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Finish Furnish Limited
Annual Report and Financial Statements - 31 December 2020

Directors’ report

The directors present their report and the audited financial statements of for the year ended 31
December 2021.

Directors

The directors of the Company who held office during the year were:

Mr Francis Agius
Mr Joseph Portelli {resigned on 30 June 2022)

The current directors of the company as at the date of the financial statements were:

Mr Francis Agius
Mr Duncan Micallef {appointed on 30 June 2022)

Date of incorporation

The Company was incorporated on 04 July 2016 under the laws of Malta.
Principal activity of the Entity

The principal activity of the company is to import and retail ceramic tiles, sanitaryware, and furniture.

Review of business

The results for the financial position of the Company as at 31 December 2021 are disclosed on pages
8 and 9 while the results for the year under review are disclosed on page 10.

Total revenue for the Company during this period amounts to €3,201,802 (year ended 31 December
2020 was €2,041,730). The Company registered a loss of €776,065 (year ended 31 December 2020
was €683,144). The directors expect that the activities of the Company will remain consistent for the

foreseeable future.

Since early 2020, the world is experiencing an unprecedented crisis caused by the COVID-18
pandemic. The crisis has not resulted in the temporary cessation in the Company’s activities due to
the nature of its operations. The overall impact of COVID-19 on the Company is therefore expected to
be relatively contained in the context of the Company’s financial resources.

Financial risk management
The Company’s activities expose them to a variety of financial risks, including market risk (including
currency risk, fair value interest rate risk and cash flow interest rate risk), credit risk, and iiquidity risk.

Refer to Note 2 in these financial statements.

Results and dividends

The results for the year are as shown in the income statement on page 10. The directors do not
recommend the payment of an ordinary dividend.



Finish Furnish Limited
Annual Report and Financial Statements - 31 December 2020

Directors’ report - continued

The directors are required to prepare financial statements which give a true and fair view of the state
of affairs of the company as at the end of each financial year and of the profit or loss for that year.

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

e ensuring that the financial statements have been drawn up in accordance with the Internaticnal
Financial Reporting Standards as adopted by the EU;

e selecting and applying appropriate accounting policies;
making accounting estimates that are reasonable in the circumstances;

e ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the company will continue in business as a going concern.

The directors are also responsible for designing, implementing and maintaining internal control
relevant to the preparation and the fair presentation of the financial statements that are free from
material misstatement, whether due to fraud or error, and that comply with the International Financial
Reporting Standards as adopted by the EU. They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and

other irregularities.

Auditors

CSA Audit Ltd have indicated their willingness to continue in office and a resolution for their re-
appointment will be proposed at the Annual General Meeting.

On behalf of the board

rancis Agius
Director Director

Registered office:

Cf Business Centre, Level 1,
Trig Gort, Paceville,

St. Julians STJ 9023,

Malta.

3 November 2022
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AUDIT
INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Finish Furnish Limited

Report on the audit of the financial statements
_Quah'ffed Opinion

In our opinion:

e Except for the effect on the financial statements of the matter described in the basis for
qualified opinion paragraph, Finish Furnish Limited’s financial statements (the
“financial statements”) give a true and fair view of the Company’s financial position as
at 31 December 2021, and of the Company’s financial performance for the year then
ended in accordance with the International Financial Reporting Standards (‘IFRSs’) as
adopted by the EU; and

e The financial statements have been prepared in accordance with the requirements of
the Maltese Companies Act (Cap. 386).

What we have audited
Finish Furnish Limited’s financial statements, set out on pages 9 to 31, comprise:

o the statement of financial position as at 31 December 2021;

e the income statement and the statements of comprehensive income for the year then
ended:

the statements of changes in equity for the year then ended;

the statements of cash flows for the year then ended; and

the notes to the financial statements, which include a summary of significant
accounting policies.

Easisfor Qualified Opinion

The auditors did not observe the counting of the physical inventory at the beginning and at the
end of the audited year and were unable to obtain sufficient appropriate audit evidence
regarding the opening balances and the balances of inventory at year-end. The possible effects
of the inability to obtain sufficient appropriate audit evidence regarding the opening balances
and the balances of inventory at year-end are deemed to be material but not pervasive to the
company’s financial performance and cash flows., We were unable to determine whether any
adjustments to these amounts were necessary.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Financial Statements section of our report.

