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MEMORANDUM 
  

  
To  
 
 
Cc  

  
Hon. Ian Borg, Chair, National Audit Office Accounts Committee 
Hon. Darren Carabott, Chair, Public Accounts Committee 
 
Ms Anna Brincat, Clerk, National Audit Office Accounts Committee & Public 
Accounts Committee 
  

From  
  

Mr Keith Mercieca, Assistant Auditor General, National Audit Office 

Subject  
  

The Government’s rescission of restrictions on the site of the Fortina Hotel: 
Submission by the National Audit Office in relation to the valuation prepared by its 
experts 
  

Date   11 February 2026  
  

  
Purpose of this submission 
  
1. This submission is presented to clarify the position of the National Audit Office (NAO) 

regarding criticism levelled at the valuation prepared by Forward Architects in the 
context of this Office’s audit work. The NAO considers it necessary to reaffirm the: 
 
a. constitutional mandate under which it operates; 

 
b. purpose for which expert valuation advice was commissioned; 
 
c. professional standards applicable to such valuation; 
 
d. distinction between statutory disposal mechanisms and audit evidence gathering; 
 
e. basis on which the NAO relied on the valuation by Forward Architects. 
 

2. This submission is not intended to engage in technical debate on valuation minutiae, 
but to clarify principles relevant to parliamentary oversight. 

 
Constitutional and statutory mandate of the NAO 
 
3. The Auditor General operates independently of the executive and is accountable to 

parliament. In carrying out its audit functions, the NAO is empowered to: 
 
a. examine transactions involving public assets; 
 
b. assess compliance with legal and contractual obligations; 
 
c. engage external experts where specialist knowledge is required. 
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4. The commissioning of Forward Architects formed part of this audit function. It was 

undertaken to assist the NAO in understanding whether the valuation of land covered 
by four deeds had addressed the full legal and spatial extent concerned, and to assess 
potential financial implications arising from that question. 

 
5. The Forward Architects valuation was therefore commissioned to serve as audit 

evidence, obtained independently by the NAO for the purpose of informing 
parliamentary oversight. It was not intended to replace, replicate or serve as a statutory 
valuation under the Government Lands Act, but rather to provide independent expert 
input within the context of the NAO’s audit mandate. 

 
Distinction between a valuation to dispose and a valuation for audit 
 
6. Article 79 of the Government Lands Act (Chapter 573) establishes a statutory 

mechanism applicable to the disposal of government land. That mechanism governs the 
procedure to be followed by the Lands Authority in specific transactional contexts. 

 
7. The Forward Architects valuation was not commissioned under Article 79. It was 

commissioned as part of an audit. An audit is not constrained to rely on valuations 
prepared under the statutory disposal framework of the authority being audited. To 
suggest otherwise would effectively limit the Auditor General’s ability to obtain 
independent expert opinion when reviewing executive action. 

 
8. The absence of Article 79 formalities does not render the Forward Architect valuation 

legally invalid for audit purposes. The two instruments operate in different institutional 
and legal domains. 

 
Nature and scope of the Forward Architects engagement 
 
9. Forward Architects were engaged with a clearly defined scope, namely to: 

 
a. assess the value implications of waivers and changes affecting land covered by 

four deeds; 
 
b. evaluate differences between pre- and post-waiver scenarios; 
 
c. assist the NAO in determining whether the original valuation addressed the entire 

relevant extent. 
 
10. The report expressly sets out its assumptions, methodology, limitations and 

professional basis. The valuation was prepared in accordance with recognised valuation 
standards, including principles aligned with the Kamra tal-Periti, the Royal Institution of 
Chartered Surveyors and the European Valuation Standards. Crucially, it was not 
intended as a disposal valuation for transactional execution, but to provide an 
independent professional opinion to inform audit analysis. 
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Transparency and availability of working papers 
 
11. It has been suggested that the valuation by Forward Architects could not be verified due 

to the absence of detailed workings. 
 
12. Following discussions between the NAO and Forward Architects, the latter confirmed 

that detailed spreadsheet workings exist; that these were never expressly requested by 
the Lands Authority; and that they have no objection to making them available if 
requested. 
 

