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The following is a Company Announcement issued by the Compang@ndimee 2020, in terms of
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Quote

The Company is pleased to announce that during the annual general meeting hetdJoméh2026,
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General Meeting in accordance with the articles of association of the Company

(iv) Declare a net dividend in favour of the Compastyareholders in the sum of seven hundred
thousand Euro#00,000)

The Annual Report and Audited Financial Statements of the Company are being annexed to this compan
announcement and are also available for vipgW KH &RPSDQ\-V ZHEVLWH RQ

https://www.theconvenienceshop.com/investors-announcement/
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DIRECTORS’ REPORT
for the period ended 31 December 2019

The Directors present their report and the audited consolidated financial statements for the period
ended 31 December 2019.
The Directors who served during the period and up till the date of this report are as follows:

Ivan Calleja

Kevin Deguara

Benjamin Muscat (appointed on 16 December 2018)

Joseph Pace

Manuel Piscopo

Charles Scerri (appointed on 16 December 2018)

Overview

The Convenience Shop (Holding) plc (“the Company” or "the Parent Company”) was incorporated on
26 July 2018 as the Parent Company and the finance arm of The Convenience Group (the “Group”).
The Group of which the Company is the parent consists of the entities acquired or incorporated during

the current period as detailed below.

During this period, the Company announced the offer of €5,000,000 5% unsecured bonds callable 2026-
2029, issued in terms of the Company Admission Document dated the 8 March 2019 (‘the Bonds’).
Bond subscriptions closed on the 22 March 2019 with the bond being fully subscribed and admitted to
the Prospects MTF on the 28 March 2019. The funds were utilised for the acquisition of going concern

businesses, to repay balances due to shareholders and to finance new shop openings.

On the date of incorporation, the parent Company acquired The Convenience Shop Limited (C 87556)
which started carrying on business as soon as the transfer of business agreements were executed.
Furthermore, during this period, the Company either acquired or made investments in the following

companies:

On the date of incorporation, the parent Company acquired The Convenience Shop Limited (C 87556)
which started carrying on business as soon as the transfer of business agreements were executed.
Furthermore, during this period, the Company acquired the following companies:

- Daily Retail Challenges Limited (C79662)

- Aynic & Co. Limited (C74750)

- Seafront Express Limited (C73435)

- Gbake Manufacturing Limited (C60422)

- GNJ Company Limited (C88969)

- Gbake Retail Limited (C60421)
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In addition, the following companies were also incorporated during the period as part of the Group:
- The Convenience Shop Limited (C87556)

- The Convenience Shop Management Limited (C87711)

- The Convenience Shop for Puttinu Cares (C90748)

Principal activities
The principal activities of the Group relate to the operation of a chain of mini market stores under The
Convenience Shop brand in Malta with a current shop count of 31 owned shops and 34 franchised

shops as at 31 December 2019.

Review of the business trading performance
The Group has recorded a strong financial performance across the board for the period ended 31
December 2019, registering a profit before tax of €1.7 million. A turnover of €39.6 million and a gross

profit of €6 million were registered during the period under review.

When taking into consideration the fact that throughout the period under review, competition has
strengthened and a tight labour market contributed for higher payroll costs, the results are particularly
satisfactory. The Group registered consistent growth in revenue of Owned outlets as well as in the
Franchise operated accounts. The strategy of optimising the return from our space and assets continues

to produce significant cash generation and sustainable profits.

Earnings before interest, tax, depreciation and amortisation (EBITDA) amounted to €3.6 million. This
is net of the impact of the introduction of IFRS16 for the ‘Right-of-use assets’, which amounted to €1.3
million. IFRS 16, which is the new accounting standard covering Leases and which is adopted in the
preparation of these financial statements, became effective as from 1 January 2019. This accounting
standard replaced IAS 17 according to which, operating lease charges to be reflected within the profit
and loss of the Group, would have been €725K. However, through the application of IFRS 16, EBITDA
for the period ended 31 December 2019 has been impacted favourably by the same amount as a result
of having the operating lease charge being reversed from operational costs and replacing it by a

depreciation charge of €796K.
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The table below analyses the impact of the implementation of IFRS 16 on the Profit before tax.

