BORGO LIFESTYLE FINANCE P.L.C.

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2020

Cash Flows from Operating Activities
Profit/{ Loss) for the Year/Period

Addiustments for:

Incorporation Expenses

Amortisation of Bond Costs

Depreciation

Net Assets taken over on Acquisition of Sub.
Intangible Assets on Consolidation
Muovement on Exchange Conversion Reserve
Tax Expense

Changes in

Inveniories

Trade and Other Receivables

Accrued Interest Receivable

Accrued Interest Payable

Trade and Other Payables

Movement on Related Company Account
Movement on Parent Company Account

Cash Lost from Operations

Cash Flows from Investing Activities
Payment of [ncorporation Expenses
Payment for Investmend in Subsidiary
Loan Advanced to Retated Company
Loan Advanced to Subsidiary Company

Net Cash used i Investing Activities

Cash Flows from Financing Activities
Proceeds from [ssue of Shares

Proceeds from Issue of Bonds

Bond Lxpenses

Movement on Bank Borrowings

Movement on Subsidiary Company Account
Movement on Parent Comapany Account

Net Cash from Financing Activities

Net Movement in Cash and Cash
Equivalents

Group Company
242 2019 28620 20149
Furg Euro Euro Eure
(560,631) 287.858 {53.751) (72.306)
- 4477 - 4477
11,601 4,068 11,601 9,665
275,000 275,000 - -
- 2.037.867 - .
- (144,350) - -
10,074 3,760 - -
13,720 - 13,720 -
(250,236) (1,601,454) {28.430) (58.161)
598 (18,731 - .
48,055 (283,817 4,080 (6,625)
(38,229) - {39,2¢0) (222,217
- - - 223973
249,440 840,369 5,564 32,637
(68.962) #4809 - -
(105.423) (1,21 3.449) - .
(164,457) (2,192.27% {57,986) (30.393)
- (4.477) - (4.477)
- - - (170,000}
- {2.820,0000 - (2,820,000}
- - - £2,000,000)
- {2,.824.477) - {4,994 477N
- 171,200 - 171,200
- 5,000,004} - 5,000,000
- (116,010) - {116.010)
150,000 - - -
- - 34,164 7.832
23,623 (38087 23,023 (38.087)
173,623 5.017,103 57,787 5024935
9,166 353 (199) 65
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2020
Note

Euro
Net Movement in Cash and Cash
Equivalents 9,166
Cash aud Cash Eguivalents at Beginning
of Year/Period 353
Cash and Cash Equivalents at End
of Year/Period £7
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Company
2028 2019
Furo Furo
(199 65
65 -
(134

The comparative figares cover the period from 11 Seplember 2018 to 31 December 2016,

The notes un pages 24 10 47 form an integral part of these finangial statements,
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FOR THE YEAR ENDED 31 DECEMBER 2020

1,

2.1

2.2

23

2.4

Reporting Entity

Borgo Lifestyle Finance P.L.C. (“the Company™) is a public limited company domiciled and incorporated in
Malta. The consolidated financial statements comprise the results and financial position of the pareat company
namely, Borgo Lifestyle Finance P.L.C. and its subsidiary and sub-subsidiary (together referred to as “the
Group™), details of which are included under Note 11. The Group is primarily involved in offering luxury
yacht chartering services.

The Company’s registered office is at Vaults 14, Level 2, Valletta Waterfront, Floriana, Maklta.

The comparative figures in these financial statements cover the period from 11 September 2018, this being the
date of incorporation of the Company, to 31 Deceraber 2019.

Basis of Preparation
Statement of Complianee

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the EU {“the applicable frameworl), which standatds were issued by the
International Accounting Standards Board (TASB). All references in these (inancial statements to TAS, IFRS or
SIC/AFRIC interpretations refer to those adopted by the EU, They have also been drawn up tn accordance with
the provisions of the Companies Act, 1995 (Chapter 386, Laws of Malta), to the extent that such provisions do
not conflict with the applicable framework.

Basis of Measurement

The financial statements have been prepared on the historical cost basis, except for Vessels, which are stated at
fair value,

Going Concern Basis

1AS 1 states that financial statements are required lo give a brue and fair view and are to be prepared on a going
concern basis, unless it 15 inappropriate to presume that the Group will continte ia business for the foreseeable
future. Under this basis, it is assumed {hat the Group has neither the intention nor the necessity of liquidation
or of curtailing materially the scale of its operations.

At the reporting date, the Company and the Group had positive net equity of € 45,143 and € 6,359,802
respectively and the Company had negative working capital of € 39,598 whilst the Grougp had positive working
capital € 367,819. The Company registered a loss of € 53,751 for the year and the Group also registered a loss
of € 560,631, At the reporting date, the Company hud accumulated losses of € 126,057 whilst the Group had
retained earnings of € 197,515.

The COVID-19 pandemic has wroaked havoe in the sectors in which the Group operates and as expected, the
Group has been negatively affected. Tn recent weeks, the subsidiary company has seen a renewed interest by
new clients to undertake charters during 2021 however, it is still very early to make any solid precictions, and
therefore, the Group does not exclude a possible reduction in profits forecast for the year 2021. However, the
long=terin assessment is that the Company’s and Group’s assets will be preserved.

Based on the foregoing, the directors are of the view that it continues to remain appropriate to adopt the going
concern assumption underlying the basis of preparation of the financial statements.

Functional and Preseutation Currency

These {inancial statements are presented in Euro (€), which is the Company’s functional currency,
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2.6
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Basis of Preparation (Conrd.)
Basis of Consolidation

The consolidated stateient of comprehensive inceme and statement of financin) pesition include the finrancial
statements of the parent company and its operating subsidiaries made up to the ond of the financial vear. The
rosulls of subsidiaries acquired or disposed of during the year are included in the consolidated statement of
comprehensive meome from the date of their acquisition up to the date of their disposal.  Inter-group sales and
profits are climinated fully on consolidation.

Subsidiarics arc those companies contralled by the Company. Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an enterprise 50 as 1o obtain
benefits from its activitics. The fnancial statements of subsidiaries are included in the consolidated financial
statements from the date that contral commences until the date that control ceases,

Intra~group balances and transactions, and any unrealized profits arising from inlra-group transactions. are
climingted in preparing the consolidated financial statements.  Unrealised tosses are climinated in the same
way as unrealized profits, but only to the extent that there is no evidence of impairment.

