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Hal Mann Vella Group plc

Directors’ Report pursuant to Listing Rule 5.75.2
for the period 1 January 2018 to 30 June 2018

This Half-Yearly Report is being published in terms of Chapter 5 of the Listing Rules of the Listing Authority —
Malta Financial Services Authority and the Prevention of Financial Markets Abuse Act, 2005. The Half-Yearly
Report comprises the reviewed (not audited) condensed consolidated interim financial statements for the six
months ended 30 June 2018 prepared in accordance with IAS 34, 'Interim Financial Reporting'. The
condensed consolidated interim financial statements have been reviewed in accordance with the
requirements of ISRE 2410, 'Review of Interim Financial Information Performed by the Independent Auditor
of the Entity'. The comparative statement of financial position has been extracted from the audited financial
statements for the year ended 31 December 2017.

Principal activities

The principal activities of the Group relate to the manufacture and business of stone, marble and granite as
well as the manufacture of patterned tiles, terrazzo and precast related products. The Group owns two hotels
in the North of Malta — Huli Hotel with an underlying Bistro and the Mavina Hotel. The Group leased the
Lovage Bistro and Hotels to third parties. The Group is also involved in the rental of property as well as
property development and resale.

Review and commentary performance

The Group registered a consolidated profit before tax of €867,603 for the six month period ended 30 June
2018 as compared to the consolidated profit before tax of €632,523 for the six month period ended 30 June
2017. The gross profit from operations for the period under review sustained an increase when compared to
the same period in the previous year. The gross profit margin was diluted principally in view of property in
Naxxar, which was disposed of at a price equivalent to its carrying value, notwithstanding that the sale of the
property realised a gain of €3,041,453 as evident in the Statement of Changes in Equity.

In 2015, a 5,188 sgm site was earmarked for the development of a mixed-use commercial property. The site
was cleaned up and the E-Pantar project started to take shape. This project primarily financed by the Bond
Issue was completed in 2017. The premises were leased to Transport Malta in Q4 2017.

In addition, further properties owned by the Group and leased to third parties include commercial property
within the Hal Mann area in Lija known as Central Office Building Block A and the adjacent Navi Building on
Pantar Road. The Group also owns a number of apartments on Spinola Road in St. Julian’s that are being
leased short term.

Dividends and Reserves

The Board of Directors does not propose the payment of an interim dividend in order to further strengthen
the financial position of the Group. Retained profits carried forward at the reporting date amounted to
€6,419,824 (31 December 2017: €2,960,983) for the Group.

By order of the Board:

Mr. Martin Aa - Chairman Mr. Mark Vella - Director

Registered Office
The Factory,
Mosta Road,

Lija LJIA 9016

27 August 2018




Hal Mann Vella Group plc

Statement pursuant to Listing Rule 5.75.3
for the period 1 January 2018 to 30 June 2018

| hereby confirm that to the best of my knowledge:

* The condensed consolidated interim financial statements give a true and fair view of the financial
position of the Group as at 30 June 2018, and of its financial performance and cash flows for the six-
month period then ended in accordance with IAS 34, “Interim Financial Reporting”;

* The Interim Directors’ Report includes a fair review of the information required in terms of Listing
Rules 5.81 to 5.84.

Mr. Martin Ve‘(fa/— Chairman

27 August 2018



Partners
Jozef Wallace Galea
Alfred Falzon

HLB CA Falzon din Sutane

certified public accountants
Since 1967

To the Board of Directors of Hal Mann Vella Group plc
Report on Review of Condensed Consolidated Interim Financial Information

Introduction

We have reviewed the accompanying condensed consolidated interim statement of financial position of Hal
Mann Vella Group plc as at 30 June 2018, the related condensed consolidated interim statement of
comprehensive income, statement of changes in equity and statement of cash flows for the six month period
then ended, and the explanatory notes (“the interim financial information”). The directors are responsible for
the preparation and fair presentation of this interim financial information in accordance with International
Accounting Standard 34 “Interim Financial Report®. Our responsibility is to express a conclusion on this
interim financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of interim financial information performed by the independent auditor of the entity”. A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed consolidated interim financial information is not prepared, in all material respects, in accordance
with International 4 Standard 34 "Interim Financial Reporting”.

‘ <

Jozef Wallace Galea (Partner)
for and on behalf of HLB CA Falzon
Registered Auditors

27 August 2018

Global in Reach Local in Touch

HLB CA Falzon, Central Office Buildings, Block A Level 1, Mosta Road, Lija LJA 9016, Malta
Tel: +356 2010 9800 / Email: info@hlbcamalta.com / www.hlbcamalta.com
VAT No. MT 2080 6811

HLB CA Falzon is a member of HLB International. A world-wide netwark of independent accounting firms and business advisers.