Group

26.07.2018

tfo

31.12.2019

€

Reported Profit before tax 1,696,563
Effect of IFRS 16 implementation

- Depreciation charge of right-of-use assets 796,386

- Interest expense (included in finance costs) 462,496

- Lease charges (724,951)

Resultant Profit before tax 2,230,494

Tax for the period amounted to just under €1 million, resulting in an effective tax rate on Reported Profit
Before Tax of 57%. If IFRS 16 had not been adopted the effective tax rate on the Resultant Profit
Before Tax would have been 43%.

When comparing these results with the Forecast as incorporated in the Company Admission Document
dated 8 March 2019, apart from the variance due to the implementation of IFRS 16, the Resultant Profit
Before Tax of €2.2 million is €0.8 million lower than the projected Profit Before Tax for the period under
review of €3 million. This is mainly attributable to a loss on acquisition of subsidiaries of €352K and
additional costs of €446K incurred in supporting the strengthening of the finance and IT functions and
further digitalisation of operations. These were not planned at the time of the preparation of the
Company Admission Document referred to earlier. The Group considered this cost as an investment
which is essential from a strategic viewpoint in order to further streamline operations and back-office

support facilities, whilst at the same time improving customers’ buying experience.

These results would not have been possible without the dedication and hard work of all our employees.
Their professionalism and dedication have been crucial in establishing The Convenience Group as one
of Malta's leading retail chain in less than a decade. We are grateful for their constant support and

valued contribution.

Financial Position

The Group's total assets as at 31 December 2019 amounted to €25.9 million.

The Group remains highly liquid with a strong generation of cash. Cash and cash equivalents as at 31
December 2019 amounted to €1.8 million.

In addition, the Group, recognised the leased premises at an amount of €7.2 million, as right-of-use
asset, in accordance with the new IFRS 16 Leases.
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The Group's net borrowings (excluding impact of IFRS 16) amounted to €5.7 million, whilst following
the inclusion of the liabilities in accordance with IFRS 16, the gearing ratio stood at 132.8%. Total equity

of the Group including shareholders’ loans amounted to €4.3 million.

During the period under review, the Group invested a €1.8 million, opening 7 new shops to strengthen
its retail network. Capital investment to upgrade existing outlets continued to be undertaken in order to
ensure that the look and feel of the shops is consistently of good quality across the entire network.

Financial risk management
The Group and the Parent Company is exposed to a variety of financial risks, including market risk,
credit risk and liquidity risk, as disclosed in Note xx to the financial statements.

Outlook for 2020 and events subsequent to the financial reporting date

On 11 March 2020, the World Health Organisation (WHO) declared the Coronavirus/COVID-19
outbreak to be a global pandemic. Around the world, many governments introduced unprecedented
measures in efforts to contain and control the spread of the outbreak. In Malta, the authorities moved
quickly and introduced measures that included the imposition of quarantine, self-isolation and travel
restrictions, the closure of schools, universities and other academic/learning and care institutions, as
well as ordering the shuttering of all bars, restaurants, clubs and gyms. Non-essential shops were also
instructed to close and as of 21 March 2020 Malta International Airport was closed for all but a limited
number of flights. Social distancing and ‘stay at home' regulations were enacted. These measures have

thus far successfully contained the number of infections and fatalities experienced on the Island.

In the face of the precipitous economic downturn and the threat of massive unemployment,
governments have responded with co-ordinated stimulus measures, business support initiatives and
employment protection programmes on a scale never witnessed before. Governments have also
announced business loan and guarantee schemes and, given the exceptional nature of the crisis, are
encouraging banks to grant temporary moratoria on interest and capital repayments on personal
mortgages and business loans. It soon became apparent that what started as a public health emergency

was very quickly becoming a serious economic crisis.
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Notwithstanding the unprecedented measures taken by governments as they struggled to combat the
outbreak and to support businesses, jobs and the economy in general, the nature of COVID-12 and the
consequent economic impact are causing great uncertainty. Notwithstanding the lifting of imposed
restrictions that has started in May 2020, there is still great anxiety about how long it will take
businesses, especially those operating in the aviation, entertainment and hospitality sectors to get to
pre-COVID-19 levels of activity.

