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PUBLICATION OF CONSOLIDATED AUDITED ANNUAL FINANCIAL STATEMENTS

The following is a company announcement issued by JD Capital pic (the “Company”), having company
registration number C 82098, issued in terms of the Prospects Rules, the market regulated as a multi-
lateral trading facility operated by the Malta Stock Exchange (“Prospects MTF").

QUOTE

The Board of Directors of the Company announces that it met on 29" April 2021 and considered and
approved the Company’s Annual Report and Consolidated Audited Financial Statements for the financial
period ended 31 December 2020. A copy of the signed Annual Report and Consolidated Audited Financial
Statements is being attached to this announcement and are available for viewing on the Company's
website:

https://www.jsdimech.com/investor-relations/
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DIRECTORS' REPORT

The directors submit their report and the audited financiai statements of JO Capital PLC (“the Company”) and
ihe audiied consoiidaied financial statements of the Company and fts subsidiaries {together, "the Group®) for
the year ended 31 December 2020,

Principal activity

The Company's principal activity is to act as a hoiding company and to provide financing to its subsidlaries.

The Group is engaged in the business of praviding aluminium, stes!, wronght iran, large scale glase formats,
and stalniess-steel works, as wel) as the construction of stesl struciures. The Group also holds an investment
property.

Business review

During the year under review, the Group made a profit before tax of €821,152 (2019: €866,811 ). For the same
period, the Company made a profit before tax of £620,320 (2019: €7,515).

As &t 31 Dacember 2020, the Group's total assets amounted to €33,258,795 {2019; €30,508,648) and net
assets amounted to €6,570,507 (2019: €8,688,445),

As at 31 Decamber 2020, the Company's total assets amounted to €12,641,293 (2019; €1 2,634,035) and net
assets amounted to €7,565,710 {2019; €7,557,1560).

2020 heas brought about significant and unprecedented challenges due to the outbreak of the COVID-18
pandemic. The initial four mantha of the nendemic, starting March 2020, wors difficult a5 the Group was
looking at potential postponements of existing confirmed works in progress by customers as well as a 70%
reduction In request for quotations of new Jobs, when compared to the previous year. During the third quarter,
both works and request for quetations picked up to normal levels.

Throughout the financial year 2020, the management team facused on managing the impact and hazards of
the pandemic. The Group took all necessary mitigating actions to ensure business continuity while also giving
priority to the health and safety of the employees and customers, in lina with directives issued by the national
health authorities. The Group was mainly affected logistically due fo managing a workforce with increasing
unproductive days as a result of sicknesses and quarantines arising from the pandemic,

Even with these significant challenges, the Group reached two important milestonas; (1) revenues in the region
of €15.1 million, and (2) tota! assets stood at just over €36 million.

Despite the Increase in revenue by €3.8 million, and an increase In oparating profit of €56,330, the Group
registered decrease in profit before tax of €45,659 and a net operating cash outflow of €1 million. During the
year under review, the group obtained government backed financing of €2.7 million through Malta
Development Rank schernes, in order to ease iis cashficw difficuliies arising from the pandamic.

The Group hes a clear financlal framework and remains highly disciplined and focused on cash-flow and
continues to increase working capital fo ensure that the Group can continue important Investments in order to
remain competitive and relevant in the short to medium term thus securing the Group's futura.

Management underlook & review of all cost drivers, taking comrective measures whers appropriate. The finance
team exerted exira effort on debtor management and meeting payment commitments, The operational team
reviewed material demards to lessen stock levels and holding periods, as well as focusing on improving
efficiencies on production, assembiy and installation in order to reduce overtime hours,
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DIRECTORS' REPORT - continued

Bugineze ra
The Group has a resilient business that has weathered sevaral economic dowrtums over the yaars,

While the challenges of the pandemic are fikely to remain for some time to coms, the board of directors ig
confident that the Group's disciplined and focused approach, fogether with remalning sensitiveness to industry
trends and being responsive to investmant opportunities, will ensure that the Group will remain at the forefront
of the construction industry.

Racults and dividsnds

The resuits for the period are set out in the statements of comprehensive income on page 18. During the year
ended 31 December 2020, the Company paid dividends amounting to €527,366 or €2.15 per Ordinary share.
The direciors do not recommend the payment of any further dividend.

Financial risk managerment

The Group is exposed to credit, iquldlty, and interest rate risks, These are furiher anafysed in Note 31 in the
financial statements.

Events after the end of the reporting period

After the end of the reporting period, the shareholders resolved to Increase the Company's authorised share
capital from €245,100 divided into two 245,000 Ordinary shares of €1.00 each and 100 Ordinary A shares of
€1.00, to €7,548,700 dwided into 7,543,621 Ordinary shares having a nominal value of €1.00 aach and 3,070
Ordinary A shares of €1.00 each. The additional share capital is intendad to be ussd to settle and capitalise the
outstanding €7,301,600 subordinatad loan of the Company through aliotment of the additional authorised
sharas.

In the first quarier of 2020, the World Health Organisation detlared COVID-19 as 8 pandemic and its Impacts
are angoing. The Directors will continue to monitor and assess the situation on an on-going basis given that it
is rapidly developing and is dependent on measures imposed by the Maftese Government and other countries,
such as quarantine, travel resirictions and any aconomic stimulus that may ba provided.

Golng concern

As at 31 December 2020, the Group's cument labilities exceeded its current assets by €619,386. The
Directors, at the time of approving the financia! stalements, have determined that there is reesonable
expectation thet the Group and the Company have sdequale resources io continue operating for the
foreseeable fulure. For this reason, the Directors have adopted the going concern bagis in nrenaring the
financial statements.

As required by Listing Rule 5.62, upon due consideration of the Company’s profitability and statement of
finencial position, the Directors confirm the Company's abilty to continue operating as a going concemn for the
foreseeable future,
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DIRECTORS® REPORT - continued

Future developments

The Directors do not foresee any changes in the operating activities for the forthcoming year.

Directors
During the ysar ended 31 December 2020, the directors were as listed in page 2.

In accardance with the Company's Memorandum and Articles of Association, the present diractors rerain in
ofiice, but shall retire from office at least once every three years. However, they shall be elgible for re-election.

Statement of directors” responsibiilties

The Companies Act (Cap. 386) requires the directors to propare finandial statements for each financial period
which give a true and fair view of the financial position of the Company and of the Group as at patiod end and
of their profit or loss for the period than ended.

in preparing the financlal statements, the directors are required to:

* adapt the going concern basis unfess It is Inappropriete to presume that the Company and the Group will
cuntinue in the business

* select suitable accounting policies and apply them consistently;
+ make judgements and estimalas that are reasonable end prudent:
* account for income and charges relating to the accounting period on the accruals basis;

T R | S,

*  VEIUG separataly Uie Compunenis of asset and iabiiity ilams;
* report comparative figures corresponding to those of the preceding accounting perlod; and

* prepare the financisl statements in accardance with generally accepted accounting principles as defined In
the Companies Act {Cap. 385) and in accordance with the provision of the same Act.

The directors are also responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and of the Group and to enable them to ensure that
the financiel statements comply with the Companies Act (Cap. 388) enacted in Malta. This responsibility
Includee designing, implemonting and mainteinkg such inleinal voniroi as (he directors detenmiine is necessary
to enable the praparation of financial statements that are free from materig) misstatement, whether due to
fraud or error. The direclors are also rasponsible for safeguarding the assets of the Company and of the Group
and hence for taking reascnable steps for the prevention and detection of fraud and other iregularities.

Auditors

RSM Maita, Certified Public Accountants. have expressad thair wilinonage to continug in offiee ond o
resolution for thelr reappointment will be proposed at the Annual General Meeting.
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DIRECTORS" REFPORT - coniinued

Statement by dirsctors on the financial statemants and other information Includad in the raport

Tha directors declare that (o the bast of thelr knowladge:

+ the financial stalemants glve & frue and falr view of the financlal poskion and financiatl parformance of the
Group and of the Company and heve been prepered in accordance with Intenationsl Financisl Reporting
Standerds (IFRS) ax adopted by the Eurapoan Union and with the Companlas Act {Cap 386), and

« this report Includes & fair roview of the devalopment and performance of the business and positions of the
Group and of the Compary, together with a description of the principal riske and tncenainties that they
face.

The directars’ report vad by the Board of Directors and was signed en its bahall by
) g %
mech L Stophen Muscat
Directar Director

29 Aprl) 2021
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STATEMENT OF COMPLIANCE WITH THE
PRINCIPLES OF GOOD CORPORATE GOVERNANCE

4D Cepital PLC {"the Company”) Is committed to ohsaming the pilnciples of traneparent, responsibie corperaie
governance. The Board considers compliance with corperate governance principles to constitute an Important
means of maintaining the confidence of present and future bondholders, creditors, employees, husiness
partners and the public. Pursuant to the Malta Financial Services Aulhority Listing Rules 5.94 and 6.97, the
Company Is hereby presenting a statement of compliance with the Code of Principles of Good Comporate
Govemance {"the Principles” or “the Code") for the year ended 31 December 2020, which details the extent to
which the Principles have been adopted, as well as the effective measures taken by the Company to ensure
compitance with these Principles. Other than as stated In Part Two below, the Company has fully implemented
the Principles sat outIn the Code.

PART | - Compliance with the Code

Principie 1: The Board

The composition of the Board of Directors ansures that the Company Is led by individuals who have the
necessary skills and diversity of knowledge. The Board considers strategic issues, key projects and regularly

————— r 4

monilors performance against defivery of the key targels of ihe group's business pian.

Principle 2: Ghalrman and Chief Executive

The Company has no employees. Mr Josef Dimach, an Executive Director of the Company, Is also the Chief
Executive Officer of the Company’s main subsidlary.

Principle 3: Composition of the Board

The Board of the Company who servad during the year until 31 December 2020 was as follows:

Direciars

Mr. Josef Dimech Executive Director

Or. Stanley Portelli Nen-exacutive Director
Mr. Castanc Vella Noirexecuiive Direcior
Mr. Stephen Muscst Non-exacutive Director
Company secretary

Dr. Jesmond Manicaro

The Board considers thet the non-executive directors are independent of management and free from any
business or other relationship that could materially interfere with the exercise of thelr independent Judgement.
The members of the Board have the balance of knowledge and experence as well as a strang non-executive
presence to allow continued scrutiny of performance, strategy and governance.

For the purpose of Listing Rules 6.118 and 5,119, the non-axecutive directors are deemed Independent. Each
Director is mindful of maintaining independence, professionalism and inlegrity in carmying out his duties and
responsibilities, whilst providing judgement as a Director of the Company.
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STATEMENT OF COMPLIANCE WITH THE
PRINCIPLES OF GOOD CORPORATE GOVERNANCE - continued

PART | - Compliance with the Code - continued
Principle 3: Compositien of the Board - continued

The Board considers that none of the independent Directors of the Company:

* is or has been employed in any capacity by the Company;

* has or has had, over the past three years, a significant business relationship with the Company;

* has received or raceives significant additional remuneration from the Company in addition to thefr director's
fee;

* has close family ties with any of the Company’s executive directors or ssnior employess; and

+ has been within the last three years an engagement partner or a member of the audit team or past extemal
auditor of the Company.

