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IMPORTANT INFORMATION

THIS COMPANY ADMISSION DOCUMENT CONTAINS INFORMATION ON FES FINANCE P.L.C. IN ITS CAPACITY
AS ISSUER, FES PROJECTS LTD IN ITS CAPACITY AS GUARANTOR, THEIR SUBSIDIARIES, AFFILIATES AND THE
BUSINESS OF THE GROUP, IN ACCORDANCE WITH THE PROSPECTS MTF RULES ISSUED BY THE MALTA
STOCK EXCHANGE.

APPLICATION HAS BEEN MADE TO THE EXCHANGE FOR THE SECURED BONDS TO BE ADMITTED TO
TRADING ON PROSPECTS MTF. PROSPECTS MTF IS A MARKET REGULATED AS AN MTF AND OPERATED BY
THE MALTA STOCK EXCHANGE DESIGNED PRIMARILY FOR EMERGING AND SMALLER COMPANIES TO
WHICH A HIGHER INVESTMENT RISK TENDS TO BE ATTACHED. PROSPECTS MTF SECURITIES ARE NOT
ADMITTED TO THE OFFICIAL LIST OF THE MALTA STOCK EXCHANGE.

THE INFORMATION CONTAINED HEREIN IS BEING MADE AVAILABLE IN CONNECTION WITH AN ISSUE BY
THE ISSUER OF €5 MILLION SECURED BONDS 2029 OF A NOMINAL VALUE OF €100 EACH. THE BONDS SHALL
BE ISSUED AT PAR AND BEAR INTEREST AT THE RATE OF 5% PER ANNUM PAYABLE ANNUALLY IN ARREARS
ON 18 MARCH OF EACH YEAR UNTIL THE REDEMPTION DATE, WITH THE FIRST INTEREST PAYMENT
FALLING DUE ON 18 MARCH 2020. THE NOMINAL VALUE OF THE BONDS WILL BE REPAYABLE IN FULL AT
MATURITY ON 18 MARCH 2029. THE BOND ISSUE IS GUARANTEED BY FES PROJECTS LTD.

NO BROKER, DEALER, SALESMAN OR OTHER PERSON HAS BEEN AUTHORISED BY THE ISSUER, THE
GUARANTOR OR THEIR RESPECTIVE DIRECTORS TO ISSUE ANY ADVERTISEMENT OR TO GIVE ANY
INFORMATION OR TO MAKE ANY REPRESENTATIONS IN CONNECTION WITH THE SALE OF SECURED
BONDS OF THE ISSUER OTHER THAN THOSE CONTAINED IN THIS COMPANY ADMISSION DOCUMENT AND
OTHER DOCUMENTS REFERRED TO HEREIN, AND IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORISED BY THE ISSUER, THE
GUARANTOR OR THEIR RESPECTIVE DIRECTORS, OR ADVISORS.

THE MSE ACCEPTS NO RESPONSIBILITY FOR THE COMPLETENESS OR ACCURACY OF THE COMPANY
ADMISSION DOCUMENT AND EXPRESSLY DISCLAIMS ANY LIABILITY WHATSOEVER FOR ANY LOSS
HOWSOEVER ARISING FROM OR IN RELIANCE UPON THE WHOLE OR ANY PART OF THE CONTENTS OF THIS
ADMISSION DOCUMENT.

THE COMPANY ADMISSION DOCUMENT DOES NOT CONSTITUTE, AND MAY NOT BE USED FOR PURPOSES
OF, AN OFFER OR INVITATION TO SUBSCRIBE FOR SECURED BONDS ISSUED BY THE ISSUER BY ANY PERSON
IN ANY JURISDICTION: (I) IN WHICH SUCH OFFER OR INVITATION IS NOT AUTHORISED; OR (II) IN WHICH
THE PERSON MAKING SUCH OFFER OR INVITATION IS NOT QUALIFIED TO DO SO; OR (III) TO ANY PERSON
TO WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR INVITATION. THE DISTRIBUTION OF THE COMPANY
ADMISSION DOCUMENT IN CERTAIN JURISDICTIONS MAY BE RESTRICTED AND, ACCORDINGLY, PERSONS
INTO WHOSE POSSESSION IT IS RECEIVED ARE REQUIRED TO INFORM THEMSELVES ABOUT, AND TO
OBSERVE, SUCH RESTRICTIONS.

THE COMPANY ADMISSION DOCUMENT AND THE OFFERING, SALE OR DELIVERY OF ANY BONDS MAY
NOT BE TAKEN AS AN IMPLICATION: (I) THAT THE INFORMATION CONTAINED IN THE COMPANY
ADMISSION DOCUMENT IS ACCURATE AND COMPLETE SUBSEQUENT TO ITS DATE OF ISSUE; OR (II)
THAT THERE HAS BEEN NO MATERIAL ADVERSE CHANGE IN THE FINANCIAL POSITION OF THE ISSUER
AND/OR THE GUARANTOR SINCE SUCH DATE; OR (III) THAT ANY OTHER INFORMATION SUPPLIED IN
CONNECTION WITH THE COMPANY ADMISSION DOCUMENT IS ACCURATE AT ANY TIME SUBSEQUENT
TO THE DATE ON WHICH IT IS SUPPLIED OR, IF DIFFERENT, THE DATE INDICATED IN THE DOCUMENT
CONTAINING THE SAME.



INVESTING IN COMPANIES ADMITTED TO PROSPECTS MTF MAY PUT AN INVESTOR’S CASH PARTLY OR
WHOLLY AT RISK. SECURITIES ISSUED BY SMALL AND MEDIUM SIZED ENTERPRISES (""'SMEs") TEND TO BE
ILLIQUID AND CARRY HIGHER RISKS. INVESTORS SHOULD THUS SEEK APPROPRIATE ADVICE AND READ
THE WHOLE DOCUMENT BEFORE MAKING ANY INVESTMENT DECISION. A PROSPECTIVE INVESTOR
SHOULD ALWAYS SEEK INDEPENDENT FINANCIAL ADVICE BEFORE DECIDING TO INVEST IN ANY
FINANCIAL INSTRUMENT. A PROSPECTIVE INVESTOR SHOULD BE AWARE OF THE POTENTIAL RISKS IN
INVESTING IN THE SECURITIES OF AN ISSUER AND SHOULD MAKE THE DECISION TO INVEST ONLY AFTER
CAREFUL CONSIDERATION AND CONSULTATION WITH HIS OR HER OWN INDEPENDENT LEGAL ADVISORS,
ACCOUNTANTS AND/OR OTHER FINANCIAL ADVISORS AS TO LEGAL, TAX, INVESTMENT OR ANY OTHER
RELATED MATTERS CONCERNING THE BONDS AND THE COMPANY ADMISSION DOCUMENT.

IT IS THE RESPONSIBILITY OF ANY PERSON IN POSSESSION OF THIS DOCUMENT AND ANY PERSONS
WISHING TO APPLY FOR ANY SECURED BONDS ISSUED BY THE ISSUER TO INFORM THEMSELVES OF, AND
TO OBSERVE AND COMPLY WITH, ALL APPLICABLE LAWS AND REGULATIONS OF ANY RELEVANT
JURISDICTION. PROSPECTIVE INVESTORS FOR ANY SECURITIES THAT MAY BE ISSUED BY THE COMPANY
SHOULD INFORM THEMSELVES AS TO THE LEGAL REQUIREMENTS OF SO APPLYING AND OF ANY
APPLICABLE EXCHANGE CONTROL REQUIREMENTS AND TAXATION IN THE COUNTRIES OF THEIR
NATIONALITY, RESIDENCE OR DOMICILE.

NO ACTION HAS BEEN OR WILL BE TAKEN BY THE ISSUER THAT WOULD PERMIT A PUBLIC OFFERING OF
THE SECURED BONDS OR THE DISTRIBUTION OF THE COMPANY ADMISSION DOCUMENT (OR ANY PART
THEREOF) OR ANY OFFERING MATERIAL IN ANY COUNTRY OR JURISDICTION WHERE ACTION FOR THAT
PURPOSE IS REQUIRED.

THE SECURED BONDS HAVE NOT BEEN NOR WILL THEY BE REGISTERED UNDER THE UNITED STATES
SECURITIES ACT, 1933 AS AMENDED, OR UNDER ANY FEDERAL OR STATE SECURITIES LAW AND MAY NOT BE
OFFERED, SOLD OR OTHERWISE TRANSFERRED, DIRECTLY OR INDIRECTLY, IN THE UNITED STATES OF
AMERICA, ITS TERRITORIES OR POSSESSIONS, OR ANY AREA SUBJECT TO ITS JURISDICTION (THE “U.S.”) OR
TO OR FOR THE BENEFIT OF, DIRECTLY OR INDIRECTLY, ANY U.S. PERSON (AS DEFINED IN REGULATION
“S” OF THE SAID ACT). FURTHERMORE, THE ISSUER WILL NOT BE REGISTERED UNDER THE UNITED
STATES INVESTMENT COMPANY ACT, 1940 AS AMENDED, AND INVESTORS WILL NOT BE ENTITLED TO THE
BENEFITS SET OUT THEREIN.

A COPY OF THE ADMISSION DOCUMENT HAS BEEN SUBMITTED TO THE MSE IN THE CONTEXT OF AN
APPLICATION FOR ADMISSION OF THE SECURED BONDS TO PROSPECTS MTF. THE MSE HAS AUTHORISED
THE ISSUE OF THIS DOCUMENT. BY SO DOING, THE MSE DOES NOT GIVE ANY CERTIFICATION,
REPRESENTATION, WARRANTY OR GUARANTEE REGARDING THE POTENTIAL RISKS INVOLVED IN
INVESTING IN THE SAID SECURED BONDS OR THE SAFETY OF INVESTING IN SUCH SECURED BONDS.

THIS DOCUMENT AND ALL AGREEMENTS, ACCEPTANCES AND CONTRACTS RESULTING THEREFROM SHALL
BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF MALTA, AND ANY PERSON
ACQUIRING ANY SECURED BONDS PURSUANT TO THE COMPANY ADMISSION DOCUMENT SHALL SUBMIT TO
THE JURISDICTION OF THE MALTESE COURTS, WITHOUT LIMITING IN ANY MANNER THE RIGHT OF THE
ISSUER TO BRING ANY ACTION, SUIT OR PROCEEDING IN ANY OTHER COMPETENT JURISDICTION, ARISING
OUT OF OR IN CONNECTION WITH ANY PURCHASE OF SECURED BONDS, OR AGREEMENT, ACCEPTANCE OR
CONTRACT RESULTING HEREFROM, OR THE COMPANY ADMISSION DOCUMENT AS A WHOLE.

STATEMENTS MADE IN THIS COMPANY ADMISSION DOCUMENT ARE, EXCEPT WHERE OTHERWISE STATED,
BASED ON THE LAW AND PRACTICE CURRENTLY IN FORCE IN MALTA AND ARE SUBJECT TO CHANGES
THEREIN.



ALL ADVISORS TO THE ISSUER AND THE GUARANTOR HAVE ACTED AND ARE ACTING EXCLUSIVELY FOR
THE ISSUER AND THE GUARANTOR IN RELATION TO THIS INTERMEDIARIES’ OFFER AND HAVE NO
CONTRACTUAL, FIDUCIARY OR OTHER OBLIGATION OR RESPONSIBILITY TOWARDS ANY OTHER PERSON
AND WILL, ACCORDINGLY, NOT BE RESPONSIBLE TO ANY INVESTOR OR ANY OTHER PERSON
WHOMSOEVER IN RELATION TO THE TRANSACTIONS PROPOSED IN THE COMPANY ADMISSION
DOCUMENT, NEITHER SHALL SUCH ADVISORS BE RESPONSIBLE FOR THE CONTENTS OF, AND ANY
INFORMATION CONTAINED IN THE ADMISSION DOCUMENT, ITS COMPLETENESS OR ACCURACY OR ANY
OTHER STATEMENT MADE IN CONNECTION THEREWITH.

THE ISSUER DISCLAIMS ANY AND ALL RESPONSIBILITY FOR ANY DEALINGS MADE, REPRESENTATIONS
GIVEN, PROCESSES ADOPTED, FUNDS COLLECTED OR APPLICATIONS ISSUED BY AUTHORISIED
INTERMEDIARIES IN THEIR EFFORT TO PLACE OR RE-SELL THE BONDS SUBSCRIBED BY THEM.

THE DIRECTORS OF THE COMPANY CONFIRM THAT WHERE INFORMATION INCLUDED IN THIS DOCUMENT
HAS BEEN SOURCED FROM A THIRD PARTY, SUCH INFORMATION HAS BEEN ACCURATELY REPRODUCED,
AND AS FAR AS THE DIRECTORS OF THE ISSUER ARE AWARE AND ARE ABLE TO ASCERTAIN FROM
INFORMATION PUBLISHED BY THAT THIRD PARTY, NO FACTS HAVE BEEN OMITTED WHICH WOULD
RENDER THE REPRODUCED INFORMATION INACCURATE OR MISLEADING.

UNLESS OTHERWISE STATED, THE CONTENTS OF THE ISSUER’S WEBSITE OR ANY WEBSITE DIRECTLY OR
INDIRECTLY LINKED TO THE ISSUER’S WEBSITE DO NOT FORM PART OF THE COMPANY ADMISSION
DOCUMENT. ACCORDINGLY, NO RELIANCE OUGHT TO BE MADE BY ANY INVESTOR ON ANY INFORMATION
OR OTHER DATA CONTAINED IN SUCH WEBSITES AS THE BASIS FOR A DECISION TO INVEST IN THE
SECURED BONDS.

THE VALUE OF INVESTMENTS CAN GO UP OR DOWN AND PAST PERFORMANCE IS NOT NECESSARILY
INDICATIVE OF FUTURE PERFORMANCE. PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER ALL
THE INFORMATION CONTAINED IN THE ADMISSION DOCUMENT AS A WHOLE AND SHOULD CONSULT
THEIR OWN INDEPENDENT FINANCIAL AND OTHER PROFESSIONAL ADVISORS.
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1 DEFINITIONS

In this Company Admission Document, the following words and expressions shall bear the following
meaning whenever such words and expressions are used in their capitalised form, except where the
context otherwise requires:

Act or Companies Act the Companies Act (Chapter 386 of the laws of Malta);

Admission Document or  this document in its entirety, including all its annexes;
Company Admission

Document or Document

ADR Average Daily Rate

Applicant/s a person or persons whose name or names (in the case of joint
applicants) appear in the registration details of an Application Form;

Application/s the application to subscribe for Secured Bonds made by an

Applicant/s by completing an Application Form/s and delivering
same to the Placement Agent, Manager and Registrar in accordance
with the terms of this Company Admission Document;

Application Form

the form of application for subscription for Secured Bonds, a
specimen of which is contained in Annex F of this Company
Admission Document;

Appropriateness Test

the test conducted in accordance with applicable rules by any licensed
financial intermediary, when providing an investment service (other
than investment advice or portfolio management) in relation to the
subscription for and the trading of Bonds, for the purpose of such
licensed financial intermediary determining (after collecting the
necessary information) whether the investment service or the Bonds
are appropriate for the prospective Applicant or prospective
transferee;

Authorised
Intermediaries

the licensed stockbrokers and financial intermediaries listed in Annex
G of this Company Admission Document;

Bond Issue or Secured
Bond Issue

the issue of the Secured Bonds;

Bond Issue Price

the price of €100 per Secured Bond,;

Bondholder

a holder of Secured Bonds;

Boutique Hotels

the boutique hotels identified in section 6.2.3;

Business Day

any day between Monday and Friday (both days included) on which
commercial banks in Malta settle payments and are open for normal
banking business;

CAGR

compound annual growth rate;

CET

Central European Time;




Collateral

the following security granted by the Guarantor in favour of the
Security Trustee for the benefit of Bondholders:

a) a first special hypothec over the Security Property;
b) a pledge over the Insurance Policy required under clause 5(1) (h)
of the Security Trust Deed; and

¢) the Guarantee;

Company or Issuer

FES Finance p.l.c., a company registered under the laws of Malta with
company registration number C 89431 and having its registered office
at 19-23, Conservatory Street, Floriana, Malta;

Corporate Advisor

Grant Thornton of Fort Business Centre, Mriehel Bypass, Birkirkara
BKR 3000, Malta, and/or any related entity, and/or affiliate, as duly
authorised to act as Corporate Advisor by the MSE, in terms of the
Prospects MTF Rules;

CSD the Central Securities Depository of the MSE authorised in terms of
Part IV of the Financial Markets Act (Chapter 345 of the laws of
Malta), having its address at Garrison Chapel, Castille Place, Valletta,
VLT 1063, Malta;

Deed of Hypothec a deed to be entered into by and between the Trustee and the

Guarantor in the acts of Notary Charmaine Sant whereby Guarantor
constitutes in favour of the Trustee that part of the Collateral which
according to law requires the execution of a notarial deed of

hypothec;

Directors or Board

the directors of the Issuer whose names are set out in section 5.1, and
‘Director’ shall be construed accordingly;

EBIT earnings before interest and taxation;

EBITDA earnings before interest, taxation, depreciation and amortisation;

Escrow Agreement the escrow agreement in place between the Escrow Agent and the
Issuer whereby the Escrow Agent is appointed to hold the proceeds
from the Bond Issue on escrow in accordance with this Company
Admission Document;

Euro or € the lawful currency of the Republic of Malta;

Event(s) of Default

event(s) of default as identified in section 22.12;

Exchange, Malta Stock
Exchange or MSE

Malta Stock Exchange p.l.c., bearing company registration number C
42525 and having its registered office at Garrison Chapel, Castille
Place, Valletta VLT 1063, Malta;

FES Group or Group

the Parent including its subsidiaries;

FES Trust

the trust established by a deed entered into by the Security Trustee,
the Issuer and the Guarantor on 6 March 2019;




FY

Financial Year;

GOPAR the total revenue of hotels less expenses incurred earning that
revenue, divided by the available rooms;
Guarantee the joint and several guarantee dated 6 March 2019 granted by the

Guarantor in favour of the Security Trustee as security for the
punctual performance of the Issuet’s payment obligations under the
Bond Issue, subject to the terms and conditions contained in the
Security Trust Deed and as the same is held on trust for the benefit of
the Bondholders by the Security Trustee. A copy of the Guarantee
and a description of the nature, scope and terms of the Guarantee are
appended to the Company Admission Document as Annex A hereto;

Guarantor or Parent

FES Projects Ltd, a company registered under the laws of Malta with
company registration number C 83872 and having its registered office
at 19-25, Conservatory Street, Floriana, Malta;

Gzira boutique hotel

the boutique hotel identified in section 6.2.3.1;

IFRS

International Financial Reporting Standards as adopted by the EU;

Insurance Policy

the insurance policy providing for the replacement value of the Gzira
boutique hotel to be acquired by FES Projects Limited,;

Interest

the interest payable in connection with the Bonds, being interest from
and including 19 March 2019 at the rate of 5% per annum payable
annually in arrears on the Interest Payment Date;

Interest Payment Date

annually, on 18 March of each year commencing on 18 March 2020
and ending and including the Redemption Date, provided that if any
such day is not a Business Day such Interest Payment Date will be
carried over to the next following day that is a Business Day;