The Group has approached this crisis with a positive and strong sense of responsibility towards the
Community by ensuring that all shops serve the general public in the best possible manner, ensuring
that stocks of products are at the desired levels at all times and adhering to the highest health and

safety requirements as imposed by the health authorities.

During this challenging time, the Group saw further opportunities for growing the retail business. During
the first quarter of 2020, the Group opened two new outlets in Rabat and Bugibba. The Group will be
continuing to invest with the opening of four new strategic outlets, starting with a new shop in St Paul’'s
Bay in June, first ‘Service Station’ outlet in Gzira - Paul & Rocco Station in July. By end of August, the
Group will then open their flag ship outlet in Dingli Street, Sliema and later on in Q4 another new outlet

in the northern part of the island.

Furthermore, the Group strengthened the retail network and distribution capability with the launch of an
online portal to enable people, especially the ‘vulnerable’ section of the Community, to shop from the
comfort of their home and have the purchased products delivered within a 24-hour time window.

Management and the Board have revised the budgets for 2020 and financial forecasts for the
subsequent two-year period 2021 and 2022 and have been examining a number of scenarios (including
stressed scenarios) under which the impact of the current crisis on the businesses of the Group is being
assessed. Management and the Board are pleased to note that as a result of the measures taken by
the Group as partly explained earlier through the introduction of an online portal and the positive spill-
over effect on customer spending on groceries as a result of closure of bars and restaurants, there is a
reasonable expectation that the Group and the parent Company will keep registering good results in

line or even better than originally planned.

Looking to the year ahead, while the economic environment remains uncertain, the Group is well
positioned for the year ahead and beyond. The Group will continue to drive business with distinct

strategies, to maximise profitability in order to deliver value for shareholders.
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Statement of directors’ responsibilities for the financial statements

The directors are required by the Maltese Companies Act, Cap. 386 to prepare financial statements
which give a true and fair view of the state of affairs of the Group and the Parent Company as at the
end of each reporting period and of the profit or loss for that period.

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

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

e selecting and applying appropriate accounting policies;

¢ making accounting estimates that are reasonable in the circumstances;

s account for income and charges relating to the accounting period on accrual basis;

» value separately the components of asset and liability items; and

e ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the Group and the Parent Company will continue in business as

a going concern.

The directors are also responsible for designing, implementing and maintaining internal control as
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error, and that comply with the Maltese Companies Act, Cap. 386. This
responsibility includes designing, implementing and maintaining such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. They are also responsible for safeguarding the assets of
the Group and the Parent Company and hence for taking reasonable steps for the prevention and

detection of fraud and other irregularities.

The financial statements of The Convenience Shop (Holding) plc for the period ended 31 December
2019 are included in the Annual Report 2019, which is available on the Parent Company's website. The
directors are responsible for the maintenance and integrity of the Annual Report on the website in view
of their responsibility for the controls over, and the security of, the website. Access to information
published on the Parent Company's website is available in other countries and jurisdictions, where
legislation governing the preparation and dissemination of financial statements may differ from

requirements or practice in Malta.
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The directors confirm that, to the best of their knowledge:

» the financial statements give a true and fair view of the financial position of the Group and the
Parent Company as at 31 December 2019, and of the financial performance and the cash flows
for the period then ended in accordance with International Financial Reporting Standards as
adopted by the EU; and

¢ the annual report includes a fair review of the development and performance of the business
and the position of the Group and the Parent Company, together with a description of the
principal risks and uncertainties that the Group and the parent Company face.

Dividends

The impact of the COVID-19 pandemic and the outlook for 2020 creates a time of great uncertainty for
the business and there is a lack of forward visibility concerning the recovery from the current crisis. At
such times, the Board of Directors believes that a prudent approach is necessary when it comes to the

declaration of dividends.

