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34. Deferred tax assets and liabilities - continued

The Company Recognised Recognised
Recognised in other Recognised in other
Balance in profit comprehensive Balance in profit comprehensive Surrender of Balance
01.01.2018 or loss income 31.12.2018 or loss income losses 31.12.2019
€000 €000 €000 €000 €000 €000 €000 €000
Property, plant and equipment (25) 14 - 11) (12) - - (23)
Intangible assets (5,488) 5,488 - - - - - -
Investments in subsidiaries (72,092) - 414 (71,678) - 45,537 - (26,141)
Investments in associates 253 - (55) 198 - (198) - -
Unrelieved tax losses and capital
allowances 2,972 (2,972) - - 4,278 - (1,033) 3,245
Exchange differences 2 2 - 4 (17 - - (21)
(74,382) 2,528 359 (71,495) 4,249 45,339 (1,033) (22,940)

Unrecognised deferred tax assets

The Company did not have unrecognised deferred income tax assets that could be carried forward against future taxable income as at 31 December 2019 and 31
December 2018.
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35. Trade and other payables

The Group The Company
2019 2019

€000 €000

Non-current

Other payables 3,299 1,639 822 -
Other liabilities - contingent consideration (Note 43.0) - 563 - 563
Financial liabilities 3,299 2,202 822 563
Contract liabilities 2,475 2,854 - -
Advance payments 483 354 - -
Total payables - non-current 6,257 5,410 822 563
Current

Trade payables 19,054 16,926 256 426
Amounts owed to:

Parent company 680 37 - -
Subsidiary companies - - 2,400 990
Joint ventures 250 401 - 29
Other related parties 7,620 1,505 240 240
Capital creditors 1,236 1,596 - -
Other payables 8,625 6,362 990 1,069
Other liabilities — contingent consideration (Note 43.6) - 8,088 - -
Refundable lease deposits 247 - - -
Accruals 22,198 21,270 6,525 6,139
Financial liabilities 59,910 56,785 10,411 8,893
Contract liabilities 6,302 6,069 - -
Lease payments received in advance 3,961 3,093 - -
Statutory liabilities 4,604 5,554 73 27
Total payables - current 74,777 71,501 10,484 8,920

Amounts owed to related parties are unsecured, interest free and are repayable on demand.

The carrying amount of trade and other payables is considered a reasonable approximation of fair value in view of
the short-term nature of these instruments.

Current contract liabilities mainly include advance deposits on hotel bookings and cash received for vouchers to be
redeemed by customers in hotels. The revenue in relation to these amounts received in advance is recognised only
when the Group satisfies its performance obligation (i.c. as the customer utilises their right to use the hotel room).

Non-current contract liabilities emanate from a transaction in which the Group sold a block of serviced apartments
but retained the obligation to maintain such apartments for the very long-term. The consideration that was paid by
the buyer to the Group was partly allocated to the service element in the arrangement and will be recognised over
the remaining number of years for which the obligation remains.

The aggregate transaction price allocated to this long-term arrangement amounted to £2.3m (€2.7m), of which
£2.0m (€2.4m) remains unsatisfied as at year-end. Management expects that the unsatisfied portion of the
transaction price will be recognised as revenue on a straight-line basis over the remaining term of 43 years, since the
directors consider the arrangement consistent with a stand-ready obligation to perform.

Revenue recognised during 2019 that was included in the contract liability balance at the beginning of the period
amounted to €6.1m.
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36. Dividends

During 2019, the Company declared an interim dividend amounting to €12.3m (2018: €12.3m). This equates to
€0.02 per share (2018: €0.02 per share).

37. Cash flow information

37.1 Cash generated from/(used in) operations

The Group The Company
2019 2018 2019 2018

€000 €000 €000 €000

Adjustments:
Depreciation of property, plant and equipment 32,409 30,560 27 24
Depreciation of right-of-use assets 2,185 - 185 -
Increase in provision for impairment of trade

receivables 89 388 - -
Net (gain)/loss on disposal of property, plant and

equipment (232) 1,763 - 2
Amortisation of intangible assets 2,172 2,642 8 15
Impairment losses on intangible assets 1,693 1,980 - -
Net gain on disposal of intangible assets - - - (15,344)
Net impairment losses on property, plant and equipment 1,320 - - -
Net changes in fair value of contingent consideration (5,008) - (563) -
Fair value movements on investment properties 137 (6,994) - -
Fair value movements on investments (2,252) - - -
Share of results of associates and joint ventures 3,951 1,364 - -
Net changes in fair value of indemnification assets 210 210 - -
Amortisation of transaction costs on botrrowings 1,384 845 391 351
Interest income (546) (833) (3,219) (3,461)
Interest expense 22,372 20,513 12,160 11,367

Dividend income - - (18,080) (39,705)
Net exchange differences (7,322) 7,846 - -
52,562 60,284 (9,091) (46,751)
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37. Cash flow information - continued
37.2 Reconciliation of financing liabilities
The Group

Liabilities from financing activities
Assets

placed under Other
trust Bank financial Lease

arrangement loans liabilities liabilities Total
€000 €000 €000 €000 €000

As at 1 Jan 2018

- Principal 2,290 (202,150) (341,269) (4,664) - (545,799)
- Accrued interest - (4,003) (801) - - (4,864)
- Net 2,290 (206,219) (342,070) (4,664) - (550,603)
Cash flows 1,477 10,227 (1,093) 52 - 10,663
Acquisition of subsidiaries - - (443) - - (443)
Foreign exchange

adjustments - - (6,791) - - (6,791)
Currency translation - - 8,500 - - 8,500
Other movements - (10,589) (11,211) - - (21,800)
As at 31 December 2018 3,767 (206,581) (353,108) (4,612) - (560,534)
Comprising:

- Principal 3,767 (202,507) (352,177) (4,612) - (555,529)
- Accrued interest - (4,074 931 - - (5,005)
As at 31 December 2018 3,767 (206,581) (353,108) (4,612) - (560,534)
As at 1 Jan 2019

- Principal 3,767 (202,507) (352,177) (4,612) - (555,529)

- Accrued interest - (4,074 931) - - (5,005)

- Net 3,767 (206,581) (353,108) (4,612) - (560,534)

- Initial application of IFRS 16 - - - - (13,814) (13,814)
Cash flows 53 (8,835) 11,479 3,716 2,860 9,273
Acquisition of subsidiaries - - (150) - (1,004) (1,154)
Foreign exchange

adjustments - - 7,118 — — 7,118
Currency translation - - (16,688) - - (16,688)
Other movements - (11,244) (12,512) 896 (2,039) (24,899)
As at 31 December 2019 3,820 (226,660) (363,861) - (13,997) (600,698)
Comprising:

- Principal 3,820 (222,584) (362,797) - (13,997) (595,558)

- Accrued interest (4,076 (1,064 - (5,140

As at 31 December 2019 3,820 (226,660) (363,861) - (13,997) _ (600,698)
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37. Cash flow information - continued

37.2 Reconciliation of financing liabilities - continued

Liabilities from financing activities
Assets

placed under Other
trust Bank financial Lease

arrangement Bonds loans liabilities liabilities
€000 €000 €000 €000 €000

As at1 Jan 2018

- Principal 2,290 (202,150) (12,214) (20,363) - (232,443)
- Accrued interest - (4,063) (16) - - (4,079
- Net 2290  (2006,219) (12,230) (20,363) - (236,522)
Cash flows 1,477 10,226 2,529 (10,438) - 3,794
Other movements - (10,588) (480) 4,689 - (6,379
As at 31 December 2018 3,767  (206,581) (10,181) (26,112) - (239,107)
Comprising:

- Principal 3,767 (202,507) (10,176) (26,112) - (235,028)
- Accrued interest - (4,074) (5) - - (4,079
As at 31 December 2018 3,767  (206,581) (10,181) (26,112) - (239,107)
As at 1 Jan 2019

- Principal 3,767 (202,507) (10,176) (26,112) - (235,028)
- Accrued interest - (4,074) (5) - - (4,079
- Net 3,767  (2006,581) (10,181) (26,112) - (239,107)
- Initial application of
IFRS 16 - - - - (626) (626)

Cash flows 53 (8,835) (1,173) (750) 292 (10,413)
Other movements - (11,244) (1,311) (13,017) (127) (25,699)
As at 31 December 2019 3,820  (226,660) (12,665) (39,879) (461) (275,845)
Comprising:

- Principal 3,820  (222,584) (12,590) (39,879) (461) (271,694)
- Accrued interest - (4,0706) (75) - - (4,151)
As at 31 December 2019 3,820  (226,660) (12,665) (39,879) (461) (275,845)

37.3 Significant non-cash transactions

As disclosed in Note 40, the Group obtained control of the catering companies and the Corinthia brand from
CPHCL for €3.7m. The consideration was settled through a set-off of amounts receivable from the same party.

The Group obtained control of the operations of the Corinthia Hotel Attard from CPHCL for an amount of €26.6m
on 10 April 2018. €17.9m of the consideration was settled through a set-off of amounts receivable from the same

party.

During 2018, the Company disposed of the Corinthia brand in exchange for a shares in CHL Limited, with a fair
value of €35.0m. Additionally, the Company increased its investment in various subsidiaries through the
capitalisation of loans, amounting to €51.8m.
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38. Commitments

Capital expenditure contracted for at the end of the reporting period but not yet incurred is as follows:

The Group
2019

€000

Contracted for:

Property, plant and equipment 3,500 2,774

Authorised but not yet contracted for:

Property, plant and equipment 71,078 81,352
74,578 84,126

The board of directors of joint ventures have not authorised capital commitments for property, plant and equipment
during the year (2018: €0.4m). The Group’s share of the 2018 commitments was equivalent to 50%.

Operating leases

The future aggregate minimum lease payments under non-cancellable property operating leases are as follows:

The Group The Company
2019 2018 2019 2018
€000 €000 €000 €000
Less than one year - 2,170 - 291
Between one and five years - 5,961 - 408
More than five years - 20,866 - 3
- 28,997 - 702

The above lease rentals arise on the temporary emphyteusis for a period of 99 years in relation to the land underlying
the Corinthia Hotel St George’s Bay, the Marina Hotel St George's Bay, and the Radisson SAS Bay Point Hotel.

The Group is a party to several operating lease agreements for the lease land on which the hotels are situated.

The Group is committed to pay periodic payments to the lessor. The Group also leases certain catering
establishments with rental payments based on a percentage of turnover with minimum guaranteed payments ot a
fixed amount per annum with specified increases. The Group does not have an option to purchase the leased land

or catering establishment at the expiry of the lease periods.

During the year ended 31 December 2018, €4.7m and €0.2m for the Group and Company respectively were
recognised as an expense in the income statement in respect of operating leases.

From 1 January 2019, the Group has recognised right-of-use assets for these leases.
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39.  Contingent liabilities

A claim in relation to brokerage fees on the sale of Lisbon Hotel to IHI in 2000 amounting to €1.7m is being made
by an individual against 8 defendants including IHI p.Lc.

No provision has been made in these financial statements as the Company believes that it has a strong defence in
respect of these claims.

40.  Business combinations
Business combinations during 2019

On 12 June 2019 and 15 June 2019, the Group acquired 100% of Catermax Limited and Corinthia Caterers Limited
from its parent, CPHCL. During the same period, the Group also contracted to acquire from CPHCL any and all
residual rights relating to the Corinthia Brand in relation to catering as well as any other additional right to use the
Corinthia brand name exclusively. The rights are incremental to those previously held by the Group when it had
acquired the Corinthia brand in 2010.

