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SUN FINANCE TREASURY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

Board of Directors:

Dr. Frank Cheteuti Dimech
Mr. Janis Kundzins

The dircctors present herewith their annoal report together with the audited financial statements of Sun Finance Treasury
Limited (the “Company™) for the vear ended 31 December 2022,

Principal Activitics

The principal activity of the Company, which has remained unchanged from the previous accounting vear, is that of
providing short-term financing, mainly to related companies.

Review of Business

During the year under review, the level of revenue increased as a result of an increase in loans granted, The Company
also incurred higher coupon note costs i view of the additional notes issued. thus resulting in a negative interest margin.
Adter accounting for operational and administrative overheads, inchuding also the provision for expected credit losses on
loans recervable, the Company again incurred an operating loss. Aller accounting for net interest income, the Company
registered a loss for the year. The Company’s financial position continues to be in deficiency and fully dependent on the
financial support of ils parent and related companies. The parent company has indicaled that it is able and willing to
continue financing the operanons of the Company for at Jeast a further vear from the date of issue of these financial
statements.

Principal Risks and Uncertainties

As part of the Sun Finance Group, the Company applies Group principles for overall risk management, and Group
policies covering specilic areas such as eredit risk, liquidity risk, market risks, operational risks and reputational risks.

The principal risks and uncertainties of the Company relate to its principal business and assets, that is, loans to related
parties and l[unding recetved from external parties. Recoverability of these related party loans 15 dependent on the
performance of the underlying companies, The Company is not exposed to interest rate risk as the loans and the notes
issued are at fixed rates. In addition, key uncertainty issues of the business are related to developments in the global
economic environment, meluding recovery stratezies emanating  from the COVID-19 outbreak across different
geographies, which can have a cascading effect on the wider debt capital markets. and the scope of the impact remains
unclear,

The directors are cognisant of the potential risks and uncertainties brought about by the war between Ukraine and Russia.
However, since the group does not have any business operations in these countries, the directors does not envisage any
threats to the Group’s operations in the foreseeable future.

Future Developments

Dring the 2023 financial year, the Company is planning to atiract substantial external financing and conlinue issuing
new bond notes, In view of this, the Company is continnously monitoring debt capital markets, as well as holding
discussions with potential investors and advisory companies in order to assess the market environment and scope lor
additional notes issuance,

The Company 15 cxpected to continue its principal activity for the foresecable future, managing funding across related
companies and attracting external funding, These activities are expected to Turther improve the financial position of the
Company in the long mn, delivering profitability.



SUN FINANCE TREASURY LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2022

Russia — Ukraine War

On 24 February 2022, Russia invaded Ukraine. The invasion received widespread international condemnation, including
new sanctions imposed on Russia, which triggered widespread economic effects on the Russian and World economies,
The sanctions imposed and supply limitations resulted in high inflation across the European Union and brought a number

of uncertainties towards the largest economies. The repercussions of such conflicts may result in negative effects on the
Company’s business activity.

The Company does not have any business ot reliance on Russia or Ukraine and as at the date of this report, the Company
is not negatively impacted by the ongoing war in Ukraine. The directors continue to actively monitor all developments
taking place internationally and to take any action that might be necessary in the eventuality that developments in the war
start to impact the Company’s performance and operations.

Going Concern

The directors, after due consideration of the Company’s results and deficient financial position, take cognisance of the
fact that the deficiency position of the Company is fully covered by the third party subordinated loan payable for
€ 14,353,929 and which does not have a fixed date of repayment but has to be repaid by not later than 30 September
2024. This subordinated loan is unsecured and is subject to be repaid afier all senior liabilities have been paid, and the
lender cannot take any encumbrance to secure the repayment of the subordinated liabilities and cannot commence any
proceedings against the Company or take any action for or in respect of the recovery of any of the subordinated liabilities
or part thereof. Furthermore, the parent company has indicated that it is able and willing to continue tinancing the
operations of the Company for at least a further year from the date of issue of these financial statements. Accordingly,
the directors believe that the going concern basis applied in the preparation of these financial statements is appropriate.

Results, Dividends and Reserves

The results for the year and the movement on the reserves are as set out on pages 7 and 9 of the financial statements
respectively. Being that the Company has accumulated losses, no dividends were recommended or paid during the year,

Directors

The members serving on the Board of Directors and movements thereon are listed on page 1. In accordance with the
Company's Articles of Association, the directors at date of this report are to remain in office.

Auditors

Baker Tilly Malta have intimated their willingness to continue in office. A proposal to reappoint Baker Tilly Malta as
auditors of the Company will be put to the General Meeting.

Approved by the Board of Directors on 5 May 2023 and signed on its behalf by:

N

—S A o 3
Dr. Frank Chetcuti Dilrlch Myt Janis Kundzins
Director Difector



SUN FINANCE TREASURY LIMITED

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The Companies Act. 1995 (Chapter 386, Laws of Malta) (the “Act”) requires the directors to prepare financial statements
for each financial period which give a true and fair view of the financial position of the Company as at the end of the
financial period and of the profit or loss of the Company for that period in accordance with the requirements of
International Financial Reporting Standards as adopted by the EU.

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 apply them consistently;

° make judgements and estimates that are reasonable and prudent;

° account for income and charges relating to the accounting period on the accruals 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 comply with the
Companies Act (Cap. 386) enacted in Malta. This responsibility includes designing, implementing and maintaining such
internal control as the directors determines 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.

Approved by the Board of Directors on 5 May 2023 and signed on its behalf by:

=<0,

Dr. Frank Chetcuti Dimech Mr. lhanis Kundzins
Director Director
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INDEPENDENT AUDITORS® REPORT
TO THE MEMBERS OF SUN FINANCE TREASURY LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Oppinion

We have audited the separate financial statements set out on pages 7 10 29 of Sun Finance Treasury Limited (the
“Company”) which comprise the statement of financial position as at 31 December 2022, and the statements of profit or
loss and other comprehensive income, changes in equity and eash flows for the year then ended, and notes to the
financial statements, including sigmficant accounting policies and other explanatory information,

In our opinion the accompanying separate financial statements present fairly, in all material respects. the financial
position of the Company as at 31 December 2022, and its {inancial performance and s cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRS) as adopted by the EU and have been
properly prepared in accordance with the Companies Act, 1993 (Chapter 386, Laws of Malta).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (15As). Our responsibilitics under those
standards are further deseribed in the dwditor s Responsthilities for the Audit of the Financial Sratements 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 Accountanty (1ESBA Code) together with the ethical requirements that are
relevant 10 our gudit of the fingncial statements in accordance with the decountancy Profession (Code of Ethics jfor
Warrant Haolders) Divective isswed in terms of the Accountancy Profession Aot (Cap. 281) in Mafta, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe that
the audit evidence we have oblained is sutticient and appropriate to provide a basis for our opinion.

