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EDEN LEISURE GROUP LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 315" DECEMBER 2018

The directors of Eden Leisure Group Limited present their report, together with the audited financial statements of the Group and
Company for the year ended 31st December 2018.

Principal Activities

The Group is Malta’s leading operator in the Leisure and Hospitality industry. The establishments owned and operated by the
Group include Eden Cinemas, Eden SuperBowl, Cynergi Health & Fitness Club, 89.7 Bay (Radio), InterContinental Arena
Conference Centre and the Eden Car Park. The Group owns two hotel properties, the largest five star property in Malta, the
InterContinental Malta and the Holiday Inn Express, both of which are operated by InterContinental Hotels Group.

Review of Business and Financial Position

In 2018 Group revenues grew by 13% reaching €41m and operating Profit increasing by 21% to €7.9m.

The Hospitality segment contributed the biggest growth with the first full year of the Holiday Inn Express which opened in late
September 2017. The new hotel complemented the hospitality portfolio and increased the number of rooms under management to
645. This superior 3-star hotel has been received very well and has performed according to budget.

The InterContinental Malta performed on a similar level to 2017 and on par with the industry average which overall saw an increase
in average rate for the Sstar sector increasing by 8% and occupancy declining by 2%. As a result the InterContinental Malta
similarly saw an increase in revenue by 2% and a slight decline of 2% in EBTDA affected by a slight increase in costs in particularly
labour costs.

The Entertainment segment performed significantly above budget and against 2017 with an increase in revenue of 21% over 2017
to €10m. All business units showed growth well into the double digits Cynergi Health and Fitness Club continued to perform well
and hit new records on member enrolment and service standards. This on the back of the significant investment in new equipment
in 2017 which has yielded a particularly attractive ROI. Cinema saw its best year in a decade with top blockbusters performing
very well. 89.7 Bay also had a great year with a 35% improvement in profitability and its status as the most listened to station
continued to be confirmed throughout the year through independent surveys conducted by the Broadcasting Authority. The Eden
SuperBowl also continued growing with significant improvements in revenue and GOP.

The Group’s investment into Esports continued throughout 2018. Throughout the year efforts continued both on local, as well as
international initiatives which have placed us in a more attractive position to start to monetize on the investment. Several online
international tournaments were hosted with a significant audience and the year culminated with Eden Esports’s SuperNova event
at the Arena, an event that brought over 8 international teams, was broadcast in 7 languages, and generated over 9.2 million unique
viewers. This final event consolidated our push into this field and has set the company up as a veritable player in the Esports space.

The Group’s interest cover this year stood at 5.7 times.
The statement of profit or loss and other comprehensive income is set out on page 8.

Investments

The Group stepped up its investment into the InterContinental Malta hotel product through an aggressive refurbishment programme
of its rooms, bathrooms and corridors. The project which was originally planned to be completed over a 4 year project was sped
up and will be completed in 2 years nearing completion by the end of 2019. Ongoing improvements and upgrades to the hotel’s
F&B outlets continued throughout the year.
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EDEN LEISURE GROUP LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 31°" DECEMBER 2018

Outlook

Tourism in Malta continued to perform well in 2018 although a clear flattening in the growth of room occupancy in the 5 star
sector has become apparent. Average Room Rate however countered the slight loss in occupancy for the sector and is expected to
continue into 2019. The three star and four star sector showed growth in both occupancy and rate and we expect that positive trend
to positively affect our Holiday Inn Express property in 2019 which is its second full year of operation.

In the longer term however it is not clear if tourism will continue to grow at a rate that will maintain the levels of profitability in
the five star sector. As competing destinations in the southern Mediterranean regain strength and popularity, the Maltese hotel
sector will see a staggering growth in rooms over the next few years, should planning applications develop into hotels. Along with
this is the as yet under regulated likes of private accommodation on Air BnB and Booking.com which pose a threat to legitimate
hotels as it distorts the competitive playing field. Despite this, it is expected that existing hotels that are well capitalised and are
operated by international brands or teams of experienced operators will continue to operate profitably.

The Entertainment sector is expected to continue growing throughout 2019 on the back of strong economic growth for the country
and higher than usual consumerism and consumption. All areas are projecting growth for the year and to date this appears to be in
line with expectations.

The Esports business unit is expected to increase its activities significantly in 2019 and is predicting to breakeven this year.

The overall outlook for the Group in 2019 is very positive in terms of revenue and profitability.

Refurbishment plans in the InterContinental and in the Eden Cinemas are ongoing throughout 2019 and will result in a longer life
for the product and more competitively going forward.

The Group is actively looking at opportunities for further investment particularly in its areas of competence however also in other
areas which can yield synergies with existing businesses.

Going Concern

The directors reviewed the Group’s and the Company’s operational budgets and cash flow forecasts. In light of the current financial
position and the existing banking facilities, the directors confirm that they have a reasonable expectation that the Group and the
Company have adequate resources to continue in operation for the foreseeable future.