Intermediaries’ Offer

shall have the meaning set out in section 22.2 of this Company
Admission Document;

IRS Inland Revenue Services, which pertains to the United States of
America;
Issue Date 6 March 2019;

Issue Period

the period between 08:30 hours (CET) on 6 March 2019 and 12:00
hours (CET) on 18 March 2019 (or such earlier date as may be
determined by the Issuer) during which the Secured Bonds are
available for subscription;

Listing Authority the board of governors, acting as the Listing Authority under the
Malta Financial Services Authority Act (Chapter 330 of the laws of
Malta);

Listing Rules the listing rules issued by the Listing Authority, as may be amended

from time to time;
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Manager

Polymath & Boffin Limited, a private limited company registered
under the laws of Malta, bearing company registration number C
51718, and having its registered address situated at 19-23, Polymath &
Boffin Ltd, Conservatory Street, Floriana FRN 1521, Malta;

Memorandum and
Articles of Association
or M&As

the memorandum and articles of association of the Issuer in force at
the time of publication of the Company Admission Document;

MFSA the Malta Financial Services Authority, established in terms of the
Malta Financial Services Authority Act (Chapter 330 of the laws of
Malta);

Placement Agent, Financial Planning Services Limited, a private limited liability

Manager and Registrar
or Escrow Agent

company registered under the laws of Malta and having its registered
address situated at 4, Marina Court, Giuseppe Cali Street, Ta’ Xbiex,
XBX 1421, Malta, and bearing company registration number C 3806.
Financial Planning Services Limited is authorised to conduct
investment services by the Malta Financial Services Authority in terms
of the Investment Services Act (Chapter 370 of the laws of Malta) and
is a member of the MSE;

Operator Casa Boutiques Ltd, a private limited company registered under the
laws of Malta, bearing company registration number C 87124, and
having its registered address situated at 29, Vincenti Buildings, Strait
Street, Valletta, VLT 1432;

Planning Authority the Planning Authority established in terms of the Development

Planning Act (Chapter 552 of the laws of Malta);

Prospects MTF

the market regulated as a multilateral trading facility operated by the
MSE providing a venue for start-up and growth of small to medium-
sized enterprises to float their capital (including equity or debt) on the
market;

Prospects MTF List

the list prepared and published by the MSE as its recognised list in
accordance with the Prospects MTF Rules;

Prospects MTF Rules

the rules issued by the Board of Directors of the MSE regulating the
Prospects MTF market;

Prospectus Directive

Directive 2003/71/EC of the European Patliament and of the
Council of 4 November 2003 on the prospectus to be published when
securities are offered to the public or admitted to trading and
amending Directive 2001/34/EC, as amended by Directive
2010/73/EU of the European Patliament and of the Council of 24
November 2010, and as may be further amended from time to time;

Redemption Date

18 March 2029;

Redemption Value

the nominal value of each Bond (€100 per Secured Bond);
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Secured Bond(s) ot
Bond(s) or Securities

the €5 million Secured Bonds 2029 of a nominal value of €100 per
bond issued at par and redeemable on the Redemption Date at their
nominal value, bearing interest at the rate of 5% per annum.;

Security Property

the following immovable property:

4,6,7 and 8, Ponsomby Street, Gzira, Malta, referred to
throughout this document as the Gzira boutique hotel;

Security Trustee or
Trustee

Manduca Randon & Co Ltd, a private limited liability company duly
registered and validly existing under the laws of Malta, with company
registration number C 18264 and having its registered office at Level
1, Britannia House, 9, Old Bakery Street, Valletta VLT 1450, Malta,
duly authorised to act as a trustee or co-trustee in terms of article
43(3) of the Trusts and Trustees Act (Cap. 331 of the laws of Malta);

Sinking Fund

the sinking fund referred to in Section 22.23 of this Company
Admission Document;

SJM Enterprises
Limited

SJM Enterprises Limited, a company registered under the laws of
Malta with company registration number C 34084 and having its
registered office at 38, Sir Luigi Preziosi Street, Floriana, Malta;

Small and medium sized
enterprises or SMEs

an enterprise as defined in Article 2(1) of the Companies Act (Chapter
386 of the laws of Malta) and in line with the Prospects MTF Rules,
and ‘SMEs’ shall be construed accordingly;

St. Julian’s boutique
hotel

The boutique hotel identified in section 6.2.3.2;

Summary

a summary of the salient features of the Document, as contained in
the section entitled “Summary”;

Terms and Conditions

the terms and conditions of the Secured Bonds which are included in
section 24 of this Company Admission Document;

Trust Deed or Security

the security trust deed signed between the Issuer, the Guarantor and

Trust Deed the Security Trustee on 6 March 2019 establishing the FES Trust;

Trust Property the assets, if any, and the rights attaching to and emanating from the
Trust Deed and the benefit of the security created by virtue of the
Collateral for the benefit of Bondholdets;

WTTC World Travel and Tourism Council.

All references in this Company Admission Document to “Malta” are to the “Republic of Malta”.

Unless it appears otherwise from the context:

(a) words importing the singular shall include the plural and vice-versa;

(b) words importing the masculine gender shall include the feminine gender and vice-versa;

(c) the word “may” shall be construed as permissive and the word “shall” shall be construed as

imperative;
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(d) any reference to a person includes natural persons, firms, partnerships, companies, corporations,
associations, organisations, governments, states, foundations or trusts;

(e) any reference to a person includes that person’s legal personal representatives, successors and
assigns;

(f) any phrase introduced by the terms “including”, “include”, “in particular” or any similar expression
is illustrative only and does not limit the sense of the words preceding those terms;

() any reference to a law, legislative act, and/or other legislation shall mean that patticular law,

legislative act and/or legislation as in force at the time of issue of this Company Admission Document.
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2 SUMMARY

SECTION A - INTRODUCTION AND WARNINGS

Al

Prospective investors are hereby warned that:

i. this Summary is being provided to convey the essential characteristics and risks
associated with the Issuer, the Guarantor and the Securities being offered pursuant
to this Document. This section is merely a summary and, therefore, should only be
read as an introduction to the Company Admission Document. It is not and does
not purport to be exhaustive and investors are warned that they should not rely on
the information contained in this Summary alone in deciding as to whether to invest
in the Securities described in this Document. Any decision to invest in the Secured
Bonds should be based on consideration of the Company Admission Document as

a whole by the investor;

ii. where a claim relating to the information contained in this Company Admission
Document is brought before a court, the plaintiff investor might, under the national
legislation of Malta, have to bear the costs of translating the Company Admission
Document before the legal proceedings are initiated; and

iii. civil liability attaches only to those persons who have tabled the Summary including
any translation thereof and who applied for its notification, but only if the
Summary, when read together with the other parts of the Company Admission
Document, is misleading, inaccurate or inconsistent; or does not provide key
information in order to aid investors when considering whether to invest in such

Securities.

A2

Consent required for use of the Company Admission Document in connection with the
Intermediaries’ Offer, prospective investors are hereby informed that:

i. for the purposes of any subscription for Secured Bonds by Authorised
Intermediaries pursuant to the Intermediaries” Offer and any subsequent resale,
placement or other offering of Secured Bonds by Authorised Intermediaries
participating in the Intermediaries” Offer in circumstances where there is no
exemption from the requirement to publish a Company Admission Document
under the Prospects MTF Rules, the Issuer consents to the use of the Company
Admission Document (and accepts responsibility for the information contained
herein in accordance with the terms hereof) with respect to any such subsequent
resale, placement or other offering of Secured Bonds, provided this is limited only:

(a) in respect of Secured Bonds subscribed for in terms of the Intermediaries” Offer
by Authorised Intermediaries participating in the Intermediaries’ Offer;

(b) to any resale, placement or other offering of Secured Bonds subscribed for as
aforesaid, taking place in Malta; and

(c) to any resale, placement or other offering of Secured Bonds subscribed for as
aforesaid, taking place within the period of 60 days from the date of the Company
Admission Document;

i. in the event of a resale, placement or other offering of Secured Bonds by an
Authorised Intermediary subsequent to the Intermediaries’ Offer, said
Authorised Intermediary shall be responsible to provide information to
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prospective investors on the terms and conditions of the resale, placement or
other offering at the time such resale, placement or other offering is made;
and

iii. any new information with respect to Authorised Intermediaries unknown at the
time of the approval of the Company Admission Document will be made available
through a company announcement which will also be made available on the
Prospects MTT website and the Issuer’s website www.fes.com.mt.

SECTION B - ISSUER AND GUARANTOR

B.1

The legal and commercial name of the Issuer is FES Finance p.l.c. (company registration
number C 89431).

The legal and commercial name of the Guarantor is FES Projects Ltd (registration number
C 83872).

B.2

B.3

The Issuer was registered in Malta in terms of the Act on 15 November 2018 as a public
limited liability company and is domiciled in Malta.

The Guarantor was registered in Malta in terms of the Act on 6 December 2017 as a
private limited liability company and is domiciled in Malta.

The following is an overview of the most significant trends affecting the Issuer and the Guarantor and the
markets in which the FES Group operates:

The Issuer has been set up to act as a financing company and its business is limited to the
raising of capital and the lending of such capital to the Guarantor, the collection of interest
from the Guarantor and the settlement of interest payable on capital raised from third
parties. The Issuer does not have any substantial assets. Its role is limited to the financing
of the Guarantor’s operations and it is, accordingly, fully dependent on the cash flows of
the Guarantor.

The Guarantor is principally engaged in investing in, acquiring or leasing, holding and
managing boutique hotels for the purpose of deriving income therefrom, either directly or
through subsidiary companies. The Group’s principal activity is overseeing the
management of the Boutique Hotels as follows:

- the Gzira boutique hotel: an existing 28-room boutique hotel with external
entrances and access from number six (6), seven (7) and eight (8), Ponsomby
Street, Gzira, being increased to a 56-room boutique hotel including commercial
outlets and at the lower floors, following conversion of unutilised space and
development of the adjacent property, as better defined in section 6.2.3.1;

- the St. Julian’s boutique hotel: a 23-room boutique hotel consisting of 10 superior
rooms and 13 suites, with views, pool and decking area, breakfast area, roof top
bar and café, following development on a site including airspace, as well as an
adjacent plot of land, situated at twenty one (21), Triq Wied Ghomor, St. Julian’s,
as better defined in section 6.2.3.2;

As set out in further detail in section 5.3, 5.4 and 6.2.3.3 the Gzira boutique hotel shall be
operated by the Operator and managed by the Manager. It is the intention of the FES
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B.4

Group to appoint the Operator and Manager to operate and manage respectively the St.
Julian’s boutique hotel.

Without prejudice to the risks identified in this Document, as at the time of publication of
the Company Admission Document, the Issuer and the Guarantor consider that generally
they shall be subject to the normal business risks associated with the business in which the
FES Group companies operate, and, barring unforeseen circumstances, do not anticipate
any particular trends, uncertainties, demands, commitments or events outside the ordinary
course of business that could be deemed likely to have a material adverse effect on the
upcoming prospects of the FES Group and its business, at least with respect to the current
financial year. However, investors are strongly advised to carefully read the risk
factors in the Company Admission Document.

The following is a brief synopsis of the significant trends affecting the key areas of operation of the FES
Gronp (refer to section 7.2 for further detat).

The hospitality industry in Malta has welcomed the increase in tourist arrivals throughout
the past five years with a complementary increase in performance. NSO data for 2017,
revealed that the influx for the year stood at 2.3 million tourists — representing an increase
of 16.4% over the previous year, with a further increase of 15.2% between January to
August 2018, when compared to the same period in 2017.

Total nights spent by inbound tourists in 2017 went up by 10%, reaching 16.5 million
nights. During 2017, total guests (residents and non-residents) in collective
accommodation establishments situated in Malta surpassed 1.7 million, an increase of
13.0% over the same period in 2016. Guest nights in collective accommodation in Malta,
reached almost 9.2 million nights, with an average stay of 5.3 days per guest. Within the
collective accommodation establishments situated in Malta, the 4 star and 3 star hotels
gained 83,345 guests (+12.4%) and 76,695 guests (+20.3%) respectively in 2017 when
compared to a year earlier.

Data from the Malta Hotels and Restaurants Association illustrates that over the past four
years all hotel categories managed to register year-on-year increases in both occupancy and
average daily rate. The improvement in both the average daily rate and occupancy has
positively impacted the industry’s bottom-line.

The Issuer is, except for two shares which are held equally by Mr Christopher Vella and
Dt Reuben Debono, a fully-owned subsidiary of the Guarantor, which latter entity is the
parent company of the FES Group. The Issuer is a special purpose vehicle set up to act as
a financing company for the needs of the FES Group and, as such, it is dependent on the
business prospects and operating results of its Parent.

The organisational structure of the FES Group as at the date of the Company Admission
Document is illustrated in the diagram below:
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B.5

Christopher Vella Reuben Debono
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The Issuer and Guarantor were incorporated on 15 November 2018 and 6 December
2017 respectively and since their incorporation and up to the date of the Company
Admission Document no financial statements have been prepared. Except for the
preliminary agreements, operator agreement and management agreement entered into with
respect to the Gzira boutique hotel and/or the St. Julian’s boutique hotel, there has not
been any significant change in the financial or trading position of the Issuer or the
Guarantor, which has occurred since the companies’ date of incorporation.

Extracts from the projections of the FES Group for FY2019, FY2020, FY2021 and
FY2022 are set out below (refer to section 8 for further detail). The following extracts
assume that interest commences on 1 April 2019:

Extract from the consolidated income statement

'€000 FY2019 FY2020 FY2021 FY2022
Revenue 499 1,350 1,814 2,035
Gross profit 309 867 1,172 1,325
Operating profit (364) 280 482 583
Profit before tax (627) (50) 151 251
Profit after tax (563) (46) 69 134

Sources: FES Group forecasts for the years ending 31 December 2019, 2020, 2021 and 2022

Extract from the consolidated statement of financial position

FY2019 FY2020 FY2021 FY2022
ASSETS
Non-current assets 8,174 8,844 8,651 8,462
Currentassets 647 182 460 788
Total assets 8,821 9,026 9,111 9,250
EQUITY AND LIABILITIES
Equity 1,923 2,069 2,131 2,258
Total liabilities 6,898 6,957 6,980 6,992
Total equity and liabilities 8,821 9,026 9,111 9,250
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B.6

B.7

B.8

Sources: FES Group forecasts for the years ending 31 December 2019, 2020, 2021 and 2022

Extract from the consolidated statement of cash flows

'€000 FY2019 FY2020 FY2021 FY2022
Cash (used in)/generated from operafing activies (456) 90 297 384
Cash used in investing activites (4,141) (840) (69) (78)
Cash generated from financing activies 5,198 200 - -
Net movement in cash and cash equivalents 601 (550) 228 306
Cash and cash equivalents at the beginning of the year 1 602 52 280
Cash and cash equivalents at end of year 602 52 280 586

Sources: FES Group forecasts for the years ending 31 December 2019, 2020, 2021 and 2022

The Issuer is not intended to undertake any trading activities itself apart from the raising
of capital and the advancing thereof to the Guarantor. Accordingly, the Issuer is
economically dependent on the financial and operating performance of the Group.

The Issuer does not have any substantial assets and is essentially a special purpose vehicle
set up to act as a financing company. The Issuer is, therefore, intended to serve as a
vehicle through which the FES Group will continue to finance its future projects.

The Guarantor is the parent company of the Group and is principally engaged in investing
in, acquiring or leasing, holding and managing boutique hotels for the purpose of deriving
income therefrom, either directly or indirectly through its subsidiaries.

The Issuer was set up and established to act as a finance company. In terms of its
Memorandum of Association, the main object for which the Issuer is constituted is to
carry on the business of a finance company in connection with the ownership,
development, operation and financing of the business activities of any related company,
whether in Malta or overseas, and thereby, to lend or advance money or otherwise give
credit to any related company, with or without security, on such terms as the Directors
may deem fit; and to invest and deal with the monies of related companies in such manner
as the Directors may deem fit. The issue of bonds falls within the objects of the Issuer.
Clause 3 of the Memorandum of Association contains the full list of objects of the Issuer.

The Guarantor, as the parent company of the Group, is principally engaged in investing in,
acquiring, holding and/or managing any land, building or other property for the purpose
of deriving income therefrom, either directly or indirectly through its subsidiaries. In terms
of its Memorandum of Association, the Guarantor is, amongst other things, empowered
to guarantee the obligations of third patties up to an unlimited amount and/or to secure
such guarantees by the constitution of a pledge over any of the Company’s issued shares
and/or by hypothecating any of the company’s property, present and future, movable and
immovable.

The Issuet’s current authorised and issued share capital is €50,000 divided into (i) 49,998
ordinary A shares of €1 each, fully paid up and held by the Guarantor; and (ii) 2 ordinary B
shares of €1 each, fully paid up and held respectively by Mr Christopher Vella and Dr
Reuben Debono.

The Guarantor’s current authorised share capital is €601,250 divided into 601,250 ordinary
shares of €1 each and issued share capital is €401,250 divided into 401,250 ordinary shares

18



B.9

of €1 each, fully paid up and held in equal proportion by Mr Christopher Vella and Dt
Reuben Debono, respectively.

In terms of the Guarantee, the Guarantor irrevocably and unconditionally guarantees to
the Security Trustee, for the benefit of the Bondholders, that if for any reason the Issuer
fails to pay any sum payable by it to a Bondholder pursuant to the terms and conditions of
the Secured Bonds as and when the same shall become due under any of the foregoing, it
will pay to the Security Trustee on demand the indebtedness of the Issuer to the Security
Trustee.

The obligations of the Guarantor under the Guarantee shall remain in full force and effect

until no sum remains payable to any Bondholder pursuant to the issue of the Secured
Bonds.

SECTION C - THE SECURITIES

C1

The Issuer shall issue an aggregate of €5 million in Secured Bonds 2029 having a nominal
value of €100 per bond, subject to a minimum subscription of €5,000 in Secured Bonds
and multiples of €100 thereafter. The Secured Bonds will be issued in fully registered
form and will be represented in uncertificated form by the appropriate entry in the
electronic register maintained on behalf of the Issuer at the CSD. On admission to
trading on Prospects MTF, the Secured Bonds will have the following ISIN:
MT0002231208. The Secured Bonds shall bear interest at the rate of 5% per annum. The
Secured Bonds shall be repayable in full upon maturity unless previously re-purchased
and cancelled, provided that the Issuer reserves the right to purchase any Secured Bonds
on the secondary market, at the price they would be trading at the time, prior to the
Secured Bonds’ Redemption Date.

C.2

C3

The Secured Bonds are denominated in Euro (€).

The Secured Bonds are freely transferable and, once admitted to the Prospects MTF,
shall be transferable only in whole in accordance with the rules and regulations of the
MSE applicable from time to time.

19



C4

C.5

C.6

Subject to the terms of the offer being made pursuant to this Company Admission
Document, investors wishing to participate in the Secured Bonds will be able to do so by
duly executing the appropriate Application Form in relation to the Secured Bonds.
Following, execution of the Application Form, allotment of the Secured Bonds will
entitle such investor to:

i. the receipt of interest;
ii. the repayment of capital;
iii. the benefit of the Collateral through the Security Trustee, as explained in
Element E.2(5) below;
iv. attend, participate in and vote at meetings of Bondholders in accordance with
the Terms and Conditions of the Bond Issue; and
v. enjoy all such other rights attached to the Secured Bonds emanating from the
Company Admission Document.

