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Directors’ report

The directors present their report and the audited financial statements for G2G P.L.C. ('the
Company') for the period ended 31 December 2019.

Incorporation

The Company was incorporated on the 10 August 2018 and consequently, these financial
statements have been prepared for the period from the date of incorporation to 31 December
2019.

Principal activities

The company is a public limited company with an objective to enter into security acquisitions
generating returns for the respective investors.

Performance review and dividends

The Company issued bonds during 2019 with a nominal value of €3,000,000. The bonds’
redemption price is indexed against movements in the price of gold from the date of issuance
up to the redemption date; the indexation reflects both positive and negative movements in
the price of gold. The Company has mainly used the proceeds from the bond issue to enter
into a forward purchase of Gold, through which it has paid the supplier for a delivery of Gold
that is due to take place in 2021; by paying for the future purchase in advance, the Company
was able to obtain an advantageous price, reflected in a discount on the purchase price.

During the period, the Company incurred a loss before tax of €85,373. The directors do not
recommend the payment of a dividend as the Company did not have any distributable
reserves at the end of the period.

Future Developments

The existence of the novel coronavirus (COVID-19) was confirmed in early 2020 and has
spread across mainland China and beyond, causing disruptions to businesses and economic
activities across the world.

COVID-19 has overall not had any negative effects on the Company. The Company’s main
asset, being the investment in gold, and the Company’s main liability, being the issued bonds
and the embedded derivatives, are both directly linked to the price of gold. The increase in the
price of gold subsequent to financial year end generated an increase in the value of the
Company’s asset and a corresponding increase in the liability. In respect of the impact on the
investment in money market instruments, comprising approximately 20% portion of the
Company’s assets, COVID-19 has had an overall negative impact on the performance thereof.
However, given that this portion is invested in low-risk assets designed to generate additional
liquidity within the Company, the impact of the market situation has been contained and there
has not been a significant impact on the value of the Company as a result of COVID-19.
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Directors’ report - Continued

Principal risks and uncertainties

Note 5: ‘Financial risk management’ describes the financial risk management objectives and
policies and the exposure to the key risk factors including market risk (comprising foreign
exchange risk, cash flow and fair value interest rate risk), credit risk and liquidity risk and
the company’s approach, towards managing these risks.

Directors

The directors of the Company who held office during the period were:

Hurcem Merkan Appointed 4 December 2019
Ettore Spinoccia Appointed 4 December 2019
Claudio Fioresta Appointed 10 August 2018 Resigned 4 December 2019
Francesco Cellerini Appointed 10 August 2018 Resigned 4 December 2019

The Company's Articles of Association do not require any directors to retire.

Statement of Directors” Responsibilities

The Companies Act (Cap. 386) requires the directors to prepare financial statements for each
financial period which give a true and fair view of the state of affairs of the company at the
end of the financial period and of the profit or loss of the company for that period.

In preparing the financial statements, the directors are required to:

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

e 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 relative 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.
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Directors’ report - Continued

The directors are responsible for keepirig proper accounting records which disclose with
reasonable accuracy, at any time, the financial position of the company and to enable the
directors 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 and 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. '

Report in terms of article 4.30 of the Listing Rules for Wholesale Securities Markets

The Company is subject to the requirements laid out in the Listing Rules for Wholesale
Securities Markets. Independent managers, who are Regulated Persons (under the Investment
Services Act of the Laws of Malta), have been employed to manage the Company’s liquid
assets. The Company has also appointed an independent third party, who is registered to act
as Company Service Provider in terms of the'Company Service Providers Act, 2013, for the
provision of on-going bookkeeping services and the preparation of the annual financial
statements.

The Company is in the process of formalising inteérnal controls and risk management systems
so as to ensure sound corporate governance and reduce the risk of fraud.

The Directors note that the Company’s activities extend solely to the issuing of the Notes and
the management of the monies thereunder in accordance with the Base Prospectus and Final
Terms. The Company is bound by the objectives and obligations imposed through the Base
Prospectus and Final Terms.

In terms of Article 10(1) of Directive 2004/25/EC of the European Parliament, the Company
discloses that there are no takeover bids in effect.

Hivrcem Merkan Ettore Spinoccia.
Director Director
16 November 2020
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Independent auditor’s report
To the Shareholders of G2G P.L.C.

Report on the audit of the financial statements

Our opinion

In our opinion:

G2G P.L.C’s financial statements give a true and fair view of the Company’s financial position
as at 31 December 2019, and of the Company’s financial performance and cash flows for the
period then ended in accordance with International Financial Reporting Standards (‘IFRSs’) as
adopted by the EU; and

The financial statements have been prepared in accordance with the requirements of the
Maltese Companies Act (Cap. 386).

Our opinion is consistent with our additional report to the Board of Directors.

What we have audited

G2G P.L.C.’s financial statements, set out on pages 13 to 37, comprise:

the statement of financial position as at 31 December 2019;

the statement of comprehensive income for the period then ended;
the statement of changes in equity for the period then ended;

the statement of cash flows for the period then ended; and

the notes to the financial statements, which include a summary of significant accounting
policies.

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.
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

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 of the Accountancy Profession (Code of Ethics for Warrant Holders) Directive issued
in terms of the Accountancy Profession Act (Cap. 281) that are relevant to our audit of the financial
statements in Malta. We have fulfilled our other ethical responsibilities in accordance with these
Codes.