Reserves
The movements on reserves are set out in the statement of changes in equity.

Board of Directors

The directors of the Company who held office during the year were:
Ian De Cesare (Chairman and Non-Executive Director of the Board)
Kevin De Cesare (Executive Director)

Simon De Cesare (Executive Director) resigned on 5 January 2018
David Vella (Executive Director) resigned on 5 January 2018

Kevin De Cesare Jr. (Executive Director) resigned on 5 January 2018
Paul Mercieca (Non-Executive Director) appointed on 5 January 2018
Victor Spiteri (Non-Executive Director) appointed on 5 January 2018
David Zahra (Company Secretary) appointed 29 January 2018

Audit Committee

While there is no Audit Committee officially set up for the Group, it was resolved by the Board of Directors that the Audit
Committee of the publicly listed Eden Finance plc would take a wider responsibility for the Group’s activities as a whole. This
Audit Committee is made up of only external directors and has performed this dual role since 2016.

Remuneration Committee
The committee was setup on 5th January 2018 and its main function is to propose the appointment and the remuneration of senior
management of the Group. The members of the committee are Paul Mercieca acting as Chairman and Victor Spiteri as member.
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EDEN LEISURE GROUP LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 315" DECEMBER 2018

Principle Risks and Uncertainties
The Group’s corporate and operational performance is subject to a number of external factors which are common to the hotel
industry and beyond the Group’s control.

The Group is exposed to various risks arising through the use of financial instruments including market risk, credit risk and liquidity
risk, which result from both its operating activities and investing activities. The most significant financial risks as well as an
explanation of the risk management policies employed by the Group are included in Note 30 of the financial statements.

Post balance sheet events

With effect from 1% January 2019 the Group divested itself from the Intellectual Property and rights associated with the brands,’
Cynergi’ and ‘Bay’, to a newly formed company EIP Limited owned equally by the founding members of the Group Ian De Cesare
and Kevin De Cesare for a value of €8.6m. At the same time EIP Limited licensed the brands to Eden Entertainment Limited for
the sole and exclusive use of the marks.

Corporate Social Responsibility

In 2018, the Group focussed its CSR efforts on environmental issues. In the beginning of the year, the group organised a nation-
wide environmental awareness building campaign, Making Malta Green & Clean. The campaign’s aim was to encourage people
to take pride and look after their locality and country. The multi-media campaign was heavily promoted on both radio and online
— urging residents, community groups, schools and businesses to take action to make their neighbourhoods a cleaner and greener
place to live or visit.

In summer the company launched its Green Committee, a voluntary group of employees who work on initiatives to make the
company’s practices more environmentally friendly as well as organise activities for the employees and beyond which help the
environment. Projects undertaken include a proper recycling programme; procedures to decrease paper usage; fund raising
activities; radio and online campaigns; innovations for energy saving; a company-wide ‘green’ newsletter and other activities.

The company participated in the European Week for Waste Reduction in November where it organised the sand-sifting of the
whole of Golden Bay, recruiting employees, NGOs and the general public to rid the sand of plastic. Various other activities plus
a radio campaign took place at the same time to re-inforce the message to Reduce, Reuse and Recycle. This initiative was awarded
the best ‘Clean-up awareness campaign’ and nominated for the ‘Most Innovative Hazardous Waste Initiative Category and ‘Best
Business Practice Category’

Environmental Responsibility

The Group is fully aware of its obligation to preserve the environment and has in place a number of policies aimed at respecting
the environment and reducing waste including a proper recycling programme; converting lighting to LED; paper reduction through
new paperless practices and replacement of diesel delivery vehicle with electric.

During 2018 the Group generated 66,825kwh in electricity from its own solar panel installations equating to around 3% of the
Group’s overall electricity requirement.

Employees

The Group puts its employees as the top most valuable resource. Every year the Group prepares an extensive training programme
for its employees including brand awareness, customer service, problem handling, fire, life & safety, first aid, food handling,
hospitality skills and product knowledge.

Performance appraisals are done on an annual basis, out of which personal development plans are derived, with

particular emphasis on High Performing individuals. Development initiatives vary but mainly focus on aspects of driving results
and leadership. One key training initiative that targets this aspect is a six months programme based on six key leadership
competencies.

Page 3



EDEN LEISURE GROUP LIMITED

REPORT OF THE DIRECTORS
FOR THE YEAR ENDED 315" DECEMBER 2018

Directors’ responsibilities

The directors are required by the Companies Act (Chap. 386) to prepare financial statements in accordance with International
Financial Reporting Standards as adopted by the EU which give a true and fair view of the state of affairs of the Group and of the
Company at the end of each financial year and of the profit or loss for the year then ended.