13. The valuation model consists of an interconnected spreadsheet reflecting market 
inputs, adjustment factors and scenario testing. The report presents final outputs, while 
the detailed calculations are contained in working papers. The existence of working 
papers is consistent with standard professional practice in valuation assignments of this 
scale and complexity. It is therefore not accurate to characterise the valuation as 
unsupported or unverifiable. The detailed workings exist and were not withheld. The 
NAO remains prepared to facilitate access to such workings should the Committees 
consider this necessary. 
 

14. For completeness and transparency, the NAO is annexing the comprehensive response 
submitted by Forward Architects to the observations of the Lands Authority (Annex I). 
That document sets out, point by point, the professional and methodological basis for 
the valuation and addresses the technical issues raised. The NAO considers it 
appropriate that the Committees have sight of that material when forming their view. 
 

Professional judgement in valuation 
 

15. Valuation is not a mechanical exercise. It is a professional opinion informed by: 
 

a. comparable market evidence; 
 
b. adjustment factors reflecting property characteristics; 
 
c. planning parameters; 
 
d. restrictions, use limitations and integration effects; and 
 
e. economic context at the valuation date. 
 

16. Recognised valuation standards explicitly acknowledge that comparable evidence 
serves as an analytical starting point and that professional judgement is central to 
deriving market value. 
 

17. Differences in assumptions, scope, date of valuation, planning status, treatment of 
restrictions and/or valuation methodology, will legitimately produce different results. 
Variance between valuations does not establish methodological defect. Courts and 
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professional literature alike recognise tolerances within valuation practice, particularly 
in complex mixed-use developments. 
 

Treatment of developer profit and the hotel scenario 
 

18. Questions were raised regarding the treatment of developer profit in the hotel scenario. 
The Forward Architects valuation report distinguished between: 
 
a. a speculative residential development intended for sale; and 
 
b. an owner-operator expansion of an existing hotel business. 
 

19. In the latter case, value was derived using an income capitalisation approach, where 
return is embedded in projected operational income rather than in a developer’s margin 
on sale. This reflects a recognised distinction in valuation methodology between 
development profit and operational income return. The approach adopted is consistent 
with valuation standards. 
 

Market evidence and advertised prices 
 

20. Forward Architects relied on internal records of 2019 advertised prices, consistent with 
modern valuation practice. Online listings constitute a recognised source of comparable 
evidence and are widely used in institutional indices, including those compiled by 
financial authorities. 
 

21. The selection and adjustment of comparables is inherently a matter of professional 
judgement. The fact that alternative comparables could be selected does not invalidate 
the methodology adopted. 
 

On the allegation of overstatement 
 

22. The NAO relied on and continues to rely on Forward Architects’ valuation as part of its 
audit assessment of potential financial impact. The NAO did not present the valuation 
as an absolute or incontrovertible figure. It was presented as an independent expert 
assessment indicating that the extent covered by the deeds warranted reconsideration 
and potential revaluation. The existence of alternative valuation opinions does not, of 
itself, establish overstatement. 
 

Institutional considerations 
 

23. It is essential to preserve the distinction between: 
 

a. executive functions under the Government Lands Act; and 
 
b. parliamentary oversight functions exercised through the Auditor General. 
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24. If audit evidence could be dismissed solely on the basis that it was not produced under 
executive statutory mechanisms, the independence of parliamentary scrutiny would be 
materially constrained. The NAO’s reliance on independent professional advice is 
consistent with its constitutional mandate and with international standards applicable 
to Supreme Audit Institutions. 
 

Conclusion 
 

25. The NAO remains satisfied that: 
 
a. the engagement of Forward Architects was lawful and appropriate within its 

mandate; 
 

b. the valuation was prepared in accordance with recognised professional standards; 
 

c. detailed workings exist and were not refused on request; 
 

d. methodological differences raised by the Lands Authority constitute professional 
disagreement, not evidence of defect; and 
 

e. the NAO acted reasonably in relying on independent expert advice to inform 
Parliament. 

 
26. The NAO reiterates its commitment to objectivity, independence and transparency in 

the discharge of its functions, and remains available to provide any further clarification 
required by the Committees. 
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Annex | Forward Architects’ response to points raised by the Lands Authority 
 

 

 
Introduction 
 
A1. Forward Architects confirm that their valuation considered the full extent of the areas 

covered by the four deeds, as clearly set out in the valuation report. Any interpretation 
suggesting that only a portion of the relevant area was considered does not reflect the 
content of the report. The valuation figures and accompanying plans demonstrate that 
the assessment covered the entirety of the relevant extents. 
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Question 1: Base rate and comparable evidence 

 
A3. Forward Architects confirm that the valuation records were compiled internally, based 

on advertised market prices prevailing in 2019. Whether derived from archived listings 
or contemporaneous internal records, the underlying data reflect advertised market 
evidence available at the relevant valuation date. 
 

