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COMPANY ANNOUNCMENT

The following is a Company Announcement issued by GAP Developments p.l.c.
(the ‘Company’) pursuant to the Malta Financial Services Listing Rules:

Quote

At a meeting held today, the 23™ of August, 2012 the Board of Directors of GAP
Developments p.l.c. approved the attached financial statements and reports of
the Company for the financial year ended 31° Decembper 2011,

The financial statements have been approved in accordance of International
Financial Reporting Standards and have been audited in accordance with
International Standards in auditing.

The Board has not recommended the payment of a final dividend.

The Directors' Report and audited financial statements for the year ended 31%

December 2011 will be published on the company’s web site and are available
for viewing at the Company's registered address in Censu Scerri Street, Sliema

Unquote

.....

Paul Attard
Company Secretary

Gap Holdings Head Gifies
{ense Scerrt Sieet,
Tigne Slierna SIM 3060
Malta.

Tef. +356 2327 1000

Fax, +356 2527 1210
E-rnadl, infoddaap. com.it
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GAP DEVELOPMENTS P.LC.
Annugi Report and Consolidated Financial Statements - 31 Decomber 2071

Directors’ report

The Directors present their report and the audited financial statements for the year ended 31 December
2011,

Principal Activities

GAP Developments p.lc. was sel up to acyuire the Fort Cambridge area and to reconstruct and develop
the site for a combination of uses within the parameters of the Fort Cambridge Development brief,

Works on the 341 freehold apartments in Tigne' was in an advanced stage of completion. The South
block is completed in all respects and the signing of deads of sales were entered into during 2011, Biocks
Fast 1 & 2 are also complete in all respect and part of the contracts have been signed in 2011, Only
sixteen apartments forming part of the Wast block & Blocks East 3, 4 & 5 are still to be constructed whilst
the finishes are underway.

Review of the business

Ouring 2011 the global economy continued o show very limited sighs of recovery with problems being
witnessed in a number of areas,

Sales enquires continued during 2011 with the revised rules issued by the Government on residency
permits issued to non-residents having an impact on the sales enterad into,

The Company received inflows from deposits and second stage deposits in accordance with preliminary
agreements amounting to €27.6 million, Furthermors, the total sales as at 31 December 2011 amounted
to €13.3 mitlion.

The directors continue fo view 2012 with cautious optimism, as they believe that the up-market Fort
Cambridge Development is ideally situated.

With regards to project expenditure, the Company continued with the same cost containmant strategy
adopted in previous years. It also conlinued with s regular assessmaents of rigks and uncertainties.
Project expenditure is genarally in line with estimates. The Company will continue to focus on increased
efficiency and maintain a tight cost conirol,

The results of the Company for the year ended 31 December 2011 show a loss before taxation of
€3,969,845 (the Group) and €3,954,816 (the Company),

Golng concern

During the financiad year ended 31 December 2011, the Group incurred losses after tax amounting to
€3.98 rnifiion (2010: €7.67 million). These amounts are stated after an exceptional reduction in the
catrying amount of inventories of development property, which resulted in a charge of €7.35 million in the
rasults for the year ended 31 December 2010 (refer 1o Nofes 9 and 29 of the financial statements).
Nevertheless, the Group's assets exceeded its liabilities as at 31 December 2011 by €13.80 million (2010
£8.26 miflion) and its current assets (including inventories of property held for resale) excesded its current
lisbilities by €47.05 million (2010: €57 30 million) as at that date,




GAP DEVELOPMENTS P.L.C.
Annuai Report and Consolidated Financial Statements - 31 December 2011

Pirectors’ report - continuad
Going concern - condinyad

in order to address the chalfenges, the sharehotders of GAP Developments p.lc. effected during the year
ended 31 December 2011 a reduction of €7.00 million in issued share capital in order to offset losses in
terms of Adicle B3(5) of the Companies Act, 1885 (refer to Note 12 to the financial statements). This
fransaction was followed by a capltalisation of shareholder borrowings, amounting to €9.00 million, which
wete used 1o Bsue the eguivalent amount of "B" ordinary shares (refer also to Note 12), Furthermore,
additional loang amounting to €7.2 million were granted by the shareholders to GAP Developments plc.
during the year ended 31 December 2011, and the sharehoiders committed with the banks to provide
additional funding of €12 million by March 2013, of which additional loans of €5.85 million were grantad by
the shareholders after 31 December 2011, Simultanecusly with this commitment, the Company
tegotiated an exlension of its bank borrowing facilities.

The Directors are of the view that GAP Developments ple. is sufficiently capitalised folowing these
transactions,

Subsequent 10 the exceptional item referred to above, and considering aiso the sales. and the promises of
sale, of inventory that have taken place after 31 December 2011, the Directors do not expect to realise
sighificant losses beyond those already recognised up 31 December 2011, Taking cognisance of these
future prospacts of the Company and the Group, the Directors are of the opinion that there is =
reasonable expectation that that the Company and the Group have adequate recourses 1o be able to
continue in operational existence for a period of at least 12 months from the end of the reporting petiod.
Accordingly, the Direclors cordinue to adopt the going concern basie in preparing the financial staternents,

Reserve Account

The bond prospectus dated 21 March 2007 stated that a Reserve Account would be created so as to
cover the redemption of the bonds, The Reserve Account, which was created when the Trust Deed was
set up with Bawag Matta Ltd., is to be credited with an agreed percentage of the proceeds from the sale of
every apartrnent in the Fort Caminidge project.

it is to be noted that the prospactus also showed that it was envisaged the Full Development Permit would
be issued in Saptember 2007 and therefore the cash flow projections shown in the prospectus were
based on this assumption, with the proviso that there would "not be any material changes in
circumstances”,

The Company experienced an abnormal delay in the issuance of the Full Development Penmit, which was
a material change in circumstances. The delay coupled with other general delays, had a corresponding
delay in the programme of works, resulting in delays to the Reserve Account. The forecast of €349
mitlion as at 31 December 2071 (2010: €32.5 millian) shown on the Prospectus could not be met. Since
April 2011 Final Deeds of Sale were being entered into and the Reserve Account being credited with the
agreed percentages from the sale of every apattment in terms of the Deed Trust with Bawag Malta Ltd,
The amount credited to the Reserve Account as at 31 December 2011 was €3.6 million of which €2.2
million were utiiised to repurchase bonds,

Directors’ interest in the share capital of the Company {shares held) and shareholders holding 5%
or more of the Equity Share Capital

As at 31 December 2011, 1,799,999 "A" Ordinary shares and 5 400,000 “B” Ordinary shares were issued
and held by GAP Holdings Lid and Tigne’ Skies Ltd. respectively. The other *A” Ordinary share is held by
Mr George Muscat a shareholder of GAP Holdings Lid.



GAP DEVELOPMENTS P.L.C,
Annual Report and Congolidated Financial Statements - 31 December 2011

Directors’ report - continued

Lirectors’ interest in the share capital of the Company {shares held} and shareholders holding 5%
or maore of the Equity Share Capital - continued

The shares of GAP Holdings Ltd, are divided equally between the following thrae shareholders, who are
all direciors of GAR Developments p.l.c.

George Muscat (Chairman)
Paul Attard (Execulive Director)
Adrian Muscat {(Executive Director)

The shares of Tighe's Skies are divided egually between the following shareholders, who are both
direciors of GAR Development p.i.c,

Charles Azzopardi (Executive Director)
Anthony Azzopardi (Executive Director)

Results and dividends

The results for the year are shown on page 14 - Statements of comprehensive income.
The Directors do not recommend the payment of a dividend.

Events after the reporting period

Subsequent to 31 December 2011, the Company successfully negotiated the extension of its axisting
bank borrowing facilities, as a result of which the amounts due {o the banks fall due in staggered
paymente over the course of 2012 and 2013, As part of these negotiations, the shareholders commitied
to provide additional funding of €12 million to the Company by March 2013, of which additional loans of
5,850,000 were granted by the shareholders after 31 December 2011,

in addition, the main sub-contractor registered a special privilege on the Fort Cambridge development
project propery for an amount of €8,136,091, representing the balance due to this sub-contractor upon
completion of works on 11 June 2012, This special privilege is subordinated to the bank loans and to the
Company's bonds.

Statement pursuant to Listing Rule 5.68 issued by the Listing Authority

We confirm that io the best of our knowledge, the Financial Statements were prepared in accordance with
the international Financial Reporiing Standards as adopted by the EU and give a true and fair view of the
financial position of the Company as at 31 December 2011 and of its financial performance and its cash
fiows for the year. The Annual Repont includes a fair view of the developments of the development and
performance of the business and the position of the Company, together with a description of the principal
risks and uncertainties that the Cormpany faces.

ea



GAF DEVELOPMENTS PL.C.
lidated Financial Statermnents - 31 December 2011

Directors’ report - continued
Diractors
The following Direckors served on the board duing the year,

George Muscat - Chatrman

Charles Axzopardi — Execitive Director

Anthony Azzopardi ~ Executive Director

Paul Attard -~ Executive Director

Adrian Muscat ~ Execulive Director

Mark Castillo — Nom-executive Director (terminated 16 August 2011)
Dr. Pio M Valletta — Non-executive Director

John Absla -~ Non-axecutive Director (terminated 16 August 2017)
Hugh Attard Morntalto - Non-executive Director

In accordance with the Company's memorandurm and articles of association, all directors shall offer
themselves for re-appointmant and will be put before the members at the next Annual General Meeting,

Staterment of Directors’ responsibilities for the financial statements

The Directors are required by the Companies Act, 1885 {o prepare financial staterments which give a true
and Tair view of the state of affairg of the Group and the Parent Company as at the end of each reporing
period and of the profit or loss for that period.

In preparing the financial statements, the Directors are responsible for:

« ensuring that the financial statements have been drawn up in accordance with international
Financial Reporting Standards as adopted by the EU;
setecting and applying appropriate accounting policies;
making accounting estimates that ara reasonable in the circumstances,
enswing that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the Group and the parent Company will continue i business as a
going concern.

The Directors are also responsibie for designing, implementing and maintaining Internal controt as the
Direclors defermine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error, and that comply with the Companles Act, 1995,
They are also responsible for safeguarding the assets of the Group and the Parent Company and hence
for taking reasonabie steps for the prevention and detection of fraud and other irregularities.




GAP DEVELOPMENTS PL.C.
Annual Raport and Consolidated Financial Statements -

Directors’ repoit - continued
Auditors

Ernst & Young Malta Limited have expressed their willingness to continue in office and & resolution for
their re-appointment will be propased at the Annual General Meeting.

The Directors’ Report was approved by the Board of Directors and is signed on its behalf by
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Chairman Diresctor

Company Secretary and Registered Cffice
Mr. Paul Attard

GAP Holdings Head Office

Censu Scarrl Strest

Tigne'

Sliema SLM 3080

23 August 2012




GAP DEVELOPMENTS P.L.C.

Corporate Governance Statement
introduction

Pursuant 1o the Malta Financial Services Authority Listing Rules, GAP Developments plc. (‘the
Cormpany') whose securities arg listed on g regulated market should endeavour 1o adopt the Code of
Pringiples of Good Corporate Governance ("the Code") ag contained in Appendix 5.1 to Chapler 5 of the
Listing Rules, Interms of the Listing Rules the Company is haraby reporting on the exient of its adoption
of the Code,

The Company acknowledges that the Code doss not gensrally prescribe mandatory rules, but
recommends principles of good practice. However, the Directors believe that such practices are in the
hest interests of the Company and ail stakeholders, and that compliance with principles of good corporate
governance is not only expected by investors, but also reflects the Directors’ and Company’s commitment
to high standards of governance.

Compliance

The Board has considered the principles embodied in “the Code” and has noted ‘the Code's"
recommended practices.

The Company has a decision making and supervisory structure in that whilst maintaining an element of
flexibility, it ensures that adeguale checks and hbalances exist within the Company.

Board of Directors

The Company's board is composed of & Executive Directors and 2 Non-Executive Directors, This
conforms with the wording of the provisions laid down in paragraph 3 of “the Code”, which mentions that
there is to he a mix of Executive and Non-Executive Directors,

The Directors receive monthly management accounts on the Company's financial performance. The
accounis are reviewed and discussed during board meetings. Board mestings cobcentrate mainly on
strategy, operational and financial performance, and compliance.

The Company Secretary records minttes of all board mestings.

Directors have access to the advice and services of the Company's legal advisor,
For the purpose of the Code the Non-Executive Directors are independent,
Board Committeas

The Audit Committee assumes the funciions of Risk Managerent. [n its risk management funclions, the
Audit Committee studies, and where applicable recommends for adoplion by the Board, the
recommendations of authoritative reports on risk governance, A description of the committee’s risk
managemert function is shawn under the heading ‘Risk Management’,

The Audit Committee, which was composad of two independent Non-Exectiive Directors together with the
Sates and Marketing Manager, meels reaulanty in terms of "the Code”. The Chairman is Mr, Hugh Attard
Montalto, a senlor executive with over forly years exparience in the Financial Services Industry, and the
other members are Dr. Pio Vallefta & prominent lawyer, and Mr, Paul Attard, Sales and Marketing
Manager,
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Corporate Governance Statement - continued
Board Committeas - continued

The Terms of Reference of the Audit Committee have been modelled mainly ot the Principles of the
Listing Rules. The Rules are regularly updated in accordance with regulatory requirements, The
committee primarily monitors the financial reporting process, internal conirel, risk managemant, the audit
of the annual financial statements and the Board's relationship with the external auditors,

The Board does not fee! it necessary fo set up a2 Remuneration Committee, but the remuneration of
directors and senior officers are reviewed and approved by the Board on a yearly basis, at the Annual
General Meeting. The Company Secretary records minutes of Audit Committea mestings.

