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DIRECTORS’ REPORT
The directors submit their report and the audited financial statements for the year ended 31 December 2019.
Principal activity

The Company's principal activity is the provision of fund management services as well as fund administration
services, in terms of the Investment Services Act, 1994. The Company also generates revenue from the
ancillary services of private client management, investment advice and financial consultancy.

The Company holds a Category 2 License and qualifies as an ‘Undertakings for Collective Investments in
Transferable Securities’ Management Company' pursuant to Directive 2009/65/EC and as an 'Alternative
Investment Fund Manager' pursuant to Directive 2011/61/EU. The Company is also recognized pursuant to
Section 9A of the Investment Services Act, 1994 to provide fund administration services

Results and dividends

The results for the year are set out in the statement of profit and loss and other comprehensive income on
page 7. There were no dividends declared during 2019 (2018: NIL). The movements in reserves are set out
on the Statement of Changes in Equity on page 9.

Review of the business

The Company generated a profit before tax for the year ended 31 December 2019 of EUR 54,674 (2018:
EUR 65,220). The financial position of the Company, as disclosed in the Statement of Financial Position
remains satisfactory; however, the directors expect the general level of operating activity will continue to
improve in the foreseeable future.

Principle risks and uncertainties

There are a number of risks that could potentially impact the activities of the Company which include, but are
not limited to the following: credit risk, liquidity risk, currency risk, compliance / legislative risk, money laundering
risks, administrative risks, etc.

The Company’s objective in managing such risks is the creation of shareholders’ value. In order to manage
and mitigate such risks, the Company employs a number of risk management and compliance tools in its day-
to-day operations. These include:

e Policies and procedures designed to reduce administrative risks and money laundering risks;
Detailed Risk Management Policies;
A Compliance Monitoring Programme including testing to assess efficacy of adopted policies and
procedures;

e Rigorous checking and approval processes for all transactions / decisions.

Financial key performance indicators

The Company measures the achievement of its objectives by assessing various Key Performance Indicators
(“KPIs”) that illustrate the financial reality of the Company and also help understand how the Company is
performing. KPIs act as good tools for the Board to determine whether the strategic targets are being achieved.

Two of the most important performance indicators used by the Board are the Gross Profit Margin and Net Profit
Margins. For this financial year the Gross Profit Margin was 60.11% (2018: 87.55%), whilst the Net Profit Margin
was 2.78% (2018: 2.81%). The main reason for the decrease in the Gross Profit Margin for the year was due
to a new substantial income stream carrying a 3% Gross Margin, reducing the average Gross Profit Margin for
the year, whilst the Net Profit Margin has remained in line with the previous years’ performance.
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DIRECTORS’ REPORT (CONTINUED)

Financial key performance indicators (continued)

The current ratio is used to measure the Company’s ability to meet it short term obligations, by measuring the
Company’s current assets to its current liabilities and expresses this in a ratio. This year's current ratio was
1.25 (2018: 2.00), showing that the Company has enough resources to meet its short-term obligations.

Finally, by measuring the level of earnings that the Company can generate from equity, the Return on Equity
(ROE) ratio is used to determine the efficiency in generating profit and the ROE for this financial year was
13.52% (2018: 11.11%).

The Board does not currently refer to non-financial KPIs, however the assessment of non-financial performance
and the associated risk management is overseen as part of the Board’s risk assessment and management
framework.

Financial Risk Management and exposure

Note 26 to the financial statements provides details in connection with the Company’s financial risk
management objectives and policies and the financial risks to which it is exposed.

Directors
During the year ended 31 December 2019, the directors were as listed on page 2.

In accordance with the Company’s Memorandum and Articles of Association, the present directors remain
in office.

Statement of Director’s responsibilities

The Companies Act, Cap. 386 of the Laws of Malta requires the directors to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the Company as at the end of the
financial year and of the profit or loss for that year.

The directors are responsible for ensuring that:

»= appropriate accounting policies have been consistently applied and supported by reasonable and
prudent judgements and estimates;

= the financial statements have been drawn up in accordance with International Financial Reporting
Standards as adopted by the European Union;

= the financial statements are prepared on the basis that the Company must be presumed to be
carrying on its business as a going concern; and

= account has been taken of income and charges relating to the accounting period, irrespective of the
date of receipt or payment.

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 to enable them to ensure that the financial
statements comply with the Companies Act, Cap. 386 of the Laws of Malta. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

Compliance with Standard License Conditions

In accordance with Standard License Conditions (“SLCs”) 5.25 of Part Bll and SLC 6.34 of Part Blll of the
Investment Services Rules for Investment Services License Holders which qualify as UCITS Management
Companies and AIFMs respectively and Investment Services Rules for Recognised Persons issued by the
MFSA, we report that during the reporting period, there were no breaches of SLCs or other regulatory
requirements that were subject to an administrative penalty or other regulatory sanctions imposed by the
MFSA.
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DIRECTORS’ REPORT (CONTINUED)
Post balance sheet events
COVID-19 ANALYSIS

The Investment Committee (IC’) of FCS Asset Management Ltd. (‘the Company’) determines the market
outlook during its IC meetings. Together with the Director overseeing the Investment Management function,
they continue to adjust their outlook depending on the emerging news and situation of the current COVID-
19, its development and its impact on various sectors of the economy. Over the past weeks, we have
witnessed large downturns in the markets and increased volatility. This has lead to a rebalancing act in the
portfolios, as past portfolios likely moved away from their intended weightings. The sharp sell off in equities
and declines in government bonds have resulted in many portfolios being underweight equities and
overweight bonds. As timing to rebalance is a delicate act in view of the still lingering uncertainty, the IC has
taken a decision to increase exposure to gold.

The Company has not suffered any loss of clients to date due to the current COVID-19 situation. It is
maintaining contact with all clients to ensure constant communication and understanding between the
parties. The Company is also undertaking an exercise of chasing all its debtors, recognising any which may
be particularly impacted due to the current situation, and putting in place repayment plans accordingly.

In terms of Business Continuity Practices (‘BCP’), during the first two weeks of March 2020, the Company
tested it's BCP arrangements and all Company employees have been working remotely since 16" March
2020, with no issues to note to date. This is applicable across all the Company’s offices in Malta, Spain and
Luxembourg as well as across all functions including Investment Management, Risk Management,
Compliance and Fund Administration. The health of its staff is of utmost importance during these times, and
we endeavor to continue providing the same service to our clients whilst maintaining the good health of our
employees.

After a booming 2019, where the US stock market rose by approximately 31%, markets around the world
have experienced massive declines due to the COVID-19 pandemic, with the S&P 500 declining by 20% by
the end of the first quarter of 2020. The Funds that the Company manage have not been an exception to this
drawdown, with the Manager noting an approximate 10% decline in Asset Under Management as a result.
Governments around the world have utilized aggressive monetary & fiscal policies in order to keep
economies afloat, but as long as the virus persists, recovery remains a distant prospect. This results in a
certain uncertainty in the markets, which is evident through the behavior of the VIX Index, which closed at
an all time high on March 16th, with actual realised volatility topped only by Black Monday (Oct 1987) and
the late 1920's during the Great Depression.

Overall, it is difficult to predict how the rest of the year will turn out, since this is vastly dependent on a vaccine
for the COVID-19 virus, or at the very least, its containment. With global death tolls rising and no end currently
in sight, one positive news is that the virus spread seems to be slowing down in China, the virus’ point of
origin. Should the rest of the world follow in this pattern, along with the support from the largest government
stimulus bills in history, which saw the markets rally to the upside, ‘breaking’ the downward pressure and
providing some relief, it is likely we will see a slight recovery in the markets in the short to medium term.
Should this be the case, the Company does not foresee further major drawdowns in its AUM for the rest of
2020.
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DIRECTORS’ REPORT (CONTINUED)
Auditors

Mazars Malta, have expressed their willingness to continue in office and a resolution for their re-appointment
will be proposed at the Annual General Meeting.

