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Directors’ report

The ditectors herewith present their report and the audited financial statements for the year ended 30 June
2021.

Core activities

The company’s cote activity is the management and operation of the Dragonara Casino and remains unaltered
since the previous financial year.

Review of business development

Similar to the previous yeat, this financial year was materially impacted by the ongoing effects of the Covid-19
pandemic. Three key factors have primarily impacted the performance of the Company in this financial petiod:

Closure: due to the heightening numbers of infections, the public health authorities mandated a second closure
of all hospitality-related and entertainment venues, including land-based casinos. In fact the operations of the
Company were completely halted for a full quarter between 11th March and 6th June 2021.

Travel: the international public health restrictions have materially dampened the level of incoming toutism in
Malta, which is 2 major market segment of the Company’s revenue generation. This has resulted in a material
drop in tourist visitors which had a linear impact on the revenue generation throughout the period.

Labour costs: despite the de facto standstill of the entire operation, in line with its core values, the Company
adopted a policy to retain all its wotkforce and not declare any redundancies throughout this commercially
challenging petiod. The financial impact of the labour costs was partly offset by the Wage Supplement
extended by the Government for the period, which mitigated the overall cost to the Company.

In this external economic context, the total revenue of the Company amounted to €12,784,261 which
represents a drop of 11.8% (€1,713,128) compared to the previous financial year. This drop in revenue
resulted in an EBITDA of €776,146. In essence, due to the fact that the operational expenses of the
Company remained consistent throughout the year, the drop of €1,713,128 in revenues, resulted in a
practically equivalent reduction in EBITDA of €1,630,250. This cleatly reflects that the drop is entirely
attributed to the adverse impact of the pandemic situation.

Despite the negative landscape fuelled by the pandemic situation, the performance of the Company in this
difficult year portrays its strong fundamentals and commercial resilience. In fact whilst the number of visits
across all the land-based casino matket dropped by 41.5%, the Company’s visits were impacted at a lower
pace of 27%, strengthening the Company’s market leadership position to a market share of 37.6%. This
positive trend is also indicative in the current financial year, clearly showing the robustness of the business
model of the Company.



Dragonara Gaming Limited 3
Report and Financial Statements
Year ended 30 June 2021

During this financial year, the Company has submitted a response to an open competitive process to open
and operate a casino concession in Malta, in which it was eventually sclected as the successful proponent
hence giving it the rights to continue operating the Dragonara property as a land-based casino for an
additional petiod of ten years, expiring in 2031.

The Directors note that at the beginning of its second term in operating the concession, the financial
position of the Company remains very solid with total assets at €47,952,899. The directors anticipate that the
next financial year will be one which reflects a petiod of post-pandemic stabilisation in which, although still
prevalent, public health restrictions may not be as restrictive as in the previous yeats, particularly due to
highly successful vaccination programme.

In this regard, the Directors will retain their strategic focus on growth, cost optimisation digitisation and the
further sustainability of its exceptional compliance record. The next phase of growth will be one through
which the Company will ventute in the international markets to leverage its knowledge and intellectual
propetty to provide management services in other jurisdictions.

Directors

The following have served as directors of the company during the period under review:

Johann Schembri

Mark Bianchi

Franco De Gabriele

Philip Bianchi

Christian Gernet (appointed on 29 March 2021)
Svetlana Buckova (tesigned on 29 March 2021)

In accordance with the company’s Articles of Association, the present directors re
main in office.

Disclosure of information to auditor

At the date of making this reportt, the ditectors confirm the following:

- as far as each director is aware, there is no relevant information needed by the independent auditor in
connection with prepating the audit report of which the independent auditor is unaware; and

- each director has taken all steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant information needed by the independent auditor in connection with
preparing the audit report and to establish that the independent auditor is awate of that information.

Statement of directors’ responsibilities

The Companies Act, Cap 386 requites the directors to prepare financial statements fot 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 income statement of the company for that year. In preparing these financial statements, the directors are
required to:

- adopt the going concern basis unless it is inappropriate to presume that the company will continue in
business;

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- account for income and chatges relating to the accounting period on the accruals basis;

- wvalue separately the components of asset and liability items; and

- report comparative figures corresponding to those of the preceding accounting period.
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The directors are 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
have been properly prepared in accordance with the Companies Act, Cap 386. This responsibility includes
designing, implementing and maintaining internal controls relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error. They are also
responsible for safeguarding the assets of the company and for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

Auditor

The auditor Grant Thotnton has intimated its willingness to continue in office and a resolution proposing its
reappointment will be put to the Annual General Meeting.

ol
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,oli";nn Schembri k Bianchi

Director ifector
Registered address:

Dragonara Casino Complex
Dragonatra Road

St. Julian’s

Malta

22 December 2021
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Statement of comprehensive income

Notes 2021 2020
€ €

Revenue 11,713,575 13,863,567
Other income 1,070,686 633,822
Staff costs (3,594,160) (3,577,119)
Gaming tax (3,125,863) (4,080,503)
MGA licence fees (141,847) (150,734)
Other operating expenses (4,996,795) (3,930,137)
Depreciation and amortisation (927,509) (1,592,096)
Operating (loss) profit (1,913) 1,166,800
Finance income 150,637 5
Finance costs (893,381) (881,806)
(Loss) profit before tax 9 (744,657) 284,999
Tax income (expense) 10 272,138 (294,931)
Loss for the year (472,519) (9,932)
Other comprehensive (loss) income:
Items that will not be reclassified subsequently to profit or loss
Revaluation of right-of-use asset - 21,161,707
Amortisation of revaluation (337,353) -
Tax effect 10 118,073 (7,318,468)
Other comprehensive (loss) income for the year, net of tax (219,280) 13,843,239
Total comprehensive (loss) income for the year (691,799) 13,833,307
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Statement of financial position

Notes 2021 2020
€ €

Assets

Non-current

Intangible assets 11 4,869 10,179
Property, plant and equipment 12 1,050,855 1,555,345
Right-of-use asset 13 36,910,159 37,500,000
Investment in subsidiary 14 9,999 9,999
Other financial assets 15 500,000 365,000
38,475,882 39,440,523

Current
Inventories 16 96,245 125,282
Trade and other receivables 17 8,368,147 7,374,676
Cash and cash equivalents 18 759,789 898,890
Other financial assets 15 250,000 -
Current tax receivable 2,836 -
9,477,017 8,398,848

Total assets 47,952,899 47,839,371
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Statement of financial position — continued

Notes 2021 2020
€ €
Equity
Share capital 19.1 2,840,650 2,840,650
Additional paid-in capital 19.2 212,295 212,295
Revaluation surplus 13,623,959 13,843,239
Accumulated losses (1,650,689) (1,178,170)
Total equity 15,026,215 15,718,014
Liabilities
Non-current
Borrowings 20 4,308,571 -
Lease liability 21 16,205,280 15,923,331
Trade and other payables 22 2,474,338 1,829,631
Deferred tax liability 23 6,759,121 7,149,332
29,747,278 24,902,294
Current
Borrowings ' 20 314,421 -
Current tax liability - 1,067,742
Trade and other payables 22 2,864,988 6,151,321
3,179,409 7,219,063
Total liabilities 32,926,684 32,121,357
Total equity and liabilities 47,952,899 47,839,371

The financial statements on pages 5 to 33 were approved by the board of directors, authorised for issue on
22 December 2021 and signed on its behalf by:

4

.
rk Bianchi
frector

_~Johann Schembti
Ditector
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Statement of changes in equity

At 1 July 2019

Deferred tax adjustment
for adoption of IFRS 16
Loss for the year

Other comprehensive
income

At 30 June 2020

At 1 July 2020

Loss for the year

Other comprehensive loss
At 30 June 2021

Accumulated losses include all curtent and ptiot period results as disclosed in the statement of

comprehensive income.