Risk Management

The objective of the risk management funclion of the Company is to minimise the cost of risk and to
maximise on assets and liabilities.

The Company endeavours to achieve this objective through a procedure that lnvolves a co-ordinated
approach across the operations of the Company, designed to identify and measure potential risks, and
then through proactive risk management, take appropriate action to mitigate these risks,

All the Company's operations ihvolve the analysis, evaluation, acceptance and management of risks, The
most crucial risk categories that the Company is exposed are financing tisks, delays in the master
program, cost overrung, healh and safety risks, sales, and liquidity risks. The efficient management and
control of the identified risk areas is vitat in order to realise the gim of maximising sharsholder value,
which i also a positive factor o ofher stakeholders,

In order to manage the above mentioned risk areas, key axeculive staff and/or professionals involved in
the Fort Cambridge project, whoss argas of responsibiity are considered as areas likely to have elements
of risk, are requested 1o submit periodic reports o the Audit Commitles, highlighting any weaknesses ar
possible threats.

Their terms of remit include identification of any likely future risk, and recommendations as o the remedial
action to be taken by the Gompany to counter or reduce such possibla risks, Reports are compiled by the
architect in charge of the project, the financial controlfer, the engineer in charge of electrical and
mechanical services, the project manager, the health and safety officer, and the director sales and
marketing. The Audit Committes makes the appropriate recommendations (o the Board,

internal Control Sysiem

The Company's internat control syatem is designed to ensure, as much as possible, fransparency,
independence and segregation of duties, The process is also designed {o ensure reliable financial
reprting, effective and efficient oparations, and compliance with applicable laws and regulations,

Whilst the Board of Directors i responsible for an effective infernal conirel system, it relies on its
effectivenass on the financial controller and the audit commiltee, whose duties and responsibilities are
defined in a separate section of the Policy and Procedures Manual of the Company, which has been
approvad by the audit commiltes, Through thess channels, the Board of Directors has reasonable
assbrance that risk factors are managed properly and matedal misstatements are not fikely to ceour,
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Corporate Governance Statement - continued
Dealings by Directors and Senior Officers

Conscious of its responsibility for monitoring dealings by directors and senior officars in the Company's
honds, the Board approved a Code of Conduct for the fransactions by Directors and Senior Officers in
compliance with Listing Rules 5.106 to 5.116. The Code provides guidance to the Company's Directors
and Officers and serves as a minimum standard of good practice when dealing in the Company's bonds.

All Directors and Senior Officers are aware of the guidelines on conflicts of interest. The Board has
adopted rules where directors having conflicts of interest on any matter being discussed at hoard lavel
disclase the conflict in a timely manner o the Board and the director so conflicted wilt not be allowed to
vote on such matters. The Directors aim io adhere to accepted principles of corporate social
responsibility in day to day practices, within the scope of the Company's business.

Communication with the market and bondholders

The Directors consider that the Board properly serves the legitimale interests of all stakeholders, in
particutar the shareholders and bondholders, through representation of the shareholders and bondholders
on the Board. The Board continues to ensure that the Company communicates with all stakeholders.

In addition, the Gompany's website www.fortcambridge.com includes a portal tifled INVESTOR
INFORMATION, with information on areas such as Corporate Governance, Publications, Financial
Statements, Company structure and an Investor Help Line.

Going Concern

Duting the financial year ended 31 December 2011, the Group incurred losses afler tax amounting to
€3,980,915 (2010: €7,673,685). These amounts are stated after an exceptional raduction in the carrving
amount of inventoties of developrmant property, which resulted in a charge of €7,353,381 in the results for
the year ended 21 Dacember 2010 {refer to Notes 9 and 29). Navertheless, the Group's assels excesded
s liabilities as at 31 Decernber 2011 by €13,795,561 (2010 €8,261.413) and its current assets (inchuding
inventorias of property held for resale) exceaded s current labilities by €47,051,723 (2010: €57,298,004)
as at that date,

In order to address these challenges, the shareholders of GAP Developments p.lo. effected during the
year ended 31 December 2011 a reduction of €7,000,000 in issued share capital in arder {0 offset losses
in terms of Articls 83(5) of the Companies Act, 1995 (refer to Note 12). This transaction was followed by a
capitalisation of shareholder borowings, amounting to €8,000,000, which were used to issue the
equivalent amaunt of ‘B ordinary shares (refer also to Note 12). Furthermore, additional loans amounting
to €£7,242,796 were granted by the shareholders to GAP Developments pl.c. during the year ended 31
Decembear 2011, and the shareholders committed with the banks o provide additional funding of
€12,000,000 by March 2013, of which additional loans of €5,850,000 were grarted by the shareholders
after 31 December 2011, Simultanecusly with this commitmeant, the Company negaotiated an extension of
its bank borrowing facilities,

The Directors are of the view that GAF Developments p.le. is sufficiently capitalised Tollowing these
transactions.



GAP DEVELOPMENTS P.L.C.
Annual Report and Consolidated Financial Statements - 31 December 2011

Corporate Governance Statement - continued
Going Concern - continuad

Subsequent to the exceptionat item referred to abave, and considering also the sales, and the promises of
sala, of inventory that have taken place after 31 December 2011, the Directors do not expect {0 realise
significant losses beyond those already recognised up 31 December 2011, Taking cognisance of these
future prospects of the Company and the Group, the Direclors are of the opinion that there i a
reasonable expectation that that the Company and the Group have adequate recourses to be able to
continua it operational existence for a period of at least 12 months from the end of the reporting pericd,
Accordingty, the Directors continue to adopt the going concern basis in preparing the financial staternents,

By order of the Board o
. i : -

Fo A de e

seorge Muscat

Chatrman Director
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF GAP
BEVELOPMENTS PLC

We have awdited the financial staements of GAP Developments PLC (Uthe Compiany™) and of the Group of
which the Company is the parent, set out on pages 12 to 57, which comprise the consolidated and parent
comparny statements of financial position as at 31 December 200 1 and the consolidated and parent company
statements of comprehensive income, changes in equity and cash flows for the year then ended, and o summary
of significant accounting policies and other explanatory notes,

Directors® Responsibility for the Firancial Stalements

As described in the Directors” Report set out on pages 1 to 5, the directors are responsible for the preparation
and fair presemtation of these fmancial statements o accordance with International Financkal Repoiting
Stancards as adopted by the Furopean Union and the requirementis of the Companies Act, Cap. 386 of the Laws
of Malta, and for such iternal control as management determines s necessary to enable the preparation of
financial statements that are free from matertal misstatement, whether due to fraud o ervor,

Aunditor’s Responsibility

O responsibility is to express an opinion on these financial statements based on our sudit. We conducted our
audit in accordance with International Standards on Auditing.  Those standards require that we comply with
ethical requirements and plan and perform the andit to obtain reasonsble assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and diselosures in the
financial statements.  The procedures selected depend on the auditer's judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraad or error. In making those risk
agsessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate for the circumstances, but not for the
purpose of expressing an opinion o the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriatencss of accounting policies used and the reasonablensss of accounting estimates made
by the Directors, as well as evaluating the overall presentation of the Nnancial statements.

We betieve that the audit evidence we have obtained is sufficient and appropriate to provide a basts for our audit
opinion,

Opinion
In our opinicn, the financial statements:

e give # true and fair view of the financial position of the Group and the Company as at 31 December 2011,
and of the Group's and the Company’s financial performance and cash flows for the year then ended in
aceordanice with Inernational Financial Reporting Standards as adopted by the European Union; and

o have been property prepared in accordance with the requirements of the Companies Act, Cap. 386 of the
Laws of Malta,

10
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INDEPENDENT AUDITORS' REPORT TO THE SHARFHOLDERS OF
GAP DEVELOPMENTS PLC - continued

Report on other Legal and Regulatory Requirements

The Listing Rules issued by the Maita Listing Authority requive the Directors to prepare and include i theiy
Anntiel Report a Corporate Governance Statement providing an explanation of the extent to which they have
adopted the Code of Principles of Good Corporate Governance and the effective measures that they have taken o
etgare contphiance throughout the aceounting period with those Principles.

The Listing Rules also require the auditor 1o include a report on the Corporate Governance Statement prepared
by the Directors.

We read the Corporate Governance Statement and consider the implication for our report if we become aware of
any apparent misstatements or material inconsistencies with the {inancial statements included in the Apnual
Report.  Our responsibilities do not extend to considering whether this stalement is consistent with any other
information included in the Annual Report,

We are not required to, and we do not, consider whether the Board’s statements on internal contrel included in
the Corporate Governance Statement cover all risks and controls, or form an opinion on the effectiveness of the
company’s governance procedures or its risk and control procedares,

In our opinion, the Corporate Governance Statement sei out on pages 6 to 9 has been properly prepared in
arcordance with the requiretnents of the Listing Rudes issued by the Malta Listing Authority.

We also have responsibilities;

« LUnder the Companies Act, Cap. 386 of the Laws of Malta to report to you if in oar opinion:

- Fhe information given in the Directors’ report is not consistent with the financial statements,

- Adequate accounting records have not been kept.

- The financial statements are not in agreement with the accownting records,

- We have not received all the information and explanations we require for our sudit.
Certain disclosures of Directors’ remuneration spectfied by taw are not made i the financial statements,
giving the required particulars In our report.

e Under the Listing Rules to review the statement made by the Directors, set owt on pages 1 10 2, that the
husiness is a going concemn together with supporting assumptions or qualifications as necessary.

We have nothing 1o report 1o you o respect of these responsibilities,

copn of the auelit veport s been sigmed by
Anthony Doullet for and an bebodf of

Ermst & Young Malta Limited
Certified Public Accountants

23 August 2012
3!



Statements of financial position - Group

ASSETS

Non-current asaets

Property, plant and equipmant
RDeferred tax assety

Finanoial assets: Resarve Acootnt

Total nan-current assets

Corrent assets

Inventories ~ Development project
Trade and other receivables
Current tax assets

Cash and cash eguivalents

Total currant assets

Toial assets

EQUITY AND LIABILITIES

Capital and reserves attributable to ownoers of the

Company
Share capital
Capital contribution reserve
Accurmulated fosses

Non-controlling interest
Total equity

Non-current liakifities
Borrowings

Deferred tax liabilities
Provisions for other liabilites and charges
Trade and other payables
Total non-current figbilites
Current liabilities

Trade and other payables
Botrowings

Current tax liabilities

Tatal current liabilities

Totai Habllities

Tetal equity and Habilities

Notas

oG =l

10
11

14

15
16

16
14

GAP DEVELOPMENTS P IL.C.
Annuatl Report and Consolidated FFinancial Statements - 31 Dacember 2011

As at

Aa at ..*.1 Deoember 1 January
2011 2010 2010

€ . € L
(restated) {restatad)

7,602,265 7,705,446 8,734,181
8,310 -

1,383, 780 - -
ﬁ 986 ME 7,718,758 8,734,181
134,429,671 12777298 112,027,353
1,051,580 B804 057 413,257

933,048 165,083

469,004 ?‘32 321 2 1&8 152
133 683 212 128 7”79 Qh! 114 QB 7‘4.2
142 569 257 13@ 44& ?23 123 352 QQ&
18,000,000 16,000,000 16,000,000
1,066,158 551,105 561,105
(B, 271,073) {8,290,158) (616 473)
13,795,088 8,260 847 15,034,852
A6 468 233
13,795,551 8,261.413 14,834,865
40,842,223 55 380,347 78,263,955
- - 1,738
1,400,000 1,400,000 2,330,000

- - 11,016,044

A2, 242 225 56, THD 347 91,611,738
49,254,037 40,532 244 11,500,289
37,276,914 30,860 719 4,285 714
532 - 316
86,531,483 71,431,663 15,786,320

128,182,310

107,308,058

142,569,257

136,443 723

123,332,823

The rotes on pages 19 0 57 are an integral part of these consolidated financial statements,

The financial stalements on pages 12 to 57 werg authorised for issue by the erd on, 23 August
-

2012 and were
i
ot

mgned an its behalf by:

[y
L/ K(/ v
p' G f S

eorge Musrat

Antﬁﬁhy*#ﬂmﬁﬁi‘rﬁf&

hairman Director
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Statements of financial position - Company

A st
As at 31 December 1 January
Notes 2011 2010 2010
£ £ €
(restated) {restated)
ABSETS
Non-current assets
Properly, plant and equipmant B 7,619,315 78031158 B.612 238
vestmants in subsidiaries 3] 3,339,561 5,350 861 3,330 651
Financial aszets: Resarva Account 8 1,383,780 - -
Tolal non-current assets 12,242,686 10 842,678 11,961,769
Gurrent asgets
Inventories — Developmeaent project <] 131,128,571 127 477,286 112027353
Trade and other receivables 10 971,728 791,060 196,372
Currerd tax assets 933,048 16,083 -
Cash and cash equivalents 11 465,427 730,889 2,151,403
Totat current assets 133499778 128,715,338 114,875,128
Total assets 145,742,437 139,658,014 128 528 927
EQUITY AND LIABILITIES
Capitat and reserves
Share capitat 12 18,000,000 16,000,000 16,000,000
Capital condribution resarve 13 1,066,168 551,105 551,105
Accumulated losses (5,138,705} (B,181.681) (H285,801}
Total aquity 13,027,453 8,369 444 16,022,204
Noa-current liabilities
Borrowings 14 40,842,223 5% 850,347 78,263 855
Frovisions for ather Habilities and charges 15 1,400,000 1,400,000 2,330,000
Trade and other payables 18 . r 11,018,044
Tetal non-currant liabilities 42 242 223 68,750,347 91,608,509
Current liabilities
Trade and other payables 16 52,295 841 43,638,604 14 608 683
Borrowings 14 37,276,914 301,899,719 4285715
Current tax liabilifies - - 36
Total current linbilities 59,572,765 74 538,223 18,804,724
Total Habilities 131,814,978 131,288,570 110,504,723
Total equity and fabilies 145,742,431 130,658,014 126,626,827

The notes on pages 10 to 57 are an integral pant of these consolldated financial statements,

The financial statements on pages 12 to 57 were authorised for issue by the Board on 23 August 2012 and were
signed an its behalf by,
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GAP DEVELOPMENTS P.L.C.

