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Directors’ report

The dircctors herewith present their report and the audited financial statements for the year ended 30 June
2020.

Principal activities

The company was incorpotated on 29 August 2013 to carry on the business of organising, marketing,
promoting, managing and operating all types of remote gaming activities, by means of the interner,
interactive media, mobile and other clectronic platforms.

Review of business development

The year under review was quite unprecedented for many factors. The continued pressure from international
jurisdictions and the tightening of measures on territoties and markets that can be targered via an MGA
License have continued to put pressure on our operations. However, the unexpected turn of events mid-way
through February 2020 and the lockdowns imposed on all land-based operations for nearly 3 months has
given dse to higher-than-expected performance in the online operations. To this end the best way to gauge
the performance of the company is to split the term of this year into 2 broad categories

*  The first being the first 8 months of the fiscal year from July 2019 to February 2020,
*  The second from March 2020 until the end of the fiscal year in June 2020

During the year under review the company generated total revenue and other income of €679,587, a drop of
11% when compared to the total revenue and other income generated a year prior. The revenue and other
income for fiscal year 2018/2019 totaled €763,658.

This decrease in revenue was mainly due to the events that took place in the first 8 months of the fiscal year,
throughout which the company lost a number of very important markets due to intensified restrictions from
international jutisdictions. The closure of some markets that the company was operating in since 2014 led in
some instances to a drop in revenue of over 45%, Other than that, the performance of the core business was
stable and there were no extraordinary events to report. The drop in the first 8 months of the year when
compated to the previous year was registered at 39% and the EBITDA for the same petiod was 59% lowet
than the same period a year earlier. The EBITDA matgin fell from 6.3% to 4.3%,

The closure of land-based gaming establishments stacting on 17 March 2020, fuelled an unprecedented
demand for online gaming products. Throughout this 4-month period the company experienced sustained
demand across its entire portfolio product range. The revenues for the 4-month period when compared to
the same period last year grew by 51%, recovering the lost ground that the company had suffered in the
preceding 8-month period. The EBITA generated in the last 4 months of the fiscal year were 108% better
than the EBITDA a year eatlier.
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When looking at the entire year, the company while decreasing marginally its revenues by 11% saw an
increase in EBITDA of 43%. The total EBITDA for the year came in at €119,735 equivalent to an EBITDA
margin of 17.6% (2019: 11%)

The company is coming to terms with the fast-changing marker dynamics in which fewer international
markets are available. The focus on the local markee will intensify as will its investment in improving its
product. The introduction of a new front-end system and the shift to an own-licence model in the next fiscal
yeat is the basis on which the company secks to grow further.

Directors

In accordance with the Atticles of Association of the company, the present directors are to remain in office.

Mr. Mark Bianchi

Mr. Franco De Gabriele
Mr. Albert Muscat

Ms. Svetlana Buckova

Disclosure of information to the auditor

= As far as each director is aware, there is no relevant information needed by the independent auditot in
connection with preparing the audic report of which the independent auditor is unaware, and

- Each director has taken all steps that he ought to have taken as a director in order to make himself 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 aware of that information

Statement of directors’ responsibilities

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

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

- seleet suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- account for income and charges relating to the accounting period on the aceruals basis;

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

- report comparative figures corresponding to those of the preceding accounting period.

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 propetly 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 duc to fraud or error. They are also

responsible for safeguarding the asscts of the company and for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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Auditor

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

Jed(l1zx

o
Franco De Gabriele Mark Bianchi
[?) cctor Dirdetor

Registered address:
Dragonara Palace
Dragonara Road
St Julian’s

Malta

25 February 2021
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Income statement

Notes

Gross gaming revenues

Royalty income

Other income

Staff costs 5
Other operating expenses

Depreciation

Profit before tax

Tax expense

Profit for the year

5
2020 2019
€ €
576,197 622,031
103,152 141,498
238 129
(186,272) (203,151)
(373,580) (476,657)
(14,420) (14,404)
105,315 69,446
(38,609) (24,780)
66,706 44,666
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Statement of financial position

Assets
Non-current

Plant and equipment
Security deposit

Current
Trade and other receivables
Cash and cash equivalents

Total assets

Notes

10
1

B
2020 2019
€ €
6,968 21,388
37,000 37,000
43,968 58,388
256,414 206,222
138,535 50,652
304,949 256,874
438,917 315,262
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Statement of financial position -