Share Additional Revaluation Accumulated Total
capital paid-in capital surplus losses equity
€ € € € €
2,840,650 212,295 - (1,140,638) 1,912,307
- - - (27,600) (27,600)
. - - (9,932) (9,932)
- - 13,843,239 - 13,843,239
2,840,650 212,295 13,843,239 (1,178,170) 15,718,014
2,840,650 212,295 13,843,239 (1,178,170) 15,718,014
- - - (472,519) (472,519)
- - (219,280) - (219,280)
2,840,650 212,295 13,623,959 (1,650,689) 15,026,215
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Statement of cash flows

Notes
Operating activities
Loss (profit) before tax
Adjustments 24
Net changes in working capital 24

Interest received
Interest paid
Tax paid

Net cash (used in) generated from operating activities

Investing activity
Payments to acquire property, plant and equipment

Net cash used in investing activity

Financing activities

Proceeds from bank loans

Bank loan repayments

Interest paid on bank borrowings
Payments made to acquire leases
Interest paid on lease liability

Net cash generated from (used in) financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year 16

9
2021 2020
€ €
(744,657) 284,999
1,585,830 2,465,701
(3,754,053) (2,164,899)
g 5
(55,732) (103,667)
(1,070,578) .
(4,039,190) 482,139
(165,216) (336,657)
(165,216) (336,657)
4,600,000 .
. (196,401)
(35,945) (10,805)
. (434,093)
(498,749) (500,000)
4,065,306 (1,141,299)
(139,101) (995,817)
898,890 1,894,707
759,789 898,890
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Notes to the financial statements

1 Nature of operations

The company was registered on 4 June 2010. The principal activity of the company is to manage and operate
the Dragonara Casino.

2 General information and statement of compliance with International Financial
Reporting Standards (IFRS)

Dragonara Gaming Limited, a private limited liability company, is incorporated and domiciled in Malta. The
address of the company’s tegistered office, which is also its principal place of business, is Dragonara Casino
Complex, Dragonara Road, St. Julian’s, Malta. The parent company is Peninsula Gaming Group Limited with
registered office and principal place of business at Level 11, Portomaso Business Tower, St. Julian’s, Malta.
The ultimate patent company is IZI Group plc (formerly known as Pinnacle Gaming Group Limited) with
registered office and principal place of business at IZI Group plc, Level 11, Portomaso Business Towert, St.
Julian’s, Malta.

The company’s ultimate patent company, IZI Group plc (formerly known as Pinnacle Gaming Group
Limited), 2 company incotporated and domiciled in Malta, prepares consolidated financial statements which
ate available for public inspection at the Registry of Companies in Malta.

Dragonara Gaming Limited met all the other conditions specified under paragraph 4(a) of IFRS 10,
Consolidated Financial Statements to be exempted from preparing consolidated financial statements. These
financial statements thetefore represent the separate financial statements of the company.

On 17 February 2021, the Privatisation Unit, acting for and on behalf of the Minister, issued the RFP for a
concession to open and operate a casino in Malta. Following an evaluation of the proposal submitted in
response to the RFP, the Privatisation Unit identified the company as the preferred proponent for the
carrying out of the concession.

By virtue of a letter dated 27 May 2021, the Privatisation Unit informed the company of its decision to accept
its proposal subject to the finalisation and conclusion of the concession agreement and accordingly, to award
the concession to the company.

On 28 July 2021, the company and Ministry for the Economy and Industry, acting on behalf of the
Government of Malta signed the new concession agreement which grants the company to open and operate
a casino in Malta subject to additional concession fee of € 11,000,000 payable in three instalments spread
ovet a period of three years.

The financial statements of the company have been prepared in accordance with IFRS as adopted by the
Eutopean Union (EU), and in accordance with the Companies Act, Cap 386.

The financial statements ate presented in euro (€) which is also the company’s functional currency.
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3 Consideration of the effects of COVID-19

Following the outbreak of the COVID-19 pandemic, the directors have continued to actively monitor all
developments currently taking place in Malta in order to take any immediate action to safeguard the interests
of the company as changes in the business environment become more evident or any deterioration
suspected. Such events ate expected to have an impact on the performance and financial position of the
company in the future due to any effects that this pandemic is having on the economy and the industry in
which the company operates.

The results for the current year show that the company achieved satisfactory results considering the
reoccurrence of another complete closure, similar to ptiot year, of the company’s premises for a period of
three months. Whilst the situation remains extremely fluid and future event may have an adverse effect on
the company’s profitability in the medium and short- term, as well as its liquidity and financial position, the
outlook remains cautiously optimistic in view of the fact that the company’s is achieving very satisfactory
results similar to the results achieved by the company before the COVID-19 pandemic.

The company has continued its opetations normally following the reopening of its premises. The company
has taken all measutes possible in order to protect its staff in line with Government guidelines and will
continue to do so for a smooth transition into a period of uncertainty.

4 New or revised standards and interpretations
4.1 New standards adopted as at 1 January 2020

At the date of authorisation of these financial statements, several new, but not yet effective, Standards,
amendments to existing Standards, and Interpretations have been published by the IASB. None of these
Standatds, amendments ot Intetpretations have been adopted eatly by the company.

Management anticipates that all relevant pronouncements will be adopted for the first period beginning on
or after the effective date of the pronouncement. No new Standards, amendments and Interpretations ate
expected to have a material impact on the company’s financial statements.

4.2 Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the company

At the date of authortisation of these financial statements, certain new standards, amendments, and
interpretations to existing standards have been published by the IASB but are not yet effective and have not
been adopted eatly by the company.

Management anticipates that all relevant pronouncements will be adopted in the company's accounting
policies for the first period beginning after the effective date of the pronouncement. No new standards,
amendments and interpretations are expected to have a material impact on the company’s financial
statements.

5 Summary of accounting policies
5.1 Overall considerations

The financial statements have been prepared using the measurement bases specified by IFRS for each type of
asset, liability, income and expense. The measurement bases are more fully described in the accounting
policies below.

5.2 Presentation of financial statements

The financial statements are presented in accordance with IAS 1 Presentation of Financial Statements (Revised
2007).
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5.3 Revenue recognition

Revenue comprises income from gaming activities.
To determine whethet to recognise revenue, the company follows a 5-step process:

Identifying the contract with a customer

Identifying the performance obligations

Determining the transaction price

Allocating the transaction price to the performance obligations
Recognising revenue when/as performance obligation(s) are satisfied.