Orther Information
The directors are responsible for the other information, The other information comprises the directors” report.

In connection with our audii of the financial statements, our responsibility is to read the other information and, in doing
s0, consider whether the other information is materially inconsistent with the linancial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.

With respect to the directors’ report, we alse considered whether the directors’ report includes the diselosures required
by Article 177 of the Companies Act (Cap. 386).
Based on the work 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 stalements; and

» the directors’ report has been prepared in accordance with the 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 and other
information, We have nothing to report i this regand.

ta trading s Bakien Tily & & rmembes of the glebal network B Baker TEY intermtral Lid, me merrbe * wihikesh s e 2eparate and ncdeseriden legal enldie
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INDEPENDENT AUDITORS® REPORT
TO THE MEMBERS OF SUN FINANCE TREASURY LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Responsibilities of Management and Those Chavged with Governance for the Company 's Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS
as adopted by the EL. and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraed or error. In preparing the finaneial
statements, management is responsible for assessing the Group’s ability to continue as a going concemn, disclosing, as
applicable, matters related o going concern and using the going concern basis of accounting unless management either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. Those charged with
governance are responsible for overseeing the Company's financial reporting,

Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whale are free from
material misstatement, whether due to Iraud or error, and 1o issue an auditors” 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
I5As will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in 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 18As, we exercise professional judgement and maintain professional scepticism
thronghout the audit. We also:

. Identify and assess the risks ol material misstatement of the lnancial statements, whether due 1o fraud or error,
design and perform audit procedures responsive to those nisks, and obtain audit evidence that is sufficient and
appropriate 1o provide a basis for our opinion. The risk of not detecting & material misstatement resulting from
fraud is higher than for one resulting from error, as fraod may involve collusion, forgery, mtentional omissions,
misrepresentations or the override of internal control.

. Obtain an understanding of internal control refevant 1o the audit m order 1o 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 policics used and the reasonablencss of accounting estimates and
refated disclosures made by management.

L] 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 uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability 10 continue as a going concern, 1 we conclude that a material
uncertamty exists, then we are required to draw attention in our auditors” report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinien, Our conclusions are based on
the audit evidence oblained up 1o the date of our auditors”™ report, However, fulure events or conditions may
cause the Company to ceasc to continue as a going concerm.

. Evaluate the overall presentation, structure and content of the linancial 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 audit findings, including any significant deficiencies in internal control that
we tdentify during our audit,

. We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and other matters thal may
reasonably be thought to bear on our independence and where applicable. related safeguards.
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INDEPENDENT AUDITORS® REPORT
TO THE MEMBERS OF SUN FINANCE TREASURY LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Oiher Legal and Regulatory Reguivements
We also have responsibilities under the Companies Act, 1995 (Chapter 386, Laws of Malta), to report to you if, in our
opition:

. 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 required for our audit;

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

. I 4 [
b S
e o)
Thmnp_'r ol Thi -rapart_has been signod by
Demald Sant for and oirbehalf of

Baker Tilly Malta
Fegistered Anditors
Level 5

Tasa Marina Building

2146 Marmna Realroni
Piew” FTA 9041

Maha

5 May 2023



SUN FINANCE TREASURY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FORTHE YEAR ENDED 31 DECEMBER 2022

2022

Mote Eurn

Finance Income 1 11,517,997
Finance Costs 5 (12,139,667
Met Imterest Margin "U-l-l-ﬁ-'?li}
Operationsl Overheads (2.032,778)
Administrative Overheads {176.694)

Oither Operating Income f 403
Operating Loss 7 -Ei-;_-’l;-'.’-:!-ﬂ'-}
Finance Income b 207,659
Finance Costs b (273)
Met Finance Income K "1-[!:?-3;(;
Loss before Taxation (2,323.353)
Tax Expense 9 (13,24%)
Losz for the Year ;2;.‘:1-:’--&;1;}
Totul Comprehensive Loss for the Year (2.336.602)

The notes on pages || to 29 form an integral part of these financial statements,

2021
Euro

0.6, 353

(9,479,979

{413,626)
(1,785,010
(249.826)

43,504

(2,404,602

41,726

(2.787)

(2,363,603}

(51,380}

(2.417.043)

{2.417.043)



SUN FINANCE TREASURY LIMITED

STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2022

202 2021

Note Euro Euro
ASSETS
[nvestment in Subsidiaries 10 47,093 47,093
Total Non-Current Assets 47,093 47.093
Loans Receivable 11 90,950,332 66,648,679
Other Receivables 12 3,814,127 42343
Cash and Cash Equivalents 13 1,302,751 465,654
Total Current Assets 96,067,210 67,156,676
Total Assets 96,114,303 67,203,769
EQUITY
Share Capital 14 51,166 51.166
Accumulated [osses (6,876,459) (4.539.857)
Total Equity Deficiency (6,825,293) (4,488.691)
LIABILITIES
Borrowings 15 50,008,687 25.284.366
Loans Payable 16 14,353,929 18,388 919
Total Non-Current Liabilities 64,362,616 43.673.285
Borrowings 15 16,121,684 14.658.732
Loans Payable 16 22,430,501 13.258.412
Other Payables 17 24,795 102,031
Total Current Liabilities 38,576,980 28,019,175
Total Liabilities 102,939,596 71.692.460
Total Equity and Liabilities 96,114,303 67.203.769

The notes on pages 11 to 29 form an integral part of these financial statements.

The financial statements on pages 7 to 29 were approved and authorised for issue by the Board of Directors on 5 May 2023 and
signed on its behalf by:

Dr. Frank Chetcuti Dimech Mr. Jagis Kundzins
Director Director



SUN FINANCE TREASURY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2022

Balance 1 January 2022

Comprehensive Loss for the Year
Loss lor the Year

Balance at 31 December 2022

Balance 1 January 20211

Comprehensive Loss for the Year
Loss for the Year

Balance at 31 December 2021

Share  Accumulated

Total Capital L.osses

Eurn Euro Eura
(4,488,691 ) 51106 (4,539,857)
{2.336,6021) - (2.336,602)
(6,825,203} 51,166 (6,876,459)
{2,007 1,048) 31,166 (2,122,814}
(2.417.043) = (2.417.043)
{4 488,691) 51166

The notes on pages 11 to 29 form an integral part of these financial statements.