Hal Mann Vella Group plc

Condensed Consolidated Interim Statement of Profit or Loss and

Other Comprehensive Income
for the period 1 January 2018 to 30 June 2018

Note

Revenue 4
Cost of sales
Gross profit

Rental income 4

Distribution and selling costs

Administrative expenses

(Provision for)/reversal of impairment of trade receivables
Operating profit

Share of profit in joint ventures

Gain on intermediation of immovable property

Other income from cancellation of borrowings

Investment in joint-venture write-off

Finance and similar income

Finance costs

Profit before tax 4

Income tax expense 5]
Profit for the period

Other comprehensive income

Other comprehensive income not to be reclassified
to profit or loss in subsequent periods:

Net gain on equity instruments at fair value through
other comprehensive income

Total comprehensive income for the period

Earnings per share (cents)

The notes on page 9 — 17 form part of these financial statements.

1 January to 1 January to
30 June 2018 30 June 2017
(unaudited) (unaudited)

€ €

11,433,451 7,473,205
 (8.699,271) (5,217,696)
2,734,180 2,255,509
1,252,005 418,148
(130,444) (96,733)
(1,944,962) (1,715,157)

(33,796) 7,651
1,876,983 869,418
48,684 92,000

2,500 318,098

- 14,099
- (1,234)

1,603 180,533
_(1,062,167) (840,391)
867,603 632,523
(450,215)  (125,753)
417,388 506,770
41401
458,789 506,770

0.08 0.10



Hal Mann Vella Group plc

Condensed Consolidated Statement of Financial Position

as at 30 June 2018

ASSETS

Non-current assets
Property, plant & equipment
Financial assets
Investment in joint-ventures
Investment property
Deferred taxation

Goodwill

Total non-current assets

Current assets

Inventories

Property held-for-sale
Trade and other receivables
Financial assets

Cash and cash equivalents

Total current assets

Total assets

The notes on page 9 — 17 form part of these financial statements.

Note

© o ~ND

10

12

As at As at

30 June 2018 31 December 2017
(unaudited) (audited)
€ €
32,377,777 32,490,053
737,953 836,455
1,763,398 1,714,714
44,871,313 44,442 152
2,505,774 3,972,468
62,888 62,888
82,319,103 83,518,730
5,470,471 3,516,900
2,739,912 4,398,303
12,835,224 15,670,142
869,578 104,564

883,315 592014
22,798,500 24,281,923
105,117,603 107,800,653




Hal Mann Vella Group plc

Condensed Consolidated Statement of Financial Position
as at 30 June 2018

As at As at
Note 30 June 2018 31 December 2017
(unaudited) (audited)
€ €
EQUITY AND LIABILITIES
Equity
Issued capital 4,999,820 4,999,820
Revaluation reserve on
property, plant and equipment 24,043,828 24,043,828
Fair value reserve 51,222 9,821
Other equity 12,236 12,236
Other reserves 4,093,259 7,134,712
Capital reserve 47,852 47,852
Incentives and benefits reserves 604,060 604,060
Retained earnings - 6,419,824 2,960,983
Total equity 40,272,101 - 39,813,312
Non-current liabilities
Borrowings 11 43,603,780 43,049,094
Trade and other payables - 47,113
Deferred taxation 4,126,962 o 5,500,478
Total non-current liabilities o 47,730,742 48,596,685
Current liabilities
Borrowings 11 3,568,701 4,296,528
Trade and other payables 13,410,291 15,018,900
Current tax due 135,768 75,228
Total current liabilities 17,114,760 19,390,656
Total liabilities o 64,845,502 67,987,341
Total equity and liabilities 105,117,603 107,800,653

The notes on page 9 — 17 form part of these financial statements.

The financial statements set out on pages 4 to 17 were approved and authorized for issue by the Board of

Directors and signed on its behalf by:

Mr. Martin A- Chairman Mr. Mark Vella - Director

27 August 2018
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Hal Mann Vella Group plc

Statement of Cash Flows
for the period 1 January 2018 to 30 June 2018

Cash flows from operating activities

Profit before tax
Adjustments for:

Share of profit in joint ventures
Other income from cancellation of borrowings
Investment in joint-venture write-off

Depreciation

(Provision for)/reversal of impairment of trade

receivables

Finance and similar income

Finance costs

Working capital changes:
Increase in inventories
Decrease/(increase) in property for resale
Decrease in receivables
(Decrease)/increase in payables

Receipts from related companies

Interest paid on overdraft

Other interest paid

Taxation paid

Net cash generated from operating activities

Cash flows from investing activities

Payments to acquire property, plant and equipment
Payments to acquire investment property
Payments to acquire financial assets

Advances to joint venture

Receipts from other parties

Advances to related companies

Finance income

Net cash used in investing activities

Cash flows from financing activities
Advances from banks loans
Repayment to third parties

Advances from related companies
Advances from joint ventures
Advances from other companies
Advances from shareholders

Interest paid on bonds

Net cash from financing activities

Net movement in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

The notes on page 9 — 17 form part of these financial statements.