The Directors' Report was approved by the Board of Directors and was signed on its behalf by:

MR. JAIME AGURRUZA FATOSME MR. MATTHEW CAMILLERI
DIRECTOR DIRECTOR
27 April 2020




FCS ASSET MANAGEMENT LTD

Annual Financial Statements for the year ended 31 December 2019

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

for the year ended 31 December 2019

2019 2018
Notes EUR EUR
Revenue 4 1,943,677 1,384,349
Direct costs 5 (775,423) (172,332)
Gross profit 1,168,254 1,212,017
Administrative expenses 6 (1,148,556) (1,137,944)
Net impairment losses on financial assets (31,369) (8,861)
Waiver of amounts payable 30,000 -
Other income 44,677 -
Operating profit 63,006 65,212
Finance income 8 23 8
Finance costs 9 (8,355) -
Provision for impairment on investment in
subsidiary 12,500 -
Write-off of investment in subsidiary (12,500) -
Profit before tax 54,674 65,220
Income tax expense 10 (561) (26,251)
Profit for the year 54,113 38,969
Total comprehensive for the year, net of tax:
Other comprehensive income, net of tax - -
Total comprehensive income for the year 54,113 38,969

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial
statements.
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STATEMENT OF FINANCIAL POSITION
as at 31 December 2019

2019 2018
Notes EUR EUR
Assets
Non-current assets
Intangible assets 11 2,791 2,775
Property and equipment 12 25,935 29,037
Right-of-use assets 21 228,422 -
Investment in subsidiaries 13 12,000 12,000
Financial assets 14 60,993 60,993
330,141 104,805
Current assets
Trade and other receivables 15 697,426 453,298
Cash and cash equivalents 16 319,277 37,280
1,016,703 490,578
Total assets 1,346,844 595,383
Equity and liabilities
Equity
Share capital 17 125,000 125,000
Capital contribution reserve 18 44,702 44,702
Investor compensation scheme 19 1,944 -
Retained earnings 228,680 180,947
Total equity 400,326 350,649
Non-current liabilities
Lease liabilities 21 131,698 -
Current liabilities
Bank overdraft 16 821 1,632
Trade and other payables 20 695,681 201,656
Lease liabilities 21 83,824 -
Income tax payable 34,494 41,446
814,820 244,734
Total liabilities 946,518 244734
Total equity and liabilities 1,346,844 595,383

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial statements.

The financial statements on pages 7 to 40 have been authorised for issue by the Board of Directors, and were
signed on its behalf on 27 April 2020:

—k——

MS. JAIME AGURRUZA FATOSME MR. MATTHEW CAMILLERI
DIRECTOR DIRECTOR
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STATEMENT OF CASH FLOWS
for the year ended 31 December 2019

Cash flows from operating activities

Profit before taxation

Depreciation and amortisation

Investment income

Finance costs

Provision for impairment

Write-off of investment in subsidiary

Net impairment losses on financial assets

Movement in working capital:
Movement in trade and other receivables
Movement in trade and other payables

Cash generated from operations

Investment income
Tax paid

Net cash generated from/(used in) operating activities

Cash flow from investing activity

Purchase of intangible fixed assets
Purchase of property and equipment

Net cash used in investing activity

Cash flows from financing activities

Movements in amounts due/from related parties
Repayment of lease liability

Net cash (used in)/generated from financing activities

Net movement in cash and cash equivalents

Cash and cash equivalents at the beginning
of the year

Cash and cash equivalents at the end of the year

2019 2018
Note EUR EUR
54,674 65,220
107,307 4,896
(23) (8)
8,355 -
(12,500) -
12,500 -
31,369 8,861
(263,976) (150,723)
494,025 79,808
431,731 8,054
23 8
(7,513) -
424,241 8,062
(1,255) (3,700)

- (7,319)

(1,255) (11,019)
(22,694) 5,087
(117,484) -
(140,178) 5,087
282,808 2,130
35,648 33,518
16 318,456 35,648

The accounting policies and explanatory notes on pages 11 to 40 form an integral part of the financial

statements.
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NOTES TO THE FINANCIAL STATEMENTS
1. GENERAL INFORMATION

FCS Asset Management Ltd (the “Company”) was incorporated on 28 October 2011 as a limited liability
company under the terms of the Companies Act, Cap. 386 of the Laws of Malta.

On 28 October 2011, further to an application made to the MFSA, FCS Asset Management Ltd was granted
a Category 2 Licence, authorising to act as a Maltese Management Company and to provide any
Investment Service, and to hold or control Clients’ Money or Customers’ Assets, but not to deal for their
own account or underwrite.

On 10 March 2014, the Company has also been granted a recognised certificate by the Malta Financial
Services Authority pursuant to Section 9A of the Investment Services Act, Cap 370 of the Laws of Malta
to provide Fund Administration services.

On the 4th June 2014, the MFSA granted an extension to Company’s license so that it can provide Investment
Advisory Services for Professional Clients and Eligible Counterparties. This license was then superseded
when the Company qualified as an Alternative Investment Fund Manager pursuant to Directive 2011/61/EU
in addition to its UCITS Management Company License.

Principal activities

The principal activities of the Company are to provide investment management services to professional
investor funds and retail collective investment schemes, fund administration services and to carry out any
activities as ancillary to the above as necessary. The following table provides an overview of the size and
composition of the funds managed by the Company as at 31 December 2019. The table below shows the
split between the total number of AlFs, Undertakings for the Collective Investment of Transferable Securities
(“UCITS”) and other funds managed by the Company.

Number AUM % of
of funds EUR AUM
AlFs 3 26,007,589 24.03
UCITS 6 61,109,387 56.47
Other 1 21,094,735 19.49
Total 10 108,211,712 100.00

2. BASIS OF PREPARATION
2.1 BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

These financial statements have been prepared under the historical cost convention, except for certain
financial instruments, which are stated at their fair values. These financial statements are in accordance
with International Financial Reporting Standards (IFRS) as adopted by the European Union (EU) and
comply with the Companies Act, Cap. 386 of the Laws of Malta. The financial statements have also been
prepared on a going concern basis.

The financial statements of the Company are presented in its functional currency, the Euro.

11
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2 BASIS OF PREPARATION (CONTINUED)
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Property and equipment

Property and equipment is stated at cost, net of accumulated depreciation and accumulated impairment
losses, if any. Such cost includes the cost of replacing part of the property and equipment. The Company’s
property and equipment consist of computer equipment and furniture, as well as other property held in
Spain.

Property and equipment are initially measured at cost. Subsequent costs are included in the asset’s
carrying amount when it is probable that future economic benefits associated with item will flow to the
Company and the cost of the item can be measured reliably. Maintenance and repairs, which do not extend
the useful lives of the respective assets, are charged to expense as incurred.

Property and equipment are derecognised on disposal or when no future economic benefits are expected
from their use or disposal. Gains or losses arising from derecognition represent the difference between the
net disposal proceeds, if any, and the carrying amount, and are included in the profit or loss in the period
of derecognition.

Depreciation
Depreciation commences when the depreciable assets are available for use and is charged to profit or

loss so as to write off the cost, less any estimated residual value, over their estimated useful lives, using
the straight-line method, on the following bases:

Computer equipment - 25% per annum
Furniture - 25% per annum
Other property - By equal annual instalments over the

remaining term of the lease

The depreciation method applied, the residual value and the useful life are reviewed, and adjusted if
appropriate, at each financial position date.

Intangible assets

Intangible assets include website development that has a definite useful life and is measured at cost less
accumulated amortisation and any accumulated impairment losses. Intangible assets are recognised only
if it is probable that the expected future economic benefits that are attributable to the asset will flow to the
entity and the cost can be measured reliably. Subsequent expenditure is capitalised only when it increases
the future economic benefits embodied in the specific asset.

Amortisation is calculated to write down the carrying amount of the intangible asset using the straight-line
method over its expected useful life. Amortisation of an asset begins when it is available for use and ceases
at the earlier of the date that the asset is classified as held for sale (or included in a disposal group that is
classified as held for sale) or the date that the asset is derecognised.

Amortisation method, useful life and residual value

The amortisation of computer software is based on a useful life of 4 years and is charged to profit or loss.

The amortisation method applied, the residual value and the useful life are reviewed on a regular basis
and when necessary, revised with the effect of any changes in estimate being accounted for prospectively.

12
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2, BASIS OF PREPARATION (CONTINUED)

2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Intangible assets (continued)

Derecognition of intangible assets

Intangible assets are derecognised on disposal or when no future economic benefits are expected from
their use or disposal. Gains and losses arising from derecognition represent the difference between the
net proceeds (if any) and the carrying amount and are included in profit or loss in the period of
derecognition.

Financial instruments

Financial assets and financial liabilities are recognised when the company becomes a party to the
contractual provisions of the instrument. Financial assets and financial liabilities are initially recognised at
their fair value plus directly attributable transaction costs for all financial assets or financial liabilities not
classified at fair value through profit or loss.

