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Horizon Finance plc
Directors' Report
For the year ended 31 December 2020

The directors present their report and the audited financial statements for the period ended 31 December 2020.

Principal Activities

The company’s principal activity is to carry on the business of financing or refinancing of the funding requirements of the
company and the group.

By virtue of a company admission document dated 1 March 2019 the company issued € 2,000,000 secured callable bonds
with a face value of €100 each and having a coupon interest rate of 5%. The bonds were admitted to trading on Prospects
MTF of the Malta Stock Exchange on 21 March 2019. In accordance with the provisions of the Company Admission
Document, the proceeds from the bond issue have been advanced to the shareholder, Middletown Investments Limited
{which also acts as guarantor} and a group company, Chester Holdings Limited to finance their investment requirements in
pursuance of the group's investment and business development strategy.

Review of Business

During the year under review, the company registered a loss before tax amounting to € 18,815 (2019: € 4,571). After
allowing for deferred taxation, the loss for the year amounted to € 13,042 (2019: profit of € 18,842). Comparative amounts
for 2019 cover the period from incorporation i..e 1 October 2018 to 31 December 2019.

Financial performance of the company

Finance income amounting to € 113,927 (2019: € 108,802) is generated from interest charged on the loans advanced to the
shareholder and a group company. Finance costs comprise interest payable on issued bonds and amortisation of the related
issue costs amounting to € 105,468 (2019: € B4,149). Administrative expenses including directors’ and professional fees
amounted to € 31,659 (2019; € 29,224).

The directors do not expect any significant changes in the company’s activities in the short-term period and expect that the
company will continue to register a surplus based on projections for the foreseeable future.

The directors note that a variance resulted when comparing the company’s results for the year ended 31 December 2020 to
the projections set out in the Company Admission Document dated 1 March 2019. The company did not achieve the
projected revenues and profit before tax due to the reduction in the interest rate applicable to the loans advanced by the
company to related entities and an increase in unprojected costs.

Financial position of the company

The company’s assets comprise non-current loans of € 1,750,000 (2019: € 1,700,000) advanced to the shareholder and a
group company. Accrued interest on these loans amounted to € 99,293 (2019: € 108,802), which is due for repayment within
12 months. The company's bank balance at 31 December 2020 stood at € 43,176 (2019: € 258,361).

Liabilities include the € 2 million 5% secured bonds (net of amortised issue costs) and accrued coupon interest payable
thereon of € 79,781 (2019: € 80,000), which are presented within non-current and current liabilities, respectively.

At 31 December 2020, Horizon Finance plc's equity amounted to € 52,400 (2019: € 65,442).

The company recognises that the key risk and uncertainty of its business is that of the potential non-fulfiiment by the
borrowers (that is, Middletown Investments Limited and Chester Holdings Limited) of their loan obligations and obligations
set in the bond prospecius.
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Guarantor's performance for 2020 and outlook for 2021
There have not been any material changes to the financial position of the Guarantor for the period under review.

The Guarantor is not envisaging any material changes in 2021.

Financial risk management

The company’s aclivities potentially expose it to the following financial risks: credit risk and liquidity risk. Further information
on these risks and how they are mitigated by management is disclosed in note 17 1o the financial statements.

Results and Dividends

The statement of comprehensive income is set out in page 18.

During the year under review, the directors did not recommend the payment of a dividend.

Directors
The directors of the Company who held office during the period were:
Dr Kevin Deguara
Dr Jean Carl Farrugia
Mr Kenneth Deguara
Mr Benjamin Muscat
Mr Charies Scerri (appointed on 19 January 2021)
Mr Robert Ancilleri (resigned on 12 January 2021)

In accordance with the company's Articles of Association, the present directors are to remain in office.
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Statement of directors’ responsibilities for the financial statements

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

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

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

. selecting suitable accounting policies and apply them consistently;

. making judgements and estimates that are reasonable in the circumstances; and

. adopting the going concern basis unless it is inappropriate to presume that the Company will continue in the
business.

The directors are also responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the Company and to enable them to ensure that the financial statements comply with the
Companies Act (Cap. 386) enacted in Malta. This responsibility includes designing, implementing and maintaining such
internal control as the direclors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error. The directors are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors confirm thal, to the best of their knowledge:

* the financial stalements give a true and fair view of the financial position of the Company as at 31 December 2020,
and of the financial performance and the cash flows for the year then ended in accordance with International
Financial Reporting Standards as adopted by the European Union; and

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

Going concern statement

After making enquiries, the directors, at the time of approving the financial staternents, have determined that it is reasonable
to assume that the company has adequate resources to continue operating for the foresesable future. For this reason, the
directors have adopted the going concern basis in preparing the financial statements.
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Auditor

CCPS Audit Limited have expressed their willingness to continue in office and a resolution for their reappointment will be
proposed at the Annual General Meeting.

Approved by the board of directors on 4 March 2021 and signed on its behalf by:

N

Kevin Deguara
Director

Registered Address:
Il Piazzetta, A, Suite 52, Level 5

Tower Road
Sliema
Malta
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1.  Introduction

The Prospects MTF Rules issued by the Malta Stock Exchange require qualifying companies admitted to Prospects
MTF to observe relevant comorate governance standards, in this case the Code of Principles of Good Corporate
Governance ("the Code").