A4. The valuation was commissioned by the NAO for audit purposes and was prepared 
within the scope defined by that engagement. As with any valuation, it represents a 
professional opinion formed on the basis of stated assumptions and methodology. 
 

A5. In response to comments suggesting that the derivation of the base rate or adjustment 
factors could not be verified, Forward Architects clarify that detailed workings exist in 
spreadsheet form and form part of the working papers. These were not formally 
requested by the Lands Authority. Forward Architects have no objection to making such 
workings available on request. 
 

A6. The adjustment factors applied were derived through professional judgement and 
experience, reflecting differences between the characteristics of the comparable 
evidence and the subject property. These factors are not fixed or universal constants; 
rather, they are analytical tools used to interpret market evidence in context. 
 

A7. As noted by Nick French (Chair, RICS Global Valuation Standards Expert Working Group), 
comparable data serve as “signposts” in the valuation process. Professional judgement 
remains central to interpreting such data and deriving market value. 
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A8. Forward Architects also note that, although the availability of comparable samples was 

queried, no formal request for the underlying records was subsequently made. 
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Question 2: Treatment of sea-facing and non-sea-facing areas 

 
A9. Forward Architects clarify that the valuation did not apply a simple averaging approach. 

The floor areas of apartments without sea (Valletta) views were identified and assigned 
a non-sea-view adjustment factor. The remaining floor areas were assigned the 
appropriate sea-view factor. 
 

A10. The valuation was not undertaken on a piecemeal basis. Rather, the site was valued 
holistically, both before and after the relevant changes, and the difference in value was 
derived accordingly. 
 

A11. Forward Architects further note that the lifting of height and use limitations materially 
altered the development potential of the site. The resulting uplift in value cannot be 
assessed by isolating rear plots and applying a generic non-sea-view rate. The 
development must be considered as an integrated scheme. 
 

A12. It is also noted that properties referred to as enjoying “sea views” in general 
commentary in fact benefit from Valletta views, which command a premium in the local 
market. Comparable evidence must therefore reflect location, aspect and development 
context. 
 

A13. Forward Architects consider that comparables cited by the Lands Authority do not 
reflect properties with materially similar characteristics in terms of location, aspect and 
development integration. 
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Question 3: Adjustment factors 
 

A14. The adjustment factors applied were specific to this valuation and reflect differences 
between the subject property and the comparable evidence considered. These 
adjustments were based on professional judgement and market knowledge. Without 
access to the comparable dataset used, it would be difficult for an external reviewer to 
assess the appropriateness of individual adjustment factors in isolation. 
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Question 4 & 5: Underlying sales data 

 
A16. Forward Architects confirm that they were not expressly requested to provide 

underlying sales data or supporting documentation. Reverse valuation checks formed 
part of the internal validation process and were referenced in the report. 
 

A17. Forward Architects remain available to cooperate with any independent valuation 
review conducted in accordance with recognised standards (including KTP, RICS and 
TEGOVA). Professional standards generally envisage that a valuation review should be 
undertaken by an independent accredited valuer. 
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Question 6: Inflation adjustment 

 
A19. The adjustment for inflation was based on publicly reported inflation data between the 

relevant years at the time of preparation of the report. 
 

Question 7: Additional files 
 

A20. Forward Architects note that no formal request for additional files was made. 
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Question 8: Code of Measuring Practice 
 
A22. The valuation applied measurement principles consistent with the Code of Measuring 

Practice, which is incorporated within RICS standards and the European Valuation 
Standards. These principles provide guidance for categorising and measuring areas 
when using comparative methods. 
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Question 9: Approved drawings 
 
A24. The measurements were derived from approved drawings available on the Planning 

Authority website. These drawings are publicly accessible. Forward Architects relied on 
those approved plans as the basis for their area calculations. 
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Question 10: Developer profit – Hotel scenario 
 
A26. Forward Architects distinguish between speculative development for sale and owner-

operator expansion. 
 