Use of Estimates and Judgements

The preparation of financial statements int conformity with TFRSs requives management 1o make judgments,
estimates and assumptions that affect the application of accounting policies and the reperted amounis of assets,
labilities, income and gxpenses, Aciual results may difter from these estimates.

Estimates and undeelying assumptions are reviewed on an ongoing basis. Revisions to accounting ostimaias are
recognized in the period in which the estimates are revised and in any future porjods affected.

In the opinion of the directors, the accounting estimates and judgments made in the course of preparing these
financial statements are not difficult 1o reach, subjective or complex 10 a degree which would warrant their
description as significant and critical i tering of the requiréments of 1AS | (rovised).

‘Measurement of Fair Values

A number of the Company and the Group's accounting policies and disclosures require the measurcment of
fair values, for both financial and non-financial assets and liabilities.

When measuring the fair value of an asset or a liability, the Company and the Group uses observable market
data as far as possible. Fair values are categorised into different fevels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows: '

Level 11 quoted (unadjusted} prices in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in level | that arc observable for the asset or liability,
either directly or indirectly,

Level 3: inputs for the asset or hability that are not based on observable market data,

If the inputs used to measure the fair value of an asset or lability fall into different levels of the fair value
hierarchy, then the fair value measwrement is categorised in its entirety in the same level of the fair value
ierarchy as the lowest level input that is significant to the entire measurement,

The Group acccunts for its Vessels at fair value.
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Basis of Preparation (Coned.)
New Standards and Interpretations Not Yet Adopted

A number of new standards and amendments to standards are effective for annual peridds beginning afler
1 Jasuary 2020 and erlier application is permitted, however the company has not carly adopted the new or
amended standards in preparing these financial statements.

Standards and amendments that are effective for the first time in 2020 and could be applicable to the Company
and the Group are:

Amendmens i References to Conceptual Framework in IFRS Standardy

Definition of Material (Amendments to JAS | ond 43 &)

Definition of a Business (Amendmenis fo IFRS 3

Interest Rate Benvhmark Retorm (Amendments to [FRS Y, 148 38 and IFRS 7)
COVID-19 Related Reni Concessions {Amendment to IFRS 16) — Effective T June 20124

* ¥ 5 % @

Other Standards and amendments that are not yet effective and have not been adopted early by the Company
and the Group inchuds:

» Inserest Rate Benclmnack Reform — Phase 2 (Amendments to TFRS 9, IFRS 7, IFRS 4 and IFRS 16) -
Effective T Jamary 2021
Onerous Contracts — Cest of Fulfilling o Contract (Auendiments fo JAS 37)— Effective § January 2022
Anrial Improvements to IFRS Standards 2018~ 2020 - Effective | Junuury 2022
Property, Plant and Equipmeni: Proceeds before Intended Use (dnendments to 148 16) - Ejffective
! Janvary 2022
Reference to the Conceptual Framework (Amendments to IFRS 3) ~ Effective § January 2022
Classifcation of Lighilities as Current or Non-Current (Amencments to [AS 1) - Effective | January
2023

. TFRS 17 Insurance Contraces - Effective 1 January 2123

Significant Accounting Policies

The accounting policies set out below have been applied throughout the period presented in these financial
statements,

Forcign Currency Transactions

Tramsactions in foreign currencies arg translated to the Company's functional currency at exchange rates at the
dates of the transactions. Monctary assets and liabilitics denominated in forcign currencics at the reporting
date are retrapsiated to the functional cutrency at the exchange rate at that date. The foreign currency gain or
joss on monetary items is the difference between amortised cost in the functional currency at the beginning of
the period, adjusied for effective interest and payments during the period. and the amortised cost in foreign
currency ftranslated at the exchange vate at the end of the period.  Foreign currency differences arising on
retranslation are recognised in profit or loss.
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Significant Accounting Policies (Contd)
Group Companies

The results and financial pusition of the foreign operations that have a functional currency different from the
presentation currency arc translated into the presentation currency as Tollows:

»  Assets and liabilities for each balance sheet presented are translated ai the closing rate at the date of that
batance sheat;

*  Income and oxpenses for-each statement of profit or loss and statement of comprehensive income are
transiated at the average exchange rates; and

e All resulting exchange differences are recognised in other comprehensive income,

Goodwill and fair value adjustments arising on the acquisition of a forcign operation are treated as assets and
labilities of the foreign operation and translated at the closing rate.

Revenue

The Company

Dividend and Interest Income

The Company’s revenue comprises dividend mcome from financigl asscts that are measured at fair volue
though profit or loss and at fair value through other comprehiensive income. Dividends are recognised in profit
orloss when the right to receive payrent is established.

Revenue for the Company also comprises loan interest receivable in the ordinary course of business. [neerest
receivable is recoghised in the income statement on the date of the company’s right to receive payment is
established.

The Group

Dividend and Interest Incomye

As further disclosed in the Company’s revenue. the Group's revenue comprises dividend income and interest
income.

Rerdering of Services

The Group's revenue however is derived primarily from the provision of fuxury yacht chartering services.
Revenue for services is recognised in the period in which they are rendered, Revenues for such serviees are
shown net of value added tax.

Direct Finance Costs

Finance costs represent interest payable by the Company on the bond in issue as set out in the notes {o these
financial statements, Finance costs are recognised as an expense in profit and loss in the period in which they
are inctirred.

Bond Issue Costs

Bond issue costs represent [ees and other costs ineurred in connection with the issuance of the bonds by the
company (0 tnvestors, The cost of issuing bonds s recorded in a contra Hability accoun and off-ser from the
nenminal value ol the bond in order to systematically wove the bond issue costs from the balande sheet to the
income statement over the term of the bond. As a result, the company matches the cost of the bond w0
accounting petiods that are benelitting from the bond being issucd. The cost of the bond is amoriised over the
duration of the bond, being 10 years.
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Significant Accounting Pelicies (Contd.)
Investments in Subsidiaries

A subsidiary is an entity which is controlled by the Company. Conirol is the power to govern the financial and
operating policies of an entity so as to cbtain benefits from its activities.