To the best of our knowledge and belief, we declare that we have not provided non-audit services
that are prohibited under Article 18A of the Accountancy Profession Act (Cap. 281).

We did not provide any non-audit services to the company during the period from 10 August 2018
to 31 December 2019.

Our audit approach

Overview

¢  Overall materiality: €30,100, which represents approximately

Materiality 1% of total assets.

Audit
scope

Valuation of forward purchase of gold contract
Valuation of bonds issued.

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where the directors made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our
audits, we also addressed the risk of management override of internal controls, including among
other matters consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the financial statements as a whole, taking into account the structure of the company,
the accounting processes and controls, and the industry in which the company operates.

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to
obtain reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They 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 the financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for
materiality, including the overall materiality for the financial statements as a whole as set out in the
table below. These, together with qualitative considerations, helped us to determine the scope of
our audit and the nature, timing and extent of our audit procedures and to evaluate the effect of
misstatements, both individually and in aggregate on the financial statements as a whole.

Overall materiality €30,100

How we determined it Approximately 1% of total assets of the Company.

Rationale Jor the We chose total assets as a benchmark because, in our view, the
materiality benchmark assets held are considered to be the key driver of the business
applied and the determinant of the Company’s value.

We selected 1% based on professional judgement, noting that it
is also within the range of asset-related benchmarks that we
consider acceptable.

We agreed with the Board of Directors that we would report to them misstatements identified
during our audit above EUR 3,010 as well as misstatements below that amount that, in our view,
warranted reporting for qualitative reasons.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

Key audit matter How our audit addressed the Key audit matter

Valuation of forward purchase of gold

contract

During the peri.od under review, the We have reviewed and assessed the adequacy of the

company entered into a forward agreement Company's accounting policy in respect of the

to purchase 80,000 grams of gold at a classification, recognition and measurement of the

future date. forward purchase in gold to ensure consistency with
IFRSs.

As described in the financial statements,

the forward purchase of gold is be?ug We have reviewed management's calculation of the

trea.ted by the Company, as being fair value of the forward purchase of gold contract as

equ.}valent for accounting _purposes, to at financial period end. The quantity of gold was

having already taken possession of the gold. agreed to the signed contract. The price of gold as at

Tl_le forward purchase of gold is therefore financial year end was agreed to independent third

fair valued at the end of the reporting party sources.

period. The discount obtained upon
entering the forward purchase agreement is
deferred over the time period between the
payment of the consideration and the

We have reperformed management's calculation of
the interest earned on the forward purchase of gold
contract, and the amount recognised within the

receipt of the gold. L ;
statement of comprehensive income for the period
) ) ending 31 December 2019. In reperforming the
We focused our testing on the valuation of recalculation, we have utilised information obtained
the agreement, including management's from the signed agreement.

assessment of the classification of this

agreement. As described in the financial ) . .
statements, such an assessment is deemed We obtained an independent confirmation from the

by the directors as a critical accounting counterparty to the agreement of the amount paid by
estimate. the Company.

We also evaluated the adequacy of the disclosures in

Relevant references in the Annual Report :
notes 3.2, 3.7, 4 and 8 to the financial statements.

and the Financial statements:
Notes 3.2 and 3.7 Accounting policies

Note 4: Critical accounting estimates and
judgements

Note 8: Investment in gold

Based on the evidence and explanations obtained, we
found the valuations of the forward purchase contract
and the related interest to be reasonable.
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

Key audit matter How our audit addressed the Key audit matter

Valuation of bonds issued

As per the Company's prospectus, the We reviewed management's assessment outlining the
redemption price of the bonds issued by the separation of the embedded derivative from the host
Company is indexed against movements in debt contract and the calculation of their respective
the price of gold from the date of issuance values as at period end.

up to redemption date. The bonds are
therefore deemed to contain an embedded
derivative. In accounting for these bonds,
management has elected to separate the
embedded derivative from the host debt
contract, thereby accounting for the host
contract at amortised cost and the We also evaluated the adequacy of the disclosures in
embedded derivative at fair value through notes 3.6, 4 and 14 to the financial statements.
profit or loss.

We agreed the inputs in the assessment to the terms
as per the company's prospectus and to independent
third party sources, where applicable.

Based on the evidence and explanations obtained,
We focused our testing on the valuation of we found the valuations of the host contract and
the bond, including management's the embedded derivative to be reasonable.
assessment of the separation of the
embedded derivative from the host debt
contract. As described in the financial
statements, such an assessment is deemed
by the directors as a critical accounting
estimate.

Relevant references in the Annual Report
and the Financial statements:

Note 3.6 Accounting policy

Note 4: Critical accounting estimates and
judgements

Note 14: Derivative financial liabilities
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

Other information

The directors are responsible for the other information. The other information comprises the
General information and the Directors’ report (but does not include the financial statements and
our auditor’s report thereon).

Our opinion on the financial statements does not cover the other information, including the
directors’ report.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above 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:

e 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

e 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 and other information. We have nothing to report in this
regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair
view in accordance with IFRSs as adopted by the EU and the requirements of the Maltese
Companies Act (Cap. 386), 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 have no realistic alternative but to do so.