Equity

Share capital
Retained earnings
Total equity

Liahilities

Nen-current
Deferred tax liability

Current
Trade and other payables
Current tax liability

Total liabilities

Total equity and liabilities

T
continued

Notes 2020 2019
€ £
12 25,001 25,001
194,035 127,329
219,036 152,330
13 2,042 6,236
2,042 6,236
14 169,154 97,982
48,685 58,714
217,839 156,696
219,881 162,932
438,917 315,262

The financial statements on pages 5 to 22 were approved and authotised by the board of directors for issue

on 25 February 2021 and signed on its behalf by:

Vieeee

Franco DE‘GEITﬁEle
[ 'Zztor

rk Bianchi
Director

L]
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Statement of changes in equity

At 1 July 2018
Profit for the year
At 30 June 2019

At 1 July 2019
Profit for the year
At 30 June 2020

Retained earnings include all current and prior year results as disclosed in the income statement.

8

Share Retained Total
capital earnings equity
€ € €
25,001 82,663 107,664
- 44,666 44,666
25,001 127,329 152,330
25,001 127,329 152,330
- 66,706 66,706
25,001 194,035 219,036
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Statement of cash flows

Operating activities

Profit before tax

Adjustment

Net changes in working capital

Tax paid

Net cash generated from operating activities

Investing activities
Acquisition of plant and equipment
Net cash used in investing activities

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

Notes

15
15

1"

9

2020 2019

€ €
105,315 69,446
14,420 14,404
(21,823) (15,338)
(10,029) (50,824)
87,883 17,688
2 (1,528)

- (1,528)
87,883 16,160
50,652 34,492
138,535 50,652
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Notes to the financial statements

1 Nature of operations

The company is incorporated to organise, market, promote, manage and operate all types of remote gaming
activities, by means of the internet, interactive media, mobile and other electronic platforms.

2 General information and statement of compliance with IFRS

Dragonara Interactive Limited is incorporated with limited liability under the laws of Malta. The address of
the company’s registered office, which is also its principal place of business, is Dragonara Palace, 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 parent company is
Pinnacle Gaming Group Limited with registered office and principal place of business at Pinnacle Gaming
Group, Level 11, Portomaso Business Tower, St. Julian’s, Malta.

The tinancial statements of the company have been prepared in accordance with International Financial

Reporting Standards (IFRS) as adopted by the European Union and in accordance with the Companies Act
Cap 386.

The financial statements are presented in euros (€), which is also the functional currency of the company.

3 Changes in accounting policies

31 New and revised standards that are effective for annual periods beginning on or
after 1 July 2019

A number of new and revised standards ate effective for annual periods beginning on or after 1 January
2019. These and other amendments to IFRS that became mandatorily cffective in 2019 have no material
impact on the company’s financial results or position. Accotdingly, the company has made no changes to its
accounting policies in 2019.

3.2 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 authorisation of these financial statements, several new, bur not vet effective, standards,
amendments to existing standards, and interpretations have been published by the IASB. None of these
standards, amendments or interpretations have been adopted catly by the company.
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Management anticipates thar all relevant pronouncements will be adopted for the first period beginning on or
after the effective date of the pronouncement. New standatds, amendments and interpretations neither
adopted nor listed have not been disclosed as they are not expected to have a material impact on the
company’s financial statements.

4 Summary of accounting policies
4.1 Overall considerations

The financial statements have been prepared using the significant accounting policies and measurement
bases summarised below.

4.2 Revenue recognition

Revenue comprises revenue from gaming activities which is effectively the total bets less clients’ winnings.

Revenue is measured by reference to the fair value of considetation received or receivable by the company
for services provided, excluding sales taxes, rebates, and players’ bonus.

To determine whether 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.

N

Revenue is recognised either at a point in time or over time, when (or as) the company satisfies performance
obligations by providing setvices to its customers.

Revenue from contracts with customers is recognised when control of the company’s services is transferred to
the customer at an amount that reflects the consideration to which the company expects to be entitled in
exchange for those services.

The company recognises contract liabilities for consideration reccived in respect of unsatisfied petformance
obligations and reports these amounts as other liabilities in the statement of financial position. Similarly, if the
company satisfies a performance obligation before it receives the consideration, the company recognises either
a contract asset or a receivable in its seatement of financial position, depending on whether something other
than the passage of time is requited before the consideration is due.

4.3 Operating expenses

Operating expenscs are recognised in the income statement upon utilisation of the service or at the date of
their origin.