An investment in a subsidiary is initially measured at cost. After initial recognition, an investment in
subsidiarics may be carried cither under the cost method, that 15 at cast less any impairment losses or under the
equity method. The company is measuring the investmoent in subsidiary company using the equity method.

Loans advanced by the Company to its subsidiaries for which settlement is neither planned nor likely to oceur
in the forcsceable future, arc treated as an extension fo the Company’s net investmeni in those subsidiaries and
included as part of the carrying amount of investments in subsidiarics.

Vessels

Vessels are measarcd at cost or valuation less accumulated depreciation and any accumulated impairment
tosses. Cost includes expenditure that is direcily attributable to the acguigition of the assct.

Deprecation is recognised in profit and loss account on a straighi-line basis over the estimated useful life of the
sea vessel, Depreciation s provided on vessels and equipment so as to write of their carrying value over their
expected useful economic lives. Depreciation is provided at the following annual rates after taking inlo
consideration that the company’s sea vessel will have an estimated residual vatue of € 2,400,000 ot the end of
24 years:

Sailing Yacht - 4.17%
Impairment of Assets

An impairment loss is recognised Tor the amounit by which the asset’s carrying exceeds its recoverable amount,
The recoverable amount s the higher of an asset’s Tair value less costs of disposal and value in use. For the
purpose of assessing impairnment. assets grouped at the fowest evels for which there are separately identifiable
cash inflows which are largely independent of the cash inflows from other assets or group of assets (cash
generating units). Non-financial assets other than goodwill that suffered an #mpairment are reviewed for
possible roversal of the impatrment at the end of cach reporting period.

Loans Receivable

Pebt instruments representing financial assets where the contractual cash flows are solely principal and interest
and the objective of the company’s business model is achieved hoth by collecting comtractual cash flows and
whare these give rise to cash flows that are solely payments of principal and interest on the principal amouats

outstanding are measured at amortised cost using the effective interest method, less any impairment Josses,

Ou derecognition, impatrment or disposal of debt instruments, any gains or losses are recognised within. the
profit or foss.
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Significant Accounting Policies (Contd,)
Inveataries

Tuventories are measured at the Jower of cost and net realisable value, The cost of inventory is ascertained on
the fivst in first owt basis,

Cost comprises all costs of purchases, costs of conversion and other costs in bringing the inventories to their
present location and condition,

Net realisable value is the estimated seiling price in the ordinary course of business, less the estimated selling
EXpenses.

Receivables

Receivables are recognised initially at the amount of consideration that is unconditional, unless they contain
significant. financing components when they are recognised at fair value. They are subsequently measured at
amortised cost using the effective interest method. less expected eradit loss allowances.

Trade receivabies are written off or provided for where there is ne reasonable expectation of recovery.
Indictors that there is no reasonable expectation of recovery include, amongst others, the failure by the debror
to abide by the credit terms or failure 10 engage in a repayment programme with the company for the
seitlement of amounts due.

Impairment on trade receivables are presented as net expected credis Josses within operating profit. Subsequent
recoveries of amiounts proviously written off or provided for are credited against the same line item.

Cash and Cash Equivalents
Cash and cash equivalents comprise cash on hand, deposits at call with financial institutions, other short-term

liquid investments with original maturitics of three months or Jess that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value. and bank overdrafts. Bank

-overdrails are shown within borrowings in current Tiabilities in the balance sheet.

Fmpairment of Financial Assets

The Company recognises loss altowances for Expected Credit Losses (ECLs) on financial assets at amortised
cast, namely trade and other receivables, shart-term investments and cash at bank,

The Company measures loss aliowances at an amount equal to lifetime ECLs, except for the following, which
are measured ar 12-month ECLs:

* debt secunities that are deternmined to have fow eredit risk al the reporting date; and
. other debt securities and bank balances for which credit plan (i.e. the risk of default occurring over the
expected 1ife of the financial instrument) has not increased significantly since initial recognition.

The Company measures loss allowances for trade receivables without a significant financing component and
contract assets at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonuble and supportable information that is
relovant and availabke without undug cost or effort. This includes bath quantitative and qualitative information
and analysis, based on the Company’s historical experience and informed credit assessment and including
forward-looking information.

The Company assumes thal the credit risk on a finaneial asset has increased significantly if it is more than 30
days past due.
29
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Sipaificant Accounting Policies (Conid.)
Impairment of Financial Assets (Cornrd.)

The Company considers a financial asset to be in default when

. the borrower is unlikely to pay its credit obligations to the Company in full, without recousse by the
Company 1o actions such as realising security {if any is held); or
* the financial asset is more than 90 days past due,

Lifetime ECLs are the BCLs that resubt from all possible default events over the expected life of a {inancial
instrument,

{2-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months
after the reporting date (or a shorter periad if the expecied e of the instrument is less than 12 months).

The maximum peried considersd when estimating ECLs is the maximam contractual period over which the
Company is exposed 1o credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of'all
cash shortfalls (fe. the difference between the cash Pows due to the entity in accordance with the contract and
the cash flows that the Company expects to receive).

ECLs are discounted al the offective interest rate ol the financial asset. In the case of interest-free short-term
financial assels, such as trade receivablos, ECLs are not discounted.

Credie-impaired financial assers

At each reporting date, the Company assesses whether financial assets carvied at amortised cost are eredit-
tmpaired. A financial asset is “eredit-impaired’ when one or more cvents that have a detrimental impact on the
estimated future cash flows of the firancial asset have occurred.

Evidence that a financial assct is credit-impaired includes the following observable data:

. significant financial difficulty of the borrower or issuer;

] a breach of contract such as a default or being more than 90 days past due:

. the restructuring of a loan or advance by the Company on terms thai the Company would not consider
otherwise:

. it is probable that the borrower will enter bankruptey oy other financial reosganisation: or

) the disappearance of an active market for a security because of financial difficulties.

Presentativn af allowance for ECL in the statement of financial position

Loss allowances for [fnancial assets measured at amortised cost are deducted from the gross carrying amount
of the assets. Tmpairment losses related o trade and other receivables, including contract assets, are presented
separately in the statement of comprchensive income.