Each of the indepandent Diractors hereby declares that he underizkas to:
* meintain in all circumstances his independence of analysis, decision and action;
= not seek or accept any unreasonable advantages that could be considered as compromising his
independence; and
= cleariy express his opposition in the event that he finds that a decislon of the Board may harm the Company.

Principle 4: The Responsibiiities of the Board

The Beard has respansibilly for ovsisasing the straiegic plunning process and reviewing and monitoring
management’s execution of the corporate and group business plan. The Board delegates certsin powers,
authorities and discrstions to the audit committee, The role and competence of such committee is further
described In Principle 8 hereunder.

Principle 5: Board Meetings

The Board meets at least six times a year uniess further meetings are reauired in accordance with the needs
of the Company. The Board has a schedule of matters reserved for it 10 discuss.

Each Director is expecled to sttend all meslings of the Board and Board committees of which the Diractor is a
member. The Board recognises that occasional meetings may need to be scheduied on short notice when the
participation of a Director is not possible and that conflicts mey arise from time to time that wil prevent a
Diractor from attending or participating in & regularly scheduled meeting. However, the Board expects that
each Director will make every possible effort to keep such absences to a minimum.

The Board has mat oight timas during the yoor. All Dirsctors wars prasent on all ihase mautings.

Principle 6: Information and Profossional Development

The Company firmly believes in the professional development of all the members of the Board. The CEO and
Senior management of the subsidlary are invited to attend Board meetings from time to time when appropriate.

valuation of the Beard’s Performanss

FrErwegr e v Emv mmAmETRIWEES RS 4B B 1

The Beard and each of its commitlees perform an annuat self-gvaluation of their performance through a series
of questionnaires, the results of which are analysed accordingly.
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STATEMENT OF COMPLIANCE WITH THE
PRINCIPLES OF GOOD CORPORATE GOVERNANCE - continued

PART |. Comnlionee with thae Cods - sontinusd

Principls 8: Committens

The Board delegates corain powers, authorities and discretions to the sudit commitics.
Audit Committee

The audit commitiee’s primary role is to support the main Baard in terms of quality controt of the Company's
financial reports, its internal controls and in managing the Board's relationships with the extemal auditors.

The audit committee comprises of the following independent, non-executive Directors:

Stephen Muscat Chalrman
Stanlay Porteili Member
Geetano Vella Member

In eomplisnce with the Ligling Rule 5.118A, Mr Stephen Muscat is the indapendeit, non-execuiive Direcior
who is competent in accounting and/or auditing matters in view of his considerabla experience as a wamanted
Cerlified Public Accountant,

The audit committes met three times during the year. All members were present on &ll these meetings.

Principles 9 and 10: Relations with Bondholders and with the Market and Institutional Shareholders

Tha Campany is committed to having an open and sommunicative relatisnship with its bordholders. The Soard
belleves that bondhoiders should have an opportunity to send communicetions o the Board. Any
communication from a bondhoider to the Board generslly or a particular Director should be in writing, signed,
contain the number of bonds held In the sender's name and should be delivered to the allention of the
company secretary at the registered office of the Company.

The Company issues Company Announcements to keap the markat informed of the Group developments.

Princinle 11; Conflicts of Intersst

The Directors should always act in the best interast of the Company and its shareholders and investors. The
procedures internally followed by the Board reflect how sensitive such situations, if and when they ariss, are
considered by the Company. In accordance with the provisions of the Articles of Association of the Company,
any actual, potential or perceived confiict of interest must be Immediately deciared by a Director to the cther
mewmbers of the Board, who then (aiso possibly through a referral to the audit committee) decide on whether
such a conflict exists. in the event that the Board perceives such interest to be corfilcting with the Direclor's
duties, the confilcted Director is required to leave the meeting and both the discussion on tha matter and the
vote, if any, on the malter concerned are conducted in the absence of the conflictsed Direcior.
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STATEWMENT OF COMPLIANCE WiTH THE
PRINCIPLES OF GOOD CORPORATE GOVERNANCE - continued

PART | - Compliancs with the Code - continued

Principla 12; Corporate Soclal Responsibility

The Compsany remains commitied to being 8 responeible company and making a positive conlribution to
soclety and the environment. This helps the Group develop strong relefionships with its stakehdlders, and
creats long-tenn value for socisty and its business, The Group is commiitad to play e leading and effective rols
in Maita’s suslafnable development whilst tanglbly proving liself to be a responsible and caring entity of the
community in which it oparates. The Group continues to support & number of different local iniiatives almed at
improving the quslity of Iife of the local communliias it supports.

PART Il - Non-compliance with the Code
Prineints 7: Evalustion of the Board's Performance

Even though the Board underiook a seif-evalustion of its own performance, 1t did not appaint an ad hoc
commiitee to cany oul such evalustion. The Boerd befieves that the outcome of such sefi-sssessment
axercse curmently provides the deliverables needed.

Principle 8: Committoes

The Momaorandum ond Articloc of Aseosiation of the Company regulates the spnalniment of Dlreciare,

& Sewr mab § A PN W F W

The Board believes that the satting up of a Nomination Commitiee and a Remuneration Commities is currently
not suited to tve Company &s envisaged by the spitit of the Code.

This statement of ce with the prinsiples of good comorats govermnance has been approved by the
Boand of Directors on lts behelf by:
/ -
Jd D { Stephen Muscat
Director

28 April 2021
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INDEPENDENT AUDITORS® REPORT

To the Sharsholiders of JD Capital PLC

Raport on the Audit of the Financial Statements
Opinion

We have audited the financial statements of JD Capital PLC ("the Company”) and the consolidated
financial statements of the Company and its subsidiaries {together, “the Group®}, set out on pages 18 -
48, which comprise the statements of financial position as at 31 December 2020, and the siatements of
comprehensive incoms, statements of changes in equity and statements of cash flows for the year then
ended, and notes {6 the financial statements, including a summary of significant accounting policies.

in our opinion, the accompanying financlal statements give a true and fair view of the financial position
of the Company and of the Group as at 31 Dacember 2020, and of their financial performance and cash
flows for the year then ended in accordance with international Financial Reporting Standards ("IFRS")
as adopied by the European Union ("EU”}, and have been properly prepared in accordance with the
requirements of the Companies Act (Cap. 386).

Cur report Is consistent with the additional report to the audit commitiee in accordance with the provision
of Article 11 of the EU Regulations No. 537/2014 on spedific requirements on statutory audits of public-
interest antities,

Basls for Opinlon

We conducted our audits in accordance with Intemational Standards on Auditing ("ISA®). Our
responsibilities under those standards are further describad in the Augifors’ Responsibifities for the
Audit of the Financial Statements section of our report. We are independent of the Group in aceordance
with the ethical requirements of both the Internafional Ethics Standards Board for Accountants® Code of
Ethics for Professional Accountants (including Intermnationa! independence Standards) {"IESBA Goda")
and the Accountancy Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the
Accountancy Profession Act (Cap. 281} in Malta that are relevant to our audits of the financlal
statements, and we have (ulfiled our other sthical responsibiiios in sccordance with thess
requirements and the IESBA Code and the Code of Ethics for Warrant Holders in Malla. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion,

THE POWER OF BEING UNDERSTOOD
AUDIT TAX ! CONSULTING
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INDEPENDENT AUDITORS' REPORT - continued
Report on the Audit of the Financial Statements - continued
Basls for Opinion - continued

To the best of our knowledge and boliaf, we deciare that non-audit services that we have provided to the
Group are in accordance with the applicable laws and regulations in Malta and that we have not
provided any non-audit services that are prohibited under Article 18A of the Accountancy Profession Act
{Cap. 281).

The non-audit services that we have provided io the Group during the year are disclosed in Note 7 in the
financial statemants.

Key Audit Matters

Key audit matters are those matiers that, in our profassional judgement, wers of mast significance in our
awdit of the financial siatements of the current pesiod. These matters were addressed in the context of
our sudit of the finandal statemenls as a whole, and in forming our opinion thereon, and we do not
provide a separate opinlon on these malters.

Ravenuve from contracis with customers

Revenue is detormined through the estimation of the stage of completion and the expecied outcame of
the project. Given this estimation process, it Is possible that changes in future conditions could require @
change In the recognised amount of revenue.

Our gudit procedures included an analysis of contracts, bills of quantities prepared by third parties
and/or project supervisors, project costs and budgets and/or any other relevant assessments as
provided by management.

Valuation of investmert property

The Group's invastment property pertaining to a land in Birkirkara is carried at fair value of €4,522,184.
Valuation of this proparly is inherently sublected to, among other factors, the individual nature of the
praperty, its location, and the expected fulure revenues to be derived from the property.

The existence of significant estimates used to arrive at the falr value of the property, could result in a
potential material misstaternent by virtue of the inherent uncartainties underlying the estimations.
Consequently, specific audit focus and attention was given to this area. The valuation of the property
was pseriormed by managesment on the basis of valuation reporis prepared by an independent qualified
architect.

Our audit procadures included, amongst others, the following:

« Considering the objectivity, independence, competence and capabilities of the extemal valuer.

» Reviewing the methodology used by external valuer and by management to estimate the vslue of the
investment property.

= Assessing the valuation Inputs and assumptions used on which the forecasts were made.

* Assessing the reasonableness of the valuation by refarence 10 market evidence of transactions for

similar propertias,

12
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INDEPENDENT AUDITORS' REPORT - continued
Report on the Audit of the Financial Statements - continued
Key Audit Matters - continued

Impairment assessment of properly, plant and equipment

The Group's industrial buikdings relate to the emphyteusis on the factory in Had Far. This had a carrying
amount of €10,604,873 as at year-end. The directors are required to assess whether the assats are
potentially impgired. In light of the significant directors’ judgement we consider this to be a key audit
matter for cur audit.

Our audit procedures included, amongst others, the following:

+ Obtaining & valuation of the industrial building from independent external valuer.

* Reviewing the methodology used by the external valuer and by management to estimats the fair
vaiue of the industriat buiidings.

« Testing the mathematical accuracy of the calculations derived from the forecast model.

* Assessing the key valuation inputs and assumptions used on which the forecasts were made.

Going concern assumption

At yaar-end, the Group's current flabilities exceeded its current assets by €619,386. The directors ere
actively working on obtaining long-term financing to improve the liquidity of the Group. Negotiations for
refinancing of the current liabilities are also being made since the end of the financial yaar, tncluding with
tha privileged payables. The directors are confident that the positive results balng constantly obtaingd,
logether with the business siralegy that Is being implemented, will improve the liquidity of the Group.
This will ensure that the Group wili be able to fund Its commitments as and when the need arises to
enable the Group to realise its assets and discharge its liabilities in the normal course of businass.

Our audit procedures included, amongst others, the following:

+ Discussing with management their strategy to improve the liquidity of the Group.

* Reviewing the amangements baing made by the Group subsequent to yoar-end to refinance their
cument liabilities inciuding with the privileged payables,

+ Checking the performance of the Group with tha projections prepared by management.

Assessment of the recoverability of the receivables

We identified the recoverability of the accounts receivable as a key audit matter due to the significart
degree of judgements made by management in assessing the impairment of the receivables end
consequently, in determining the axtent of allowance for expected credh losses ("ECL"}.

As at 31 December 2020, the Group had a loan receivable and amounts due from the parent company
totalling to €5,181,651, amounts due from a related company of €304,835, other receivables from third
party smounting to €2,227,912 and trade receivables and contract assels tatalling €3,262,538.