Although legally considered as three separate contracts, the substance of these acquisitions was deemed to be that

of one business combination, and the details of the purchase consideration, fair value of the net identifiable assets
and liabilities acquired, and goodwill are presented in aggregate below:

Catermax and

Corinthia Caterets
€000

Purchase consideration:

Cash consideration (see below) 3,700
3,700
Recognised amounts of identifiable assets acquired
Cash and cash equivalents 677
Property, plant and equipment 2,417
Right-of-use assets 1,004
Deferred tax asset 511
Intangible assets: Corinthia brand 2,400
Inventories 300
Trade and other receivables 862
Trade and other payables (2,853)
Lease liabilities (1,004)
Borrowings (150)
Net identifiable assets acquired 4,164
Add: goodwill 1,215
Deduct: net receivables given up on acquisition (1,679)
Net assets acquired 3,700

The goodwill is attributable to expected synergies from centralisation and consolidation of support services now
that all catering operations are owned by the Group.

The fair value of acquired receivables is €1.7m, none of which is expected to be uncollectible.
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40. Business combinations - continued

Business combinations during 2019 - continued

The acquired business contributed revenues of €4.9m and a net loss of €0.1m to the Group for the period from
acquisition date to 31 December 2019. If the acquisition had occurred on 1 January 2019, consolidated pro-forma

revenue and profit for the year ended 31 December 2019 would have been €271.8m and €6.3m respectively.

Purchase consideration - cash outflow

The Group

Catermax and
Corinthia Caterets
€000

Outflow of cash to acquire subsidiary, net of cash acquired
Balances acquired:
Cash and cash equivalents (677)

Net outflow of cash — investing activities (677)

The cash consideration of €3.7m payable by the Group to its parent was set off against amounts receivable from the
parent.

Business combinations during 2018

On 10 April 2018, the Group acquired 100% of the Corinthia Palace Hotel business in Attard through a newly
formed subsidiary, for a consideration of €26.6m, from its ultimate parent, CPHCL.

Details of the purchase consideration, the net assets acquired and goodwill are as follows:

Corinthia Palace Hotel

& Spa
€000

Purchase consideration 26,616

Recognised amounts of identifiable assets acquired

Cash and cash equivalents 38
Property, plant and equipment 27,233
Deferred tax asset 2,049
Inventories 590
Trade and other receivables 1,741
Trade and other payables (2,543)
Borrowings (443)
Deferred tax liabilities (4,417)
Net identifiable assets acquired 24,248
Add: goodwill 2,368
Net assets acquired 26,616

The goodwill is attributable to expected synergies from centralisation and consolidation of support services now
that all Corinthia Malta operations are owned by the Group.
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40.  Business combinations - continued

Business combinations during 2018 - continued

The fair value of acquired receivables is €1.7m, none of which is expected to be uncollectible.

The acquired business contributed revenues of €6.9m and a net loss of €0.9m to the Group for the period from
acquisition date to 31 December 2018. If the acquisition had occurred on 1 January 2018, consolidated pro-forma

revenue and loss for the year ended 31 December 2018 would have been €256.3m and €8.5m respectively.

Purchase consideration - cash outflow

Corinthia Palace Hotel &

Spa
€000

Outflow of cash to acquire subsidiary, net of cash acquired

Cash consideration 8,669
Less: Balances acquired

Cash (38)
Net outflow of cash — investing activities 8,631

41. Related parties

The Company and its subsidiaries have related party relationships with CPHCL, the Company’s ultimate controlling
party (Note 44), all related entities ultimately controlled, jointly controlled or significantly influenced by CPHCL.
Related patties also comprise the shareholders of CPHCL, other major shareholders of IHI, the Group’s associates
and joint ventures (Note 19) together with the Group companies’ key management personnel.

Key management personnel includes directors (executive and non-executive), members of the Executive Committee,
the Company Secretary and the Head of Internal Audit. The compensation paid or payable to key management for
employee services is disclosed in Note 41.2.

No guarantees were given or received. Amounts owed by/to related parties are shown separately in Notes 20, 22,
33 and 35.
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41.  Related parties - continued

41.1 Transactions with related parties

The Group The Company
2019 2018 2019 2018
€000 €000 €000 €000
Revenue
Services rendered to:
Parent company 1,233 1,595 1,100 1,100
Subsidiaries - - 3,466 3,257
Other related parties 2,179 1,637 - -
Joint ventures - 98 - -
Dividends received from:
Subsidiaries - - 18,080 39,705
3,412 3,330 22,646 44,062
Financing
Interest income
Parent company 161 377 73 260
Subsidiaries - - 3,146 3,146
Other related parties 34 67 - -
Interest expenses
Subsidiaries - - (833) (638)
195 A4 2,386 2,768
Equity transactions
Dividend distributed to:
Parent company 7,120 7,120 7,120 7,120

During 2018, the Group acquired the operations of Corinthia Palace Hotel & Spa from its ultimate parent company,
as disclosed in Note 40. Also, during 2019, the Group acquired the operations of Corinthia Catering Ltd and
Catermax Ltd from its ultimate parent company, as disclosed in Note 40.

Also during 2018, the Company sold the Corinthia brand to its subsidiary, CHL Limited, for an amount of €35.0m,
recognising a profit on disposal of €15.4m (Note 13).

Subsequent to year-end, as explained in Note 3.1, the Company has secured a line of credit from its parent company,
CPHCL, to ensure funding is available in case of any cash flow shortfalls.

41.2 Transactions with key management personnel

In addition to the remuneration paid to the directors included in Note 8, in the course of its operations the Group
has a number of arrangements in place with its officers, executives and other related parties whereby concessions
are made available for hospitality services rendered to them according to accepted industry norms.