10
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

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 ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

s 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.

e 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.

e 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, because not all future events
or conditions can be predicted, this statement is not a guarantee as to the Company’s ability to
continue as a going concern. In particular, it is difficult to evaluate all of the potential
implications that COVID-19 will have on the Company’s trade, customers and suppliers, and
the disruption to its business and the overall economy.

¢ Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with 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 the directors 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.

11
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Independent auditor’s report - continued
To the Shareholders of G2G P.L.C.

From the matters communicated with the directors, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

Other matters on which we are required to report by exception

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

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

e The financial statements are not in agreement with the accounting records and returns.
e We have not received all the information and explanations we require for our audit.

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

Appointment

We were first engaged as auditors of the Company on 15 April 2019 for the period ended 31 December

2019. The Company became listed on a regulated market on 17 May 2019.

PricewaterhouseCoopers
78, Mill Street

Zone 5, Central Business District
Qormi

Malta

Lucienne Pace Ross
Partner

16 November 2020

12
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Statement of financial position
As at 31 December 2019
Notes

ASSETS
Non-current assets
Investment in gold 8

Total non-current assets

Current assets
Financial assets at fair value through profit or loss 7

Cash at bank and in hand 9
Total current assets

Total assets

EQUITY AND LIABILITIES

Equity

Share capital 10
Accumulated losses

Total equity

Liabilities

Current liabilities

Payables 11
Total current liabilities

Non-current liabilities

Borrowings 13
Derivative financial liabilities 14
Total non-current liabilities

Total liabilities

Total equity and liabilities

31 December 2019
€

3,493,011
3,493,011

406,702

97,510
504,212

3,997,223

16,588
(85,373)

(38,785)

449,898

449,898

3,000,000
586,110

3,586,110

4,036,008

3,997,223

The accompanying notes on pages 17 to 37 are an integral part of these financial statements.
The financial statements on pages 13 to 37 were approved by the directors on 16 November

2020 and signed by:

B o wor_

g

Director Director

Ettore Spinoccia
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Statement of comprehensive income
For the period ended 31 December 2019

Note
Interest Income 4
Administrative expenses 6
Operating profit
Net fair value movements on
investment in gold 8
Net fair value movements on financial
instruments at fair value through
profit or loss 7/12

Finance costs
Loss for the period
Taxation

Total comprehensive loss for the period

10 August 2018 to
31 December 2019
€
171,409

(55,525)

115,884

468,151

(579,408)

(90,000)

(85,373)

(85,373)

The accompanying notes on pages 17 to 37 are an integral part of these financial statements.

14
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Statement of changes in equity
for the period from 10 August 2018 to 31 December 2019

Share Accumulated
Capital Losses  Total Equity
€ € €
Transactions with owners
Issue of shares 46,588 - 46,588
Comprehensive income for the period
Loss for the year - (85,373) (85,373)
Balance at 31 December 2019 46,588 (85,373) (38,785)

The accompanying notes on pages 17 to 37 are an integral part of these financial statements.

15
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Statement of cash flows
for the period from 10 August 2018 to 31 December 2019

Period from
10 August 2018 to
31 December 2019
€
Cash flows from operating activities
Loss before tax (85,373)
Interest income (171,409)
Net fair value movement of investment in gold (468,151)
Net fair value movement of financial assets and
liabilities at fair value through profit or loss 579,408
Movement in other payables 107,081
Net cash flows used in operating activities (38,444)
Cash flows from investing activities
Purchase of investments (2,910,634)
Net cash flows used in investing activities (2,910,634)
Cash flows from financing activities
Issue of Share Capital 46,588
Issue of redeemable bonds 3,000,000
Net cash flows generated from financing activities 3,046,588
Total cash movement for the period 97,510
Cash at the beginning of the period =
Total cash movement at the end of the period 97,510

The accompanying notes on pages 17 to 37 are an integral part of these financial statements.

16
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Notes to the Financial Statements

1.  Reporting entity

G2G P.L.C. (the “Company”) is a public limited company domiciled and incorporated
in Malta. The Company’s registration number is C87768. The Company’s registered
address is 228, Tower Road, Sliema, SLM 1601, Malta. The financial statements cover the
period 10 August 2018 to 31 December 2019.

2.  Basis of Preparation
Statement of compliance

The financial statements have been prepared and presented in accordance with
International ~ Financial Reporting Standards ("[FRS") as adopted by the EU and the
requirements of the Maltese Companies Act (Chapter 386, Laws of Malta). The financial
statements have been prepared for the period from 10 August 2018, the date of
incorporation, to 31 December 2019. As such, no comparative information is presented
for these financial statements.

Going concern

Although as at 31 December 2019, the Company’s liabilities exceeded its assets by
EUR38,785, the Company’s profitability is expected to improve as the interest earned,
through the discount on the forward purchase of gold, exceeds the interest due on the
bonds issued by the Company and other administrative expenses. Expenses are expected
to decrease as during the period under review, the company incurred certain one-off
formation expenses.

Management deems that the Company has sufficient cash and liquid assets to cover
expenses until such time as the gold is delivered. Management is evaluating the possible
options regarding the way forward once the gold is delivered.

Accordingly, the directors concluded that the going concern assumption is appropriate.
These financial statements have therefore been prepared on a going concern basis, which
assumes that the company will continue in operation for the foreseeable future.