The Board declared an interim net dividend of €700,000 on 21 November 2019 but this was not paid in
full to shareholders in 2019. The Board is still proposing the payment of a final net dividend, albeit less
in view of the current circumstances of economic crisis of €300,000, for consideration at the forthcoming
Annual General Meeting. Both the interim and the final dividend will be paid in full during 2020.

Going concern

As at 31 December 2019, total assets exceeded total liabilities by €0.4 million. The Directors, at the
time of approving the financial statements, have determined that there is reasonable expectation that
the Group and the Parent Company have adequate resources to continue operating for the foreseeable
future. For this reason, the Directors have adopted the going concern basis in preparing the financial
statements. Reference is made to the outlook as explained earlier on for the financial period ending 31

December 2019 and events occurring after the statement of financial position date.

As required by Listing Rule 5.62, upon due consideration of the Company's profitability and statement
of financial position, the Directors confirm the Company’s ability to continue operating as a going

concern for the foreseeable future.
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Auditors
RSM Malta, Certified Public Accountants, have expressed their willingness to continue in office and a

resolution for their reappointment will be proposed at the Annual General Meeting.

Approved by the Board on 15 June and signed on its behalf by:

S
Benjamin Mus}at\B Charles Scerri

Chairman Non-executive Director
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CORPORATE GOVERNANCE - STATEMENT OF COMPLIANCE
for the period ended 31 December 2019

Introduction
The Prospects MTF Rules issued by the Malta Stock Exchange require qualifying companies admitted
to Prospects MTF to observe relevant corporate governance standards, in this case the Code of

Principles of Good Corporate Governance ("the Code”).

The Board of Directors (the "Board" or the “Directors”) of The Convenience Shop (Holding) plc (the
"Company") acknowledges that although the Code does not dictate or prescribe mandatory rules,
compliance with the principles of good corporate governance recommended in the Code is in the best

interests of the Company, its shareholders and other stakeholders.

The Company's decision-making structure is designed to meet the Company requirements and to

ascertain that decision making is subject to the checks and balances where this is appropriate.

General

Good corporate governance is the responsibility of the Board as a whole, and has been, and remains
a priority for the Company. In deciding on the most appropriate manner in which to implement the Code,
the Board took cognisance of the Company's size, nature and operations, and is of the opinion that the
adoption of certain mechanisms and structures is proportionate to the scale of operations which the

Company has.

The Board considers that, to the extent otherwise disclosed herein, the Company has generally been

in compliance with the Code throughout the period under review.

This Statement shall now set out the structures and processes in place within the Company and how
these effectively achieve the goals set out in the Code for the period under review. For this purpose,
this Statement makes reference to the pertinent principles of the Code and then set out the manner in
which the Board considers that these have been adhered to, and where it has not.

For the avoidance of doubt, reference in this Statement to compliance with the principles of the Code

means compliance with the Code’s main principles.

The Directors believe that for the financial period under review, the Company has generally complied
with the requirements for each of the Code's main principles. Further information in this respect is

provided hereunder.

1
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Principle One: The Company's Board of Directors

The Directors report that for the financial period under review, the Directors have provided the
necessary leadership in the overall direction of the Company and have performed their respansibilities
for the efficient and smooth running of the Company with honesty, competence and integrity. The Board
is composed of members who are fit and proper to direct the business of the Company with honesty,
competence and integrity. All the members of the Board are fully aware of, and conversant with, the
statutory and regulatory requirements connected to the business of the Company. The Board is
accountable for its performance and that of its delegates to shareholders and other relevant

stakeholders.

The Board has throughout the period under review adopted prudent and effective systems which ensure

an open dialogue between the Board and senior management.

The Company has a structure that ensures a mix of executive and non-executive directors and that
enables the Board to have direct information about the Company's performance and business activities.

Principle Two: The Company's Chairman and Chief Executive
The roles of the Chairman and the Chief Executive are held by separate individuals and the division of

responsibilities are clearly established and agreed by the Board.

The Chairman exercises independent judgment and is responsible to lead the Board and set its agenda,
whilst also ensuring that the directors receive precise, timely and objective information so that they can
take sound decisions and effectively monitor the performance of the Company. The Chairman is also
responsible for ensuring effective communication with shareholders and ensuring active engagement

by all members of the Board for discussion of complex or contentious issues.