Write-off

The gross carrying amount of a financial asset is written off when thie Company has no reasonable expectations
of recovering a financial asset in it colirety or a portion thereof, The Company individualiy makes an
assessment with respect (o the timmg and amount of write-off on its financial asscls based on whether there is a
reagonable pxpectalion of recovery and with reference to its historical experience of recoveries.

The Company expects no significant recovery from the amount written off. However, financial assets that are
written off could still be subject to enforcement activities in order (o comply with the Company’s procedures
For recovery of amounis due.
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Significant Accounting Policies (Conrd)
Borrowings

Borrowing costs arc initially recognised at fair value, net of {ransaction costs incorred.  Borrowings are
subsequently stated at amortised cost.  Any difference between the proceed (net of transaction costs) and the
redemption value §s recogniscd as profit and loss in the statement of comprehensive income over the period of
borrowings using the effective interesi rate method. Borrowings are classified as current Habilities unless has
an unconditional right to defoer setitoment of the liability Tor at least one year after the reporting date.

Trade and Other Payvables

Trade and ofher payables comprise obligations to pay for goods and sorvices that have been acquired in the
ordinary course of bugingss trom suppliers. Accounts payable are classified as current liabilitics, i payment is
due within one year or less. If not, they are presented as non-current liabilities. The carrying amount of trade
and other payables are considered to bethe same as their fair values due to their shori-term nature,

Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated refiably, and it is probably that an outflow of economic benetit will be required
to settle the chligation.

Share Capital
Ordinary shares ave classified as equity.
Earnings per Share

The company presents basic camings per share (EPS) data for ordinary shares. Basic EPS is caleulated by
dividing the profit or loss atiributable to the ordinary sharchelders of the company by the weighted average
number of ordinary shares ousstanding at year cod.

Opcrating Leases

Leases in which a significant portion of the risks and rewards of ownerghip are retained by the lessors are
classified as operating leases. Payments made under operating leases ave recognised in the profit and loss on a
straight line bagis over the term of the lease,

Employee Benefits

Pension Cortributions

The Company conributes towards the state pension in accordance with legislation requirements, The only
obligation of the Company is to make the required contributions, Costs are expensed in the period in which
they are incurred.

Finance Costs

Finance cost comprises interest expense. Interest expense is recognised as it accrues in profit or Yoss, using the
cffecitve interest methed.

cither finance income or finance cost depending on whether foreign currency movements are in a net g or
net loss position.
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Significant Accounting Policies (Contd.)
Tax

Tax expense camprises current and deferved tax. Current tax and deferred tax ave recognised in profit or loss
except to the extent that {t relates to items recognised directly in equity or in other comprehensive income,

Current tax is the expected tax payable on the taxable income or loss tor the period, using tax rates enacted or
substantively enacted at the reporting date.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assots and
liabilities for financial reporting purposcs and the amounts used for taxation purposes. Deferred tax is not
recognised for:

(a)  temporary differences on the initial recognition of asseis or liabilitics in a transaction that is not a
business combinstion and fhat afteets neither aceounting nor taxable profit or loss; and

(M temporary differences relating to invesiments in subsidiaries, associates and jointly controiled entities to
the extent that it is probable that they will not reverse in the foresceable future,

Deferred tax is measured at the tax rates that are expected 1o be applied to temporary differences when they
reverse, using tax rates enacted or substantively enacted at the reporting date.

Deferred tax assets and liabilities are offset i there is a legally enforceable right to offset current tax labilities
and assets, and they relate to taxes levied by the same 1ax anthority on the same taxable entity, or on different
tax entities, but they mtend to scttle current tax liabilitics and assets on a uet basis or their @x assels and
Habilities will be realised simultancousty.

Revenue
Group Cempany
2020 2019 2028 2019
Eurg Euro Eure Euro
Loan Interest Receivable 169,200 130971 289,260 22217
Yacht Charter Income 415,000 1,262,100 - -
784,200 1,393,071 189,200 223247
Direct and Operational Qverheads
Group Company
2020 2019 2620 2019
Euro Euro Euro Buro
Bond Interest Payable 250,008 223973 250,800 223973
Yacht Operation Costs 925,440 970,744 . -
1,175,440

Fgd v

250,000

T .

223973
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6. Other Operating Income

Cirateities

Insurance Claims

Other Income

Watver of Creditor Balnoes

7. Operating Profit/(Loss)

The results from operating activities are stated after charging the following:

Amortisation of Bond Cosis
Anditrs’ Remuneration
Depreciation

Direetor’™s Remuneration

7.1 Emploayee Teformation

Group Company
2020 2019 2028 2019
Euro Luro Foro e
1346 §8.497 - -
15,454 - - -
1,097 a9 - -
- 290,250 - -
17897 09,660 - -
Group Company
2020 2019 2020 2019
Eutro Euro Euro Eurg
11,604 9.068 11,661 9,668
12,600 12,004 6,000 6,000
275,000 275000 - -
10,600 10,000 10,000 10.000

The average weekly number of persons employed by the Company and the Group during the year was nil and 8

respectively (2019: nil and 8 respectively). Staff costs for the year were as follows:

Crew Wages and Social Costs

All persons were employed as crew members ou the subsidiary company yacht,

8. Finance Costs

tnterest Payable on Bank Loan
Other Interest
Realised Exchange Losses

Finance Costs

Group Company
2020 2019 2020 2804
Euro Eure Euro Euro
120,031 204,271 -
Group Company
2020 219 2020 2019
| DEVEN Butro Eurg Lo
(1,734) - - -
(149 - - -
- (1,70%) - -
(1,883 (L.70%) - .
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Tax Expensc

Group
2028 2019
Euro Furp
Current Taxation 13,720 -
Total Tax Charge ‘ 13,720 -

Company
2620 2019
Fure Faro
13,720 -
13,710 -

Deferred Taxation

No acgouni for deferred taxation is being accounted for the Company and the Group on the basis that the
Company does not have any temporary differences and tux losses carricd forward, whilst the subsidiary
company profits/losses are not subject to tax since the subsidiary company’s vessel s registered under the
Merchant Shipping (Shipping Organisations ~ Private Companies} Regulations, 2004 enacted in Malta, which
states that income [rom shipping operations is exempt from taxation. Accordingly. the subsidiary company did

ot have any current tax charge for the year.