Immediately, following the issue of the Bonds and application of the proceeds, the
Security Trustee for the benefit of Bondholders will have the benefit of a first special
hypothec over the Security Property for the full amount of €5,250,000. In addition to the
above, the Security Trustee for the benefit of Bondholders will have the benefit of a
pledge over the Insurance Policy required under clause 5(1)(h) of the Security Trust
Deed. Subject to admission on Prospects MTF, the Issuer shall make a prompt
announcement on the same day registration of the said first special hypothec and pledge
over the Insurance Policy. Also, the Secured Bonds shall be guaranteed, in respect of
both the interest and the principal amount due, by the Guarantor in terms of the
Guarantee. Furthermore, upon the occurrence of any of the Events of Default, the
Security Trustee, in its capacity as trustee of the FES Trust, shall take control over the
Sinking Fund.

The issue and allotment of the Secured Bonds is conditional upon: (i) the Secured Bonds
being admitted to the Prospects MTF List of the MSE; (ii) the Collateral being
constituted in favour of the Security Trustee; and (iii) the pledge over the Insurance
Policy having been duly constituted, in accordance with the provisions of the Security
Trust Deed. Subject to admission on Prospects MTF, the Issuer shall make a prompt
announcement on the same day registration of the said first special hypothec and pledge
over the Insurance Policy. Subject to the Bond Issue becoming unconditional, the
Secured Bonds shall bear interest from and including 19 March 2019 at the rate of 5%
per annum on the nominal value thereof, payable annually in arrears on each Interest
Payment Date. The first interest payment will be affected on 18 March 2020 (covering
the period 19 March 2019 to 18 March 2020). For Secured Bonds issued at the Bond
Issue Price, the gross yield calculated on the basis of the Interest, the Bond Issue Price
and the Redemption Value of the Secured Bonds at Redemption Date is 5%. The
Secured Bonds will mature on 18 March 2029, unless previously repurchased and
cancelled. The Issuer may at any time purchase the Secured Bonds in the open market or
otherwise at any price. Any purchase by tender shall be made available to all Bondholders
alike. All Secured Bonds so purchased will be cancelled forthwith and may not be re-
issued or re-sold.

Application has been made to the MSE for the Secured Bonds to be issued pursuant to
the Company Admission Document and to be admitted and traded on its Prospects
MTF. The Secured Bonds are expected to be admitted to Prospects MTF with effect
from 12 April 2019 and trading is expected to commence on 15 April 2019. While the
MSE has disclaimed responsibility for the contents of this Company Admission
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Document, it has authorised the issue of the said Admission Document in respect of this
Application. Dealing may commence prior to notification of the amount allotted being
issued to Applicants.
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SECTION D - RISKS

Holding of a Secured Bond involves certain risks. Prospective investors should carefully
consider, with their own independent financial and other professional advisors, the following
risk factors and other investment considerations as well as all the other information contained
in the Company Admission Document before deciding to acquire the Secured Bonds.
Prospective investors are warned that by investing in the Secured Bonds they may be exposing
themselves to significant risks that may have the consequence of losing a substantial part or
all of their investment.

The Company Admission Document contains statements that are, or may be deemed to be,
“forward-looking statements”, which relate to matters that are not historical facts and which
may involve projections of future circumstances. These forward-looking statements are
subject to a number of risks, uncertainties and assumptions and important factors that could
cause actual risks to differ materially from the expectations of the Issuer’s and Guarantor’s
respective directors. No assurance is given that the future results or expectations will be
achieved.

The Secured Bonds are open for subscription to all categories of investors, provided that
Authorised Intermediaries shall be required to carry out an Appropriateness Test in respect of
each Applicant for the purpose of assessing such Applicant's level of knowledge and
experience prior to investing in the Secured Bonds. Applications shall not be accepted by the
Authorised Intermediary unless, based on the results of such Appropriateness Test, the
Authorised Intermediary is satisfied that an investment in the Secured Bonds may be
considered appropriate for the Applicant. In so far as prospective investors seek advice from
Authorised Intermediaries concerning an investment in the Secured Bonds, Authorised
Intermediaries are to determine the suitability of prospective investors’ investment in the
Bonds in the light of said prospective investors’ own circumstances. The Secured Bonds may
not be a suitable investment for all investors. In particular, Authorised Intermediaries should
determine whether each prospective investor: (i) has sufficient knowledge and experience to
make a meaningful evaluation of the Secured Bonds, the merits and risks of investing in the
Secured Bonds and the information contained or incorporated by reference in the Company
Admission Document or any applicable supplement; (ii) has access to, and knowledge of,
appropriate analytical tools to evaluate, in the context of his/her/its particular financial
situation, an investment in the Secured Bonds and the impact the Secured Bonds will have on
his/het/its overall investment portfolio; (iii) has sufficient financial resources and liquidity to
bear all the risks of an investment in the Bonds, including where the currency for principal or
interest payments is different from the prospective investor’s currency; (iv) understands
thoroughly the terms of the Secured Bonds and is familiar with the behaviour of any relevant
indices and financial markets; and (v) is able to evaluate possible scenarios for economic,
interest rate and other factors that may affect his/her/its investment and his/her/its ability to
bear the applicable risks.

Below is a summary of the principal risks associated with the Secured Bonds of the Company
(refer to section 3 for further detail) — there may be other risks which are not mentioned in this
Summary and/or in this Company Admission Document. Investors are therefore urged to
consult their own financial or other professional advisors with respect to the suitability of
investing in the Secured Bonds.

D1 Risks relating specifically to the Issuer

i.  The Issuer has the function of acting as a finance company, with its main purpose
being that of financing the funding requirements of the Guarantor, and as such, its
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ii.

iii.

D.2

i.

ii.

iii.

iv.

assets consist of the loans to be issued to the Guarantor, as mentioned hereinafter in
section E.1. Consequently, the Issuer is entirely dependent on receipt of interest and
loan repayments from the Guarantor.

The FES Group is ultimately owned by Mr Christopher Vella and Dr Reuben Debono,
in equal proportions. Accordingly, the ultimate owners of the FES Group, who are also
Executive Directors of the Issuer and the Guarantor, exercise effective control over the
Issuer. These individuals are considered important to the success of the Group and the
Issuer and the unexpected loss of any of these persons or a dilution in their influence
over the Group and/or Issuer and their business could have an adverse effect on the
Issuer. There can be no assurance that such individuals will not at any time during the
term of the Bonds dispose of any interest, direct or indirect, in the Issuer or the FES
Group.

This Company Admission Document features projected revenues of the FES Group.
Forecasts are inherently subject to the risks of adverse unexpected events which may
affect the revenue streams and profitability of the FES Group or the Issuer. The
forecasts set out in this Company Admission Document are dependent on a number of
assumptions and future expectations that may or may not occur. The non-occurrence
of those future expectations could have material adverse effects on the financial
position and results of the FES Group and the Issuer.

Risks relating to the FES Group: the Group and its business

The Group’s assets and operations will all be situated in Malta. Accordingly, the
Group is generally exposed to the economic and political conditions prevalent in
Malta, thereby rendering the Group’s operations overly exposed to the social, political
and economic stability in Malta, which, in the event of downward trend could have a
material adverse impact on the operations of the Group and the value of its assets.
Such over-exposure to the Maltese market could render investment in the Group
riskier than investments in more geographically diversified operations.

To varying degrees, the Group shall be reliant upon technologies and operating
systems (including IT systems) developed by third parties for the running of its
business, and shall be exposed to the risk of failures in such systems. Disruption to
those technologies or systems and/or lack of resilience in operational availability
could adversely affect the efficiency of the Group’s business, financial condition
and/or operating performance.

The Group is dependent on its key personnel and employees and the loss of such
persons, or difficulties in attracting new employees, may impact the Group’s business
and ability to implement current and future strategies;

All industries are subject to legal claims, with and without merit. Defence and
settlement costs can be substantial, even with respect to claims that have no merit.
Due to the inherent uncertainty of the litigation and dispute resolution process, there
can be no assurance that the resolution of any particular legal proceeding or dispute
will not have a material adverse effect on the FES Group’s future cash flow, results of
operations or financial condition.

The Group shall seek to take out a third party liability and a property insurance policy
over the Boutique Hotels and their operations and shall seek to ensure that the
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insurance is maintained at appropriate levels in light of the cost of cover and the risk
profiles of its business in which the FES Group shall operate. Recovering losses from
insurers may be difficult and time-consuming, and the Group may be unable to recover
the full loss incurred. No assurance can be given that the FES Group’s insurance
coverage will be sufficient to cover all potential losses, regardless of the cause, nor can
any assurance be given that an appropriate coverage would always be available at
acceptable commercial rates.

The Group may not be able to execute its long-term business strategy, which aims to
set up its presence in the hotel industry. There is no assurance that the Group will
drive growth and profitability, to the extent desired, through its focus on sales and
continuous improvement. The Group’s growth projections may, in practice, and
potentially for reasons over which it has little or no control, be considerably slower or
quicker than anticipated, disrupting the Group’s envisioned strategy and the results of
its operations.

vii. A portion of the FES Group’s costs are fixed and operating results are vulnerable to

short-term changes in its revenue.

viii. Itis the intention of the FES Group to finance the Bond repayments due at

ix.

xi.

xii.

Redemption Date through the Sinking Fund money and bank financing and/or a
roll-over of the Bond. Consequently, the FES Group may not be able to secure
sufficient financing at Redemption Date and no assurance can be given that
sufficient financing will be available on commercially reasonable terms. Any
weakness in the capital markets may limit the Group’s ability to raise capital at
Redemption Date. Failure to obtain, or delays in obtaining, the capital required may
limit the FES Group’s ability to redeem the Bond and could adversely affect its
business, financial condition and prospects.

The Group is dependent on the Operator and Manager of the Boutique Hotels and the
interruption of any of these relationships may impact the Group’s business and ability
to implement current and future strategies;

The FES Group will have a material amount of debt following the Bond Issue and may
incur additional debt in connection with its future growth. The FES Group’s
indebtedness could adversely affect its financial position as well as its ability to raise
further finance in future.

The Group may be exposed to the risks associated with the effects of fluctuations in
the prevailing levels of the market interest rates on its financing position and cash
flows.

As with any business, the FES Group is at risk in relation to changes in laws and
regulations and timing and effects of changes in the laws and regulations to which it is
subject, including changes in the interpretation thereof which cannot be predicted. No
assurance can be given as to the impact of any possible judicial decision or change in
law or administrative practice after the date of the Company Admission Document
upon the business and operations of FES Group.

xiii. Failure to protect customers’ confidential and/or personal information could

significantly impact the FES Group’s reputation and expose the FES Group to

litigation and/or penalties.
24



D.J3

ii.

ii.

Risks relating to the FES Group: the hospitality industry

As set out in section 6.2.3 of this Company Admission Document, the proceeds of the
Bond will be used to acquire and further develop the Gzira boutique hotel, as well as
develop a plot in St. Julian’s into a boutique hotel. Although the FES Group has no
history in operating boutique hotels, the Group has appointed Casa Boutiques Ltd and
Polymath & Boffin Limited to operate and manage the Gzira boutique hotel. It is the
intention of the FES Group to appoint Casa Boutiques Ltd and Polymath & Boffin
Limited to also operate and manage the St. Julian’s boutique hotel. Should the
operation be unprofitable this could have a material adverse effect on its business,
results of operations and financial condition.

The Gzira boutique hotel shall be operated by Casa Boutiques Ltd and managed by
Polymath & Boffin Limited pursuant to a three-year agreement (which can be renewed
by a further three years) and a ten-year agreement entered into respectively with FES
Projects Limited. It is the intention of the FES Group to appoint Casa Boutiques Ltd
and Polymath & Boffin Limited to also operate and manage the St. Julian’s boutique
hotel. The long-term success of FES Group’s operations depends, to a significant
extent, on: (i) the ability of the Operator and Manager to identify and react to new
hospitality industry trends; (ii) the ability of the Operator and Manager to develop
marketing strategies to establish a reputation for the Group; (iii) the ability of the
Operator and Manager to meet their targets; (iii) the continued relationship between
the Group and the Operator and Manager respectively; and (iv) the continued success
of both the Operator and Manager. There is no guarantee that such conditions will be
met, and that the agreements will not be terminated early or that they will be renewed
following expiration.

The Group’s hospitality operations are subject to external factors that could adversely
affect its business, many of which are beyond the Group’s control, including:

o changes in travel patterns and cutbacks on Malta-bound airline routes;
. changes in laws and regulations on freedom of movement, employment, the

preparation and sale of foods and beverages, health and safety, environmental
concerns, fiscal policies, zoning and development, and related costs of
compliance;

. the impact of increased threats of terrorism, impediments to means of

transportation, extreme weather conditions, natural disasters, travel-related
accidents, and outbreaks of health concerns; and

. increases in operating costs due to inflation, employment costs and healthcare-

related costs, utility costs, increased taxes and insurance costs.

These factors may adversely impact room rates and occupancy levels at the Group’s
boutique hotels or reduce its revenue, which could have a material adverse effect on
the Group’s financial condition and results of operations.

Furthermore, the success of FES Group’s hospitality operations is dependent on the
preferences of customers and its ability to swiftly identify and capitalise on emerging
consumer trends. If the Group were to be unable to do so, it could experience reduced
rates and occupancy levels, which could have a material adverse effect on the Group’s
operational results.
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iv.

D.4

The Group’s hospitality operations are susceptible to increasing competition, which
may negatively impact the Group’s sales revenue and profitability in the hospitality
sector. In addition, many of the Group’s current and potential competitors may have
greater name recognition, a larger customer base and more resources than the Group.
A decline in the competitive strength of the Group could adversely affect the Group’s
results of operations. In particular, FES Group may be compelled, by the strength of
its competitors that are able to supply services at lower prices, to reduce its own prices.
The ability of the Group to maintain or increase its profitability will be dependent on
its ability to offset such decreases in the prices and margins of its accommodation and
services.

As set out in section 6.2.3.2, the St. Julian’s site will be held by title of temporary
emphyteusis. This emphyteutical grant is due to expire within 49 years from the
signing of the public deed establishing the emphyteutical grant, but may be
terminated following expiration of the first 35 years by either party. There is no
guarantee that the Group will be able to renew the emphyteutical grant on
commercially acceptable terms upon its expiry, and if the Group is unable to do so, the
potential loss of the St. Julian’s boutique hotel could have an adverse effect on the
Group’s profits.

The FES Group is subject to various laws and regulations affecting its business.
Operating boutique hotels is subject to licensing and regulation by a number of
governmental authorities as well as local/international standards, which may include
alcoholic beverage control, smoking laws, health and safety measures, disability access
requirements and fire safety requirements. Difficulties in obtaining or maintaining the
required licences or approvals or local/international standards, or the loss thereof,
could adversely affect FES Group’s business and results of its operations. Various
bodies also have the power to conduct inspections of, and possibly close down the
boutique hotels if it fails to comply with the relevant laws, regulations and or
standards. No assurance can be given that claims based on these laws will not be
brought against FES Group in the future, which in turn could have a material adverse
effect on its business and profitability.

Risks relating to the FES Group: property development

At the date of this Company Admission Document, the application for permits to
convert existing space situated at the top floor of the Gzira boutique hotel into hotel
rooms, develop the adjacent property as an extension to the existing room stock, as
well as convert the lower floors of the property into catering establishments have not
yet been submitted to the Planning Authority and/or approved. Furthermore, the third
party appeal (PAB/00167/18) against approval of PA/03805/17 on the St. Julian’s
boutique hotel is still pending. Although the FES Group can still operate the Gzira
boutique hotel as a 28-room guest house in its existing form should the permits not be
obtained, the operation of the St. Julian’s boutique hotel is subject to the appeal being
denied by the Environment Planning Review Tribunal, and that following such
rejection, the appellant does not successfully seek further redress as afforded by law.
There can be no certainty that any given application/appeal will result in planning
consent being granted, or, that if granted, will not be so granted on unduly onerous
terms. Consequently, should the necessary approvals and permits not be obtained for
whatever reason the FES Group will not be in a position to operate the Gzira boutique
hotel as a 56-room hotel and/or operate the St. Julian’s boutique hotel, according to
the Group’s projections.
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ii.

iii.

vi.

In the event that the abovementioned permit in relation to the St. Julian’s property is
not obtained, the Issuer shall convene a Bondholders’ meeting in line with section
22.15.1 and shall also update its financial projections and make a company
announcement to that effect.

At the date of this Company Admission Document, the terms of the acquisition of the
Gzira boutique hotel and emphyteutical grant of the St. Julian’s boutique hotel are set
out in two preliminary agreements and therefore the acquisitions are subject to the
successful conclusion of the final deed of sale and the signing of the deed establishing
the emphyteutical grant respectively. Should the seller of the Gzira boutique hotel
and/or St. Julian’s boutique hotel and/or the Guarantor fail to appear on the final
deed of sale/concession agreement for whatever reason including but not limited to
the non-fulfilment of the conditions to which completion is subject, the Guarantor will
not be in a position to manage and operate the Gzira boutique hotel and/or St. Julian’s
boutique hotel and benefit from the revenue generated from the operation of such
boutique hotels.

It should be noted that the finalisation of the emphyteutical grant of the St. Julian’s
boutique hotel is subject to the successful completion of certain conditions which do
not depend on the FES Group and are out of the FES Group’s control, such as the
condition that the other party manages to successfully acquire the property from the
present third party owner with which the former has concluded a promise of sale
agreement.

The Group plans to initiate development of the Boutique Hotels upon receipt of the
Bond proceeds. Consequently, the Group will be subject to a number of specific risks
normally encountered in similar developments, including: the risk of delays in
obtaining the necessary planning permissions; the risk of cost overruns; and the risk of
insufficiency of resources risk of licensing transactions not being effected at the prices
and timeframes envisaged, higher interest costs, erosion of revenue generation, risk of
suspension of works from any applicable authority or administrative body, and the
possibility of legal disputes. If these risks were to materialise, they could have an
adverse and material effect on the FES Group’s financial condition and the results of
its operations.

Laws and regulations impose liability for the presence of certain materials or
substances or the release thereof from a real estate development. The Group may
become liable for the costs of removal, investigation or remediation of any such
substances. Moreover, any activity FES Group undertakes to carry out in the property
development sector will be subject to extensive regulations and policies. Non-
compliance therewith may adversely affect the Group.

There are inherent risks to health and safety arising from the nature of property
development projects, which require a developer to adopt a rigorous health and safety
programme. Any failure in health and safety performance may result in penalties for
noncompliance with the law. A failure which results in a significant health and safety
incident may be costly in terms of potential liabilities and generate adverse publicity,
thereby having a negative impact on the Group’s reputation.

vii. The Group may incur significant costs in connection with the assessment of potential

property investment opportunities (such as costs associated with property surveys and
valuation reports). If a proposed real estate investment were not to proceed to
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completion after such costs have been incurred, the Group will be unable to recoup
same from that investment, which could negatively impact profitability.

Risks relating to the FES Group: property investment

i.

ii.