The Chief Executive reports regularly to the Board on the business and affairs of the Company and the
Group and the commercial, economic and other challenges facing it. He is also responsible to ensure
that all submissions made to the Board are timely, give a true and correct picture of the issue or issues
under consideration, and are of high professional standards as may be required by the subject matter

concerned.

Each subsidiary within the Group has its own management structure and accounting system and
internal controls, and is governed by its own Board, whose members, are appointed by the Company
This provides sufficient delegation of powers to achieve effective management. The organisational

structure ensures that decision making powers are spread wide enough to allow proper control and

reporting systems to be in place and maintained in such a way that no one individual or small group of

individuals actually has unfettered powers of decision.

12
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Principle Three: Composition of the Board

The Board is composed of 6 members, with 3 executive and 3 non-executive Directors, with each
member offering core skills and experience that are relevant for the successful operation of the
Company. The non-executive Directors are independent from the Group. The Board is responsible for
the overall long-term strategy and general policies of the Company, of monitoring the Company’s
systems of control and financial reporting and communicating effectively with the market as and when

necessary.

The Board of Directors consists of the following:
s Benjamin Muscat — Chairman / Non-executive Director (appointed on 16 December 2018)
s Charles Scerri — Non-executive Director (appointed on 16 December 2018)
e Kevin Deguara — Non-executive Director
= Joseph Pace — Director
¢ |van Calleja - Director

¢ Manuel Piscopo - Director

In accordance with the provisions of the Company's Articles of Association, the appointment of Directors
to the Board is exclusively reserved to the Company’s shareholders, except in so far as appointment is
made by the Board to fill a casual vacancy, which appointment would be valid until the conclusion of
the next Annual General Meeting of the Company following such an appointment. In terms of the Articles
of Association, a Director shall hold office without retirement until death or until they retire or are
removed by the Company in accordance with Article 140 of the Companies Act, Cap. 386.

Mr. Benjamin Muscat and Mr. Charles Scerri are considered by the Board to be independent non-

executive members of the Board.

None of the independent non-executive Directors:
a) is or has been employed in any capacity with the Company and/or the Group;
b) has or had a significant business relationship with the Company and/or the Group;
c) has received significant additional remuneration from the Company and/or the Group;
d) has close family ties with any of the Company's executive Directors or senior employees;
e) has served on the Board for more than twelve consecutive years; or
f) is or has been within the last three years an engagement partner or a member of the audit team

of the present or former external auditor of the Company and/or the Group.

13
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Each non-executive Director has declared in writing to the Board that he undertakes:
a) to maintain in all circumstances his independence of analysis, decision and action;
b) not to seek or accept any unreasonable advantages that could be considered as compromising
his/her independence; and
¢) toclearly express his/her opposition in the event that he finds that a decision of the Board may

harm the Company.

Principle Four: The Responsibilities of the Board

The Board acknowledges its statutory mandate to conduct the administration and management of the
Company. The Board, in fulfilling this mandate and discharging its duty of stewardship of the Company,
assumes responsibility for the Company’s strategy and decisions with respect to the issue, servicing
and redemption of its bond in issue, and for monitoring that its operations are in conformity with its
commitments towards bondholders, shareholders, and all relevant laws and regulations. The Board is
also responsible for ensuring that the Company establishes and operates effective internal control and

management information systems and that it communicates effectively with the market.

Directors are entitled to seek independent professional advice at any time on any aspect of their duties
and responsibilities, at the Company's expense.

The Board has also established an Audit Committee in terms of rule 4.01.01(d) of the Prospects MTF

Rules as follows:

The Audit Committee

The Audit Committee's primary objective is to assist the Board in fulfilling its responsibilities: in dealing
with issues of risk, control and governance; and review the financial reporting processes, financial
policies and internal control structure. During the financial period under review, the Audit Committee

met four times.

Although the Audit Committee is set up at the level of the Company its main tasks are also related to

the activities of the Group.