Our audit procedures included, amongst others, the following:

*» Reviewing the terms surrounding the agreements.

- Assessing the finandial soundness of the third party and the parent company taking inte account their
business plans and strategies.

» Understanding and evalvsting the workings and assumptions undertying the assessments for the loss
aflowances under IFRS 9,

» Based on evidence and explanations obtained, we concur with management's view with respect to
the recoverability of the balances.

13
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INDEPENDENT AUDITORS' REPORT - continued
Report on the Audit of the Financial Statements - continued
Other Information

The directors are responsible for the other information. The other information comprises the general
Information, and the directors’ report. Qur opirion an the financial statements does not cover the other
information, including the directars’ report.

In connection with our audit of the finandsl statements, our responsibility is fo read the other information
Idsntified above and, in doing so, consider whether the other information is materially inconslstent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the wark we have performed on the other information that we have obtained
prior fo the date of this auditors’ repon, we condlude thst there is @ material misstatement of this other
information, we are required o repont that fact. We have nothing to report in this ragard.

Under Articie 179(3) of the Companies Act (Cap. 386), we are required to consider whether the
information given in the directors’ report is complant with the disclosure requirements of Article 177 of
the same Act.

Based on the work we have performed, in our opinion:
+ the directors’ report has been prapared in accordance with the Companies Act {Cap. 386);

+ the information given in the directors’ repost for the financial period for which the financial stalements
are prepared is consistent with the finencial statements; and

+ in fight of our knowledge and understending of the Company and the Group, and their environment
obtained in the course of the audit, we have not identified material misstatements in the directors’
raport

Responsibliitios of the Directors for the Financial Statements

The direciors are responsibie for the preparation of financial statements that give a true and fair view in
accordance with IFRS as adopted by the EU and the requirements of the Companies Act {Cap. 386),
and for such internal control as the directors determine is necessary to enable the preparation of
financiai statements that are free from material misstatement, whether due {o fraud or ermor.

In preparing the financial statements, the directors are responsible for assessing the Company and the
Croup’s ability to continue as & going concem, disclosing, as applicable, matters related to going
concermn and using the going concem basis of accounting unless the directors either intend to liquidate
the Company and/or the Group or ta cease operations, or have no realistic allemative but to do so,

The directors have delegated the responsibility for overseeing the financial reporling process of the
Group and the Company to the Audit Comrmittes.

14



INDEPENDENT AUDITORS' REPORT - continued

Report on the Audit of the Financial Statements - continued

Auditors’ Responsibilities for the Audit of the Financial Statemsnts

Our objectives are to obtsin reasonable assurance about whether the financisl statements as a whole
gre free from material missiatement, whether due lo fraud or enor, and fo issue an auditors’ report that
inchudes our epinion. Reasonable assurence is a high level of assurance, bl is not a guarantee that an
audit conducted in accordance with 1SAs will always detect a materal misstatement when it exists.
Misstatemments can arige from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected o influence the economic decisions of ugsers taken on
the basis of these financial statements.

As patt of an audit in accordance with ISAs, we exercise professional judgement and maintain
professionsl scepticism throughout the audit, We also:

*

identify and assess the risks of material misstatement of the financlal statements, whether due to
fraud or error, design and perform aiwiit procedures responsive to those risks, end obtain audit
evidence that is sufficient and appropriate to provide a basis for owr opinion. The risk of not detecting
a material missiatement resuiting from fraud is higher than for one resulling from emor, as fraud may
involve collusion, lorgery, intentional omissions, misrepreseniations, or the override of intemal
controf,

obtain an understanding of internal contro! relevant to the audit in order 1o design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company end the Group's internat control.

evaluale the approprieteness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

conclude on the approprisienass of the directors’ use of the going concem basis of accounting and,
based on the audit evidence obtained, whether & material uncertainty exists related to avents or
conditions that may cast significent doubt on the Company and the Group’s ability to continue as =
going concern. if we conclude that a material uncertainty exists, we are required o draw attention in
our guditors’ report to the related disciosures in the financial statements or, if such disclosures are
inadequate, to modify our apinion. Our conclusions are based on the audil evidence oblained up to
the date of our auditors’ report. However, future events or conditions may causa tha Company andlor
the Group to cease to continue as a going concem.

evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the fingncial statements represent the underlying transactions and events in
a manner that achleves fair presentation.

obtain sufiiciant appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinien on the consolidated financial statements.
We are responsibls for the direction, suparvision and performance of the group audit. We ramain
solely responsible for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT - continued
Report on the Audit of the Financial Statements - continued
Auditors’ Responsibilities for the Audit of the Financial Statements - continued

We communicate with the directors regarding, among other matiers, the planned scope and tming of
the audlt and significant audit findings, including any significant deficlencies in imerna! control thet we
identify during our audit.

W also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and communicate with them all relationships and other matters that may
reasonably be thaught to bear on our independence, and where appliceble, related safeguards,

From the matters communicated wilh the directors, we determine those matiers that were of most
significance in the gudit of the financial stetements of the current period and are therefore the key audit
matters. We describe these matiers in our auditors’ report unless law of regulation praciudes public
disclosure ebout the matter or when, in extremely rare circumstances, we determine that a matier
shouid not be coramunicated hwrepoﬂhemusaﬂmeadversemnmneesddofmgsomdd
reasonably be expected to outweigh the public interast benefits of such communication.

Report on Other Legal and Regulatory Requirements
Report on the Statement of Compliance with the Principles of Good Corporate Govermance

The Prospacts MTE Rules issued by the Maita Stock Exchange requires the directors to prepare and
include in their Annual Report a Statamert of Compliance providing expianation of the extent fo which
they have adopted the Code of Principles of Good Govemnance and the effective measures that they
have taken to ensure compliance thraughout the yeer with thase principtos.

“The Prospects MTF Rules also require the auditors to report on the Stetement of Compliance prepared
by the directors.

We read the Statement of Compliance and consider the implications for our report if we become aware
of any apperent misstatements or material inconsistencies with the financial staternents included in the
Annual Report. Our responsibilities do not extend fo considering whether this statement is consistent
with any other information included in the Annual Report,

We are not required 1o, and we do not, consider whether the Board's stalements on internal control
included in the Statement of Compliance cover all risks and controls, or form an opinion on the
effactiveness of the Company’s corporate govermance procedures of its risk and contvo! procedures,

In our opinion, the Statement of Compliance with the Principles of Good Corporate Govemance has
been properly prepared in accordance with the requirements of the Prospects MTF Rules issued by the
Malia Stock Exchange.
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INDEPENDENT AUDITORS' REPORT - continued

Report on Other Legal and Regulatory Requirements - continued
Other Matters on which we are Required to Report by Exception

Under Articles 179(10) and 179(11) of tha Companies Act (Cap. 386), we are required to raport to you if
in our oplnion:

« proper accounting records have not been kept; or
+ refurms have not been received from branches we have not visited; or
« the financial statements are not in agroemant with the accounting records and retums; or

« we were unable fo cbiain all the information and explanations which, to the best of our knowledge
and belief, sre pecessary for the purposes of our audit.

We have nothing to report in this regard,

Appointment

We were first appoinied 1o act as statulory auditors of the Company by the shareholders of the
Company on 18 June 2018 fos the period ended 31 December 2018, and we were subsequently
reappoinied by the sharehoiders at the Company's general maeting for the financisl years thereafter.
The period of uninterrupted engagement as statutory auditor of the Company is three financial periods.

This copy of the audit report has been signed by:

—

Conrad Borg (Principa)
for and on behaslf of

RSM Malta
Certified Public Accowaitants

29 April 2021
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JD CAPITAL PLC

Annual Report and Consolidated Financial Statements - 31 December 2020

STATEMENTS OF COMPREHENSIVE INCOME

Group Compan
2020 2019 2020 2019
Notes € € € €
Revenue ] 15,144,684 11,328,789 - -
Costof sales (12,878,871)  (8,248,735) - -
Gross profit 2,269,013 3,080,064 . -
Selling and distribution expenses {111,213} (156,095) - -
Adminisirative expenses (768,014)  (1,608,745) (59,511} (40,453}
Other income & 4,550 22,792 - -
Oparating profit/{loss) 7 1,304,336 1,338,006 (59,511) (40,453)
Finance and dhvidend income 9 241,309 80,469 1,128,831 313,158
Finance costs 10 (524,674) (475,798) {250,000) {250,000}
Other losses 1 {89,984) " - -
Impairment on financial assels (199,638) (55,866) - {15,190}
Profit before tax 821,152 BEe. 811 820,320 7,515
Tax 12 (411,635) {392,056) (284,395) -
Profit for the year 409,517 474,765 $35,925 7.516
Total comprehensive income
for the year 409,517 474,755 535,825 7,818
Tota! comprahengiva Incoma
attributable to:
Owners of the Company
Profit for the year 409,517 474,755 538,925 7,515
Basic eamings per share 23 1.67 1.94 219 0.03
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JD CAPITAL PLC
Annual Report and Consolldated Financlal Statemenis - 51 Decombar 2020

STATEMENTS OF FINANCIAL POSITION

Group Company
2020 2019 2020 2018
Notes € € € €
ASSETS
Non-cuwent assets
Property, plant and equipment 13 15,039,420 15,413,161 - -
investment proparty 14 4,522,484 4,618,280 n -
intangible assels 15 224,407 224 497 - -
Investiment in subsidiardes 16 - - 7,602,400 7,502,400
Financial essets at emartised cost 17 5,924,040 6,087,711 4,884,810 4,884,810
Deferad tox asset 12 4873 - - -
—JEFie e 140850 _12381at0 12381210 2387210
Cumrent aagets
Financtal assets st amoriised cost 17 4,780,458 810,664 63,054 45400
nventories 18 1,374,982 2,101,973 - .
Contract assets 20 1,984,147 - - -
Trade and other recaivables 19 2.384,7112 038,370 200,817 201,367
Cash and cash equivelants 28 40,603 15,082 212 58
e ]
TOTAL ASSETS 259,706 6 12,634,035
EQUITY AND LIABILITIES
Capital andd reserves
Share caplial 21 245,100 245,100 245,100 245,100
Othar equity 22 7,301,800 7,301,600 7,301,600 7,301,600
Retained earnings 1,023,897 1,141,745 19.010 10,450
TOTAL EQUITY 8,570,507 588445 7 T4 7,557,1
Mon-currant liabliities
Borrowings 24 6,166,954 6,469,610 4,505,570 4 005 830
Lease flabliities 25 3,528,428 3,682,377 . .
Trade and other paysbles r 3,810,218 787,592 - -
Defermred tax Rabiites 12 380,600 380,000 - -
Non-current tax fablities 731 - - -
Tose el (70770 __ 480970 490580
Current ilabliitles
Borvowinge 24 207,742 1,378,127 3,592 13,248
{opae Babiiiles 25 34,248 I25TT - .
Contract Hablities
Currant tax liabilities
Trade and othar peyables
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

Theﬁnanda!s%_monfon pages 18 - 46 were spproved and aumorisadfnrlasuabymaonrdofmrema

{

o
Josef Dirtiech “Stephen Muscet
Direcinr Divector
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JD CAPITAL PLC

Annual Report and Consolidated Financial Statements - 31 December 2020

STATEMENTS OF CHANGES iN EQUITY

Financial period ended 31 December 2019:

Balance at 1 January 2049

Total comprehensive income for the year:
Profit for the financlal year

Balance at 31 Dgcember 2019

Financlal year ended 31 December 2020:

Balance at 1 January 2020

Total comprehensive income for the year:
Frofit for the financial year

Dividends (Note 21)

Balance at 31 Decambaor 2020

Financiai period ended 31 December 2019:

Balence at 1 January 2019

Total comprehensive Income for the year:
Profit for the financial year

Balance at 31 December 2019

Financlal year ended 31 Decembor 2020;

Balance at 1 January 2020

Total comprshensive income for the year:
Profit for the financial year

Dividends (Note 21}

Balanee at 31 December 2020

Grou
Other Retained

Share
capital squity earmings Total

€ € € €

245,100 7,301,600 666,990 8.213.690
- - 474,755 474,755

245,100 7,301,600 1,141,745 8,688,445

245,100 7,301,600 1,141,745 £.688.445
- - 400,517 409,517
- - (527,385) (627,365)

245,100 7,301,600 1,023,807 8,570,597

Comoany
Share Gther Retained
capital equity earnings Total

€ € € €

245,100 7,301,800 2,935 7,548,835
- - 7.51% 7 515

245,100 7,301,600 10,450 7,557,150

245,100 7,301,600 10,450 7,557,150
- - 635,925 635,925
- - {627,365) (527,365)

245,100 7,301,600 19,010 7,565,710




JO CAPITAL PLC

Annual Report and Consolidated Financial Statements - 31 December 2020

STATEMENTS OF CASH FLOWS
Group Company
2020 2019 2020 2019
Notes € € € €
Cash flows from nperaling activities
Profit before tax 821,152 866,811 820,320 7,515
Adjustments for:
Finance costs 10 524,874 475,798 250,000 250,000
Depraciation 13 768,213 692,789 - -
Impairment on financlal assets 199,635 65,866 - 15,180
Amontisation of bond Issue costs 10,131 8,620 10,431 5,620
Loss on disposal of motor vehicles ik 89,984 - - -
Finance and dividend income 9 (241,209) (60,46%) (318,500) _  (313,158)
Cash from/{used in) operations before
working capltal changes 2,192,680 2,040,415 761,951 {30,833)
Decreasa/(Increase) in inventoties 727,014 (2,101,973) - -
Increasa in trade and other receivables
and contract assets (3,609,450) (908,879 . -
increase/{Decraasse) in trade and other
payables and contract lishilities {251,806) (202,771) (2,206) 3,308
Cash (used In)/from operations (941,6808) {1,173,208) 759,745 (27.527)
interast pald {85 311 Ly . -
Interest received 19 - 252,073
Taxes paid (957) - {283,866) -
Net cash flows {used In)ffrom operating
activities {1,007,865) _ (1,251,183} 727,852 {27,527)
Cash flows from Investing activities
Payments for additions of:
Property, plant and equipment (537,057) (1,085,528} - -
Investment property {3,804) {18,200} - .
Receipt from dispoaal of motor vehicles 22,687 - - -
Receipts from loans 286,075 - - -
Interest received 241,280 - . -
Movement in amounts due from subsidiary,
and related company {312,918) 40,423 89,323 144,690
Net cash flows {used In)ffrom investing
activities {303,817) (1,063,395} 59,323 144,690
Cash flows from financing activities
Net proceads from short-term bormowings 4,782,595 2,348,812 - -
Repayment of borrowings (2,312,415) - . -
Intarest pald {284,181) {250,000} {250,000} (250,000)
Dividends paid {827,365) - {627,365) -
Payments on finance leeses {211,140) (143,639) - -
Movement in amounts due to subsidiary,
ultimate shareholder and related company 308,833 43,004 {9.656) 13,248
Net cash flows fromi{used in) financing
aclivilies 1,756,327 1,897,977 (787,021)  (236,752)
Net cash mavement during the year 444,655 (316,611) 154 {119,589)
Cash and cash equivalents at
beginning of year {434,152) {117,841} 58 119,647
Cash and cash equivalents at
end of year 28 10,503 (434,152} 212 58

Significani non-cash wansachons are disciosed in Note 28 to the financial statements
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JDCARITAL BIC
Annual Report and Consolidated Financilal Statements - 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS

1.

GENERAL INFORMATION

JD Capital PLC (“the Company”} is a public iimited iiability company incorporated and domiclled in Mafta
The Company's registered office is HHF 303 industrial Estate, Hal Far, Birzebbugia BBG 3000, Maita.

The principal activity of the Company is to act as s holding company and to provide financing to its
subsidiaries. The Company together with its subsidiaries {"the Group") Is engaged in the business of
providing aluminium, steel, wrought iron, large scale glass formats, and stainless-steel works, as well as
the construction of stesl struclures. The Group also holds an investment property.

JD Holdings Limited, a limited liabifity company incorporated and domiciled in Malta, is the vitimate parent
of the Group and of the Compeny. Josef Dimech, a sesident in Malta, is the uiimate beneficial owner of
e Group and of tne Company.

GOING CONCERN

As at 31 December 2020, the Group's current liabliitles excesded s curvent assets by €619,3868. This
raflects the active efforts undertaken by the directors to improve the liquidity of the Group. The directors
are atlively warking on negotiating long term financing with privileged creditors to improve the liquidity of
the Group. The directors are confident that the nneltiva nasulie heing constantly chiained, togathar with
the business stratagy that is being implemented, will improve the liquidity of the Group. This will ensure
that the Group will be able to fund lts commitmenis as and when the nead arises to enable the Group to
realise its assets and discharge its liabilities in the normel course of business. On the above basis, the
directors considered ii appropriate to prepare the financial statements of the Company and the Group on
& going concem basis.

SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance and basls of measurement

These financial statements are prepared in accordance with International Financiat Reporting Standards
{"IFRS") as adopted by the European Union ("EU") and comply with the requirements of the Companies
Act (Cap. 386) enacled in Maita. These financial statemants have been prepared under the historical cost
convention, except for the investment property which is carriad at fair value.

Presentation and functional currencies
These financial stetements are presented in Euro (€) which is also the Company’s functional currency.
New or revised standards, interpretations, or amendments adopted

The Group has adopted several new or revised standards, interpretations and amendments issued by the
International Accounting Standards Board (JASB") and the IFRS Intarpretations Commitiee and endorsed
by the EU. The adoplion of these new or revised standards, interpretations and amsndments did not have
& material impact on these financial statements,




JD CAPITAL PLC
Annual Report and Consolidated Financial Statements - 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

SIGNIFICANT ACCOUNTING POLICIES - ¢continued

Sevoral other new and revised Slandards, Interpretations, or Amendments, not early adopted by the
Group, were in issue and andorsed by the EU, but not yet sffective for the current financial period. The
Directors are of the opinion that the adoption of these Standards, Interpretations or Amendmants will not
have a material impact on these financial statements.

Basis of consolidation

The consolidated finangia! statements incorparste the revenuss and sxpoNses, cash Hows, yssels and
liabiliies of the Company and of its subsldiaries. Subsidiaries sre companies over which the Group has
control, directly or indirectly. The Group controls an entity when the Group is exposed to, or has rights to,
variable retums from its involvement with the enfity and hes the ability to affect those retums through Its
power to direct the activities of the eniity. Subsidiaries are fully consolidated from the date on which
control ig transfemed to the Group.

Thase consolidated financial statements comprise the Company and its subsidiaries. Subsidiaries that
were consolidated are listed in Note 16 to thase financial statements.

Intra-group transactions, balances and unrealised gsins on transactions between companies within the
Group are eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of
impairment of the asset transferred. Accounling policies of subsidiaries have been changed where
necessary to ansure consistency with the policies adopied by the Group.

The acquisition of subsidiaries is accounted for using the acquisition methad of accounting. A change In
ownership interest, without the loss of control, is accounted for as an equity transaction, whare the
difference between the consideration transferrsd and the book value of tie share of ihe non-coniroiing
interest acquired is recognised directly in equily attributable to the parent.

Non-~controlting Interest in the results and equity of subsidiaries are shown separately in the consolidated
statement of comprehensive income, consolidated statement of financlal position and consofidated
statement of changes in equity of the Group.

When the Group loses control over a subsidiary, it deracognises the assets including gooduwiki, liabilities
and non-controling interest in the subsidiary and other related component of equity. The Groun
recognises the fair value of the consideration received and the fair value of any investment retained
together with any gain or loss in profit or loss. Any interest retained Is messured at fair value when control
islost,

Forelgn curvencies

Transactions in forelgn currencies are translated to the respective functional currencles of Group
companies at exchange rates at the dates of the transactions,

Monetary assets and liabilties denominated in foreign cutrencies have been translated into Euro (€) at the
rates of exchangs ruling st the end of reporting periad. All resulting differences are taken to profit of loss.




JD CADITAL PLO
Annual Report and Consolidated Financial Statemants - 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued
3. SIGNIFICANT ACCOUNTING POLICIES - continued
Revenue recognitian
The Group recognises revenue as follows:
Reveriue from contracts with cusiomers

Revenue from contracts with customers Is recognised at an amount that reflects the considaration to
which the Group is expecied to be entitled when or as each performance obligation is satisfied in a
manner that depicts the ransfer to the customer of the goods or services promised. Specifically, revenue
irum voniracis {o provide services is recognised ovar time as the services are rendered based on an
amount that depicts the progress towards complete satistaction of the performance obligation.

The consideration relates to the transaction price or a portion of the trensaction price allocated to each
parformance cbligation as defined in the contract with the customer.,

The transaction price may include variable consideration and the time value of money. Variable
consldaration within the transaction price, if any, reflects concessions provided to the customer such as
discounts, rebatss and refunds, any potential bonuses recsivable from the customer and any other
contingent events.

intervst income
Interest income is recognised as Interest accrues using the effective interest method. This is a method of
calculating the amortised cost of a financial asset and allacating the interest income aver the relevant

period using the effective interest rate, which is the rate thet exactly discounts estimated future cash
receipts through the expected fife of the financial asset to the net camying amount of the financial asset.

Other income

Other income is recognised when It is receivad or when the right to receive payment is established.
Finance costs

Finance costs that are aftributable to the acquisition, construction or production of 8 qusaiifying asset are
capitalisad as part of that asset. All ather finance costs are racammised in nrofit or tose in the percd In
which they are incurred.

Tax

The tax charge/(credit) in the profit or l0ss normally comprises current and deferred tax.

Current tax is the expected tax payable on the taxable incoms for the psriod, using lax rates enacted at
the end of the reporting pericd, and any adjustments 1o tax payable in respect of previous years.

Deforred income tax is provided using the liability method, for all temporary differences arising bafwesen
the tax bases of assets and liabilities and their carrying values for financiaf reporting purposes. The
amount of deferred tax provided is based on the expected manner of realisation or setlement of the
cammying amount of assets and labilities, based on tax rates that have been enacted or substantively
enacted at the end of the raporting period.