4.4 Income taxes

Tax income recognised in profit or loss comprises the sum of deferred tax and current tax not recognised in
other comprehensive income or directly in equity.

Current income tax assets and/or liabilities comprise those obligations so, ot claims from, fiscal authoritics
relating to the curtent or prior reporting periods, that are unpaid at the reporting date, Current tax is payable
on taxable profit, which differs from profit or loss in the financial statements. Calculations of current tax are
based on tax rates and tax laws that have been enacted or substantively enacted by the end of the repotting
period.
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Deferred income taxes are calculated using the liability method on temporaty differences between the
carrying amounts of assets and liabilities and their tax bases. However, deferred 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. Deferred tax on temporary differences associated with shares in subsidiaries and joint
ventures is not provided if reversal of these temporary differences can be controlled by the company and it is
probable that reversal will not occur in the foresecable future.

Defetred tax assets and liabilitics are calculated, without discounting, at tax rates that are expected to apply to
their respective period of realisation, provided they are enacted or subseantively enacted by the end of the
reporting period. Deferred tax liabilities are always provided for in full,

Deferred tax assets are recognised to the extent that it is probable that they will be utilised against future
taxable income.

Changes in deferred tax assets or liabilities are recognised as a component of tax income or expense in profit
or loss, 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.

4.5 Plant and equipment
Items of 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
2 42
plant and equipment as follows:

Computer equipment 4 years
Gaming equipment 5 years
Furniture and fittings 8 years

Material residual value estimates and estimates of uscful life are updated as requited, but at least annually,
whether or not the asset is revalued,

Gain or losses arising on the disposal of plant and equipment are determined as the difference between the
disposal proceeds and the carrying amount of the assets are recognised in the income statement within
‘other income’ or ‘other operating expenses.’

4.6 Impairment testing of plant and equipment

For the purposes of assessing impaitment, assets are grouped at the lowest levels for which thete 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 or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.
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An impairment loss is recognised for the amount by which the asset’s or cash-generating unit’s carrying
amount exceeds its recoverable amount. The recoverable amount is the greater 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 futute
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 reflece their respective risk profiles as assessed by the company’s management.

Impairment losses are recognised immediately in profit or loss. Impairment losses for cash-generating units
are charged 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 charge thar
has been recognised is reversed if the cash-generating unit’s recoverable amount exceeds its catrying amount.

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

4.7 Financial instruments

Recognition, initial measurement and derecognition
Financial asscts and financial liabilities are recognised when the company become a patty to the contractual

provisions of the financial instrument,

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire,
ot when the financial asset and substantially all the risks and rewards are transferred. A financial liahility is
derecognised when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Financial assets are initially measured at fair value adjusted for transaction costs (where applicable).
Financial assets are classified into the following categories:

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

In the years presented the company did not have any financial assets categotised as FVTPL and FVOCL
The classification is determined by both:

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

All income and expenses relating to financial assets that ate recognised in profit ot loss are presented within
finance costs, finance income or other financial items, except for impairment of trade receivables which is
presented within other expenses.

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

are 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

* the concractual terms of the financial assets give tise to cash flows that are solely payments of
principal and interest on the principal amount outstanding
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After initial recognition, these are 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
cquivalents, trade and most other receivables fall into this category of financial instruments.

Impairment of financial assets

IFRS 9's impairment requirements use more 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 trade receivables.

Recognition of credit losses is no longer dependent on the company first identifying a credit loss event.
Instead the company considers a broader range of information when assessing credit risk and measuring
expecred credit losses, including past events, curtent conditions, reasonable and suppottable 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
recognition or that have low credit tisk (‘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.

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 the expected shortfalls in contractual cash
flows, considering the potential for default at any point during the life of the financial instrument. In
caleulating, the company uses its historical experience, external indicators and forward-looking information to
caleulate the expected credit losses using a provision matrix.

The company assess impairment of trade receivables on a collective basis as they possess shared credit risk
characteristics.

Classification and measurement of financial liabilities

The company’s financial liabilities include trade and ather payables.

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

Subsequently, financial liabilities are measured at amortised cost using the effective interest method.
All interest-related charges are included within finance costs ot finance income.