Note

12

1 January to 1 January to
30 June 2018 30 June 2017
(unaudited) (unaudited)
€ €
867,603 632,523
(48,684) (92,000)
- (14,099)
- 1,234
364,236 338,056
33,796 (7,651)
(1,603) (180,533)
1,062,167 840,391
(1,953,571) (1,808,348)
1,658,391 (908,047)
2,801,123 827,280
(1,655,719) 1,665,336
(318,331) (69,670)
(318,789) ~ (9,800)
2,490,619 1,214,672
(251,960) (173,558)
(429,161) (3,737,959)
(91,000) -
(243,701) 43,816
- 288,260
(268,119) (104,001)
B 1,603 180,533
- (1,282,338)  (3,502,909)
774,836 2,462,062
(19,231) (19,231)
22,599 (79,469)
- 28,395
- 3,901
- 350,000
(715,499) (743,835)
62,705 - 2,001,823
1,270,986 (286,414)
11,222,737} (119,620)
48,249 (406,034)




Hal Mann Vella Group plc

Notes to the interim condensed consolidated financial statements
for the period 1 January 2018 to 30 June 2018

1.

Corporate information

The interim condensed consolidated financial statements of Hal Mann Vella Group plc and its
subsidiaries (“the Group™) for the six months ended 30 June 2018 were authorized for issue in
accordance with a resolution of the Board of Directors on 27 August 2018.

Hal Mann Vella Group plc (“the Company”) is a public limited liability company incorporated in Malta,
under the Companies Act, Cap. 386 of the Laws of Malta.

Principal accounting policies

2.1 Basis of preparation

The interim condensed consolidated financial information for the six month period ended 30 June 2018
has been prepared in accordance with International Accounting Standard IAS 34 “Interim Financial
Reporting”.

The interim condensed consolidated financial statements do not include all the information and
disclosures required in the annual financial statements, and should be read in conjunction with the
Group’s annual financial statement as at 31 December 2017, which have been prepared in accordance
with International Financial Reporting Standards as adopted by the European Union.

2.2 New standards, interpretations and amendments adopted by the Group

The accounting policies adopted in the preparation of the interim condensed consoclidated financial
statements are consistent with those followed in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2017, except for the adoption of new standards
effective as of 1 January 2018. The Group has not early adopted any other standards, interpretation or
amendment that has been issued but is no yet effective.

The nature and the effect of these changes are disclosed below. Although these amendments apply for
the first time in 2018, they do not have material impact on the interim condensed consolidated financial
statements of the Group. The nature and the impact of each amendment is described below:

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and it
applies to all revenue arising from contracts with customers, unless those contracts are in the scope of
other standards. The new standard establishes a five-step model to account for revenue arising from
contracts with customers. Under IFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or services to a
customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant facts
and circumstances when applying each step of the model to contracts with their customers. The
standard also specifies the accounting for the incremental costs of obtaining a contract and the costs
directly related to fulfilling a contract.

The Group applied the amendments prospectively using the modified approach. However, their
application has no effect on the Group's financial position and performance as the Group, reassessment
is to be made as at year end for the effect of this standard to the Group's financial statements.



Hal Mann Vella Group plc

Notes to the interim condensed consolidated financial statements
for the period 1 January 2018 to 30 June 2018

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement for
annual periods beginning on or after 1 January 2018, bringing together all three aspects of the
accounting for financial instruments: classification and measurement; impairment; and hedge
accounting.

The Group has applied IFRS 9 taking advantage of the exemption allowing it not to restate comparative
information for prior periods with respect to classification and measurement and impairment changes.

Several other amendments and interpretations apply for the first time in 2018, but do not have an impact
on the interim condensed consolidated financial statements of the Group.

3. Judgements in applying accounting policies and key sources of
estimation uncertainty

In preparing condensed consolidated interim financial statements, the Board of Directors have made
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expense. Actual results may differ from these
estimates.

The significant judgements made by management in applying the Group’s accounting policies and the
key sources of estimation uncertainty were the same as those that applied to the consolidated financial
statements as at 31 December 2017.