In 2019, the remuneration of the executive Chairman and Senior Executives of the Company and its subsidiaties
amounted to €7.9m (2018: €8.5m). The foregoing comprises a fixed portion of €5.6m (2018: €6.2m) and a variable
portion of €2.3m (2018: €2.3m). This variable portion includes an accrual that has been made for bonuses relating
to 2019. Other than those bonuses that are contractual, the final amounts still need to be formally approved.
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42.  Events after the reporting period
Outbreak of COVID-19

In early January 2020, Asia experienced an outbreak of a novel coronavirus (COVID-19). This was declared a global
pandemic by the World Health Organisation in March 2020. The Group’s operations were significantly impacted
as a result of the pandemic. Further information on the impact of COVID-19 on the Group is disclosed in Note
3.1

Liguidation of joint venture

As disclosed in Note 19.4, the Azure Resorts Group was placed into liquidation. As at the date of signing these financial
statements, the Group’s directors are still assessing the impact of the liquidation on the classification of the investment
following the appointment of a liquidator, and the measurement of the investment in the Group’s financial statements
subsequent to year end. As at 31 December 2019, the Group’s interest in Azure Resorts was carried at €6.2m. An
additional amount of €2.8m is recognised within the Group’s translation reserves as a loss of translation. Upon
liquidation, the amount recognised in the translation reserve will be reclassified to profit or loss.

43.  Risk management objectives and policies

The Group is exposed to various risks through its use of financial instruments. The main types of risks are market
risk, credit risk and liquidity risk, which result from both its operating and investing activities. The Group’s risk
management is coordinated at its head office, in close co-operation with the board of directors and focuses on
actively securing the Group's short to medium term cash flows by minimising the exposute to financial matkets.
Long-term financial investments are managed to generate lasting returns.

The board of directors has overall responsibility for the establishment and oversight of the Group’s risk management
framework.

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regulatly to reflect changes in market conditions and the Group’s activities. The Group,
through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment in which all employees understand their roles and obligations.

The Audit Committee oversees how management monitors compliance with the Group’s risk management policies
and procedures and reviews the adequacy of the risk management framework in relation to the risks faced by the
Group. The Audit Committee is assisted in its oversight role by internal audit. Internal audit undertakes both regular
and ad hoc reviews of risk management controls and procedures, the results of which are reported to the Audit
Committee.

The most significant financial risks to which the Group is exposed to are described below. See also Note 43.5 for a
summary of the Group’s financial assets and liabilities by category.

43.1 Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to
meet its contractual obligations and arises principally from the Group’s receivables from related parties and
customers. The Group’s exposure to credit risk is measured by reference to the carrying amount of financial assets
recognised at the balance sheet date, as summarised below:
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43.  Risk management objectives and policies - continued

43.1 Credit risk - continued

The Group The Company
2019 2018 2019 2018

€000 €000 €000 €000

Classes of financial assets - carrying amounts

Long-term loans 1,801 184 86,478 85,957
Short-term loans 125 1,683 91 672
Assets placed under trust arrangement 3,820 3,767 3,820 3,767
Trade and other receivables, including contract assets 38,825 46,221 40,330 42,248
Cash in hand and at bank 72,699 50,190 15,043 7,824

117,270 102,045 145,762 140,468

The maximum exposure to credit risk at the end of the reporting period in respect of financial assets mentioned
above is equivalent to their carrying amount as disclosed in the respective notes to the financial statements. The
Group does not hold any significant collateral in this respect.

() Risk management and security

The subsidiary companies within the Group have, over the years, conducted business with various corporates, tour
operators and individuals located in different jurisdictions and, owing to the spread of the Group’s debtor base,
there is no concentration of credit risk.

The Group has a credit policy in place under which new customers are analysed individually for creditworthiness
before the Group’s standard payment and delivery terms and conditions are offered. The Group’s review includes
external ratings, where available, and in some cases bank references. Customers that fail to meet the Group’s
benchmark creditworthiness may transact with the Group only on a cash basis.

In monitoring customer credit risk, customers are individually assessed. Customers that are graded as “high risk”
are placed on a restricted customer list and future sales are only made on a prepayment basis.

The Group does not require collateral in respect of trade and other receivables. The Group establishes an allowance
for doubtful recoveries that represents its estimate of losses in respect of trade and other receivables.

The Company has a concentration of credit risk on its exposures to loans receivables from the subsidiaries. The
Company monitors intra-Group credit exposures at individual entity level on a regular basis and ensures timely
performance of these assets in the context of overall Group liquidity management. The Company assesses the credit
quality of these related parties taking into account financial positions, performance and other factors. The Company
takes cognisance of the related party relationship with these entities and management does not expect any losses
from non-performance or default. Accordingly, credit risk with respect to these receivables is expected to be limited.

(iz)  Dmpairment of financial assets

The Group and the Company have three types of financial assets that are subject to the expected credit loss model:

e trade receivables and contract assets relating to the provision of services;

e other financial assets at amortised cost, comprising loans receivable from related parties and, in the case of
the Company, subsidiary undertakings; and
e cash and cash equivalents.
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43.  Risk management objectives and policies - continued
43.1 Credit risk - continued
(iz)  Impairment of financial assets

The impairment methodology and conclusions below represent management’s assessment at year-end and do not
take into account the pandemic after the year-end (Note 3.1). Given the nature of the Group’s operations,
management do not expect a significant impact on the expected loss allowance of the Group’s trade and other
receivables. However, the impact of the loss allowance of other receivables and the Company’s loans to related
patties is still being assessed due to the loss of business/forced closutes that group companies and other related
parties are experiencing, which in turn may result in a significant increase in credit risk.