The Board has set formal terms of establishment and the terms of reference of the Audit Committee
that establish its composition, role and function, the parameters of its remit as well as the basis for the
processes that it is required to comply with. The Audit Committee is a sub-committee of the Board and

is directly responsible and accountable to the Board.

14



THE CONVENIENCE SHOP (HOLDING) PLC
Annual Report and Consolidated Financial Statements - 31 December 2019

Furthermore, the Audit Committee has the role and function of scrutinising and evaluating any proposed
transaction to be entered into by the Company and a related party, to ensure that the execution of any
such transaction is at arm’s length and on a commercial basis and ultimately in the best interests of the

Company.

The Audit Committee is composed of 3 members:
e Charles Scerri — Chairman
s Benjamin Muscat — Member

» lvan Calleja — Member

Mr. Charles Scerri and Mr.Benjamin Muscat are non-executive Directors and qualified accountants,

who the Board considers as independent and competent in accounting.

Internal Control and Risk Management Internal Control

The Board is ultimately responsible for the Company's system of internal controls and for reviewing its
effectiveness. The Directors are aware that internal control systems are designed to manage, rather
than eliminate, the risk of failure to achieve business objectives, and can only provide reasonable, and

not absolute, assurance against normal business risks.

During the financial year under review the Company operated a system of internal controls which
provided reasonable assurance of effective and efficient operations covering all controls, including
financial and operational controls and compliance with laws and regulations. Processes are in place for

identifying, evaluating and managing the significant risks facing the Company.

Other key features of the system of internal control adopted by the Company in respect of its own

internal control as well as the control of its subsidiaries and affiliates are as follows:

Risk identification, control and reporting

The Board, with the assistance of the management team, is responsible for the identification and
evaluation of key risks applicable to the areas of business in which the Company and its subsidiaries
are involved. These risks are assessed on a continual basis with a view to control and mitigate where
deemed necessary. Major risks applicable to their areas of business are reported upon on a monthly

basis.

Information and communication
Periodic strategic reviews which include consideration of long-term financial projections and the
evaluation of business alternatives are regularly convened by the Board. An annual budget is prepared

and performance against this plan is actively monitored and reported to the Board.

15
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In conclusion, the Board considers that the Company has generally been in compliance with the
Principles throughout the period under review as befits a company of this size and nature. Non-

compliance with the principles and the reasons therefor have been identified below.

Reporting

The Group has implemented control procedures designed to ensure complete and accurate accounting
for financial transactions and to limit the potential exposure to loss of assets or fraud. Measures taken
include physical controls, segregation of duties and reviews by management. On a monthly basis the
Board receives a comprehensive analysis of financial and business performance, including reports

comparing actual performance with budgets as well as analysis of any variances.

Principle Five: Board Meetings

The Directors meet regularly to dispatch the business of the Board. The Directors are notified of
forthcoming meetings by the Company Secretary with the issue of an agenda and supporting Board
papers, which are circulated in advance of the meeting. Minutes are prepared during Board meetings
recording faithfully attendance, and resolutions taken at the meeting. The Chairman ensures that all
relevant issues are on the agenda supported by all available information, whilst encouraging the
presentation of views pertinent to the subject matter and giving all Directors every opportunity to
contribute to relevant issues on the agenda. The agenda on the Board seeks to achieve a balance

between long-term strategic and short-term performance issues.

The Board meets as often as frequently required in line with the nature and demands of the business
of the Company. Directors attend meetings on a frequent and regular basis and dedicate the necessary
time and attention to their duties as Directors of the Company. The Board met six times during the

financial period under review.

Principle Five: Board Meetings - continued
The following Directors attended Board meetings as follows:

Name Designation Number of

Meetings
Benjamin Muscat Chairman/Non-executive Director 6 out of 6
Charles Scerri Non-executive Director 6 out of 6
Kevin Deguara Non-executive Director 6 out of 6
Joseph Pace Director 6 out of 6
lvan Calleja Director 6 out of 6
Manuel Piscopo Director 6 out of 6

16



THE CONVENIENCE SHOP (HOLDING) PLC
Annual Report and Consolidated Financial Statements - 31 December 2019

Principle Six: Information and Professional Development
As part of succession planning and employee retention, the Board and Chief Executive ensure that the
Company implements appropriate schemes to recruit, retain and motivate employees and senior

management and keep a high morale amongst employees.