D.3

Properties such as those in which the Group has invested and may in the future invest
are relatively illiquid. Planning regulations may reduce the pool of potential
purchasers of such properties. Furthermore, such illiquidity may affect the Group’s
ability to vary, dispose or liquidate part of, its portfolio in a timely fashion and for
satisfactory prices in accordance with its strategy or in response to changes in
economic and, or real estate market conditions. This could have an adverse effect on
the results of the Group’s operations.

The valuation of property is intrinsically subjective. Factors such as regulatory
requirements and consumer spending power may influence valuations. As a result, the

net realisable value of the Group’s property may decline after purchase.

Essential information on the key risks specific to the Secured Bonds

An investment in the Secured Bonds involves certain risks, including those set out below in

this section. In deciding whether to make an investment in the Secured Bonds, prospective

investors are advised to carefully consider, with their own independent financial and other

(including tax, legal and regulatory) professional advisors, the following risk factors (not listed

in order of priority) and other investment considerations, together with all the other

information contained in the Company Admission Document:

i.

ii.

iii.

iv.

Prior to the Bond Issue, there has been no public market nor trading record of the
Secured Bonds within or outside Malta. Due to the absence of any prior market for the
Secured Bonds, there can be no assurance that the Bond Issue Price will correspond to
the price at which the Secured Bonds will trade in the market subsequent to the Bond
Issue.

Only upon successful admission, may the Secured Bonds be traded on Prospects MTF
but will NOT be traded on any regulated market. Hence, the market for the Secured
Bonds may be less liquid than a regulated market and a Bondholder may find it more
difficult to identify willing buyers for their Secured Bonds. The existence of an orderly
and liquid market depends on a number of factors that may not necessarily subsist.
Accordingly, there can be no assurance that an active secondary market for the Bonds
will develop, or if it develops, that it will continue. Furthermore, there can be no
assurance that an investor will be able to sell or otherwise trade in the Secured Bonds
at all.

Investment in the Secured Bonds involves the risk that subsequent changes in market
interest rates may adversely affect the value of the Secured Bonds.

A Bondholder will bear the risk of any fluctuations in exchange rates between the
currency of denomination of the Secured Bonds (€) and the investor's currency of
reference, if different.

No prediction can be made about the effect which any future public offerings of the
Issuer's securities, or any takeover or merger activity involving the Issuer, will have on
the market price of the Secured Bonds prevailing from time to time.
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vi. The Issuer is entitled to issue Secured Bonds bearing a fixed rate of interest.
Investment in such fixed rate Secured Bonds involves the risk that subsequent
changes in market interest rates may adversely affect the market value of the said
Secured Bonds. Investors should also be aware that the price of the fixed rate bonds
moves adversely to changes in interest rates.

vii. The value of investments can go up or down and past performance is not necessarily
indicative of future performance. The nominal value of the Secured Bonds will be
repayable in full upon maturity on the Redemption Date unless the Secured Bonds
are previously re-purchased and/or cancelled.

viii. Application has been made to the MSE for the Secured Bonds to be admitted and
traded on Prospects MTF. Prospects MTF is a market regulated as a multilateral
trading facility and operated by the MSE and provides a venue for SMEs to float
their securities. Consequently, this market is designed primarily for companies to
which a higher risk than that associated with established companies tends to be
attached. A prospective investor should be aware of the potential risks in investing in
such companies and should make the decision to invest only after careful
consideration and consultation with his or her own independent financial advisor.

ix. Even after the Secured Bonds are admitted to trading on Prospects MTF, the Issuer is
required to remain in compliance with certain requirements relating, inter alia, to the
free transferability, clearance and settlement of the Secured Bonds in order to remain
eligible to trade on Prospects MTF in terms of the Prospects MTF Rules issued by the
Exchange as amended from time to time. Moreover, the MSE has the authority to
suspend trading of the Secured Bonds if, inter alia, it comes to believe that such a
suspension is required for the protection of investors or the integrity or reputation of
the market. The MSE may discontinue the trading of the Secured Bonds on Prospects
MTF. Any such trading suspension or discontinuance of admission could have a
material adverse effect on the liquidity and value of the Secured Bonds.

x. The Secured Bonds, as and when issued and allotted, shall constitute the general,
direct, and unconditional obligations of the Issuer and shall be guaranteed in respect
of both the interest due and the principal amount under said Secured Bonds by the
Guarantor. The Secured Bonds shall at all times rank pari passu without any priority or
preference among themselves. The Secured Bonds shall be secured by the Collateral
and accordingly shall rank with priority or preference with respect to the Security
Property. Notwithstanding that the Bonds constitute the general, direct,
unconditional and secured obligations of the Company, as guaranteed by the
Guarantor, they may rank after causes of preference which may arise by operation of
law. There can be no guarantee that privileges accorded by law in specific situations
will not arise during the course of the business of each of the Company and the
Guarantor which may rank with priority or preference over the Collateral.

In view of the fact that the Secured Bonds are being guaranteed by the Guarantor on a
joint and several basis, the Security Trustee, for the benefit of the Bondholders, shall
be entitled to request the Guarantor to pay both the interest due and the principal
amount under said Secured Bonds if the Issuer fails to meet any amount when due in
terms of the Company Admission Document.

The joint and several Guarantee also entitles the Security Trustee to take action
against the Guarantor without having to first take action against the Issuer. The

strength of this undertaking on the part of the Guarantor and, therefore, the level of
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xi.

recoverability by the Security Trustee from the Guarantor of any amounts due under
any of the Secured Bonds, is dependent upon and directly linked to the financial
position and solvency of the Guarantor.

The Guarantee is further supported by the Collateral that is to be granted over the
Security Property. In terms of the Security Trust Deed, the Security Trustee resetves
the right to demand to the Issuer that additional or alternative immovable (and
unencumbered) property owned by the Group from time to time be given as security
in addition to and/or in place of the Security Property, should at any given time the
value of the Security Property be reported, pursuant to an independent architect’s
valuation report, to be lower than the nominal value of outstanding Bonds in issue plus
interest yet to accrue until the Redemption Date. In such case, the Issuer shall
identify, at its discretion, which of the unencumbered property forming part of the
Group’s portfolio as at the date thereof, if any, would replace or be added to the
existing Security Property for the purposes of securing the Bonds, and procure that the
Group takes such steps as may be necessary for such unencumbered property to
replace or be added to the existing Security Property. In the event that, upon such
request being made by the Security Trustee, the Group’s property portfolio does not
comprise any immovable property which is unencumbered, the Issuer shall procure
that the Group shall either: provide a cash guarantee in favour of the Security Trustee
sufficient to cover the difference between the nominal value of outstanding Bonds in
issue (plus interest yet to accrue until the Redemption Date) and the revised value of
the Security Property as set out in the abovementioned independent architect’s
valuation report; or take such steps as may be necessary to free any one or more of the
immovable properties in its property portfolio from any existing encumbrances, and
grant a first ranking special hypothec thereon in favour of the Security Trustee for the
purpose of securing the Bonds. Whilst the Collateral grants the Security Trustee a
right of preference and priority for repayment over the Security Property, there can be
no guarantee that the value of the Security Property over the term of the Secured Bond
will be sufficient to cover the full amount of the principal outstanding under the
Bonds. This may be caused by a number of factors not least of which, general
economic factors that could have an adverse impact on the value of the Security
Property. If such circumstances where to arise or subsist at the time that the Collateral
is to be enforced by the Trustee, it could have a material adverse effect on the
recoverability of all the amounts that may be outstanding under the Secured Bonds.

It should be further noted that in terms of the Security Trust Deed, the Group retains
the right to substitute any of the Security Property with another immovable (and
unencumbered) property which it owns or may in future own, subject: (i) to an
independent architect’s valuation report confirming that the value of the immovable
property added as a Security Property is at least equal to the value of the immovable
property removed as a Security Property, or otherwise sufficient to ensure that the
value of the aggregate Security Property remains equal to or in excess of the nominal
value of outstanding Bonds in issue; and (ii) to obtaining the Issuer’s and Security
Trustee’s prior consent and the prior written consent of the Exchange until such time
as the Bonds are admitted on Prospects MTF or any of its markets.

The issue and allotment of the Secured Bonds is conditional upon: (i) the Secured
Bonds being admitted to the Prospects MTF List; (ii) on the Collateral being
constituted in favour of the Security Trustee; and (iii) the pledge over the Insurance
Policy having been duly constituted. In the event that either of the aforesaid
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conditions is not satisfied, the Security Trustee shall return the Bond Issue proceeds to
Bondholders.

xii. The Issuer has not sought, nor does it intend to seek, the credit rating of an
independent rating agency and there has been no assessment by any independent
rating agency of the Secured Bonds.

xiii. By acquiring the Bonds, the Bondholder is considered to be bound by the terms of
the Trust Deed as if he had been a party to it. The Trust Deed contains a number of
provisions, which prospective investors ought to be aware of prior to acquiring the
Bonds. For instance, in terms of the Trust Instrument:

a) the Security Trustee shall not be liable to the Issuer or any of the Bondholders, as
the case may be, for any loss or expense attributable to any action taken or
omitted to be taken by the Security Trustee, or any person appointed by the
Security Trustee under or in connection with this Security Trust Deed or the
Bonds, as the case may be, unless the loss or expense is shown to have been
caused by the negligence, wilful misconduct, or fraud of the Security Trustee or
the person appointed by the Security Trustee; and the Issuer and/or Bondholders
shall not make any claims against the Security Trustee or against any person
appointed by the Security Trustee in respect of such loss or expense unless he is
shown to have acted with such negligence, wilful misconduct, or fraud.;

b) the Security Trustee shall be indemnified against all liabilities incurred by it in the
performance or execution of its functions under this Security Trust Deed, whether
such liabilities have arisen as a result of any act, omission or judgment exercised
by the Security Trustee, provided that the Security Trustee shall not be entitled to
be indemnified for any breach of this Security Trust Deed wilfully caused or
caused by the negligence, wilful misconduct or fraud on the part of the Security
Trustee;

c) the Security Trustee is not bound to declare the Bonds to have become
immediately due and repayable in the case of an event of default, described in
section 22.12 of this Admission Document, unless requested to do so by a
resolution passed by Bondholders holding not less than sixty per centum (60%) in
nominal value of the Bonds then outstanding at a meeting of the Bondholders
and/or of the Corporate Advisor appointed under the Prospects MTF Rules and
acting in its duty of care to the Exchange, the market and the Bondholders; and

d) the Security Trustee may pay itself out of the trust fund all sums owing to it in
respect of the remuneration costs, charges, expenses or interest or by virtue of any
indemnity from the Company to which it is entitled under the Trust Deed or by
law or by virtue of any release or indemnity granted to it and all such sums as
aforesaid shall be so retained and paid in priority to the claims of the Bondholders
and shall constitute an additional charge upon the property charged with the
Collateral.

xiv. In the event that the Issuer wishes to amend any of the Terms and Conditions of the
issue of the Secured Bonds it shall call a meeting of Bondholders in accordance with
the provisions of section 22.15 of the Company Admission Document with the prior
written approval of the Exchange until such time as the Bonds remain admitted on
Prospects MTF or any of its markets. These provisions permit defined majorities to
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bind all Bondholders, including Bondholders who do not attend and vote at the
relevant meeting and Bondholders who vote in a manner contrary to the majority.

xv. The Secured Bonds and the Terms and Conditions of the Bond Issue are based on the
requirements of the Prospects MTF Rules, the Companies Act and applicable
regulations in effect as at the date of the Company Admission Document. No
assurance can be given as to the impact of any possible judicial decision or change in
law or administrative practice after the date of the Company Admission Document.

xvi. The funds or assets constituting the Sinking Fund (as described in section 22.23 of
this Company Admission Document) shall be managed by the Issuer and
administered by the Board of Directors in line with the treasury management policy
as outlined by company announcement on the market for such time as the Bonds
remain admitted on Prospects MTF. In accordance with section 302 of the Act, in the
event of winding up of the Issuer with insufficient assets to meet its liabilities, the
right of secured and unsecured creditors and the priority and ranking of their debts
shall be regulated by the law for the time being in force.

SECTION E - SECURITIES
E.1 TUSE OF PROCEEDS

The proceeds from the Bond Issue, which net of issue expenses are expected to amount to
approximately €4,898,000, will be used by the Issuer for the following purposes in the
following order of priority, and should the amount not be utilised in full, such additional
proceeds will be used for the following purposes:

A. a maximum amount of €3,320,000 of the proceeds from the Secured Bonds will be
advanced under title of loan to the Guarantor to acquire the Gzira boutique hotel.
€2,650,000 are due as consideration for the acquisition of the property; €500,000 are
due as consideration for the movables being acquired together with the immovable;
and the remaining €170,000 shall be utilized in order to cover transaction costs. Until
such time the said payment becomes legally due, the proceeds shall be held on escrow
by the Escrow Agent;

B. a maximum amount of €467,000 of the proceeds from the Secured Bonds will be
advanced under title of loan to the Guarantor to convert/develop the Gzira boutique
hotel. Until such time the said payment becomes legally due, the proceeds shall be held
on escrow by the Escrow Agent;

C. a maximum amount of €1,111,000 of the proceeds from the Secured Bonds will be
advanced under title of loan to the Guarantor to acquire the St. Julian’s site by means
of an emphyteutical grant and to develop same into a boutique hotel. Until such time
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the said payment becomes legally due, the proceeds shall be held on escrow by the
Escrow Agent;

D. any remaining balance of the net Bond Issue proceeds will be advanced under title of
loan to the Guarantor and will be used for general corporate funding purposes.

All proceeds from the Bond Issue shall be held by the Escrow Agent and released in
accordance with the above and the Escrow Agreement.

In accordance with the Escrow Agreement, in the event that any of the disbursements
contemplated above are not disbursed by the end of the term of the Bonds, the Escrow Agent
shall cease to hold the balance of the Bond Issue proceeds on escrow and shall surrender and
refund the same to the Issuer at the expiration of the said term of the Bonds, when the
outstanding Bonds are due for redemption, so that the aforementioned Bond Issue proceeds
are utilised for effecting the appropriate redemption in accordance with this Company
Admission Document.

The issue and allotment of the Secured Bonds is conditional upon: (i) the Secured Bonds being
admitted to the Prospects MTT List; (ii) the first special hypothec forming part of the Collateral
being constituted in favour of the Security Trustee in accordance with the provisions of the
Security Trust Deed; and (iii) the pledge over the Insurance Policy having been duly
constituted. Subject to admission on Prospects MTT, the Issuer shall make a prompt
announcement on the same day registration of the said first special hypothec and pledge over
the Insurance Policy. In this respect and with reference to the amounts to be utilised for the
purposes of acquiring the aforementioned immovable property not yet owned by the Group,
the Bond proceeds shall only be released in accordance with this Company Admission
Document.

In the event that either of the aforesaid conditions is not satisfied, the Escrow Agent shall
return Bond Issue proceeds to the Bondholders.

E.2

Subject to the terms of the offer being made pursuant to this Company Admission Document
(refer to Company Admission Document Part II), the Bonds are open for subscription by
Authorised Intermediaries through an Intermediaries’ Offer. The total amount of the Secured
Bonds is being reserved for subscription by Authorised Intermediaries participating in the
Intermediaries’ Offer. In this regard, the Issuer may enter into conditional subscription
agreements with a number of Authorised Intermediaries for the subscription of Secured Bonds,
whereby it will bind itself to allocate the Secured Bonds thereto up to the total amount of €5.0
million as aforesaid during the Intermediaries” Offer.

In terms of each subscription agreement entered into with an Authorised Intermediary, the
Issuer will be conditionally bound to issue, and each Authorised Intermediary will conditionally
bind itself to subscribe for, a number of Secured Bonds as indicated therein, without prejudice
to the terms of the offer being made pursuant to this Company Admission Document, and
subject to the Secured Bonds being admitted to trading on the Prospects MTF and the
Collateral being constituted in favour of the Security Trustee. Authorised Intermediaries
subscribing for Secured Bonds may do so for their own account or for the account of
underlying customers, including retail customers, and shall, in addition, be entitled to distribute
any portion of the Secured Bonds subscribed for upon commencement of trading.

Applications for subscriptions to the Secured Bonds may be made through the Placement

Agent, Manager and Registrar during the Issue Period on a first-come-first-served basis. The
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Issue Period shall close immediately upon attaining full subscription or on the last day of the
Issue Period, whichever is the earliest. It is expected that notification of allotment will be
announced to Bondholders within five (5) Business Days from the closing of the Issue Period.

The following is a synopsis of the general Terms and Conditions applicable to the Secured
Bonds. A Bondholder is deemed to have invested only after having received, read and
understood the contents of the Company Admission Document, including the full terms and
conditions contained therein and in the annexes theteto:

1. Form, Denomination and Title

The Secured Bonds will be issued in fully registered form in denominations of any integral
multiple of €100 provided that on subscription the Bonds will be issued for a minimum of
€5,000 per individual Bondholder. Authorised Intermediaries subscribing to the Bonds through
nominee accounts for and on behalf of clients shall apply the minimum subscription amount of
€5,000 to each underlying client.

2. Redemption and purchase

Unless previously purchased and cancelled, the Issuer hereby irrevocably covenants in favour
of each Bondholder that the Secured Bonds will be redeemed at their nominal value (together
with interest accrued to the date fixed for redemption) on 18 March 2029. Subject to the
provisions of this paragraph, the Issuer may at any time purchase Secured Bonds in the open
market or otherwise at any price. Any purchase by tender shall be made available to all
Bondholders alike. All Secured Bonds so purchased will be cancelled forthwith and may not be
re-issued or re-sold.

3. Payments

Payment of the principal amount of the Secured Bonds will be made within 7 days of the
Redemption Date in Euro by the Issuer to the person in whose name such Secured Bonds are
registered, with interest accrued up to the Redemption Date, by means of direct credit transfer
into such bank account as the Bondholder may designate from time to time, provided such
bank account is denominated in Euro. Payment of Interest on a Secured Bond will be made to
the person in whose name such Secured Bond is registered at the close of business 15 days
ptior to the Interest Payment Date, by means of a direct credit transfer into such bank account
as the Bondholder may designate, from time to time. Such payment shall be effected within 7
days of the Interest Payment Date.

4. Interest and Yield

The Secured Bonds shall bear interest at the rate of 5% per annum payable annually on 18
March of each year. Interest shall accrue as from 19 March 2019. The first Interest Payment
Date following the issuance of this Company Admission Document shall be 18 March 2020.
Any Interest Payment Date which falls on a day other than a Business Day will be carried over
to the next following day that is a Business Day.

The gross yield calculated on the basis of the interest, the Bond Issue Price and the redemption
value of the Secured Bonds at Redemption Date, is 5%
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5. Status of the Secured Bonds and Security

The Secured Bonds shall constitute the general, direct and unconditional obligations of the
Issuer, guaranteed by the Guarantor and shall at all times rank pari passu, without any priority or
preference among themselves. The Secured Bonds shall rank with priority or preference with
respect to the Security Property, save for such exceptions as may be provided by applicable law.
The payment of the principal under the Bonds and interest thereon shall be secured by a first
special hypothec over the Security Property which the Guarantor (in the event that the Gzira
boutique hotel is acquired directly) has agreed to constitute in favour of the Security Trustee for
the benefit of Bondholders.. Also, the Secured Bonds shall be guaranteed, in respect of both
the interest and the principal amount due, by the Guarantor in terms of the Guarantee.