Annual Report and Consolidated Financial Statements - 31 December 2011

Statements of comprehensive income

Revenue
Cost of sales
Cost of sales: inventory write-down

Gross loss
Administrative expenses
Other operating income/(expenses)

Operating loss
Finance income
Other income

Loss before tax
Tax (expense)fincome

L.oss for the year - total
comprehensive income

Total comprahensive income
attributable to;

Owners of the Company

Non-controlling interest

The notes on pages 1910 57 are an inlegral pant of these consolidated financial statements.

Group Company
Year ended 31 December

Notes 2041 2010 2011 20710
L1l £ Lo €

{restated) {restated)

17 13,342,278 387,822 13,339,511 387,822
18 {16,984,045) {282,150) (16,984,845) {282,150
9, 18 - {7,353,381) - {7,363,381)
(3,642,670) {7,247,709) (3,645434) (7.247.708)
18 {369,390) (444,842} (351,597) (413,868)
20 14,490 (559) 14,490 (558)
{3,997,6570) (7.6893,110) (3,8982,541) (7.662,136)

21 14,837 11,031 14,837 11,031
22 12,888 - 12,888 "
(3,969,845) (7.682,078) (3,954,816) {7.651,108)
23 {11,070) 8,394 {2,228) {1,850)
(3,980,915) (7,673,685) (3,957,044) (7,652.760)
(3,980,918} (7.673.685) (3,957,044) (7.652,760)

14
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GAP DEVELOPMENTS P.L.C,
Annual Report and Consolidated Financial Staterments - 31 Decermber 2011

Statements of changes in equity - continued

Company Capital
Share contribution Accumulated
capital reserve losses Total
Note € € £ £

Balance at 1 January 2010

- 35 previously réported 16,000,000 - (360.207) 15,630,793
- gffect of carrection of prior year
ermers 28

551,106 (155,604) 391,411

- u% restated 16,000,000 551,105 (528,901} 16,022 204
Comprehensive income
Loss for the year - - {7,852,760) (7.852760)
Ealance at 31 December 2010 16,000,000 551,105  (5,181.661) 5,369,444
Balance at 1 January 2011
- as previously reported 16,000,000 - {7214,310) 8785690
- effect of correction of prior year

errers 29 - 851,105 {967.351) {416,246)
- as restated 16,000,000 5511056 (8,181,681 8,369,444

Comprehensive income

Loss for the year - - (3,957,044)  (3,957.044)
Transactions with the owners

Reduction of share capital ia {7.000,000 - 7,000,000 -
increase in share capital 12 2,000,000 - - 8,000,000
Modification of interest-free loans 13 515,053 - 815,083
Total transactions with owners 2,000,000 815,063 7,000,000 9,515,003
Balance at 31 December 2011 18,000,000 1,066,158  {5,138,705) 13,927,463

The notes on pages 19 to 57 are an integral part of these consolidated financial statements.




Gtatements of cash flows

Cash flows from operating activities
Cash generated from operations
Interest received

ihcome tax paid

Net cash generated from operating
activities

Cash flows from investing activities

Purchase of property, plant and
equipment

Proceeds from sale of property, piant
and aquipmaent

Purchases of other financial
invesiments

Net cash used in thvesting activities

Cash flows from financing activities

lssue of preference shares {0 non-
gortrolling interests

Proceeds from shareholders' loans

Reademption of bonds

Repayment of bank borrowings

Interest paid

Net cash used in finanging activities

Movement in cash and cash
equivalonts

Cash and cash equivalents at
haginning of year

Cash and cash equivalents at end
of year

The notes on pages 19 to 57 are an integral pan of these consoclidated financial statements.

MNote

25

11

GAP DEVELOPMENTS PL.C.
Annual Report and Consolidated Financial Statements - 31 December 20191

Year ended 31 Decermnber

233

Group Company
2011 2010 2011 2010
€ € € €
6,011,164 101,602 6,009,219 106,932
14,837 11,031 14,837 11,031
(919,183) (18,064} (919,183) (18,084)
5,106,818 84,569 5,104,873 By 899
. (2.075) . (2,075)
19173 - 19,173 -
{1,383,780) - {1,383,780) -

{1,264,607) (2.075)  (1,364,607)

7,242,796 3660077 7,242,796 3,660,077
(2,214,521} - (2,214,521) -
(4,212,472) - (4,212,472) -
(4,824,531)  (5,178,415) (4,821,531) (5,178.415)
(4,005,728) (1,518,105) (4,005,728) (1,518,338)

(263,517) (1,425611)  (265,482) (1,420,514)

732,521 2,158,132 730,880 2,161,403

469,004

732,921

485,427

730,888




GAP DEVELOPMENTS PL.C,
Annual Report and Consolidated Financial Stat te « 31 0 her 2011

N,

Notes {0 the consolidated financial statements

1.

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these consolidated and parant
Company financial statements are set out below, These polictes have been consistently applied {o
all the years prasented, unless otherwise stated,

1.1 Basis of preparation

The consolidated financial statements include the financial statements of GAP Developments plc.
amdd its subsidiaries. The consolicated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the EU and the requirements of
the Companies Act, 1985, They have been prepared under the historical cost convantion,

The preparation of financial statements in conformity with IFRSs as adopted by the EU requires the
use of certain accounting estimates. It also requires directors fo exercise their judgement in the
process of applying the group’s accounting policies (see Note 3 — Critical accounting estimates and
judgemeants).

Assessment of going concern

Buring tha financial year ended 31 December 2011, the Group incurred logses after tax amounting
to €3,8980,815 (2010: €7,673,685). These amounts are stated after an exceplional reduction in the
carrying amount of inventories of development property, which resulted in a charge of €7,353,3817 in
the results for the year ended 31 December 2010 (refer to Notes 9 and 29). Nevertheless, the
Group's assets exceeded its liabilities as at 31 December 2011 by €13,795,551 (2010 £€8,261,413)
and its current assets (including inventories of properly held for resale) exceeded Hs current
liabilities by €47,061,720 (2010: €57,298,004) as at that date.

In order to address these challenges, the shareholders of GAP Developments p.l.c. effected during
the year ended 31 December 2011 a reduction of €7,000,000 i issted share capital in order to
offset losses in terms of Article 83(5) of the Companies Act, 1995 (refer to Note 12). This
transaction was followed by a capitalisation of shareholder borrowings, amounting to €8,000,000,
which were used o issue the equivalent amount of “B" ordinary shares (refer alsc 1o Note 12).
Furthermore, additional loans amounting to €7,242,706 were grantad by the shareholders to GAP
Developments p.lo. during the year ended 3% Decernber 2011, and the shareholders committed
with the banks to provide additional funding of €12,000,000 by March 2013, of which additional
loans of €5,850,000 were granted by the sharehoklars after 31 December 2011, Simultaneously
with this commitment, the Company negotiated an extension of its bank borrowing facilities.

The Directors are of the view that GAP Developments p.le, is sufficiently capitatised following these
transactions.

Subseguent fo the exceptional iterm referred o above, and considering also the sales, and the
promisas of sale, of inventory that have taken place after 31 December 2011, the Diractors do not
expact to reslise sighificant losses beyond those already recognised up 31 Detember 2011
Taking cognisance of thess fulure progpects of the Company and the Group, the Directors are of
the apirion that thers is a reasonable expectation that that the Company and the Group have
adequate recoursss to be able lo continue in operational existence for a period of at least 12
months from the end of the reporfing peried. Accordingly, the Directors continue to adopt the going
concern basis in preparing the financial statements,



GAP DEVELOPMENTS P.L.C.
Annuat Report and Consolidated Financial Statements - 31 Dacember 2011

Summary of significant accounting policies - continued
1.1 Basiz of preparation - continuad

Standards, interpretations and amendments to published standards as endorsed by the European
Uinjon effective in the current year

The Group has adopied the following new and amended IFRS and IFRIC interpretations during the
yaar,  Adoption of these revised standards and interpretations did not have any effect on the
financial performance or position of the Group.

AS 24  Related Party Disclosures (Revised)

IAS 32 Financial Instrements: Presentation — Amendments relating to clagsification of rights
iS5Ues

IFRIC 14 1AS 19 -~ The Limit on a Defined Benefit Asset, Minimum Funding Requiremenis and
their interaction (Amendments)

IFRIC 19  Extinguishing Financial Liabilities with Equity instruments

Improvements to IFRSs (1ssued by the ASE in May 2010},

Standards, intetpretations and amendments to published standards as adopted by the Euwropean
Union that are not yel effective

Up to date of approval of these financial statements, cerlain new standards, amendments and
interpretations to existing standards have teen published but are not yet effective for the current
reporting pericd and which the Group has not early adopted. None of the below mentioned
standards will have an effect on the Group's financial position and performance. These are as
follows:

iFRS 7 Amendments - Disclosures - Fransfer of financial assets effective for annual periad
beginning on or after 1 Juty 2011

The 1ASE issued an amendment to IFRS 7 that enhances disclosures for financial assets. These
disclosures relate {o assets transferred (as defined under JAS 39), If the assets transfarred are not
derecognised entirely in the financial statermeants, an sntity has to disctose information that enables
users of financial statements to understand the relationship between those assets which are not
derecognised and their associated liabilities. I those assets are derecognised entirgly, but the
entity retains a continuing involvement, disclosures have to be provided that enable users of
financial statements to evaluate the nature of, and risks associated with, the entity’s continuing
invalvernent in those derecognised assets. The amendment has only disciosure effecis,

IAS 1 Amendments - Preseniation of tems of Qther Comprehensive Income effective for annual
petiod beginming on or after 1 July 2012

The amendments to IAS 1 change the grouping of tems presented in other comprahensive incore,
toms that could be reclassified (or recycled’) to profit or loss at a future point in fime (For example,
upon darecognition or seitlement) would be presented separately from items that will never be
reclassified. The amendment affects presentation only and has no impact on the Group's finansial
bosition or performance,

IAS 19 Amendment - Employee Benefits effective for annuat period beginning on or after 1 January
2013

The IASE has issusd numerous amendments to 1AS 19, These range from fundamental changes
sueh 88 ramoving the corddor machanism and the concept of expected returng on plan assets to
simpla clarifications and re-wording. Early application is permitted.




GAP DEVELOPMENTS P.L.C,

Summary of significant accounting policies - continued
1.1 Bagig of preparation - continued
Standards, inferpretations and amendments that are not yel adopted by the European Union

The following standards, interpretations and amendments, that have been issued by the |ASE but
not yet endorsed by the EU, may have an impact on the Group's financial siatements in the period
of initlal application.  The Group is still assessing the impact, however this depends on the
circumstances of the Group at the date of adoption, therefore it is not practical to quantify the effect
at this stage.

IFRS 7 Arnghdments - Offsefting Financiat Assets and Financial Liabilities

The ameandment s effective for annual periods begineing on or after 1 January 2013, The
amendment introduces common disclosure requirements. These disclosures would provide users
with information that is ugeful in evaluating the effect or potential effect of netting arrangements an
an entity's financisl posttion, The amendmaents to IFRS 7 are to be retrospectively applied.

IFRS 9 Financiat Instruments

The new standard is effective for aanual periods beginning on or after 1 January 2015 IFRS 9 as
isayed reflects the first phase of the IASBs work on the replacement of IAS 3% and applies to
clasgification and measurement of financial assets and financial liabilities as defined n IAS 39.
Phagze 1 of IFRS & will have a significant impact on (i) the classification and measurement of
financial assetz and (i} a change in reporting for those entities that have designated financial
tiabifities using the FVO. In subsequent phases, the IASE will address hedge accounting and
trpairment of financial assets. Early appticalion is permitied.

IS 10 Conselidated Financial Statements

The new standard is effective for annual periods beginning on of after 1 January 2013, IFRS 10
replaces the portion of A8 27 Ceonsolidated and SBeparate Financial Statements that addresses the
accounting for consolidated financial statements. it also includes the issues raised in SIC-12
Consolidation — Special Purpose Entities. 1FIRS 10 establishes a single control model that applies
to all entities including special purpose entities. The changes introduced by IFRS 10 will require
management to exercise significant judgment to determine which entities are conbrollad, and
therefore, are required to be consclidated by a parent, compared with tha requirements that were in
1AL 27.