Earnings/(Loss) per Share

Earnings/(Loss) per share is based on the profit/{loss) attributable to the shareholders of Borgo Lifestyle

Finance P.L.C. divided by the number of shares in tssue at the year-end,

lavestment in Subsidiaries

Group
2020 2019
Eure Euro

quity Investments
Investment in Subsidiary Company at Cost - -

Total bavestment in Subsidiary - .

Company
2020 2019
Euro Euro
170,000 170,000
170,000 £70,000

The following inforimation relates to that subsidiary which, in the opinion of the Directors. principally affected

the results or assets of the Company and the Group,

Subsidiary Company Incorp. in % Huolding % Holding
2020 2019
Big Blue Cruising Limited Malia 100% L0O%%

in turn, Big Blue Cruising Limited bolds one subsidiacy as follows:

Subsidiary Company Incoryp. in Yo Holding % Holding
2020 2019
Big Bhue Yachting Yaseilik AS Turkey 1G60% 100%

e j—

Nature.of Business

Luxury Yacht Chartering

Nature of Business

Yacht Building ~ In Liguidation
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1L Investment in Subsidiaries (Conrd.)
11.2 Subsidiaries Financial Information

The following tables shows the financial information relating to the subsidiary and sub-sutbsidiary vompanics
which have been consolidated within the Group.

Big Blue Cruising Limited

Audited
2020 2019
Euro Euro
Profit4 Loss for the Year (484,252} 378,639
Share Cupital 10,001 10,601
Reserves 5,984,774 6,163,323
Retatned Earnings 395,889 701,392 .
Totd Equity 6,390,664 6874916
Big Blue Yachiing Vatcilik AS
Unuudited
2020 2009
Euro Furo
Loss for the Year (22,628} {34,144
Share Capital 15,659 15,650
Reserves 6,314 (3.760)
Accumuiated Losses (72.318) {49.690)
Total Bquity Deficiency {50,354) {37,800)

12, ntaagible Assets
This balance represents the positive/{negative) goodwill arising from the consotidarion of investments.
13, Vessels and Other Equipment
Group
Al At
01.61.20 Agiditions 31.12.20
Euro Earo Euro
Valuation:
S/Y Satori 9,000.000 - 9.400,000-
Al Charge At
$01.28 For Year M.12.20
Euro Ewro Euro
Depreciation:
S/Y Satori GR7.300 275,000 962,504
Net Buok Amount £.312.500

8,037,500
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13.

13

13.2

13,3

4.

14.1

14.2

14.3

Vessels and Other Equipment (Contd.)

The vessel iy stated at fair value after it was revalued at € 9 million in 2017 by an external independent
qualified valuer. This vatue was furiher confirmed during 2018, when the vessel was insured with AIG Europe
Limited for the same amount.

The Company did not own any property, plant and equipment at year end,

The Company and the Groep did not have any capital commitnients at year end,

Loans Receivahle at Amortised Cost

Group Company
2020 2089 2020 2019
Euro Euro Euro Buro
Non~-Current:
Related Company Loan 2,820,000 2820000 2,820.000 282G.000
Subsidiary Company Loan - - 2,000,060 2,000,000
Total Loans Receivahlkes 2,820,000

2,820,000 4,820,000 4,820.000

The loans due from the subsidiary and related companies are unseeured, bear interest at 6% per annum and are
receivable after 18 February 2025,

The subsidiary company is acting as a Guarantor for the repayment of the Bond Issue and interest thereon.
Hence, should the Company fzil to honour its commitment towards the bondholders, the subsidiary company
would stith exhaust its lability wewards the Company on settlement of the liabilitics due to the bondholders.

At 31 December 2020, the related company and subsidiary company had the necessary resources and support
10 settle the loans should these fall due at the balance sheet date. The directors have therefore assessed that the
Probability of Default and Loss Given Default are non-existent,

Inventorics
Group Conpany
2020 2019 2020 2019
Earp Euro Euro Euiro

Creneral Yacht Supplies 17833

187731 ~ -
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14,

16.1

16.2

16.3

17.

Trade and Other Receivables

Grougp Campany

2020 . 2019 2020 2019

Fure Euro Furp Fure
Trade Receivables from Related Company 142,138 £05.000 - -
Trade Receivables from Parent Company 1,443,233 348,653 - -
Accrued Loan Interest Receivable 169,200 130,971 2651417 222217
Other Receivables 250 309 - -
Prepayments _ 92,988 131.465 2,545 6,625
Other Taxes 37524 46943 - -
Amounts due From Parend Company 14.4604 38.087 14,404 IR087

1.859.817 1,801,528 278,426

The Group's exposure to credit risk related to trade receivables from the related and parent companics is
disclosed in Note 233, No provision for Expected Credit Losses was considered necessary on the above
balances due. as these companies are financially solid. The directors have therefore assessed that the
Probubility of Defaull and Lass Given Default are non-cxistent.

The accrued interest on the loans receivable due from the subsidiary and related companics are due for
payment on the anniversary of when the loans were advanced to the companies in terms with the conditions
listed in the Company’s Prospectus. ‘

The balance duc from the parent company is unsecured, interest free and repayable on demand. No provision

for Expected Credit Losses was considered necessary on the said balance as the parcnt eonpany is financially
solid.

Cash and Cash Eguivaients

Giroup Company
2620 2019 2020 2019
Exrn Euiro Eure Fura
Cash Balances 4,385 338 - -
Bunk Balances 5,268 129 - 63
9,653 487 - 63
Bank Overdrawn Balances (134) {134) (134} -

.............................................

Cash and Cash Eqeivalents
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18,

18.1

18:2

18.2.1

18.2.2

18.2.3

19.

Capitaf and Reserves

Share Capital
Group Company
2020 2019 2020 2014
Eure Euro Eure Furo
Authorised

175,000 Ovdiiary Shores of € | each

175,600 175,000

PR

Issoed and Fully Paid Up
178200 Ordingry Shares of' € | each 171,200 171.200 171,208 171,200

The holders of Ordinary shaves are entitled to receive dividends as declared from time to time and are entitfed

to otie voié per share at meetings of the Company.