6. Events of Default

Pursuant to the Trust Deed, the Security Trustee may in its absolute and unfettered discretion,
and shall upon the request in writing of not less than 60% in value of the Bondholders qua
primaty beneficiaties and/or of the Corporate Advisor appointed under the Prospects MTF
Rules and acting in its duty of care to the Exchange, the market and the Bondholders, by notice
in writing to the Issuer and the Guarantor declare the Secured Bonds to have become
immediately due and repayable at their principal amount, together with any accrued interest,
upon the happening of the events of default set out in Section 22.12.

7. Transferability of the Secured Bonds

The Secured Bonds are freely transferable and once admitted to the Prospects MTF, shall be
transferable only in whole (in multiples of €100) in accordance with the rules and regulations of
Prospects MTF and the MSE applicable from time to time. If the Secured Bonds are
transferred in part, such an attempted partial transfer will not be cleared and the transferee
thereof will not be registered as a Bondholder or become entitled to claim from the Issuer any
purported benefit therefrom.

8. Register of Bondholders

Certificates will not be delivered to Bondholders in respect of the Secured Bonds in virtue of
the fact that the entitlement to Secured Bonds will be represented in an uncertificated form by
the appropriate entry in the electronic register maintained on behalf of the Issuer by the CSD.
There will be entered in such electronic register the names, addresses, identity card numbers,
registration numbers, LEI and MSE account numbers of the Bondholders and particulars of
the Secured Bonds held by them respectively, and the Bondholders shall have, at all reasonable
times during business hours, access to the register of Bondholders held at the CSD for the
purpose of inspecting information held on their respective account according to the applicable
terms and conditions.

9. Further Issues

The Issuer may, from time to time, without the consent of the Bondholders, create and issue
further debentures, debenture stock, bonds, loan notes, or any other debt securities, either
having the same terms and conditions as any outstanding debt securities of any series (including
the Secured Bonds) and so that such further issue shall be consolidated and form a single series
with the outstanding debt securities of the relevant series (including the Secured Bonds), or
upon such terms as the Issuer may determine at the time of their issue, provided that no issue
may be made that would rank prior to the Secured Bonds in respect of the Collateral.
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10. Meetings of Bondholders

The Terms and Conditions of the Secured Bonds may be amended or waived with the approval
of the Bondholders at a meeting called for that purpose by the Issuer through the Security
Trustee subject to the prior written consent of the Exchange until such time as the Bonds
remain admitted on Prospects MTF or any of its markets.

11. Governing Law and Jurisdiction

The Secured Bonds have been created, and the Bond Issue relating thereto is being made, in
accordance with the Companies Act. The Secured Bonds, and all contractual arrangements
arising therefrom, shall be governed by and shall be construed in accordance with Maltese law.
Any legal action, suit or proceedings against the Issuer and/or the Guarantor atising out of or
in connection with the Secured Bonds and/or the Company Admission Document shall be
brought exclusively before Maltese courts and the Bondholder shall be deemed to acknowledge
that it is submitting to the exclusive jurisdiction of such courts.

12 Sinking Fund

The Issuer undertakes that as from the financial year ending 31 December 2024 it shall, over a
period of five years, build a Sinking Fund the value of which will by the Redemption Date be
equivalent to 50% of the value of the issued Bonds.

The Issuer shall make periodic payments for the purpose of building up the Sinking Fund. The
following table sets out the minimum amounts to be paid by the Issuer for this purpose:

Sinking fund contribution for the years ending 31 December

FY2024 FY2025 FY2026 FY2027 FY2028
Annual contribution 500 500
Cumulative balance 500 1,000 1,500 2,000 2,500

The Sinking Fund shall be administered by the Board. Upon the occurrence of any of the
Events of Default, the Security Trustee, in its capacity as trustee of the FES Trust, shall
promptly take control over the Sinking Fund and the Issuer shall release an immediate
company announcement to that effect.

13. Security Trust
The Bondholders shall have the benefit of the following security:
a) a first special hypothec over the Security Property;
b) a pledge over the Insurance Policy required under clause 5(1) (h) of the Security Trust

Deed; and
c) the Guarantee

The security shall be constituted in favour of the Security Trustee for the benefit of all
Bondholders from time to time registered in the CSD.
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E.3

E4

The Issuer and the Guarantor have entered into a Security Trust Deed with the Security
Trustee which consists of the covenants of the Issuer and the Guarantor to pay the principal
amount under the Secured Bonds on the Redemption Date and interest thereon in terms of the
Company Admission Document and the Guarantee, and to grant all the rights and benefits
under the Security Trust Deed. The Collateral will be vested in the Security Trustee for the
benefit of the Bondholders in proportion to their respective holding of Secured Bonds.

The Security Trustee’s role includes holding of the Collateral for the benefit of the
Bondholders and the enforcement of the said Collateral upon the occurrence of certain events.
The Security Trustee shall have no payment obligations to Bondholders under the Secured
Bonds which remain exclusively the obligations of the Issuer, or, in the case of default by the
Issuer, of the Guarantor.

The Guarantor has agreed to grant the Guarantee in favour of the Security Trustee in its
capacity as trustee for the benefit of Bondholders, as security for the outstanding amount due
to the Bondholders in terms of the Company Admission Document in relation to the Secured
Bonds, together with amounts of interest and charges thereon. The initial Security Trustee is
Manduca Randon & Co Ltd.

The property held under trust shall include the following:

i. 4,6,7 and 8, Ponsomby Street, Gzira, Malta, referred to throughout this document as
the Gzira boutique hotel; a pledge over the Insurance Policy required under clause
5(1) (h) of the Security Trust Deed; and the Guarantee granted by the Guarantor in
relation to the repayment of both Interest and the principal amount due under the
Secured Bonds; and/or

ii. future property, in addition or in substitution to the property described in sub-
paragraph (i) above, which shall be settled into the FES Trust, at any time during the
term of the Trust, but to the extent only as may be allowed under the terms of this
Company Admission Document.

Without prejudice to other powers and discretions of the Security Trustee in terms of the Trust
Deed, the Security Trustee shall have the discretion to enforce the Collateral on its own accord
ot upon receiving notice from the Bondholders and/or of the Corporate Advisor appointed
under the Prospects MTF Rules and acting in its duty of care to the Exchange, the market and
the Bondholders, that any of the Events of Default has occurred in accordance with the
provisions of the Company Admission Document.

The Placement Agent, Manager and Registrar may hold clients’ money on their behalf in a
clients’ accounts.

Save for the subscription for Secured Bonds by the Authorised Intermediaties (which include
the Placement Agent, Manager and Registrar) and any fees payable to Financial Planning
Services Limited as Placement Agent, Manager and Registrar in connection with the Bond
Issue, to the best of the Issuer’s knowledge no person involved in the Issue has an interest
material to the Bond Issue.

Professional fees and costs related to publicity, advertising, printing, registration, selling
commission and other miscellaneous costs incurred in connection with this Bond Issue are
estimated not to exceed €102,000 and shall be borne by the Issuer.
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E.5 2.1.1 Expected Timetable

1. Application Forms Available 6 March 2019

2. Issue Period 6 March 2019 to 18 March
2019

3. Commencement of Interest on Secured Bonds 19 March 2019

4. Expected date of constitution of Security by 9 April 2019

5. Expected date of notification of registration by 12 April 2019

6. Expected date of Admission of the Secured Bonds to 12 April 2019
Prospects MTF

7. Expected date of commencement of trading in the 15 April 2019
Secured Bonds

The Issuer reserves the right to close the offer of the Secured Bonds before the 18 March 2019 at
12:00 CET in the event that the Secured Bonds are fully subscribed prior to the said date and time. In
such an eventuality, the events set out in steps three (3) to seven (7) above shall be brought forward
although the number of working days between the respective events shall not be altered.
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3 RISK FACTORS

AN INVESTMENT IN THE SECURED BONDS INVOLVES CERTAIN RISKS INCLUDING THOSE DESCRIBED
BELOW. PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER WITH THEIR OWN INDEPENDENT
FINANCIAL AND OTHER PROFESSIONAL ADVISORS, THE FOLLOWING RISK FACTORS AND OTHER
INVESTMENT CONSIDERATIONS, AS WELL AS ALL THE OTHER INFORMATION CONTAINED IN THIS
COMPANY ADMISSION DOCUMENT, BEFORE DECIDING TO MAKE ANY INVESTMENT DECISION WITH
RESPECT TO THE ISSUER..

SOME OF THESE RISKS ARE SUBJECT TO CONTINGENCIES WHICH MAY OR MAY NOT OCCUR AND NEITHER
THE ISSUER NOR THE GUARANTOR ARE IN A POSITION TO EXPRESS ANY VIEWS ON THE LIKELIHOOD OF
ANY SUCH CONTINGENCIES OCCURRING.

THE SEQUENCE IN WHICH THE RISKS BELOW ARE LISTED IS NOT INTENDED TO BE INDICATIVE OF ANY
ORDER OF PRIORITY OR OF THE EXTENT OF THEIR CONSEQUENCES.

IF ANY OF THE RISKS DESCRIBED BELOW WERE TO MATERIALISE, THEY COULD HAVE A SERIOUS EFFECT
ON THE ISSUER’S AND/OR GUARANTOR’S FINANCIAL RESULTS AND TRADING PROSPECTS AND ON THE
ABILITY OF THE ISSUER TO FULFILL ITS OBLIGATIONS UNDER THE SECURITIES ISSUED IN TERMS OF THE
COMPANY ADMISSION DOCUMENT AND OF THE GUARANTOR TO HONOUR ITS OBLIGATIONS UNDER THE
GUARANTEE. THE RISKS AND UNCERTAINTIES DISCUSSED BELOW ARE THOSE IDENTIFIED AS SUCH BY THE
DIRECTORS OF THE ISSUER AND THE GUARANTOR AS AT THE DATE OF THE COMPANY ADMISSION
DOCUMENT, BUT THESE RISKS AND UNCERTAINTIES MAY NOT BE THE ONLY ONES THAT THE ISSUER AND
GUARANTOR MAY FACE. ADDITIONAL RISKS AND UNCERTAINTIES, INCLUDING THOSE WHICH THE ISSUER’S
AND/OR GUARANTOR’S DIRECTORS ARE NOT CURRENTLY AWARE OF, MAY WELL RESULT IN A MATERIAL
IMPACT ON THE FINANCIAL CONDITION AND OPERATIONAL PERFORMANCE OF THE ISSUER AND/OR
GUARANTOR.

NEITHER THE COMPANY ADMISSION DOCUMENT NOR ANY OTHER INFORMATION SUPPLIED HEREIN IN
CONNECTION WITH THE SECURED BONDS ISSUED BY THE ISSUER (I) IS INTENDED TO PROVIDE THE BASIS
OF ANY CREDIT OR OTHER EVALUATION, NOR (II) SHOULD BE CONSIDERED AS A RECOMMENDATION BY
THE ISSUER OR THE GUARANTOR OR THE CORPORATE ADVISOR OR THE PLACEMENT AGENT, MANAGER
AND REGISTRAR OR AUTHORISED INTERMEDIARIES THAT ANY RECIPIENT OF THE COMPANY ADMISSION
DOCUMENT OR ANY OTHER INFORMATION SUPPLIED IN CONNECTION THEREWITH, SHOULD PURCHASE
ANY SECURITIES ISSUED BY THE ISSUER. PROSPECTIVE INVESTORS SHOULD MAKE THEIR OWN
INDEPENDENT EVALUATION OF ALL RISK FACTORS AND SHOULD CONSIDER ALL OTHER SECTIONS IN THIS
DOCUMENT.

3.1 Forward-looking statements

The Company Admission Document and the documents incorporated therein by reference
or annexed thereto contain forward-looking statements that include, among others,
statements concerning the Issuer’s and/or Guarantor’s strategies and plans relating to the
attainment of its objectives, capital requirements and other statements of expectations,
beliefs, future plans and strategies, anticipated developments and other matters that are
not historical facts and which may involve predictions of future circumstances.
Prospective investors can generally identify forward-looking statements by the use of
terminology such as “may”, “will”, “expect”, “intend”, “plan”, “estimate”, “forecast”,
“anticipate”, “believe” or similar phrases. Such forward-looking statements are inherently
subject to a number of risks, uncertainties and assumptions, a few of which are beyond the
Issuer’s and/or Guarantor’s control.
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Important factors that could cause actual results to differ materially from the expectations
of the Issuer’s and/or Guarantor’s directors include those risks identified under this
heading “Risk Factors” and elsewhere in the Company Admission Document. If any of
the risks described were to materialise, they could have a material adverse effect on the
Issuer’s and/or Guarantor’s financial results, trading prospects and the ability of the
Issuer to fulfil its obligations under the securities to be issued in terms of the Company
Admission Document and of the Guarantor to honour its obligations under the Guarantee.

Accordingly, the Issuer and Guarantor caution prospective investors that these forward-
looking statements are subject to risks and uncertainties that could cause actual events or
results to differ materially from those expressed or implied by such statements, that such
statements do not bind the Issuer and/or Guarantor with respect to future results and no
assurance is given that the projected future results or expectations covered by such
forward-looking statements will be achieved.

Prospective investors are advised to read the Company Admission Document in its
entirety and, in particular, the sections entitled “Risk Factors” for a further discussion of
the factors that could affect the Issuet’s and/or Guarantor’s future performance. In the
light of these risks, uncertainties and assumptions, the events described in the forward-
looking statements in the Company Admission Document may not occur. All forward-
looking statements contained in the Company Admission Document are made only as at
the date hereof. Subject to the Prospects MTF Rules, the Issuer, Guarantor and their
respective Directors expressly disclaim any obligations to update or revise any forward-
looking statements contained herein to reflect any change in expectations with regard

thereto or any change in events, conditions or circumstances on which any statement is
based.

The value of investments can go up or down and past performance is not necessarily
indicative of future performance. The nominal value of the Secured Bonds will be
repayable in full upon maturity, unless the Secured Bonds are previously re-purchased
and/or cancelled. An investment in the Secured Bonds involves certain risks, including
those described below.

3.2 Risks relating specifically to the Issuer

3.2.1 Risks relating specifically to the Issuer’s reliance on the Guarantor and the FES
Group

The Issuer was established on 15 November 2018 and, accordingly, has no trading record or history of
operations. Furthermore, the Issuer itself does not have any substantial assets and is essentially a
special purpose vehicle set up to act as a financing company solely for the needs of the FES Group
and, as such, its assets are intended to consist primarily of a loan issued to the Guarantor.

The Issuer is dependent on the business prospects of the FES Group and, consequently, the operating
results of the FES Group have a direct effect on the Issuer’s financial position and performance.
Therefore, the risks intrinsic in the business and operations of the FES Group shall have a direct effect
on the ability of the Issuer and the Guarantor to meet their respective obligations in respect of the
payment of Interest on the Secured Bonds and repayment of principal when due. Accordingly, the
risks of the Issuer are indirectly those of the FES Group and, in turn, all risks relating to the FES
Group are the risks relevant to the Guarantor.
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The interest payments and capital repayments to be affected by the Guarantor are subject to certain
risks. More specifically, the ability of the Guarantor to effect payments to the Issuer will depend on the
cash flows and earnings of the Guarantor, which may be restricted by changes in applicable laws and
regulations; by the terms of agreements to which they are or may become party; or by other factors
beyond the control of the Issuer and/or Guarantor.

The occurrence of any such factor could, in turn, negatively affect the ability of the Issuer and the
Guarantor to meet their respective obligations in connection with the payment of Interest on the
Secured Bonds and repayment of principal when due.

3.2.2 Concentration of shareholding

The Parent company of the FES Group is owned exclusively by Christopher Vella and Reuben
Debono, in equal proportions. Accordingly, the ultimate owners of the FES Group, who are also
Directors of the Issuer and other FES Group companies, exercise effective control over the Issuer.
These individuals are considered important to the success of the FES Group and the Issuer and the
unexpected loss of any of these persons or a dilution in their influence over the Issuer and/or FES
Group companies and their business could have an adverse effect on the Issuer. There can be no
assurance that such individuals will not at any time during the term of the Secured Bonds dispose of
any interest, direct or indirect, in the Issuer or the FES Group.

3.2.3 Issuer’s potential exposure to certain financial risks

The Issuer’s activities are potentially exposed to a variety of financial risks, including interest rate risk.
The Issuer may be exposed to the risks associated with the effects of fluctuations in the prevailing
levels of market interest rates on its financing position and cash flows.

3.2.4 Risks inherent in forecasts

This Company Admission Document features projected revenues of the FES Group. Forecasts are
inherently subject to the risks of adverse unexpected events which may affect the revenue streams and
profitability of the FES Group or the Issuer. The forecasts set out in this Company Admission
Document are dependent on a number of assumptions and future expectations that may or may not
occur. The non-occurrence of those future expectations could have material effects on the financial
position and results of the FES Group and the Issuer. The said forecasts are therefore merely an
illustration of a possible future outcome which may or may not occur and the Issuer, its directors,
officers and advisers make no representation as to their accuracy or likelihood of occurrence.

3.3 Risks relating to the FES Group and its business

3.3.1 General

The Group’s business model is primarily reliant on the acquisition (either direct or by title of
temporary emphyteusis) of real estate for development or re-development and the subsequent
operation of that real estate as boutique hotels. In addition, the Group’s assets and their operation will
be concentrated in Malta and accordingly will be intimately dependent on the tourism industry and
property market in Malta. Accordingly, the Group’s prospects should be considered in the light of the
risks and difficulties generally encountered by companies operating in the said or similar markets and
industry sectors in Malta.

3.3.2 Risks relating to the political, economic and social environment in which the
Group operates
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The Group’s business activities are concentrated in and aimed at the Maltese market. Accordingly, the
Group will be generally exposed to the economic and political conditions which are prevalent in Malta
from time to time, thereby rendering the Group’s operations ovetly exposed to the social, political and
economic stability in Malta, which, in the event of downward trend could have a material adverse
impact on the operations of the Group. Such over-exposure to the Maltese market could render
investment in the Group riskier than investments in more geographically diversified operations.

Consequently, the Group shall be highly susceptible to the economic trends that may from time to
time be felt in Malta and internationally, including fluctuations in consumer demand, financial market
volatility, inflation, the property matket, interest rates, exchange rates, direct and indirect taxation,
wage rates, utility costs, government spending and budget priorities and other general market,
economic and social factors. Any future expansion of the Group’s operations into other markets
would further increase its susceptibility to adverse economic developments and trends affecting such
other markets.

Negative economic factors impacting both local and foreign markets, particularly those having an
effect on consumer demand, could have a material impact on the business of the Group generally, and
may adversely affect revenues and results of operations and the ability of the Issuer to meet its
obligations under the Secured Bonds.

3.3.3 Reliance on non-proprietary software systems and third-party I'T providers

To varying degrees, the FES Group shall be reliant upon technologies and operating systems
(including IT systems) developed by third parties for the running of its business and shall be exposed
to the risk of failures in such systems. Whilst the FES Group will have service level agreements and
disaster recovery plans to ensure continuity and stability of these systems, there can be no assurance
that the service or systems will not be disrupted. Disruption to those technologies ot systems and/or
lack of resilience in operational availability could adversely affect the efficiency of the FES Group’s
business, financial condition and/or operating results.