2



JD CAPITAL PLC
Annual Report and Consolidated Financial Statements - 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued
3. SIGNIFICANT ACCOUNTING POLICIES - continued

Tax =gontinued

A deferred tax asset is recognised only to the exient that it is probable that future taxable profits will be
available against which the assels cen be utilised and/or sufficient texable temporary difterences are
available. Deferred tax assets are reduced 10 the extent that is no longer probable that the related tax
benefit will be reslisad.

intanglbie asset

An intangihle aeeet acquired oc part of @ husiness combingtion, sthor than goodwill, is initially measured
at fair value &t the dale of the acquisition. An intangible asset scquired separately is initially recognised at
cost. An indefinita fife intangible asset is not amertised and is subsequently measured at cost Jess any
impairment. A finite iife intangible asset is subsaquently measured at cost less amortisatien and any
impairment. On derecognition, gains or losses are recognised in profit or loss as the difference between
net disposal proceeds and the camying amount of the intangible asset. The method and useful lives of
finite life intangible assets are reviewed annually. Changes in the expected pattern of consumption or
useful fife are accounted for prospectively by changing the amortisation method or period.

Intaliactusl pronarthy
Intellectual property has an indefinite useful iife.
Investment property

investment property, which is property held to eam rentals andfor for capital appreciation, including
property under construction for such purposes, is measwed initially at its cost, inchuding transaction costs.

Subzsequent to initial reengnition, an Invasiment nraparty iz camied at fair velue, and unlike cpersticna!
properties, it is not depreciated. A change in the felr value of an investment property is recognisad in profit
or loss In the pariod in which they arise.

An investment property is darecognised upon disposal or when the investment property is permanently
withdrawn from use and no futire economic benefits are expected from the disposal. Any difference
between the net disposal proceeds and the carrying amount of the asset is Included in profit or loss in the
period in which the property is derecognisad.

Transfers 1o and o invastiment propariies 10 propeity, plaim and Sijuipment &9 detenined by a change
in use of owner-occupation, The fair value on the date of change of uge from Investmant propertles to
property, plant and equipmenl are used as deemed cost for the subsequent accourting. The existing
carrying amount of property, plant and equipment is used for the subsequent accounting cost of
investment properlies on the date of change of use.

Property, plant and equipment

Property, piant and equipment is stated at historical cost less accumulated depraciation and impalrment.
Historical cost includes expenditure that is directly attributable to the acquisition of the items,




JD CAPITAL M1 o
Annual Report and Consolidated Financial Statements - 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

3.

SIGNIFICANT ACCOUNTING POLICIES - continued
Property, plant and anuinmant « cantinued

Depreciation is caleulated on a straight-line basis o write off the net cost of each item of property, piant
and equipment over their expected usefil lives as follows:

%
Indusirial building 1.5
Machinary 20
Office furniture 10
Motar vehicles 20
Ciecironic equipment 25
Electric hand tools 20

The estimated useful lives and depreciation methods are reviewad, and adjusted if appropriate, at each
reporting date.

An ftem of property, plant and equipment is derecognised upon disposal or when there Is no future
economic benefit to the Group. Gaing and losses betwean the carrying amount and the disposal proceeds
are taken to profit or loss. Any revaluation surlue rosarve relating 1o $ho om disposad of is iranstemad

directiy to retained profits.
Right-of-use asset

A right-of-use asset is recognised at the commencement date of a lease. The right-of-use asset is
measured at cost, which comprises the initlal amount of the lease tiability, adjusted for, as applicable, any
lease payments made at or before the cormmencement date net of any lease Incentives received, any
initial direct costs incurved, and, excepl where included in the cost of inventories, an estimate of costs
expectsd to be Incurred for dismaniting and removing the underlying asset, and restoring the site or asset.

Right-of-uge assets are depreciated on 2 straight-line basis over the unexpired period of the lease or the
estimated useful life of the asset, whichever is the shorter, Where the Group expects to obtain ownership
of the leased asset at the snd of the lease term, the depreciation is over its estimated useful life, Right-of
use assetls are subject to impairment or adjusted for any remeasurement of Isage liabilities.

The Group has elected not to reongnise a right-nfige asset and corrssponding loase lobility for shomt
term leases with tarms of 12 months or less and leases of low-value assets. Leass payments on these
assels are expensed to profit or loss as incurred.

Investment in subsidiaries

Subsidiaries are companies over which the Company has control, directly or indirectly, The Company
controls an entity when the Company is exposed to, or has rights to, variable retums from its involvement
with the entity and has the ability to affect those retums through its power to direct the activities of the

Investment in subsidiaries in the statement of finandial position of the Company are stated at cost loss
any accumulated impairment losses,
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Consolidated Financial Statements - 31 Decamber 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

3.

SIGNIFICANT ACCOUNTING POLICIES - continued
Impairmant of naafinaneial agsots

The canrying amounts of non-financial assets are reviewed at the end of reporling period o determine
whether there is any indication of impairment. If any such indication exists, the asset's recoverabla
amount is estimated. The recoverable amount is calculated as the prasent value of the expected future
cash flows, discounted at the original effective interast rate inherent in the assets. The recoverable
amount of the assets is the greater of their net selling price and value in use.

An impairment {oss is recognised whenever the camying amount of an asset or its cesh-generating unit
exceeds its recoverabie amount. impairmant losses are recognised in profit or loss,

In respect of the Group's assets, an impairment loss is reversed if there has been a change in the
estimates used to detenmine the recaverabie amount. An impairment 098 is reversed only to the extant
that the assat's carrying amount does not exceed the camrying amount that would have besn detemmined,
if no impairment losa had baen recognised.

Financial assets at amortised cost

Finenciai asseis af amoriisad cost (oiher than trade receivables) ara Initially measured at falr value plus
transaction costs. These financial assels are subsequently measured at amortised cost using the
effactive interest mathod less any allowance for expected credit losses.

Financial agsets are derecognised when the rights to recelve cash flows have expired or have bean
transfarred and the Group has transferred substantially all the risks and rewards of ownership. When
there is no reasonable expectation of recovering part or all of a financtal asset, it's carrying value is written
off.

Contract assels

Contract assets are recognised when the Group has transferred goods or sarvices to the customer but
wheve the Group is yet to establish an unconditional right to consideration. Contract assets are treated as
financial assets for impairment purposes.

Trade recelvables

Trade receivables are initlaily recognised at fair value, which in case for trade receivables which do not
heve significant financing components, as a practical expedient, Is the transaction price. Subsequently,
these are measured at transaction price, as a praciical expedient, or at amortised cost using the effective
interest method when effact of discounting is materig!, less any allowance for expecied credit losses.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, demand deposits and shori-term, highly liquid
investments readily corvertibie to known amounts of cash and subject to insignificant risk of changes in

value, Cash and cash aquivalsnts ars camiad at cost.

For the purposes of the statament of cash flows, cash and cash equivalents consist of cash in hand, cash
at banks and short-term Investments in a financist institution.
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NOTES TO THE FINANCIAL STATEMENTS - continued
3. SIGNIFICANT ACCOUNTING POLICIES - continued

Impairment of financial assats

The Group recognises an allowante for expecied cradit losses (ECLs) for all dabt instruments not held at
fair value thiough profit or loss and trade recelvables, ECLs are based on the difference between the
contraciual cash flows due in accordance with the contract and all the cash flows that the Group expects
to receive, discounted et an approximation of the original affective Inferest rate. The expected cagh figws
wilt inciude cash flows from the sale of collateral held or other credit enhancements that are integral to the
contraciual terms,

ECLs ara recognised in two stages. For credit exposures for which there has not been a2 significant
Increase in credit risk since inltial recognition, ECLs are provided for credit osses that result from default
events that are possible within the next 12-months (a 12-month ECL). For those cradit axposures for
which there has been a significant increase In credit risk since initial recognition, a loss allowsnce Is
required for credit losses expected over the remaining life of the exposure, irespective of the timing of the

sl ol P PRl 1
defatiit {a Wretime CCL).

For trade receivables and contract assets, the Group applies a simplified approach in caloulating ECLs as
a practical expedient. Therefore, the Group does not track changes in credit risk, but instead recognises &
loss sllowance basad on lifetime ECLs at each reporting date.

Shara capltal

Ordinary shares are classified as equity. Incremantal costs direcily attributahle ta the issue of ordinany
shares are recognised as a deduction from equity, net of tax effacts.

Borrowings

Borrowings are initially recognised at fair value Jess transaction costs and are subsequentty measured at
amortised cost using the effective interest method.

Lease liabilitles

A lease liability is recognised at the commencement date of a lease. The lease liabllity is initially
recognised at the present value of the lease payments to be made aver the term of the leass, discounted
using the interest rate implicit in the leass or, if that rate cannot be readily determined, the consofidated
entity's incremenital borrowing rate. Lease payments comprise of fixed payments tess any lease incentives
receivable, variable lease payments that depend on an index or 2 rate, amounts expected to be paid
under residusl value guarantees, exercise price of a purchase opticn when the exercise of the oplion is
ressonably certain to accur, and any anticipated termination penalties. The variable lease payments that
do not depend on an index or a rate are expensed in the period in which thay sra incrmed.

Lease liabilities are measured at amortised cost using the effective Interest method. The carrying
amounts are remeasured if there is a changs in the following: future lease payments arising from a
change in an index or a rate used; residual guarantee; lease term; certainty of a purchase option and
termination penalties. When a lease liability is remeasured, an adjusiment is made to the coiresponding
right-of uge asset, or to profit or Joss if the carrying amount of the iight-cf-use asset is fully written down,
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NOTES TO THE FINANCIAL STATEMENTS - condinuad
3. SIGNIFICANT ACCOUNTING POLICIES - continued

Trade payables

Trade payables represant liabliities for goods and services provided to the Group prior 1o the end of the
financia! year and which are unpaid. These are initially recognised at fair value. Due to their short-term
nature, they are measured at amortised cost and are not discountad. The amaunts are unsecurad and
are usually paid within 90 days of recognition,

Contract llabilitles

Contract iiabilities represent the Group's obligation to transfer goods or sefvices to a customer and are
recognised when a customer pays consideration, or when the Group recognises a receivable to reflect its
unconditional right to consideration {whichever Is earfier) before the Group has satisfied its performance
obligation in a contract with customer.

Related partles

Parties are considared to be related if one party has the ability, directly or indirectly, to contro! the other
party or exercise significent influence over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common control or common significant
Influence. Relsted partiss may be Individuals or corporata entities.

Fair value measurement

When an asset or ligbllity, financial or non-financlel, is measured at fair value for recognition or disclosure
purposes, the fair value is based on the price that would be received to sali an asset o paid (o transfer a
liability in an orderly transaction betwaan market pariicipants at the measurement date: and assumes that
the transaction will take plece either: in the princlpal market; or In the absence of a arinclpal market, in the
most advantageous market,

Fair value is measured using the assumptions that market participants would use when pricing the szset
or liabilly, assuming they act iiv their wounomic best interesis. For non-financial assets, the fair value
measurement is based on its highest and best use. Valuation techniques that are appropriate in the
circumstances and for which sufficlent data are avallable to measure fair vaiue, are used, maximising the
use of relevant obsarvable inputs and minimising the use of unobservable inputs,

Assets and liabilitles measured at fair value are classified into three levels, using a fair value hierarchy
that refiects the significance of the inputs used In making the measurements. Classifications are reviewed
at each reporting dale and transfers betwesn levels are determined based on a reassessment of the
lowest lavel of input thet is significant to the falr value measurement.

For recurring and non-recurring fair value measurements, external vaiuers may be used when intemal
expertise is either not available or when the valuation is deemed o be significant. External valuers are
selectad based on market knowledge and reputation. Where thers is a significant change in fair value of
an asset or liabliity from one period o another, an analysis is undertaken, which Includes a verification of
the major inputs applied in the latest valuation and a comparison, where applicable, with external sources
of data.