(4,539.857)



SUN FINANCE TREASURY LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2022

Cash Flows from Operating Activities
Loss for the Y ear

Aclfiestimenis for:

Gain on Disposal of Investment in Subsidiary
Expeeted Credit Losses

Bad Dehts Wnte OfF

Amortisaton of Bond Expenses

Unrealized Differences on Exchange

[ncome Tax Expense

Changes in
Other Receivables
Other Pavables

Cash Last from Operations
Final Withkiolding Taxes Paid

Met Cash nsed in Operating Activities

Cash Flows from Investing Activities
Acquisition of Financial Assets at FVTPL

Sale Proceeds on Disposal of Financial Assets at FVTPL
Sale Proceeds on Disposal of Investment in Subsidiary

Movement on Loans Receivahle

Met Cash used in Investing Activities

Cash Flows from Financing Activities
Met Advances from Bonds Tssued

Bond Issue Costs

Movement on Third Parties Loans
Movement on Helated Companies Loans
Movement on Related Partics” Accounts

Met Cash from Financing Activities

Met Movement in Cash and Cash Equivalents
Adjustment for Unrealised Exchange Fluctuations

Cash and Cash Equivalents at Begimning of Y ear

Cash and Cash Equivalents at End of Year

Mote

The notes on pages 11 to 29 form an mtegral part of these financial statements.

1

2022 2021
Euro Euro
(2.336.602) (2417 043)
- (26,993
164,643 1,229,978
1,122,799 14,232
T45.336 544,500
(207.659) {41,726}
13,249 51,380
(498.234) (649,372)
33,327 (679171
{77.236) 73,894
(542, 14%) (582.269)
(13.249) (51.,380)
{555,392) (B33 649)
(4,025,004} {31, 174,000)
13,347,000 TR04 (00
- 451,993
{25,589,095) {26,483 659)
{16.267.095) (49 396 666)
17,539,000 50,961 000
(1. 419.063) (1,152 116}
(3.829.779) (4.314.413)
5161767 2970434
- (9,858
17451925 48 455,047
629438 (1.575,268)
207,659 41,726
465,654 19499 | 96
1.302.751 465,654




SUN FINANCE TREASURY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2.1

2.2

23

Reporting Entity

Sun Finance Treasury Limited (the "Company™) s a limited lability company domiciled and incorporated in
Malla. The Company’s registered office 1s at Suite 23. Level 4, Vincenti Buildings, 25 Strait Street, Valletla
VLT 1432, Malea.

Basis of Preparation
Statement of Compliance

The separate financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the EU (“the applicable framework”™), which standards were issued by the
International Accounting Standards Board (IASB). All references in these financial statements to [AS, IFRS or
SIC/AFRIC interpretations refer to those adopted by the EU. They have been drawn up in accordance with the
provisions of the Companies Act, 1995 enacted in Malta, (The Act) save msofar as such provisions remove the
requirement under [AS 27 Consolidated and Separate Financial Statements, of preparing and presenting
consolidated Financial Statements of the group, of which the Company is parent.

The Company gualifies to prepare consolidated financial statements in terms of Article 173 of the Act

However, consolidated financial statements will be prepared at the level of the Ultimate Parent Company,
namely AS Sun Finance Group, a company incorporated in Latvia,

These financial statements therefore represent the separate financial statements of the Company,
The Act specifies that in the event that any of one of its provisions is in conflict or not comparable with IFRSs
or its application is incompatible with the obligation for financial statements (o give a true and fair view, that

provision shall be departed from in order to give a true and far view,

Basis of Measurement

The financial statements have been prepared on the historical cost basis, except for financial instruments at fair
value through prefit or loss.

Functional and Presentation Currency

These financial statements are presented in Euro (€), which is the Company’s functional currency.

Use of Estimates and Judgements

The preparation of financial statements in conformity with IFRSs requires management to make judgments,
estimates and assumprtions that affect the application of accounting policies and the reported amounts of assets,

liabilities, income and expenses. Actual results may differ from these cstimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimafes are
recognized in the period in which the estimates are revised and in any future periods afTected,

It the opinion of the dirgetors, the accounting estimates and judgments made in the course of preparing these
financial statements are not difficult to reach, subjective or complex to a degree which would warrant their
descriplion as significant and critical in terms of the requirements of TAS 1 (revised).



SUN FINANCE TREASURY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

2.

A

kN |

'31‘2

Basis of Preparation (Contd.)
Measurement of Fair Values

A number of the Company’s accounting policies and disclosures require the measurement of fair values, for
both financial and non-financial assets and liabilities,

When measuring the fair value of an asset or a liability, the Company uses observahle market data as far as
possible, Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2 inputs other than quoted prices meluded in level 1 that are observable for the asset or Hability,
either directly or indirectly.

Level 3: inputs tor the asset or l[iability that are not based on observable market data.

If the inputs used to measure the fair value of an asset or liability fall into different levels of the [air value
higrarchy, then the fair value measurement is categorised in its entirety in the same level of the fair value
hierarchy as the lowest level imput that i significant (o the entire measurcment.

The Company measures financial instruments at fair value through profit or loss,
New Standards and Interpretations Not Yet Adopted

A number of amended standards became applicable for the current period and have been applied as necessary.
The impact of the adoption of these revisions on the Company’s accounting policies and on the financial
resulis are insignificant,

Certain new standards, amendments and interpretations to existing standards have been published by the date
of the authorisation for issue of these audited financial statements but are not mandatory for the Company’s
accounting period starting | January 2022, The Company may early adopt these revisions to the requirements
of [FRSs as adopted by the ELL The Company’s directors are of the opinion that there are no requirements that
will have a significant impact on the financial statements in the period of initial application.

Significant Accounting Policies

The accounting policies set out below have been applied throughout the period presented in these financial
statements.

Foreign Currency Transactions

Transactions in foreign currencies are translated to the Company’s functional currency at exchange rates at the
dates of the transactions, Monctary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated 1o the functional currency af the exchange rate at that date. The foreign currency gain or
loss on monetary items is the difference between amortised cost in the functional currency at the beginning of
the period, adjusted for effective interest and payments during the period, and the amortised cost in foreign
currency translated at the exchange rate at the end of the period.  Foreign curvency differences arising on
retranslation are recognised in profit or loss.

Dividend income
Dividend meome represents dividends receivable from investments in subsidiaries in the ordinary course of

business. Dividend income is recognised in the income statement when the right to receive payment is
established.