GT ks b3 B

Revenue from contracts with customers is recognised when performance obligations have been satisfied and
the consideration to which the company expects to be entitled to can be measured reliably.

The company evaluates all contractual arrangements it enters into and evaluates the nature of the promised
goods or setvices, and rights and obligations under the arrangement, in determining the nature of its
petformance obligations. Where such performance obligations are capable of being distinct and are distinct
in the context of the contract, the consideration the company expects to be entitled under the arrangement is
allocated to each petformance obligation based on their relative stand-alone selling prices. Revenue is
recognised at an amount equal to the transaction price allocated to the specific performance obligation when
it is satisfied, either at a point in time or over time, as applicable, based on the pattern of transfer of control.

Gaming revenues

Revenue is measured by reference to the fair value of consideration received or receivable by the company
for goods supplied and services provided, excluding VAT, rebates, and trade discounts.

Revenue is recognised when the amount of revenue can be measured reliably, collection is probable, the
costs incurred or to be incurred can be measured teliably, and when the criteria for the company’s activities
have been met.

The company recognises revenues as the net win from gaming activities, which is the difference between
gaming wins and losses.

The following specific recognition criteria must also be met before revenue is recognised:

Gaming tables

Revenue from gaming tables is recognised on the closure of the individual tables and represents the increase
ot decrease in each table’s position after the settlement of client winnings.

Slot machines

Revenue from slot machines is recognised when machine counts are carried out and represents the increase
ot dectease in each machine’s position net of client winnings.

Sports betting

Gains and losses in respect of bets placed on sporting events in the year are stated net of promotional
bonuses. Open positions are catried at fair value and gains and losses arising on this valuation are recognised
in revenue, as well as gains and losses realised on open positions that have closed.

Interest

Interest income is acctued on a time basis, by reference to the principal outstanding and interest rate

applicable.
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5.4 Otherincome

Other income relates to gratuities received from customets in the normal course of business and other
income received that does not form part of the company’s trading activities.

5.5 Operating expenses

Operating expenses are recognised in the statement of comprehensive income upon utilisation of the setvice
ot at the date of their origin.

5.6 Borrowing costs

Borrowing costs ditectly attributable to the acquisition, construction or production of a qualifying asset are
capitalised during the petiod of time that is necessaty to complete and prepare the asset for its intended use
ot sale. Other borrowing costs ate expensed in the period in which they are incurred and reported within
‘finance costs’.

5.7 Foreign currency translation

Foreign curtency transactions are translated into the functional currency of the company using the exchange
rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and losses
resulting from the settlement of such transactions and from the remeasurement of monetary items at year-
end exchange rates are recognised in the statement of the comprehensive income.

Non-monetary items are not retranslated at yeat-end and are measured at historical cost (translated using the
exchange rates at the transaction date).

5.8 Intangible assets

Intangible assets include acquired softwate licences and concession fee. They are accounted for using the
cost model whereby capitalised costs ate amortised on a straight-line basis over their estimated useful lives, as
these assets are considered finite. Residual values and useful lives ate reviewed at each reporting date. In
addition, they are subject to impaitment testing as desctibed in note 5.10. The following useful lives ate

applied:

%
Concession fee 10
Software 25

Amortisation has been included within ‘depreciation and amortisation’ in the income statement.

Concession fee is written off to the income statement by equal annual instalments over the term of the
concession.

Acquired softwate is capitalised on the basis of the costs incutred to acquire and install the specific software.
Costs associated with maintaining computet software are expensed as incurred.

5.9 Property, plant and equipment
Items of property, plant and equipment are carried at acquisition cost less subsequent depreciation and

impairment losses.

Depreciation is recognised on a straight-line basis to write down the cost less estimated residual value of
property, plant and equipment as follows:

%
Leasehold improvements 10
Plant and equipment 12.5-33
Office and computer equipment 25-33

Furniture, electrical and sanitary fittings 12.5-33
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Material residual value estimates and estimates of useful life are updated as required, but at least annually,
whether or not the asset is revalued.

5.10 Impairment testing of intangible assets and property, plant and equipment

For the purposes of assessing impaitment, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash-generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level.

All individual assets ot cash-generating units are tested for impairment whenever events or changes in
citcumstances indicate that the cartying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset’s or cash-generating unit’s catrying
amount exceeds its recoverable amount. The tecoverable amount is the gteater of its fair value less costs to
sell and its value in use. To determine the value in use, the company’s management estimates expected future
cash flows from each cash-generating unit and determines a suitable interest rate in order to calculate the
present value of those cash flows. Discount factors are determined individually for each cash-generating unit
and reflect theit respective risk profiles as assessed by the company’s management.

Impairment losses are recognised immediately in the statement of comprehensive income. Impairment losses
for cash-generating units are chatged pro rata to the assets in the cash-generating unit. All assets are
subsequently reassessed for indications that an impairment loss previously recognised may no longer exist.
An impairment chatge that has been recognised is reversed if the cash-generating unit’s recoverable amount
exceeds its carrying amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
catrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss
had been recognised.

5.11 Leases
The company as a lessee

The company assesses whether a contract is, or contains a lease at inception of the contract. A lease conveys
the right to direct the use and obtain substantially all of the economic benefits of an identified asset for a
petiod of time in exchange for considetation. To apply this definition the company assesses whether the
contract meets three key evaluations which are whether:

e the contract contains an identified asset, which is either explicitly identified in the contract or
implicitly specified by being identified at the time the asset is made available to the company;

e the company has the right to obtain substantially all of the economic benefits from use of the
identified asset throughout the petiod of use, consideting its rights within the defined scope of the
contract; and

e the company has the right to direct the use of the identified asset throughout the period of use. The
company assess whether it has the right to direct ‘how and for what purpose’ the asset is used
throughout the period of use.

At lease commencement date, the company tecognises a right of use asset and a lease liability on the
statement of financial position. The right-of-use asset is measured at cost, which is made up of the initial
measurement of the lease liability, any initial direct costs incurred by the company, an estimate of any costs to
dismantle and remove the asset at the end of the lease, and any lease payments made in advance of the
commencement date (net of any incentives received).
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Subsequent to initial measurement, the right-of-use asset is stated at revalued amounts. Revalued amounts are
fair values based on appraisals prepared by external professional valuers annually or more frequently if market
factors indicate a material change in fair value. Any revaluation surplus is recognised in other comprehensive
income and credited to the revaluation resetve in equity. To the extent that any revaluation decrease or
impairment loss (note 5.10) has previously been recognised in profit or loss, a revaluation increase is credited
to profit ot loss with the remaining part of the increase recognised in other comprehensive income.
Downward revaluations of right-of-use assets are recognised upon appraisal or impairment testing, with the
decrease being charged to other comprehensive income to the extent of any revaluation surplus in equity
relating to this asset and any remaining decrease recognised in profit or loss. Any revaluation surplus
temaining in equity on disposal of the asset is transferred to retained earnings.

The company depreciates the right-of-use assets on a straight-line basis from the lease commencement date
to the eatlier of the end of the useful life of the right-of-use asset or the end of the lease term.

At lease commencement date, the company measures the lease liability at the present value of the lease
payments unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily
available ot the company’s incremental botrowing rate.