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet when
the company has a legally enforceable right to set off the recognised amounts and intends either to settle
on a net basis or to realise the asset and settle the liability simultaneously.

Financial assets are derecognised when the contractual rights to the cash flows from the financial assets
expire or when the entity transfers the financial asset and the transfer qualifies for derecognition.

Financial liabilities are derecognised when they are extinguished. This occurs when the obligation specified
in the contract is discharged, cancelled or expires.

An equity instrument is any contract that evidences a residual interest in the assets of the company after
deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of direct issue
costs.

(i) Trade and other receivables

Trade receivables are recognised initially at the amount of consideration that is unconditional unless
they contain significant financing components, when they are recognised at fair value. The Company
holds trade receivables with the objective to collect the contractual cash flows and therefore measure
them subsequently at amortised cost using the effective interest method. Details about the Company’s
impairment policies and the calculation of the loss allowance are provided in note 26.

(ii) Trade and other payables

These amounts represent liabilities for services provided to the Company prior to the end of the
financial year which are unpaid. Trade and other payables are presented as current liabilities unless
the payment is not due within 12 months after the reporting period. They are recognised initially at
their fair value and subsequently measured at amortised cost using the effective interest method.

(iii) Shares issued by the company

Ordinary shares issued by the company are classified as equity instruments.

13
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2. BASIS OF PREPARATION (CONTINUED)
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investment in subsidiaries

A subsidiary is an entity that is controlled by the company. Control is the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities.

Investments are accounted for on the basis of direct equity interest and are stated at cost less any
accumulated impairment losses. Income from the investment is recognised only to the extent of the
distributions received by the company from post-acquisition profits. Distributions received in excess of such
profits are regarded as a recovery of investment and are recognised as a reduction of the cost of the
investment.

Financial assets
Classification
From 1 January 2018, the Company classifies its financial assets in the following measurement categories:
e Those to be measured subsequently at fair value (either through other comprehensive income or
through profit or loss), and

e Those to be measured at amortised cost

The classification depends on the entity’s business mode for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or other
comprehensive income. For investments in equity investments that are not held for trading, this will depend
on whether the Company has made an irrevocable election at the time of initial recognition to account for
the equity investment at fair value through other comprehensive income (FVOCI).

The Company reclassifies debt investments when and only when its business model for managing those
assets changes.

The Company classifies the following financial assets at fair value through profit or loss (FVPL):
Debt investments that do not qualify for measurement at either amortised cost or FVOCI
Equity investments that are held for trading, and
Equity investments for which the entity has not elected to recognise fair value gains and losses
through OCI

Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on which the
Company commits to purchase or sell the asset.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Company has transferred substantially all the risks and rewards
of ownership.

Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (FVPL), transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of financial assets carried at FVPL are expensed in
profit or loss.

14
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2, BASIS OF PREPARATION (CONTINUED)

2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (continued)

Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Company’s
management has elected to present fair value gains and losses on equity investments in OCI, there is no
subsequent reclassification of fair value gains and losses to profit or loss following the derecognition of the
investment. Dividends from such investments continue to be recognised in profit or loss as other income
when the Company'’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in other gains/(losses) in the statement
of profit or loss as applicable. Impairment losses (and reversal of impairment losses) on equity investments
measured at FVOCI are not reported separately from other changes in fair value.

Impairment
IFRS 9: A new provisioning approach was introduced by the Standard,

From 1 January 2018, the Company assess, on a forward-looking basis, the expected credit losses
associated with its debt instruments carried at amortised cost. The impairment methodology applied
depends on whether there has been a significant increase in credit risk. For trade receivables, the
Company applies the simplified approach permitted by IFRS 9, which requires expected lifetime losses to
be recognised from initial recognition of the receivables.

The impairment provisions of IFRS 9 resulted in a provision for expected credit losses on trade receivables
and accrued income of EUR 40,230 (2018: EUR 8,861), however, the impact on other receivables was not
considered to be material.

As cash at bank balances are demand deposits, a 1-day probability of default has been applied, based on
the respective external ratings of the counterparty banks. Currently the Company holds its cash at bank
balances with reputable and investment grade rated banking institutions (31 December: BBB by Standard
& Poor’s and A3 by Moody’s) and also with a reputable but unrated banking institution. The estimated 12
month expected credit losses in terms of IFRS 9 were not considered to be material.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received or receivable for services provided in the normal course of business, net of value added tax and
discounts, where applicable. The following specific recognition criteria must also be met before revenue is
recognised:

(i Investment management services, performance fees and fund administration services
Revenue from the provision of services is recognised in the period in which the services are rendered,
by reference to the completion of the specific translation assessed on the basis of the actual services
provided as a proportion of the total services to be provided.

(ii) Interest income

Interest income is accrued on a timely basis, by reference to the principal outstanding and at the

effective interest rate applicable, which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to the assets’ net carrying amount.
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2. BASIS OF PREPARATION (CONTINUED)
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cost and expenses

Expenses are generally recognised when the services are used, or the expenses arise. These are incurred
in the direction and general administration of the day-to-day operation of the Company.

Employee benefits

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

Taxation

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also dealt with in equity.

The charge for current tax is based on the taxable result for the period. The taxable result for the period
differs from the result as reported in profit or loss because it excludes items which are non-assessable or
disallowed and it further excludes items that are taxable or deductible in other periods. It is calculated using
tax rates that have been enacted or substantively enacted by the financial position date.

Deferred tax is accounted for using the statement of financial position liability method in respect of
temporary differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax
assets, including deferred tax assets for the carry forward of unused tax losses and unused tax credits, are
recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised.

Deferred tax assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition of other assets and liabilities in a transaction that
affects neither accounting profit nor taxable profit.

The carrying amount of deferred tax assets is reviewed at each financial position date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
asset to be utilised.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised
or the liability is settled, based on tax rates that have been enacted or substantively enacted by the financial
position date.

Deferred tax assets and liabilities are offset when the company has a legally enforceable right to settle its
current tax assets and liabilities on a net basis.

Currency translation

The financial statements of the Company are presented in its functional currency, the Euro, being the
currency of the primary economic environment in which the Company operates.

Transactions in foreign currencies are initially recorded at the functional currency spot rates at the date the
transaction first qualifies for recognition.

16



FCS ASSET MANAGEMENT LTD
Annual Financial Statements for the year ended 31 December 2019

2, BASIS OF PREPARATION (CONTINUED)
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Currency translation (continued)

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency
spot rates of exchange at the reporting date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value is determined. The gain or loss arising on translation of non-monetary items
measured at fair value is treated in line with the recognition of gain or loss on change in fair value of the
item (i.e., translation differences on items whose fair value gain or loss is recognised in other
comprehensive income or profit or loss are also recognised in other comprehensive income or profit or
loss, respectively).

Leases

At the inception of a contract, the company assess whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. To assess whether a contract conveys the right to control the use of
an identified asset, the company uses the definition of a lease in IFRS 16.

Until the 2018 financial year, leases of property were classified as an operating lease. From 1 January
2019, leases are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased asset is available for use by the Company.

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred, less any incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The
estimated useful lives of the right-of-use assets are determined on the same basis as those of property,
plant and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any,
and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the company’s incremental borrowing rate. Generally, the company uses its incremental
borrowing rate as the discount rate. Lease payments included in the measurement of the lease liability
include fixed payments, variable lease payments that depend on an index or a rate and lease payments in
an optional renewal period that the company is reasonably certain to exercise an extension option

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when
there is a change in future lease payments arising from a change in an index or rate, if there is a change
in the company’s estimate of the amount expected to be payable under a residual value guarantee, or if
the company changes its assessment of whether it will exercise an extension or termination option.

When the lease liability is re-measured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or
loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance
of the liability for each period.
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2, BASIS OF PREPARATION (CONTINUED)
2.2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases (continued)

Accounting policy up to 31 December 2018

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at the inception date. The arrangement is assessed for whether fulfilment of the arrangement
is dependent on the use of a specific asset or assets or the arrangement conveys a right to use the asset
or assets, even if that right is not explicitly specified in an arrangement.

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards incidental to ownership to the lessee. All other leases are classified as operating leases.
Lease classification is made at the inception of the lease, which is the earlier of the date of the lease
agreement and the date of commitment by the parties to the principal provisions of the lease.