SUN FINANCE TREASURY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

3.

33

34

1.6

a7

Significant Accounting Policies (Conrid.)
Finance Income

Coupon Income
Coupon income represents income received from financial assets that are measured at fair value through profit
or loss. Coupon mcome is recognised i the income statement on an accruals basis,

Loan Interest Income
Louan interest mcome comprises interest receivable from short-term lines of credil in the ordinary course of
business. Interest receivable is recognised in the income statement on an accruals basis.

Finance Cuosis

Finance costs represent loan Interest pavable and interest pavable on the bonds in issue as set out in the notes 1o
these financial statements. Finance costs are recognised as an expense in the income statement in the period in
which they are incurred,

Bond Costs

Bond costs represent fees and other costs incurred in connection with the issuance of the bonds by the
Company lo investors, The cost ol issuing bonds 1s recorded in a contra Hability account and ofT-set from the
nominal value of the bond in order to systematically move the bond issue costs from the balance sheel 1o the
income statement over the term of the bond. As a result, the Company matches the cost of the bond to
gecounting periods that are benefitting from the bond bemg issued. The cost of the bond 15 amortised over the
duratien of the bond, being 24 months,

Financial Assets at Fair Value through Profit or Loss

The Company classifies financial assets through the profit or loss consists of equity investments that are held
for trading, debl securitics that do not qualify for measurement at cither amortised costs or securitics which
qualify to be measured at fair value through other comprehensive income and equity investments for which the
Company has nol elected to recognize fair value gains and losses though other comprehensive income.

On disposal of any of the above investments, any gains or losses have to be recognized in the profit and loss.
Investments in Subsidiaries

A subsidiary 15 an entity which 15 controlled by the Company. Control 5 the power to govemn the financial and
operating policies of an enlity 50 as to oblain benefits from its activities.

An investment in g subsidiary is initially measured at cost. After initial recognition, an investment in
subsidiaries may be carried either under the cost method, that is at cost less any impairment losses or under the
equity method, The Company is measuring investments in subsidiaries after initial recognition at cost.

Loans advanced by the Company Lo its subsidiaries for which settlement is neither planned nor likely to oceour
in the foreseeable future, are treated as an extension to the Company’s net investment in those subsidiaries and
included as part of the carrying amount of invesimenis in subsidiaries,



SUN FINANCE TREASURY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

3.

38

ER ]
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Significant Accounting Policies (Conrid.)
Loans Receivable

Debt instruments representing financial assets where the contractual eash flows are solely principal and interest
and the objective of the Company's business model is achieved both by collecting contractual cash flows and
where these give rise to cash lows that are solely payments of principal and interest on the principal amounts
outstanding are measured at amortised cost using the effective interest method, less any expected credit [oss
allowance. In wview the nature of receivable balances arising from credit lines, the carrying amount of
receivables is considered Lo be the same as their fair values due to their short-term nature.

On derecognition, impairment or disposal of debt instruments, any gains or losses are recognised within profit
or loss.

Receivables

Receivahles are recognized initially at the amount of consideralion that is unconditional, unless they contain
significant financing components when they are recognized at fair value, They are subsequently measured at
amortiscd cost using the cffective interest method, less expected credit losses.

Trade receivables are written off or provided for where there is no reasonable expectation of recovery,
Indictors that there is no reasonable expectation of recovery include, amongst others, the failure by the debtlor
o abide by the credil terms or failure to engage in a repayment program with the Company for the settlement
of amounts due.

Impairment losses on trade receivables are presented as net expected credit losses within operating profit.
Subsequent recoveries of amounts previously writien off or provided for are credited against the same line
item,

Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand, deposits at call with financial institutions, other short-term
liguid investments with original maturities of three months or less that are readily convertible to known
amounts of cash and which are subjeet to an insignificant nsk of changes in value, and bank overdrafis.

Impairment of Financial Assets

The Company recognized loss allowances for Expected Credit Losses (ECLs) on financial assets at amortised
cost, numely loans and other recervables, shori-lerm investments and cash at bank,

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following, which
are measured at | 3-month ECLs:

. debt securities that are determined to have low credit risk at the reporting date; and
. other debrt securities and bank balances for which credit plant,(i.e., the risk of default occurring over the
expected life of the financial instrument) has not inercased significantly since initial recognition.

The Company measures loss allowances for loans receivables without a significant financing component and
contract assets al an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has mcreased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable mformation that 1s
relevant and available without undue cost or effort, This includes both guantitative and qualitative information
and analysis, based on the Company’s historical experience and informed credit assessment and inclading
forward-looking information.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more than 30
davs pasl due.

14
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3.

in

Significant Accounting Policies (Conrid.)
Impairment of Financial Assets (Contd.)

The Company considers a financial asset to be in default when:

- the borrower i3 unlikely to pay its credit obligations to the Company in full, without recourse by the
Company to actions such as realising security (il any is held); or
. the financial asset is more than 90 days past due,

Lifetime ECLs arc the ECLs that result from all possible default events over the expected life of a financial
inslrument.

[ 2-month ECLs are the portion of ECLs that result from default events that are pessible within the 12 months
after the reporting date {or a shorter period if the expected life of the instrument is less than 12 months),

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Company is exposed to credit risk.

Measwrement of ECLs

ECLs are a probability-weighted estimate of credit losses, Credit losses are measured as the present value of all
cash shortfalls (i.e., the difference between the cash fows due to the entity in accordance with the contract and
the cash flows that the Company expects to receive).

ECLs are discounted at the effective interest rate of the financial assel. In the case of micrest-free short-term
financial assets, such as trade receivables, ECLs are not discounted.

Credit-impaired financial assets

At each reporting date, the Company assessecs whether financial assets cammied at amortised cost are credit-
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the
cstimated future cash Nlows of the financial assct have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data;

. significant financial difficulty of the borrower or issuer;
a breach of contract such as a default or being more than 90 days past due;
- the restructuring of a loan or advance by the Company on terms that the Company would not consider

otherwise;
it is probable that the borrower will enter bankruptey or other financial reorganisation; or
the disappearance of an active market for a security because of financial difficulties,

Presentation of allowance for ECL in the stutement of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount
of the assets. Impairment losses related to trade and other receivables, including contract assets, are presented
scparately in the statement of comprehensive income.

Write=off

The gross carrying amount of a financial asset is written off when the Company has no reasonable expectations
of recovering a financial asset in its entirety or a portion thereol, The Company individually makes an
assessment with respect to the timing and amount of write-off on its financial assets based on whether there is a
reasonable expectation of recovery and with reference to its historical experience of recoveries.