In preparing the financial statements, the directors should:-

- prepare the financial statements on a going concern basis, unless it is inappropriate to presume that the Group and the
Company will continue in business as a going concern;

- select suitable accounting policies and apply them consistently;

- make judgements and estimates that are reasonable;

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

Auditors

A resolution to reappoint VCA

annual general/Meeting.
/o

rtified Public Accountants as auditors of the Company will be proposed at the forthcoming

ed by't 'é board of directors on the 30 April 2019 and signed on its behalf by:

m%

Mr. Kevin De Cesare
Managing Director

. [/
This report was/appr,

—~Tan De (esare
Chairmanof the Board
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VCA Certified Public Accountants t: (+356) 21 333680
Finance House, First Floor, f. (+356) 21 335679
Princess Elizabeth Street, e: info@vca.com.mt

Ta' Xbiex, XBX 1102, Malta. w: www.vca.com.mt

Vat No. MT 2158 - 7124

CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF

EDEN LEISURE GROUP LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Eden Leisure Group Limited, set out on pages 8 to 51, which comprise the Group’s
and the Company’s statement of financial position as at 31 December 2018, and the statement of profit and loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Group and of the
Company as at 31 December 2018, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU and have been prepared in accordance with the requirements of
the Companies Act (Cap. 386), enacted in Malta.

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 believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our audit of the financial
statements in accordance with the Accountancy Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the

Accountancy Profession Act (Cap. 281) in Malta, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code.

Other Information

The directors are responsible for the other information. The other information comprises the directors’ report. Our opinion on the
financial statements does not cover this information, including the directors' report. In connection with our audit of the financial
statements, our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

With respect to the Directors’ Report, we also considered whether the Directors’ Report includes the disclosures required by

Article 177 of the Maltese Companies Act (Cap. 386). Based on the work we have performed, in our opinion:

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

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

In addition, in light of the knowledge and understanding of the company and its environment obtained in the course of the audit,

we are required to report if we have identified material misstatements in the directors’ report. We have nothing to report in this
regard.
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VCA Certified Public Accountants t: (+356) 21 333 680
Finance House, First Floor, f. (+356) 21 335679
Princess Elizabeth Street, e: info@vca.com.mt

Ta’ Xbiex, XBX 1102, Malta. w: www.vca.com.mt

Vat No. MT 2158 - 7124

CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF

EDEN LEISURE GROUP LIMITED

Responsibilities of the Directors

The directors are responsible for the preparation of the financial statements that give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the EU, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

- 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.

- Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision
and performance of the Group audit. We remain solely responsible for our audit opinion.
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VCA Certified Public Accountants t: (+356) 21 333680
Finance House, First Floor, f: (+356) 21 335679
Princess Elizabeth Street, e: info@vca.com.mt

Ta’ Xbiex, XBX 1102, Malta. w: www.vca.com.mt

Vat No. MT 2158 - 7124

CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF

EDEN LEISURE GROUP LIMITED

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

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
Under the Maltese Companies Act (Cap. 386) we are required to report to you if, in our opinion:
- We have not received all the information and explanations we require for our audit.

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

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

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

of the audit report has been signed by:
ICHAEL CURMI

for and on behalf of

VCA CERTIFIED PUBLIC ACCOUNTANTS

30 April 2019
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EDEN LEISURE GROUP LIMITED

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 315" DECEMBER 2018

Costs
Direct costs
Other operating expenses

Gross profit

Other operating income

Administrative expenses

Depreciation and amortisation
Operating profit

Share of losses in associates

Gain on financial instruments designated
at fair value through profit or loss
Finance costs

Fair value gains on investment property
Loss on sale of fixed assets

Profit before taxation

Tax (expense)/ income

Profit for the year

Other comprehensive income

Revaluation surplus net of deferred tax

Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Attributable to:
Equity holders of the company
Minority interest

Notes

10

25

2018

€

41,041,241

(17,903,545)
(6,806,888)

(24,710,433)

16,330,808
868,247

(5,128,479)

(4,181,882)

7,888,694

(450)
12,500
(2,124,651)
5,000,000
(130,335)
2,757,064
10,645,758
(2,108,716)

8,537,042

15,700,412

15,748,821
(48,409)

15,700,412

Group

2017
(re-stated)
€

(15,971,524)
(6,280,171)

22,251,695)

728,823
(4,363,946)
(3,928,618)

6,510,313

(521)

126,873
(2,339,529)

(20,2&;)
(2,233,463)
50
(259,360)

4,017,490

4,018,665
(1,175)

4,017,490

Company
2018 2017
(re-stated)
€ €
(227,379) (220,903)
(227,379) 220,903)
11,901,934
868,247 728,823
(774,306) (1,008,414)
(4,072,639) (3,822,207)
5,701,857
12,500 126,873
(2,204,651) (2,401,038)
5,000,000 -
(130,335) (20,286)
,677,514 2,294,451)
10,600,750 ,406
(2,110,274)
8,490,476
,568,846
15,568,846
,568,846
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