Finance leases are capitalised at the lease’s inception at the fair value of the lease property, or if lower,
the present value of the minimum lease payments. The corresponding rental obligations, net of finance
charges, are included in payables. Each lease payment is allocated between the liability and finance cost.
The finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period. The property acquired under finance
leases is depreciated over the asset’'s useful life or over the short of the asset’s useful life and the lease
term if there is no reasonable certainty that the Company will obtain ownership at the end of the lease
term.

Operating lease payments are recognised as an operating expense in the income statement on a straight-
line basis over the lease term.

Related parties

Related parties are defined as related if one party empowers another to exercise the control or significant
influence over the other party in making financial and operating decisions.

Related parties to the Company are defined as shareholders, employees, members of the management
board, their close relatives and companies that directly or indirectly through one or more intermediaries,
control or are controlled by, or are under common control with the company except if it is impossible for
one of the parties to exercise the control or significant influence over the other party in making financial
and operating decisions.

Cash and cash equivalents

Cash and cash equivalents comprise of cash at bank and in hand. Bank overdrafts that are repayable on
demand and form part of an integral party of the Company’s cash management are included as a
component of cash and cash equivalents for the purpose of the statement of cash flows and are presented
in current liabilities in the statement of financial position.
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2. BASIS OF PREPARATION (CONTINUED)

2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting policies adopted are consistent with those of the previous financial period
except as follows:

The Company has adopted the following new and amended IFRS and IFRIC interpretations as of 1 January
2019:

. IFRS 16 — Leases

At the simplest level, the accounting treatment of leases by lessees changed fundamentally. IFRS 16
eliminates the current dual accounting model for lessees, which distinguishes between on-balance sheet
finance leases and off-balance sheet operating leases. Instead, there is a single, on-balance sheet
accounting model that is similar to current finance lease accounting.

Lessor accounting remains similar to current practice — i.e. lessors continue to classify leases as finance
and operating leases.

For lessees, the lease becomes an on-balance sheet liability that attracts interest, together with a new
asset on the other side of the balance sheet. In other words, lessees will appear to be more asset-rich but
also more heavily indebted.

The impacts are not limited to the balance sheet. There are also changes in accounting over the life of the
lease. The company will now recognise a front-loaded pattern of expense for most leases, even when they
pay constant annual rentals.

Upon implementation of the standard there is a choice of full retrospective application (i.e. restating
comparatives as if IFRS 16 had always been in force), or retrospective application without restatement of
prior year comparatives. This results in the cumulative impact of adoption being recorded as an adjustment
to equity at the beginning of the accounting period in which the standard is first applied (the date of initial
application).

On initial application, the Company recognized lease liabilities of EUR 273,988 as at 1 January 2019 and
a right-of-use asset of EUR 269,552. An adjustment of EUR 4,436 was passed in retained earnings. Further
disclosures on the impact of the adoption of IFRS 16 leases are found in note 24.

. IFRIC 23 — Uncertainty over Income Tax Treatments

The interpretation clarifies application of recognition and measurement requirements in IAS 12 Income
Taxes when there is uncertainty over income tax treatments. The Interpretation specifically addresses the
following;

Whether an entity considers uncertain tax treatments separately
The assumptions an entity makes about the examination of tax treatments by taxation authorities
How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits
and tax rates

o How an entity considers changes in facts and circumstances

The application of these amendments did not have a material effect on the Company’s financial statements.
. Amendments to IFRS 9: Prepayment Features with Negative Compensation

The Board has issued a narrow scope amendment to IFRS 9 to enable companies to measure at amortised
cost some prepayable financial assets with negative compensation. The assets affected that include some

loans and debt securities would otherwise have been measured at fair value through profit and loss
(FVTPL).
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2. BASIS OF PREPARATION (CONTINUED)
2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

The accounting policies adopted are consistent with those of the previous financial period
except as follows (continued):

. Amendments to IFRS 9: Prepayment Features with Negative Compensation (continued)

Negative compensation arises where the contractual terms permit the borrower to prepay the instrument
before its contractual maturity, but the prepayment amount could be less than unpaid amounts of principal
and interest. However, to qualify for amortised cost measurement the negative compensation must be
reasonable compensation for early termination of the contract.

The application of these amendments did not have a material effect on the Company’s financial statements.
. Amendments to IAS 19: Plan Amendment, Curtailment or Settlement

The application of these amendments did not have a material effect on the Company’s financial statements.
. Amendments to IAS 28 : Long term Interests in Associates and Joint Ventures

The issue relates to whether the measurement, in particular relating to impairment, of long term interests
in associates and joint ventures that in substance form part of the net investment in the associate or joint
venture should be governed by IFRS 9, IAS 28 or a combination of both.

IFRS 9 Financial Instruments excludes interests in associates and joint ventures accounted for in
accordance with IAS 28 Investments in Associates and Joint Ventures. However some stakeholders have
said it is not clear whether that exclusion applies only to interests in associates and joint ventures to which
the equity method is applied.

In this amendment the IASB clarified that the exclusion in IFRS 9 applies only to interests a company
accounts for using the equity method. A company applies IFRS 9 to other interests in associates and joint
ventures, including long term interests to which the equity method is not applied and that, in substance,
form part of the net investment in those associates and joint ventures.

In October 2017, the Board issued Long Term interests in Associates and Joint Ventures (Amendments to
IAS 28). The amendments clarify that a company applies IFRS 9 Financial Instruments to long term
interests in an associate or joint venture that form part of the net investment in the associate or joint venture.

The application of these amendments did not have a material effect on the Company’s financial statements.
. Annual Improvements to IFRS Standards 2015 — 2017 Cycle
The amendments made during the 2015-2017 cycle are listed below:

e IFRS 3 Business Combinations - A company remeasures its previously held interest in a
joint operation when it obtains control of the business.

e |FRS 11 Joint Arrangements - A company does not remeasure its previously held interest
in a joint operation when it obtains joint control of the business.

e |AS 12 Income Taxes - A company accounts for all income tax consequences of dividend
payments in the same way.

e |AS 23 Borrowing Costs - A company treats as part of general borrowings any borrowing
originally made to develop an asset when the asset is ready for its intended use or sale.

The application of these amendments did not have a material effect on the Company’s financial statements.
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2. BASIS OF PREPARATION (CONTINUED)
2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

Standards, interpretations and amendments to published standards as adopted by the EU that are
not yet effective for financial periods beginning on 1 January 2019

. Amendments to References to the Conceptual Framework in IFRS Standards — effective 1 January
2020

The revised Conceptual Framework includes: a new chapter on measurement; guidance on reporting
financial performance; improved definitions and guidance—in particular the definition of an asset and a
liability; and clarifications in important areas, such as the roles of stewardship, prudence and measurement
uncertainty in financial reporting.

The directors are of the opinion that the amendments to the framework will not have a material impact
on the financial statements of the company.

. Amendments to IAS 1 and IAS 8 Definition of Material - effective 1 January 2020

In October 2018, the IASB issued amendments to IAS 1 Financial Statement Presentation and IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors to clarify the definition of ‘material’ in
the context of applying IFRS. As the concept of what is and is not material is crucial in preparing financial
statements in accordance with IFRS, a change in the definition may fundamentally affect how preparers
make judgments in preparing financial statements.

These amendments are a component of the IASB’s ‘Disclosure Initiative’ project, which is intended to
simplify financial statements and increase their usability.

The new definition changes the “bar” at which the definition is applied. The previous definition used the
term “could” in the context of whether users are potentially affected, which has been interpreted broadly.
The revised definition adjusts this to use the terminology “could reasonably be expected”, which adds the
element of reasonability, rather than any potential effect on users.

The revised definition also narrows the definition of those who may be affected from the previous term of
“users” to “primary users”, which further narrows the view of what may be material in a given circumstance.

Finally, the revised definition adds the concept that obscuring information may also be relevant in
determining whether an element is material to primary users. For example, disclosure of a significant
subsequent event would generally receive more prominence in the order in which it is presented in financial
statements than insignificant disclosures.

The directors are of the opinion that the amendments to the framework will not have a material impact
on the financial statements of the company.

° Amendments to IFRS 9, IAS 39 and IFRS 7: Interest Rate Benchmark Reform - effective 1 January
2020

The IASB has issued amendments to IFRS 9, IAS 39 and IFRS 7 that provide certain reliefs in connection
with interest rate benchmark reform. The reliefs relate to hedge accounting and have the effect that IBOR
reform should not generally cause hedge accounting to terminate. However, any hedge ineffectiveness
should continue to be recorded in the income statement. Given the pervasive nature of hedges involving
IBOR-based contracts, the reliefs will affect companies in all industries.