The Company expects no significant recovery from the amount written off. However, finanecial assets that are
writien ofl could still be subject to enforcement aclivities in order 1o comply with the Company’s procedures
For recovery of amounts due.
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Significant Accounting Policies (Conrid.)
Borrowings

Borrowings comprise funds acquired in order to assist with the financing of the Company’s operations.
Borrowings are classified as current labilities unless there is an unconditional right to detfer settlement of the
liability for at least one year after the reporting date. 1 not, they are presented as non-current habalities. Any
interest payable is recognised as an expense as this accrues in profit or loss, using the effective interest method.

Other Pavables

Other payables comprise obligations o pay for geods and services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current Habilities, 1if payment is due
within one year or less.

Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be cstimated reliably, and it 1 probably that an outflow of economic benefit will be required
to settle the obligation.

Share Capital

Ordinary shares are classified as equity.

Employee Benefits

Pension Contributions

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

Finance Income and Finance Costs

Foreign currency gains and losses on financial assets and financial liabilities are reported on a net basis as
either finance income or finance cost depending on whether foreign currency movemenis are in a net gain or
net loss position,

Tax

Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss
except to the extent that it relates to dtems recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable on the taxable income or loss for the period, using tax rates enacted or
substantively enacted at the reporting date,

Deferred tax is recognised in respect of temporary differences between the carrving amounts of assets and
liabilities for financial reporting purposes and the amounms used for taxation purposes.  Deferred tax is not
recognised for:

(a)  temporary differences on the initial recognition of assets or lHabilities in a transaction that is not a
business combination and that atfects neither accounting nor taxable profit or loss; and

b} temporary differences relating to investments in subsidiaries, associates and jointly controlled entities to
the extent that it is probable that they will not reverse in the foreseeable future,
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3.

318

6.

Significant Accounting Policies (Conrid.)
Tax {Conid.}

Deferred tax 1s measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using tax rates enacted or substantively enacted at the reporting date,

Deferred tax assets are recognized only if it is probable that future taxable amounts will be available to utilize
those termporary differences and losses,

Deferred tax assets and liabilities are offset if there is a legally enforeeable right to offset current tax liabilities
and assets, and they relate to taxes levied by the same tax authority on the same taxable entity, or on different
tax cnlities, but they intend to settle current tax liabilitics and assets on a net basis or their tax assets and
liahilities will be recognized simultaneously,

Finance Income

2022 2021
Eurn Euro
Loan Interest Income 9. 278,668 6,723 944
Coupon Motes [ncome 2,539,329 2,342,369
817997 9,066,353

Finance Cosits
02 2021
Euro Eura
Loan Interest Expense 4,196,263 4,344,725
Coupon Motes Costs T.043.404 5,135,251
1039667 9479979

Other Operating Income

Other operating income represents income which is not considered to be part of the main revenue gencrating
activities. Accordingly, the Company presents this income separately from revenue,

2022 2021

Eurn Furo

Gain oo Liguidation of Tnvestment in Subsidiary - 26,993
Owver=Provision of Expenses in Prior Years . 16a.8A6T
Other Income 403 -
403 43 "l
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1. Operating Loss

The results from operating activities are stated after charging the following:

Amortisation of Bond Costs
Auditors” Remuneration
Bad Debes Write Off
Director’s Remuneration
Expected Credit [Losses

7.1 Employee Information

2021

Euro

T45.336
14,1660
1,122,799
46,512
164,643

2021

Euro

544,800
14,750
10,232

%499
1,229,978

The average weekly number of persons employed by the Company during the year, except

director, was mil (2021 - 1) Siaff costs for the year comprised.

Salaries
Social Costs

& Finance Income and Finance Costs

Unrealised Foreign Exchange Gains

Finance Income

Realized Foreign Exchange Loss

Finance Costs

Net Finance Income

9. Tax Expense

Current Taxation - Foreign Withholding Taxes

Total Tax Charge

20

Eurn

2022

Ewro

207,659

07,659

022
Euro

13,249

13,249

for the working
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9. Tax Expense (Conrd,)
.1 Reconciliation of Effective Tax Rate

The tax expense and the result of the accounting profit/iloss) multiplied by the applicable tax rate in Malta, the
Company's country of incorporation, are reconciled as follows:

2022 2021

Eurn Euro
Loss before Taxation (2,323,353} (23656630
Tax Using the Company ‘s Domestic Tax Rate of 35% (813,174) (R27T.982)
Tax Effect of Mon-Allowable Expenses 57625 430,553
Tuax Effect of Mon-Chargeable Income (72.681) (27.502)
Tax Effect of Tax Losses Carried Forward B218.230 424 5901
Foreign Tax Paid 13.24% 31,380
Tax Expense for the Year 13,249 31,380

9.2 Deferred Tax

The Company has unrelieved tax losses available giving rise to a deferred tax asset, but which asset has not
been recognized in these financial statements, because the probability that future taxable profits will be
available for set-off against the deferred tax asset is not assured.

1. Investment in Subsidiaries
2022 202
Euro Euro
Equity Investments:
Investment in Subsidiary Companies at Cost 47093 47,093
Total Investment in Subsidiaries ___Ti;;;.'!: ------ t-l -'T':-!;;J-_":
11 The Company’s principal subsidiaries as at 31 December 2022 are set out below. The share capital consists

solely of ordinary shares that are held directly by the Company and the proportion of ownership interests held
equals the voting rights held by the Company,

Subsidiaries Incorp. In Y% Holding % Holding MNature of Business
20322 2021
Primastar Sp. Z.0.0. Poland 100 %% 100% Shor=Term Lending

10.2 As at 31 December 2022, the unandited financial statements of the subsidiary showed a deficient equity
position of € | 371098 which improved from 2021, where the deficiency was of € 2,567,067, The directors
envisage that the Company will return to a posilive equity position during the coming vears. The directors are
of the opinion that no expected credit loss allowance is required on such investment given also the fact the loan
given is also being repaid continuously,



SUN FINANCE TREASURY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

11.