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

Independence

We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together
with the ethical requirements of the Accountancy Profession (Code of Ethics for Warrant
Holders) Directive issued in terms of the Accountancy Profession Act (Cap. 281) that are
relevant to our audit of the financial statements in Malta. We have fulfilled our other ethical
responsibilities in accordance with these Codes.
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Finish Furnish Limited

Emphasis of Matter — Material uncertainty rela ting to going concern

Without qualifying our opinion for the following matter, we draw attention to Note 1.1 in
the financial statements which indicates that the company’s current liabilities exceeded the
current assets. At the same date, the company’s accumulated losses exceed the paid-up
share capital. This condition, along with other matters as set forth in Note 1.1, indicate the
existence of a material uncertainty that may cast significant doubt about the Company’s
ability to continue as a going concern.

Other information

The directors are responsible for the other information. The other information comprises
the Directors' report (but does not include the financial statements and our auditor's report
thereon).

Our opinion on the financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon except as explicitly stated within the
Report on other legal and regulatory requirements.

In connection with our audit of the financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other
information is materially inconsistent with the financial statements, or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

With respect to the directors’ report, I also considered whether the directors’ report
includes the disclosures required by the Maltese Companies Act (Cap.386).

Based on the work I have performed, in my opinion:

o The information given in the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

o The directors’ report has been prepared in accordance with the Maltese Companies
Act (Cap.386).

In addition, in light of the knowledge and understanding of the Company and its
environment obtained in the course of the audit, I am required to report if I have identified
material misstatements in the directors’ report and other information. I have nothing to
report in this regard.

Those charged with governance are responsible for overseeing the company’s financial
reporting process.

Responsibiliti_é;ofthe directors for the financial statements

The directors are responsible for the preparation of the financial statements that give a true
and fair view in accordance with the International Financial Reporting Standards (IFRSs) as
adopted by EU, and the requirements of the of the Maltese Companies Act (Cap.386) for such
internal control as the directors determine is necessary to enable the preparation of financial

statements that are free from material misstatements, whether to due to fraud or error.
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Finish Furnish Limited

Responsibilities of the directors for the financial statements - continued

In preparing the financial statements the directors are responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to
liquidate the Company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibility for the audit of the financial statements

Our objective is to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We are also:

«  Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

«  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

»  Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

+ Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditors’ report.
However, because not all future events or conditions can be predicted, this statement is
not a guarantee as to the company’s ability to continue as a going concern.

« In particular, it is difficult to evaluate all of the potential implications that COVID-19 will
have on the company’s trade, customers and suppliers, and the disruption to its business
and the overall economy.

«  Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.
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AUDIT

INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Finish Furnish Limited

Auditors’ responsibility for the audit of the financial statements - continued

+  Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Company to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of the
audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on other Legal and Réb"i_tlatory Requirements

We also have responsibilities under the Maltese Companies Act (Cap.386) to report to you if, in our
opinion:

e  Adequate accounting records have not been kept, or that returns adequate for our audit have
not been received from branches not visited by us.

e The financial statements are not in agreement with the accounting records and returns.

e  We have not received all the information and explanations we require for the audit.

We have nothing to report to you in respect of these responsibilities.

CSA Audit Ltd

Level 6, Carolina Court,
Giuseppe Cali Street,
Ta’Xbiex XBX 1425
Malta

Charles Scerri

A\
Director

For and on behalf of
CSA Audit Ltd

3 November 2022
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Statement of financial position

ASSETS

Non-current assets

Deferred tax assets

Property, plant and equipment
Right of use assets

Current assets

fnventory

Trade and other receivables
Cash and cash equivalents

Total current assets

Total assets

Notes

.

o4}

As at 31 December

2020

2021
€ €
341,198 358,369
750,136 824,576
157,078 282,738
1,248,412 1,465,683
1,632,389 1,676,622
743,735 539,554
98,211 1,419
2,474,335 2,217,485
3,722,747 3,683,178
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Statement of financial position - continued

As at 31 December

Notes 2021 2020
€ €

EQUITY AND LIABILITIES
Share capital 10 1,200 1,200
Accumulated losses (2,072,379) (1,296,314)
Total equity (2,071,179) (1,295,114)
Non-current liabilities
Borrowings 12 20,000 -
Lease liabilities 5 35,008 124,492
Total non-current liabilities 55,098 124,492
Current liabilities
Trade and other payables 11 5,286,096 4,515,033
Borrowings 12 348,290 199,087
Lease liabilities 5 104,442 138,780
Total current liabilities 5,738,828 4,853,800
Total liabilities . 5,793,926 4,978,292
Total equity and liabilities 3,722,747 3,683,178

The notes on pages 13 to 31 are an integral part of these financial statements.