The Board of Directors {the "Board" or the “Directors”) of Horizon Finance plc (the "Company") acknowledges that
although the Code does not dictate or prescribe mandatory rules, compliance with the principles of good corporate
governance recommended in the Code is in the best interests of the Company, its shareholders and other
stakeholders.

2. General

Good corporate governance is the responsibility of the Board. In this regard, the Board has carried out a review of the
company's compliance with the Code for the financial period being reported upon. In deciding on the most appropriate
manner in which 1o implement the Code, the Board took cognisance of the Company's size, nature and operations, and
acknowledges the view that the adoption of certain mechanisms and structures which may be suitable for companies
with extensive operations may not be appropriate for the Company. The limitations of size and scope of operations
inevitably impact on the structures required to implement the Code, without however diluting the effectiveness thereof.
The Board considers that, to the extent otherwise disclosed herein, the Company has generally been in compliance
with the Code throughout the year under review.

The following sections will provide details of the structures and processes in place within the Company and how these
effectively achieve the goals set out in the Code for the period under review. For this purpose, this Statement will make
reference to the pertinent principles of the Code and then set out the manner in which the Board considers that these
have been adhered to, and where it has not. For the avoidance of doublt, reference in this Statement to compliance with
the principles of the Code means compliance with the Code's main principles.

3. Compliance with the Code
Principle One: The Board

The Board is composed of members who are fit and proper to direct the business of the company with honesty,
competence and integrity. All members of the Board are fully aware of, and conversant with, the stalutory and
regulatory requirements connected to the business of the company.

The Board sets the strategy and direction of the Company and retains direct responsibility for appraising and
monitoring the Company's financial statements and annual report. The activities of the Board are exercised in a manner
designed to ensure that it can effectively supervise the operations of the Company so as to protect the interests of the
Shareholders, Bondholders and other relevant stakeholders. The Board is also responsible for making relevant public
announcements and for the Company's compliance with the Prospects MTF Rules' continuing obligations.

The Board consists of a mix of executive and non-executive directors.
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3. Compliance with the Code (continued)
Principle Twa: Chairperson and Chief Executive Officer

Dr Kevin Deguara was appointed as the Chairperson of the Board for the period under review, whose main function is
to lead the Board and set ils agenda. The Chairperson is also responsible 1o ensure that the Board receives precise,
timely and objective information so that the directors can take sound decisions and effectively monitor the performance
of the company. The Chairperson ensures that there is effective communication with stakeholders and, during board
meetings, that there is active engagement by all directors for the discussion of complex and/or contentious issues. The
Board considers that notwithstanding that the Chairperson is not an independent director as recommended by the
Code, the means for addressing potential conflicts of interest are suilably addressed in statute of the company and
terms of reference of the Audit Committee of the Company. Furlhermore, the Board considers the present Chairperson
to be fit and proper to occupy the role.

In terms of the Articles of Association of the company, the Board of Directors may from time to time appoint one or
more executive directors to the office of Chief Executive Officer of the company, and on such terms as they think fit.
Due to the size and operating nature of the Company, the Board has not appointed a Chief Executive Officer. The day
to day running of the Company is vested in the Executive Directors of the Company.

Principle Three: Composiiion of the Board

The composition of the Board, in line wilh the requirements of Principle Three of the Code, is composed of a mix of
executive and non-executive directors, including independent non-executives, as follows:

Dr Kevin Deguara Executive director and Chairperson

Dr Jean Carl Farrugia Executive director

Mr Kenneth Deguara Executive director

Mr Benjamin Muscat Independent, non-executive director

Mr Charles Scerri Independent, non-executive director {appointed on 19 January 2021)
Mr Robent Ancilleri Independent, non-executive director {resigned on 13 January 2021)

In accordance with the provisions of the Company's Arlicles of Association, the appointment of Directors to the Board is
exclusively reserved to the Company's shareholders, except in so far as appointment is made by the Board to fill a
casual vacancy, which appoiniment would be valid until the conclusion of the next Annual General Meeling of the
Company following such an appointment. In terms of the Articles of Association, a Director shall hold office for a period
of three years from the date of his appointment, but shall be eligible for re-election.

The Board has a balance of knowledge and experience as well as a strong non-executive presence to allow continued
scrutiny of the Company’s performance, strategy and governance,

None of the independent non-executive directors:
a) are or have been employed in any capacity with the Company;
b) have or had a significant business relationship with the Company;
c) has received significant additional remuneration from the Company;

d) has close family ties with any of the Company's executive Directors or senior employees;
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For the year ended 31 December 2020

3.

Compliance with the Code (continued)
e} has served on the Board for more than twelve consecutive years; or

f) is or has been within the last three years an engagement partner or a member of the audit team of the present
or former external auditor of the Company.

In terms of Code Provision 3.4, each non-executive Director has declared in writing to the Board that he undertakes:
a) to maintain in all circumstances his independence of analysis, decisions and actions;

b) not to seek or accept any unreasonable advantages that could be considered as compromising his
independence; and

c) to clearly express his opposition in the event that he finds that a decision of the Board may harm the Company.