11.1

11.3

11.4

11.5

12,

12.1

12.2

Loans Receivable

2022 202
Euro Euro
Current:
Loans and Interest Receivable from Third Parties 1.084 -
Loans and Inferest Recervable from Related Companies TR.0823.101 31,653,306
Loans and Interest Receivable from Subsidiary Company TA82.063 6,559,703
Loans and Interest Receivabie from Joint Parenl Companies 428,043 6. E39.934
Loans and Interest Receivable from Ultimate Parent Company 6. 218,092 3,303,054
92 852,383 6R, 386,087
Expected Credit Loss Provisions on Related Companies Loans (1902051} (1,737 408)
Net Loans Receivable 40,950,332 fih G648 679

Loans receivable have a maturity date that varies from 2023 (o 2027,

The loans receivable bear interest at rates ranging from 8.5% p.a. to 14.5% p.a. with the majority of the loans
bearing an interest rate of 14.3% pa. — 14.5% p.a

The balances due on the said Joans are unsecured and repayable on the carlier of the above-menuoned maturity
dates or any accelarated date, The parties are to pay interest at the stated rates per annum on the principal
amount due, both before and after matunity, default and judgement. Interest is payable monthly in arrears.

Loans receivable are stated net of expected credit less allowances amounting o € 1,902,051 (202]

£ 1,737,408). The expected loss rates are based on the historical payment profiles of the Company’s customers.
History shows that the Company rarcly sulfered credit losses. The Company uses judpement in making these
assumptions and selecting the inputs to the impairment caleulation based on the Company's history, existing
market conditions, as well as forward looking estimates at the end of cach reporting period.

The Company's exposure o credit risk related to loans receivable is disclosed in Note 19.3. The Company
applies the IFRS 9 simplified approach to measuring expecied credit losses which uses a lifetime expected loss
allowance for all loans receivable. To measure the expecied credit losses, loans receivable are grouped based
on shared credit risk characteristics,

Other Receivables

2022 202
Euro Euro
Accrued Coupon Receivable - 37.193
Other Recetvables 493 93
Prepaid Expenses B.523 1.543
Amaounts Due from Related Company 3805111 3515

A814,127 42343

The balance due from the related company was unsecured, interest free and repayvable on demand.

No expected credit loss allowance is considered necessary by the directors on the other balances.

20
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13 Cash and Cash Equivalents

2022 2021

Euro Euro
Bank Balances 1,302,751 465,654
Cash and Cash Equivalents 1.302,751 "jﬂfés-n.;ﬁ-if

13.1 The Company’s exposure to credit risk related 1o cash and cash equivalents is disclosed in Note 193, The
directors do not consider to have any credit risk exposure with respect to bank balances, as these are all held
with highly-rated banking institutions.

14. Share Capital

2022 2022
Euro Euro
Authorised
31,160 Ordinary Shares of € | each 51,166 31,163
Issued and Fully Paid Up

jl. 066 Ordinary Shares of € | cach 51,166 51,163

The holders of Ordinary shares are entitled to receive dividends as declared from time lo t(ime and are entitled
to one vote per share at meetings of the Company.

15, Borrowings
1021 2021
Eurn Euro
MNon-Current:

2% Motes 2023 - 30,000,000
| 1% Notes 2024 200, LR, ERCHER 20,000, Q0
| 1% Motes 2025 32,539, (HH) -

52,539,004 30,000,000
Less:
12% Motes 2023 Subscribed by Company (Note 15.6) - (23, 340,000)
1% Motes 2024 Subscribed by Company (Note 15.6) (965,040} (BT 000
51574000 15 E53.000
Deferred Bond Costs Net of Amortization to Profit and Loss (1.565.313) (368.634)

Tuotal Non-Current Borrowings SO0 68T 25,284,366
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15.

15.6

Borrowings (Conrd.)
2022 202
Euro Eura
Total Non-Current Borrowings S0,008.687 25,284 366
Current:
11%: Motes 2022 - | 3,000,000
12% Motes 2023 S0, 00000, OO -
30,000,000 13 00, (e
Less:
12% Motes 2023 Subscribed by Company (Mote 15.6) (1 3.560,000)
16 1 40,00} 15,0000, 000
Dreferred Bond Costs Net of Amortization o Profit and Loss (18316} (341,268)
Total Current Borrowings 16,121,684 14,658,732

Tatal Net Borrowings b6, 130,371 39943098

During 2020, the Company issued another private placement in Latvia of Unsecurcd Notes with a nominal
value of € 15,000,000 which mature in September 2022,

During 2021, the Company again issued another private placement in Latvia of Subordinated Motes with a
pnominal value of € 30,000,000 which mature m February 2023,

During 2021, the Company also issued another private placement in Latvia of Senior Unsecured Notes with a
nominal value of € 20,000,000 which mature in June 2024,

Dwring the wear under review, the Company also issued another private placement in Lalvia of Senior
Unsecured Notes with a nominal value of € 32,539,000 which mature in September 2025,

All Notes in issue, except for the Subordinated Motes, are guaranteed directly and indircetly by subsidiaries of
AS Sun Finance Group. the ultimate parent company. The related issue costs are being amortized over the

lifetime of the Notes.

Notes subseribed to by the Company are being offset against Notes issued by the Company. Movements on
Note Assets for the year under review are outlined below:

Financial Assets at Fair Value through Profit or Loss:

20 2021
Euro Euro
Motes Held for Trading:
Balance at Beginning of Year 24,147,000 TH2000
Additions 4,025,000 31,174,000
Disposals (13347,0000) (7, B000 00
Balance at End of Year 14,825,004 24,147 000

The Company subscribes (o its own Notes in order Lo trade these in a secondary markel. Since the Notes are
heing traded privately, the nominal value is considered to be the fair value of such Notes.
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16, Loans Payable

2022 202
Euro Euro
Non-Current:
Loan and Interest Pavable to Third Party 14,353,929 8,388,919
Current:
Loans and Interest Payable to Third Partics 4,131,174 3.925.963
Loans and Interest Payable to Related Companies 18,299,327 9,332 449
11.430.501 13.258.412
Total Loans Payahle 36,784.430 31,647,331

16.1 The non-current loan and interest thereon amounting to € 14,353,929 (2021 - € 15,388.91%) payable to a third
party represents @ subordinated loan. This subordinated loan is unsceured and is subject o be repaid afler all
sentor liabilities have been paid, Furthermore, the lender cannot take any encumbrance to secure the repayment
of the subordinated labilities and cannot commence any proceedings against the Company or take any action
for or in respect of the recovery of any of the subordinated habilities or part thercol’

16.2 The maturity dates on the various loans fall due between 2023 and 2026 and bear interest at rates ranging from
[2% p.a. Lo 17.72% pua.

16.3 The balances due on the said loans are unsecured and repayable on the earlier of the above-mentioned maturity
dates or any accelarated date. The Company is to pay interest al the stated rates per annum on the principal
amount due, both before and after maturity, default and judgement. Interest is payable monthly in arrears.