The financial statements on pages 8 to 31 were authorised for issue by the board of dirgctors on 3
November 2022 and were signed by:

Duncan Micallef

nefs Agius
Director

Director
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Income statement and statements of comprehensive income

Revenue
Cost of sales

Gross profit

Administrative expenses

Operating loss

Finance expense
Other non-operating income

Loss before tax

Tax charge

Loss for the year

Total comprehensive loss for the

year

Notes

13
14

14

16
17

18

Year ended 31 December

2021 2020

€ €

3,201,802 2,041,730
(2,169,252} {1,253,204)

1,032,550 788,526
(1,790,742) (1,613,818)
(758,192) (825,292)
(35,996) (25,113)

18,123 167,263
(776,065} (683,142)
{776,065) (683,142)
(776,065) (683,142}

The notes on pages 13 to 31 form an integral part of these financial statements.

10
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Statement of changes in equity

Share Accumulated Total
capital losses
€ € €
Balance as at 31 December 2020 1,200 (1,296,314) (1,295,114}
Comprehensive income
Loss for the year - (776,065} {776,065}
Balance as at 31 December 2021 1,200 (2,072,379} (2,071,179)

The notes on pages 13 to 31 are an integral part of these financial statements.

11
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Statement of cash flows

Notes

Cash flows used in operating activities
Operating loss (including other income)
Adjustments for:
Finance expense
Deferred taxation
Depreciation 4
Amortisation of right of use assets 5

Working capital changes:
Movement in trade and other receivables
Movement in trade and other payables
Movement in inventory

Net cash flows from operating activities

Cash flows from investing activities
Acquisition of property, plant and equipment 4

Net cash flows from investing activities

Cash flows from financing activities
Proceeds from loans and borrowings
Proceeds from leases

Net cash used in financing activities

Net movements in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Year ended 31 December

2021 2020
€ €
(740,069) (658,029)
(35,996) (9,967)
17,171 (17,171)
153,492 119,023
125,660 125,660
(479,742) (440,484)
(204,181) (250,104)
770,163 1,367,994
44,133 (421,344)
130,373 256,062
(79,052) (261,783)
(79,052) (261,783)
61,912 (21,683)
(123,732) (139,640)
(61,820) (161,323)
{10,499) (167,044)
(187,414) (20,370)
{197,913) (187,414)

The notes on pages 13 to 31 are an integral part of these financial statements.

12
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Notes to the financial statements

1

1.1

Summary of significant accounting policies

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

Basis of preparation

These financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the EU and the Maltese Companies Act {Cap.386).

These are also the first sef of financial stalements prepared in accordance with IFRS as
adopted by the EU.

The preparation of financial statements in conformity with {FRSs as adopted by the EU requires
the use of certain critical accounting estimates. It alsc requires the directors to exercise their
judgement in the process of applying the company’s accounting policies (Note 2 - Critical
accounting estimates and judgements).

Going concern

Al 31 December 2021, the company’s accumulated losses exceeded the paid-up share capital
by €2,071,179 (2020: €1,295,114), As at the same date, current liahilities exceeded current
assets by €3,264,494.

The financial statements have been prepared on a going concern basis, which assumes that
the company will continue in existence in the foreseeable future.

The validity of this assumption depends on the company being able to generate sufficient cash
flows to absorb its net liabilities, This may also require the continued support of the company's
shareholders in helping the company to meet its liabilities as they arise. The directors believe
that the required support will be forthcoming from the company’s shareholders.

If the company were unable to continue in existence in the foreseeable future, adjustments
would have to be made to reduce the balance sheet value of assets to their recoverable
amounts, to provide for further liabilities that might arise and to reclassify fixed assets and long-
term liabilities as current assets and liabilities.

Covid 19

Since early 2020, the world is experiencing an unprecedented crisis caused by the COVID-19
pandemic. The Company considers the effects of the COVID-19 outbreak as the only relevant

event arising during the reporting date.

The principal activity of the company is to import and retail ceramic tiles, sanitaryware, and
furniture. The crises has not resulted in the temporary cessation in the company’s activities.

These financial statements have been prepared under the historical cost canvention.