3.3.4 The FES Group’s dependence on its Executive Directors and other skilled
personnel

The Group’s growth since inception is, in part, attributable to the efforts and abilities of the Executive
Directors. If the Executive Directors are unable or unwilling to continue in their present position, they
may not be replaceable within the short term, which could have an adverse effect on the Group’s
business, financial condition and results of operations. The Group’s future success will also depend,
among other things, on its future directors and management. Although no single person is
instrumental in fulfilling the Group’s business objectives, there is no guarantee that these objectives
will be achieved to the degree expected following the loss of key personnel.

The Group also faces the challenge of attracting developing and retaining the right calibre of staff. The
failure of the Group to recruit and retain skilled employees could adversely impact its sales
performance, increase its wage costs, and adversely affect the Group’s business, results of operations
and financial condition.

3.3.5 Risk of litigation

All industries, including the hospitality industry and real estate development industry, are subject to
legal claims, with or without merit. Defence and settlement costs can be substantial, even with respect
to claims that have no merit. Due to the inherent uncertainty of the litigation and dispute resolution
process, there can be no assurance that the resolution of any particular legal proceeding or dispute will
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not have a material adverse effect on the Group’s future cash flow, results of operations or financial
condition.

3.3.6 'The Group’s insurance policies

The Group shall seek to take out an insurance policy covering third party liability and property
insurance policy in respect of its the Boutique Hotels and their operations, and shall seek to ensure that
the insurance is maintained at appropriate levels in light of the cost of cover and the risk profiles of the
business in which the FES Group shall operate. With respect to losses for which the Group shall be
covered by insurance policies, it may be difficult and may take time to recover such losses from
insurers.

In addition, the Group may not be able to recover the full loss incurred from the insurer. No assurance
can be given that the Group’s insurance coverage will be sufficient to cover all potential losses,
regardless of the cause, nor can any assurance be given that an appropriate coverage would always be
available at acceptable commercial rates.

3.3.7 The Group may not be able to realise the benefits it expects from its growth
strategy

The Group’s growth plans envisage the acquisition (either direct or by title of temporary emphyteusis),
development and operation of the boutique hotels. Property acquisition and development projects are
subject to a number of specific risks, including the inability to source adequate opportunities, cost
overruns, insufficiency of resources to complete the projects, higher interest costs, and the erosion of
revenue generation. If these risks were to materialise, they would have an adverse impact on the
Group’s revenue generation, cash flows and financial performance.

Renovating, refurbishing or otherwise improving existing boutique hotels, and acquiring and
developing new and commercially viable boutique hotels, is key to the Group’s business and growth
strategy. The development and/or improvement of the boutique hotels in the future presents a
number of risks, including: market disruption or oversupply, which may result in the Group being
unable to achieve appropriate room rates, potentially requiring changes in the Group’s pricing strategy
that could result in significant losses or charges; and construction delays, cost overruns, lender financial
defaults or “acts of God” such as earthquakes, hurricanes, floods or fires, which could increase overall
project costs or result in project cancellations.

Furthermore, the Group is subject to various counter-party risks, including the risk of counter-party
default. Such parties may default or fail to perform on their obligations to the Group due to
insolvency, lack of liquidity, market or economic downturns, operational failure or other reasons which
are beyond the Group’s control. If such risks, many of which are common to the real estate industry,
were to materialise, they could have an adverse impact on the Group’s revenue generation, cash flows
and financial performance.

There is a risk that the FES Group may not be able to execute its long-term business strategy, given
that the Group’s ability to realise the full benefits that it expects from investments made in the
boutique hotels will depend in turn on its ability to assess and minimise these risks in an efficient and
cost effective manner. Further, the Group’s theoretical growth projections may, in practice, and
potentially for reasons over which it has little or no control, such as those described in section 3.3.1 of
this Company Admission Document, be considerably slower or quicker than anticipated, in turn
disrupting the Group’s envisioned strategy and consequently the results of its operations. No assurance
can be given that the Group will be able to deal with these risks in an efficient and cost effective
manner.
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3.3.8 Operating expenses

A portion of FES Group’s costs are fixed, and operating results are vulnerable to short-term changes
in its revenues. The Group’s fixed operating expenses are not easily reduced to react to changes in its
revenues by reducing its operating expenses, which could have a material adverse effect on its business,
financial condition and results of operations.

In addition, FES Group’s operating and other expenses could increase without a corresponding
increase in turnover or revenue. The factors which could materially increase operating and other
expenses include:

° increases in the rate of inflation;

. increases in payroll expenses;

. increases in property taxes and other statutory charges;

. changes in laws, regulations or government policies;

° increases in insurance premiums;

° unforeseen increases in the costs of maintaining the Boutique Hotels; and
. unforeseen capital expenditure.

Such increases could have a material adverse effect on the Group’s financial position.

3.3.9 The Group may not be able to obtain the capital it requires for the development or
improvement of the boutique hotels on commercially reasonable terms, or at all

The FES Group may not be able to secure sufficient financing for its current and future investments.
No assurance can be given that sufficient financing will be available on commercially reasonable terms
or within the timeframes required by the FES Group, also taking into account the need from time to
time for the Group’s properties to undergo renovation, refurbishment or other improvements in the
future. Any weakness in the capital markets may limit the Group’s ability to raise capital for
completion of projects that have commenced or for development of future boutique hotels. Failure to
obtain, or delays in obtaining, the capital required to complete current or future developments and
investments on commercially reasonable terms, including increases in borrowing costs or decreases in
loan availability, may limit the FES Group’s growth and materially and adversely affect its business,
financial condition, results of operations and prospects.

3.3.10 The FES Group’s dependence on its Operator and Manager of the Boutique Hotels

The Group’s success will be attributable to the efforts and abilities of the Operator and Manager of the
Boutique Hotels. If they are unable or unwilling to continue in their present position, they may not be
replaceable within the short term, which could have an adverse effect on the Group’s business,
financial condition and results of operations.

3.3.11 The Group may not be able to obtain the capital it requires to redeem the Bond

It is the intention of the FES Group to finance the Bond repayments due at Redemption Date through
the Sinking Fund money and bank financing and/or a roll-over of the Bond. Consequently, the FES
Group may not be able to secure sufficient financing at Redemption Date and no assurance can be
given that sufficient financing will be available on commercially reasonable terms. Any weakness in the
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capital markets may limit the Group’s ability to raise capital at Redemption Date. Failure to obtain, or
delays in obtaining, the capital required may limit the FES Group’s ability to redeem the Bond and
could adversely affect its business, financial condition and prospects.

3.3.12 The Group’s indebtedness could adversely affect its financial position

As set out in further detail in section 8 of this Company Admission Document, the FES Group’s
projected funding plan indicates that the gearing ratio (net debt: total net funding) is projected to peak
at 66.4% as at 31 December 2020 following the issue of the Secured Bonds (refer to section 8.2.2 for
calculation of this ratio). Gearing is then projected to decrease as the level of retained earnings improve
the shareholder equity base and as borrowings decrease over time.

This represents a high level of gearing in the initial years, which gives rise to all the risks typically
associated with such highly leveraged capital structures. The principal risk in this respect is the fact that
the debt service obligations resulting from such a capital structure will absorb a significant portion of
cash generation. Should the FES Group not manage to achieve its projected operating results, this will
adversely impact gearing levels. Adverse changes to the FES Group’s projected cash flows will reduce
the projected level of debt service cover and may, therefore, adversely affect its ability to meet its debt
service obligations.

3.3.13 Exposure to certain financial risks, including interest rate risk, which the Group
may be unable to effectively hedge against

The FES Group’s activities will potentially expose it to a variety of financial risks, including market risk
(principally interest rate risk and fair value risk), credit risk and risks associated with the
unpredictability of financial markets, all of which could have adverse effects on the financial
performance of the FES Group.

Interest rate risk refers to the potential changes in the value of financial assets and liabilities in
response to changes in the level of interest rates and their impact on cash flows. The FES Group may
be exposed to the risks associated with the effects of fluctuations in the prevailing levels of the market
interest rates on its financial position and cash flows.

3.3.14 Changes to laws and regulation

The FES Group is subject to a variety of laws and regulations, including taxation, property, planning,
environmental and health and safety regulations. As with any business, the FES Group is at risk in
relation to changes in the laws and regulations and the timing and effects of changes in the laws and
regulations to which it is subject, including changes to the interpretation thereof, which cannot be
predicted. No assurance can be given as to the impact of any possible judicial decision, change in law,
regulation or administrative practice, after the date of this Company Admission Document, on the
business and operations of the FES Group.

3.3.15 Failure to protect customers’ confidential information could significantly impact
the Group’s reputation and expose the FES Group to litigation

The FES Group must comply with restrictions on the use of customer data and ensure that
confidential information (including financial and personal data) is transmitted in a secure manner over
public networks. Despite controls to ensure the confidentiality, availability and integrity of customer
data, the FES Group may inadvertently breach restrictions or may be subject to attack from computer
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programs that attempt to penetrate the network security and misappropriate confidential information.
Due to advances in these programs, computing capabilities and other developments, there is no
guarantee that the FES Group’s security measures will be sufficient to prevent breaches. Any such
breach or compromise of security could adversely impact the FES Group’s reputation with current and
potential customers, lead to litigation or penalties, and as a result, have a material adverse effect on its
business, results of operations and overall financial condition.

3.3.16 Regulation regarding the use of personal data

The FES Group will process sensitive personal data (including possibly name, address, age, bank
details and identification details) as part of its business and therefore will be required to comply with
strict data protection and privacy laws and other regulatory restrictions, including industry standards
and limitations. Such laws will restrict the ability of the FES Group to collect and use personal
information including the marketing use of that information. The FES Group will rely on third party
contractors and employees to maintain databases and seek to ensure that procedures are in place to
comply with the relevant data protection regulations. Notwithstanding such efforts, the FES Group
will be exposed to the risk that this data could be wrongtully appropriated, lost or disclosed, or
processed in breach of data protection regulations, by or on behalf of the Group. If the Group, or any
of the third party service providers on which the FES Group relies, fails to transmit customer
information, personal information and online payment details in a secure manner and in accordance
with data protection rules, or if any such loss of personal data were otherwise to occur, the FES Group
could face liability under data protection laws. This could also result in the loss of the goodwill of
customers and deter new customers from the Group’s products which would have a material adverse
effect on the Group’s businesses, financial condition and results of operations.

The FES Group’s failure to keep apprised of, and comply with, privacy, data use and security laws,
standards and regulations could result in the limitation, suspension or termination of services or the
imposition of administrative, civil or criminal penalties, including fines which may result pursuant to
the General Data Protection Regulation (GDPR) as adopted by the EU. In addition, such failure or
non-compliance may cause existing or potential customers to be reluctant to do business with the
Group, and could damage the FES Group’s reputation and brand. Customer and regulator attitudes
towards privacy and data protection are evolving, and there could be adverse changes or developments
in customer or regulatory concerns regarding the extent to which business and personal information
and data are stored, processed or shared with advertisers or other third parties. In addition, to the
extent more restrictive laws, rules or industry security requirements relating to business and personal
information and data are adopted in the future or by specific industry bodies, such changes could have
an adverse impact on the FES Group by increasing its costs or imposing restrictions on its business
processes. Accordingly, the FES Group’s failure to keep apprised of, and comply with, privacy, data
use and security laws, standards and regulations, and any adverse changes or developments regarding
user or regulatory concerns towards privacy and data protection or otherwise in the regulatory or legal
landscape could have a material adverse effect on the Group’s reputation, business, financial condition,
results of operations and prospects. The FES Group’s financial exposure to any actual or alleged
breach of such regulations or standards may either not be insured against or not fully covered through
any insurance maintained by the FES Group.

Furthermore, the GDPR has introduced new obligations on data controllers and rights for data
subjects, including, among others:

o accountability and transparency requirements, which require data controllers to demonstrate
and record compliance with the GDPR and to provide more detailed information to data

subjects regarding processing;
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o enhanced data consent requirements, which includes “explicit” consent in relation to the
processing of sensitive data;

o obligations to consider data privacy as any new products or services are developed and limit
the amount of information collected, processed, stored and its accessibility;

. limitation on using data to profile data subjects;

o providing data subjects with personal data in a useable format on request and erasing personal

data in various circumstances; and
o reporting of breaches without undue delay, at times within 72 hours.

The GDPR also introduced new fines and penalties for a breach of requirements, including fines for
serious breaches of up to the higher of 4% of annual worldwide turnover or €20m and fines of up to
the higher of 2% of annual worldwide turnover or €10m (whichever is highest) for other specified
infringements.

The GDPR may require the FES Group to have in place certain procedures and policies. These
requirements could adversely impact the FES Group’s business by increasing its operational and
compliance costs Further, there is a risk that the measures will not be implemented correctly or that
individuals within the business will not be fully compliant with the procedures. If there are breaches of
these measures, the FES Group could face significant administrative and monetary sanctions as well as
reputational damage, as pointed out above, which may have a material adverse effect on its operations,
financial condition and prospects.

3.4 Risks relating to the hospitality industry
3.41 No history in operating boutique hotels

As set out in section 21.1 of this Company Admission Document, the proceeds of the Bond will be
used to acquire and further develop the Gzira boutique hotel, as well as develop a plot in St. Julian’s
into a boutique hotel. Although the FES Group has no history in operating boutique hotels, the Group
has appointed Casa Boutiques Ltd and Polymath & Boffin Limited to operate and manage the Gzira
boutique hotel. It is the intention of the FES Group to appoint Casa Boutiques Ltd and Polymath &
Boffin Limited to operate and manage the St. Julian’s boutique hotel. Consequently, should the
boutique hotel operations be unprofitable, this could have a material adverse effect on its business,
results of operations and financial condition.

3.4.2 Dependence on Operator and Manager

The Group’s Boutique Hotels shall be operated by Casa Boutiques Ltd and managed by Polymath &
Boffin Limited pursuant to a three-year agreement (which can be renewed by a further three-years) and
a ten-year agreement entered into respectively with FES Projects Limitedlt is the intention of the FES
Group to appoint Casa Boutiques Ltd and Polymath & Boffin Limited to operate and manage the St.
Julian’s boutique hotel. The long-term success of FES Group’s operations depends, to a significant
extent, on: (i) the ability of the Operator and Manager to identify and react to new hospitality industry
trends; (ii) the ability of the Operator and Manager to develop marketing strategies to establish a
reputation for the Group; (iii) the ability of the Operator and Manager to meet their targets; (iii) the
continued relationship between the Group and the Operator and Manager respectively; and (iv) the
continued success of both the Operator and Manager. There is no guarantee that such conditions will
be met, and that the agreements will not be terminated early or that they will be renewed following
expiration.

3.4.3 General risks associated with the hospitality industry
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The Group’s hospitality operations and the results thereof will be subject to a number of external
factors that could adversely affect its business once the Boutique Hotels commence operations, many
of which are common to the hospitality industry and beyond the Group’s control, including the

following:

*  changes in travel patterns, any increase in or the imposition of new taxes on air travel and
fuel, and cutbacks and stoppages on Malta-bound airline routes;

*  changes in laws and regulations on freedom of movement, employment, the preparation and
sale of foods and beverages, health and safety, alcohol licensing, environmental concerns,
fiscal policies, zoning and development, and the related costs of compliance;

* the impact of increased threats of terrorism or actual terrorist events, impediments to means
of transportation (including airline strikes and border closures), extreme weather conditions,
natural disasters, travel-related accidents, outbreaks of diseases and health concerns, or other
factors that may affect travel patterns and reduce the number of business and leisure travellers;

*  increases in operating costs due to inflation, employment costs, workers’ compensation and
healthcare related costs, utility costs, increased taxes and insurance costs; and

*  the termination, non-renewal and/or the renewal on less favourable terms of agreements

entered into with tour operators.

The impact of any of these factors (or a combination of them) may adversely impact room rates and
occupancy levels at the Group’s Boutique Hotels, or otherwise cause a reduction in its revenue, which
could have a material adverse effect on the Group’s business, financial condition and results of

operations.

Furthermore, the hospitality industry is subject to rapidly evolving consumer trends. The success of the
Group’s hospitality operations is dependent upon the priorities and preferences of customers, whether
local or foreign, and its ability to swiftly anticipate, identify and capitalise upon emerging consumer
trends. If the Group were to be unable to do so, it could experience reduced rates and occupancy
levels, which could have a material adverse effect on the Group’s operational results.

The Group’s hospitality operations are also susceptible to strong and increasing local and global
competition, influenced by a variety of determining factors including accommodation rates, packages
variety, quality, availability, reliability, after-sales service and logistics, and the fluctuations in demand
for private and shared accommodation alternatives. The level of competition is subject to increase, and
such increase or even saturation in the supply of accommodation may negatively impact the Group’s

sales revenue and profitability in the hospitality sector.

In addition, many of the Group’s current and potential competitors may have greater name
recognition, a larger customer base and greater financial and other resources than the Group. In
particular, the Group may be compelled, by the strength of its competitors that are able to supply
accommodation and services at lower prices, to reduce its own prices. The ability of the Group to
maintain or increase its profitability will be dependent on its ability to offset such decreases in the
prices and margins of its accommodation and services.

3.4.4 Term of emphyteutical concession

As explained further in section 6.2.3.2, the St. Julian’s site will be held by title of temporary
emphyteusis. This emphyteutical grant is due to expire within 49 years from the signing of the public
deed establishing the emphyteutical grant, but may be terminated following expiration of the first 35
years by either party. There is no guarantee that the Group will be able to renew the emphyteutical
grant on commercially acceptable terms upon its expiry, and if the Group is unable to do so, the
potential loss of the St. Julian’s boutique hotel could have an adverse effect on the Group’s profits.
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3.4.5 Exchange rate risk

Fluctuations in international currencies may make Malta less attractive as a vacation destination than
other jurisdictions which can have an effect on the operating performance of the Group.

3.4.6 Relationships with suppliers

The FES Group’s profitability of its hospitality activities depends in part on its ability to anticipate and
react to changes in the cost of its supplies, and on its dependence on frequent and timely deliveries by
its suppliers. The FES Group may not be able to acquite suitable products in sufficient quantities
and/or on terms acceptable to it in the future. Any detetioration or change in the FES Group’s
relationships with its suppliers (including supplying on less favourable terms) could have an adverse
effect on the FES Group.

3.4.7 Complaints and litigious claims

In any event where the FES Group operates a restaurant, or otherwise, it may be subject to complaints
or claims from customers alleging food related illnesses, injuries suffered on premises operated by the
FES Group or any related or third parties subcontracted by the FES Group, or other food quality,
health or operations concerns. Adverse publicity from such allegations may materially affect sales
revenue generated by FES’s hospitality establishments, regardless of whether such allegations are true
or whether the FES Group is ultimately held liable.

In addition, other litigation, including but not limited to disputes with its employees based on claims
of, amongst others, discrimination, harassment or wrongful termination, may divert financial and
management resources that would otherwise be used to benefit the future performance of the FES
Group’s operations.