Lease payments included in the measurement of the lease liability are made up of fixed payments (including in
substance fixed), vatiable payments based on an index or rate, amounts expected to be payable under a
tesidual value guarantee and payments arising from options reasonably certain to be exercised.

Subsequent to initial measurement, the liability will be reduced for payments made and increased for interest.
It is remeasured to reflect any reassessment ot modification, ot if thete are changes in in-substance fixed
payments.

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset, or
profit and loss if the right-of-use asset is already reduced to zero.

On the statement of financial position, the company has opted to disclose the right-of-use assets and lease
liabilities as separate financial statement line items.

5.12 Investment in subsidiary

Investment in subsidiaty is included in the company’s statement of financial position at cost less any
impairment loss that may have atisen. Income from investment is recognised only to the extent of
distributions received by the company from post-acquisition profits. Distributions received in excess of such
profits ate regarded as a recovery of the investment and are recognised as a reduction of the cost of the
investment.

At each reporting date the company reviews the carrying amount of its investment in subsidiary to determine
whether there is any indication of impairment and, if any such indication exists, the recoverable amount of
the investment is estimated. An impairment loss is the amount by which the carrying amount of an
investment exceeds its recoverable amount. The tecoverable amount is the higher of fair value less costs to
sell and value in use. An impairment loss that has been previously recognised is reversed if the carrying
amount of the investment exceeds its recoverable amount. An impairment loss is reversed only to the extent
that the carrying amount of the investment does not exceed the carrying amount that would have been
determined if no impairment loss had been previously recognised. Impairment losses and reversals are
tecognised immediately in statement of comprehensive income.

5.13 Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of ordinatily interchangeable items
ate assigned using weighted average cost formula. Net realisable value is the estimated selling price in the
otdinaty coutse of business less any applicable selling expenses.
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5.14 Financial instruments
Recognition and derecognition

Financial assets and financial liabilities are recognised when the company becomes a party to the contractual
provisions of the financial instrument.

Financial assets are detecognised when the contractual rights to the cash flows from the financial asset
expite, or when the financial asset and all substantial risks and rewards are transferred. A financial liability is
derecognised when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured
at the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value
adjusted for transaction costs (where applicable).

Financial assets are classified into the following categoties:

* amorttised cost
* fair value through profit or loss (FVTPL)
* fair value through other comprehensive income (FVOCI).

The company does not have any financial assets categorised as FVITPL and FVOCI in the periods
presented.

The classification is determined by both:

* the entity’s business model for managing the financial asset; and
* the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognised in the income statement are
presented within ‘finance costs’ or ‘finance income’.

Subsequent measurement of financial assets

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets meet the following conditions (and ate not
designated as FVTPL):

* they are held within a business model whose objective is to hold the financial assets and collect
its contractual cash flows; and

* the contractual terms of the financial assets give rise to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

After initial recognition, these ate measured at amortised cost using the effective interest method.
Discounting is omitted where the effect of discounting is immaterial. The company’s cash and cash
equivalents, trade and other receivables fall into this category of financial instruments.

Trade and other receivables

The company makes use of a simplified approach in accounting for trade and other receivables and records
the loss allowance as lifetime expected credit losses. These are expected shortfalls in contractual cash flows,
considering the potential for default at any point during the life of the financial instrument. In calculating,
the company uses its historical experience, external indicators and forward-looking information to calculate
the expected credit losses using a provision mattix.

The company assess impairment of trade receivables on a collective basis as they possess share credit risk
characteristics.
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Impairment of financial assets

IFRS 9’s impaitment requirements use forward-looking information to recognise expected credit losses —
the ‘expected credit loss (ECL) model’. Instruments within the scope of the new requirements included
loans and other debt-type financial assets measured at amortised cost and FVOCI, trade receivables,
contract assets recognised and measured under IFRS 15 and loan commitments and some financial
guarantee contracts (for the issuer) that are not measured at fair value through profit or loss.

The company considers a broader range of information when assessing credit risk and measuring expected
credit losses, including past events, cutrent conditions, reasonable and supportable forecasts that affect the
expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:

* financial instruments that have not detetiorated significantly in credit quality since initial
trecognition ot that have low credit risk (‘Stage 1°) and

* financial instruments that have deteriorated significantly in credit quality since initial recognition
and whose credit risk is not low (‘Stage 2’).

‘Stage 3’ would cover financial assets that have objective evidence of impairment at the reporting date.

12-month expected credit losses’ are recognised for the first category while ‘lifetime expected credit losses’
are recognised for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses
over the expected life of the financial instrument.

Classification and measurement of financial liabilities

The company’s financial liabilities include trade and other payables and lease liabilities.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs
unless the company designates a financial liability at fair value through profit or loss.

All interest-telated chatges and, if applicable, changes in an instrument’s fair value that are reported in the
income statement are included within ‘finance costs’ or ‘finance income’.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
when there is a legally enforceable right to set off the recognised amounts and there is an intention to settle
on a net basis, or tealise the asset and settle the liability simultaneously.

5.15 Income taxes

Tax expense recognised in the statement of comptehensive income comprises the sum of deferred tax and
current tax not recognised in other comprehensive income or directly in equity.

Cuttrent income tax assets and/or liabilities comptise those obligations to, or claims from, fiscal authorities
relating to the current or priot teporting petiods, that are unpaid at the reporting date. Current tax is payable
on taxable profit, which differs from the statement of comprehensive income in the financial statements.
Calculation of current tax is based on tax rates and tax laws that have been enacted ot substantively enacted
by the end of the reporting period.

Deferted income taxes are calculated using the liability method on temporary differences between the
cartying amounts of assets and liabilities and their tax bases. However, defetred tax is not provided on the
initial recognition of an asset or liability unless the related transaction is a business combination or affects tax
or accounting profit.
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Deferred tax assets and liabilities ate calculated, without discounting, at tax rates that are expected to apply to
their respective period of realisation, provided they are enacted or substantively enacted by the end of the
teporting period. Deferred tax liabilities are always provided for in full.

Deferted tax assets ate recognised to the extent that it is probable that they will be able to be utilised against
future taxable income.

Deferred tax assets and liabilities ate offset only when the company has a right and intention to set off
cutrent tax assets and liabilities from the same taxation authority.

Changes in deferred tax assets or liabilities ate recognised as a component of tax income or expense in the
income statement, except where they relate to items that are recognised in other comprehensive income or
directly in equity, in which case the related deferred tax is also recognised in other comprehensive income or
equity, respectively.

5.16 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits.

5.17 Equity and reserves

Share capital represents the nominal value of shares that have been issued.

Additional paid-in capital represents any premium received on the issue of or discount from the payment to
retire capital stock. Any transaction costs associated with the issue of shares are deducted from additional
paid-in capital, net of any related income tax benefits. Further information on additional paid-in capital is
provided in note 19.2.