Eaminaa per share

Basic earnings per shara Is calculated by dividing the profit for the period etiributable to ardinary equity
holders of the Company by the weighted average number of ordinery shares outstanding during the

period.
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NOTES TO THE FINANCIAL STATEMENTS - continued
4. SIGNIFICANT JUDGEMENTS AND CRITICAL ESTIMATION UNCERTAINTIES

The preparation of thege financial statements in accordance with IFRS as adonted by the EU requiras the
Directors to make judgements, estimates and assumptions that affect the reporied amounts of assets,
liabilities, revenue, and expenses in the financiel statements. These judgements, astimates and
assumplions, which are continually evaluated, are based on historical exparience and on other verious
factors, including expectations of future events, that the Directors believed fo be reasonable under the
circumstances. The resulting accounting judgements and estimates will seldom equal the related actual
results, The judgements and estimates that are significant to these financial statements are discussed

Revenue from contracts with customers

Management delarmines revenue through the estimetion of the stage of completion and expected
outcome of the projact. Given this estimation process, It Is possible that changas in ths future conditions
could require a change in the recagnised amount of revenue.

Expscted credi lossss

The Group uses a provision matrix to calculete ECLs for trade receivables and contract assats. The
provision ratex are hased on dave past due for verous customer sagments tiat have siimiler loss

pattemns.

The provision malrix is initially based on the Group's historical observed default rales. The Group
callbrates the matrix to adjust the historical credit losses experience with forward-looking information. For
instance, if forecast economic conditions {i.e., gross domestic product) are expected to deteriorste over
the next year, leading o a potential increased number of defaults in the manufacluring sector, the
historical default rates are adjusted. At every reporting date, the historical observed dsfault rates are
updated and changes in the forward-looking estimates are analysed.

Fair vaiue of investrnant property

Investment property is revaluad annually to fair value by using gither inlemal valuations or valuations
prapared by extemal indepandent valuers. These valuations are based upon assumptions including future
rental value, anticipated property costs, future development costs and the appropriate discount rate.
Reference is also made to market evidence of transaction pricas for simitar properties. Those estimates
are subjective in nature and involve uncertainties, such as the issue of the required permils and matters
of significant judgements and, tharefore cannet he determined with presision,

incremental borrowing rate

Where the interes! rate impilcit in & lease cannot be readily determined, an incrementa! borrowing rate is
estimated to discount fulure lease payments to measure the present value of the Jease liability at the
lease commencement date. Such a rate is based on what the Group estimates it would have to pay a
third party to borrow the funds necessary to obtaln an asset of a similar value 1o the right-of-use gsset,
with similar terms, security and sconomic environment.




JD CAPITAL PLC
Annual Report and Consolidated Financial Statements - 31 Decamber 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

4'

5.

SIGNIFICANT JUDGEMENTS AND CRITICAL ESTIMATION UNCERTAINTIES - continued
Impairment of non-financial assets

The Group assesses impairment of non-financlal assets at each reporting date by evaluating conditions
speciic to the Group and to the particular asset that may lead to Impairment. If an impairmant trigger
exists, the recoverable amount of the asset is determined. This involves fair value less costs of disposal
or value-in-use calculations, which incorporate a number of key estimates and assumplions, The
directors’ assessed that the property, plant and equipment, intangible assets and Inventories of the Group
ara not impaired as ot 31 Dacamber 2020 and 2019.

Coronavirus (COVID-19) pandemic

Judgement has been exercised in considering the impacts that the Coronavirus {COVID-19) pandemic
has had, or may have, on the Group based on known informstion. This consideration extends to the
nature of the products end services offered, customers, supply chaln and staffing. The directors have
assessed that there is neither any significant impact upon the financial statements nor any significant
uncertainties with respect fo evenis or conditions which may impact the Company unfavourably as at the

it lmda ma oae i m m o i Bl R 4 amomm s - .

TEpoTUNg Oats oF subsequently as a resull of ihe Coronavirus {COVID-19) pandemic.

REVENUE
Group
2020 2019
€ €
Revanue from contracts with customers 15,144,684 11,328,789
OTHER INCOME

The Group's other income in 2020 pertains to wage supplements recelved. Other income In 2019 pertains
to sales of scrap malerials,

Operating profit{loss) is stated after charging:

Group _ Lompany .
2020 2019 2020 2013
€ € € €
Staff costs (see Note 8) 3,414,983 3,970,719 - -
Directors’ ramuneration (sese Note 8) 265,213 269,031 . -
Directors’ fees 17,600 26,065 10,000 10,000
Auditors’ remuneration:
- Statutory audit 21,006 21,480 9,912 9,440
- Review services {interim reports) 2,360 3,200 2,360 2,600
« Tax compliance services 1,228 1,226 472 472
- Other assurance servicas 8,850 800 8,850 800
= Other non-assurance services 900 - -

Depreciation (see Note 13) 788,213 692,780 - -

K1
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NOTES TO THE FINANCIAL STATEMENTS - continued

10.

11.

STAFF COSTS
Group Campany

2020 2048 2028 2018
€ € € €
Directors' remuneration 262,774 256,511 - -
Social security costs and maternity fund 2,499 2,520 - -
285,273 259,031 - -
Salaries and wages 3,220,919 3,784,253 - -
Social security costs and maternity fund 194,064 188,466 - -
3,414,083 3,970,710 - -

The average number of persons employed by the Group during the ysar were 115 production personnel
and 11 administrative personnel (2019: 105 and 27, respectively). The Company has no employees of its

own.

FINANCE AND DIVIDEND INCOME

Group Comnany
2020 2019 2020 2019
€ € € €
Intarast on icans receivable 241,290 60,468 318,500 313,158
Bank interest 19 - - -
Dividend income - - 811,331 -
241,309 60,460 1,129,831 313,158
FINANCE COSTS
Groy; Company
2020 2019 2020 2019
€ € € €
Interest on bonds paysble 250,000 250,000 250,000 260,000
Interest on bank borowings 86,279 71,586 - -
Interast on lease labilities 178,562 147,813 - -
Interest on {ate payments 10,033 6,329 - -
524,874 475,798 250,000 250,000

OTHER LOSSES

During the year-snded 31 December 2020, the Group disposed some vehicles resulting in a loss on

disposal amournting to €89,984.
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NOTES TO THE FINANCIAL STATEMENTS - continued

12. TAX

Tax expensa for tha parind s enmprised of the following:

Current tax

=

Adjustment of prior period current tax

Defermed tax credit

Group Company
2020 2018 2020 2019
€ € € €
411,520 302,056 284,395 -
5,088 - - -
{4.973) - - -
411,635 362 0568 284 395 -

The tax on the profits at statutory rate of 35% reconciles to the tax exgense for the period as follows:

Profit before tax

Tax at statutory rate of 35%

Adjustments for:

- non-taxable income
- non-deductibie expenses
- unutilised tax iosses
- deferred tax unrecognised In previcus

year

- adjustrnent of prior peried current tax

Deoforred Tax Asset

Tax offect of temporary differences

arising from;

- Expacted credit Josses

- AGtriisd interest receivable

Deferred Tax Liability

Tax effect of temporary diflerences

arising from:

- Fair value of investment property

Group Company
2020 2019 2020 2019
€ € £ €
821,152 866,811 820,320 7,515
287,403 303,384 287 112 2,630
(532) 1,018 . {109,605)
166,592 87,654 24,648 106,975
{27,363) - (27,363) -
(1 9'553) - = -
5,088 - . -
411,635 392.056 284.395 -
Group Company
2020 2019 2020 2019
€ € € €
89,425 - - .
{84,452) - . -
4,973 - - -
Group Company
2020 2019 2020 2019
€ € € €
380,000 360,000 - -
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NOTES TO THE FINANCIAL STATEMENTS - continued

14.

15.

16.

INVESTMENT PROPERTY
Group
2020 2048
€ g
Fair value 4,522,184 4,518,200
Movements in investment property during the period were as follows:
2019 2018
€ €
Opening balance 4,518,290 4,500,000
Additions from subsequent expenditures 3,894 18,280
Ending balance 4,522,184 4,518,280

The Group's investmant property consists of land in Birkirkara, Malta. The falr value of the investment
property as at 31 December 2020 amounts to €4,522,184 (2019: €4,518,280). The camying amount of the
tnvestment property which would have been Includad in the financial statements had it been carried at
cost is €4,022,184 (2019: €4,018,200)

The Group's investment property is used as a seowrity by means of 5 hypothec for a banking facility of 5
ralated company.

Refer to Note 32 to these financial statements for the fair value measurement.

INTANGIBLE ASSET

The Group's intangible asset panains to the intellectual property right to use the business brand, logo, and
tradenama *JSDimach’.

INVESTMENT IN SUBSIDIARIES

The following are the subsidiaries of the Group with the corresponding shareholding percentage of the
Group and the amount of the investment carried in the Company's statement of financial pasition:

Company
Ownarship 2020 2019
Subsidiary Country % € €
JD Birkirkara Limited Mafta 100 4,001,200 4,001,200
JD Operations Limited Malta 100 3,501,200 3,501,200

7,502,400 7,502,400
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NOTES TO THE FINANCIAL STATEMENTS - continued

16.

INVESTMENT IN SUBSIDIARIES - continued

The following table summarizes the financial information of the Company's subsidiaries as at and for the
year ended 31 December 2020.

Net agsets  Profiti(Loss)

Subsidiary € €
JD Operations Limited 4,380,145 403,987
JO Birkirkara Limited 4,131,952 {3,030)
17. FINANCIA) ASSETS AT AMORTISED COST
Group Company

2020 2019 2020 2019
€ € € €

Non-current
Loan to a subsidiary (I} - - 4,084,810 4,884,810
Loan to ulimaie parant (i} 5,133,431 §,418,619 - -
Other receivables (i} 791,509 1,569,092 - -
5,924,240 5,007,711 4,554,010 4,684,810

Current

Amounts owed by subsidiaries {iv) - - 7,654 -
Amounts owed by ultimate parent {iv) 48,220 40,137 45,400 45,400
Amounts owed by a related company (iv) 304,835 - - -
Other receivables (jii) 1,436,403 770427 " -
1,789,458 810,564 §3,084 45,400

I. The loan to a subsidlary is unsecured, eams interast at 6.5% per annum, and is repayable by not later
then 30 Septembaer 2027, Interest income for the period from this loan amounted to €318,500 (2019:
€313,158). The amount is net of €15,190 expsected credit logses (2019: €15,190).

ii. The lean to ultimate parent is unsecured, bears interest at 4.5% per annum {5 repayable by 1 October
2028, The amount is stated net of expected credit loss of €15,863 (2019; €16,850).

iii. The other receivables are stated net of expsected credit losses of €6,698 (2019: €7.275). These are
unsecured, besr inferast at 4.76% per annum and are repayable in principal repayments of €60,000
per month, exciuding interest. The amounts recelvabie within ohe yudr aie classilied as curent.

iv. The amounts owed by subsidlerias, ultimate parent and relsted company are unsecursd, interast-free,
and repayable on demand. The amounis owed by & related company is stated net of €248 expected
credit losses (2019: nil).