Trade receivables and contract assets

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets have been grouped based on shared
credit risk characteristics and the days past due. The Group has concluded that the expected loss rates for trade
receivables are a reasonable approximation of the loss rates for the contract assets since they have substantially the
same characteristics.

The expected loss rates are based on the payment profiles of sales over a period of 3 to 4 months before 31
December 2019 and 31 December 2018 respectively and the corresponding historical credit losses experienced
within this period. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables.

Based on the assessment carried out in accordance with the above methodology, the movement in loss allowances
identified as at 31 December 2019 and 31 December 2018 is deemed immaterial by management.

The Group’s loss allowance balance on trade receivables and contract assets as at 31 December 2019 and 2018
mainly comprises a provision on an amount due from an individual counterparty that did not have an impact on the
identified loss rates and expected credit losses on the rest of the Group’s trade receivables and contract assets. On
this basis, the information pertaining to loss rates and loss allowances in the Group’s provisions matrix, which would
have otherwise been required by IFRS 7, is not presented as at 31 December 2019 and 31 December 2018.

The closing loss allowances for trade receivables and contract assets as at 31 December 2019 reconcile to the opening
loss allowance as follows:

The Group Trade receivables
and contract assets
2019 2018
€000 €000
Opening loss allowance as at 1 January 5,740 4,929
Increase in loss allowance recognised
in profit or loss during the year 224 980
Business combinations 153 -
Receivables written off during the year

as uncollectible (135) (130)
Unused amounts reversed - (39)
At 31 December 5,982 5,740
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43. Risk management objectives and policies - continued

43.1 Credit risk - continued

Trade receivables and contract assets - continued

Trade receivables and contract assets are written off when there is no reasonable expectation of recovery. Indicators
that there is no reasonable expectation of recovery include, amongst others, failure to settlement after a number of
attempts being made to collect past due debts; amounts deemed unrecoverable after a court ruling; and by the Group

to provide original documentation in case of invoices contested by the customer.

Impairment losses on trade receivables and contract assets are recognised with administrative expenses. Subsequent
recoveries of amounts previously written off are credited against the same line item.

All impaired balances were unsecured.
Other financial assets at amortised cost

The Group’s and the Company’s other financial assets at amortised cost which are subject to IFRS 9’s general
impairment model mainly include the following balances:

The Group The Company
2019 2018 2019 2018

€000 €000 €000 €000

Amounts due from ultimate parent

entity 745 672 672 672
Amounts due from subsidiaties - - 85,806 85,957
Amounts due from other related

parties 1,000 961 - -
At 31 December 1,745 1,633 86,478 86,629

Other financial assets at amortised cost - continued

The Group and the Company monitor intra-group credit exposures at individual entity level on a regular basis and
ensure timely performance of these assets in the context of its overall liquidity management. The loss allowances
for these financial assets are based on assumptions about risk of default and expected loss rates. The Company’s
management uses judgement in making these assumptions, based on the counterparty’s past history, existing market
conditions, as well as forward-looking estimates at the end of each reporting period.

As at year-end, based on the Directors’ assessments of these factors, the equity position of the respective
counterparty, and, where the probability of default is high, the recovery strategies contemplated by management
together with the support of shareholders in place, the resulting impairment charge required was deemed to be
immaterial.

Cash at bank

The Group’s cash is placed with reputable financial institutions, such that management does not expect any
institution to fail to meet repayments of amounts held in the name of the companies within the Group. While cash
and cash equivalents are also subject to the impairment requirements of IFRS 9, the identified impairment loss was
insignificant.
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43. Risk management objectives and policies - continued
43.1 Credit risk - continued
Financial assets at fair value through profit or loss

The Group is also directly and indirectly exposed to credit risk in relation to certain bond funds that are measured
at fair value through profit or loss. The maximum exposure at the end of the reporting period is the carrying amount
of these investments €0.5m. (2018: €0.5m).

43.2 Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. Note 3.1
discloses the measures that the Group has taken or is currently taking to manage the impact of the economic situation
pursuant to the outbreak of COVID-19 subsequent to year end. The Group’s exposure and management of liquidity
risk as 31 December 2019 is disclosed below.

The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities as they fall due, under both normal and stressed conditions. Liquidity risk management includes
maintaining sufficient cash and committed credit lines to ensure the availability of an adequate amount of funding
to meet the Group’s obligations.

The Group actively manages its cash flow requirements. Management monitors liquidity risk by reviewing expected
cash flows through cash flow forecasts, covering both Head Office corporate cash flows and all Group entities’ cash
flows, financing facilities are expected to be required. This is performed at a central treasury function, which
controls the overall liquidity requirements of the Group within certain parameters. Each subsidiary company within
the Group updates its cash flow on a monthly basis.

Typically, the Group ensures that it has sufficient cash on demand to meet expected operational expenses for a
period of 60 days, including the servicing of financing or borrowing obligations. This excludes the potential impact
of extreme circumstances that cannot be reasonably forecasted.

The Group’s liquidity risk is actively managed taking cognisance of the matching of operational cash inflows and
outflows arising from expected maturities of financial instruments, attributable to the Group’s different operations,
together with the Group’s committed bank borrowing facilities and other financing that it can access to meet liquidity
needs. The Group also reviews periodically its presence in the local capital markets and considers actively the
disposal of non-core assets to secure potential cash inflows constituting a buffer for liquidity management purposes.