Accumulated losses include current and prior period results.
Revaluation surplus teptresents the increase in fair value of the right-of-use asset

5.18 Provisions and contingent liabilities

Provisions ate tecognised when present obligations as a result of a past event will probably lead to an outflow
of economic resources from the company and amounts can be estimated reliably. Timing or amount of the
outflow may still be uncertain. A present obligation arises from the presence of a legal or constructive
commitment that has resulted from past events, for example, product watranties granted, legal disputes or
onerous contracts. Restructuting provisions ate recognised only if a detailed formal plan for the restructuring
has been developed and implemented, or management has at least announced the plan’s main features to
those affected by it. Provisions ate not recognised for future operating losses.

Provisions ate measured at the estimated expenditure required to settle the present obligation, based on the
most teliable evidence available at the repotting date, including the risks and uncertainties associated with the
present obligation. Whete there are a number of similar obligations, the likelihood that an outflow will be
tequited in settlement is determined by considering the class of obligations as a whole. Provisions are
discounted to their present values, where the time value of money is material.

Any reimbutsement that the company can be virtually certain to collect from a third party with respect to the
obligation is tecognised as a separate asset. However, this asset may not exceed the amount of the related

provision.

All provisions ate reviewed at each reporting date and adjusted to reflect the current best estimate.
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5.19 Significant management judgements in applying accounting policies and
estimation uncertainty

When preparing the financial statements, management undertakes a number of judgements, estimates and
assumptions about the recognition and measurement of assets, liabilities, income and expenses.

Significant management judgements

The following is a significant management judgement in applying the accounting policies of the company
that has the most significant effect on the financial statements.

Recognition of deferred tax asset

The extent to which deferred tax asset can be recognised is based on an assessment of the probability of the
company’s future taxable income against which the deferred tax asset can be utilised. The assessment is
based on the latest approved budget forecast and if a positive forecast of taxable income indicates the
probable use of a deferted tax asset that deferred tax asset is recognised in full.

Fair value of right of use asset

The Company carties its right of use asset at fair value, with changes in fair value being recognised in the
statement of other comprehensive income.

During the year ended 30 June 2020, the company obtained a third party valuation of the right of use asset
using the income approach.

Right of use asset is classified as level 3 hierarchy.

Estimation uncertainty

Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, liabilities, income and expenses is provided below. Actual results may be
substantially different.

Useful lives of depreciable assets

Management reviews its estimate of useful lives of depreciable assets at each reporting date based on the
expected utility of the assets. Uncertainties in these estimates relate to technical obsolescence that may
change the utility of certain plant and equipment. '

Leases - Estimating the incremental borrowing rate

The company cannot teadily determine the interest rate implicit in the lease, therefore, it uses its incremental
botrowing rate IBR) to measure lease liabilities. The IBR is the rate of intetest that the company would
have to pay to bortow over a similar term, and with a similar security, the funds necessary to obtain an asset
of a similar value to the right-of-use asset in a similar economic environment. The IBR therefore reflects
what the company ‘would have to pay’, which requires estimation when no observable rates are available ot
when they need to be adjusted to reflect the terms and conditions of the lease. The company estimates the
IBR using observable inputs (such as market interest rates) when available and is required to make cettain
entity-specific estimates (such as the company’s stand-alone credit rating).
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6 Other income
2021 2020
Other income € €
Gratuity income : 174,625 232,229
CQOVID-19 supplement 892,263 -
Insurance income - 387,582
Realised foreign exchange gains 1,169 8,934
Other income 2,629 5,077
1,070,686 633,822
7 Staff costs
2021 2020
€ €
Wages and salaries 3,859,210 3,390,967
Social security costs 231,461 259,092
Other staff costs 51,290 46,402
4,141,961 3,696,461
Wages and salaries recharged by subsidiary = 32,988
Wages and salaries recharged to parent company (498,251) -
Wages and salaries recharged to subsidiary (49,550) (88,778)
Wages and salaries recharged to fellow subsidiary = (30,914)
Wages and salaries recharged to other related party G (32,638)
3,594,160 3,577,119
The average number of petsons employed by the company for the reporting periods presented were:
2021 2020
No. No.
Administration 17 16
Hospitality and gaming 112 123
Security and surveillance 22 20
151 159
8 Finance income and finance costs
The following amounts may be analysed as follows for the reporting periods presented:
2021 2020
€ €
Finance income
Interest income from cash and cash equivalents - 5
Other interest 150,637 -
150,637 5
Finance costs ,
Interest expense on borrowings at amortised cost 58,937 10,806
Interest expense on lease liability 780,698 767,333
Interest expense on non-financial assets 53,746 103,667
893,381 881,806
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9 (Loss) profit before tax

The (loss) profit before tax is stated after charging:

2021 2020

€ €

Directors’ remuneration - 116,697
Auditor's remuneration 26,590 27,235

10 Tax income (expense)

The telationship between the expected tax expense based on the effective tax rate of Dragonara Gaming
Limited at 35% and the tax expense actually recognised in the income statement can be reconciled as
follows:

2021 2020
€ €
(Loss) profit before tax (744,657) 284,999
Tax rate 35% 35%
Expected tax income / (expense) 260,630 (99,750)
Adjustment for:
Non-deductible expenses (41,215) (195,180)
Non-taxable income 52,723 -
Revaluation of immovable property 118,073 (7,318,468)
Actual tax income / (expense), net 390,211 (7,613,398)
Comprising:
Losses surrendered from group companies - (635,823)
Deferred tax on an adjustment to the opening balance of retained earnings - 27,601
Deferred tax expense recognised in profit or loss 272,138 313,292
Deferred tax expense recognised in other comprehensive income 118,073 (7,318,468)
390,211 (7,613,398)

Refer to note 23 for information on the company’s deferred tax assets and liabilities.



Dragonara Gaming Limited 22
Report and Financial Statements
Year ended 30 June 2021

11 Intangible assets

Details of the company’s intangible assets and their carrying amounts are as follows:

Concession
fee Software Total
€ € €
Gross carrying amount
Balance at 1 July 2020 - 928,433 928,433
Disposals - - -
Balance at 30 June 2021 - 928,433 928,433
Amortisation
Balance at 1 July 2020 - 918,254 918,254
Amortisation for the year - 5,310 5,310
Balance at 30 June 2021 - 923,564 923,564
Carrying amount at 30 June 2021 - 4,869 4,869
Gross carrying amount
Balance at 1 July 2019 3,505,500 928,433 4,433,933
Disposals (3,505,500) - (3,505,500)
Balance at 30 June 2020 - 928,433 928,433
Balance at 1 July 2019 3,154,950 912,521 4,067,471
Amortisation for the year 350,550 5,733 356,283
Released on disposal (3,505,500) - (3,505,500)
Balance at 30 June 2020 - 918,254 918,254

Carrying amount at 30 June 2020 - 10,179 10,179
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12 Property, plant and equipment

Details of the company’s ptopetty, plant and equipment and their carrying amounts are as follows:

23

Furniture,
Office and electrical and
Leasehold Plant and computer sanitary Work in
improvements equipment equipment fittings progress Total
€ € € € € €
Gross carrying amount
Balance at 1 July 2020 697,153 12,309,026 725,766 1,586,888 225,582 15,544,415
Additions = 83,438 43,839 706 37,233 165,216
Balance at 30 June 2021 697,153 12,392,464 769,605 1,587,594 262,815 15,709,631
Depreciation
Balance at 1 July 2020 676,393 11,462,758 667,503 1,182,416 - 13,989,070
Charge for the year 20,760 499,689 30,917 118,340 - 669,706
Balance at 30 June 2021 697,153 11,962,447 698,420 1,300,756 - 14,658,776
Carrying amount at 30 June
2021 - 430,017 71,185 286,838 262,815 1,050,855
Gross carrying amount
Balance at 1 July 2019 697,153 12,123,978 692,666 1,575,877 118,084 15,207,758
Additions - 185,048 33,100 11,011 107,498 336,657
Balance at 30 June 2020 697,153 12,309,026 725,766 1,586,888 225,582 15,544,415
Depreciation
Balance at 1 July 2019 580,752 10,737,462 624,878 1,061,961 - 13,005,053
Charge for the year 95,641 725,296 42,625 120,455 - 984,017
Balance at 30 June 2020 676,393 11,462,758 667,503 1,182,416 - 13,989,070
Carrying amount at 30 June
2020 20,760 846,268 58,263 404,472 225,582 1,555,345
All depreciation charges are included within ‘depreciation and amortisation’ in the income statement.
13 Right-of-use asset
Details of the company’s right-of-use asset and its carrying amount can be analysed as follows:
Leased
Property
€
Cost
At 1 July 2020/ At 30 June 2021 37,751,797
Accumulated depreciation
At 1 July 2020 251,797
Charge for the year 589,841
At 30 June 2021 841,638
Carrying amount at 30 June 2021 36,910,159
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Cost

Adjustment on transition to IFRS 16
Present value of provision for restoration
Revaluation

At 30 June 2020

Accumulated depreciation
Charge for the year
At 30 June 2021

Carrying amount at 30 June 2020

24

Leased
Property
€

16,090,090
500,000
21,161,707

37,751,797

251,797

251,797

37,500,000

The depreciation charge on right-of-use assets was included in the statement of comprehensive income

under “Administrative expenses”.

14 Investment in subsidiary

The company holds 99.9% voting and equity interest in Dragonara Catering Limited with registered address
at Dragonara Casino Complex, Dragonara Road, St Julian’s, Malta. The subsidiaty provides catering setvices
to the casino. The shates are not publicly listed on a stock exchange and hence published price quotes are

not available.

15 Other financial assets

Restricted cash

Comprising:
Current
Non-current

2021 2020

€ £
750,000 365,000
250,000 -
500,000 365,000
750,000 365,000

The cartying value of other financial assets is considered to be a reasonable approximation of fair value.

Current restricted cash of € 250,000 refers to the secutity for a bank guarantee equivalent to the bid bond for
the renewal of concession in favour of the Government of Malta which will expire on 9% January 2022.

Non-cutrent restricted cash refers to the secutity for a bank guarantee equivalent to the gaming reserve of
€ 365,000 issued in favour of the Malta Gaming Authotity on behalf of the Government of Malta. During

2020, the company incteased the security by €135,000.

16 Inventories

Inventoties tecognised in the statement of financial position mainly comprise gaming table and slot machine

consumables.

The amounts recognised as an expense in the year related to inventories is € 241,308 (2020: € 304,338).
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17 Trade and other receivables

Trade receivables

Accrued income

Amounts owed by a subsidiary

Amounts owed by fellow subsidiaries
Amounts owed by parent company

Amounts owned by ultimate parent company
Amounts owed by other related parties
Other receivables

Financial assets

Prepayments
Trade and other receivables

25
2021 2020
€ €
24,111 7,588
105,840 337,875
180,539 43,083
6,132,224 5,217,340
522,158 522,158
567,443 477,443
595,553 535,553
113,859 103,806
8,241,727 7,244,846
126,420 129,830
8,368,147 7,374,676

Short term financial assets are catried at their nominal value which is consideted a reasonable approximation

of fair value.

The amounts owed by a subsidiary, fellow subsidiaties, parent company, ultimate parent company and

related patties are unsecured, interest free and repayable on demand.

18 Cash and cash equivalents

Cash and cash equivalents in the statement of financial position and statement of cash flows include the

following components:

Cash at bank
Cash on hand

19 Equity
19.1 Share capital

2021 2020

€ €
52,834 202,040
706,955 696,850
759,789 898,890

The share capital of Dragonara Gaming Limited consists of ordinaty A and B shares with a par value of
€0.10. Ordinary A and B shares shall rank equally, provided that ordinary A and B shareholders shall have
the right to appoint, substitute and be represented on the board of directors of the company by up to four (4)
and two (2) directors, respectively. However, the ordinary B shareholder shall not be entitled to receive
dividends or distribution of assets on winding up. In all cases, the number of directors appointed by ordinary
A shareholders shall always be twice the number of ditectors appointed by the ordinary B shareholder.
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2021 2020
€ €

Shares issued
36,244,428 ordinary A shares of € 0.10 each and 76.72% paid up 2,780,649 2,780,649
600,000 ordinary A shares of € 0.10 each and 100% paid-up 60,000 60,000
1 ordinary B share of € 0.10 and 100% paid-up 1 1
2,840,650 2,840,650

Shares authorised
36,844,428 ordinary A shares of € 0.10 each 3,684,443 3,684,443
1 ordinary B share of € 0.10 and 100% paid-up

3,684,443 3,684,443

19.2 Additional paid-in capital

Following the acquisition of its own shares, Dragonara Gaming Limited through an extraordinary resolution
by the shareholders dated 31 July 2012 effected a teduction in its share capital by an equivalent amount of

€ 2,456,295 which tepresents the nominal value of the ‘B’ shares. On 21 November 2012, the said reduction
in Dragonara Gaming Limited’s shate capital was finalised which resulted in the recognition of additional
paid-in capital of € 212,295.

20 Borrowings

2021 2020
€ €

Bank loan
Current 314,421 -
Non-current 4,308,571 -
4,622,992 -

The bank loan was secured by a general hypothec over the company’s and related party’s assets and a pledge
ovet the shates of the company and its parent company.

Loan with Bank of Valletta is to be repaid within six years, inclusive of a 12-month moratorium, from first
drawdown. During the moratorium, interest is to be met by monthly instalments of approximately € 8,870
and thereafter monthly instalments of € 37,946 each, inclusive of interest.

Malta Development Bank shall be repaid over a period not exceeding 6 years inclusive of a 6 month
moratorium on capital and interest through 18 monthly instalments of € 42,781 each inclusive of interest for
the first two years following the moratorium petiod and 48 monthly repayments of € 44,095 each inclusive of
intetest for the final four years.

Total interest incurred on these loans amounted to € 35,945 and € 22,992 respectively, which are included in
the ‘finance cost’ in the statement of comprehensive income.

21 Lease liability

Lease liability is included in the statement of financial position as follows:

2021 2020

€ €

Current = -
Non-current 16,205,280 15,923,331

16,205,280 15,923,331
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The company has a lease for the Dragonara Casino. The lease is included as a right-of-use asset in the
statement of financial position (see note 13).