13
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1

1.2

1.3

1.4

Summary of significant accounting policies - continued
Foreign currency translation
{a) Functional and presentation currency

ltems included in the financial stalements are measured using the currency of the primary
sconomic environment in which the entity operates (‘the functional currency’). The financial
statements are presented in euro, which is the company’s functional and presentation currengcy.

{b) Transacftions and balances

Foreign currency transactions are transiated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the transiation at year-end exchange rates of
monetary assels and liabilittes denominated in foreign currencies are recognised in profit or
foss.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually
for impairment. Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable,
An impairment loss is recognised for the amount by which the asset's carrying amount exceeds
its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs to sell and value in use. For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at the end of each reporting period.

Financial assets
1.4.1 Classification

The company classifies its 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 at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active markel. They arise when the company provides money, goods
or services directly to a debtor with no intention of trading the asset.

They are included in current assets, except for maturities greater than twelve months after the
end of the reporting period. These are classified as non-current assets. The company’s loans
and receivables comprise cash and cash equivalents in the statement of financial position (Note
1.7},

14
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1.4

Summary of significant accounting policies - continued
Financial assets - continued
1.4.2 Recognition and measurement

The company recognises a financial asset in its statement of financial position when it becomes
a party to the contractual provisions of the instrument. Regular way purchases and sales of
financial assets are recognised on settlement date, which is the date on which an asset is
delivered to or by the company. Any change in fair value for the asset to be recsived is
recognised between the {rade date and settiement date in respect of assets which are carried
at fair value in accordance with the measurement rules applicable to the respective financial
assets.

Financial assets are initially recognised at fair value plus transaction cost. Loans and
receivables 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 batween 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 transferred and the company has transferred substantiaity all
risks and rewards of ownership or has not retained control of the asset.

1.4.3 Impairment

The company assesses at the end of each reporting pericd whether there is objective evidence
thal a financial asset or a group of financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or group of financial assets that can be
reliably estimated.

The company first assesses whether objective evidence of impairment exists. The criteria that
the company uses to determine that there is objective evidence of an impairment loss include:

significant financial difficulty of the issuer or obligor;
a breach of contract, such as a default or delinquency in interest or principal payments;
it becomes probable that the borrower will enter bankruptcy or other financial reorganisation.

For financial assets carried at amortised cost, the amount of the loss is measured as the
difference between the asset's carrying amount and the present value of estimated future cash
fiows (excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate. The asset’s carrying amount is reduced and the amount
of the loss is recognised in profit or foss.

15
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1

1.4

1.5

1.6

Summary of significant accounting policies - continued
Financial assets - continued
1.4.3 Impairment - continued

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor's credit rating), the reversal of the previously recognised impairment
foss is recognised in profit or loss.

Property, plant, and equipment

All property, plant and equipment is initiaify recorded at cost. All property, plant and equipment
is subsequently stated at historical cost iess depreciation and impairment losses, historical cost
includes expenditure that directly attributable to the acquisition of the terms.

Subsequent costs are included in the asset's carrying amount or recognised as a separate
asset, as appropriate, only when is probable that the future economic benefits associated with
the item will flow to the company and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognised. All other repairs and maintenance are
changed to profit or toss during the financial period in which they are incurred.

Depreciation on other assets is calculated using the straight-line method to allocate the cost of
the assets to their residuat vaiues over their estimated useful lives as foliows:

%
Building improvements 2-10
Furniture, fixtures and fittings 10
Office/tT equipment 20 - 25
Motor vehicles 20
Air conditioners 16.67%
Electrical equipment 10
Plan & machinery 20

Plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An asset’s carrying
amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

Trade and other receivables

Trade receivables comprise amounts due from customers for services performed in the ordinary
course of business. If collection is 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 presenied as
non- current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment (note 1.4.3).
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 uncollectible, 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.

16
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1

1.7

1.8

1.9

112

Summary of significant accounting policies - continued
Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value. Bank
overdrafts are shown within borrowings in current liabilities in the statement of financial position.

Share capital

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

Financial liabilities

The company recognises a financial fability in its statement of financial position when it
becomes a party to the contractual provisions of the instrument. The company's financial
liabilities are recognised initially at fair value, including transaction costs. These liabilities are
subsequently measured at amortised cost. The company derecognises a financial liability from
its statement of financial position when the obligation specified in the contract or arrangement is
discharged, cancelled or expires.