As at 31 December 2019 and 31 December 2018 the Group has financial liabilities, including estimated interest
payments, with contractual maturities which are summarised below:

The Group

Current Non-current
Within 1 1-5 years More than 5
year years
31 December 2019 €000 €000 €000

Non-derivatives:

Bank botrowings 45,000 266,905 77,131
Bonds 11,028 105,052 171,788
Lease liabilities 2,748 6,339 20,549
Bank overdraft 7,525 - -
Trade and other payables 59,910 3,299

126,211 381,595 269,468
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43. Risk management objectives and policies - continued

43.2 Liquidity risk - continued

F$S153

This compares to the maturity of the Group’s financial liabilities in the previous reporting period as follows:

The Group

Current Non-current

Within 1 1-5 years More than 5

year years

31 December 2018 €000 €000
Non-derivatives:

Bank borrowings 40,294 121,826 218,917

Bonds 10,228 68,592 193,676

Other financial liabilities 4,574 59 -

Bank overdraft 6,135 - -

Trade and other payables 56,894 2,259 310

118,125 192,736 412,903

The above contractual maturities reflect the gross cash flows, which may differ from the carrying values of the

liabilities at the balance sheet date.

As at 31 December 2019 and 31 December 2018 the Company has financial liabilities, including estimated interest

payments, with contractual maturities which are summarised below:

The Company

Current Non-current
Within 1 1-5 years Within 1 year
year

31 December 2019 €000 €000 €000
Non-detivatives:

Bank borrowings 2,331 9,382 2,466

Bonds 11,028 105,052 171,788

Other financial liabilities 97 169 43,625

Lease liabilities 301 186 7

Trade and other payables 10,411 822 -

24,168 115,611 217,886

This compares to the maturity of the Company’s financial liabilities in the previous reporting periods as follows:

The Company

Current Non-current
Within 1 1-5 years Within 1 year
year

31 December 2018 €000 €000 €000
Non-derivatives:

Bank borrowings 2,001 5,916 3,945

Bonds 10,228 68,592 193,676

Other financial liabilities 85 - 30,549

Trade and other payables 9,002 620 310

21,316 75,128 228,480
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43. Risk management objectives and policies - continued
43.3 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, and quoted
prices, will affect the Group’s income or financial position. The objective of the Group’s market risk management
is to manage and control market risk exposures within acceptable parameters, while optimising the return on risk.

(i) Foreign currency risk

Foreign currency risk arises from future commercial transactions and recognised assets and liabilities which are
denominated in a currency that is not the respective entity’s functional currency, which would be considered a
foreign currency from the entity’s perspective.

All Group entities have euro as their functional currency with the exception of IHI Benelux BV, with Russian Rouble
as its functional currency, the entities within the NLI Group, with the pound sterling as their functional currency,
and Libya Hotels Development and Investment JSC, with Libyan dinars as its functional currency. IHI Benelux BV
is exposed to foreign currency risk mainly with respect to a portion of revenue and purchases, which are denominated
in euro, and all the entity’s borrowings which are also denominated in euro.

The Group operates internationally and is exposed to currency risk on sales, purchases and borrowings that are
denominated in a currency other than the functional currency of Group entities, the euro.

The Group has operations in Russia, Hungary, Czech Republic, United Kingdom and Libya and has subsidiaries
domiciled in those territories. These entities are exposed to foreign currency in respect of a portion of their respected
revenue and purchases which are denominated in foreign currencies.

The Group’s and Company’s main risk exposure reflecting the carrying amount of receivables and payables
denominated in foreign currencies at the end of the reporting period analysed by the functional currency of the
respective entity or entities, were as follows:
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43. Risk management objectives and policies - continued
43.3 Market risk - continued

(i) Foreign currency risk - continued

2019 2018

Functional currency Functional currency

LYD LYD

Group
Assets:

Loans and receivables:
Trade receivables 1,774 1,595 581 - 2,304 2,101 478 -

Other receivables 596 155 523 - 932 191 510 -

Liabilities:

Bank botrowings - - - (46,187) - - - (48,775)
Trade payables (770) (1,137) (1,180) - (805) (7406) (1,047) -
Other payables (2,805) (2,867) (2,385) - (3,065) (2,847) (2,120) -

Net exposure (1,205) (2,254) (2,461) (46,187) (634) (1,301) (2,179) (48,775)




International Hotel Investments p.l.c. FS156
Report and financial statements
Year ended 31 December 2019

43. Risk management objectives and policies - continued
43.3 Market risk - continued
(i) Foreign currency risk - continued

At 31 December 2019, if the euro had weakened/strengthened by 10% (2018: 10%) against the Rouble with all other
variables held constant, Group post-tax profit for the year would have been €5.1m lower/€5.1m higher (2018: €5.4m
lower/€5.4m higher) as a result of foreign exchange losses/gains on translation of the euro denominated borrowings.

Additionally, IHI Benelux is also exposed to other financial liabilities and other payables due to Group companies
which are eliminated on consolidation. These balances amounting to €54.1m (2018: €54.1m) and €13.8m (2018:
€106.8m) respectively, are considered part of the Group’s net investment in the foreign operation. Accordingly, any
foreign exchange differences with respect to these balances, which at IHI Benelux standalone level are recognised
in profit or loss, were reclassified to other comprehensive income on consolidation.

At 31 December 2019, if the euro had weakened/strengthened by 10% (2018: 10%) against the Rouble with all other
variables held constant, the Group’s equity would have been €7.8m lower/€7.8m higher (2018: €8.1m lower/€8.1m
higher) as a result of foreign exchange losses/gains recognised in other comprehensive income on translation of the
euro denominated payables.

Management does not consider foreign currency risk attributable to recognised assets and liabilities arising from
transactions denominated in foreign currencies where the respective entities” functional currency is/was the euro,
presented within the tables above, to be significant. Accordingly, a sensitivity analysis for foreign currency risk
disclosing how profit or loss and equity would have been affected by changes in foreign exchange rates that were
reasonably possible at the end of the reporting period is not deemed necessary.

In respect of monetary assets and liabilities denominated in foreign currencies, the Group strives to manage its net
exposure within acceptable parameters by buying or selling foreign currencies at spot rates, when necessary, to
address short-term mismatches.