The company acquired the real ownership rights over the Dragonara immovable property through a “Sub-
Emphyteutical Grant” which is included as a right-of-use asset in the statement of financial position in
accordance with IFRS 16 Leases. Leases ate either non-cancellable or may only be cancelled by incurring a
substantive termination fee. The company is prohibited from lending or transferring the undetlying leased
assets. Upon termination, the right-of-use assets shall be returned to the lender in as good a condition as
when received by the company, except for reasonable wear and tear. The company shall ensure that these
assets ate at all times kept in a good state of tepair and return the property in their original condition at the
end of the lease.

Right-of-use assets No of right-of- Range of Average No of leases No of leases with
use assets remaining remaining with extension termination
leased term lease term options options
Casino 1 63 years 63 years - -

The lease liabilities ate secured by the related underlying assets. Future minimum lease payments at
30 June 2021 and 30 June 2020 were as follows:

Minimum lease payments
Later than one

Not later than year but not later Later than
one year than five years five years Total
€ € € €
30 June 2021
Lease payments 500,000 2,000,000 64,950,302 67,450,302
Finance charges (794,734) (3,333,859) (47,116,429) (51,245,022)
Net present values (294,734) (1,333,859) 17,833,873 16,205,280

Minimum lease payments
Later than one

Not later than year but not later Later than
one year than five years five years Total
€ € € €
30 June. 2020 .
Lease payments 500,000 2,000,000 65,449,053 67,949,053
Finance charges (780,699) (3,270,342) (47,974,681) (52,025,722)

Net present values (280,699) (1,270,342) 17,474,372 15,923,331
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22 Trade and other payables

2021 2020
€ €

Non-current
Provision for restoration 500,000 500,000
Statutory liabilities 1,974,338 1,329,631
2,474,338 1,829,631

Current

Trade payables 355,394 785,265
Capital creditors - 7,498
Amounts due to fellow subsidiary 258,798 184,367
Accrued expenses 725,315 918,332
Other payables 291,720 136,500
Financial liabilities 1,631,227 2,032,159
Statutory liabilities 1,233,726 4,119,162
2,864,988 6,151,321
Total trade and other payables 5,339,291 7,980,952

The cartying values of financial liabilities are considered to be a reasonable approximation of fair value.
The amounts due to fellow subsidiary ate unsecured, intetest free and repayable on demand.

Total provision of € 310,000 due to previous employees in relation to settlements following court cases for
unfair dismissal were paid in full during the current year.
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23 Deferred tax liability

Deferred taxes atising from temporary differences and unabsorbed capital allowances can be summarised as
follows:

Recognised
in statement of
1 July comprehensive 30 June
2020 income 2021
€ € €
Non-current assets
Intangible assets (1,704) - (1,704)
Property, plant and equipment (119,356) 120,060 704
Right of use asset 181,696 186,615 368,311
Revaluation of ROU asset (7,318,468) 118,073 (7,200,395)
Current liabilities
Provisions 108,500 (108,500) -
Unused capital allowances - 73,963 73,963
Total (7,149,332) 390,211 (6,759,121)
Recognised
in statement of
1 July comprehensive 30 June
2019 income 2020
€ € €
Non-current assets
Intangible assets (1,852) 148 (1,704)
Property, plant and equipment (278,440) 159,084 (119,356)
Right of use asset - 181,696 181,696
Revaluation of ROU asset - (7,318,468) (7,318,468)
Non-current liabilities
Other liabilities 27,601 (27,601) -
Current liabilities ' .
Provisions 108,500 - 108,500

Total (144,197) (7,005141)  (7,149,332)
All deferred tax liabilities have been recognised in the statement of financial position.

Refer to note 10 for information on the company’s tax expense.
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24 Cash flow adjustments and changes in working capital

The following non-cash flow adjustments and adjustments for changes in working capital have been made to
loss before tax to attive at operating cash flow:

2021 2020
€ €

Adjustments:
Depreciation and amortisation 927,505 1,592,087
Provision for jackpots and cash and bonus points 19,435 (8,197)
Interest income (150,637) (5)
Interest expense 895,367 881,806
Accrued income (105,840) -
Total adjustments 1,585,830 2,465,701
Net changes in working capital:
Change in inventories 29,037 (30,410)
Change in other financial assets (385,000) (365,000)
Change in trade and other receivables (887,629) (1,543,817)
Change in trade and other payables (2,510,461) (225,672)
Total net changes in working capital (3,754,053) (2,164,899)

25 Related party transactions

The company’s related patties include its ultimate parent company, parent company, subsidiary company,
fellow subsidiaty companies, key management and others as described below.

Unless otherwise stated, none of the transactions incorporates special terms and conditions and no
guarantees wete given or received. Outstanding balances are usually settled in cash.

25.1 Transactions with subsidiary

Dragonara Cateting Limited, a subsidiaty of the company, provides catering services for the Casino’s clients.
The subsidiary charges the company for complimentaty food and beverages provided to the Casino’s clients.
The total complimentary food and beverage chatged by the subsidiary in 2021 amounted to € 274,911 (2020:
€ 202,194).

Also, certain employees of the company provide services to Dragonara Catering Limited and vice versa. The
salaries, wages and benefits for these employees ate recharged to/from the subsidiary. During the reporting
petiod under review, salaties, wages and benefits recharged to the subsidiary amounted to € 49,550

(2020: € 88,778). See note 17 for the outstanding balance as at 30 June 2021 and 2020.

25.2 Transactions with directors

As at year end, total amounts outstanding from the directors is nil (2020: € 15,215).

From 1 July 2020, salaties of the directors were paid from the ultimate parent company. In 2020, the
directors received remuneration of € 116,697.

25.3 Transactions with fellow subsidiaries

During the year ended 30 June 2020, the Company received € 1,816,638 in relation to tax losses surrendered
from a fellow subsidiaty of the group. This resulted in a reduced tax payable of € 635,823. No transactions
took place with fellow subsidiaries for the year ended 30 June 2021.
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26 Contingent liabilities

2021 2020
€ €
Guarantees given in the ordinary course of business 2,300 2,300

27 Financial instrument risk
Risk management objectives and policies

The company is exposed to credit tisk, liquidity risk and market risk through its use of financial instruments
which result from both its operating and investing activities. The company’s risk management is coordinated
by the directors and focuses on actively securing the company’s short to medium term cash flows by
minimising the exposure to financial risk.

The most significant financial risk to which the company is exposed are described below. See also note 27.4
for a summary of the company’s financial assets and financial liabilities by category.

27.1 Credit risk

The company’s exposure to credit risk is limited to the carrying amount of financial assets tecognised at the
teportting date, as summarised below:

Notes 2021 2020
€ €

Classes of financial assets — carrying amounts:
Other financial assets 15 750,000 365,000
Trade and other receivables 17 8,241,727 7,244,846
Cash and cash equivalents 18 759,789 898,890
9,751,516 8,508,736

None of the company’s receivables is secuted by collaterals or other credit enhancements.

The credit risk for liquid funds is considered negligible since the counterparties are reputable banks with high
quality external credit ratings.

Guarantees given ate included in note 26 above.