Initial application of an international financial reporting standard, early adoption of
International Financial Reporting Standards and International Financial Reporting
Standards in issue but not yet effective

At the date of authorisation of these financial statements, certain new standards,
amendments to the existing standards, interpretations have been published by IASB that
are not yet effective. The company has not early adopted any of these pronouncements
and expects them not to have a material impact on the company’s financial statements
on their implementation.

17
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Notes to the Financial Statements - continued

2.

Basis of Preparation - continued
Segment reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision-maker. The chief operating decision-maker,
who is responsible for allocating resources and assessing performance of the operating
segments has been identified as the board of directors that makes strategic decisions.
The board of directors considers the Company to be made up of one segment, that is
raising financial resources from capital markets to finance the purchase of physically
allocated bullion gold bars in formats of one kilo with a fineness of 999.9/100, and the
purchase of other eligible assets. All the Company’s revenues are derived from the
investment in gold and other eligible assets.

Principal Accounting Policies

The principal accounting policies adopted in the preparation of these financial
statements are set out below.

3.1 Reporting currency
Functional and presentation currency

Items included in the financial statements are measured using the currency of the
primary economic environment in which the entity operates (‘the functional currency’).
The financial statements are presented in Euro (€), which is the company’s functional
and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the
exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at
period end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Income Statement.

3.2 Investment in gold
Investment in gold is recognised as an asset when it is probable that the future economic
benefits that are associated with the investment will flow to the entity and the cost can

be measured reliably. Investment in gold is initially measured at fair value, including
transaction costs.

18
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Notes to the Financial Statements - continued
3.  Principal Accounting Policies - continued
3.2 Investment in gold - continued

Subsequent to initial recognition, investment in gold that is acquired for the purposes of
being held as an investment are presented in the Statement of financial position as
“Investment in Gold” and are stated at fair value at the end of the reporting period. Gains
or losses arising from changes in the fair value of the investment are recognised in profit
or loss in the period in which they arise. They are presented as “Net fair value
movements on investment in gold “. Refer to section 3.7 for further details on fair value
measurement. Refer to section 4 for further details on the related critical accounting
estimates and judgements.

Investment in gold is derecognised on disposal or when no future economic benefits are
expected from its disposal. Gains or losses on derecognition represent the difference
between the net disposal proceeds, if any, and the carrying amount and are recognised
in profit or loss in the period of derecognition. To the extent that the gold is sold at its
fair value, any such gains or losses on derecognition are also presented as “Net fair value
movements on investment in gold ”.

3.3 Financial assets at fair value through profit or loss
3.3.1 Classification

The Company classifies its investments in money market instruments as financial assets
or financial liabilities at fair value through profit or loss.

This investment is managed, and performance is evaluated on a fair value basis. The
Company is primarily focused on fair value information and uses that information to
assess the assets’ performance and to make decisions. The Company has not taken the
option to irrevocably designate any equity securities as fair value through other
comprehensive income.

3.3.2 Recognition, derecognition and measurement

Regular purchases and sales of investments are recognised on the trade date - the date
on which the Company commits to purchase or sell the investment. Financial assets and
financial liabilities at fair value through profit or loss are initially recognised at fair
value. Transaction costs are expensed as incurred in the Statement of comprehensive
income.

Financial assets are derecognised when the rights to receive cash flows from the
investments have expired or the Company has transferred substantially all risks and
rewards of ownership.
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3.

Principal Accounting Policies - continued
3.3.2 Recognition, derecognition and measurement - continued

Subsequent to initial recognition, all financial assets and financial liabilities at fair value
through profit or loss are measured at fair value. Gains and losses arising from changes
in the fair value of the ‘financial assets or financial liabilities at fair value through profit
or loss’ category are presented in the Statement of comprehensive income within ‘other
net fair value movements on financial instruments at fair value through profit or loss’ in
the year in which they arise. The Company’s policy for fair value measurement is
described in note 3.7.

Dividend income from financial assets at fair value through profit or loss is recognised
in the Statement of comprehensive income within ‘dividend income’ when the
Company’s right to receive payments is established. Interest on debt securities at fair
value through profit or loss is recognised in the Statement of comprehensive income
within ‘net movements in fair value on financial instruments at fair value through profit
or loss’ in the year in which they arise.

3.4 Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment. A
provision for impairment of trade receivables is established when there is objective
evidence that the company will not be able to collect all amounts due according to the
original terms of debts.

The amount of the provision is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the effective interest rate.
The amount of the provision is recognised in the Income Statement.

At each reporting date, the Company measures the loss allowance on receivable
balances at an amount equal to the lifetime expected credit losses if the credit risk has
increased significantly since initial recognition.

If, at the reporting date, the credit risk has not increased significantly since initial
recognition, the Company measures the loss allowance at an amount equal to 12-month
expected credit losses. If the credit risk increases to the point that it is considered to be
credit impaired, interest income will be calculated based on the gross carrying amount
adjusted for the loss allowance.
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3.

Principal Accounting Policies - continued
3.5 Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in
the ordinary course of business from suppliers. Accounts payable are classified as
current liabilities if payment is due within one year or less (or in the normal operating
cycle of the business if longer). It not, they are presented as non-current liabilities. Trade
and Other payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method. On derecognition, any difference
between the carrying amount and the redemption or settlement amounts, is recognised
in profit or loss.