Trade and other payables

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
liabilities if payment is due within one year or less {or in the normal operating cycie of the
business if longer). If not, they are presented as non-current liabilities. Trade and other
payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

Borrowings

Borrowings are recognised initially at the fair value of proceeds received, net of issue costs
incurred, if any. In subsequent periods, borrowings are carried at amortised cost using the
effective yield method, any difference between proceeds (net of issue costs) and the
redemption value is recognised in profit or loss over the period of the borrowings using the
effective yield method.

Borrowings are classified as current liabilities unless the Company has an unconditional right to
defer settlement of the liability for at least twelve months after the reporting date.

Operating lease

IFRS 16 reguires an entity to assess whether a contract is, or contains, a tease at the inception

date.

A contract is, or contains, a lease if the contract conveys the right to contral the use of an
identified asset for a period of time in exchange for a consideration. Leases are recognised as a
right-of-use asset and a corresponding liability at the commencement date, being the date at
which the leased asset is available for use by the Company.

17
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1.12

Summary of significant accounting policies - continued
Operating lease - continued

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease
liabilities include the net present value of the following lease payments:

» fixed payments {including in-substance fixed payments), less any lease incentives
receivable;

s variable lease payments that are based on an index or a rate, initially measured using
the index

o orrale as at the commencement date;

+« amounts expected to be payable by the Company using residual value guarantees;

+ the exercise price of a purchase option if the Company is reasonably certain to exercise
that option; and

» payment of penalties for terminating the lease, if the lease term reflects the Company
exercising that option.

Lease payments to be made under reascnably certain extension options are also included in
the

measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate
cannot be readily determined, which is generally the case for lessees, the lessee's incremental
borrowing rale is used, being the rate that the individuai lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value to the right-of-use asset in a similar
economic enviranment with similar terms, security and conditions.

Right-of-use assets are initially measured at ‘cost’ which, where applicable, comprises the
following:
= the amount of the initial measurement of lease liability;
» any lease payments made at or before the commencement date less any lease
incentives received,
+ any initial direct costs; and
* restoration costs

Right-of-use assets are subsequently measured at cost, less accumulated depreciation and any
accumulated impairment losses, except as highlighted below. Right-of-use assets are generally
depreciated over the shorter of the asset's useful life and the lease term on a straight-fine basis.
Depreciation is recognised in profit or loss,

Payments associated with short-term leases and leases of low-value assets are recognised on
a straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease
term of 12 months or less.

Offsetting financial instruments
Financial assets and liabilities are offset, and the net amount reported in the statement of
financial position when there is a legally enforceable right to set off the recognised amounts and

there is an intention to settfle on & net basis, or realise the asset and settle the liability
simultaneously.

18
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Summary of significant accounting policies - conlinued
Income taxes

Income tax expense comprises current and deferred tax. Income tax expense is recognised in
profit or loss except to the extent that the tax arises from a transaction or event which is
recognised directly in equity, in which case it is recognised in equity.

Current tax is based on the taxable profit for the year, as determined in accordance with tax
laws, and measured using tax rates, which have been enacted or substantively enacted by the
balance sheet date.

Deferred tax is measured at the tax rates that are expecied to apply to the year when the asset
is realised or the liability is settled, based on tax rates and tax laws that have been enacled or
substantively enacted by the balance sheet date.

Deferred tax is recognised on temporary differences arising from differences between the
carrying amount of assets and liabilities in the financial statements and the corresponding tax
bases used in the computation of taxable profit. The Company recognises a deferred tax
liability in respect of all taxable temporary differences and a deferred tax asset in respect of all
deductibte temporary differences except to the extent that such deferred tax liability arises from
the initial recognition of goodwill or the deferred tax assetfliability arises from the initial
recognition of an asset or liability which is not a business combination and at the time of the
transaction, affects neither accounting profit nor taxable profit (foss).

Recognition of a deferred tax asset is however limited to the extent that it is probabie that
taxable profit will be available against which the deductible temporary difference can be utilised.
The Company re-assesses any unrecognised deferred tax asset at sach balance sheet date to
determine whether future taxable profit has become probable that allows the deferred tax asset
to be recovered.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the
provision of services in the ordinary course of the company's activities. Revenue is recognised
upon performance of services, and is stated net of sales tax, returns, rebates and discounts.

The company recognises revenue when the amount of revenue can be reliably measured,
when it is probable that future economic benefits will flow to the entity and when specific criteria
have been met for each of the company's activities as described below.