17. Other Payables

2022 2021

Furo Eurn

Trade Pavables 4,738 73104
Accrued Expenses 16,875 [9.490
Other Social Taxes 3182 D437
24,795 102031

18, Fair Value Hierarchy

The following table shows financial imstruments, including those recognised at fair value, for the year ended
31 December 2022, analveed between those whose Fair value is based on

Level 1:  guoted (unadjusted) prices in active markets for identical assets or liabilities,

Level 2:  other techniques for which all inputs which have a significant cffect on the recorded fair valoe are
observable, either directly or indirectly.

Level 3 technigues which use mputs which have a significant ¢ffect on the recorded fair value that are not
based upon observable market data,
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19,

19.1

Fair Value Hierarchy (Contd,)

The following table shows the carrying amounts and fair values of financial asscts
meluding their levels in the fair value hierarchy.

31 December 2022
Financial Assets
Investment in Subsidiarics
Loans Receivable

Other Recetvables

Cash and Cash Equivalents

Financial Liabilitics
Borrowings

Loans Payable

Other Payables

31 December 2021
Financial Asscis
Investment in Substdiaries
Loans Receivable

Other Recervables

Cash and Cash Equivalents

Financial Liahilities
Borrowings

Loans Puyvable

Other Pavables

Tuotal

Euro

47,093

iy, 950,332
is14.027
1,302,751

96,114,303

66,130,371
36,784.430
24,795

102,939,596

47,093

i, 648,679
42,343
465,653

67,203,768

39,943,098
31,647,331
102031

71,692 460

Level 1

Eurn

Level 2

Eurn

and financial labilites,

Level 3

Eurn

47,003
0,950,332
3814127
1,302,751

96,114,303

66,130,371
36,784,430
24,795

47,093
6,648,679
42,343
465,653

67,203,768

39,943,008
31,647,331
102,031

1,692 460

During the reporting vear ended 31 December 2022, there was no transfer between Level 1 and Level 2 fair value

measurement,

Financial Risk Management

Overview

The Company activities potentially expose it to a variety of financial risks, incleding fair value or cash flow

interest rate risk, eredit risk, liquidity risks and marken risks:

This note presents information abowt the Company’s cxposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of

capital.
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19, Financial Risk Management (Contd.)
19.2 Risk Management Framework
The Board has overall responsibility for the establishment and oversight of the Company’s risk management
ohjectives and policies,
The Company's risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and conirols, and to monitor risks and adherence 1o limits, Risk
managemenl policies and systems are reviewed regularly o reflect changes in market conditions and the
Company's activities. The overall objective of the Board is to set policies that seck to reduce risk as far as
possible without unduly affecting the Company’s competitiveness and flexibility. Further details of these
policies are set out below:
193 Credit Risk
Credil risk is the risk of financial loss lo the Company if a counterparty 1o a financial instrument fails to meel
its contraciual obligations and ariscs principally from the Company’s loans receivable from third parties and
other related companics, The Company has maplemented credit reviews for new and existing customers before
entering into contracts and the Company monitors intra-group credit exposures on a regular basis and ensures
timely performances of these assets in the context of the overall group liquidity management, The Company
takes cognisance of the related party relationship, and the directors do not expect any losses from non-
performance.
Furthermore, credit risk also arises from cash and cash equivalents and deposits with banks and financial
institutions. The Company’s policy is to place cash with financial institutions of a high eredit rating.
Exposure to Credif Risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
eredit risk at the end of the reporting period was as follows:
2021 2021
Eurn Euro
l.oans Receivable 90,950,332 iy, (648 679
Other Receivables 3.814.127 42 343
Cash and Cash Equivalents 1.302.751 465,633
96,067,210 67,156,675
19.4  Liguidity Risk

Ligquidity visk is the risk that the Company will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. The Company's approach
to managing liquidity 15 lo ensure, as far as possible, that it will always have safficient liquidity Lo meet its
lizhilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage o the Company’s reputation.
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19

19.4

19.5

19.5.1

Financial Risk Management (Contd.)
Ligquidity Risk {Conid.)

Exposure to Liguidity Risk
The following are the contractual maturities of financial liabilities:

Within Between Between Over
12 Months 1-2 Years 2-5 Years 5 Years

Eurn Eurn Eurn Eurn

31 December 2022
Borrowings 16,121.684 19,646,703 30,361,954 -
Loans Payable 22,430,501 - 14,353,929 -
Oiher Payables 24.795 - - -
IR5T76.980 19,646,703 44715913 =

31 December 2021
Borrowings 14,658,732 25284 366 = -
Loans Pavable 13,258,412 . 18,388,919 .
Oither Payables 102,031 - - -
28019175 25 254,366 18388919 =

Market Risk

Market risk is the risk that changes in market prices, such as foreign exchange currency financial instruments
and interest rates will affect the Company’s income or the value of its holdings of financial instruments. The
objective of markel risk management 15 to manage and control market risk exposures within acceptable
parameters, while optimising the retum.

The overall effect of fluciuations m exchange rate at the reporting date on financial instraments such as
receivables and pavables are not considered by management to be material on the results of the Company.

The Company holds Private notes for which the fuir value is equivalent to the market value. The directors
belicve that the exposure to market risk from this activity is acceptable in the Company’s circumstances. The
effect of a 1004 increase in the value of financial assets at fair value though profit and loss, all other variables
held constant, have a result in an inerease i the fair value reserve and net assets of € 482,500 (2021 -
£ 24147000, A 10% decrease in value would have an effect of a decrease in the fair value reserve and net
assets by the same amount,

Fair Value or Cash Flow Interest Rate Risk

The Company 15 not exposced to cash flow interest rate sk from borrowings, as all borrowings are subject to
fixed interest rates.

20



SUN FINANCE TREASURY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2022

19

19.5

19.6

20,

20.1

Financial Risk Management (Contd.)

Market Risk {Canid.)