3.6 Embedded derivatives

Embedded derivatives are contracts which are embedded within the terms of a
compound instrument; a compound instrument is an instrument that has a financial
asset, a financial liability, or a non-financial ‘host’, and a derivative embedded within
that host. When derivatives are embedded within a financial liability, the Company
separates the derivative from the host, and accounts for it as a separate derivative, if:

e the derivative’s economic characteristics and risks are not closely related to the
financial liability;

o the embedded derivative would meet the definition of a derivative if it had been a
free-standing instrument; and

e the Company has not elected to measure the compound instrument at fair value
through profit or loss.

When the Company separates embedded derivatives, they are measured at fair value
through profit or loss; the host contract is measured in accordance with the accounting
policy applicable to the host.

3.7 Fair value measurement

The Company measures investment in gold and certain financial instruments at fair
value at the end of each reporting period in accordance with these accounting policies.

Fair value is the price that would be received to sell an asset or paid to transfer in an
orderly transaction between market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the
asset or transfer the liability takes place either in the principal market for the asset or
liability or, in the absence of a principal market, in the most advantageous market for
the asset or liability. The principal or the most advantageous market must be accessible
to the Company.
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3.

Principal Accounting Policies - continued
3.7 Fair value measurement - continued

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their best economic interest.

The fair value for assets and liabilities traded in active markets at the reporting date is
based on their quoted price or binding dealer price quotations, without any deduction
for transaction costs.

For all other assets and liabilities not traded in an active market, the fair value is
determined by using valuation techniques deemed to be appropriate in the
circumstances. Valuation techniques include the market approach (i.e., using recent
arm’s length market transactions and reference to the current market value of another
instrument that is substantially the same) and the income approach (i.e., discounted cash
flow analysis and option pricing models making as much use of available and
supportable market data as possible).

3.8 Share capital

Ordinary shares are classified as equity. Dividend distribution to the company’s
shareholders is recognised as a liability in the company’s financial statements in the
period in which the dividends are approved by the company’s shareholders.

3.9 Cash and cash equivalents

Cash and cash equivalents are carried in the Statement of financial position at face value.
For the purposes of the Cash Flow Statement, cash and cash equivalents comprise cash
in hand and deposits held at call with banks, net of bank overdrafts.

3.10 Income taxation

Income tax on the profit or loss for the period comprises current and deferred tax.
Income tax is recognised in the Income Statement except to the extent that it relates to
items recognised directly in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the period, using tax

rates enacted or substantially enacted at the end of the reporting period, and any
adjustment to tax payable in respect of previous periods.
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3.

Principal Accounting Policies - continued
3.10 Income taxation - continued

Where applicable, deferred taxation is provided using the liability method, for all
temporary differences arising between the tax bases of assets and liabilities and their
carrying values for financial reporting purposes. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantially enacted by the end of
the reporting period and are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Where applicable, deferred tax assets are recognised only to the extent that it is probable
that future taxable profits will be available against which the unutilised deferred tax
credits can be utilised.

3.11 Borrowings

Trade and Other payables are recognised initially at fair value. Subsequent to initial
recognition, borrowings are measured at amortised cost using the effective interest
method unless the effect of discounting is immaterial. Any difference between the
proceeds, net of transaction costs, and the settlement or redemption of other borrowings
is recognised in profit or loss over the term of the borrowings.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and based on historical experience
and other factors including expectations of future events that are believed to be
reasonable under the circumstances.

Other than as described below, the accounting estimates and judgements made in the
course of preparing these financial statements are, in the opinion of the directors, not
difficult, subjective or complex to a degree which would warrant their description as
critical in terms of the requirements of IAS 1.

Recognition and measurement of investment in gold

As set out in the Base Prospectus for the issuance of up to €20,000,000 asset (gold) backed
notes, the Company intends to invest a substantial part of the bonds’ proceeds in gold.
The objective of holding gold is for investment purposes.

Whilst there are existing International Financial Reporting Standards that address the
recognition, measurement, presentation and disclosure requirements for gold assets if
these are held for the purpose of selling in the ordinary course of an entity’s activities,
the directors have determined that there is no existing standard that addresses the
treatment of gold assets held for investment purposes.
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4.  Critical accounting estimates and judgements - continued
Recognition and measurement of investment in gold - continued

Amongst others, the directors have determined that gold assets fail to meet the definition
of financial assets, are not investment property as they do not comprise land and/or
buildings, are not property, plant and equipment as they are not held by the Company
for administrative purposes or for use in the production of goods or rendering of
services, and are not intangible assets as gold has physical substance.

In establishing an accounting policy for gold held for investment purposes, the
Company’s directors have therefore considered requirements in other accounting
standards that address assets that are held for investment purposes. Reference was made
to IAS 40, Investment property, and IFRS 9, Financial instruments, both of which contain
provisions allowing (or requiring) assets held for investment purposes to be measured
at fair value through profit or loss. The directors consider such a measurement model
for the investment in gold to result in the most appropriate representation of the
Company’s investments, and the return thereon. The accounting policy is described in
full in note 3 to these financial statements.

Forward purchases of Gold

The Company has entered into a forward purchase of Gold, through which it has paid
the supplier for a delivery of Gold that is due to take place in 2021; by paying for the
future purchase in advance, the Company was able to obtain an advantageous price,
reflected in a discount on the purchase price.