Sale of goods

Revenue from the sale of goods is recognised when the significant risks and rewards of
ownership have been transferred to the buyer, the inflow of economic benefits associated with
the transaction is probable. Revenue is measured at the fair value of the consideration received
or receivable, net of any trade discounts and voiume rebates allowed by the entity.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined by the
weighted average cost method. Cost is the invoiced value of goods and, in general, includes
transport and handling costs. Net realisable value is the estimated selling price in the ordinary
course of business, less applicable variable selfing expenses.
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2 Financial risk factors
(a) Market risk
(iy Cash flow interest rate risk

For the Company, the cash fiow interest rate risk principally arises from the borrowings on the
same lines of the interest income from the receivables. Accordingly, the Company is not
exposed to cash flow interest rate risk. The Company’s interest rate risk principally arises from
bank borrowings issued at variable rates (Note 12) which expose the Company to cash flow
interest rate risk. Management monitors the impact of changes in market interest rates on
borrowing costs in respect of these liabilities. Based on this analysis, management considers
the potential impact on profit or loss of a defined interest rate shift that is reasonably possible at
the balance sheet date to be immaterial and accordingly the level of interest rate risk is
contained. The Company's operating cash flows are substantially independent of changes in
market interest rates.

(b) Credit risk

Credit risk arises from cash and cash equivalents and credit exposures to customers, including
outstanding debtors and committed transactions. The Company's exposures to credit risk as at
the end of the reporting periods are analysed as foliows:

2021 2020
€ €

Financial assets measured at amortised cost:
Trade and other receivables 743,735 539,554
Cash and cash equivalents 98,211 1,419
841,946 540,973

The maximum exposure o credit risk at the reporting date in respect of the financial assets
mentioned above is equivalent to their carrying amount as disclosed in the respective notes to
the financial statements. The Company does not hold any collateral as security in this respect.
The figures disclosed above in respect of trade and other receivables exclude advance
payments to suppliers, indirect taxation and prepayments.

Cash and cash equivalents

The Company's cash and cash equivalents are held with local financial institutions with high
quality standing or rating or nothing and are due to be seftied on demand. Management
considers the probability of default to be close o zero as the financial institutions have a strong
capacity {o meet their contractual abligations in the near term. As a result, while cash and cash
equivalents are subject to the impairment requirements of IFRS 9, the identified impairment loss
is insignificant.

The Company assesses the credit quality of its customers taking into account financial position,
past experience and other factors. It has policies in place to ensure that sales of goods and
services are affected to customers with an appropriate credit history. The Company monitors
the performance of its receivables on a regular basis to identify incurred collection losses, which
are inherent in the Company's debtors, taking into account historical experience in collection of
accounts receivable.
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2 Financial risk factors - continued
{b} Credit risk - continued
Cash and cash equivalents - continued

In view of the nature of the Company's activities and the market in which it operates, a limited
number of customers account for a certain percentage of the Company’s trade receivables.
Whilst no individual customer or group of dependent customers is considered by management
as a significant concentration of credit risk with respect to trade debts, these exposures are
monitored and reported more frequently and rigorously. These customers trade frequently with
the respective group undertaking and are deemed by management to have exceilent credit
standing, usually taking cognisance of the performance history without defaults.

Trade receivables

The Company manages credit limits and exposures actively in a practicable manner such that
there is no material past due amounts receivable from customers as at the reporting date. The
Company's trade and other receivables, which are not impaired financial assets, are principaily
debts in respect of transactions with customers for whom there is no recent history of default,
Management does not expect any losses from non-performance by these customers.

impairment of trade receivables

The Company applies the IFRS 9 simpiified 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 expected loss rates are based on the payment profiles of sales over a period of time before
the reporting date 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. The
Company uses judgement in making these assumptions and selecting the inputs o the
impairment calculation and adjusts the historical loss rates based on expected changes in
these factors. Credit loss allowances include specific provisions against credit impaired
individual exposures with the amount of the provisions being equivalent to the balances
attributable to credit impaired receivables. As a resull, while trade and other receivables are
subject to the impairment requirements of IFRS 9, the identified impairment loss is insignificant.
Trade receivables are written off when there is no reasonable expectation of recovery.
Indicators that there is no reasonable expectation of recovery include, amongst others, the
failure of a debtor to engage in a repayment plan with the Company, and a failure to make
contractual payments for a period of greater than a year past due.

impairment losses on trade receivables and contract assets are presented as net impairment
losses within operating profit. Subsequent recoveries of amounts written off are credited against
the same line item.