21



FCS ASSET MANAGEMENT LTD
Annual Financial Statements for the year ended 31 December 2019

2. BASIS OF PREPARATION (CONTINUED)
2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

Standards, interpretations and amendments to published standards as adopted by the EU that are
not yet effective for financial periods beginning on 1 January 2019 (continued)

. Amendments to IFRS 9, IAS 39 and IFRS 7: Interest Rate Benchmark Reform - effective 1 January
2020 (continued)

The amendment requires disclosure of the nominal amount of hedging instruments to which the reliefs
are applied, any significant assumptions or judgements made in applying the reliefs, and qualitative
disclosures about how the entity is impacted by IBOR reform and is managing the transition process.

The directors are of the opinion that the amendments to the framework will not have a material impact
on the financial statements of the Company.

Standards, interpretations and amendments issued by the International Accounting Standards
Board (IASB) but not yet adopted by the European Union:

e |FRS 17 - Insurance Contracts
e Amendment to IFRS 3 Business Combinations

The Directors are assessing the impact that the adoption of these Financial Reporting Standards will
have in the financial statements of the Company in the period of initial application.

3. JUDGMENT IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances.
The estimates and assumptions that have a significant risk of affecting the reported amount of assets and
liabilities within the next financial year are discussed below.

As noted in note 29, an assessment has been performed subsequent to the financial position date, of the
potential impact of the COVID-19 pandemic on the Company. As already noted, the Company has
witnessed a 10% decrease in the assets under management. This decrease will have a direct impact on
the revenue generated by the Company that is expected to be compensated by a counter impact on the
direct costs incurred. Hence, the Company is not expecting any significant changes to the gross profit
margin for the subsequent year.

The effect of such a pessimistic scenario on profits reported in future periods could be of 1% overall
decrease in Gross profits. Additionally, the pandemic and subsequent economic impact makes estimations
of all types more uncertain. A further 5% decline in assets under management, would have a further impact
of 3% decrease in Gross profits.

Leases
In determining the lease term, management considers all facts and circumstances that create an economic

incentive to exercise an option. Extension options are only included if the lease term is reasonably certain
to be extended.
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3.

JUDGMENT IN APPLYING ACCOUNTING POLICIES AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Impairment of financial assets

The loss allowances for financial assets are based on assumptions about risk of default and expected loss
rates. The Company uses judgement in making these assumptions and selecting the inputs to the
impairment calculation, based on the Company’s past history, existing market conditions as well as forward
looking estimates at the end of each reporting period. Details of the key assumptions and inputs used are
disclosed in note 26.

4,

REVENUE

2019 2018
EUR EUR
Management and performance fees (i) 961,474 637,204
Administration fees (ii) 76,715 111,575
Professional services and disbursements (iii) 905,488 635,570
1,943,677 1,384,349

() Management and performance fees

The managed funds pay the Company a monthly management fee calculated at rate between 0.04%
and 3% (2018: 0.04% and 1.85%) per annum of the net asset value of the fund.

The Company is also entitled to receive a performance fee on the appreciation of the net asset value
of the fund and is charged annually. A performance fee of EUR 28,525 (2018: NIL) was received
during the year.

(ii) Administration fee

Two funds administered by the Company pay a monthly administration fee subject of 0.02% and
0.08% (2018: 0.02% and 0.08%) of the Net Asset Value of the fund per annum, subject to minimum
fees of between EUR 1,250 and EUR 3,000 (2018: EUR 1,250 and EUR 3,000) per month.

(iii) Professional services and disbursements

Revenue from professional services is mainly generated from advisory and support services
provided to related parties.
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5. DIRECT COSTS

2019 2018

EUR EUR

Introducer fees (i) 463,159 69,437
Administration fees (i) 169,215 76,116
Other direct costs 143,049 26,779
775,423 172,332

() Direct costs

The Company has appointed third party service providers to provide marketing, research,
administrative and advisory services to the Company. Such serves entitle them to introducers fees
and advisory fees. Fees paid by the Company during the year ended 31 December 2019 amounted
to EUR 775,423 (2018: EUR 172,332). Introducer fees paid to directors and other related parties
during the year ended 31 December 2019 amounted to EUR 25,771 (2018: EUR 31,708).

6. ADMINISTRATIVE EXPENSES

The profit before tax is stated after charging:

2019 2018

EUR EUR

Accounting fees 38,195 25,572
Audit fee 10,000 12,000
Bad debts written-off 94,542 -
Computer related expenses 119,304 153,598
Depreciation and amortisation 107,307 4,896
Directors remuneration 145,005 193,718
General expenses 18,658 49,238
Insurance 16,932 9,048
Legal and professional fees 143,517 182,986
Rent - 97,395
Salaries and wages 401,416 336,446
VAT expense absorbed 14,001 11,329
Other expenses 39,679 61,718
1,148,556 1,137,944
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7. STAFF COSTS

2019 2018
EUR EUR

Total staff costs
Directors’ remuneration 145,005 193,718
Salaries 316,172 264,131
Other staff benefits 11,344 14,618
National insurance contributions 73,900 57,697
546,421 530,164

The average number of persons employed by the Company during the year was 12 (2018: 12).

2019 2018
Number Number
Key management personnel 4 4
Administration 8 8
12 12
2019 2018
EUR EUR

Staff costs reported under FSS
Directors’ remuneration 116,731 149,259
Salaries 239,892 203,910
National insurance contributions 17,410 18,387
374,033 371,556

8. FINANCE INCOME
2019 2018
EUR EUR
Interest income on banks 23 8
9. FINANCE COSTS

2019 2018
EUR EUR
Finance charges payable for lease liabilities 8,355 -
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10. INCOME TAX EXPENSE

2019 2018
EUR EUR
Current tax (561) (26,251)

The tax on the Company's profit before tax is equal to the theoretical tax expense that would arise
using the applicable tax rate in Malta of 35%. The tax charge is comprised of the following:

2019 2018
EUR EUR
Profit before tax 54,674 65,550
Tax at the applicable rate of 35% (19,136) (22,827)
Tax effect of:
Deferred tax not recognised in the current year (4,196) (3,153)
Over-provision of prior periods tax charge 7,683 -
Over-provision of prior year tax charge due to
eventual claiming of group tax losses 15,357 -
Non-temporary differences (271) (271)
Other differences 2 -
Tax charge (561) (26,251)

At 31 December 2019, the Company has unrecognised deferred tax assets amounting to EUR
14,566 (2018: EUR 4,442) arising from temporary differences on non-current assets and provisions
for expected credit losses on trade receivables.
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11. INTANGIBLE ASSETS

Website
EUR

Cost
At 1 January 2018 -
Additions 3,700
At 31 December 2018 3,700
Additions 1,255
At 31 December 2019 4,955
Accumulated amortisation
At 1 January 2018 -
Charge for the year 925
At 31 December 2018 925
Charge for the year 1,239
At 31 December 2019 2,164
Carrying amount
At 31 December 2019 2,791
At 31 December 2018 2,775
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12. PROPERTY AND EQUIPMENT

Computer Furniture & Other
equipment fittings property Total
EUR EUR EUR EUR
Cost
At 1 January 2018 13,987 7,212 24,000 45,199
Additions 7,319 - - 7,319
At 31 December 2018 21,306 7,212 24,000 52,518
Additions - - - -
At 31 December 2019 21,306 7,212 24,000 52,518
Accumulated depreciation
At 1 January 2018 12,389 6,346 775 19,510
Charge for the year 2,331 866 774 3,971
At 31 December 2018 14,720 7,212 1,549 23,481
Charge for the year 2,328 - 774 3,102
At 31 December 2019 17,048 7,212 2,323 26,583
Carrying amount
At 31 December 2019 4,258 - 21,677 25,935
At 31 December 2018 6,586 - 22,451 29,037
13. INVESTMENT IN SUBSIDIARIES
EUR
Cost
At 1 January 2018 and 31 December 2018 24,500
Disposal (12,500)
At 31 December 2019 12,000
Impairment
At 1 January 2018 and 31 December 2018 12,500
Reversal of impairment on disposal (12,500)
At 31 December 2019 -
Carrying amount
At 31 December 2019 12,000
At 31 December 2018 12,000
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13. INVESTMENT IN SUBSIDIARIES (CONTINUED)

Country of
Shareholding % Incorporation
2019 2018
FCS Fund Services GP S.a.r.l. (a) - 100% Luxembourg
FCS General Partner SARL 100% 100% Luxembourg

(a) FCS Fund Services GP S.a.r.l liquidated in the current year and was therefore written-off at a
loss of EUR 12,500. The allowance for impairment recognised in previous years was fully
reversed upon the write-off of the investment.