4.8 Cash and cash equivalents

Cash and cash equivalents comprise unrestricted demand deposits with financial institution.
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4.9 Equity and reserves

Share capital is determined using the nominal value of shares that have been issued.
Retained carnings (accumulated losses) include all cutrent and prior petiod results,

4.10 Provisions and contingent liabilities

Provisions are recognised when present obligations will probably lead to an outflow of cconomic resources
from the group and they can be measured 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, such as product warranties, legal disputes or onerous contracts. Provisions are not recognised

for future operating losses.

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the
most reliable evidence available ac the balance sheet dare, including the risks and uncertaintics with the
present obligation. Where there are a number of similar obligations, the likelihood that an outflow will be
required 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 reimbursement that the company can be virtually certain to collect from a third parey with tespect to the

obligation is recognised as a separate asset. However, this asset may not exceed the amount of the related
provision,

All provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate of the
company’s management.

In those cases where the possible outflow of economic resources as a result of present obligations is
considered improbable or remote, no liability is recognised.

4.11 Significant management judgement 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 judgement

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

Recognition of deferred tax assets

The assessment of the probability of future taxable income in which deferred tax asset can be utilised is based
on the company’s latest approved budget forecast, which is adjusted for significant non-taxable income and
expenses and specific limits to use of any unused tax loss or credit. If a positive forecast of taxable income
indicates the probable usc of a deferred tax asser, thar deferred tax asser is recognised in full.

Estimation uncertainty

Information about estimates and assumptions that has the most significant effect on tecognition and

measurement of assets, liabilitics, income and expenses is provided below. Actual results may he substantially
different,



Dragonara Interactive Limited 16
Report and financial statements
For the year ended 30 June 2020

Useful lives of depreciable assets

Management reviews the useful lives of depreciable assers at each reporting date, based on the expected utility

of the assets to the company. The carrying amounts are analysed in note 8. Actual results, however, may vary
duc to technical obsolescence, particulatly relating to the computer equipment.

5 Staff costs
2020 2019
€ €
Wages and salaries 179,534 196,678
Social security costs 6,525 6,258
Other staff costs 213 215
186,272 203,151

Wages and salaries include € 78,531 (2019: € 87,924) recharged from a fellow subsidiary.

The average number of persons employed by the company for the reporting periods presented were:

2020 2019
No. No.
Administration 2 2
Operations 2 2
4 4
<] Profit before tax
Profit befote tax is stated after charging:
2020 2019
€ €
Auditor's remuneration 4,956 4,820
Depreciation 14,420 14,404

7 Tax expense

The relationship between the expected tax expense based on the effective tax rate of the company at 35%
(2019: 35%) and the tax expense actually recognised in the income statement can be reconciled as follows:

2020 2019
€ €
Profit before tax 105,315 69,446
Tax rate 35% 35%
Expected tax expense (36,859) (24,308)
Non-deductible expenses (1,750) (474)
Actual tax expense (38,609) (24,780)
Comprising:
Tax losses surrendered from group companies (42,803) -
Current tax - (23,598)
Deferred tax liability 4,194 {1,182)
(38,609) (24,780)

Refer to note 13 for information on the company’s deferred tax liabilitics,
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8 Plant and equipment
Furniture
Computer Gaming and
equipment equipment fittings Total
€ € 3 €
Gross carrying amount
As at 1 July 2019 and 30 June 2020 4,534 67,510 478 72,522
Depreciation and impairment
As at 1 July 2019 2,516 48,486 132 51,134
Charge for the year 858 13,502 60 14,420
As at 30 June 2020 3,374 61,988 192 65,554
Carrying amount at 30 June 2020 1,160 5,522 286 6,968
Gross carrying amount
As at 1 July 2018 3,006 67,510 478 70,994
Additions 1,528 - - 1,528
As at 30 June 2019 4,534 67,510 478 72,522
Depreciation and impairment
As at 1 July 2018 1,677 34,983 70 36,730
Charge for the year 839 13,503 62 14,404
As at 30 June 2019 2,516 48,486 132 51,134
Carrying amount at 30 June 2019 2,018 19,024 346 21,388
9 Security deposit
2020 2019
€ €
Refundable deposit 37.000 37.000

The company entered into an agreement with a third party which implements gaming services by virtue of
the licence granted by different gaming service providers, The third party shall be responsible for ensuring
continuous access and operation of the gaming services offered by the gaming service providers for the

players. Also, the third party undertakes to maintain all necessary hardware and systems for implementation
of player handling and gaming services.