Principle Four: The Responsibilities of the Board

In terms of Principle Four, it is the Board's responsibility to ensure a system of accountability, monitoring, strategy
formulation and policy development. The Board of the company is entrusied with the overall direction, administration
and management of the company and meets on a regular basis to discuss and take decisions on matters concerning
the strategy, operational performance and financial performance of the company. The Board is also responsible for
ensuring that the Company establishes and operates effective internal controls and management information systems
and that it communicates effectively with the market.

In fulfiling its responsibilities, the Board continuously assesses and monitors the company's present and future
operations, opportunities, threats and risks in the external envircnment, and its current and future strengths and
weaknesses.

In ensuring compliance with other statutory requirements and with continuing listing obligations, the Board is advised
directly, as appropriate, by its appointed legal and other advisors. Direclors are entitled to seek independent
professional advice at any time on any aspect of their duties and responsibilities, al the company's expense.

During the financial period under review, the Board held six {6} meetings.

In the period under review, the Board has established and maintained an Audit Committee to delegate certain powers,
authorilies and discretions. The role and competence of such Committee is further described in Principle 8 below.

Internal Control

The Board is ultimately responsible for the Company's sysiem of internal controls and for reviewing its effectiveness.
The Directors are aware that internal control systems are designed to manage, rather than eliminate, the risk of failure
to achieve business objectives, and can only provide reascnable, and not absolule, assurance against normal business
risks.

During the financial year under review the Company operated a system of internal controls which provided reasonable
assurance of effective and efficient operations covering all controls, including financial and operational controls and
compliance with laws and regulations. Processes are in place for identifying, evalualing and managing the significant
risks facing the Company. Other key features of the system of internal control adopted by the Company in respect of its
own internal control as well as the control of its subsidiaries and affiliates are as follows:
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3. Compliance with the Code {(continued)
Risk identification

The Board, with the assistance of the management team, is responsible for the identification and evaluation of key risks
applicable to the areas of business in which the Company and its subsidiaries are involved. These risks are assessed
on a continual basis.

Information and communication

Periodic strategic reviews which include consideration of long-term financial projections and the evaluation of business
alternatives are reguiarly convened by the Board. An annual budget is prepared and performance against this plan is
actively monitored and reported to the Board.

Principle Five: Board Meetings

The Directors meet regularly to dispatch the business of the Board. The Directors are nofified of forthcoming meetings
by the Company Secretary with the issue of an agenda and supporting Board papers, which are circulated in advance
of the meeting. Minutes are prepared during Board meetings recording faithfully attendance, and resolutions taken at
the meeting. The Chairperson ensures that all relevant issues are on the agenda supported by all available information,
whilst encouraging the presentation of views pertinent 1o the subject matter and giving all Directors every opportunity to
contribute to relevant issues on the agenda. The agenda on the Board seeks to achieve a balance between long-term
strategic and short-term performance issues. Under the present circumstances, the Board does not consider it
necessary to appoint a committee 10 carry out a performance evaluation of its role, as the Board's performance is
always under the scrutiny of the shareholders of the Company.

The Board meets as often as frequently required in line with the nature and demands of the business of the Company.
Directors attend meetings on a frequent and regular basis and dedicate the necessary time and attention to their duties
as Directors of the Company. The Board met six {6) times during the financial year under review. The following
Directors attended Board meetings as follows;

Dr Kevin Deguara Executive director and Chairperson [6]

Dr Jean Carl Farrugia Executive director [6])

Mr Kenneth Deguara Executive director (6]

Mr Benjamin Muscat Independent, non-executive director 6]

Mr Robert Ancilleri Independent, non-executive director (6] (resigned on 13 January 2021)
Audit Commitiee

The Audit Committee is a sub-committee of the Board and is directly responsible and accountable to the Board. The
Audit Committee’s primary objective is to assist the Board in fulfilling its responsibilities: in dealing with issues of risk,
control and governance; and in reviewing the financial reporting processes, financial policies and internal control
structure. This Committee also manages the Board's relationship with the external auditors.

Furthermore, the Audit Committee has the role and function of scrutinising and evaluating any proposed transaction to
be entered into by the Company and a related party, to ensure that the execution of any such transaction is al arm’s
length and on a commercial basis and ultimately in the best interests of the Company.
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Approved by the Board of Directors on 4 March 2021 and signed on ts behalf by:

Kevin Deguara a arl Farrugia
Director " ector
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1,942,307 1,936,839

Kevin Deguara 1l Farrugia
Director ector
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4. Flnance income



Coupon interest payable on bonds
Amortisation of bond issue costs

Annual statutory aud t

Directors' fees




8. Taxation

9. Loans receivable



10. Financial assets at fair value through profit and loss

Quoted debt instruments

Investment
Unabsorbed

12. Other receivables

13. Cash and cash equivalents

Bank balances
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15. Debt securities in issue



16. Cther payables

2020

83,956



31 December 2020
Debt securities in issue 1,942

Other payables 83

2,026,
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Schedule of Administrative Expenses