The forward purchase of the Gold is an executory contract that will be settled through
the delivery of gold bullion to the Company; the directors have accordingly determined
that the contract is not a derivative financial instrument. As payment of the fixed
purchase consideration was effected upon entering into the contract, the directors have
determined that with effect from that date, the Company became exposed to the risks
and rewards of ownership of the underlying gold bullion. Accordingly, the forward
purchase of gold is being treated by the Company as being equivalent for accounting
purposes to having already taken possession of the Gold, and is therefore recognised
and measured in accordance with the policy that addresses investments in Gold, as
described in note 3 to these financial statements.

In addition, the directors have determined that the discount obtained upon payment for
the forward purchase represents a financing transaction. In determining an appropriate
accounting policy for the discount, the directors have considered how, under IFRS 15,
Revenue from contracts with customers, a seller is required to recognise a financing cost
if it collects consideration from a customer more than one year before satisfying a
performance obligation, and the contract contains a significant financing component.
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4.  Critical accounting estimates and judgements - continued
Forward purchases of Gold - continued

Accordingly, the directors determined that the discount obtained upon entering into the
forward purchase, which represents the difference between the consideration paid, and
the fair value at which the forward purchase of gold was initially recognised, should be
deferred. The amount deferred, which is presented in the statement of financial position
within payables, is being recognised as interest income over the time period between
payment of the consideration, and receipt of the gold bullion.

Separation of embedded derivative from the host debt contract

As described in note 14, the Company issued bonds during 2019 with a nominal value
of €3,000,000. The bonds’ redemption price is indexed against movements in the price of
gold from the date of issuance up to the redemption date; the indexation reflects both
positive and negative movements in the price of gold. Management considers the
indexation against the price of gold to be an embedded derivative.

In accordance with the accounting policy set out in note 3, the Company has separated
this commodity derivative from the host debt instrument, and the embedded derivative
is accordingly measured at fair value through profit or loss; the host, comprising the
bonds, is measured at amortised cost in accordance with the respective accounting policy
set out in note 3.

In separating the embedded derivative from the bond, the directors have estimated that
the derivative’s fair value at initial recognition was negligible, on the basis that:

- the bonds’ indexation to the price of gold is a 100% return, both positive and
negative, on the price movements in gold during the time period between the bonds’
issuance date to their redemption date; and

- there is no optionality or leverage embedded within the indexation.

As a result, the proceeds received from the issuance of the bonds have been entirely

allocated at the bonds’ initial recognition to the bonds’ initial fair value, whilst the
embedded derivative’s initial fair value was assessed to be nil.
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5.  Risk Management
5.1 Capital management

The Company considers its capital to comprise equity as stated in the Statement of
financial position. The Company’s objective when managing capital are:

¢ To safeguard the Company’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders; and
e to comply with requirements of the Prospectus issued in relation to the bonds

The Company was compliant with the requirements of the Prospectus throughout the
year.

5.2 Financial risk management

All investments present a risk of loss of capital. The maximum loss of capital on
investment in gold and investment in money market instruments is limited to the fair
value of those positions.

The directors have overall responsibility for the establishment and oversight of the
Company’s risk management framework.

Overview
The Company has exposure to the following risks from its use of financial instruments:

e credit risk;
* liquidity risk; and
e market risk.

This note presents information about the Company’s exposure to credit, liquidity and
market risks, the Company’s objectives, policies and processes for measuring and
managing risks, the Company’s management of capital and fair values of financial assets
and financial liabilities.

Credit risk

Credit risk is the risk that a counter party to a financial instrument will fail to discharge
an obligation or commitment that it has entered into with the Company. It is the opinion
of the directors that the carrying amount of financial assets best represents the maximum
credit risk exposure at the reporting date.

Assets which potentially subject the Company to credit risk consist principally of
investment in money market instruments and cash at bank.
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5. Risk Management - continued
Credit risk- continued

Cash is placed with reputable but unrated counterparties. The directors consider the
credit risk associated with cash at bank is minimal since the cash and cash equivalents
are held at call and during the year, there have been no indicators of a significant
increase in credit risk.

Liquidity risk

Liquidity risk 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 is to ensure, as far as possible, that it
will always have sufficient liquidity to meet its liabilities when due, under both normal
and stressed conditions, without incurring unacceptable losses or risking damage to the
Company’s reputation.

The following maturity analysis summarises the maturity profile of the company’s
financial assets and liabilities based on contractual undiscounted receipts and payments.
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5. Risk Management - continued

Liquidity risk - continued

As at 31 December
2019
More
On 1to12 1to5 than
demand months years 5 years Total
EUR EUR EUR EUR EUR

Financial assets at
fair value through
profit or loss = 406,702 - - 406,702
Cash at bank and
in hand 97,510 - - - 97,510
Total financial
assets 97,510 406,702 - - 504,212
Accrued expenses - 17,081 e = 17,081
Long-term
bDrI‘OWi.ngs - 135,000 3,540,000 - 3,675,000
Derivative
financial liabilities - - 586,110 - 586,110
Total financial
liabilities - 152,081 4,126,110 = 4,278,191