18. INVENTORIES
Group
2020 2019
€ €
Raw materials 1,056,521 844,811
Waork-in-pracess 318,441 1,157,162

1,374,962 2,101,873
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NOTES TO THE FINANCIAL STATEMENTS - continued
19. TRADE AND OTHER RECEIVABLES

Group Company
2020 2015 2020 2018
£ € € €
Trade recelveblee (i} 1,278,391 286,327 - -
Prepayments 1,106,321 552,043 - -
Accrued Interast income (i) - - 200,817 201,367
2,384,712 838,370 200,817 201,367

I. Trade receivables are stated net of alowance for expected credit Josses amounting to €162,302 {2019:
€31,741). Expected credit losses recognised for the yaar amounted 1o €130,561 (2019: €31,741).

il. Accrued interest income relates to the interest on the ioan to a subsidiary.

20. CONTRACT ASSETS

Group
2020 2019
€ €
At 1 January - 4,236,104
Additions 2,083,537 -
Transfer to trade raceivables - {4,236,104)
Provision for expected credit iosses 89,300
At 31 Deceamber 1,984,147 -

Contract assets are stated net of expected credit iosses of €69,390 (2019: nil).

21. SHARE CAPITAL

Group and Company

2520 2019
€ €

Authorigsed share capital
245,000 Ordinary shares of €1 eath 245,000 245,000
160 Ordinary A shares of €1 sach 100 100
245,100 245,100

issued share capital

245,000 Ordinary shares of €1 each 245,000 245,000
100 Ordinary A sharas of €1 each 100 100
245100 245,100

The holders of "Ordinary” shares have all the rights in the Company.

The holders of "Ordinary A" shares shall not be entitled to any rights in the Company, and shalf therefore
not be entitied to vote at any general meeting of the Company. However, they have the sight to return of

capital on thelr shares upon liquidation of the Company.

During the year ended 31 December 2020, the Company pald dividends smounting to €527,365 or €2.15

per Ordinary shere.

22. OTHER EQUITY

This represents the amounts owed to the parent company which are unsecured,

rapayable at the absalute discretion of the Company.

interest-free and are

7
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23.

EARNINGS PER SHARE
Group Company
2020 ano 2028 2018
Profit for the period attributable
to ownars of the Company €409,517 €474,755 €535,92% €7.516
Woelghted average number of
ordinary shares 245,000 245,000 248,000 245,000
Basic earnings per share €1.87 €1.94 €219 €0.03
The Group or the Company has no potential ordinary shares that would cause the dilution of basic
eamings per share,
BORROWINGS
Group Company
2020 2018 2020 2018
€ € € 3
Non-current
€5,000,000 bonds, 5%, unsecured (i) 4,905,970 4,895,639 4,905,970 4,885,839
Banklcan i i} 95,4500 - - -
Bank loan I (ii)) 1,422,583 - - -
Revalving facility {iv) 793,97 1,573,971 - -
Amounts due 1o the ultimate
shareholder (vi) 463,430 - - -
8,166,954 6,469,810 4,905,970 4,895,839
Current
Bank toan | {iI} 25,000 - . -
Bank foan 1} (ill) 568,718 - - -
Revolving facility I! {iv) 1,424,339 774 641 - -
Temporary banking facifity {v) - 449,234 - -
Amounts due fo the ultimate
shareholder (vi) - 151,282 . -
Amounts due te relaled company {vii) 9,655 2,960 3,592 2,980
Amounts due to a subsidiary (vii) - - - 10,268
—2077i2 1378027 3397 13,248

i. The bonds will mature on 21 May 2026 with annual interest payments every 21st of May until malurity.
The amount prasented is net of unamortised bond issue costs of €84,030 {2019: €104,161). Interest
expense on the bonds for the year are as disclosed in Note 10. The fair value of the bonds for every

€160 bond as at 31 December 2020 was €99 (2018: €101).

ii. Bank loan | pertains to a loan with 3 local bank under the Maita Development Bank’s COVID-19 Assist
Program. As at year-end, the ioan has unutilised an amount of €84,000. The loan shall bear irterest at
a fixed rate of 2.5% per annum for the first two years from the take up of the loan and thereafter at the
rate of the aggregale of the margin of 2.75% per annum and the three-month EURIBOR. The loan is
repaysble over a pericd of six vears inclusive of 2 12-month maratarium on the principal and she
months on interest. Following the moratorum pesiod, the loan shali bs repayable in 60 monthly
instalments of €12,500. The foan Is secured by a first general hypothec aver the Company’s assets

and guaraniee by the ultimate sharehoider.

=

. Bank loan Il is 8 loan with another local bank taken as well under the Malta Development Bank's

COVID-19 Assist Program and is fully utilised as at year-end. The loan shall bear interest at the rate of
the aggregate of the margin of 3.15% per annum and the three-month EURIBOR. The loan Is
repayable in monily instalments of €50,917 beginning December 2020 untit May 2024. The loan is
secured by Malla Development Bank Guarantee for €4,800,000 and 5 spaclal hunather for £200 000

over propesty owned by a related party.
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24.

BORROWINGS - continued

v The ravohing facilty hoars inferest at the rate of 5% par annum plus the 12-month EURIBOR and is
repayable in accordance with the term sheet as agread with the bank for each drawdown. The
ravolving facility is of €4,000,000.

v. The Company was granted a temporary banking facility which was repayable on demand.

vi. The amounts due to the ullimale sharsholder are unsecured and interestfree. The ultimate
shareholder has committed in writing that he will not call the said amounts for repayment within the
twelve months following the date of the statement of financial position.

vil. The amounts due to related company and the amounts due o a subsidiary were unsecurad, inferest-
free, and repayabls on demand.

25. LLEASE LIABILITIES
Group

2020 20149

€ €

Due after mors than five years 10,303,782 10,525,478
Due after one year but within five years 872,855 862,208
Dus within one vear 211,140 211,140
Total gross lease labilitles 11,387,777 11,568,916
Discounting {7.825,401) ___ (8,003,862)
Present value of lease liabilitles 3,562,376 3,594,954
Noti-custent 3,528,128 3,562,377
Current 34,248 32,577

3'% 3|5“|9&

The Group's lease liabllities pertain to the lease of industrial property under a temporary emphytheusis for
a period of 65 years from 8 March 2018 and the isase of a commerial property {inciuding garage) for a
period of 12 years from 1 Qctober 2019. The Group's obligations under these leases are secured by the
lessor’s title over the proparty. Generally, the Group Is restricted from sub-leasing tha property.

Movemaeiits in lease liabilities during ine year were as follows:

Group

2020 2019

€ €

At 1 January 3,594,954 2,740,677
Addition . 850,203
Accretion of Interest 178,562 147,813
Lease payment {211,140) 143,639
At 31 December 3562.378 3 504 0”4
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NOTES TO THE FINANCIAL STATEMENTS - contihued
25. LEASE LIABILITIES - continued

The following were the amounts recognised in profit or loss relating to leases:

Group
2020 2019
€ €
Depreciation charge 118,283 56,523
Interest expense 178,562 147,813
296,855 204,338
26. CONTRACT LIABILITIES
Group
2020 2018
€ €
At 1 January 2,167,810 600,060
Payments received in advance 696,385 1,987.810
Transfers to revenue (2,167,810} {420,060}
At 31 Decomber 696,385 2,167,810
27. TRADE AND OTHER PAYABLES
Group Company
2020 2019 2020 2019
€ € & €
Non-current
Trade payables 714,546 - - -
indirgct taxes and social
sacurity contribution 3,095,672 787,592 . -
3,810,218 787,502 - -
Current
Trade payables 2,985,883 3,208,807 - 4,248
Accrued expenses 317,716 582,168 165,592 163,550
Indirect taxes and soclai
security contribution 1,364,952 2,870,782 - -
4,858,551 6661550 165502 167,798
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Cash and cash equivalents in the statements of financlal position is comprised of cash at banks. Cash
and cash aquivalents in the statements of financlel position reconciles to the cash and cash equivalents
with cash and cash equivalants in the statements of cash flows as follows:

Group Company
2020 2019 2020 2018
€ € € €
Cash on hand 7.472 - - -
Cash at bank 3,001 15,082 212 58
Temporary banking facility - {449,234) - -
10,503 {434 152) 212 58
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NOTES TO THE FINANCIAL STATEMENTS - contlnued

29. SIGNIFICANT NON-CASH TRANSACTIONS

30.

Groun

The Group has not engaged in any significant non-cash transactions during the year ended 31 December
2020. The following are the significant non-cash transactions that transpired during the year ended 31
December 2019;

a) Trade receivable from 8 related company was assigned to a third party amounting to €2,293,971.

b) Assignment of trade receivable from a relaled company to the ultimate parent company amounting to
€5,375,000,

¢} Offsetling of amounts dus to a related company against trade recelvables from the same ralated
company amounting to €4,550,000.

Company

The Company has not engaged in any significant non-cash transactions during the ysar and in the
pravious vear,

RELATED PARTY DISCLOSURES

The Company carries out transactions with refated parties on a reguler basis and in the ordinary course of
the business.

The following summarises the transactions with retated parties that transpired during the pariad:

Group Company
2020 2019 2020 2019
€ € € €

Related company
Revenue from contracts 2,052,165 8,194,510 - -
Purchases - {2,183,134) - -
Recharges {43,378) (144,744} - -
Net advances received/(paid) {298,140) 35,060 6832 33,040
Transfer of trade receivable - (7,668.971) - -
Ultimate parent company
Interest income 241,309 60,469 - -
Dividends paid {527,365) -
Assignment of recelvabie “ 5,375,000 - -
Ultimate sharshoider
Net advances {paid Yreceived {161,292) 43,004 - -
Subsidiaries
Loan - . - (250,000}
Inierest income u - 318,500 313,158
Dividends raceived - net - - §27,365 -
Net advances {paid freceived - - {10,288) 59 400

The outstanding amounts arising from transactions with related pariies and the related terms and
conditions are disclosed in Notes 17, 19, and 24 to these financlal statements,

L]
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NOTES TO THE FINANCIAL STATEMENTS - continued
31. FINANCIAL RISK MANAGEMENT

At year end, the Group's main financial assets on the statement of financlal position is comprised of cash
at banks, trade and other receivables (excluding prepayments and accrued income), and other financlal
assals at amortised cost. There were no ofi-balance sheut financial assets.

At year end, the Group's main finanial ligbilities on ths statemant of financiat position is comprised of
trade and other payables (excluding accruals), and borrowings. There ware no off-balance shest financial
liabilities, except for lease commitments.

Exposure to credit, lquidity, and interest rate risks arise from the Group's actvities.

Timing of cash flows

The preseniation of the financial assats and Uahiition fisted ashava under the oufrent and non-curent
headings within the siaternents of financial position s intended to indicate the timing in which cash flows
will arise.

Capital risk management

The Group manages its capital to ensure that it will be able {o conlinue as a gaing concem and comply
with the requiramants of the prospectus issued in relation to the bonds whiie maximising the retumn to
stakehotders through the optimisation of the debt and equity balance.

The capitat structure of the Group consists of equity atiributable to aquity holders comprising issued share
capital, reserves, and borrowings as disclosed in Notes 21, 22 and 24 to these financlal statemants and in
the statements of changes in equity.