4. Segment information

For management purposes, the Group is organised into business units based on its products and
services and has two reportable segments , as follows:

The Property Development and Letting segment, which carries works in the building industry, including
construction works, plumbing and electrical and to operate as turnkey contractors. Also in this segment,
the Group leases out offices and residential building to third parties. The Group owns two hotels namely
the Mavina Holiday Complex and the Huli Hotel with an underlying Bistro Restaurant. Both hotels as well
as the restaurant were leased out to thirds parties.

Manufacturing, Products and General Contracting Services which includes the companies responsible
for manufacturing and exports. This segment includes specialising in the manufacture of stone
elements, arranging logistics, plant hire, deliveries, and supplies and subcontracting work. Also,
coordination of orders for customers for products and services is done.

Management monitors the operating results of its business units separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is evaluated
based on profit or loss and is measured consistently with profit or loss in the consolidated financial
statements.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to
transactions with third parties.

10
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Hal Mann Vella Group plc

Notes to the interim condensed consolidated financial statements
for the period 1 January 2018 to 30 June 2018

5.

Income tax

The Group calculates the period income tax credit using the tax rate that would be applicable to the
expected total annual earnings. The major components of income tax credit in the interim condensed
statement of profit or loss are:

1 January to 1 January to
30 June 2018 30 June 2017
(unaudited) (unaudited)
€ €

Income tax expense:
Current income tax expense for the period (379,329) (78,010)
Deferred tax expense (70,886) (47,743)
Income tax expense for the period (450,215) (125,753)

Property, plant and equipment
Acquisition and disposals

During the six months ended 30 June 2018, the Group acquired assets with a cost of €251,960 (six
months ended 30 June 2017: €173,558).

There were no assets disposed by the Group during the six months ended 30 June 2018 and 30 June
2017.

Financial assets

As at As at
30 June 2018 31 December 2017
(unaudited) (audited)
€ €
Current financial assets
Debt instruments at amortised cost:
Bank term deposit account 195,564 104,564
Loans to joint-ventures 403,795 -
Loans to related companies 270,219 -t
Total current financial assets N 869,578 - 104,564
Non-current financial assets
Debt instruments at amortised cost:
Loans to joint-ventures - 160,094
Loans to related companies = - 2,100
B - 162,194
Equity instruments at fair value through OCI:
Unquoted equity shares 497,336 497,336
Quoted equity shares 240617 176,925
737,963 674,261
Total non-current financial assets 737953 836,455
Total financial assets 1,607,531 941,019

13



Hal Mann Vella Group plc

Notes to the interim condensed consolidated financial statements
for the period 1 January 2018 to 30 June 2018

10.

Debt instruments at amortised cost

Bank term deposit account

Debt instruments at fair value through OCI comprise of a bank term deposit account. This investment is
measured at amortised cost.

Loans and receivables
The loans to joint ventures and related companies are unsecured, interest free and payable on demand.

Equity instruments at fair value through OC/

Unguoted equity share are carried at cost, carrying amounts are reasonable approximations of fair
values.

These financial assets were all denominated in Euro.

Investment in joint-ventures

For the six months ended 30 June 2018, the Group’s share of profit in joint ventures amounted to
€48,684 (the six months ended 30 June 2017: €92,000).

During the six months ended 30 June 2017, the Group wrote-off investment in MAC Investments Limited
amounting to €1,234 due to insolvency.

Investment property

During the six months ended 30 June 2018, the Group capitilised expenditure amounted to €429,161
(six months ended 30 June 2017: €3,737,959).

Trade and other receivables

Trade receivabls are stated net of provision for impairment of €513,489 (31 December 2017: €479,693).

14



Hal Mann Vella Group plc

Notes to the interim condensed consolidated financial statements

for the period 1 January 2018 to 30 June 2018

11.

12.

Borrowings

Current

Bank overdrafts (note 12)

Bank loans

Amount due to related companies
Amount due to joint ventures
Total current borrowings

Non-current

5% secured bonds

Bank loans

Shareholders' loans

Amount due to related companies
Amount due to third party

Other loan

Total non-current borrowings
Total borrowings

As at

30 June 2018
(unaudited)
€

835,066
1,442,602
24,225
1,266,808
3568701

20,568,482
7,978,954
3,582,113
2,394,231

80,000

47,172,481

43,603,780

As at
31 December 2017
(audited)

€

1,814,751
1,214,969

1,266,808
4,296,528

29,540,145
7,431,751
3,582,110

1,626

2,413,462

80,000
43,049,094

47,345,622

The amount due to third party represents capitalised ground rent for 65 years and is included at present
value. Discounting effect related to this has been accounted for accordingly.