Reserves

Other Reserve

A raserve of € 2,317,498 was created on the waiver of a related party loan balance that was affected as part of
the agreement of the transfer of ownership of the subsidiary company during 2016, This reserve forms part of
the distributable reserves of the company.

Yucht Revalnation Reserve

A reserve of € 3,667,275 represents the mavement berween the cost of the §/Y Satori and its fair value as
gstablished by an external independent qualified valuer and further confirmed through AIG Europe Limited,
the yacht's insurers. This reserve is stated net of the relative depreciation on the revalued amount. This reserve
is non-distributable.

Exchange Conversion Reserve
A translation reserve amounting to € 6,313 represents the movement on the conversion of the sub-subsidiary’s
financial statements to Bure. The sub-subsidiary™s functional currency is the Turkish Lira,

Borrowings
Group Company

2020 2019 2026 2019

Euro Luro Euro Euro
Non-Current:
3% Bonds 2026-2029 5,000,000 5.000.000 5,000,440 5,000,000
Bond Costs 116,410 116,01¢ 116,610 116010
Amoriisation of Bond Costs {21,26%) {9,668} (21.269) (9,668)
Net Bond Costs 94,741 106.042 94,741 106,042
Total Borvowings 4905259 4,593,958 4,905,259 4.493,958
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19. Borrowings (Contd.)

19.1 By virtue of an offering memorandum dated 25 January 2019, the company issued a Secured Callable Bond
with a neminal value of € 5,060,000 matering between 2026 and 2029. Refated bond issue costs amounting to
€ 116,010 are being amortised over the term of the bond,

19.2  The bond is guaranteed by the subsidiary company, Big Blue Cruising Limited. The bonds were admiticd on
the Malta Stock Exchange effective from 12 February 2019 and commenced rading on the 13 February 2009
The quoted price of the bonds as at 31 December 2020 was £ 95.

20,  Bark Borrowings
Troup Company

2020 2019 2420 2019

Furo Bureo Furo uro
Now-Current:
Bank Loan 104,608 - - -
Current:
Bank Loan 45,392 - - -
Fotal Bank Borrowings 156,000 - ~ -

20,1 The baok loan is sceured by personal guacantees of the ultimate benelicial owners, bears interest at the rate of
2.5% per annum and i repayvable by monthly instaliments of € 3,783 over four yvears, with a morioriwin on
loan repayments for the first 6 months,

21, Trade and Other Payables

Group Company

2020 2449 2010 2619

Euro Eure Eurn Eiro
Trade Payables 182,356 49,153 11,154 3,903
Other Payables 279,353 172,645 - -
Deferred ncome 406,000 572851 - -
Other Taxes 115334 . - -
Other Foreign Taxes 18.249 9060 - -
Aucrued Bond Inferest Due 223973 223973 123973 223,973
Averued Expenses 183.335 45448 27,047 26732
Amounts due to Related Company 13,005 H4R00 - -
Amounts due to Subsidiary Company - - 41,996 T.832
Amounts due to Parent Company 124,361 135,204 - -
Arnounts due to Director 272 172 - -

1,460,238 1,293,443 304,178 264,441

2.1 The amounts due to the refated, subsidiary and parent companies are unsecured, interest free and vepayable on
demand. -

212 The carrying valug of trade and other payables classified as financial liabilities measured at amortised cost
approximates fair value.

39



BORGO LIFESTYLE FINANCE P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

22

Fair Value Hicrarchy

The following table shows financial instruments recognised s fair value for the year ended 31 December 2020

and 2019, analysced between those whose fair value is based on:

Level 11 quoted (unadjusted) prices in active markets for identical assets or liahilities,

Level 2:  other techniques for which all inputs which have a significant effect on the recorded fair value are

observable, cither dircetly or indirectly.

Level 31 techniques which use imputs which have a significant cffect on the recorded fair value that are not

based upon observable market data.

The following table presents the Group's assets and fisbilities that are not measured at fair value but for which the

Fair value is disclosed,

The Group

‘Total Level 1 Level 2 Level 3
Eure Eurg Furo Fury
3 Pecember 2020
Financial Assots
[.oans Recaivable at Amortised Cost 2.820.000 - - 2,820,000
Trade and Other Reveivables 1,859,817 - - 1.859,817
Cash and Cash Equivatents 9,633 - - 9,653
4,689,470 - - 4689470
Financial Liabilitics
Borrowings 4,905,259 - - 4,905,259
Trade and Other Pavables 1,460,238 . “ 1.460,238
Bank Borrowings 150,000 - - 150,000
Overdrawn Bank Balance 134 - - 134
Tax Liability 13,720 - - 13,724
6529351 - - 6,529,351
31 December 20109
Financial Assets
Loans Receivable at Amonised Cost 2.82¢.000 - - 2,820,000
Trade and Other Receivables 1.801,528 - - 1,801,528
Cash and Cash Bquivalents 487 . - 487
4,622,015 - - 4,622015
Financial Liabilities
Borrowings 4,893,658 - “ 4 893 658
Trade amd Other Pavables 1,293,445 - 1,293 445
Overdrawn Bank Balance 134 - - 134
0187237 - - 6,187.237

During the repotting period ended 31 December 2020, there was no transfer botweer Level | and Level 2 fair

value measurement.
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22, Fair Value Hicrarchy (Conrd. )

The following table presemts the Company’s assets and liabilities that are not measured at fair vake but for which
the fisir value is disciosed.