14. FINANCIAL ASSETS

The Company holds the following financial assets:

Financial assets 2019 2018
EUR EUR
Financial assets at fair value through profit of loss (FVPL) 60,993 60,993

The Company’s exposure to various risks associated with the financial assets is discussed in note
25. The maximum exposure to credit risk at the end of the reporting period is the carrying amount of
each class of financial assets mentioned above.

15. TRADE AND OTHER RECEIVABLES

2019 2018

EUR EUR

Trade receivables 152,495 40,032
Trade receivables from related parties 460,756 228,633
Accrued income 7,764 157,424
Prepayments 19,882 8,600
Amount due from directors - 6,814
Amounts due from parent 31,294 99
Amounts due from other related parties - 1,687
Other taxation 15,749 8,296
Other receivables 9,486 1,713
697,426 453,298

Trade receivables are non-interest bearing and normally on 30-60 day terms. These are stated net
of provision for expected credit losses of EUR 40,152 (2018: EUR 7,356). Accrued income is stated
net of provision for expected credit losses of EUR 78 (2018: EUR 1,505).

Amounts due from directors, parent company and other related parties are unsecured, interest free
and repayable on demand.
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15.

16.

17.

TRADE AND OTHER RECEIVABLES (CONTINUED)

As at 31 December, the ageing analysis of trade receivables and receivables from related parties is

as follows:
30-90 90-180 180+
Total Current days days days
EUR EUR EUR EUR EUR
2019
Gross carrying amount 653,403 265,077 84,355 41,274 262,697
Loss allowance (40,152) (5,316) (2,252) (4,548) (28,036)
613,251 259,761 82,103 36,726 234,661
2018
Gross carrying amount 276,021 88,242 153,983 7,491 26,305
Loss allowance (7,356) (792) (2,061) (874) (3,629)
268,665 87,450 151,922 6,617 22,676
CASH AND CASH EQUIVALENTS
2019 2018
EUR EUR
Cash at banks 319,240 37,255
Cash on hand 37 25
319,277 37,280
Bank overdraft (821) (1,632)
318,456 35,648
SHARE CAPITAL
2019 2018
EUR EUR
Authorised
250,000 ordinary shares of EUR1.00 each 250,000 250,000
Issued and fully paid
125,000 ordinary shares of EUR1.00 each 125,000 125,000
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18.

19.

20.

CAPITAL CONTRIBUTION RESERVE

In the prior year, a resolution was passed whereby it was agreed between the Company and its
parent to make a gratuitous donation of EUR 44,702. Such a contribution has contributed towards
the financial resource requirement of the Company.

The balance comprises of a shareholders’ balance which is gratuitous, unsecured and interest-free.

INVESTOR COMPENSATION SCHEME RESERVE

In terms of the Investment Services Act, Category 2 licence holders are required to participate in
and contribute towards an investor compensation scheme. The total contribution of the scheme in
any one year shall be divided into a fixed and variable contribution.

Fixed contribution

During the year under review, the Company made a contribution of EUR 2,912 (2018: EUR 2,912),
towards the scheme. This amount is included in other operating expenses.

Variable contribution

The variable contribution is calculated by applying the higher of EUR 699 or an amount of 0.1% of
the total revenue of the licence holder on an annual basis. If the investor compensation scheme
reserve is more than the variable contribution, then no transfer to the investor compensation scheme
reserve will be made. This implies that when a variable contribution is higher than the investment
scheme reserve, toe licence holder shall be required to make a variable contribution for the
difference to ensure that the higher amount is always on reserve.

TRADE AND OTHER PAYABLES

2019 2018

EUR EUR

Trade payables 89,900 92,911
Amounts due to shareholder 1 1
Amounts due to other related parties 42,990 42 990
Accruals and other payables 512,701 48,092
Wages payable 27,012 -
Other taxation 23,077 17,662
695,681 201,656

Trade payables are non-interest bearing and are normally on 30-day term.

Amounts due to shareholder and related parties are unsecured, interest free and repayable on
demand.
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21. LEASES

This note provides the information for leases when the Company is a lessee.

() Amounts recognised in the statement of financial position

2019 1 January
2019
EUR EUR

Right-of-use asset
Property 228,422 269,552

Lease liabilities

Current 83,824 58,466
Non-current 131,698 215,522
215,522 273,988

For adjustments on adoption of IFRS 16 on 1 January 2019, please refer to note 23.

(i) Amounts recognised in the statement of comprehensive income
2019 2018
EUR EUR
Depreciation charge of right-of-use asset (102,966) -
Interest expense (included in finance costs) (8,355) -
(111,321) -

Whereas the total amount being reflected in the statement of profit or loss and other comprehensive
income is equal to EUR 111,321, the total cash outflows for leases in 2019 were EUR 117,484.

22, COMMITMENTS AND CONTINGENCIES
Operating lease commitments - Company as lessee

From 1 January 2019, the Company recognised a right-of-use asset and lease liability for the leases.
See note 21 and note 24 for further information.

The Company leases offices in Malta, Spain and Luxembourg under an operating lease. Such leases
are renewable upon mutual consent of the parties. Total commitments for 2018 in relation to the rent
agreements amounted to EUR 59,367. In relation to two properties, the contract is for 1 year with the
option to extend for 3-month periods and 1-year periods respectively. In relation to another property,
the contract is terminated on 14 February 2020.

32



FCS ASSET MANAGEMENT LTD

Annual Financial Statements for the year ended 31 December 2019

23. RELATED PARTY DISCLOSURES

General

FCS Asset Management Ltd is a subsidiary of FCS Group Ltd a company registered in Malta, with
registered address at 16 Flat 1, Sandra Flats, Windsor Terrace, Sliema, Malta. FCS Group Ltd. owns 100%

of voting capital of the Company.

As at 31 December 2019, the ultimate beneficial owners of FCS Asset Management Ltd are Mr. Jaime
Agurruza Fatosme, Mr. Daniel Alonso-Pulpon Nunez, Mr Carlos Javier Agurruza, Ms Elena Agurruza
Fatosme, Ms Anne Angeline Fatosme Perouelle, Mr Alberto Agurruza Fatosme and FCS Gestion SICAV

SIF SCA.

Related party transactions

Related party transactions were made on terms equivalent to those that prevail in arms’ length transactions.

During the course of the year, the Company entered into transactions with related parties as set out below:

Revenue:

Related party transactions with:

Other related parties

Administrative expenses:

Related party transactions with:

Key management personnel

Direct costs:

Related party transactions with:

Key management personnel
Other related parties

2019
Related party Total
activity activity
EUR EUR
1,096,760
1,096,760 1,943,677
145,005
145,005 1,148,556
3,000
22,771
25,771 775,423

56

13

2018

Related Total

party activity
activity

EUR EUR
1,115,674

1,115,674 1,384,349
193,718

193,718 1,146,805
3,150
28,558

31,708 172,332

%

81

17

18

“Other related parties” consist of related parties other than parent companies, activities with joint control or
significant influence over the company, subsidiaries, associates and joint venture in which the company is

a venture and key management personnel or its parent.

The amounts due from/to director, shareholder and other related parties are disclosed in notes 15 and 20.
The terms and conditions in respect of related party balances do not specify the nature of the consideration
to be provided in settlement. No guarantees have been given or received. These amounts are unsecured,
interest-free and have no fixed date of repayment.
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24. CHANGE IN ACCOUNTING POLICY
This note explains the impact of the adoption of IFRS 16 Leases on the Company’s financial statements.

As indicated in note 2 above, the Company has adopted IFRS 16 Leases retrospectively from 1 January
2019 but has not restate comparatives for the 2018 reporting period, as permitted under the specific
transition provisions in the standard. The reclassifications and the adjustments arising from the new
leasing rules are therefore recognised in the opening balance sheet on 1 January 2019. The new
accounting policies are disclosed in note 2.

On adoption of IFRS 16, the Company recognised lease liabilities in relation to the leases which had
previously been classified as ‘operating leases’ under the principles of IAS 17 Leases. These liabilities
were measured at the present value of the remaining lease payments, discounted using the lessee’s
incremental borrowing rate.