RS 13 Fair Value Measurement

This new standard is effective for annual periods beginning on or after 1 January 2013, 1t applies to
IERSs that require or permit fair value measurements or disclosures and provides a single IFRS
framewaork for measuring fair value and requires disclosures about fair value measurermeant. The
Standard defines falr value on the basis of an 'exit price’ notlon and uses a Tair value hierarchy’,
which results in a market-baged, rather than entity-specific, measurement.

IAS 27 Separate Financial Statermnents

The Standard is effective Tor annual periods beginning on or after 7 January 2013, As a
consaquence of the new IFRS 10 and IFRS 12, what remains of 1AS 27 is limited to accounting for
subsidiaries, jointly conlrolled entities, and associates in separgte financial statements.  Earlier
application s permitted.




GAP DEVELOPMENTS P.L.C.
Annual Report and Consolidated Financial Statements - 31 December 2011

Suwmmary of significant accounting policies - continued
1.1 Basis of preparation - continued

Standards, interpretations and amendments that are not yet adopted by he Curopearn Union -
conlinued

IAS 32 Amendments - Offsetling Financial Assets and Financial Liabilities

The amendment is effeciive for annual periods beginning on or after 1 January 2014, This
amendment clarifies the meaning of "currently has a legally enforceable right to set-off” and also
clarifies the application of the 1AS 32 offsetling criteria to seftlement systems (such as central
clearing house systams) which apply gross seftfement mechanisms that are not simultangous. The
amendmeants to 1AS 32 are {0 be retrospectively applied, Earlier application is permitted. Howaver,
if an entity chooses to early adopt, it must disclose that fact and also make the disclosures reéguired
by the IFRE 7 Offsetlting Financial Assets and Financiat Liabilities amendmants,

Transition Guidance (Amendments to IFRS 10, IFRS 11 and IFRS 12)

The guidarice is effective for annual periods beginning on or after 1 January 2013, The IASE
issued amendments to IFRS 10 Consalidated Financial Statements, 1FRS 11 Joint Arrangements
and IFRS 12 Disclosure of Inferests in Other Entities.  The amendments change the transition
guidance to provide further relief from full retrospective application.

1.2 Consolidation
(a) Subsidiaries

Subsidiaries are all entities over which the group has the power to govern the financial and
operating policies generally accompanying a shareholding of more than one half of the voling
rights. Subsidiaries are fully consclidated from the date on which control is transferred to the group,
They are de-consplidated fram the date that control coases.

The Group applies the acguisition method of accounting to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assels
transferred, the liabilities incurred to the former owners of the acquiree and the equity interests
issued by the group. The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangernent.  Acquisition-related costs are expensed as
incurred.  [dentifiable assets acquired and liabilities and contingent Habilities assumed (identifiable
net assets) in & business combination are measured initially at their fair values at the acquisition
date. On an acyuisition-by-acquisition basis, the group recognises any non.controlling interest in
the acquiree either at fair value o at the non-contralling interest's proportionate share of the
recognised amounts of the acquiree's identifiable net assets.

Goodwili is inttially measured a% the excess of the consideration transferred, the amount of any
san-cortrolling inferest in the acquires and the acquisition-date fair value of any previous equity
interest in the acquires over the fair value of the group's share of the identifiable net assets
acquired. 1f this is less than the fair value of the identifiable net assets of the subsidiary acquired in
the case of & bargain purchase, the difference is recognised directly in profit or loss.

Intercompany transactions, balances and unrealised gains on transactions between group
companies are eliminated.  Unrealised losses are also eliminated.  Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group,



GAP DEVELOPMENTS P.L.C.
Arnnual Report and Consclidated Financial Staterments - 31 Recembear 2011

Summary of shgnificant accounting policles - continued
1.2 Gonsolidation - conlinued
(@) Subsidianes - cortinted

in the Company’s separate financial statements, investments in subsidiaries are accounted for by
the cost mathod of accounting, i.e. at cost less impairment. Cost includes directly attributable costs
of the investment. Provisions are recorded where, in the opinion of the Directors, there is an
impairment in value. Where there has been an impairment in the value of an invesiment, it is
recognised as an expense in the period in which the diminution is identified,

The results of subsidiaries are reflected in the Company's separate financial stalements only to the
extent of dividends raceivable. On disposal of an investment, the difference between the net
disposal procesds and tha carrying amount is charged or credited to profit or loss,

(b) Transactions with non-controlling interests

The Group treats transactions with non-controlling interests, where the acquisition or disposal of
partigh interasts in a subsidiary has no impact on the group’'s abilily to control the subsidiary's
financial ard operating polivies, as trangactions with equity owners of the group. For purchases
fraom non-controlling interests, the diference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains oy losses
on disposals (o non-controlling interests are 2lso recorded in equity.

When the Group ceases 1o have confrol, any retained interest in the entily is remeasured to its fair
value at the date when control is jost, with the change in carrying amount recognised in profit or
toss. The fair value is the initial carrying amount for the purposes of subsequently accounting for
the retained interest as an associate, joint venture or financiat assef.  In addition, any amounts
previously recognised in other comprehensive income in respect of that entity are accounted for as
if the Group had directly disposed of the related assets or liahilities. This may mean that amounts
praviously recognised in other comprehensive income are reclassified to profit or loss.

1.3 Foreign currency translation
(a) Functional and presentation currency

ltems inctuded in the financial statements of each of the Group's entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional
qurrency').  The consolidated financial statements are presented in euro ("€"), which is the
Company's functional and the Group's presentation currency.

(b} Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are remeasured,  Foreign
exchange gahns and losses resulting from the settlement of such transactions and from the
trangiation at year-end exchange rates of monetary assels and liabilities denominated in forsign
currencies are recognised in the income statement.
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Summary of significant accounting policies - continued
1.4 Property, plant and equipment

All property, plant and equipment is inlially recorded at historical cost, and is subsequently slated
at historical cost less depreciation and impaitment losses. Historical cost includes expenditure that
iz directly aftributable to the acguisition of the items,

Subsequent cosls are included in the asset's carrying amount or recognised as a separate asset,
as appropriaie, only when it is probable thal future economic benefits associated with the item wiil
flow to the Group or the Company and the cost of the item can be measured reliably. The carrying
amount of the replaced pan is derecognised, Al other repairs and maintenance are charged o
profit or toss during the financial period in which they are incurred,

Depreciation 5 calculated using the straight-ling method to allocate thelr cost to their residual
valyes over their estimated useful tives, as follows:

Years
Plant & machinery 5.20
Office equipment 4
Commercial vehicles 5
Furniture & fittings 10

Leasehold premises are depreciated over the period of the lease.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset's carrying amourt is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount (hote 1.5).

Gains and losses an disposals are determined by comparing the proceeds with carrying amount
and are recognised in profit or loss,

1.5 imipairment of non-financial assets

Assets that are subject 16 depreciation are reviewed for impairment whenever avents or changes in
circumstances indicate that the carrying amount may not be recoverable. An impalrmeant loss is
recognised for the amount by which the asset's carrying amount exceeds its recoverable amount.
The recoverahle amount is the higher of an asset's fair value less costs to selt and value in use.
For ihe purposes of agsessing impairmant, assets are grouped at the lowest levels for which there
are separately identifiable cash flows (cash-genarating units). Non-financial assets that suffered an
impairment are reviewed for possible reversal of the impairment at the end of each reporing period.

1.6 Financial asseis

1,6.1 Classification

The Group and the Company classify their financial assets in the loans and receivables category.
The classification depends on the purpose for which the financial assets were acquired,
Management determines the classification of its financial assets af initial recogrition.
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Summary of significant accounting policies - continued
1.6 Financial agsets - continued
1.6,1 Classification - continued

Loans and receivables are non-derivalive financial assets with fixed or determinabie paymants that
are not gqucted in an aclive market. They arize when the Group or the Company pravides maney,
gocds o services directly to a debtor with no intention of frading the asset. They are included in
current assets, except for maturities greater than twelve months after the end of the reporting
period, These are classified as non-current assets, The Group's and the Company's loans and
receivables comprise trade and other receivables and cash and cash eguivalents in the staternent
of financial position (note 1.8 and 1.9), together with the Reserve account, which represents an
amount on deposit with & financial institution.

1.6,2 Recognition and measurement

The Group and the Company recognise a financial asset in their statement of financial position
when they become a party fo the contractual provisions of the instrument. Regular way purchases
and sales of financial assets are recognised on the frade date, which is the date on which the
Group commits o purchase or seli the asset.

Financial assels are initially recognised at fair value plus transaction costs, Loans and receivabiles
are subsequently carried at amortised cost using the effective interest method. Amortised cost is
the initial measurement amount adjusted for the amortisation of any difference between the initial
and maturity amounts using the effective interest method,

Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been transfarred and the Group or the Company has transferred substantially
all risks ard rewards of ownership or has not retained contral of the asset.

1.6.3 Impairment

The Group and the Company assess at the end of each reporting period whether there is objective
evidence that a financial asset or & group of financial sssels s Impaired. A financial asset or a
group of financial agsets is impaired and impairment losses are incurred only if there is objective
evidence of impairmant as a resull of one o more events that occurred after the initfal recognition
of the asset (a loss event’) and that loss event (or events) has an impact on the estimated future
cash flows of the financisl asset or group of financial assets that can be reliably estimated. The
Group and the Company first sssess whether objective evidence of impairment exists. The criteria
that the Group and the Company use 10 determing that there is objective evidence of an impairment
foss inchide:

s  gignificant financial difficulty of the issuer or obligor;
« g breach of contract, such as & defaull or delinguency in interest or principal payments;
» it becomes probable that the borrower will enter bankruptcy or other financial reorganisation,

Far financial assets carfed at amortised cost, the amount of the loss is measured as the difference
between the asset's carrying amount and the present vaiue of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial assel’s
original effective interest rate. The asset's carrying amount Is reduced and the amount of the loss
is recognised in profit or loss. If, in & subsequent periad, the amount of the impairment loss
decreases and the decrease can be related objectively to an event cccurring after the impairment
was recognised (such as an improvement in the debtor's cradit rating), the reversal of the

__previously recognised impairment loss is recognised in profitorioss.
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Summary of significant accounting policies - continued
1.7 Inventoties

The main object of the Group and the Company is the development of land acquired for
development and resale. This development is intended in the main for resale purposes, and is
accordingly classified in the financial statements as inventory. Any elements of & project which are
ldentified for business operation or long-term investment properties are transferred at their carrying
amount to Propanty, plant and equipment or Investment properties when such identification is made
and the cost thereof can reliably be segregated,

The devalopment is carried at the lower of cost and net realisable value. Cost comprises the
purchase cost of acquiring the land fogether with other costs incurred during its subsequent
development, including:

(i) The costs incurred on development works, including demolition, site clearance, excavation,
cangtruction, et together with the costs of ancillary activities such as sile secunty,

Iy The cost of various design and ofher studies conducted in connection with the project, together
with all other expenses incurred in connection therewith.

(i) Any borrowing costs atiributable to the project.

The purchase cost of acquiring the land rapresents the cash equivalent of the contracted price. This
was determined at date of purchase by discounting 1o present value ihe future cash oulflows
comprising the purchase consideration.

Net realisable value is the estimated selling price in the ordinary course of business, less the costs
of completion and selling expensas.

1.8 Trade and other receivables

Trade receivables comprise amounts dua from customers for merchandise sold or services
performed in the ordinary course of business. If collection I8 expected in one year or less (or in the
normal operating cycle of the business if longer), they are classified as current assets. If not, they
are presented as non-cutrent assats,

Trade and other receivables are recognised initially af fair value and subsequently measured at
amortised cost using the effective interest mathod, less provision for impairment {note 1.8). 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, When a receivable is uncaollectible, it is written off against
the allowance account for trade and other receivables,  Subsequent recoveries of amounts
previously written off are credited against profit or loss,

1.8 Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value, in the
statermnent of cash flows, cash and cash equivalents includes cash in hand, and deposits held at call
with barnks,

1.10 Share capital

Ordinary shares are ¢lassified as equity. Incremental costs directly attributable to the issue of new
ordinary shares are shown in equity as a deduction, net of tax, from the proceeds.
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Summary of significant accounting policies - continued
1.41 Financial liabilities

The Group and the Company recognise a financial ability in thelr slaterneni of financial position
when they become a party o the contractual provisions of the instrument. The Group's and the
Company's financial liabilities are classified as financtal liabilities which are not at fair value through
profit or loss under 1AS 39. Financiat liabilities not at fair value through profit or loss are recognised
tnitially at fair value, being the fair value of consideration received, net of trensaction costs that are
directly attributable to the actuisition or the issue of the financial lahbility. These iabilities are
subsequently measured at amortised cost. The Group and the Company derecognise a financial
liability from its statement of financial position when the obligation specified in the contract or
arrangement is discharged, is cancelled or expires.

1.12 Trade and other payables (Note 16)

Trade payables comprise obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current fiabilities if
payment is due within one year or less {or in the normal oparating cycte of the business if longer).
H not, they are presented as non-current labilities.

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

1.13 Borrowings (Note 14)

Borrowings are recognised initially at the fair value of proceeds received, net of transaction costs
incurred,  Borrowings are subsequently carried at amortised cost, any difference between the
procesds (net of transaction costs) and the redemption vatue is recognised in profit or logs over the
pariot of the borrowings using the effective inferest method. Borrowings are classified as current
trabilities unless the Group or the Company has an unconditional right to defer settiement of the
Hability for at least twelve months afler the end of the reporiing period.