The Company
Total Lovet 1 Level 2 Level 3
Eure Furo Euro Eare
31 December 2020
Financial Assets
fnvestments in Subsidiary 170,000 - B 170,000
Subsidiary Company Loan 2,900,000 - - 2,000,000
Retaled Company Loan 2.820,000 - - 2,820,000
Other Receivables 278,426 - - 278,426
5,268,416 - - 5,268,426
Financiat Liabilities
Borrowings 4,905,254 - - 4,905,259
Trade and Other Payables 304,170 - - 304,170
Bank Overdrawn Balance 134 - -
Tax Payable 13,720 - -

5,223.283 - -

31 December 2019
Financial Assets

Investmeats in Subsidiary 176,000 - - 170.000
Subsidiary Company Loan 2,000,000 - - 2.000.000
Reinted Company Loan 2820000 . - 2.820.000
{her Receivables 206,929 - - 2664929
Cash and Cash Equivalents 65 . - 68

5.250,99 - -

Financial Liabilities

Borrowings 4,893,658 - - 4,893,658
Trade and Other Payables 264,442 - - 264,442

5,158,100 - - 5158100

Duaring the reporting period ended 31 Deceraber 2020, there was no transfer between Lovel 1 and Level 2 fair
value measurement,
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232

23.3

2334

23.3.2

Financial Risk Managemcnt
Overview

The Company and the Group activitics potentially expose it o a variety of financial risks, including fair value
or cash flow interest rate risk, credit risk, Hquidity risks and market rigks:

This note presents information about the Company and the Group's exposure to cach of the above risks, the
Company and the Group’s objectives, policies and processes for measuring and managing risk, and the
Company's management of capital,

Risk Manag_ement Framework

The Board has overall responsibility for the cstablishment and oversight of the Group’s and Company’s risk
manzgement objectives and policics.

The Group’s and the Company’s risk management policies are established to identity and analyse the risks
faced by the Group and the Company, i set appropriate risk limits and controls, and to monitor risks and
adberence o limits. Risk management policics and systems arc reviewed regularly to reflect changes in market
conditions and the Company’s activitics. The overall objective of the Board is to set policics that ssek o
reduce risk as far as possible without unduly affecting the Group's and Company’s competitivenoss and
flexibility. Further details of these policies are set out below:

Credit Risk

Credit risk is the risk of financial loss to the Company and the Group if a customer or counterpariy (o a
financial instrument fails to meet its contractua! obligations and arises principally from the Company s and the
Group's loans receivable. investments and trade and other receivables. The Company and the Group have
implemented credit reviews of new and existing customers before entering into contracts. Credit risk also
arises from cash and cash equivalents and deposits with banks and financial institutions. The Company and the
(Group’s poliey is to place cash with financial institlutions of g high credit rating.

The Company’s loans receivable consists of advances to the subsiciary and reiated companies, namely Big
Blue Cruising Limited and Relais Borgo San Pietro stl. respectively, which advances have been affected out of
the Company's bond issue proceeds. The Company monitors intra-group credit exposures on a regular hasis
and ensures timely performances of these assets in the context of the overall group liquidity management. The
repayment of the Company’s bonds and inferest thereon are guaranteed by the subsidiary company. The
Guarantor in relation to the bond issue is Big Blue Cruising Limited. The Company assesses the credit quality
of the Guarantor taking inlo consideration the financial pesition, financial performance and other factors.

The Company takes cognisance of the related party relationghip and the directors de not expect any lossey from
non-performance.

The Company's trade and ather receivables mainly include interest receivable from the Company’s subsidiary
and refated companies in respect of the advances referred to previously, The Group's trade and other
receivables mainly include & balance receivable from u related company and also from the Parent company
which has assets and funds to cover such amounts receivable.
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23.

233

234

Financial Risk Management (Conrd,)
Credit Risk (Contd.)
Expoyure to Credit Rivk

The carrying amount of financial assets represents the maximum eredit exposure, The maximum prosmc to
credit risk at the end of the reporting poriod was as follows:

Group Company
2020 2019 2020 2019
Eura Euvo Euro Furo
Lonns Receivable at Amortised Cost 2.820,000 2.R20.000 4,820,800 4,820,000
Trade and Other Receivables 1,859.817 1RO 528 118,420 266,929
Cosh and Cash Uguivalenty 9,653 487 - 65
4.689, 470 4 622,{} 13 5,098,426 5,086,994

Liquidity Risk

Liquidity risk is the risk that the Group and the Company wilt encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by ddwcnng cash or another financial asset, The
Company and the Group’s approach to managing liquidily is 1o ensure, as far as possible, that it will always
have sufficient fiquidily to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage the Company and the Group’s reputation,

The Company is exposed to liquidity risk in relation to meeting the future obligations associated with its
financial liabilities, which comprise principally of the bonds issued to she general public and other payables.
Prudent liquidity risk management includes, maintaining sufficiont cash and liguid assets to enswre the
availability of an adequate amount of funding to meet the Company’s abligations.

The Company’s liguidity risk is managed actively by ensuring that cash inflows arising from expected
maturities of the Company’s advances to the subsidiary and related companies effecied out of the bond issue
proceeds, wogether with the related interest receivable, mateh the cash outflows in respect of the Company's
bond borrowings, covering principal and interest payments, as referred 1o in the table hereunder,

The following table analyses the Company’s liabitities into relevant maturity groupings based on the refmaining
period at the reporting dare to the contractual maturity date. The amounts disclosed in the table below are the
cornitractual undiscounted cash flows. Balances due within 12 months cqual the carrying balances, as the impact
of the discounting is not significant.
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23,

23.4

Financial Risk Management (Comd,)

Liquidity Risk (Contd.}

Exposure to Liguidity Risk

The following are the contractuat maturitios of financial liabilities:

The Group

31 December 2020
Borrowings

Trade and Other Payables
Bank Borrowings
Orverdrawn Bank Balanes
Tax Payable

31 December 2019
Borrowings

Trade aad Other Payables
Overdrawn Bank Batance

The Company

3t December 2820
Borrowings

Trade aznd Other Payables
Overdrawn Bank Balance
Tax Payable’

31 December 2019
Borrowings
Trade and Other Payables

Within Between Between Over

1 Year I-2 Yoars 2-5 Years 5 Years
Euro fzuro Euroe Fure

- - - 4,905,259
1,460,238 - - -
45,392 45,392 59.216 -
134 - - -
13,720 " - _
1,519,484 45,392 59,216 4,905,259
- - - 4.893.9358

1,293 445 - - -
134 - - -
1,293,379 - - 4 893 958
Within Between Between Over

I Year 1-2 Years 2-5 Years 3 Years
Eure Eure Euro Eurn

- - - 4,905,259
304,370 - - -
134 - - .
13.720 - - -
38,024 - - 4,908,259

. - - 4893958
264.442 - . -
264,442 - 4,893,958
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23,

23.5

23.5.1

23.5.2

23.6

Financial Risk Management (Conid.}
tarket Risk

Market risk.is the risk that changes in market prices, such as foreign exchange currenoy financial instruments
will affect the Company and the Group’s income. The objective of market risk management is to manege and
control market risk exposures within aceeptable paramceters, while optimising the return,

The overal! eifect of tluctuations in exchange rates at the reporting date on financial instraments such as trade
delrtors and payables are not considered to be material on the results of the Company and the Group.