Section 9.9 of the Base Prospectus issued by the Company in respect of the Notes states
broadly that the Redemption Value of the Notes shall correspond to the Nominal Value
adjusted by the Commodity Spread, where such Commodity Spread is determined with
reference to the value of the Commodity (gold) made available by the LBMA as at the
maturity date. Therefore, the Redemption Value is entirely linked to the value of the
Commodity as at the maturity date. A decline in the value of gold is therefore not
expected to have an impact on the ability of the Company to meet its obligations in terms
of Redemption Value payments, since these are by reference precisely to the value of
gold. As described in note 4 to the Financial statements, during 2019, the Company has
entered into a forward purchase of gold, through which it has paid the supplier for a
delivery of gold that is due to take place in 2021. The fair value of this investment in gold
as at 31 December 2019 is EUR 3,493,011.
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5. Risk Management - continued
Market risk

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

Currency risk

Currency risk is the risk that the exchange rate of the Company’s functional currency
relative to other foreign currencies may change in a manner that has an adverse effect
on the value of that portion of the Company’s assets denominated in currencies other
than the functional currency. As at reporting date, the Company was not significantly
exposed to currency risks since its monetary assets and liabilities are denominated in the
Company’s functional currency.

Interest rate risk

Interest rate risk arises from the effects of fluctuations in the prevailing levels of markets
interest rates on fair values of financial assets and liabilities and future cash flows.
Financial assets and liabilities issued at variable rates expose the Company to cash flow
interest rate risk, whilst those issued at fixed rates expose the Company to fair value
interest rate risk.

The main exposure to variable rates of interest arises on cash and cash equivalents (note
9). As the Company has no significant interest-bearing assets, its income and operating
cash flows are substantially independent of changes in market interest rates.

The Company has issued bonds which are subject to fixed interest rates, The Company
is potentially exposed to fair value interest rate risk in view of the fixed interest nature
of these instruments, which are however measured at amortised cost.

Management considers the potential impact on the profit or loss of a defined interest
rate shift that is reasonably possible at the end of the reporting period to be immaterial.
The Company is also indirectly exposed to interest rate risk through interest bearing
securities held by the money market instrument. The Company’s investment in the
money market instruments amounts to EUR 406,702 as at financial period end.
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5. Risk Management - continued
5.3 Other Risks
Petrformance risk

As at 31 December 2019, the Company’s main asset is the Forward Sale and Purchase
Agreement (the “Agreement”) entered into with Resonor SA for the delivery of a
specified quantity of gold by 2 May 2021. Although an agreement is in place between
the Company and Resonor SA, the Company is still exposed to credit risk, being the risk
of loss assets occasioned by the insolvency or negligence of the counterparty.

To date, there has been no indication that Resonor SA shall be unable to deliver the gold
due to the Company in terms of the Agreement. In the event that Resonor SA is unable
to deliver the gold to the Company, such value shall be lost in its entirety as described
in the Risks within the Base Prospectus of the Notes issued by the Company. The
Company has assessed the financial stability of Resonor SA in view of its financial
statements and determined that the risk of non-performance of its obligations in terms
of the Agreement is low.

Commodity price risk

The Company is exposed to commodity price risk through its investment in gold which
as at year end amounts to EUR 3,493,011. As described in the Liquidity risk section in
Note 5 to the financial statements, the redemption value of the notes issued by the
Company is also linked to value of gold. A decline in the value of gold is therefore not
expected to have a significant impact on the Company’s net asset position as it will result
in a reduction in both the fair value its investment in gold and the amount due to
bondholders.
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6. Expenses by nature

10 August
2018 to 31
December
2019
€
Directors’ fees 10,000
Professional fees 19,555
Stock exchange expenses 2,374
Stock exchange listings 18,222
Other fees 5,374
55,525
10 August
2018 to 31
December
2019
€
This is stated after charging:

Audit fees 8,600

7.  Financial assets at fair value through profit or loss
2019
€
Addition 400,000
Increase in fair value of investment 6,702
Carrying amount 406,702

The Company’s financial assets at fair value through profit or loss comprise unquoted
investments in money market instruments.
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8.

10.

Investment in gold
2019
€
Undiscounted cost 2 May 2019 3,024,860
Increase in fair value 468,151
At 31 December 2019 3,493,011

The company has entered into a forward agreement to buy 80,000 grams of gold with a
fineness of 999.9/1000 at a future date. The price of the gold is calculated based on the
London Bullion Markets Association (“LBMA")

The fair value of the investment has been determined on the basis of the market value
made available by the LBMA as at 16:30 London BST on 31 December 2019. There has
been no change to the valuation technique during the period. Note 4 describes the critical
accounting estimates and judgements made by the directors in relation to the Company’s
investment in gold.

Cash and cash equivalents

Cash and cash equivalents included in the statement of cash flows comprise the
following amount in the statement of financial position:

2019
€
Cash 97,510
Share capital
2019
€
Authorised
46,588 ordinary shares of EUR 1 each 46,588
Issued and fully paid up
46,588 ordinary shares of EUR 1 each 46,588
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11.

12,

Payables
2019
€
Accrued expenses 107,081
Deferred Interest Income 342,817
449,898

Fair value estimation

The fair value of investment in gold and of financial assets and liabilities through profit
or loss is determined by the Directors based on available information.

Factors considered by the Directors in determining fair value include cost, the type of
investment, subsequent purchases of the same or similar investments by other investors,
the current financial position and operating results of the company invested in, and such
other factors as may be deemed relevant. Factors considered when determining fair
value of items that have not been involved in a qualifying external event include but are
not limited to, industry valuation methods such as price to enterprise value or price to
equity ratios, discounted cash flow, valuation comparisons to comparable public
companies or other industry benchmarks in its evaluation of the fair value of its
investment.