Foreign Currency Risk

The Company is exposed to foreign currency sk on monetary amounts denominated in 4 currency other than
the functional currency of the Company (EUR), mainly the SEK. Since the exposure is not significant, no

hedging is performed by the Company,

At 31 December 2022, the Company was exposed to the following liabilities in foreign currencies:

2022 2021
Liahilities Liahilities
Swedish Kroners - SEK 23.302.807 23337471

The following table details the Company’s sensitivity to a 10% increase or decrease in foreign currency which
mainly arises from the Company’'s exposure o frade receivables and payables,

1022 2021
Liahilities Liahilitics
Euro Euro

Profit or Loss 190,476 206,978

Capital Management

The directors’ policy is to maintain a strong capital base s0 as to maintain investor, ereditor and market
confidence and 1o sustain future development of the business. The directors” objective is 1o safeguard their
ability to continue as a going concern, 5o that the Company can continue to provide returns for sharcholders
and benefits other stakeholders and to maintain an optimal capital structure to reduce the cost of capital. In
order to mamtain or adjust the capital structure, the Company may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt. The directors
moniter the return on capital as well as the level of dividends 1o ordinary shareholders,

Related Parties

Parent and Ultimate Controlling Party

The Company is jointly owned by AS Sun Finance Scandinavia and AS Sun Finance Europe (the “Jomnt
Parent Companies™) whose registered offices are at Skanstes iela 52, Vidzemes priekspilséta, Riga LV-1013,
Latvia, and who are in turn subsidiaries of AS Sun Finance Group (the “Ultimate Parent Company™) with
registered offices al Skanstes iela 52, Videemes prickdpilséta, Riga LV-1013, Latvia.

AS Sun Fimance Group prepares the consolidated financial statements of the Group of which Sun Finance
Treasury Limited forms part. These financial statements will be filed and available for public viewing at the

Malta Business Registry.

The ultimate controlling party 15 M. Aigars Kesenfelds.
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20,

20.2

20.3

21.

22,

23,

Relaled Parties (Connd)
ldentity of Related Parties

The Company has a related party relationship with its ultimate beneficial owner, ultimate parent, joint parent,
subsidiaries and related companies.

Related Party Transactions and Balances

2022 2021
Euro Euro
Related Companices
Interest Recervahle from T384.108 4.532.967
Interest Payable w (1.609,.662) (1.123.211})
Advances Lo (22 174.4213) (26,855 314)
Subsidiary Companics
Interest Receivable from TO3 360 GRT. 954
Loan Advanced o (622.360) (1.489.954)
Joint Parent Companics
Interest Recervable from 505,876 T95.740
Loan Advanced from/to 6,411,891 (1,280,834}
Ultimate Parent Company
Interest Recervable from SHO.483 581,798
Loan Advanced from/to (2,915,038) 3,479,174

Amounts due to and from related parties are disclosed in Notes 11, 12, 16 and 17 10 these financial stalements,

The key management of the Company is considered 1o be the directors of the Company. The director’s
remuneration has been disclosed in Note 7 to these financial statements,

Operating Commitments

At vear end, the Company had operating lease commitments of approximately € 5,000 per annum,

Capital Commitments

The Company did not have any commitments to purchase any property, plant and equipment at year end.

Contingent Liabilities

At vear end, the Company did not have any contingent liabilities,
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24.

25.

26,

260

26.2

Going Concern

During the yvear under review, the Company incurred an operating loss of € 2,530,739 and registered an overall
loss of € 2,336,602,

As at year end, the Company had net current assets of € 57,490,230 but had a net assets deficiency position
amounting to € 6,876,459,

During the year, related companics continued to provide financial support to the Company and this financing is
still required to enable the Company to continue in business as a going concern,

The foregoing factors cast significant doubt upon the Company’s ability to continue in operation in the
loresecable future. However, notwithstanding the said factors, the Company has a subordinated loan pavable
for € 14,353,929 from a third party which does not have a fixed date of repayment but has to be repaid by not
later than 30 September 2024, This subordinated loan is unsecured and is subject to be repaid after all senior
liabilities have been paid, and the lender cannot take any encumbrance to secure the repayment of the
subordinated liabilities and cannotl commence any proceedings against the Company or take any action for or
in respect of the recovery of any of the subordinated liabilities or part thereof. Furthermore, the parent
company has indicated that it is able and willing 10 continue financing the operations of the Company for a
least a further year from the date of issue of these financial statements, Accordingly. the directors believe that
the going concern basis applied in the preparation of these financial stalements is appropriate,

Hussia — Ukraine War

On 24 February 2022, Russia invaded Ukraine. The invasion received widespread interational condemmation,
including new sanciions imposed on Russia, which riggered widespread economic effects on the Russian and
World economics, The sanctions imposed and supply hmitations resulted i high mflation across the European
Union and brovght a number of uncertainties towards the largest economies. The repercussions of such
conflicts may result in negative effects on the Company™s business activity,

The Company does not have any business or reliance on Russia or Ukraine and as at the date of this report, the
Company is not negatively impacted by the ongoing war in Ukraine. The directors continue to actively monilor
all developments taking place internationally and to take any action that might be necessary in the eventuality
that developments in the war start to impact the Company’s performance and operations.

Subsequent Events

Senior Unsecured Notes

Cn 30 March 2023, the Senior Unsecured MNotes with a nominal value of € 30,000,000 and which mature in
September 2025 were included on the Nasdaq Baltic Alternative Market First North, At December 2022, an
amount of € 32,539,000 had already been issued (see Note 15).

Other

The directors have evaluated other subsequent events since 31 December 2022 up to the date of approval of
these financial statements and concluded that there were no subsequent events which require disclosure in the
linancial statement.
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Finance Ineome
Loain Interest Incothe
Coupon Notes Income

Finance Costs
Loan Interest Expense
Coupon Notes Costs

MNet Interest Margin

DOperational Overheads
Ammortization of Bond Costs
Bad Debts Write Off
Expected Credir Losses

Administrative Overheads
Auditors” Remuneration
Bank Charges

Commission Pavable
[Mirector’s Remuneration
Fines and Penaltics

Legal and Professional Fees
Regiztration Fees

Rent Payable

Salaries and Social Cosis
Stationery and Courier Fees
Telecommunication Costs

Oither Operating Income

Crann on Ligquedation of Tnvesiment i Subsidiary
Over-Provision of Expenses in Prior Years
Other Income

Operating Loss

2022 2021
Eurn Euro
0. 27TH.668 6,721 984
2.539.329 2,342,369
11,817,997 9066353
4,196,263 4,344 728
T.943.404 5,135,251
12,139,667 9479979
(320.670) (413.626)
745,336 544,800
1,122,799 10,232
164,643 1,229.978
2,032,778 785,010
14,160 14,750
D6, 207 Re, 101
- 72,504
46,512 £.499
- 258
11,771 24 261
350 350
4,814 4,514
- 38,191
2RO -
1] [n2
176.6%4 240 826
{2,200.472) (2,448 462)
- 26,993
- 16 B6T
403 -
403 43 860
(2,209,069) (2.404,602)