Cradit risk

Credit risk refers to the risk that a counterparly in the financial assets will default on its contractual
obligations resulting in financiat loss to the Group or the Company. The Group abtalns guarantees where
appropriste to mitigate cradit risk. The maximum exposure 10 credit risk at the repoiting dale
recognised financial assets is the carrying amount, net of any provisions for impairment of those assets,
as disclosed in the statement of financial pasition and notes to the financial statements. Tha Group doses
not hold any collateral.

The Group has adopted a lifetime expected loss aliowance in estimating expecied credit losses to trade
racelvables and contract assets fhrough the use of 2 provisions matrix using fixed rates of credit loss
provisioning. These provisions are considered representative aoross all customers of the Group based on
racent eales axperignca, historical collection rates and forward-Jooking information that is avallable.
Expected credit logses recognised on trade receivables and contract assets amountad to €231,692 (2019:
€31,741)

Generally, trade recelvables are written off when there is ho reasonable expectation of recovery.
Indicators of this include the failure of a debtor to engage in a repayment plan, no active enforcement
activity and a failure to make contractual payments for & period greater than one yasr.

42
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NOTES TO THE FINANCIAL STATEMENTS - continued
31. FINANCIAL RISK MANAGEMENT - continued

Credit risk - continued

As at 31 December 2020, the Group has a credit risk concentration with the ultimate parent company and
a hird party which acoountod for 8% and 25% (2019: 67% and 29%) of the Group's total financia)
assets, respectively. The Group recognised expected credit losses on these financial assets as at 31
December 2020 amounting to €15,963 and €6,698 (2019: €16,850 end €7,275), raspectively.

As at 31 December 2020, the Company has a credit risk concentration with a subsidiary which accounted
for 99% (2019: 89%) of the Company's total financial assets. Expected credit Josses recognised for this
balance as at 31 Decernber 2020 amounted to €15,190 (2019: €15,190).

The credit risk relating 1o cash at bank is considered fo be low in view of managemant's policy of placing it
with repuiable financial institutions.

Credit risk related to rade receivables are as follows:

Gross Carrying
amount ECL amount
€ € €
Current 1,114,728 {3,087) 1,111,641
3015 82 days 181,253 (31.781) 149,472
90 to 179 days 18,063 {11,422} 6,641
180 to less than 1 year 89,789 (89,152) 10,637
More than 1 year 26,880 (28,860) -

1,440,693 (162,302} 1,278,389

Liquidity risk
The Group is exposed to liguldity risk in refation to meeting future obligations associated with its financial

Yablities. Prudent iquidity risk managemeni inciudes malniaining silticism liquid assets and available
borrowing facilities to be able to pay debts as and when they become due and paysble.

The directors manages liquidity risk by maintaining adaquate cash reserves and available borrowing
facilities by continuously monitoring actual and forecast cash fiows and matching the maturity profiles of
financial assets and liabilities.

The foliowing table details the undiscounted contractual cash flows srising from the Group's financial

habilties:
Croup

Within Betwaon More than
12 months 1-5 years § years
€ € €

31 December 2020
Bonds payabls (including interest} 250,000 1,000,000 5,750,000
Amounts due to a related company 9,855 - -
Amounts due to the ultimate shareholder - 453,430 -
Trade and athar payables (excluding accrued interest) 4,704,441 3,810,218 -
Revolving facility 1,424,338 793,971 -
Bank Loans 583,718 2,013,583 -
Lease liabllities 211,140 872,855 10,303,782

7,183,203 8,944 057 16,053,782
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NOTES TO THE FINANCIAL STATEMENTS - continued
31. FINANCIAL RISK MANAGEMENT - continued

Liguidity risk - continued

Group

Within Batween More than
12 months 1-5 years 5 years
€ € €

31 Decomber 2019
Bonds payable (including interest) 250,000 1,000,000 6,000,000
Amounts dus to related parties 2,960 - -
Amourtts due (o the ultimate shareholder 161,292 - -
Trade and oiher paysbies (exdiiiding avurued inlersst) 7,255,040 787,052 -
Revolving facility 774,641 1,673,971 -
Temporary banking facility 449,234 - -
Lease llabilities 211,140 862,298 10,526,478

8,134,307 4,223 861 16,525,478

. Company
Within Between More than
12 months 1-5 years § years
€ € €
31 December 2020
Bonds payable (inchuding Interest) 250,000 1,000,000 5,750,000
Amounts due to related company and subsidiary 3,562 - -
Trade and other payables {exciuding accrued interest) 11,482

263,074 1,000,000 5,750,000
39 Dacember 2019

Bonds payable (including interest) 250,000 1,000,000 6,000,000
Amounts due to related company and subsidiary 13,248 - -
Trade and other payables (axcluding accrued interest} 13,688 -

278@36 1,_000,000 e,ooo,oao
nterest rate risk

Imerest rate rsk iz the risk that the fair value of fulure cash flows of a financial instrument will Auctuale
because of changes in market interest rates.

The Group's interest rate risk arises from the bank overdraft and revolving facllity which are sublect to
varying interest rates according to revisions to the bank's base rate. Interest rate on the bonds payable s
fixed while the other financial liabilities are interest-free, thus, interest rate risk does not apply to these
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

32.

FINANCIAL RISK MANAGEMENT - continued

Changes in lfabilities arising from financing activities

Group
Loan from
& amounts Amounts  Bank loans
duetoa due to and
related ultimate Revolving
company sharsholder facility Bonds
€ € € €
31 December 2020:
Beginning balancs 2,960 151,292 2,348,612 4,695,839
Cash flows from financing activities 6,695 302,138 2470,180 -
Nei non-cash changss - - {2,181} 10,131
Balance at 31 December 2020 9,655 453,43 4815611 4,905,970
31 December 2019:
Beginning balance 4,550,940 108,288 - 4,886,219
Cash flows from financing activities - 43,004 2,348,812 -
Net non-cash changes {4,547,980) - - 8,620
Balance at 31 December 2019 2,980 151,202 2,348,812 4,895,838
FAIR VALUE MEASUREMENT

The Group measures fair values using the fair value hierarchy that reflscts the significance of the inputs
used In making the measurements:

Level 1: Quoted pricas {unadjusted) in active markets for identical assets or liabilities that the entity can
access atthe measurement date;

Level 2: Valuation techniques based on obsarvable input, elther directly (l.e. as prices) or indirectly {i.e.,
derived from prices). This category includes Instruments valued using: quoted market prices in active
rmarkets for similar instruments; quoted prices for identical or similar instruments in markets that are
considered less than active; or other valuation techniques where all significant Inputs are directly
observable from market date; and

Level 3. Valuslion fechniques using significant unobserveble inputs. This category includes all
instruments where the valuation technique Includes Inputs not based on observable deta and

APV Sy B G T PR Wy f I it bk Lasm T
unobsGrvatie inpuls have a signihcant sffect on the instruments valustion. This oatagory Insludes

instruments that are valued based on guoted market prices for similar Instruments where significant
unobservable adjusiments or assumptions are required to reflect diferances between the instruments.

Financial instruments

The carrying amounts af cash at barks, trade and ather receivables (excluding prepayments), other
financlal assets at amortised costs, trade and other payables (excluding accruals), and other financial
liabilities at amortised cost are carrled al their presant values using the effective intarest method (where
discounting is material) which is a reasonabie approximation their Tair vaiues as at period.
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NOTES TO THE FINANCIAL STATEMENTS - continued

32.

FAIR VALUE MEASUREMENT - continued

Investmeant property

The fair value of the investment property, appraised by an independent valuer, was determinad based on
level 3 inputs. These level 3 inputs include future tental value, anficipated property costs, fulure
developments and an appropriate discount rate. The valuation also assumes that the appeai made by
third parties with regards to the approved changes fo the building alignment wiil be refused.

CONTINGENT LIABILITY

On 11 September 2020, the Company racelved a correspondence from the Malta Financial Services
Authority {("MFSA®) imposing an administretive penalty of €5,000 upon the Company for a breach of
Article 18(1){c) of the Market Abuse Regulations. The Company has appesied wiih ine Financial Senices
Tribunal requesting the revocation of the declsion of the MFSA imposing the administrative penalty in its
entirsty.

EVENTS AFTER THE END OF THE REPORTING PERIOD

After the and of the reporting period, the shareholders resolved to increase the authorised share capital
from €245,100 divided into two 245,000 Ordinary shares of €1.00 azch and 100 Ordinary A ghares of
€1.00, {0 €7,546,700 divided into 7,543,621 Ordinary shares having a nominal value of €1.00 each and
3,078 Ordinary A sharas of €1.00 each. The additional share capital I Intended to be used to seitle and
capitalise the outsianding €7,301,600 subordinated loan of the Company through afiotment of the
additional suthorised shares.

The impact of the Coranavirus (COVID-19) pandemic is ongoing and while # has nol had a significant
financial impact fo the Group up to 31 December 2020, it is not practicable to identify and estimate the
potential impact, positive or negative, after the reporting date. The Directors will continue to monlior and
sssess the siluation on an on-going basis given that it Is rapidly developing and is dependent on
measures imposed by the Maitese Government and other countries, such as quarantine, travel
restrictions and any economic stimulus that may be provided.
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COST OF SALES

Opening balance of raw materials
Purchases
Closing balance of raw materials
Cost of raw materials put into process
Manufacturing overhead and other direct costs:
Consumables
Depreciation
Equipment hire
Rent
Repairs and maintenance
Subcontract costs
Water and electricity
Salaries and wages
Other direct cost
Total cost put into process
Opening balance of work-in-process
Closing balance of work-in-process
Cost of inventories manufactured and sold

Group Company
2020 2019 2020 2019
€ € € €
944,811 -
5,963,208 6,300,181 - -
(1,056,521) (944,811)
5,851,498 5,355,370
11,204 42 661 - -
770,814 676,625 - -
17,345 113,505 - -
47,316 27,369 - -
1,510,527 - - -
40,874 25,745 - -
3.412,508 3.164 622 . -
374,866 - - -
12,036,950 9,405,897 - -
1,157,162 - - -
(318,441) {1,157,162) - -
12,875,671 8,248,735 - -
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SELLING AND DISTRIBUTION EXPENSES

Group Company
2020 2019 2020 2019
€ € € €
Transport and vehicle expenses 97,913 148,514 - -
Promotion and markefing 13,300 7,581 - -

111,213 156,095 - -
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ADMINISTRATIVE EXPENSES

Salaries

Directors’ remuneration
Directors' fees

Auditors' remuneration
Depreciation

Professional fees
Trading expense (MSE)
Printing and stationary
Bank charges
Telecommunication
Insurance

Travel expenses

General expenses
Company registration fee
Staff welfare
Entertainment

Uniforms

Repairs and maintenance
Amortisation of bond issue costs
Penalties

Group Company
2020 2019 2020 2019
€ € € €
248,845 806,097 - -
18,903 259,031 - -
17,600 26,065 10,000 10,000
21,005 20,480 9,912 9,440
17,399 16,164 - -
78,005 116,353 17.107 4.480
10,472 6,120 10,472 6,120
12,382 14,209 - -
37,169 41,000 263 54
32,436 32,288 - -
134,756 120,397 - -
- 23,560 - -
25,221 34674 142 -
1,800 1,200 600 600
928 21,845 - -
3,785 33,823 - -
3,461 2,525 - -
3,470 18,316 - -
10,131 9,620 10,131 9,620
90,246 4978 884 139
768,014 1,608,745 59,511 40,453