All litigation is expensive, time consuming and may divert management’s attention away from the
operation of the business. In addition, the FES Group cannot be certain that its insurance coverage
will be sufficient to cover one or more substantial claims. Furthermore, it is possible that if complaints,
claims or legal proceedings such as the aforementioned were to be brought against a direct competitor
of the FES Group, the latter could also be affected due to the adverse publicity brought against, and
concerns raised in respect of the industry in general.

3.4.8 Regulatory compliance

The FES Group is subject to various laws and regulations affecting its business. Operating a boutique
hotel is subject to licensing and regulation by a number of governmental authorities as well as
local/international standatds, which may include alcoholic beverage control, smoking laws, health and
safety measures, disability access requirements and fire safety requirements. Difficulties in obtaining or
maintaining the requited licences or approvals or local/international standards, or the loss thereof,
could adversely affect FES Group’s business and results of its operations. Various bodies also have the
power to conduct inspections of, and possibly close down the boutique hotels if the FES Group fails
to comply with the relevant laws, regulations and or standards.

No assurance can be given that claims based on these laws will not be brought against the FES Group
in the future, which in turn could have a material adverse effect on its business and profitability.

3.5 Risks relating to property development

3.5.1 Acquisition of Gzira boutique hotel subject to conclusion of final deed of sale
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As at the date of this Company Admission Document, the terms of the purchase and acquisition of the
Grzira boutique hotel are set out in a promise of sale agreement. The acquisition is subject to the
successful conclusion of the final deed of sale (refer to section 6.2.3.1 for further detail). Should the
vendor or the Guarantor fail to appear on the final deed of sale for whatever reason including but not
limited to the fulfilment of the conditions to which completion is subject, the Guarantor will not be in
a position to develop and operate the Gzira boutique hotel and benefit from the revenue generated
from the operation of this boutique hotel.

3.5.2 Risks relating to the issuance of permits on the Gzira boutique hotel

At the date of this Company Admission Document, the Gzira boutique hotel is operating as a guest
house. It is the intention of the FES Group to convert existing space situated at the top floor of the
Gzira boutique hotel into hotel rooms, develop the adjacent property as an extension to the existing
room stock, as well as convert the lower floors of the property into catering establishments. At the
date of admission, permit application PA/01221/19 has been submitted to carry out internal
alterations at intermediate level over ground floor of the Gzira boutique hotel which would enable the
increase of its room stock from 28 rooms to 36 rooms and is subject for approval. Permit applications
for the development of the adjacent property and the conversion of the lower floors have not yet been
submitted to the Planning Authority. Securing planning consents by the Planning Authority, the
Environment and Resources Authority, or any corresponding authority in a timely manner would be
key to the Group’s ability to realise value on the Gzira boutique hotel. There can be no certainty that
any given application will result in planning consent being granted, or, that if granted, will not be so
granted on particularly onerous terms, which could materially and adversely effect the Group’s
business. Furthermore, planning policies are subject to change, which may consequently impact the
Group’s strategy. Despite this, the Group would still be in a position to manage the Gzira boutique
hotel as a guest house in its existing form, however this may have an adverse effect on the Group’s
business, financial condition and results of operations.

3.5.3 49-year temporary emphyteusis of St. Julian’s boutique hotel subject to conclusion of
emphyteutical grant

As at the date of this Company Admission Document, the terms of the 49-year temporary emphyteusis
of the St. Julian’s boutique hotel are set out in a preliminary agreement. The final deed is subject to the
successful completion of certain conditions (refer to section 6.2.3.2 for further detail). It should be
noted that certain conditions do not depend on the FES Group and are out of the FES Group’s
control, such as the condition that the other party manages to successfully acquire the property from
the present third party owner with which the former has concluded a promise of sale agreement.
Should either party fail to appear on the final deed for whatever reason including but not limited to the
non-fulfilment of the conditions to which completion is subject, the FES Group will not be in a
position to develop and operate the St. Julian’s boutique hotel and benefit from the revenue generated
from the operation of this boutique hotel.

3.5.4 Risks relating to the third party appeal against approval on the St. Julian’s boutique
hotel

At the date of this Company Admission Document, the third party appeal (PAB/00167/18) against
approval of PA/03805/17, being the construction of Class 3A guest house and related amenities in lieu
of previously approved villa covered by PA01576/12 is still pending. The development of the St.
Julian’s boutique hotel is subject to the appeal being denied by the Environment Planning Review
Tribunal, and that following such rejection, the appellant does not successfully seek further redress as
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afforded by law. Should the necessary approval not be obtained for whatever reason or if it is not
received in a timely manner, the FES Group will not be in a position to develop and operate the St.
Julian’s boutique hotel, which would in turn have a material adverse effect on the Group’s business,
financial condition and results of operations.

In the event that the abovementioned permit is not obtained, the Issuer shall convene a Bondholders’
meeting in line with section 22.15.1 and shall also update its financial projections and make a company

announcement to that effect.
3.5.5 Property market and economic conditions generally

There are a number of factors that commonly affect the real estate development industry, many of
which are beyond the control of the FES Group, and which could adversely affect the economic
performance and value of any property under development. Such factors include:

*  changes in general economic conditions;

*  general industry trends, including the cyclical nature of the real estate market;

*  changes in local market conditions, such as over-supply of similar properties, a reduction in
demand for real estate or change of local preferences and tastes;

*  possible structural and environmental problems;

*  acts of nature, such as earthquakes and floods, that may damage the property or delay its
development;

*  increase in competition in the market segment in which the FES Group is undertaking
property market development may lead to an over-supply of commercial or residential
properties in such markets, which could lead to a lowering of prices and a corresponding
reduction in revenue;

*  political developments;

* introduction or changes to regulation, policy or tax laws;

* interest rate fluctuations;

¢ inflation; and

*  the availability or otherwise of financing and alternative yields of investment.

Such factors may be expected to cause property prices to fluctuate and an increase in supply could
impact negatively upon capital values and income streams of the boutique hotels. Although real estate
activity has experienced an upturn in recent years, the past is not a guarantee for the future, and the
real estate market could be subject to a downturn. Any of the aforementioned factors could have a
material adverse effect on the Group’s business and its financial condition and prospects.

3.5.6 Development risk

The FES Group may be subject to risks associated with the development of the real estate, including
the risk relating to project financing, planning permits, delays, cost over-run, risk of insufficiency of
resources, risk of licensing transactions not being effected at the prices and timeframes envisaged,
higher interest costs, erosion of revenue generation, risk of suspension of works from any applicable
authority or administrative body, and the possibility of legal disputes. If these risks were to materialise,
they could have an adverse and material effect on the FES Group’s financial condition and the results

of its operations.

In addition, for the timely completion of development projects, the FES Group may place certain
reliance on counterparties such as architects, engineers, contractors and sub-contractors, engaged in
the demolition, excavation, construction and finishing of developments. Such counterparties may fail
to perform or default on their obligations due to the FES Group, whether due to insolvency, lack of
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liquidity, economic or market downturn, operational failure or other reasons, all of which are beyond
the FES Group’s control. Failure of such counterparties to perform their obligations owed to the FES
Group could, in turn, materially adversely affect the financial condition of the FES Group and its
future prospects. In addition, the inability of the FES Group to develop and maintain relationships
with highly skilled, competent and reliable counterparties could have a material adverse effect on the
FES Group’s development projects.

Delays or refusals in obtaining the necessary planning permissions would have an adverse effect on the
business, financial condition and profitability of the Group.

1f any of the above mentioned risks, many of which are common to the construction industry, were to
materialise, they could have an adverse impact on the Group’s revenue generation, cash flows and
financial performance.

3.5.7 Environmental and other regulatory liabilities

In view of these obligations, the FES Group may become liable for the costs of removal, investigation
or remediation of any such substances, including hazardous or toxic substances that may be located on
or in, or which may have migrated from, a property owned or occupied by it, which costs may be
substantial. The FES Group may also be required to remove or remediate any such substances or
materials that it causes or knowingly permits at any property that it owns or may in the future own.

In addition to environmental constraints, any activity the FES Group undertakes to carry out in the
property development sector in the future will be subject to extensive regulations, including national
and local regulation and administrative requirements and policies which relate to, among other things,
planning, developing, land use, local urban regeneration strategy, fire, health and safety, and others.

Laws and regulations, which may be amended over time, may impose liability for the presence of
certain materials or substances or the release of certain materials or substances into the air, land or
water or the migration of certain materials or substances from a real estate investment, including
asbestos, and such presence, release or migration could form the basis for liability to third parties for
personal injury or other damages. These regulations often provide broad discretion to the relevant
authorities and non-compliance may adversely affect FES Group.

3.5.8 Risk of injuries or fatalities in construction and damage to reputation

There are inherent risks to health and safety arising from the nature of property development, which
accordingly require a developer to adopt and maintain a rigorous health and safety programme. A
health and safety track record is critical to the success and reputation of the FES Group’s prospective
boutique hotel development operations. Any failure in health and safety performance may result in
penalties for non-compliance with the relevant regulatory requirements, and a failure which results in a
major or significant health and safety incident, such as injury to, or fatality of, members of the
construction workforce or bystanders, may be costly in terms of potential liabilities arising as a result,
as well as the generation, of adverse publicity having a negative impact on the FES Group’s reputation.

3.5.9 Costs incurred when proposed property investment is aborted

The FES Group may at times incur significant costs in connection with the assessment of potential
property investment opportunities. These may involve costs associated with property surveys,
valuation reports, title and environmental investigations. 1f a proposed real estate investment were not
to proceed to completion after such costs have been incurred, FES Group will be unable to recoup
same directly from that investment, which could have a negative impact on profitability.
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3.6  Risks relating to property investment
3.6.1 Real Estate investments are illiquid

Boutique hotels such as those in which the Group shall invest through the Bond proceeds, and may in
the future invest in, are relatively illiquid. Planning regulations may further reduce the numbers and
types of potential purchasers should the FES Group decide to dispose of any of the Boutique Hotels.
Although it is not the intention of the FES Group to dispose of the Boutique Hotels and without
prejudice to the Collateral, since immovable property is a relatively illiquid asset, such illiquidity may
affect the FES Group’s ability to dispose of or liquidate the Gzira boutique hotel and/or St. Julian’s
boutique hotel in a timely fashion and at satisfactory prices in response to changes in economic, real
estate matket or other conditions.

The lack of liquidity and alternative uses of real estate investments could significantly limit the Group’s
ability to respond to adverse changes in the performance of its properties thereby potentially harming
their respective financial condition. The real estate market is affected by several factors which include
general economic conditions, availability of financing, interest rates and other factors, such as supply
and demand that are beyond the FES Group’s control. These factors could have an adverse effect on
the FES Group’s financial condition and results.

3.6.2 Risk inherent in property valuation

The valuation referred to in this Company Admission Document is prepared by an independent
qualified architect in accordance with the valuation standards published by the Royal Institution of
Chartered Surveyors. In providing a market value of the Gzira boutique hotel, the independent valuer
has made certain assumptions which ultimately may cause the actual values to be materially different
from any future values that may be expressed or implied by such forward-looking statements or
anticipated on the basis of historical trends as reality may not match the assumptions. There can be no
assurance that such property valuation and property-related asset will reflect actual market values.

3.7  Risks relating to the Guarantee
3.7.1 Status and entitlement under the Guarantee

The Secured Bonds, as and when issued and allotted, shall constitute the general, direct, and
unconditional obligations of the Issuer and shall be guaranteed in respect of both the interest due and
the principal amount under said Secured Bonds by the Guarantor. The Secured Bonds shall at all times
rank pari passu without any priority or preference among themselves. The Secured Bonds shall be
secured by the Collateral and accordingly shall rank with priority or preference in respect of the
Security Property. Notwithstanding that the Bonds constitute the general, direct, unconditional and
secured obligations of the Company, as guaranteed by the Guarantor, they may rank after causes of
preference which may arise by operation of law. There can be no guarantee that privileges accorded by
law in specific situations will not arise during the course of the business of each of the Company and
the Guarantor which may rank with priority or preference over the Collateral.

In view of the fact that the Secured Bonds are being guaranteed by the Guarantor on a joint and
several basis, the Security Trustee, for the benefit of the Bondholders, shall be entitled to request the
Guarantor to pay both the interest due and the principal amount under said Secured Bonds if the
Issuer fails to meet any amount, when due in terms of the Company Admission Document.

The joint and several Guarantee also entitles the Security Trustee to take action against the Guarantor
without having to first take action against the Issuer. The strength of this undertaking on the part of
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the Guarantor and therefore, the level of recoverability by the Security Trustee from the Guarantor of
any amounts due under any of the Secured Bonds, is dependent upon and directly linked to the
financial position and solvency of the Guarantor.

The Guarantee is further supported by the Collateral that is to be granted over the Security Property.
In terms of the Security Trust Deed, the Security Trustee reserves the right to demand to the Issuer
that additional or alternative immovable (and unencumbered) property owned by the Group from time
to time be given as security in addition to and/ort in place of the Security Propetty, should at any given
time the value of the Security Property be reported, pursuant to an independent architect’s valuation
report, to be lower than the nominal value of outstanding Bonds in issue plus interest yet to accrue
until the Redemption Date. In such case, the Issuer shall identify, at its discretion, which of the
unencumbered property forming part of the Group’s portfolio as at the date thereof, if any, would
replace or be added to the existing Security Property for the purposes of securing the Bonds, and
procure that the Group takes such steps as may be necessary for such unencumbered property to
replace or be added to the existing Security Property. In the event that, upon such request being made
by the Security Trustee, the Group’s property portfolio does not comprise any immovable property
which is unencumbered, the Issuer shall procure that the Group shall either: provide a cash guarantee
in favour of the Security Trustee sufficient to cover the difference between the nominal value of
outstanding Bonds in issue (plus interest yet to accrue until the Redemption Date) and the revised
value of the Security Property as set out in the abovementioned independent architect’s valuation
report; or take such steps as may be necessary to free any one or more of the immovable properties in
its property portfolio from any existing encumbrances, and grant a first ranking special hypothec
thereon in favour of the Security Trustee for the purpose of securing the Bonds. Whilst this grants the
Security Trustee a right of preference and priority for repayment over the Security Property, there can
be no guarantee that the value of the Security Property over the term of the Secured Bond will be
sufficient to cover the full amount of the principal outstanding under the Bonds. This may be caused
by a number of factors not least of which general economic factors that could have an adverse impact
on the value of the Security Property. If such circumstances where to arise or subsist at the time that
the Collateral is to be enforced by the Trustee, it could have a material adverse effect on the
recoverability of all the amounts that may be outstanding under the Secured Bonds.

It should be further noted that in terms of the Security Trust Deed, the Group retains the right to
substitute any of the Security Property with another immovable (and unencumbered) property which it
owns or may in future own, subject: (i) to an independent architect’s valuation report confirming that
the value of the immovable property added as a Security Property is at least equal to the value of the
immovable property removed as a Security Property, or otherwise sufficient to ensure that the value of
the aggregate Security Property remains equal to or in excess of the nominal value of outstanding
Bonds in issue; and (ii) to obtaining the Issuet’s and Security Trustee’s prior consent.

4 PERSONS RESPONSIBLE

This Company Admission Document includes information prepared in compliance with the Prospects
MTF Rules for the purpose of providing Bondholders with information about the Issuer and
Guarantor. The Directors, whose names appear in section 5.1, hereunder accept responsibility for the
information contained in the Company Admission Document and the accuracy thereof. To the best of
the knowledge and belief of the Directors, who have taken all reasonable care to ensure that such is the
case, the information contained in this Company Admission Document is true and fair, and is in
accordance with the facts and does not omit anything likely to affect the import of such information.
The Directors accept responsibility accordingly.

As at the date of this Company Admission Document there are no other facts or matters omitted from
the Company Admission Document which were or are necessary to enable investors and their
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investment advisors to make an informed assessment of the assets and liabilities, financial position,
profits and losses and prospects of the Issuer and of the rights attaching to the Secured Bonds.

5 IDENTITY OF DIRECTORS, ADVISORS AND AUDITORS OF THE ISSUER AND
GUARANTOR, AND OF THE OPERATOR AND MANAGER

This document includes information given in compliance with the Prospects MTF Rules for the

purpose of giving information with regards to the Issuer.

5.1 Board of Directors of the Issuer

As at the date of this Company Admission Document, the Board of Directors of the Issuer is
constituted by the following persons:

Dr Edward Woods Chairman and Independent, non-Executive Director
Mr Christopher Vella Executive Director

Dr Reuben Debono Executive Director

Mr Paul Bugeja Independent, non-Executive Director

All four Directors, serve on the Board of the Issuer. Mr Christopher Vella and Dr Reuben Debono
occupy senior executive positions within the FES Group. The other two Directors, Dr Edward Woods
and Mr Paul Bugeja serve on the Board of the Issuer in an independent, non-executive capacity. Dr
Edward Woods and Mr Paul Bugeja are considered as independent Directors since they are free of any
business, family, or other relationship with the Issuer that could create a conflict of interest such as to
impair their judgement.

The business address of the Directors is 19-23, Conservatory Street, Floriana, Malta.

The company secretary and compliance officer in terms of the Prospects MTF Rules of the Issuer is
Dr Reuben Debono.

The following are the respective curriculum vitae of the Directors and other officers of the Issuer:

Dr Edward Woods
Chairman and Independent, non-Executive Director

Edward is a lawyer by profession, whereby in 1987 he established his own legal firm, Woods &
Associates (later WOODS ADVOCATES), specialising primarily in Civil and Commercial Law,
focusing on marine disputes, patticularly involving cargo claims, business partnerships, property and
intellectual property law. He is today the senior and managing partner of the firm and heads the
department of Civil and Commercial Law.

At present, Edward holds the position of Chairman of the Malta Communications Authority and
accredited arbitrator with the Malta Arbitration Centre. Throughout the years he has held various
positions, including legal consultant to Lohombus Bank Ltd, Chairman of the Malta Maritime
Authority, Chairman of the Valletta Cruise Liner Terminal as well as a member of the Steering
Committee, member of the Board of Governors of the Malta Arbitration Centre.

Edward is also 2 member of the Chamber of Advocates in Malta, an examiner with the Chartered

Institute of Arbitration and a lecturer in Insurance Law at the International Maritime Law Institute
(IMO) at the University of Malta.
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Mr Christopher Vella
Executive Director

Christopher has graduated with honours in Mathematical Sciences from Dublin City University, having
specialised in modelling in finite fields, namely permutation polynomials and simply sortable
permutations. As a result he is an expert in modelling operative and financial structures and is
experienced in the fields of research and development of technology and markets. Prior to co-founding
the FES Group, Christopher's employment was in the development of economics editorial on
emerging markets for leading publications, namely: The Times, International Herald Tribune, USA
Today and Forbes. Christopher later held a number of commercial, and business development director
roles, for AA corporations developing their export markets.

Christopher founded Polymath & Boffin Limited, of which he is the sole shareholder and director, a
business solutions development company, focused on assisting clients attain a higher level of security
and return from their business. This company services assets worth close to €600 million.

Dr Reuben Debono
Executive Director, company secretary and compliance officer

Reuben is a notary by profession. He graduated from the University of Malta with a Bachelor of Arts
in Law and International Relations in 2001, and a year after he obtained the Diploma of Notary Public.
He then obtained the LL.D in 2004 and in the same year obtained the warrant to practice as a Notary.