1.14 Offsetting financial instruments

Financial aseets and labilities are offset and the net amount reported in the staternent of financial
position when there is a legally enforceable right {o set off the recognised amounts and there is an
intentton to settle on & nat basis, or realise the asset and setile the liability simultaneously.

1,18 Current and deferred tax

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

Deferred tax is recognised, using the liability method, on temporary differences arising betweaen the
tax bases of assets and liabilities and their camrying amounts in the financial statements, However,
deferred tax is not accounted for if & arises from Initial recognition of an asset or liability in
transaction other than a business combination that at the fime of the transaction affects neither
accounting nor iaxable profit or loss. Deferred tax is determined using tax rafes (and laws) that
have been enacted or substantially enacted by the end of the eporting period and are expected to
apply when the related deferred tax asset is realised or the deferrad tax liability is settled,
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Summary of significant accounting policles - continued
1.18 Current and deferred tax - conlinued

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

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

1.18 Provisions

Provisions for legal claims are recognised when the Group or the Company has a present legal or
constructive obligation as a resull of past events, it is probable that an outflow of resources will be
required to settle the obligation, and the amount has been reliably estimated. Provisions are not
recognised for fuiure operating losses, The Group's and the Company's provision relates to an
obligation restore Fort Cambridge within ten years from date of acguisition,

Pravisions are measured at the present vatueg of the expenditures expeciad o be reguired {0 seltle
the obligation using a pre-tax rate that reflects current market assessments of the time valua of
money and the risks specific to the obligation. The increase in the provision due to passage of fime
is recognised as interest expense.

1.17 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the sale of
goods and services in the ordinary course of the Group's and the Company’s activities. Revenue is
recoghised upon delivery of products or performance of services, and is stated net of sales {ax,
refurng, rebetes and discounts.

The Group and the Company recognise revenue when the amount of revenue can he reliably
measured, when it is probable that future economic benefits will fiow to the Group or the Company
and when specific criteria have been met for each of the Group's and the Company’s activities as
described betow,

fa) Sales of property

Sales of properly are recognised when the significant risks and rewards of ownership of the
property being sold are effectively transferred to the buyer. This is generally considarad to occur at
the later of the contract of sale and the date when alt the Group's or the Gompany's obligations
relating to the property are completed such that possession of the property can be transferrad in the
manner stipulated by the contract of sale.  Amounts received in respect of sales that hava not yet
been recognised in the Financial Statements, due to the fact that the significant risks and rewards
of ownership st pertain to the Group and the Company, are treated as payments received on
aceount and presented within trade and other payables.

(b} Sales of services

Revenue from services is generally recognised in the period the services are provided, based on
the services performed to date a8 a percentage of the total services to be performed. Accordingly,
revenue 1§ recoghised by reference to the stage of completion of the transaction under the
percantage of completion method,
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Summary of slgnificant accounting policies - continued
1.47 Revenue recognition - conlinued
(¢} Intarest income

Interest income is recognised for all interest-bearing instruments using the effective inferest
method.

1.18 Opearating leases
The Group or the Company is the losses

Leases of assets in which a significant portion of the risks and rewards of ownership are effectivety
retained by the lessor are classified as operating leases. Payments made under operating leases
are charged to profit or loss on a straight-line basis over the period of the lease,

1.19 Borrowing costs

Borrowing costs which are incurred for the purpose of acquiring or constructing qualifying propearty,
plant and edquipment, investment property or properly hetd for development and resale are
capitalised ps part of its cost. Qualifying assets are assets that necessarlly take a substantial
periog of time to get ready for their intended use or sale,

Borrowing costs are capitalised while acquisition or consfruction is actively underway, during the
period of ime that is required to complete and prepare the asset for its intended use. Capitalisation
of barrowing costs is ceased once the asset is substantiaily ready for thelr intended use or sale and
iz suspended if the development of the asset is suspended. All cther borrowing costs are
expensed. Borrowing costs are recognised for all interest-bearing instrumeants on an acerual basis
uging the effective interest method. Interest costs include the effect of amortising any difference
between initial net proceeds and redemption value in respaect of intarest-bearing horrowings,

Financial risk management
2.1 Financial risk factors

The activities of the Group, of which the Company forms part, potentially expose it to a variety of
financial risks. market risk (including cash flow interest rate risk and fair value interest rate risk),
credit risk and tiquidity risk. The Group's overall risk management focuses on the unpredictability of
financial markets and seeks to minimise polential adverse effects on the Company's financial
performance. The Group did not make use of dervative financial mstruments to hedge risk
axposures during the curent and preceding financial years. The hoard provides principles for
overali risk management, as well as policies covering risks referred to above and specific areas
such as investment of excess Hquidity,
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Financial risk manapement
2.1 Financial risk factors - continued
(a) Market risk

The Group is exposed to risks associated with the effects of fluctuations in the prevailing leveis of
the market interest rates on its financing position and cash flows. As at the reporting date, the
Group has no significant interest-bearing assets. The Group's interest rate risk primarily arises
from borrowings. Borrowings issued af fixed rates, consisting of bonds issued to the public, are
carried at amortised cost (see Note 14). Bank loans (see Note 14) issued at variable rates expose
the Company to cash flow interest rate risk. The board moniiors the level of floating rate
borrowings as a measure of cash flow risk taken on. 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} Credil risk

The Group is not significantly exposed fo credit risk arising in the course of their principal activity
relating {o sale of residential units in view of the manner in which promise of sale agreements are
handled through receipt of payments on account at established milestones up to delivary (refer to
Note 18), The Group monitors the performance of the purchasers throughout the term of the
related agreement in relation 0 mesting contractual obligations and ensures that contract amounts
are fully settled prior to delivery.

Credit risk arises from financial assets held in relation (o the Reserve Account {Note 8), cash and
cash eguivalents (Note 11) as well ag credit axposures to customears (Note 10), which constitute the
Groug's loans and recaivables calagory for IAS 38 categorisation purposes,  The Group's
exposures to credit risk, which excludes prepayments, as at the end of the reporting periods are
anatysed as follows:

Group Company
2011 2010 2011 2010
£ € & €
Loans and receivables category
Financial assets: Resarve Account
{Note 8) 1,383,780 - 1,383,780 -
Trade and other receivables (Note 10) 32,337 13,614 2,012 8617
Cash and cash equivalents (Note 11) 469,004 732,521 465,427 730,889
Tatal loans and receivables 1,885,121 746,135 1,851,219 731,506

The Group’s exposures (o credit risk are analysed in the statement of financial position and in the
raspective notes to the Financial Staterments, The maximum exposure to credit risk at the end of
the reporting period in respect of these financial assets is equivalent to their carrying amount. The
Group does not hold any collateral as security in this respect,

The Group's and the Company's financial assets held in relation to the Reserve Account, and their
cash, are placed with local financial institutions with high quatity standing.

As at the end of the financial reporting period, the Group and the Company had no matenal past
due or impaired financial assets,
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Financial risk management
2.1 Financial righ factors - confinuad
(c} Liquidity risk

The Group is exposed to liguidity risk in relation to meeting its future obligations with respect to
financial liabitities, which include borrowings (Note 14) and trade and other payables {Nofe 16).
Management monitors liguidily risk by reviewing expected cash flows {0 ensure that the Group and
the Company have adeguale resources 1o meet their obligations,

Prudent liquidity risk management includes maintaining sufficient cash and committed credit lines to
ensure the avatlability of an adeguate amount of funding to mest the Group's obligations. The
Group's liquidity risk is managed actively by management, Management monitors liquidity risk by
means of cash flow forecasts on the basis of expected cash flows from devslopment and operation
of the different phases of the development project  This includes reviewing the matching or
otherwise of expected cash inflows and outflows arising from expacted maturities of financial
instruments in relation to the distinct project phases  The Group is reviewing its financing
arrangements to ensure that it Is in & position to meet s short-term operational and cash flow
commitments.

The Group is reviewing its funding strategy in the context of the timing of the different development
stages of the project to sustain its fong-term prospects.

The Group's trade and other payables (Note 16) are principally repayable within one year from the
end of the reporting period. Payments received on accaunt under promise of sale agresments do
not give rise to cash outflows bul would be utitised upon delivery of the related apartments in the
expected time hands as disclosed in the related note.  The table below analyses the Group's other
principat financial liabifities into relevant maturity groupings based on the remaining period at year
end {0 the contractual maturity date. The amounts disclosed in the table are the contractual
padiscountad cash flows.

Less than Between1 Betweoen 2
one year and 2 years and 5 years Total
e £ £ £
Group and Company
At 31 December 2011
7% bonds 2011 - 2013 2,288,987 35,003,634 - 37.283,5M
Shareholders' loans 242,795 -~ B,087518 8,330,413
Bank ipans and overdrafis 37,034,119 - -~ 37034118
At 31 December 2010
7% bonds 2011 -~ 2013 2 445 876 2445876  37,386962 42278714
Shareholders’ foang - 9,781,945 " 9,781,045
Bank laans and overdrafls 30,808 718 10,974,550 41,874 269

31



GAP DEVELOPMENTS P.1.C.
Annual Report and Consolidated Financial Statements - 31 December 20173

Financial risk management - continued
2.2 Capital risk management

The Group's objectives when managing capital are:

« {o safeguard the group's ability to continue as a going concern in order to provide returns for
shareholders and kenefits for other stakehoiders;

+ o maintain an optimal capital structure {o reduce the cost of capital, and

»  to comply with requirements of the Prospectus issued in relation to the 7% securad bonds.

Since incorporation the Company has improved its share capital struciure over the years to
€18,000,000, with a further €10,000,000 in authorised but unissued share capital.

The Group monitors capital on the basis of the gearing ratio. The ratio is calculated as net external
debt divided by lotal capital. Net external debt is calcudated as tota! borrowings (as shown in the
staternent of financial position) less shareholders’ loans, cash and cash equivalents and other term
placernents with banks, including the Reserve Account. Total capital is caiculated as equity, as
shown in the statement of financial position, plus shareholders” loans and net external debt.

Group Company
2011 2010 2011 2010
€ € € €
{restatad) {restated)
Total borrowings (Note 14) 78,119,437 86,250,086 78,419,437 86,250,066
Less shareholders' loans (Note 14) (6,821,100) (8615462 (6,821,100} (8.615.462)
Less cash and cash eguivalents
{Mote 11) {469,004} (732,521 {465,427 (730,888)
Less Reserve Account (Note 8) {1,383,780) - {1,383,780) -
Net external debt 65,448,253 76 902 083 69448,830 76,903,715
Shareholders’ loans (Note 14) 6,821,100 B.616 462 6,821,100 8,615,462
Total equify 13,785,581 83,261,413 13,927,483 3,369,444
Total capital 90,061,904  93778,958 80,187 383 9388862
Gearing ratio 17% 82% TT% 82%

The Group manages the relationship between equity injections from shareholders and borrowings,
being the constituent elements of capital, as reflected above with a view to managing the cost of
capital. The Group maintains its lavel of capital by reference to its financial obligations and
commitments arising from operational requirements. The Directors consider that the capital held as
at the end of the financial reporting period is adequate to enable the Company 1o continue with the
Company's projects.
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Financial risk management - continued
2.3 Fair value estimation

At 31 December 2011 and 2010 the carrying amounts of other financial instruments, comprising the
financial assets in relation to the Reserve Account, cash at bank, receivables, payables, accrued
axpenses and shor-term borrowings approximated their fair values in view of the nature of the
instruments or their short-term maturity.  The fair value of non-current financral tiabilities for
disclosure purposes is estimated by discounting the future contractual cash flows at the current
market interest rate that is avaitable to the Group for similar financiat instruments. The fair value of
the Group's banlkk and other borrowings (Note 14) as af the end of the reporting period is not
matetialiy different from the carrying amounts. Information on the fair value of the bonds issued fo
the public is disclosed in Note 14 to the financial statements.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and based on historical experience and cther
factors including expectations of future events that are believed to be reasonahle under the
circumstances.

In the opinion of the Dirgctors, other than as described in Note 1.1 in respect of the application of
the going concern basis of account, and as described below in respect of the carrying amount of
inventories, the accounting estimates and judgements made in the course of preparing these
financial statements are not ditficull, subjective or complex to a degres which would warrant their
description as critical in terms of the requirements of 1AST (tevised).

During the year ended 31 December 2010, the carrying amount of property held for development
and resale was reduced o its net realisable valua as estimated by the Directars. This write-down of
inventory amounted to €7,353,381 {refer to Notes 9 and 29). Nt realisable value of the proparty
was determined by the Directors after taking cognisance of the advice of external property valuers
and experts, and was hased on market-observable prices for real estate in comparable projects in
Malta.

Segment reporting

As disciosed further in Note 8, the Group’s main object is the development of the Fort Cambridge
Area.  in accordange with the requirements of IFRS B ‘Operaling segments’, the Group's
management reviewead the disclosures required in this respect and, taking cogrizance of the
information utilised within the Group for the purposes of assessing performance, determinad that
the Group effectively has one operating segment which is the development of the Fort Cambridge
project.