Borrowings required to fund certain operations are generally denominated in currencies that match the cash flows
generated by the respective operations of the Group so as to provide an economic hedge.
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43. Risk management objectives and policies - continued

43.3 Market risk - continued

(i) Interest rate risk

The Group is exposed to changes in market interest rates principally through bank borrowings and related party
loans taken out at variable interest rates. The interest rate profile of the Group’s interest-bearing financial

instruments at the reporting dates was as follows:

The Group The Company
2019 2018 2019 2018

€000 €000 €000 €000

Fixed rate insttuments
Financial assets:

Parent company loan and other loans receivable 926 1,867 32,425 32,576

Assets placed under trust arrangement 3,820 3,767 3,820 3,767
Financial liabilities:

Bonds (222,584) (202,507) (222,584) (202,507)

Other financial liabilities - (4,500) (6,900) (6,900)

(217,838)  (201,373)  (193,239)  (173,064)

Variable rate insttuments
Financial assets:

Loans to related company - - 54,053 54,053
Financial liabilities:
Bank borrowings (370,033) (358,076) (12,590) (10,176)
Other financial liabilities - - (13,000) (13,000)
(370,033) (358,076) 28,463 30,877

The Group manages its exposure to changes in cash flows in relation to interest rates on interest-bearing borrowings
due by the parent company and its subsidiaries, by entering into financial arrangements subject to fixed rates of
interest whenever as much as is practicable. The Group is exposed to fair value interest rate risk on its financial
assets and liabilities bearing fixed rates of interest, but all these instruments are measured at amortised cost and
accordingly a shift in interest rates would not have an impact on profit or loss or other comprehensive income.

The Group’s interest rate risk principally arises from bank borrowings issued at variable rates, which expose the
Group to cash flow interest rate risk. Floating interest rates on these financial instruments are linked to reference
rates such as Euribor or the respective banket’s base rate. Management monitors the impact of changes in market
interest rates on amounts reported in profit or loss in respect of these instruments taking into consideration
refinancing and hedging techniques.

At 31 December, if interest rates had been 100 basis points higher/lower with all other variables held constant, post-
tax profit for the year for the Group would have been €3.5m (2018: €3.1m) lower/higher as a result of higher/lower
net interest expense.

At 31 December, if interest rates had been 100 basis points higher/lower with all other variables held constant, post-
tax profit for the year for the Company would have been €99.8k (2018: €22.9k) lower/higher as a result of
higher/lower net interest expense.
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43. Risk management objectives and policies - continued
43.3 Market risk - continued
(iii) Price risk

The Group’s exposure to equity securities price risk arises from its investments in equities, funds and mutual funds,
which are classified in the balance sheet as financial assets at fair value through profit or loss. As at 31 December
2019, the carrying amount of these investments amounted to €17.3m (2018: €8.5m).

€8.9m (2018: €€8.5m) of investments are publicly traded. Management does not consider that a reasonable shift in
indexes will have a significant impact on the Group’s equity and post-tax profit. Accordingly, a sensitivity analysis
disclosing how profit or loss and equity would have been affected by changes in indexes that were reasonably
possible at the end of the reporting period is not deemed necessary.

In addition to the above, the Group holds a 10% investment in two private equities that were purchased during the
reporting period. As at year-end, management do not consider that reasonable movements in market prices will
impact the fair value of these investments materially.

43.4 Capital management policies and procedures

The Group’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern
in order to provide returns for shareholders and benefits for other stakeholders, and to maintain an optimal capital
structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the Company may issue
new shares or adjust the amount of dividends paid to shareholders.

The Group monitors the level of capital on the basis of the ratio of aggregated net debt to total capital. Net debt is
calculated as total borrowings (as shown in the statement of financial position) less cash and cash equivalents. Total
capital is calculated as equity, as shown in the respective statement of financial position, plus net debt.

The figures in respect of the Group’s equity and borrowings are reflected below:

The Group The Company
2019 2018 2019
€000 €000 €000
Bank loans (Note 31) 362,797 352,177 12,590 10,176
Other financial liabilities (Note 33) - 4,612 39,879 26,112
Bonds (Note 32) 222,584 202,507 222,584 202,507
Lease liabilities (Note 17) 13,997 - 461 -
Less: cash and cash equivalents (Note 24) (65,463) (44,291) (15,043) (7,824
Net debt 533,915 515,005 260,471 230,971
Total equity 897,147 877,620 747,724 716,168
Total capital 1,431,062 1,392,625 1,008,195 947,139
Net debt ratio 37.3% 37.0% 25.8% 24.4%

The net debt to equity ratio of the Group and the Company increased from 37.0% to 37.3% and from 24.4% to
25.8% respectively following the adoption of IFRS 16 Leases. Both net debt and gross assets increased following
the recognition of right-of-use assets and lease liabilities on 1 January 2019. See Note 4 for further information.
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43. Risk management objectives and policies - continued
43.4 Capital management policies and procedures - continued

The Group manages the relationship between equity injections and borrowings, being the constituent elements of
capital as reflected above, with a view to managing the cost of capital. The level of capital, as reflected in the
consolidated statement of financial position, is maintained by reference to the Group’s respective financial
obligations and commitments arising from operational requirements. In view of the nature of the Group’s activities
and the extent of borrowings or debt, the capital level at the end of the reporting period determined by reference to
the consolidated financial statements is deemed adequate by the directors.

The carrying amounts of the Group’s financial assets and liabilities as recognised at balance sheet date of the
reporting periods under review may also be categorised as follows. See Note 3.14 for explanations about how the
category of financial instruments affects their subsequent measurement.