Categorisation of receivables as past due is determined by the Company on the basis of the
nature of the credit terms in place and credit arrangements actually utilised in managing
exposures with customers. At 31 December 2020 and 2019, the Company’s past due but not
impaired receivables and the carrying amount of trade receivables that would otherwise be past
due or credit impaired whose terms have been renegotiated, were not deemed material in the
context of the Company's trade receivables figures.

21



Finish Furnish Limited
Annual Report and Financial Statements - 31 December 2021

2 Financial risk factors - continued
(b) Credit risk - continued
Amounts owed by related parties and other receivables

The Company's receivables also include amounts owed by related parties (Note 18). The
Company’s treasury monitors intra-group credit exposures on a regular basis and ensures
timely performance of these assets in the context of overail group liquidity management. The
Company assesses the credit qualify of these related parties taking into account financial
position, 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.

With respect to the Company’s current amounts owed by refated parties and other receivables,
since such balances are repayable on demand, expected credit losses are based on the
assumption that repayment of the balance is demanded at the reporting date. In this respect,
the directors considered such balances to have low credit risk and a low risk of default.

{c} Liquidity risk

The Company is exposed to liquidity risk in relation to meeting future obligations associated
with its financial liabilities, which comprise principally of the trade and other payabtes (Note 11).
Prudent liguidity risk management includes maintaining sufficient cash and committed credit
lines to ensure the availability of an adequate amount of funding to meet the Company’s
obligations.

Management monitors liquidity risk by reviewing expected cash flows and ensures that no
additional financing facilities are expected to be required over the coming year. The Company's
liquidity risk is actively managed taking cognisance of the matching of cash inflows and
outflows arising from expected maturities of financial instruments, together with the Company’s
committed bank borrowing facilities and other intra-group financing that it can access to meet
liguidity needs. in this respect management does not consider liquidity risk to the Company as
significant taking into account the fiquidity management process referred to above.

3 Critical accounting estimates and judgements

Estimates and judgements are confinually evaluated and based on historical experience and
other factors including expectations of future evenis that are believed to be reasonable under

the circumstances.

In the opinion of the directors, the accounting estimates and judgements made in the course of
preparing these financial statements are not difficult, subjective or complex to a degree which
would warrant their description as critical in terms of the requirements of [AS 1.

N
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5. Right-of-use assets

The Company has lease renting premises, showrooms and warehouse contracts. The leases
have lease terms:

» Showroom — 7 years

+ Kordin -5 years

« Mosta - 2 years

s Zurrieq - 5 years

The table below depicts the carrying amounts of the right-of-use assets recognised and the
movements during the years.

Showroom Kordin Mosta Zurrieq Total
€ € € € €
Net book value
at 1 January 2020 210,934 115,149 - - 326,083
Additions - - 73,485 8,830 82,315
Amortisation (52,734) (38,383} (30,619) (3.924) (125660)
Net book value
at 31 December 2020 158,200 76,766 42,866 4,908 282,738
Showroom Kordin Mosta  Zurrieg Total
€ € € £ €
Net book value
at 1 January 2021 158,200 76,768 42,866 4,906 282,738
Amortisation (52,734) (38,383) (30,619) (3,924) (125,660)
Net book value 105,466 38,383 12,247 982 157,078

at 31 December 2021

The table below depicts the carrying amounts of lease liabilities included under other financial
liabilities and movements during the year.

2021 2020
€ €
Opening balance / Adjustment for the year regarding transition
from GAPSME to [FRS 263272 305,451
Lease increases - 82,317
Interest expense {15,905) (15,148)
Lease payments {107,827) (109,350)
Closing balance 139,540 263,272
Current lease liability 104,442 138,780
Non-current lease liability 35,098 124,492
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6 Deferred taxation
2021 2020
€ €
Deferred tax 341,198 358,369
The deferred tax asset is analysed as follows:
2021 2020
€ €
At beginning of year 358,369 341,198
Income tax credit for the year (17,471) 17,171
341,198 358,369
7 Inventory
2021 2020
€ €
Stock for resale 1,694,716 1,708,137
Stock adjustments during the year (62,327) (31,615)
1,632,389 1,676,522
8 Trade and other receivables
2021 2020
€ €
Trade receivables 224,238 122,426
Amounts due from related party 255,245 159,749
Other receivables 1,900 1,900
Accrued income - 66,287
Prepayments and advance deposits 262,352 189,192
743,735 539,554