Property, plant and equipment

Group Lansehold Plant & Office Motar Furniture &
propery machinery equipment  vehicles fittings Tatal
€ £ € 3 £ £
At 1 Jannary 2010
Cost 8,703,631 66,369 12 457 14,798 222,292 9010847
Accumulated
depreciation {193,491) {24,096) {G,640) (B,198) (54,941) (2853606)

Met book amount 8,510,140 42273 58,817 8800 167,351 8,734,184
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Property, plant and equipment - continued

Group Leasehold Flant & Office Mator Furniture &
property  machinery  equipment  vehicles fittings Total

€ £ € 13 € €
Year ended 31

December 2010
Opening net book

amount 8.510,740 42,273 5817 8,600 167,351 8,734,181
Adjustments to the

carrying amount of

assets recognised

simultaneously with

restoration obligations

(Note 15) {930,000) - -
Additions - “ 1,166 - 819 2.075
Disposals - - - {1,398) - (1,308)
Depreciation charge (64,380) (8,032 (3,400  {2.120) (22,318y  (100,250)
Depraciation released

on dispozals . 838 - B38

- - {930,000)

Closing net book amount 7,515,760 34,241 3573 5,920 146,852 7,705,445

At 31 December 2010
Cost 7.773631 66,369 13813 13,400 223211 8090224
Accumulated

depreciation (257.871) (32,128) (10,040}  (7,480) {77,208) {384.778)

Net book amount 7,515,760 34,241 3,573 5,920 145 852 7 705,446

Year ended 31

Docember 2011
Opening net book

amount 7,515,760 34,241 3,973 5,920 145952 7,705,446
Disposats - - (13,400 - (13,400
Depracistion charge (63,736) (8,033 (3471 (123N (22,321 {98,498)
Depreciation released

on disposals - . - B717 8717

Closing et book amount 7,452,024 26,208 402 - 123,631 7,602,265

At 31 December 2011
Cost TH73,631 66,360 13,6813 - 223,211 8,076,824
Accumulated

depreciation (321,607)  (40,181)  (13.211) - (99,580) (474.559)

Net book amount 7.452,024 26,208 402 - 123,631 7,602,265




Property, plant and equipment - confinued

Company

At T January 2090
Cost
Accumulated depreciation

Net book amount
Year eitded 31 Decembsar 2010

Opening net book amaount
Adjustments to the carrying amount

of assets recognised simultanacusly

with restoration obligations
(MNote 18)
Additions
Disposals
Depreciation charge
Depreciation released on disposais

Ciosing net book amount

At 31 December 2070
Cost
Accumulated depreciation

Met book amount

Year ended 31 December 2011
Opening net book amount
Disposals

Depreciation charge

Depreciation released on disposals

Ciosing net book amount

At 31 December 2011
Cost
Accumulated depreciation

Net book amotint

Leasehold

Office

property  equipment

8,703,631
{193,491)

8,610,140

11,626
(5,841)

5,585
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Motor Furniture &

vehicles

€

14,798
(6, 198)

8,600

8,510,140

(930,000)

{@4,386)

7,615,760

5,085

1,156

(3,16é)

7,773,631
{207,871)

12,682

{9,109)

8,600

(1,398)
(2,120)
838

13,400
(7,480)

3,573 5,820

7,515,760

7,015,760

{63,736)

3,573

(3.171)

5,673

5820

fittings
€

108,809
(20.896)

Tola
€

8,838,764
(226,326)

87,913

818

(10,870}

108,728
{31,866)

77.862

B7. 413

77 862

8612238
8,612,238

{930,000)
2,075

(1,598)

(80,638)
838

7,603,115

7,909,441
(306,326)

7,603,116

6,920
(13,400)
(1,237)

7,452,024

7,773,631
(321,607)

12,682
(12,280)

402 66,688 7,519.315

B, 717

77 862

(10,973)

108,728
(42,839)

7,603,115
{13,400)
(79.147)

8717

7,886,041
(376,728)

7,462,024

402

66,889

7,619,315
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Investment in subsidiary undertakings

Company
£
Years ended 31 December 2011 and 2010
Opening and closing cost and carrying amounts 3,339,561
The subsidiaries at 31 December 2011, which are unchanged from 2010, are shown below,
Class of Parcentage of
Registered office  shares held shares held
%
Tigne Development Co Lid GAP Holdings Ordinary shares 99.00
Censu Scerrd Stragt  Preference shares
Tigne, Sliema
Malta
Fort Cambridge Property Mgt. Ltd GAP Holdings Ordinary shares 100

Censu Scerri Sireet
Tigne, Sliema
Malta

The principal activity of Tigne Development Co Ltd included the operation of a youth hosted,
howaver it is currently not trading, while the principal activity of Fort Cambridge Property Mgt. Lid
carries on the business of property management, io collect monies and administer the funds in
carrying oul the administration of properties,

Deferred taxation

Deferred {axes are calculalsd on temporary differences under the liability method and ave
measured at the tax rates (hat are expacted to apply to the period when the asset is realised or the
tialvility is settled based on tax rates (and tax laws) that have been enacted by the end of the
reporting period, The principat tax rate used is 35% (2010; 35%).

Following a reassessment of the deferred tax assets as at the end of the reporiing period, deferred
tax assefs in excess of deferred tax fabilities as at that date were derecognised as it is not
congidered probable thal fulwe taxable profit will be available against which the temporary
differences can be utilised.
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Daferrad taxation - continued

The movement on the deferred tax account is as follows:

Group Company
2014 2010 2014 2010
€ € £ €
{restated) (restated)
At beginning of year 8,310 {1,739 - -

Deferred taxes on temporary differences

aristhg on depreciation of property,

plant and eguipment {Note 23) 2,635 280 2,228 (200)
Defarred taxes arising on unabsorbed

capitai allowances and tax losses

carried forward (Note 23) 1,630,667 94,884 1,624,709 45,325
Deferrad taxes arising on provisions

{Note 23) (257,889) 2573683 (257,988) 2573683
Movemnent in unrecognised deferred tax

asset (Mote 23) (1,383,623} (2,658,808) (1,368,948) (2658808}
At end of ysar - 8,310 - -

All the amounts disclosed in the table above, which have been referenced to Nole 23, are
recognised in profit or loss.

The balance at 31 December represents:

Group
As at 31 Asg at 31 As at 1
December  December January
2014 2010 2010
€ € €

{restated) (restated)

Temporary differences arising on depreciation of

property, plant and equipmeant {7.811) (10,446) (10,736)
Temporary differences arising on provisions 2,315,694 2573883 .
Unabsorbed capital allowances and tax losses

gartied forward 1,894,242 263,575 168,691
Total deferred tax asset 4202125 2,826,812 157,655
Deferrad tax asset not recognised (4,202,125} (2,818,5602) {169,6594)

Deferred tax asset/(liability) recognised in the
statemant of financial position . 8,310 {1,739}
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Deferred faxation - continued

Company
As at 31 As at 31 As att
December  December January
2011 2010 2010
€ € €

(restated) (restated)

Temporary differences arising on depreclation of

property, plakt and equiprmant 2,028 {200) -
Temporary differences arising on provisions 2,516,694 2,673,683 -
Unabsorbed capital allowances and tax losses
carriad forward 1,869,728 245 019 150 6594
Total deferred tax assat 4 187,450 2,818,502 150,894
Deferred tax asset not recognised (4,187 450) (2.818,502) {15%,694)
Deferred tax aszet/{liability) recognised in the
statement of financial position . . .
Financial assets: Reserve Account
(Group Company
2011 2010 2011 2010
€ £ £ €

Bond redemption fund 1,383,780 - 1,383,780 .

Financial agsefs: Resarva Account comgrise the bond redemption fund which is held in a separate
account and which is earmarked for the eventual repayment of the bonds (Note 14).

The bond prospectus dated 21 March 2007 stated that a Reserve Account would be created so as
to cover the redemption of the bonds. The Reserve Account, which was created when the Trust
Dead was set up with Bawag Mala Ltd., is (0 be credited with an agreed percentage of the
proceeds from the sale of every apartment in the Fort Cambrigge project.

it is to be noted that the prospectus also showed that it was envisaged the Full Development Parmit
would be issued in September 2007 and therefore the cash flow projections shown in the
prospectus were based on this assumption, with the proviso that there would "not be any material
changes in circurnstances”.

The Company experienced an abnormal delay in the issuance of the Full Development Permit,
which was a material change in circurmnstances. The delay coupled with other general delays, had a
corresponding delay in the programme of works, rasulting in delays to the Reserve Accolnt, The
forecast of €34.8 million as at 31 Decemnber 2011 (2010: €33.5 miflion) shown on the Prospectus
could not be met. Since April 2011 Final Deeds of Sale were being entered into and the Reserve
Account being credited with the agreed percentages from the sale of avery apartment in ferms of
the Deed Trust with Bawag Malta Ltd. The amount credited to the Reserve Account as at 31
Becember 2011 was €3.6 million of which €2.2 million were utitised to repurchase bonds,
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Inventories - Development project

The main object of the Group is the development of the Fort Cambridge Area situated at Tigne'.
The Group acquired the area earmarked for residential development as freshold property and the
area earmarked for other development by title of temparary emphyteusis for a period of 99 years,

The Group acquired the property from the Government of Malta on 27 April 2007, The contract of
sale included a spacific condition obliging the purchaser to acquire the shares of Tigne
Developments Company Limited at a specified price.  The cost of acquisition of the shares was
higher than the net assel’s fair value at the date of acquisition; thereby giving tise to an impairment
loss on the asset amounting to €10,508,104. The Directars are of the opinion that the substance of
this transaction is that the loss arising on the impairment of the asset is not an investrnent loss but
part of the acquisition cost of the land and included the said amount accordingly in the Tinancial
statements for the vear ended 31 December 2007

During the prior year the Directors resolved to reduce the book vaiue of the property held for
development and resale fo the net realisable value as estimated by the Directors, resulting in a
write-down of €7,353 381 {refer to Note 29).

Costs incurred on the project up to 31 December 2011 and 2010 comprised:;
Group and Company

As at 31 As af 31
December Pacember

2011 2010
€ £
(rastated)
Cost of fand, demolition, excavation, design works, construction,
restoration and finishes

At 1 January 111,634,310 25210677
Additions during the year 13,989,353 16,008,641
Amount transferred from wages {Note 18) 362,622 414 692
Transfers to cost of sales {13.9210,133) “
At 31 December 112,076,152 111,624,310
Borrowing costs aftnbutable fo the project
At 1 January 22,896,367 16,816,676
Loan interests and direct charges 5,658,216 5,488 194
Amordisation of secured bonds issue cost 136,692 410,074
Impubed interest on shareholders” loang 183,422 174,423
Transfers to cost of sales (3,174,780} -
Af 31 December 25,696,917 22 896,367
Inventory wiite-gown
At 1 January {7,383,381) -
Inventory write-down - {7,353,381)
Transfer to cost of sales 709,882 -
AL 31 December {6,643,498) (7 353381
Total inventories - Development profect 134,129,871 127 177,296
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inventories - Development project - continued

Borrowing costs arising from bank and other borrowings capitafised within inventories are reflected
within the table above. A capitatisation rate of 6.8% (2010: 7.4%) was utilised in this respect,

Subsequent to the reporting period, the main sub-contractor registered a special privilege on the
above development projact propsrty for an amaunt of €8,136,081, representing the balance due 1o
this sub-contractor upon completion of works on 11 June 2012, This speckl privilege is
subardinated to the bank loans and fo the Company's bonds.

Trade and other receivables

Group Company
2011 2010 2011 2010
€ € £ €
Trade receivables 10,333 9,836 - -
Amounts owed by fellow subsidiaries - - 2012 817
Amounts owed by othar related parties 22,004 3,761 w -
Other taxation - 18 - -
Prepayments and accrued income 1.019,282 790,443 969,717 790,443

1,051,589 804,057 971,729 781,060

Prepaymaents principally comprise commissions paid to reai estate agents.
Cash and cash equivalents

For the purpose of the statements of cash flows, the year-end cash and cash equivalents comptrise
the following:

Group Company
2014 2010 2011 2010
& £ € €
Cash at bank and in hand 468,004 732,621 465,427 730,889
Share capital
Group and Company
201 201G
£ €
Authorisod
5,600,000 (2010: 5.000,600) "A" ordinary shares of €2.5 each 14,000,000 12 500,000
5,600,000 (2010: 5,000,000) "B" ordinary shares of €2.5 each 14,000,000 12 500,000

28,600,000 25,000,000
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Share capital - continued

Group and Company

2014 2010
€ €

tssued and fully paid up
1,800,000 (2010: 3,200,000) “A” ordinary shares of €2.5 each 4,500,000 8,000,000
5,400,000 (2010: 3,200,600} “B" ardinary shares of €2.5 each 13,500,600 8,000,000

18,000,000 16,000,000

All shares enjoy equal rights irespeactive of thelr class,

The following amendments to the Company's authorised and issued share capital took place in
terms of resoiutions dated 26 December 2011,

Authorised share capital

Shares {quantity) Share capital
“A" orginary "B ordinary  "A” ordinary "B ardinary
of £2.50 of €2.50 of €2.50 of €2.50

gach each sach gach
€ €
At January 2019 5,000,004 5,000,000 12,500,000 12,800,000
ncrease in share capital &00.000 £00,00 1,500,000 1,500,000
At 31 December 2011 5,600,000 5,600,000 14,000,000 14,000,000
lesued share capital
Shares [quantity) Share capital

“A"ordinary  “B" ordinary A" ordinary "B ordinary
of €2.50 of €2.50 of €250 of €2.50

each each each each

€ €

At 1 January 2011 3,200,000 3,200,000 8,000,000 8,000,000
Beduction of share capital (Note (i) {1,400.000) (1,400,000) (3.500,000) (3,500,000)
{ssue of share capital - 3,600,000 - 9000000
At 31 December 2011 1,800,000 5,400,000 4,500,000 13,500,000

{iy Reduction of share capital

The reduction in issued share capital was effected in order to offsel losses in terms of Article 83(5)
of the Companies Act, 1886,
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Capital contribution reserve

Group and Company

2011 2010

€000 €000
At beginning of year
- as previousty reported - -
- effgct of correction of prior vear errors 851,105 551,108
- a5 restated 681,105 E51,108
Additions durng the year 545,053 .
At end of year 1,066,158 551,105

Capital contribution reserves consist of coniribulions, in the form of long term, interest-free loans
from the shareholders to the Company, The amount of the contribution reprasents the difference,
upon recognition of the borrowings by the Company, between the fair value of the foans and the
Imans’ nominal amount,

These contributions from the shareholders are in excess of initial share capital, they do not
themselves bear interest, and the sharehoiders do not have a right to ohlige the Gompany o return
these contributions.