Amount due to related companies and joint ventures are interest free, unsecured and payable on

demand.

Cash and cash equivalents

The cash and cash equivalents comprise the following statement of financial position amount:

Cash at bank and in hand
Bank overdrafts (note 11)

As at As at

30 June 2018 31 December 2017
(unaudited) (audited)
€ €

883,315 592,014
(835,066) (1,814,751)
48,249 i '_'_'(‘I,WZ_TS?)
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Hal Mann Vella Group plc

Notes to the interim condensed consolidated financial statements
for the period 1 January 2018 to 30 June 2018

13. Related party transactions

14.

The following table provides the total amount of transactions that have been entered into with related
parties for the relevant financial year.

Purchases
Sales to from Amount owed

related related by related Amount owed to

parties parties parties related parties

€ € € €

Joint venture in which the parent is a venturer:

Madliena Ridge Limited  Current - - - 570,335
2007 - - 570,335

Hal Mann Holdings Ltd ~ Current - - - 636,630
2017 - - - 636,630

HMK International Ltd Current 30,337 724 201,000 74,789

2017 570204 1200 16,741 57,475

Zokrija Limited Current - - 202,795 -

2017 ) - - 160,095 - -

Terms and conditions of transactions with related parties

The sales to and purchases from related parties are made on terms equivalent to those that prevail in
arm’s length transactions. Outstanding balances at the year-end are unsecured and interest free and
settlement occurs in cash. There have been no guarantees provided or received for any related party
receivables or payables. As at 30 June 2018, the Group has not recorded any impairment of receivables
relating to amounts owed by related parties (31 December 2017: nil). This assessment is undertaken
each financial year through examining the financial position of the related party and the market in which
the related party operates.

Fair values measurements

At 30 June 2018 and 31 December 2017, the carrying amounts of trade and other receivables, cash and
cash equivalents and trade and other payables and current borrowings reflected in the financial
statements are reasonable estimates of fair value in view of the nature of these instruments or the
relatively short period of time between the origination of the instruments and their expected realisation.
The fair values of loans and receivables and non-current borrowings are not materially different from
their carrying amounts in the statement of financial position.

The Group used the following hierarchy for determining and disclosing the fair value:
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value
are observable, either directly or indirectly; and

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are
not based on observable market data.
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15.

The following table provides the fair value measurement hierarchy of the Group's assets.

Level 1 Level 2 Level 3 Total
€ € € €

As at
30 June 2018
(unaudited)
Property, plant and equipment - - 23,200,208 23,200,208
Equity instruments at FVOCI 240,617 - 497,336 737,953
Investment property 2 - 44,871,313 44,871,313
As at
31 December 2017
(audited)
Property, plant and equipment - - 23,200,208 23,200,208
Equity instruments at FVOCI 176,925 - 497,336 674,261
Investment property - - 44,442 152 44,442 152

There were no transfers between Level 1 and Level 2 fair value measurements and no transfers into or
out of Level 3 fair value measurements during the six-month period ended 30 June 2018.

Accounting Standards not yet adopted

IFRS 16 Leases

IFRS 16 introduces a single lessee accounting model and requires a lessee to recognise assets and
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value. A
lessee is required to recognise a right-of-use asset representing its right to use the underlying leased
asset and a lease liability representing its obligation to make lease payments. A lessee measures right-
of-use assets similarly to other non-financial assets (such as property, plant and equipment) and lease
liabilities similarly to other financial liabilities. As a consequence, a lessee recognises depreciation of the
right-of-use asset and interest on the lease liability, and also classifies cash repayments of the lease
liability into a principal portion and an interest portion and presents them in the statement of cash flows
applying IAS 7 Statement of Cash Flows. Assets and liabilities arising from a lease are initially measured
on a present value basis. The measurement includes non-cancellable lease payments (including
inflation-linked payments), and also includes payments to be made in optional periods if the lessee is
reasonably certain to exercise an option to extend the lease, or not to exercise an option to terminate the
lease.

This new standard substantially carries forward the lessor accounting requirements in IAS 17.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to
account for those two types of leases differently. Additionally, this standard requires (i) lessees to apply
judgement in deciding upon the information to disclose to meet the objective of providing a basis for
users of financial statements to assess the effect that leases have on the financial position, financial
performance and cash flows of the lessee, and (ii) lessors to disclose enhanced information about
lessor’s risk exposure, particularly to residual value risk.

IFRS 16 is effective for annual periods beginning on or after 1 January 2019. The Group is in the initial
stages of implementation and is currently assessing the impact on its consolidated and separate
financial statements resulting from the application of this standard.
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