By virtue of the above, in order for the company to start operations and have access to the gaming scrvices,
the company gives a refundable deposit to the third party to act as working capital for the effective
management of players’ fund account which is required for each player in the notmal course of business
activities. As operations increase or decrease, the refundable deposit increases or decreases.
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10 Trade and other receivables
2020 2019
€ €
Trade receivables 70,312 42,062
Amount due from faellow subsidiary 184,367 163,085
Financial assets 254,679 205,147
Prepaymants 1,735 1,075
Trade and other receivables 256,414 206,222

Short term financial assets are carried at their nominal value which is considered a reasonable approximation
of fair value.

The amount due from fellow subsidiary 1s unsecured, interest free and repayable on demand.

11 Cash and cash equivalents

Cash and cash equivalents in the statement of financial position and cash flows include the following
C{Jmpcmcnr.:

2020 2019
€ €
Cash at bank 138,535 50,652

The company does not have restrictions on its cash at bank at year end.

12 Share capital

The share capital of Dragonara Interactive Limited consists of ordinary shares with a par value of € 1. All
shares are equally eligible to receive dividends and the tepayment of capital and represent one vote at the
shareholders’ meeting of Dragonara Interactive Limited.

2020 2019
€ €
Shares issued at 30 June
99,999 ordinary A shares of € 1 each and 25% paid-up 25,000 25,000
1 ordinary B share of € 1 each and 100% paid-up 1 1
25,001 25,001
Shares authorised at 30 June
99,999 ordinary A shares of € 1 each 99,999 99,999
1 ordinary B share of € 1 1 1
100,000 100,000
13 Deferred tax liability
Deferred taxes arising from temporary differences can be summarised as follows:
Recognised
1 July In profit and 30 June
2019 loss 2020
€ S €

Non-current assets
Plant and equipment (6,236) 4,194 (2,042)
Total (6,236) 4,194 (2,042)
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Recognised
1 July In profit and 30 June
2018 loss 2019
€ € €
Non-current assets
Plant and equipment (5,054) (1,182) (6,236)
Total (5,054) (1,182) (6,236)
14 Trade and other payables
2020 2019
€ €
Trade payables 56,664 12,450
Accrued expenses 99,855 83,394
Financial liabilities 156,519 95,844
Statutory liabilities 12,635 2,138
Trade and other payables 169,154 97,982

Short term financial liabiliies are carried at their nominal value which is considered a reasonable

approximation of fair value.

15 Cash flow adjustment and changes in working capital

The following non-cash flow adjustment and adjustments for changes in working capital have been made to

the pre-tax result for the year to arrive at operating cash flow;

2020 2019
€ €
Adjustment:
Depreciation of plant and equipment 14,420 14,404
14,420 14,404
Net changes in working capital:
Change in trade and other receivables (92,995) (30,374)
Change in trade and other payables 71,172 15,036
(21,823) (15,338)
16 Related party transactions
The company’s related parties include its parent company and fellow subsidiaries.
2020 2019
€ £
Wages and salaries recharged from Dragonara Gaming Limited 78,531 87,924
Tax losses surrendered from fellow subsidiaries 42,803 -

Unless otherwise stated, nonc of the transactions incorporates special terms and conditions and no
3 P
guarantee was given or received.

Outstanding balances with and to related parties are disclosed in note 10 and 14, respectively.
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17 Financial instrument risks
Risk management objectives and policies

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

The most significant financial risks to which the company is exposed are described below. See also nore 17.4
for a summary of the company’s financial assets and liabilities by category.

17.1 Credit risk

The company’s exposute to ctedit risks is limited to the cattying amount of financial assets recognised at the
balance sheet date, as summarised below:

Notes 2020 2019
€ €

Classes of financial assets - carrying amounts
Security deposit 9 37,000 37,000
Trade and other receivables 10 254,679 205,147
Cash and cash equivalents 11 138,535 50,652
431,712 292,799

The company continuously monitors defaults of customers and other counterparties, identified either
individually or by group, and incorporates this information into its credit risk controls. The company’s pelicy
is to deal only with creditworthy counterparries.

The company’s management considers that the above financial assets that are not impaired for each of the
reporting dates under review are of good credit quality.

The company has an overall credit policy that monitors its receivables and evaluates the amount of credit
extended based on the credit worthiness of the counterparty and its history of payments. Dealings with
counterparties may be suspended if counterparties default in their payments and, in some cases, legal action
may be taken to recover amounts outstanding for an extended petiod.