The associated right-of-use asset for property leases was measured on a retrospective bases as if the
new rules had always applied.

() Adjustments recognised in the statement of financial position on 1 January 2019

The change in the accounting policy affected the following items in the statement of financial position on 1
January 2019:

- Right-of-use asset — increase by EUR 269,552
- Lease liabilities — decreased by EUR 273,998

The net impact on retained earnings on 1 January 2019 was a decrease of EUR 4,436.

25. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES
At 31 December 2019 and 2018 the carrying amounts of financial assets and financial liabilities classified

with current assets and current liabilities respectively approximated their fair values due to the short-term
maturities of these assets and liabilities.

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value: grouped into levels 1 to 3:

At 31 December 2019

Level 1 Level 2 Level 3 Total
EUR EUR EUR EUR
Financial assets at FVPL
Equity investments - - 60,993 60,993
At 31 December 2018
Level 1 Level 2 Level 3 Total
EUR EUR EUR EUR
Financial assets at FVPL
Equity investments - - 60,993 60,993
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26. FINANCIAL RISK MANAGEMENT

At the end of the year, the Company’s main financial assets on the statement of financial position
comprised of trade and other receivables, cash at bank and financial assets at fair value through profit or
loss; while the main financial liabilities consisted of trade and other payables. At year end, there were no
assets and liabilities which were not recognised in the statement of financial position.

Credit and counterparty risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations and arises principally from the Company’s cash at banks and
receivables. The Company controls its credit risk through strict monitoring procedures and regular
coordination with its customers, with the result that the Company’s exposure credit risk is not significant.

Credit risk arises from cash and cash equivalents, contractual cash flows of investments carried at fair
value through profit or loss (FVPL), as well as credit exposures to customers, including outstanding
receivables.

Cash at bank is placed with reliable financial institutions. At 31 December 2019 and 2018 cash at bank is
placed with reliable financial institutions as follows:

Bank 2019 2018 Rating agency Rating
Bank of Valletta p.l.c. 23% 39% Standard and Poor’s BBB
Banca March 41% 61% Moody’s A3
CBP Quilvest 36% - Not rated

Impairment of financial assets

The Company’s trade receivables are the Company’s only financial asset that are subject to the expected
credit loss model. While cash and cash equivalents are also subject to the impairment requirements of
IFRS 9, the identified impairment loss was immaterial.

Trade receivables

The Company applies the IFRS 9 simplified approach to measurement expected credit losses which uses
a lifetime expected loss allowance for all trade receivables. To measure the expected credit losses, trade
receivables have been grouped on the geographical location and the days past due. The expected loss
rates are based on the corresponding historical credit losses experienced in the past. The historical loss
rates are adjusted to reflect current and forward-looking information on macroeconomic factors affecting
the ability of the customers to settle the receivables.

On that basis, the loss allowance as at 31 December 2019 was determined as follows for trade receivables
and accrued income:

Up to 60 days past due

Malta Luxembourg Ireland Spain | England | Total
EUR EUR EUR EUR EUR EUR
Expected credit loss 1.55% 0% 1.55% 2.92% 0.91%
Gross carrying amount 57,466 66,212 60,693 | 150,651 10,504
Loss allowance 891 - 941 4,399 95| 6,326
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26.

FINANCIAL RISK MANAGEMENT (CONTINUED)

Credit and counterparty risk (continued)

Over 60 days past due

Malta | Luxembourg | Ireland | Spain | England Total
EUR EUR EUR EUR EUR EUR
Expected credit loss 11.55% 10.00% | 11.55% | 12.92% 10.91%
Gross carrying amount 16,525 82,761 16,580 - 199,854
Loss allowance 1,909 8,276 1,915 - 21,304 33,904

The Net impairment losses on financial assets recognised in the statement of profit and loss and other
comprehensive income amounted to EUR 31,369.

On that basis, the loss allowance as at 31 December 2018 was determined as follows for trade receivables
and accrued income:

Up to 60 days past due

Malta Luxembourg Ireland | Spain | England | Total
EUR EUR EUR EUR EUR | EUR
Expected credit loss 1.67% 0% 1.18% | 2.22% 0.69%
Gross carrying amount 59,419 180,765 134,612 6,498 5,834
Loss allowance 993 - 941 144 40 | 2,765
Over 60 days past due
Malta Luxembourg Ireland | Spain | England Total
EUR EUR EUR EUR EUR EUR EUR
Expected credit loss 11.67% 100% 10.00% | 11.18% | 12.22% | 11.69%
Gross carrying
amount 16,070 1,100 24,785 2,950 - 2,917
Loss allowance 1,875 1,100 2,479 330 - 312 | 6,096

The Net impairment losses on financial assets recognised in the statement of profit and loss and other
comprehensive income amounted to EUR 8,861.

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators that there
is no reasonable expectation of recovery include, among others, the failure of a debtor to engage in a
repayment plan with the Company.

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

Capital risk management

FCS Asset Management Ltd manages its capital to ensure that it will be able to continue as a going concern
while maximising the return to stakeholders through the optimisation of the equity balance.
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26. FINANCIAL RISK MANAGEMENT (CONTINUED)
Capital risk management (continued)

The capital structure of the Company consists of equity attributable to equity holders, comprising issued
share capital and retained earnings as disclosed in the statement of changes in equity.

The Company’s objectives when managing capital are:

o To comply with the financial resources’ requirements in terms of the Investment Services Act, Cap.
370 of the Laws of Malta;

o To safeguard the Company’s ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders;

In order to maintain or adjust the capital structure, the Company may issue new shares or capitalise
contributions received from its shareholders. No changes were made in the objectives, policies and
processes in 2019 and 2018.

The Company is required to hold a minimum regulatory capital in compliance with the rules issued by the
MFSA and this minimum capital requirement must be maintained at all times during the year. The Company
monitors its capital level on a regular basis. Any transactions that may potentially affect the Company’s
capital position will immediately be reported to the directors and shareholders for resolution, prior to
notification to the MFSA.

Own funds

As at 31st December 2019, the Company’s total own funds amounts to EUR 395,951 (2018: EUR 347,874),
made up as follows:

2019 2018
EUR EUR
Common equity tier one capital
Paid up ordinary share capital 125,000 125,000
Retained earnings calculated in line with Own Funds
requirements 228,680 180,947
Other reserves 44,702 44,702
Intangible assets (2,791) (2,775)
Total tier one capital 395,951 347,874
Total own funds 395,951 347,874

Balance sheet reconciliation

The Company is also required to provide information on the reconciliation between balance sheet items used
to calculate own funds and regulatory own funds. The table below shows an extract of the Company’s
financial statements for the year ended 31 December 2019 and 2018 and the components that are adjusted
for in the own funds’ calculation.
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26. FINANCIAL RISK MANAGEMENT (CONTINUED)
Capital risk management (continued)

Balance sheet reconciliation (continued)

Capital Base Reconciliation 2019 2018
EUR EUR
Shareholders’ equity according to the Company’s IFRS
statement of financial position 400,326 350,649
Non-controlling interest - -
Anticipated dividend - -
Deconsolidation of insurance companies - -
Associated companies consolidated according to
purchase method - -
Value changes in own financial liabilities - -
Additional value adjustments -
Investor compensation scheme (1,944) -

Intangible assets (2,791) (2,775)
Net provisions for reported IRB credit exposures - -
Common equity tier 1 (CET1) capital 395,591 347,874

Tier 1 capital contributions - -
Shares deducted from Tier 1 capital - -
Total Tier 1 (T1) capital 395,591 347,874
Tier 2 instruments - -
Net provisions for reported IRB credit exposures - -
Shares deducted from Tier 2 capital - -
Total Tier 2 (T2) capital - -
Total regulatory capital base 395,591 347,874

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company’s objectives to manage its liquidity profile are:

to ensure that adequate funding is available at all times;

to meet commitments as they arise without incurring unnecessary costs;
to be able to access funding when needed at the least possible cost; and
to maintain an adequate time spread of refinancing maturities.