A27. In this case, the hotel continued operating as a five-star establishment during 
redevelopment works. The valuation assumed expansion of operational capacity rather 
than construction for onward sale. Under an income capitalisation approach, return is 
embedded in projected operational income rather than expressed as a separate 
developer’s margin. 
 

A28. At the valuation date, there was no indication that the hotel was intended for sale. 
Accordingly, the adopted methodology reflects the operational context. 
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Question 11: Treatment of sales tax 

 
A30. Forward Architects clarify that: 

 
a. if establishing the net worth to the developer (Fortel), the 8% sales tax would be 

excluded, yielding an approximate value of €19 million; 
 

b. however, for purposes of establishing market value from the Government’s 
perspective, the 8% should not be deducted, as it forms part of the gross 
consideration. 

 
A31. This clarification was communicated to the NAO after the report was issued. 
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Question 12 & 13: Scope of clarifications provided 
 

A33. Forward Architects confirm that the clarifications requested were addressed in the 
original replies. The valuation was prepared strictly within the defined brief and stated 
assumptions. Any subsequent observations extend beyond the scope of the original 
queries and do not alter the methodology applied. 
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Question 15: Application of consistent methodology 

 
A35. The figures referenced were derived using the same rates and adjustment principles 

applied throughout the report. The tables reflect the outputs of the established 
methodology. Detailed workings exist within the valuation file. No formal request for 
underlying data was made. 
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Question 16: Comparability of different valuations 
 

A37. The valuations cited for comparison differ in scope, valuation date, subject extent and 
purpose. Direct numerical comparison between such valuations may be misleading if 
context is not aligned. Each valuation must be assessed on its own defined parameters. 
 

Question 17: Measurement and area classification 
 

A38. The breakdown of areas was already provided in the report. Tables prepared for 
construction cost estimation include certain elements (e.g. roof areas) that were not 
included in the market value assessment where they carried no intrinsic value under the 
relevant use assumptions. This distinction reflects standard professional measurement 
practice. 
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Question 18: Market value versus development cost 
 

A39. Market value and development cost are distinct concepts. Development costs reflect 
project-specific arrangements and may not represent market conditions. As works were 
incomplete at the valuation date, reliance on projected costs would not have provided 
an appropriate market-based benchmark. The valuation therefore applied recognised 
market methodologies consistent with professional standards.  
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On the concluding remarks 
 
A40. Forward Architects do not share the conclusions drawn in the review. The valuation was 

undertaken in accordance with the defined brief and did not adopt a piecemeal 
approach capable of direct comparison with other reports prepared for different 
purposes. Comparisons based on extracted figures, without alignment of scope, 
assumptions and extent, may lead to misleading outcomes. The valuation methodology 
and rationale were clearly explained in the report. 
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On Annex 2.2 

 
A42. Forward Architects confirm that online advertised prices constitute a recognised and 

widely accepted source of market evidence in contemporary valuation practice. Such 
data are routinely relied upon in professional valuation assignments and institutional 
indices, including those compiled by financial authorities. 
 

A43. However, the reliability of such evidence depends fundamentally on the selection of 
truly comparable properties. In this instance, the properties referenced in Annex 2.2 do 
not appear to share materially similar characteristics in terms of precise location, aspect, 
frontage, view quality, and integration within a large-scale seafront development. In 
high-variance localities such as Sliema, property values can differ significantly within 
short distances depending on orientation, exposure, street hierarchy, and development 
context. 
 

A44. Forward Architects therefore maintain that comparable evidence must be carefully 
filtered to ensure alignment in terms of view (including Valletta-facing orientation), 
seafront exposure, planning parameters and development integration. Reliance on 
properties with materially different attributes may lead to distorted rate conclusions 
and does not provide a reliable benchmark for assessing the subject property. 
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On the conclusion 

 
A46. Forward Architects confirm that no formal request for supporting data was made and 

subsequently refused. All queries received were addressed in good faith. Clarifications 
regarding the treatment of sales tax and resulting figures were communicated to the 
NAO. The interpretation reflected in the review does not fully reflect the context in 
which those clarifications were provided.  



24 
 

Conclusion 
 

A47. Forward Architects reiterate that variance between valuations is inherent in 
professional practice, particularly where differences arise in valuation date, scope, 
assumptions and methodology. Academic literature and judicial commentary recognise 
that professional judgement may reasonably produce divergent figures without 
implying error. The valuation was prepared in accordance with recognised professional 
standards and within the scope defined by the engagement. 