None of the company’s financial assets is secured by collateral or other credit enhancements.

The company does not have significant exposure with respect to receivables since the major debtots are
related companies which are creditworthy.

With respect to balances with related parties (as disclosed in note 10) the company assesses the credit quality
of these related parties by taking into account financial position, petformance and other factots. In
measuring the expected credit losses in these balances, management determined the impaitment provision
independently from third party receivables and as at 30 June 2020, there was no impairment in relation to
related party balances. Management take cognisance of the related party relationship with these entities and

settlement arrangements in place and management does not expect any losses from non-performance or
default,
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The company banks only with reputable local financial institutions with high quality standing or rating,

At 30 June 2020, cash and cash equivalents are held with counterparties with credit rating of BBB- and ate
callable on demand. Management consider the probability of default to be close to zeto as the counterparties
have a strong capacity to meet their contractual obligation in the near term. As a result, no loss allowance has

been recognized based on 12-month expected credit losses as any such impairment would be wholly
insignificant to the company.

Dragonara Interactive Limited does not grant any eredit facilities to its customers.

17.2 Liquidity risk

The company’s exposure to liquidity risk arises from its obligations to meet its financial liabilitics (see note
14). Prudent liquidity risk management includes maintaining sufficient cash and committed credit facilitics

to ensure the availability of an adequate amount of funding to meet the company’s obligations when they
become due.

The contractual maturities of the company’s financial liabilities at the reporting date under review arc all
current.

17.3 Market risk

Foreign currency risk
The company is not exposed to currency risk as it transacts only in its functional currency.
Interest rate risk

The company has no financial instruments subject to floating interest rate, except for cash at bank, which

historically has shown small change in interest rates. As such, the company’s management believes that the
interest rate risk is not matetial.

17.4 Summary of financial assets and liabilities by category

The carrying amounts of the company’s financial assets and liabilities as recognised at the balanee sheet date

may also be categorised as follows, Sce note 4.7 for explanations about how the category of financial
instruments affects their subsequent measurement.

Notes 2020 2019
€ €
Loans and receivables:
Non-current
- Security deposits 9 37,000 37,000
Current assets
- Trade and other receivables 10 254,679 205,147
- Cash and cash equivalents 11 138,535 50,652
430,214 292,799
Financial liabilities measured at amortised cost:
Current liabilities
- Trade and other payables 14 156,519 95,844

18 Capital management policies and procedures

The company’s capiral management objectives are to ensure its ability to continue as a going concern and
provide an adequate return to sharcholders.
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19 Post reporting date events

22

No adjusting or significant non-adjusting events have occutred between the end of the reporting period and

the date of authorisation by the directors.
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Independent auditor’s report

To the sharcholders of Dragonara Interactive Limited
Report on the audit of the financial statements
Opinion

We have audited the financial statements of Dragonara Interactive Limited set out on pages 5 to 22 which
comprise the statement of financial position as at 30 June 2020, 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 a summary 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 2020, 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 Eutopean Union
(EU), and have been properly prepared 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 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 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 infotmation comprises the directors’

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, 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 obrained in the audit or otherwise appears to be materially misstated.

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

® The information given in the directors’ report for the financial year for which the financial
statemnents are prepared is consistent with the financial statements, and
® the ditectors’ 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 course 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 fait view in
accordance with IFRS as adopted by the EU and are properly 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
coneern basis of accounting unless the directors cither intend to liquidate the company ot to ceasce
operations, or have no realistic alternative but to do so.

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

Auditor's respansibilities for the audit of the financial statements

Our objectives ate to obeain reasonable assurance about whether the financial statements as a whole are free
from matetial misstatement, whether due to fraud or error, and to issue an auditor’s 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 1SAs will always detect a material misstatement when it exists, Misstatements can arise from
fraud or error and ate 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 the ISAs, we excrcise professional judgement and maintain
professional scepticism throughout the audit. We also:

= ldentfy and asscss 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, mistepresentations, 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

cffectiveness of the company’s internal control.

Evaluate the appropriatencss of accounting policies used and the reasonableness of accounting estimates

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 uncummty 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 out

opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditot’s

report. However future events or conditions may cause the company to cease to continue as a going
concerm.
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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 underlying transactions and events in a
manner 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 audir 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 require for our audit.

We have nothing to report to you in respect of these responsibilities.
The engagement pattner on the audit resulting in this independent auditor’s report is Mark Bugeja.
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