Amount due from related party are unsecured, interest free and repayable on demand.
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9 Cash and cash equivalents

Cash at bank and cash at hand
Bank overdraft

10 Share capital

Authorised ordinary shares
1,200 ordinary shares of €1 each,
100% paid up

114 Trade and other payabies

Non-current
Amounts due to shareholder
Amounts due to related parties

Current

Trade payables

Amounts due to shareholder
Amounts due to related parties
Indirect taxation

Accruals

2021 2020
€ €

98,211 1,419
(296,124)  (188,833)
(197,913)  (187,414)
2021 2020

€ €

1,200 1,200
1,200 1,200
2021 2020

€ €

560,453 350,233
2,065,750 2,170,363
917,325 830,313
336,035 191,624
1,406,533 973,400
5,286,096 4,515,933

Amounts due to shareholder, classified as non-current are unsecured, interest free and have no

fixed date of repayment.

Amounts due to shareholder and amounts due {o related parties, classified as current are

unsecured, interest free and are repayable on demand.
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12

13

Borrowings

Non-current
Bank loans

Current
Bank {oan
Bank overdraft

2021 2020

€ €
20,000 -
52,166 10,254
296,124 188,833
348,290 199,087

The bank loan and overdraft are secured by a general hypothec over the company’s assets, by
special hypothecary guarantees over the company’s immovable property and by general

guarantee of the shareholders.

The effective interest rates for bank borrowings as at the end of the financial reporting period is

as follows:

Bank overdraft
Bank loans

Maturity of hon-current bank borrowing

Between 1 and 2 years
Between 2 and 5 years
Over 5 years

Revenue

Sales

2021 2020
5.65% 565%
5.65% 5.65%

2021 2020

€ €

20,000 -
20,000 -
2021 2020

€ €
3,201,802 2,041,730
3,201,802 2,041,730
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14 Expenses by nature

Inventory sold

Freight and delivery expenses
Depreciation charges

Water, electricity and telecommunications
Travel expenses

Insurances

Amortisation of lease

Wages and salaries

iT expenses

Repairs and maintenance
Professional and audit fees
Write-offs

Subscriptions

Agency fees

Gifts

Other expenses

Total cost of sales and administration expenses

Audiiors' fees

2021 2020

€ €
2,160,070 1,244,731
1,838 8,473
151,698 119,023
25,607 15,544
5,636 2,985
12,740 10,689
125,661 125,661
1,184,153 986,244
11,680 26,611

51 11,449

19,578 59,221
34,595 20,164
824 23,368
29,521 20,164
32,000 5,556
164,442 187,139
3,959,994 2,867,022

Fees charged by the auditors for services rendered during the financial years ended 31

December 2021 and 2020 relate to the following:

Audit fees
Tax advisory and compliance

15 Employee benefit expense

Wages and salaries
Social security costs and maternity
fund contribution

2021 2020

€ €

7,500 7,500
450 450
7,950 7,950
2021 2020

€ €
854,061 915,926
332,551 70,318
1,186,612 986,244
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16

16

17

18

19

Employee benefit expense - continued

Average number of persons employed by the Company during the year;

Number of employees

Finance costs

Bank charges
Interest paid
Interest expense from lease liability

Other non-operating income

Covid - 19 wages supplements

Tax credit

Loss for the year
Tax credit on ordinary loss

Tax credit

Directors’ remuneration

Salaries and other emoluments

2021 2020
€ €

39 38
2021 2020
3 €
5,010 3,608
15,081 6,463
15,905 15,146
35,996 25,1158
2021 2020

€ €
3,150 167,263
3,150 167,263
2021 2020

€ €

2021 2020

€ €
107,938 62,738
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21

22

Related parties

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operational decisions.
The directors consider companies with common ultimate shareholding to be related parties.

The following significant operating transactions, which were carried out by the Company with
related parties and not referred to previously in these financial statements, have a material
effect on the operating results and financial position of and the Company:

2021 2020
€ €
Income from goods and services 1,044,189 797,014

Comparative information

Comparative figures disclosed in the main components of these financial statements have
been reclassified to conform with the current year's presentation format for the purpose of fairer

presentation.

Statutory information

Finish Furnish Limited is regislered in Maita as a limited liability company under the Maltese
Companies Act {Cap. 386). The registered office is CF Business Centre, Level 1, Trig Gort,
Paceville, St. Julians STJ 8023, Malta.
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