Fair Value or Cash Flow Interest Rate Risk

The Company’s transactions mainly consist of caming inlerest income on advances affected, principally from
the bond issue proceeds, and servicing its borrowings. The Company’s significant interest-bearing instruments,
compriging advances to the subsidiary and related company and the bonds issued 1o the general public, are
subjeet to fixed interest rawes. The company has secured the spread between the rewirn on its investment i the
subsidiary and refated companies and its cost of borrowings, Accordingly, the Company 1s not exposed o cash
flow interest rate risk but is potentially exposcd to fair value interest rate risk in view of the nature of the fixed
interest nature of its instruments, which are however measured at amortised cost. The company’s operating
income and cash flows are substantially independent ol changes in marker interest rates and on this basis, the
directors consider the potential impact on the profit or logs of a defined inrerest rate shift that is reasenably
possityle at the end of the reporting period to be insignificant.

Currency Risk

The Company and the Group is exposed to currency risk on monctary amounts denominated in another
currency other than the presentation cutrency of the Company and the Group (Eure), mainly and Turkish Lira,
Since the exposure is not significant, no hedging is performed by the Company and the Group.

Capital Managemeni

The Board’s policy s to maintain a strong capital basc so as r maintain investor, creditor and muarket
confidence and to sustain future development of the business. The Board of Directors monitors the return on
capital as well as the level of dividends to ordinary sharcholders.

The Company’s objectives when managing capital at the company level is to safeguard the respective
company’s ability to continue as a going concern in order to provide returns to the company and benefits other
stakeholders, and to maintn an optimal capital structure 1o reduce cost of capital, In order to maintain or
adjust the capital structure, the company may issue new shares or adjust the amouenl of dividends paid to
shareholdeis.

The capital equity. as disclosed ia the firancial statemients, constitutes its capital, The company maintains is
level of capital by reference to its financial obligations and commitments arising from operational
requirements. Taking cognizance of the natare of the company’s assets. together with collateral held as seourity
backing the company’s principal borrowings, the capital ievel at the end of the reporting period is deemed
adequate by the directors.
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24. Related Parties
24.1 Parent and Ultimate Controlling Party

The Company is a wholly owned subsidiary of Borgoe Lifestyle Group srl. {“the Parent Company™), an lialian
company bearing Reg. No. MI-2082215 and whose registered office is at Via Torino 2, Milane 20123, ltaly.

The vitimate controlling partics are Mr. Claus Thottrup and Mrs, Jeanctte Thotirup.

These consolidated financial statements of the Company and the Group will be filed and available for public
viewing al the Malta Business Regisiry.

24.2 fdentity of Related Parfies
The Company has a related party relationship with its parent, subsidiary and related companies,

24.3  Related Party Transactions and Balances

Group Company
2020 2019 2026 2019
Euro Euro Eure Euro
Related Company:
Loan advanced to - (2,820,000) - (2,820,000
Intercst charged to 169,200 130,971 169,204 130,07}

Funds advanced by/{1o) {68,962) 24,800 “ “

SRV MR RANG 2T RN T R

Subsidiary Company:

foun advanced to - - - (2,000,000}
Interest charged 1a - - 120,000 91,246
Funds advanced y/{to - - 14,164 7832

Parent Companys

Acquigition of investment in Subsidiary from - (170,000) - (170,000
Charter fees charged to 30,080 105,000 - -
Management fees charged by {18,450} {34,500 - -
Funds advanced by/(1o) {105,423) (1.213,448) - -
Funds advanced by/(10) 21 623 {38.087) 23,623 {38,087)

Amounts due to and from related parties are disclosed in Notes 14, 16 and 21 to these financial statements.

The key managesnent of the company are considered to be the directors, The directors’ remuneration has been
disclosed in Note 7 to these financial staterments,

244 Related party trapsactions are entered into ot a commercial basis with entitics which are related by way ot
common sharcholders who are able to excrcise significant influence over the Company’s operations,
Transactions with these companies principaily include advances affected by the Company from the Bond
proceeds referred to in the notes to the financial statemernds.
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26.

27.

28,

29,

Operating Commitments

The Company and the Group did not have any operating icase commitments at year end,

Contingent Liabilities

At year end, the Company and the Group did not kave any contingent liabilitics.

COVID-19

The Coronavirus (COVID-19) pandemic is affecting ceonomic and Tinancial markets worldwide, and virtually
all industries are facing challenges assoctated with the cconomic conditions resuiling from cfforts o address it.

As the pandemic increases in both magnitude and duration, entities are experiencing conditions often
associated with a generad ceenomic downum, This includes, but is net limited to. financial market volatility
and vrosion. deteriorating eredit, liquidity concerns, further inereases in government intervention. increasing
uncinpluyment, broad declines in consemer discretionary spending, increasing inventory levels, reductions in
production because of decreased demand, layofTs and leave of absence, and other restructuring activities, The
continpation of these circumstances could result in an even brouder cconomic downtwrn which could have a
prodonged negative impact on an entity’s financial results,

The company together with the group have been negatively wliected by the pandemic. After year end, the
business operations are improving and the group is booking new chients for chartering services. Furthermaore,
the hotel is operating for most of 2021 with the possibility of extending the peried taking into account the
epiderniologival situation. The activity is improving slowly also due to heavy advestising and the group has
also entered inta a new contract for hospitality services offered on the yacht to clicnts.

The dircctors have assessed the effeet of COVID-19 on the company’s operations and noted that although
these have been adversely affected in the short-term. the lang-1erm assessinent s that the company's assets will
be preserved and consequently the going concern basis applied 1o these financial statements is still applicable.
Subsequent Events

During 2021, the subsidiary company sccured another bank loan amounting 1o € 190,000 in order to assist it
with the 2021 charter season.

Comparative Figures

Comparative figures have been adjusted 1o comply with this year's presentation of balances.
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