The Company closely monitors its cash flows to be able to finance its operations and capital expenditures
and pay its obligations as and when they fall due. The following tables sets out the contractual maturities
(representing the contractual undiscounted cash-flows) of financial liabilities:

At 31 December 2019

Up to 1 month Up to 1 year On demand

EUR EUR EUR

Trade payables 31,498 58,402 -
Amounts due to related parties - - 42 991
Accruals 26,090 486,611 -
Wages payable - 27,012 -
Other taxation 23,077 - -
Bank overdraft 821 - -
81,486 572,025 42,991
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26. FINANCIAL RISK MANAGEMENT (CONTINUED)
Liquidity risk (continued)

At 31 December 2018

Up to 1 month Up to 1 year On demand

EUR EUR EUR

Trade payables 45,078 47,833 -
Amounts due to related parties - - 42 991
Accruals 48,092 - -
Other taxation 17,662 - -
Bank overdraft 1,632 - -
112,464 47,883 42,991

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates. The Company’s exposure to the risk of changes in foreign
exchange rates is insignificant, since revenue or expenses are denominated in the same currency as the
Company’s presentation currency).

Price risk

The Company is exposed to price risk from its holdings of investments classified in its statement of financial
position as fair value through profit or loss.

The carrying amounts of financial instruments at the end of the reporting period which could potentially
subject the company to price risk are disclosed in the notes to the financial statements.

The directors are of the opinion that the Company does not have a material exposure to price risk.
27. NON-FINANCIAL RISKS

In addition to the Financial Risks which the Company faces, the Company also faces non-Financial Risks.
The primary risks are as follows:

Compliance risk

This is the risk arising from uncertainty due to legal actions or uncertainty in the applicability or interpretation
of contracts, laws or regulations. The compliance risk refers to the risk of not complying with the regulations
to which the Company is subject as set out by the Malta Financial Services Authority. In order to mitigate
the above-mentioned risks, the Company has taken out a Professional Indemnity Insurance and
continuously reviews processes ensuring they are in line with the compliance procedures approved by the
board.

Operation risk

This is the risk of loss arising from inadequate or failed internal processes, people and systems or from
external events.

Business continuity, fraud (internal and external), administrative errors and Information Technology failure
and regulatory action have been identified as the key elements of operational risk to which the Company is
exposed. Not all of these risks can be effectively eliminated; however, the board of directors believes that
these risks are adequately controlled by key personnel and a rigorous control framework has been set.
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27. NON-FINANCIAL RISKS (CONTINUED)
Remuneration policy

The Company’s remuneration for the Directors is such that directors are paid a fixed remuneration (salary-
based) for their services and are not entitled with any variable remuneration. Remuneration paid to directors
is disclosed in note 7.

Other risks

In the opinion of the directors as reported in the Annual Financial Return of the Company for the year ended
31 December 2019, the Company is not exposed to operational risk, settlement risk, credit valuation
adjustment risk or large exposure risk.

28, CONSOLIDATED FINANCIAL STATEMENTS

The Company is presenting separate financial statements and is exempt from preparing consolidated
financial statements required by IFRS 10, Consolidated Financial Statement, under paragraph 4 of the same
standard and under article 173 of the Companies Act, 1995.

29. SUBSEQUENT EVENTS

As indicated on page 2, Ms. Eliza Montebello resigned from her post as director effective from 6 March
2020. Dr. Franklin Cachia was also appointed as director of the Company effective from 7 April 2020.

COQOVID analysis

After a booming 2019, where the US stock market rose by approximately 31%, markets around the world
have experienced massive declines due to the COVID-19 pandemic, with the S&P 500 declining by 20%
by the end of the first quarter of 2020. The Funds that the Company manage have not been an exception
to this drawdown, with the Manager noting an approximate 10% decline in Asset Under Management as a
result. Governments around the world have utilized aggressive monetary & fiscal policies in order to keep
economies afloat, but as long as the virus persists, recovery remains a distant prospect. This results in a
certain uncertainty in the markets, which is evident through the behavior of the VIX Index, which closed at
an all time high on March 16th, with actual realised volatility topped only by Black Monday (Oct 1987) and
the late 1920’s.

Overall, it is difficult to predict how the rest of the year will turn out, since this is vastly dependent on a
vaccine for the COVID-19 virus, or at the very least, its containment. With global death tolls rising and no
end currently in sight, one positive news is that the virus spread seems to be slowing down in China, the
virus’ point of origin. Should the rest of the world follow in this pattern, along with the support from the
largest government stimulus bills in history, which saw the markets rally to the upside, ‘breaking’ the
downward pressure and providing some relief, it is likely we will see a slight recovery in the markets in the
short to medium term. Should this be the case, the Company does not foresee further major drawdowns
in its AUM for the rest of 2020.
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Independent auditor’s report
To the Shareholders of FCS Asset Management Ltd

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of FCS Asset Management Ltd (the Company), set out
on pages 7 to 40, which comprise the statement of financial position as at 31 December, 2019 and
the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, (or
give a true and fair view of) the financial position of the Company as at 31 December 2019, and of
its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU (EU IFRSs) and have been
prepared in accordance with the requirements of the Companies Act (Cap. 386).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to
our audit of the financial statements in accordance with the Accountancy Profession (Code of
Ethics for Warrant Holders) Directive issued in terms of the Accountancy Profession Act (Cap.
281) in Malta, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to notes 29 and 3 to the financial statements that discloses the company’s
assessment of the impact of the COVID-19 pandemic on its operations. Subsequent to the
balance sheet date, the entity noted a reduction of 10% in the value of assets under management
and management expects that under the current scenario, the entity will suffer from a 1%
reduction in gross profit margin for the next financial year with possible further impacts that may
result form additional reductions in the asset values.

The full impact following the recent emergence of the COVID-19 is still unknown. It is therefore not
currently possible to evaluate all the potential implications to the company and the wider
economy. Our opinion is not modified in respect of this matter.

Other Information

The directors are responsible for the other information. The other information comprises the
directors’ report. Our opinion on the financial statements does not cover this information. In
connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. With respect to the Directors’ Report, we also considered whether the
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Independent auditor’s report
To the Shareholders of FCS Asset Management Ltd (continued)

Directors’ Report includes the disclosures required by Article 177 of the Maltese Companies Act
(Cap. 386). Based on the work we have performed, in our opinion:

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

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

In addition, in light of the knowledge and understanding of the company and its environment
obtained in the course of the audit, we are required to report if we have identified material
misstatements in the directors’ report. We have nothing to report in this regard.

Responsibilities of the Directors

The directors are responsible for the preparation of the financial statements that give a true and fair
view in accordance with EU IFRS’s, and for 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.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control.
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Independent auditor’s report
To the Shareholders of FCS Asset Management Ltd (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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

e Conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the company to cease to
continue as a going concern.

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

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

Report on Other Legal and Regulatory Requirements
Under the Maltese Companies Act (Cap. 386) we are required to report to you if, in our opinion:

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

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

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

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

This copy of the audit report has been signed by
Ernestino Riolo (Partner) for and on behalf of

Mazars Malta

Certified Public Accountants
Attard,

Malta

27 April 2020
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The following schedules that follow do not form part of the financial
statements.




FCS ASSET MANAGEMENT LTD

Schedule | - Income Statement

Revenue
Direct costs

Gross profit

Administrative expenses

Net impairment losses on financial assets
Waiver of amounts payable

Other income

Operating profit

Finance income

Finance costs

Provision for impairment on investment in
subsidiary

Write-off of investment in subsidiary

Profit before tax

2019 2018
EUR EUR
1,943,677 1,384,349
(775,423) (172,332)
1,168,254 1,212,017
(1,148,556) (1,137,944)
(31,369) (8,861)
30,000 -
44,677 -
63,006 65,212

23 8

(8,355) -
12,500 -
(12,500) -
54,674 65,220




FCS ASSET MANAGEMENT LTD

Schedule Il - Administrative Expenses

2019 2018

EUR EUR
Accounting fees 38,195 25,572
Audit fee 10,000 12,000
Bad debts written-off 94,542 -
Bank charges 1,896 2,373
Cleaning expenses 5,810 7,005
Computer related expenses 119,304 153,598
Depreciation and amortisation 107,307 4,896
Directors remuneration 145,005 193,718
Entertainment 1,750 1,809
Exchange differences 2,269 2,356
General expenses 18,658 49,238
Insurance 16,932 9,048
Legal and professional fees 143,517 182,986
Printing and postage 6,261 6,932
Rent - 97,395
Repairs and maintenance 638 183
Salaries and wages 401,416 336,446
Telecommunications expenses 8,811 12,138
Travel expenses 5,434 22,881
Water and electricity 6,810 6,041
VAT expense absorbed 14,001 11,329

1,148,556 1,137,944