The Chief Executive, although responsible for the recruitment and selection of senior management,

consults with the Board on the appointment of, and on a succession plan for, senior management.

Training (both internal and external) of management and employees is a priority, coordinated through

the Company's Human Resources Department.

The Board has access to the advice and services of the company secretary who is responsible to the
board for ensuring that board procedures are complied with, as well as for ensuring sound information

flows between the Board and the Audit Committee.

Principle Seven: Evaluation of the Board’s Performance
Under the present circumstances, the Board does not consider it necessary to appoint a committee to
carry out a performance evaluation of its role, as the Board's performance is always under the scrutiny

of the shareholders of the Company.

Principle Eight: Remuneration and Nomination Commifttees

The Board of Directors considers that the size and operation of the Company does not warrant the
setting up of nomination and remuneration committee. The Company will not be incorporating a
nomination committee. Appointments to the Board of Directors are determined by the shareholders of
the Company in accordance with the company’s Memorandum and Articles of Association. The
Company considers that the members of the Board possess the level of skill, knowledge and experience

expected in terms of the Code.

Principles Nine and Ten: Relations with Bondholders and with the Market and Institutional
Shareholders

Pursuant to the Company's statutory obligations in terms of the Companies Act (Cap. 386 of the Laws
of Malta), the Annual Report and Financial Statements, the election of Directors and approval of
Directors' fees, the appointment of the auditors and the authorisation of the Directors to set the auditors’
fees, and other special business, are proposed and approved at the Company's Annual General

Meeting.

The Board is responsible for making relevant public announcements and for the Company's compliance
with its continuing obligations in terms of the rules of Prospects MTF. With respect to the Company's
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bondholders and the market in general, during the financial period under review, there were ten

Company announcements issued to the market.

Principle Eleven: Conflicts of Interest
The Directors are strongly aware of their responsibility to act at all times in the interest of the Company

and its shareholders as a whole and of their obligation to avoid conflicts of interest.

All of the Directors of the Company, except for Benjamin Muscat and Charles Scerri, are executive
officers of the Company. The executive Directors, Kevin Deguara, Joseph Pace, Ivan Calleja and
Manuel Piscopo, have a direct beneficial interest in the share capital of the Company, and as such are
susceptible to conflicts arising between the potentially diverging interests of the shareholders and the
Company. During the financial period under review, no private interests or duties unrelated to the
Company were disclosed by the Directors which were or could have been likely to place any of them in

conflict with any interests in, or duties towards, the Company.

If a Director has a continuing material interest that conflicts with the interests of the Company, he/she
is obliged to take effective steps to eliminate the grounds for conflict. In the event that such steps do

not eliminate the grounds for conflict then the Director should consider resigning.

Principle Eleven: Conflicts of Interest - continued

Moreover, the Audit Committee has the task to ensure that any potential conflicts of interest are resolved
in the best interests of the Company. Furthermore, in accordance with the provisions of article 145 of
the Companies Act (Cap. 386 of the Laws of Malta), every Director who is in any way, whether directly
or indirectly, interested in a contract or proposed contract with the Company is under the duty to fully
declare his interest in the relevant transaction to the Board at the first possible opportunity and he will
not be entitled to vote on matters relating to the proposed transaction and only parties who do not have
any conflict in considering the matter will participate in the consideration of the proposed transaction
(unless the Board finds no objection to the presence of such Director with conflict of interest).

Principle Twelve: Corporate Social Responsibility
The Company seeks to adhere to sound Principles of Corporate Social Responsibility in its
management practices and is committed to enhance the quality of life of all stakeholders and of the

employees of the Company and the Group.
The Board is mindful of the environment and its responsibility within the community in which it operates.
Since its origins, the Group chooses to recognise its social and environmental responsibilities by making

Corporate Social Responsibility an important tool to mediate and achieve an optimum balance in

responding to the different needs of the various stakeholders.
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