27.2 Liquidity risk

The company’s exposute to liquidity risk arises from its obligations to meet its financial liabilities, which
comptise interest bearing borrowings, lease liabilities and trade and other payables (see notes 20, 21 and 22).
Prudent liquidity risk management includes maintaining sufficient cash and committed credit facilities to
ensure the availability of an adequate amount of funding to meet the company’s obligations when they
become due.

The company manages its liquidity needs through yearly cash flow forecasts by carefully monitoting
expected cash inflows and outflows on a2 monthly basis. The company’s liquidity risk is not deemed to be
significant in view of the matching of cash inflows and outflows arising from expected maturities of
financial instruments, as well as the company’s committed borrowing facilities that it can access to meet

liquidity needs.
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As at 30 June 2021, the company’s financial liabilities have contractual maturities as summarised below:

Non-current
Current Between 1

Within 1 yearand5 More the 5

Year years years

€ € €

Trade and other payables 1,631,227 - -
Borrowings 314,421 4,308,571 -
Provision for restoration - - 500,000
Lease liabilities - - 16,205,280
Total 1,945,648 4,308,571- 16,705,280

As at 30 June 2020, the company’s financial liabilities have contractual maturities as summarised below:

Non-

Current current

Within 6 6to12 1to5

months months years

€ € €

Trade and other payables 2,032,159 - -
Provision for restoration - - 500,000
Lease liabilities - - 15,923,331
Total 2,032,159 - 16,423,331

27.3 Market risk
Foreign currency risk

The company transacts business mainly in euro. Exposure to cutrency exchange rates atise from the
company’s sale and purchase of foreign cutrency to/from clients. However, foreign curtency denominated
financial assets and liabilities at the end of the financial reporting date under review are deemed negligible.
Accordingly, the company’s exposure to foreign exchange risk is not significant and a sensitivity analysis for
foreign exchange risk disclosing how profit or loss and equity would have been affected by changes in
foreign exchange rates that wete reasonably possible at the reporting date is deemed not necessary.

Interest rate risk
The company is exposed to changes in matket interest rates through its borrowings at variable interest rates.
The following table illustrates the sensitivity of the net result for the year and equity to a reasonably possible

change in interest rates of +/- 100 basis points, with effect from the beginning of the year. These changes
are considered to be reasonably possible based on observation of current market conditions.

The calculations are based on the company’s borrowings held at the reporting date of the reporting period
under review that are sensitive to changes in interest rates. All other variables are held constant.

Profit for the year
€ €
+100 bp -100 bp
30 June 2021 = -

30 June 2020 - =
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27.4 Summary of financial assets and financial liabilities by category

The carrying amounts of the company’s financial assets and financial liabilities as recognised at the reporting
date of the reporting period under review may also be categorised as follows. See note 5.14 for explanations
about how the category of financial instruments affects their subsequent measutrement.

Notes 2021 2020
€ €
Financial assets
Financial assets at amortised cost:
Non-current
- Other financial assets 15 500,000 365,000
Current
- Other financial assets 15 250,000 =
- Trade and other receivables 17 8,241,727 7,244,846
- Cash and cash equivalents 18 759,789 898,890
9,251,516 8,143,736
Financial liabilities
Financial liabilities measured at amortised cost:
Current
- Borrowings 20 314,421 -
- Trade and other payables 22 1,631,227 2,032,159
1,945,648 2,032,159
Non-current
- Borrowings 20 4,308,571 -
- Lease liabilities 21 16,205,280 15,923,331
- Provision for restoration 22 500,000 500,000
21,013,851 16,423,331

28 Capital management policies and procedures

The company’s capital management objectives are to ensure its ability to continue as a going concern and to
provide an adequate return to shareholders through innovation, continuous improvement in quality service,
resource utilisation, increasing the market share and flexibility.

29 Post reporting date events
No adjusting or significant non-adjusting events have occurred between the reporting date and the date of

authotisation.

On 28 July 2021, the company entered into an agreement with the Ministry for the Economy and Industry to
continue for an additional period of ten yeats.
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Independent auditor’s report

To the shareholdets of Dragonara Gaming Limited
Report on the audit of the financial statements

Opinion
We have audited the financial statements of Dragonara Gaming Limited set out on pages 5 to 33 which
comprise the statement of financial position as at 30 June 2021, and the income statement, statement of

changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,
including 2 summaty of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the company as at 30 June 2021, and of its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union
(EU), and have been propetly ptepared in accordance with the requirements of the Companies Act, Cap. 386
(the “Act”).

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 Auditot’s Responsibilities for the Audit of the Financial
Statements section of our repott. 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 requitements of the Accountancy Profession (Code of Ethics for Warrant Holders)
Directive issued in terms of the Accountancy Profession Act, Cap. 281 that are relevant to our audit of the
financial statements in Malta. We have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Other information

The directors are responsible for the other information. The other information comprises the Ditectors’
report shown on pages 2 to 4 which we obtained prior to the date of this auditor’s report, but does not
include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information.
In connection with our audit of the financial statements, out responsibility is to read the other information
and, in doing so, consider whether the othet information is materially inconsistent with the financial

statements ot our knowledge obtained in the audit ot otherwise appeats to be matetially misstated.

With respect to the directors’ repott, we also considered whether the directors’ report includes the
disclosutes required by Atticle 177 of the Act. '
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Based on the work we have petformed, in our opinion:

e The information given in the directors’ report for the financial year for which the financial statements
are prepated is consistent with the financial statements, and

e the directors’ report has been prepared in accordance with the Act.

In addition, in light of the knowledge and understanding of the company and its environment obtained in
the coutse of the audit, we are required to report if we have identified material misstatements in the
directors’ report and other information that we obtained prior to the date of this auditor’s report. We have
nothing to report in this regard.

Responsibilities of those charged with governance for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view in
accordance with IFRS as adopted by the EU and ate propetly prepared in accordance with the provisions of
the Act, 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 relating to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, ot have no realistic alternative but to do so.

The directors are responsible for overseeing the company’s financial reporting process.

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 auditot’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 2 material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggtegate, 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 the ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

- Identify and assess the tisks of material misstatement of the financial statements, whether due to fraud
ot error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and approprtiate to provide a basis for our opinion. The risk of not detecting a matetial
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.

- 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.

- Evaluate the approptiateness of accounting policies used and the reasonableness of accounting es timates
and related disclosures made by management.

- Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncettainty 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 ate requited to draw attention in our auditor’s repott to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify out
opinion. Our conclusions ate based on the audit evidence obtained up to the date of our auditot’s
report. However future events ot conditions may cause the company to cease to continue as a going
concern.
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- Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the undetlying transactions and events in a
mannet that achieves fair presentation.

We communicate with those charged with governance 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

We also have responsibilities under the Companies Act, Cap 386 to report to you if, in our opinion:

- adequate accounting records have not been kept
- the financial statements are not in agreement with the accounting records.
- we have not received all the information and explanations we tequire for our audit.

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

The engagement partner on the audit resulting in this independent auditor’s report is Mark Bugeja

Mark Bugeja (Pattner) for and on behalf of

GRANT THORNTON
Certified Public Accountants

Fort Business Centre
Triq l-Intornjatur, Zone 1
Central Business District
Birkirkara CBD 1050
Malta

22 December 2021