Estimating fair value requires that judgment be applied to the specific facts and
circumstances of each investment. Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The estimated values do not necessarily represent
amounts that might ultimately be realised, because such realization depends on future
circumstances.

Because of the inherent uncertainty of valuation, those estimated values may differ
significantly from the values that would have been used had a ready market existed, and
the differences could be material.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value measurement as a whole:
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12. Fair value estimation - continued

Level 1 - Fair value measurements are those derived from quoted prices (unadjusted)
in active markets for identical assets or liabilities

Level 2- Fair value measurements are those derived from inputs other than quoted
prices included within level 1 that are observable, either directly (i.e as prices)

or indirectly (i.e derived from prices)

Level 3- Fair value measurements are those derived from inputs that are not based on

observable market data (unobservable inputs)

For the purpose of fair value disclosures, the Company has determined classes of assets
and liabilities on the basis of the nature, characteristics and risks of the asset or liability
and the level of the fair value hierarchy as explained above.

For assets and liabilities that are recognised in the financial statements on a recurring
basis, the Company determines whether transfers have occurred between levels in the
hierarchy by reassessing the categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole at the end of each reporting period.

The following table analyses within the fair value hierarchy the Company’s assets and
liabilities measured at fair value for 31 December 2019:

Financial assets

Investment in gold

Total Assets

Derivative financial
liabilities

31 December 2019
Level 1 Level 2 Level 3 Total
EUR EUR EUR EUR
- 406,702 - 406,702
- 3,493,011 - 3,493,011
- 3,899,713 - 3,899,713
- 586,110 - 586,110
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12,

13.

Fair value estimation - continued

In the absence of a quoted price in an active market, the financial assets, investment in
gold and derivative financial liability are valued using observable inputs such as
recently executed transaction prices available. Level 2 is deemed to be the most
appropriate categorisation for these assets and liabilities.

There have been no transfers between levels 1, 2 or 3 of the fair value classification
categories during the period.

At 31 December 2019, the carrying amounts of cash and cash equivalents, borrowings
and payables reflected in the financial statements are reasonable estimates of fair value
in view of the nature of these instruments or the relatively short period of time
between the origination of the instruments and their expected realisation.

Borrowings
2019
€
Bonds subscribed during 2019 3,000,000
As at 31 December 2019 3,000,000

On 2 May 2019, the Company issued bonds at a nominal rate of € 100,000 per bond
subject to 4.5% annual interest and with final maturity date of 30 April 2024. As at 31
December 2019, €3,000,000 has been fully subscribed and received.

The bonds are unsecured.
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14.

15.

Derivative financial liabilities

As at 31 December 2019, the embedded derivative is carried at an amount of €586,110,
and fair value losses of €586,110 have been recognized in the statement of
comprehensive income.

The embedded derivative is presented as a non-current liability as it falls due for
settlement only upon maturity of the Company’s bonds, which are also presented as
non-current liabilities.

The Company’s derivative is an indexation of the Company’s bond to the price of gold,
as disclosed in further detail in note 4. Accordingly, its fair value corresponds to the
commodity spread applied to the bonds’ nominal value of €3,000,000. The commodity
spread was determined on the basis of prices made available by the LBMA as at 16:30
London BST on the issue date of the relevant note and on 31 December 2019.

Taxation

The tax on the company’s profit before tax differs from the theoretical amount that
would arise using the basic tax rate as follows:

10
August
2018 to
31
Decemb
er 2019
€

Loss before tax (85,373)

Tax on loss at 35% (29,881)

Tax effect of:
Movement in unrecognised deferred tax 29,881

Tax expense -

Unrecognised deferred tax asset

As at 31 December 2019, the company had unutilised tax losses on which a related
deferred tax asset, was not recognised in the financial statements.
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16.

17.

18.

Events after reporting period

The existence of the novel coronavirus (COVID-19) was confirmed in early 2020 and
has spread across mainland China and beyond, causing disruptions to businesses and
economic activities across the world.

COVID-19 has overall not had any negative effects on the Company. The Company’s
main asset, being the investment in gold, and the Company’s main liability, being the
issued bonds and the embedded derivatives, are both directly linked to the price of
gold. The increase in the price of gold subsequent to financial year end generated an
increase in the value of the Company’s asset and a corresponding increase in the
liability.

In respect of the impact on the investment in money market instruments, comprising
approximately 20% portion of the Company’s assets, COVID-19 has had an overall
negative impact on the performance thereof. However, given that this portion is
invested in low-risk assets designed to generate additional liquidity within the
Company, the impact of the market situation has been contained and there has not
been a significant impact on the value of the Company as a result of COVID-19.
Related party disclosures

During the period under review, the company paid €10,000 to its directors.

Statutory information

G2G P.L.C is a public liability company and is incorporated in Malta, with its
registered address at 228, Tower Road, Sliema, SLM 1601, Malta.

The immediate parent company is B2B Smart Limited, a company registered in United

Kingdom, with its registered address at Office 90, 2 London Bridge Walk, London, SE1
25X, United Kingdom.

The company’s ultimate controlling party is Claudio Fioresta.

37