43.5 Summary of financial assets and liabilities by category

The Group The Company
2019 2018 2019

€000 €000 €000

Assets

Other financial assets at amortised

cost
Cash and cash equivalents 72,699 50,190 15,043 7,824
Trade receivables 18,446 14,721 36 65
Other receivables 5,270 9,053 2,330 3,381
Amounts due from Group and related

companies 16,854 23,484 302,699 294,380
Assets placed under trust arrangement 3,820 3,767 3,820 3,767

Financial assets measured at fair
value

Egquity securities

Private equities:

Investments in subsidiaties - - 714,517 708,479
Investments in associates and joint ventures - - 12,790 12,760
Financial assets at fair value through

profit or loss 8,401 - - -

Listed equities:
Financial assets at fair value through

profit or loss 4,641 1,821 - -
Funds and mutual funds
Financial assets at fair value through

profit or loss 4,268 6,664 - -

Total assets 134,399 109,700 1,051,235 1,030,656
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43. Risk management objectives and policies - continued
43.5 Summary of financial assets and liabilities by category - continued

The Group The Company
2019 2019 2018

€000 €000 €000

Liabilities

Financial liabilities measured at fair value
Contingent consideration - 9,251 - 563

Other financial liabilities measured
at amortised cost

Bank borrowings 370,033 358,076 12,590 10,176
Bonds 222,584 202,507 222,584 202,507
Other financial liabilities - 4,612 39,879 26,112
Lease liabilities 13,997 - 461 -
Trade payables 19,054 16,926 256 426
Other payables 21,957 20,791 4,452 2,891
Accruals 22,198 21,270 6,525 6,139
Total liabilities 669,823 633,433 286,747 248 814

43.6 Financial instruments measured at fair value

The following table presents financial assets and liabilities measured at fair value in the balance sheet in accordance
with the fair value hierarchy. This hierarchy groups financial assets and liabilities into three levels based on the
significance of inputs used in measuring the fair value of the financial assets and liabilities. The fair value hierarchy
has the following levels:

e  Level 1: based on quoted prices (unadjusted) in active markets for identical assets or liabilities;

e  Level 2: based on information other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and
e Level 3: information for the asset or liability that is not based on observable market data (unobservable inputs).

The level within which the financial asset or liability is classified is determined based on the lowest level of significant
input to the fair value measurement.

The key financial assets and liabilities measured at fair value in the balance sheet are grouped into the fair value
hierarchy as follows:

Level 1
Investments in publicly-traded investments measured
instruments at fair value through profit or loss 8,909 8,485

Level 3
Investments in unlisted equities measured at

fair value through profit or loss 8,401 -
Contingent consideration - (9,251)
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43. Risk management objectives and policies - continued

43.6 Financial instruments measured at fair value - continued

Level 3

Investments in subsidiaries (a) 714,517 708,479
Investments in associates and joint ventures (b) 12,790 12,760
Contingent consideration - (563)

Measurement of fair value

The fair value of investments in financial assets at FVTPL was obtained by reference to published market prices as
at the balance sheet date.

Investments in unlisted equity securities comprise the acquisition during 2019 of minority stakes in Global Hotel
Alliance and a Moscow Project. In the opinion of the directors, as at year-end, the fair value of these investments
is best represented by the Group’s acquisition price given these were recent transactions undertaken between
unrelated parties.

The methods and valuation techniques used for the purpose of measuring fair value are unchanged compared to the
previous reporting period.

a. Investment in subsidiaries
The fair value of investment in subsidiaties have been determined by reference to the fair values of the
underlying properties or enterprise value as outlined in Note 16.1. Movements in the carrying amounts of
investments in subsidiaties are indicated in Note 18.
b. Investment in associates and joint ventures
Investment in associates and joint ventures are accounted for as financial assets at fair value through other
comprehensive income in the Company’s balance sheet as outlined in Note 19. The fair value of
investments in associates and joint ventures has been determined in the same manner as outlined above.
There have been no transfers of financial assets between the different level of the fair value hierarchy.
43.7 Financial instruments not measured at fair value
Disclosure in respect of the fair value of financial instruments not carried at fair value are presented within Notes
20, 22, 31, 32, 33 and 35. The directors consider the carrying amount to be reasonable estimate of their fair value

principally in view of the relatively short periods to repricing or maturity from the end of the reporting petiods.

The following tables provide an analysis of the Group and the Company’s financial instruments disclosed above,
grouped into Levels 1 to 3:
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43. Risk management objectives and policies — continued

43.7 Financial instruments not measured at fair value - continued

The Group
2019 2018 2019 2018

€000 €000 €000 €000
Level 1 Level 3

Financial assets

Other financial assets at amortised cost - - 1,926 1,867
Trade and other receivables - - 38,825 45,625
Assets placed under trust arrangement - - 3,820 3,767
- - 44 571 51,259
Financial liabilities
Bank borrowings - - 370,033 358,076
Bonds 222,584 202,507 - -
Other financial liabilities - - - 4,612
Lease liabilities - - 13,997 -
Trade and other payables - 59,910 56,785

222,584 202,507 443,940 419,473

The Company
2019 2018 2019

€000 €000 €000
Level 1 Level 3

Financial assets

Loans receivable - - 264,826 245,906
Trade and other receivables - - 40,330 42,248
Assets placed under trust arrangement - - 3,820 3,767
- - 308,976 291,921

Financial liabilities
Bank borrowings - - 12,590 10,176
Bonds 222,584 202,507 - -
Other financial liabilities - - 39,879 26,112
Lease liabilities - - 461 -
Trade and other payables - - 10,411 8,393
222,584 202,507 63,341 45,181

44. Ultimate controlling party

The Group’s ultimate parent company is CPHCL, the registered office of which is 22, Europa Centre, Floriana FRN
1400, Malta.

CPHCL prepates the consolidated financial statements of the Group of which IHI and its subsidiaties form part. These
financial statements are filed and are available for public inspection at the Registry of Companies in Malta.