During the year, the shareholders significantly modified the repayment terms of the gxisting
borrowings (Note 14) by granting the Company an extension for repayment from 2012 to 2014
The inans continue 1o be free of inferest. Accordingly, the difference between the fair value of the
borrowings and their carrying amount at the date of the modification has bean recognised ag an
increase to the capital contribution reserve.

The capital contribution reserve is non-distributable.

Horrowings
Group and Company

As at 31 As at 31 As at 1
December  December January
2011 2010 2010
€ & €
(restated) {restated)

Non-cureeit
7Y% bonds 2011 - 2013 34,263,918 36,434,978 36,024,904
Shareholders’ loans 6,578,305 B.816,462 4 448 894
Bank loans and overdrafts - 10299907 37720157
Total non-current borrowings 40,842,223 55 350347 78283 055

Current

Shareholders’ ioans 242 795 - "
Bank toans and overdraits 37,034,419 30,880,719 4285715
Total currant borrowings 37,276,914 30899715 4285715
Total borrowings 78,119,137 86,250,088 82848670

42
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Borrowings - continuad

By virlue of an offering memorandum dated 21 March 2007, the Company issued secured bonds
amounting to €35 million, The secured bonds are redeemable ot par (€100) and are due for
radermpiion on 30 April 2013 but are redeemabile in whole or in part, &t the option of the Gompany
ot 30 Aprit 2011 or 30 April 2012, The secured bonds are guaranteed by a general and special
hypothec over Zone A of the property of the Company.

During the year ended 31 December 2011 the Company repurchased, and cancelled, 2,227 409
bonds from the market, The bonds outstanding at the end of the reporting period are measured at
the amount of the nel proceeds adjusted for the amortisation of the difference between the net
progeeds and the redemption value of such bonds, using the effective interast method as follows:

Grouy and Company

As at 31 As at 31 Az at 1

Dacember  December January

2011 2010 2010

£ € €

Face value of the secured bonds 32,713,877 34,041,086 34,041,088
issue costs 4,640,205 1,640,206 1,640,295
Accumulated amortisation (1,640,295} {1,503,603) (1,093 529)

Closing net book amaout - 136,682 546, 766

Amortised cost (excluding aceruad interest) at 31
Decembrer A2 713,877 34.804,394 34,384 320

The bonds are subject to a fixed interest rate of 7% (2010 7%). The quoted market price as at 31
December 2011 for the secured honds was €100 (2010, €58),

As at 31 December 2011, the shareholders' loans are unsecured, bear intersst at 7%, and are
repayable in 2014, Shareholder foans amounting to €3 million (2010: €2 million} do not bear
inferest. In accordance with the requirements of IAS 39, the interest-free part of the loans were
originally recognisad at inception &t their fair vaiug, and the difference between the fair vaiue and
the nominal value af initial recognition was presented as a capital contribution within equity (refer to
Note 13}

The bank borrowings are sacured by special and general hypothac on the Company's praperty and
by guarantees and hypothecs of related parties. As at the reporting date, the Company was in
negotiations with the lenders to amend the existing loan and overdrait facilties.  Successful
negotiations were concluded in April 2012 and the Company has extended is toan facility originatly
amounting o £34,000,000 {(2010; €34,000,000) and an overdraft facility of €7,200,000 (2010
€7,200,000) 1o March 2013,

43



GAP DEVELOPMENTS PLC.
Annuat Report and Consofidated Financial Stalements - 31 Bacember 2011
Borrowlngs - continued
The intersst rate exposura of borrowings was as follows:
Group and Company

As at 31 As at 31
December December

2011 2010
€ £

Total borrowings (excluding acorued intarest),
At flosting rates 36,087,184 41,198,626
At fixed rates 36,786,472 40,561,085

73,743,626 81,760,711

Borrawing cosls on the above borrowings are racognised in accordance with the accounting policy
in Note 1,18,

Group and Company

Az at 31 As at 31 As at 1
December  Decernber January
2011 2010 2010
€ € €

Maturity of non-cureent borrowings
Due between 1 and 2 years - 10,298,907 37,780,157
Due between 2 and b years 40,842 22%  A5080,440 40473798

Total non-current borrowings 40,842,223 55350 347

Effective interest rates at balance sheet date:

Group and Company
As at 31 As at 31
December  December

2011 2010
7% bonds 2011 — 2013 7.00% 7.00%
Shareholders' loans 7.00% 7.00%
Bank overdrafis 6.058% 6.50%
Bank loan 561% 6.80%
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Provigsions for other liabilities and charges

Group and Company

2011 2010
€ €
{restated)
Balance af 1 January 1,400,000 2,330,000
Changes in the estimated oultflow of resources required to seitls
the obligation (Note 5) . (930,000)
Balance at 31 Dacember 1,400,000 1,400,000

The contract of purchase of land in the Fort Cambridge area includes a condition that obliges the
Company to restore Fort Cambridge within ten years from date of acquisition. The cost to fulfil this
contractual obligation was originally estimated by the Company's architect at €2,330,000, The
estimated outflow of resources required to seltie the obligation, which was reviged downwards in
the vear ended 31 December 2010 (refer to Note 29), has been recognised as an adjustment 1o the
carrying amount of property, plant and eguipment (Mele 8).  The Directors estimate that the
provision as at 31 December 2011 does not vary materially from the last estimation,

Trade and other payables

Group
As at 31 As at 31 As at 1
Detcember  December January
2011 2010 2010
£ € €

(restated) {rastated)

Non-curratit

Other payables - - 11,016,044
Current

Trade payables 873,744 Be8 382 BBY 455
Amounts due to ralated partios 19,970,273 15,302,980 7560127
Payments received on ascount 27,599,080 23550642 2,827 147
Social security and other taxes 8,040 12 832 15,158

Accruals 801,900 777,298 410,402

49,264,037  40,532244 11,600,289

Total trade and other payablos 49,254 037  40,532.244 22 516,333
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Trade and other payables - continued

Won-current
Other payables

Current

Trade payables

Amaounis due to subsidiaries
Amounts due o related parties
Payments received on account
Social security and other taxes
Aceruals

Totat trade and other payables

52,295,841

Company
As at 31 As at 31 As at
Becember  Dacember Jarwary
2011 2010 2010
€ 3 £

{rostated) {restated)

. - 11,018,044

786,650 846,707 857,754
3468117 315680562 3,144 500
19,970,273 15,302,900  7.660127
27,588,080 23580642 2827147
2,040 12932 15,158
761,681 765,681 404,002

43,638 504 14,608 693

E2,295.841 43638504 25824737

Amounts due to related parties, which principally comprise amounts due to GAP Contracting
Limited for construction works, and in the case of the Company, amounts due to subsidiaries, are
unsaecured, interest free and have no fixed date for repayment.

Payments received on account represent amounts paid by various purchasers on promise of sale

agreements in respect of residential apartments.

Ravenue
Group Cormpany
2011 2010 2014 2010
€ € € €
Sale of property 13,082,681 - 13,082,681 "
Forfeited deposits 266,930 104 885 256,930 154,885
Other 2,764 232 937 - 232 937
Total revenue 13,342,275 387,822 13,338,511 387 822

Other revenue during the year ended 31 December 2010 includes a non-recurring sale of the Midi

tunnel amounting to €232,937.
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Expenses hy nature

Group Company
2011 2010 2011 2010
£ il € €
Cost of building works 16,375,030 282,150 16,375,030 282 150
Inventory write-down {Note €) - 7,353,381 - 7353381
Sales commissions 588,262 - 558,262 -
Depreciation (Note &) 98,498 100,251 79,147 80,639
Directors' emoluments 136,860 164,696 138,869 164,695
Other expenses 153,686 174,895 165,274 168,533

Total cost of sales and

adminisirative expenses 17,354,335 8,080,373 17,336,542 8,044 359

As disclosed in Nole 8, an inventory write-down of €7.353,381 was recognised as an unrealised
axpanse during the year anded 31 December 2010, Qut of this amound, €709,883 hrecame realised
duting the year ended 31 Dacember 2011,

Directors' emoluments are presented within employee benefit expense in Note 19.

Auditor's fees

Fees charged by the auditor for services rendered during the financial periods ended 31 December
2011 and 2010 included above within 'Other expenses' relate to the fallowing:

Group
2011 2010
€ €
Annual statutory audit 22420 11.502

Employee benefit expense

Group and Company

2011 2010

€ 3

Wages and salaries 481,546 556,905
Social security costs 19,945 22783
Capitalised cost (Note 9) (362,622) {414 892)

138,868 164,696

Average numnber of employees 16 17
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Other operating income/{expenses) - net

Profit/(loss) on disposal of assets

Finance income

Bank interast income

Other income

Gain from repurchase of bonds (Note 14)

Tax expense

Current tax expense
Deferred tax expense (Note 7)

Tax expansef(incoma)

GAP DEVELOPMENTS P.IL.C.
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Group and Company

2011 2010
€ €
14,490 (559)

Group and Company

2014 2010
€ £
14,837 11,031

Group and Company

2011 2010
g &
12,888 -

Group Company
2011 2010 2011 2010
£ € € €
2,760 1,655 2,228 1,665
2,310 {10,048 - .
14,070 (8,394) 2,228 1,655
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The accounting loss and the tax charge for the year are reconciled as shown hereunder:

Loss befate tax
Tax on profit &t 35%

Tax effect of,

Income subject to 15% final
withholding tax

Expenses not deductible for tax
purposes

Movement in unrecognised deferred
tax asset

Qther

Tax charge

Directors’ emoluments

Salarles and other emoluments
Social security costs

Group Company
2011 20140 2011 2010
€ € L €
{3,962, 848) (7.682.078) (3,954,816) (7.661,105)
(1,389,446) (2,688,727) (1,384,186) (2.677.886)
(2,967) (2,208) (2,967) (2,206)
22,308 22,6833 22,308 22,533
1,383,623 2 658,808 1,368,948 2,658,808
2,448) 1,108 {1,878) 406
11,070 (8,364) 2,228 1,655

Group and Company

2011
€

217,817

3,681

224,498

2010
€

263,562
2,423

265,085

Directors’ emoluments amounting to €82 620 (201 €102.289) have been capHalised within
inventary costs. Al other amounts have been recognised as an expense and are presented within
administrative expenses,
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Cash generated from operations

Reconciliation of operating loss to cash generated from operations:

Group Company
20114 2010 2011 2010
€ € L3 £
Operating loss (3,997 570) (7.683.110) (3,882,541) (7.662,139)
Adjustments for:
Depreciation on property, plant and
equipment {Note 5) 93,498 100,250 79,117 80,638
Loss on disposal of assets (Note 20) (14,480) 559 {14,420) 559
tnventory write-down (Note 8) - 7,353,381 . 7,363,381
Changes in working capital:
inventories 1,450,465 (17.284.588) 1,480,465 (17,284 5869}
Trade and other receivalbiles (247,532 {390,800) {180,668) {394,688)
Trade and other payabies 8721793 180581 8,657,337 18,013,767
Cash generated from operations 6,011,164 101,802 6,009,219 106,932

Significant non-cash transactions

Significant non-cash transactions during the year endad 31 December 2011 comprised the
reduction in issued share capital as disclosed in Note 12, the issue of €9.000000 "B" ordinary
shares, which was effected through the capitalisation of shareholders’ loans; and the extension by
the shareholders of the interest free loan repayment term. The fatter fransaction resulted in an
increase of €5145,053 in capital contribution resetves, as disclosed in Note 13.

During the year endad 31 December 2010, significant non-cash transactions comprised the
reduction of €7,363,381 in the carrying amount of inventory (refer to Notes 8 and 28).

Related party transactions

All companies owned by the same sharsholders of GAP Holdings Limited and Tighe Skies Limited,
being the shareholders of GAP Developments p.le., are considered by the Directors to be related
parties.

Transactions with relsted parties mainly comprise the provision of funding by the shareholders,
interest expenses charged thereon {details of these iranzactions are disclosed in Notes 13 and 14),
and property development services which are provided by GAP Contracting Limited. AR major
contracts of work on the Fort Cambridge development project are carriad out by GAP Contracting
Limited, GAP Holdings Limited owns 50% of GAF Contracting Limited and Tigne' Gkies Limited
owng the other 50%. GAP Contracting Limited invoices GAP Developments p.l.c. for works carried
out &t cost,

During the course of the year the Group and the Company entered into the following transactions
with related parties:
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Related party transactions - continued

Group and Company

2011 2010
€ €
Charges
Development costs chargeable by GAP Contracting Limited 11,602,368 12,888,284
Interest chargeable on shareholders’ loans (excluding notional
interest charges on the interest-free portion of shareholders’ loans) 334,550 357,700

Proceeds from shareholders’ loans amounted o €7,242 796 during the year ended 31 December
2011 (2010: €3,660,077), In addition, and as disclosed in Notes 1.1 and 30, subsequent to 31
December 2011 the shareholders committed with the banks 1o provide additional funding of
€12,000,000 by March 2013, of which additional loans of £5850,000 were granted by the
shareholders after the reporting period.

Year-end balances with related parties, arising principally from the transaections referred to
previpusly, are disclosed in Notes 10, 14 and 16 to these financial statements. These notes include
information about the terrms of these balances.

Key management personnel compensation, consisting of director's remuneration, is disclosed in
Note 24.

Commitments

In addition to settling the liabilities associated with the purchase price of the tand, the ermphytautical
grant entered inlo with the Government provides for a series of davelopment obligations relating to
the contents of the project and the timescales over which it should be completed. As at the end of
the raporting period the development was substantially completed, and outstanding commitmants
redated to these obligations amounted to €14,250,000.

The Group snd the Company are also committed to effect payments for ground rent in respect of
the temporaty emphyteusis on tha Fort Cambridge area for a period of 99 years which commanced
in April 2007, This commitment amounts to €51,243 within one year from the reporting period,
€204,985 after more than one and less than five years, and €8 596 390 between five and ninety five
yaars, ‘

Contingencies

The Company has received a number of judiciat letters from pearsons who had signed promise of
sale agreements with the Company, claiming 2 refund of the payments on account that were
effected to the Gompany, together with interast as stipulsted in the promise of sale agresments.
These claims were made on the basis that the apariments had not been completed by the date
stiptated in the agreamants,

in addiion, as al 31 Decembar 2071 the Company had entered ito & number of promise of sale
agreements with respect to sale of apartments in the Fort Cambridge project, as a result of which
the Company has received payments on account. In the evenl that these sales transactions are not
complteted, the Company will be required to refund the related payments received on account,
which are presented in these financial statements within Trade and othar payables.
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Prior year adjustments
The following errors have been corrected in the cumvent year's financial statements:
(i} Initial and subsequent measurement of shareholders’ loans

Non-current shareholders' loans (Note 14) were granted to the Company on terms that were
favourable to the Company, These amounts were previously recorded, at initiat recognition, at the
normingl value of the loans granted, which is in accordance with the accounting policy for financial
trabilities as disclosed in he accounting policies in Notes 1.1 and 1.13.

However, the difference between the initial recognition amount of the shareholders’ loans, and the
nominat value of the loans, which in substance represenis a capital contribution from the
shareholders, was recognised in the year ended 31 December 2009 as a reduction to inventory.
This difference amounted to €551.105, and therefare impacts the reported figures for both 1
January 2010 and 31 December 2010,

In accordance with the requirements of IAS B, these financial siatements reflact the required
correction to the carrying amount of shareholders’ loans as at 1 January 2010, As a result of the
correction, the difference between the initial recognition amount of the shareholders' loans, and the
nominal value of the loans, has been recognised in a capital contribution reserve ag further
disclosed in Mote 13.

Eurthermore, the amortisation during the year ended 31 December 2010 of the shareholders’ loans
was recognised as a reduction to the carrying amount of inventory, as opposed 10 an increase in
the carrying amount of the shareholders' loans as required by the accounting policles referred to
above. These financial statements therefore reflect an adiustment o the carrying amount of
shareholders’ loans.

(1) Wirite down of inverttory (o nel realisable value

An exceptional write down of inventory of development property was recognised in the financisl
statements for the year ended 31 December 2010 in order to write down the value of inventory to its
net realisable value.

The correction of the errors referred to above in respect of the initial and subsequent mMeasuremant
of shareholders' Ioans therefore necessitated the addittonal write-down of inventory by an amourt
of €722 528,

(iify Derocoghition of deferred lax assel

Deferred {ax balances, ansing on the Company’s unabsorbed capital allowances and tax losses
carried forward, were previously recognised in full as an asset in {he financial statements. A
reassessment of the temporary differences that gave rse to the deferred tax asset resuited in a
conclusion by the Directors that it is not probable that fifure taxable profit will be available against
which the temporary differences can be utilised. Accordingly, these deferred tax assets should
have been derecogrised in the prior year's financial statements,

As a result, these financial statemenis reflect a derecognition of the deferred tax asset that was
previously recognised by the Company, which amounted to €159,694 and €244 823 respectively as
at 1 January 2010 and 31 December 2010,

52



29,

GAP DEVELOPMENTS PL.C.
Annual Report and Consolidated Financial Statements ~ 31 December 2011

Prior year adjustments - continued
(v} Provisions

Ag at 1 Jenuary and 31 December 2010, provigions in regpect of a contractual obligation to resfore
Fort Cambridge within ten years from the date of acquisition were classified within Trade and other
payables. The related provision, which amounted to €2 330,000 as at 1 January 2010, has baen
reclagsified within these financial statements as Provisions for ligbilities and other charges.
Similarly, the asset that was recognised in relation o this provigion has been reclassified in these
financial statements as at 1 January 2010 and is presented within property, plant and equipment,

Furthermore, and based on information that was available when the financial statements for the
year ended 31 December 2010 were issued, the estimated cost to sefle this obligation was
reassessed fo be €1,400,000. Accordingly, the provision has basn remeasured in these financial
statements {o a carrying amount of €1.400 000 as at 31 Dacember 2010, with a corresponding
adjisstment, as required by IFRIC 1, to the catrying amount of property, plant and equipment.

{v) Classification of liabifities

As at 1 January 2010, interest accrued on the Company’s bonds amounting to €1,630,584, and
interest accrued on bank loans amounting {o €876,246 were previously classified and presented
within accruals. Similarty, as at 31 December 2010, interest accrued on the Company's bonds
amounting to €1,630,584, mnterest accrued on its shareholders' loans amounting to €375,145, and
amounts due to related parties amounting to €637,703% were also previously classified and
presented within accruals. Following a reassessment of these balances, it was determined that
these should respectively be classified and presented within 7% bonds 2011 ~ 2013, Sharehoiders’
ioans, Bank loans, and Amounts due to related parties.

Similarly, payments received on account amounting to €339,6592 as at both 1 January 2010 and 31
Decembear 2010, which were previously classified and presented within trade payables, have been
reclassified within the financial statemenis and are presented within Payments received on account.

The impact of the above-disclosed matters was adjusted in these financial statements as shown
below:

Effect of
Amotnts as correction
praviously of prior Amiounts
Notes raported  vear errors  as restated
€ € €
Group
Az at 1 January 2010
Non-current assets
Praperty, plant and ecuipmant {iv} 65,404,181 2,330,000 8,734,181
Defarred tax assets {iif) 157,955 {157 955} .
Current assets
Inventory {h, (iv) 113,808,248  (1,778,885) 112,027,353
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Prior year adjustments - continued

Effect of
Amounts as correction
previously of prior Amaouris
Notes reported  year errors  as restated
3 L €
Capital and reserves
Accumulated losses (i) (458,779) (159,684) {616,473)
Capital contribution reserve {i) - 551,108 551,105
Non-currant liabiiities
Provisiong for fabilities and other charges {iv) o 2,330,000 2330,000
T% bonds 2011 - 2013 {v) 34,394 320 1,630,584 36,024 804
Banks loans (v) 36,813,911 876,246 37,790,157
Deferred tax liabilities {iii) 1,739 1,739
COther payables (iv) 13,346,044 (2.330,000) 11,016,044
Current liabilities
Trade payables '] 1,027 148 {339,693) G87.455
Payrmeants received on ageount {v) 2,487 454 339603 2,827147
Actrupls {v) 2,817,232 (2,606,830) 410,402
393,150
As at 31 December 2040
Non-current assets
Property, plant and equipment {iv) 8,638,440 {930,000) 7.,705.446
Deferred tax assots (i} 263133 (244,823 8,310
Current assats
Inventory (i, 0y 127177 296 - 127,177,298

(1,174,823)

Capital and reserves

Accumidated losses (i, iy (7.322.807) {967,351) (8,290,188)
Capital contribution reserve {i - 551,105 551,108
Non-current liabilities
Frovisions for liabilities and other charges {iv) - 1,400,000 1,400,000
7% bonds 2011 - 2013 (v) 34,804,394 1,630,684 36,434,978
Shareholders' loans {1y, (v) 8,068,804 546,668  B,815.462
Other payables {iv) 2,330,000  (2,330,000) -
Current liabilities
Trade payables (W) 1,228,078 (332,893) 888 382
Amounts due to related parties {V) 14,665 287 637,703 15,302,890
Payments received on acsount (V) 23.210,04% 339693 23.,5h0642
Accrilgls {v) 3420730 (2,643.432) TI7,298

(1.174,823)
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28, Prior year adjustments - continued

Effact of
Amounis a% correction
praviously of prior Amounts
Notes reported  year errors  as restated
£ & &
Company
As at 1 Januwary 2010
Non-current assets
Propatty, plant and equipment {iv} 6,782 238 2,330,000 B.612 238
Deferred tax assels {iii) 150,604 (159,694) -
Current assets
inventory {H 113,806,248  (1,778,895) 112,027 353
391,41
Capital and reseives
Accurnulated losses (i) {369,207) {159.604) (528,901}
Capital contribution resetve (i) - 551,105 551,105
Mon-current fisbilities
Provisions for liabiiities and other charges () - 2,330,000 2,330,000
7% bonds 2011 - 2013 {v) 34,384 320 1630,584 36,024,904
Baniks loans () 36,913 911 876,246 37,790,157
Other payables {ivh 13,346,044 (2,330,000) 11,016,044
Gurrent liabilities
Trade payabies (v} 997 452 (339,693) 667,759
Paymeants received on account (v 2,487 AB4 339,693 2,827 147
Accruals (v} 2,810,832 (2,506,830 404,002
391 411
As at 31 December 2010
Non-currert assets
Property, plant and equipment {iv} 8,533,115 {830,000) 7803115
Deferrad tax assets i) 244 823 {244 823) -
Current assets
Inventory (), (iy 127,177,296 - 2T ATT 206
{1,174,823)
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Prior year adjustments - continued

Effect of
Amounis as correction
previously of prior Amounts
Notes reported  year errors  as restated
€ € €
Capital and reserves
Accumulated losses (i), (iily  {7.214,310) (967 351} (8,181,661)
Capitat contribution reserve {i} w 551,105 551,105
Non-current liabilities
Provisions for liabilities and other charges {iv} - 1,400,000 1,400,000
7% bonds 2011 — 2013 (V) 34,804,304 1,630,684 36,434,878
Shareholders' loans (i), (v) 8,068,804 b46, 568 8,615,462
Other payables {iv) 2.330,000  (2,330,000) -
Current lizbilities
Trade payables {v) 1,186,400 (339,693) 846,707
Arnounis due o related parties {v) 14,660,287 637,703 15,302,880
Payments received on account (V) 23,210,949 336603 23850642
Accruals V) 3408113  (2,643,432) 765,681

(1,174,823)

In line with the requirements of JAS 1, 'Preserntation of financial statements’, three statements of
financial pogition, being as at 1 Januwary 2010, 31 December 2010 and 31 Decembar 2011, are
being presenied in view of the above adjusiments to amounts presented in prior financial
statarnentg,  Similarly, the notes {0 these financial statements that support the above balances
include information as at 1 January 2010, 31 December 2010 and 31 December 2011,

Other notes have nof been impacted by the restatement, and accordingly only include information
as at 31 December 2010 and 31 Decamber 2011,

Evenis after the reporting period

Subsequent to 31 December 20114, the Company successfully negotiated the extension of its
existing bank borrowing facilities, as a result of which the amounts dus to tha banks faill due in
stagaered payments over the course of 2012 and 2013. As part of these negotiations, the
shareholders committed to provide additional funding of €12,000,000 to the Company by March
2013, of which additional loans of €5, 850,000 were granted by the shareholders after 31 December
2011,

In addition, the main sub-contractor registered a specil privilege on the Fort Camibridge
development project property for an amount of €8,136.091, representing the balance due to this
sub-contractor upon completion of warks on 11 June 2012, This special privitlege is subordinated (o
the bank loans and tc the Company's bonds.

Comparative information

Comparative figures disclosed in the statements of comprahensive income have been reclassified
to conform with the current year's presentation format for the purpose of fairer presentation,
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Statutory information

GAP Developments plc is a limited Bability Company and is incorporated in Malta, with its
registered address at GAP Holdings lMead Office, Censu Scorn Street, Tigne', Sliema SLM 3080,
Maltia.

Up te the changes in sharehoiding that took place on 26 December 2011, GAP Devalopments pic.
was 50% owned by Tigne' Skies Limited, and 50% owned by GAP MHoldings Limited and George
Muscat {who is a shareholder of GAP HMaoldings Limited}, There was no ultimate controfling party as
both group of shareholders own 50% of the Company.

Subsequent to the changes in share capital that became effective on 26 December 2011, GAP
Developments plc. Is 75% owned by Tigne' Skies Limited, and 25% owned by GAP Holdings
Lirnited and George Muscat. As a result of this transaction, the ultimate controlling party became
Tigne' Skies Limited.