Reuben set up the Notarial Firm named D Notaries and the same firm has published more than 6,000
contracts mostly in real estate transactions. D Notaties provides all notarial services including property
conveyancing, financing and mortgaging, estate and succession planning and also acting as
Commissioner for Oaths. He was awarded a certificate in trust law and administration by the Institute
of Financial Services Practitioners Malta.

Mt Paul Bugeja
Non-Executive Director

Paul is an accountant by profession, obtaining his CPA warrant in 1989. He is presently Chairman and
CEO of Malta Med Air, a newly formed airline company. Previously, he held the post of Chief
Executive Officer of the Malta Tourism Authority since September 2014, mainly focusing on the
marketing, promoting and monitoring the tourism industry of the Maltese Islands. The role at Malta
Tourism Authority, followed a 35 year career with the Malta based, international hotel group, the
Corinthia Group of Companies. Since joining the Corinthia Group in 1979, Paul worked in various
locations, both locally and overseas taking up several key senior posts in management, finance and
internal auditing within corporate office. Besides overseeing the operating company’s administration
and finance functions of the entire group’s hotel operations, he was involved as part of the support
team in all of Corinthia’s major local and international developments, including takeovers and pre-
openings in over 14 countries. He subsequently also formed part of the Corinthia group’s hotel
monitoring boards.

Paul also held the role of President of the Malta Hotels and Restaurants Association (MHRA and was a
member of the Malta Tourism Authority’s Board of Directors during his tenure as MHRA President.
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5.2  Board of Directors of the Guarantor

As at the date of this Company Admission Document, the board of directors of the Guarantor is
constituted by the following persons:

Mr Christopher Vella Executive director
Dt Reuben Debono Executive director

The business address of the directors of the 19-25, Conservatory Street, Floriana, Malta.
The company secretary of the Guarantor is Dr Reuben Debono.

The cutriculum vitae of the directors of the Guarantor are set out in section 5.1 above.
5.3 Profile of Operator of the Boutique Hotels

As explained in section 6.2.3.3, the Gzira boutique hotel shall be operated by Casa Boutiques Ltd, and
it is the intention of the FES Group that the St. Julian’s boutique hotel shall also be managed by Casa
Boutiques Limited. Casa Boutiques Ltd was founded in early 2018 by Frankie Spiteri and Thomas
Cremona, two expertts in the hospitality and property management field. Casa Boutiques Ltd’s unique
professional hotel management services provides investors with a tailor-made plan for maximising the
returns on their investment, supported by an excellent seasoned team, and value-for-money
proposition in all that relates to the hospitality asset.

In 2014, Thomas Cremona founded Casa Rooms, a property management venture specialised in
positioning residential property to provide optimal rental results. He identified a niche in the property
management market, whereby he leveraged his qualifications and background in finance to provide a
service that gives property owners more visibility on the expected return on their rental property as
well as a financial plan to enable them to manage their investment better. Casa Rooms’ commitment
in property management is to give property owners the best return on their investment. Today the
managed property portfolio extends to over a hundred properties through the Maltese Islands, with a
combined market value of circa €30 million.

5.4 Profile of Manager of the Boutique Hotels

As explained in section 6.2.3.3, the Gzira boutique hotel shall be managed by Polymath & Boffin
Limited, and it is the intention of the FES Group that the St. Julian’s boutique hotel shall also be
managed by Polymath & Boffin Limited. Founded at the height of the financial crisis in 2011,
Polymath & Boffin Limited operates on the assumption that challenges are there to be confronted. It
strives to do away with dependence on the economy, instead focusing its energies on crafting tools that
will help it forge a new path into the future.

The team hails from fields as diverse as startup advisory, corporate finance, IT and the creative
industries, adept at research and development, commerce modelling and business finance, as well as
management and productivity systems. To date, Polymath & Boffin Limited is operational in four
economic sectors: finance and corporate advisory, real estate, aviation, and the creative and cultural
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sector. Polymath & Boffin Real Estate Management Solutions Limited (P&B REMS) is at the forefront
of its operations. Operating for just under three years, it has already effected restructuring procedures
for over 70 entrepreneurs, turning the tide of misfortune, taking on 264 properties which are under or
have completed work-out procedures.

5.5 Advisors to the Issuer

Corporate Advisor and Reporting Accountant
Name: Grant Thornton

Address:  Fort Business Center, Mriehel Bypass, Birkirkara, BKR 3000, Malta

Placement Agent, Manager, Registrar and Escrow Agent
Name: Financial Planning Services Limited

Address: 4, Marina Court, Giuseppe Cali Street, Ta’ Xbiex, XBX 1421, Malta

The organisations listed above have advised and assisted the Directors of the Issuer and the directors
of the Guarantor in the drafting and compilation of the Company Admission Document.

Save for the subscription for Secured Bonds by the Placement Agent, Manager and Registrar and any
fees payable to the Placement Agent, Manager and Registrar in connection with the Bond Issue, to the
best of the Issuer’s knowledge no person involved in the Issue has an interest material to the Bond

Issue.

5.6  Auditor of the Issuer and the Guarantor

Name: BDO Malta
Address:  Triq it-Torri, Msida, MSD 1824, Malta

The Issuer and Guarantor were set up on 15 November 2018 and 6 December 2017 respectively and
from incorporation to the date of this Company Admission Document no financial statements have
been prepared. The Issuer and Guarantor have appointed BDO Malta as their auditors.

BDO Malta is a firm of certified public accountants holding a warrant to practice the profession of
accountant in terms of the Accountancy Profession Act (Cap. 281 of the laws of Malta).

5.7  Security Trustee

Name: Manduca Randon & Co Ltd
Address:  Level 1, Brittania House, 9, Old Bakery Street, Valletta VLT 1450, Malta

6 INFORMATION ABOUT THE ISSUER AND THE GUARANTOR
6.1 Historical development of the Issuer

Full legal and commercial name of the Issuer: ~ FES Finance p.l.c.
Registered address: 19-23, Conservatory Street, Floriana, Malta
Place of registration and domicile: Malta

Company registration number: C 89431
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Date of registration: 15 November 2018

Legal form: The Issuer is lawfully existing and registered
as a public limited company in terms of the
Act

Telephone numbers: +356 2033 0043

Email: info@fes.com.mt

Website: www.fes.com.mt

The Issuer is, except for two ordinary B shares, which are held respectively by Mr Christopher Vella
and Dr Reuben Debono, a fully-owned subsidiary of the Guarantor, which latter entity is the parent
company of the FES Group.

The Issuer was registered as FES Finance p.l.c. on 15 November 2018 registered in terms of the
Companies Act, with company registration number C 89431. The Issuer is domiciled in Malta, having
its registered office at 19-23, Conservatory Street, Floriana, Malta. As at the date of the Company
Admission Document, the Issuer has an authorised and issued share capital of €50,000, divided into
49,998 ordinary A shares and 2 ordinary B shares, all of €1 each, and all fully paid up. At present, the
shares in the Issuer are subscribed to and held as indicated in section 10.1 of this Admission
Document.

The principal objects of the Issuer relate to carrying on the business of a finance company.
Furthermore, the issue of Secured Bonds falls within the objects of the Issuer, however, to date the
Issuer has no track record in raising finance from capital markets.

The Issuer does not intend to undertake any trading activities itself apart from the raising of capital and
the advancing thereof to the Guarantor. Accordingly, the Issuer is economically dependent principally
on the financial and operating performance of the Guarantor.

The Issuer does not have any substantial assets and is essentially a special purpose vehicle set up to act
as a financing company. The Issuer is, therefore, intended to serve as a vehicle through which the FES
Group will continue to finance its future projects, principally and in the immediate future.

The Issuer is managed by a Board of Directors (refer to section 5.1), which is entrusted with the
overall direction, administration and management of the Issuer.

The Issuer has set up a website (www.fes.com.mt) which includes an “Investor Information” section
from which investors can obtain current information on the Company. The said section shall include
all electronic communications for all information required to be disclosed under the Rules and/or
applicable law to all holders of Secured Bonds.

The Issuer operates exclusively in and from Malta.
6.2 Historical development of the Guarantor and overview of the FES Group’s business

6.2.1 Introduction

Full legal and commercial name of the FES Projects Ltd

Guarantor:

Registered address: 19-25, Conservatory Street, Floriana, Malta
Place of registration and domicile: Malta

Company registration number: C 83872

Date of registration: 6 December 2017
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Legal form: The Guarantor is lawfully existing and
registered as a private limited company in
terms of the Act

Telephone numbers: +356 2033 0043
Email: info@fes.com.mt
Website: www.fes.com.mt

The Guarantor is a private limited liability company incorporated and registered in Malta with
company registration number C 83872, having its registered office at 19-25, Conservatory Street,
Floriana, Malta. The Guarantor is the parent company of the FES Group, holding shares in the Issuer.

The main activity of the Guarantor is that of overseeing the management of the boutique hotels, as
well as acting as a holding company and invest in subsidiary companies.

As at the date of the Company Admission Document the Guarantor has an authorised share capital of
601,250 ordinary shares of €1 each and an issued share capital of 401,250 ordinary shares of €1 each,
all fully paid up and subscribed to and held as indicated in section 10.2 of this Admission Document.

6.2.1 Organisational structure

The organisational structure of the FES Group as at the Company Admission Document is illustrated
in the diagram below:

Christopher Vella Reuben Debono

50% 50%
FES|Group
[ 1
1 1
1 1
1 1
: :
1 Ordinary H H
1 1 -Ai -
B share H 09.98% . 1 Ordinary
! ! B share
1 1
1 v 1
1 1
*:— FES Finance p.l.c ‘:7

6.2.2 Group dependencies

As the Issuer itself does not carry on any trading activities, the Issuer is economically dependent on the
business prospects of the FES Group. More specifically, the Issuer is dependent on the receipt of
interest income from the Parent/Guarantor in relation to the Bond proceeds advanced by the Issuer to
its Parent/Guarantor. It is the intention of the Issuer to advance the funds and such advances will be
documented through a loan agreement entered into between the two parties. In principle, the loan
agreement shall provide that the funds will be advanced at agreed rates of interest, on an arms’ length
basis for a ten-year duration which will be repaid in line with a repayment schedule.

6.2.3 Principal activities of the Guarantor and overview of the FES Group’s business
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As stated above, the Guarantor is the parent company of the FES Group. The Group intends on
making the following investments and will therefore apply the Bond proceeds to acquire the Boutique
Hotels as outlined in the following sections. Following the acquisition of the Boutique Hotels, the
principal activity of the Guarantor shall be the management of the Boutique Hotels, which will be
carried out either directly or indirectly through subsidiary companies.

6.2.3.1 Guzira boutique hotel, Gzira

On 27 February 2019 FES Projects Limited entered into a promise of sale agreement with SJM
Enterprises Limited to acquire the following property:

) a 28-room guest house (except for the underlying tenement ‘Ali Baba Restaurant’), with all
of its airspace, built over five levels (ground floor, first floor, second floot, third floor and
fourth floor level), with external entrances and access from number six, seven and eight,
Ponsomby Street, Gzira; and

(i)  an adjacent duplex maisonette including all of its overlying roof and airspace, in part
ovetlying third party property and with its undetlying subsoil/subterrain levels, for that
part which does not overlie third party property, situated on number four, Ponsomby
Street, Gzira. This building is subject to an annual and perpetual and non-revisable ground
rent of €5.82.

As at the date of the Company Admission Document, the property is operating as a 28-room guest
house under the name Euro Guest House, and operates between April and October of each year,
closing during the winter months. It also holds a guest house and restaurant licence.

It is the intention of the FES Group to convert existing unutilised space situated on the top floor into
hotel rooms, thereby increasing the room stock from 28 to 36 rooms, as well as convert the lower
floors of the guesthouse and adjacent property into a 120-cover restaurant and takeaway outlet. These
works are expected to be carried out soonest after the issuing of the relevant permits. Consequently, as
from 1 July 2019, the FES Group shall manage a 36-room boutique hotel operating all year round,
with the commercial outlets sub-contracted to third parties. The boutique hotel shall be operated by
the Operator and managed by the Manager as explained further in section 5.3, 5.4 and 6.2.3.3.

It is the intention of the FES Group to convert the duplex maisonette into additional hotel rooms
accessed from the same premises, between November 2019 and March 2020, thereby increasing total
room stock to 56 rooms. Consequently, on 1 April 2020, the FES Group shall manage a 56-room
boutique hotel, consisting of 51 double/twin rooms, 3 single rooms and 2 apartments, provided the
necessaty works are completed on time in advance of that date following the issue of the relevant
permits.

As at the date of the Company Admission Document, the application for a permit (PA/01221/19) to
carry out internal alterations to the intermediate level over ground floor enabling the increase of the
room stock from 28 to 36 rooms has been submitted to the Planning Authority and is pending
approval. The application of permits to convert the adjacent property and lower floors and develop the
additional hotel rooms and commercial outlets have not yet been submitted to the Planning Authority
and approved.

The Issuer is aware that the guesthouse has additional rooms than the 24 rooms that are authorised but
it is confident that the matter will be duly regularised and sanctioned with the pending application
(PA/01221/19).

The property is being sold as free and unencumbered for an aggregate consideration of €3.25 million,
with all its rights and appurtenances, free from any burdens, servitudes, hypothecs and privileges and
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free from any rights whether real or personal in favour of any person or other property, with free and
vacant possession, free from any requisition or expropriation orders. The property is being sold
inclusive of any rights on the name of the guest house, namely Euro Guest House. A deposit of
€100,000 has been paid as at the date of the Company Admission Document.

The promise of sale shall remain valid until 19 March 2019.

A valuation on the Gzira boutique hotel has been carried out by Architect and Civil Engineer Adrian
Mangion of Archi+ Architects’” Studio and is attached hereon in Annex B. The said valuation has been
drawn up in accordance with the standards issued by the Royal Institute of Chartered Surveyors
(RICS). According to the said valuation the current value of the Gzira boutique hotel may be estimated
at €5,250,000.

6.2.3.2 St Julian’s boutique hotel, St Julian’s

On 15 December 2017, FES Projects Limited entered into a preliminary agreement with a third party
to obtain a 49-year temporary emphyteusis commencing from the signing of the public deed
establishing the emphyteutical grant, on a site including airspace, as well as an adjacent plot of land
situated on 21, Triq Wied Ghomor, St. Julian’s. The preliminary agreement is valid until 12 June 2019.

The temporary emphyteusis can be terminated following expiration of the first 35-years by either party,
unless the FES Group defaults in the payments of ground rent, in which case the agreement may be
immediately terminated by the other party and the property would be promptly relinquished.

It is the intention of the FES Group to develop the current property into a 23-room boutique hotel,
consisting of 10 superior rooms and 13 suites, with views, pool and decking area, breakfast area, roof
top bar and café. All development works are expected to be carried out soonest after the issuing of the
relevant permits, with the boutique hotel expected to be operational as from 1 July 2020. The boutique
hotel shall be operated by the Operator and managed by the Manager as explained further in sections
5.3,5.4 and 6.2.3.3

At the date of this Company Admission Document, the third party appeal (PAB/00167/18) against
approval of PA/03805/17, being the construction of Class 3A guest house and related amenities in lieu
of previously approved villa covered by PA01576/12 is still pending. The development of the St.
Julian’s boutique hotel is subject to the appeal being denied by the Environment Planning Review
Tribunal, and that following such rejection, the appellant does not successfully seek further redress as
afforded by law. The last hearing before the Environment Planning Review Tribunal took place on 6
December 2018. The hearing was deferred for the Environment Planning Review Tribunal to deliver

its decision.

The property shall be granted as free and unencumbered, save for any privileges atforded by law, in
return for an annual ground rent payable one year in advance, with all its rights and appurtenances,
with free and vacant possession, free from any requisition or expropriation orders.

0.2.3.3 Agreements with Operator and Manager

The arrangement in place with Casa Boutiques Ltd, the Operator, is regulated by a three-year
agreement dated 24 October 2018, which can be extended by mutual agreement for further three year
periods, to regulate the operations of the Gzira boutique hotel. In terms of the agreement the
Operator is responsible for the management, supervision and operation of the Gzira boutique hotel, in
return for a fee based on monthly revenue generated. The ordinary maintenance (created through the
wear and tear of regular use) of the Boutique Hotels shall be undertaken by the Operator, whilst
extraordinary repair or extraordinary maintenance, or structural alterations, additions or improvements
require the Guarantor’s prior written consent and shall be carried out at the Guarantor’s own expense.
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The Guarantor may, during the term of the agreement, terminate said agreement if material events of
default occur (for instance, if the Operator registers a gross operating loss in the first year of
operations). The Operator may terminate the agreement if the Guarantor materially breaches said
agreement and fails to cure the breach within 60 days, should a cure be possible within the stipulated
time period. Termination by the Operator shall be subject to a three month notice period.

The Gzira boutique hotel shall be managed by Polymath & Boffin Limited, the Manager, and the
arrangement in place is regulated by a ten-year agreement dated 31 January 2019. In terms of the
agreement the Manager is responsible for property management, property management and
preparation of accounts in return for a fixed annual fee. The Manager is also responsible for
extraordinary activities which may occur including business consultancy aimed at rectifying shortfalls in
the Operator’s performance and analysis and planning of potential financial and operational
restructuring, which are billed at an houtly rate.

It is the intention of the FES Group to appoint both the Operator and the Manager to operate and
manage respectively, the St. Julian’s boutique hotel.

6.2.4 Principal markets

The FES Group operates exclusively in and from Malta.

6.2.5 Business development strategy

The Group’s business strategy focuses on achieving positive and sustainable financial and operational
results together with long-term appreciation in the value of Group properties.

In implementing the Group’s development strategy, the directors aim to identify and acquire/lease real
estate in Malta, particularly in the Sliema, Gzira and St Julian’s area, which they believe has the
potential to be developed and/or refurbished into boutique hotels, which will be subsequently
operated by an operator and managed by the Manager.

The Group aims to provide services at the Group’s boutique hotels in line with the expectations of
customers typically seeking accommodation in 3 star and 4 star boutique hotels or similar
accommodation. Through the provision of better quality offerings, the appointment of an operator
specialising in boutique hotels and the adoption and implementation of strategies that allow it the
flexibility to adapt to changing market conditions, the Group will be able to achieve its objective of
improving occupancy levels and average room rates.

The directors are aware that electronic booking portals have in recent times gained importance in
generating room reservations. In this respect, the Group shall continuously optimise the websites of its
boutique hotels, and develop an online reservation system and invest in online marketing.

From a cost perspective, improved results shall be achieved through the implementation of cost-
control and energy efficient measures in Group properties, as well as the appointment of an operator,
who shall be responsible for the day-to-day running of the boutique hotels.

6.2.6 Security Property
Security for the fulfilment of the Issuet’s obligations in terms of the Bond Issue is to be granted in

favour of the Security Trustee for the benefit of Bondholders, by way, znfer alia, of Collateral over the
Security Property described hereunder.
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Address Value as at date
of Registration

Document (€)

4, 6, 7 and 8, Ponsomby Street, Gzira, Malta 5,250,000
Total 5,250,000

In terms of the Trust Deed, the Security Trustee shall reserve the right to demand further immovable
property owned by the Group or the Guarantor’s shareholders to be given as Security Property for the
purposes of the Secured Bonds, should at any given time the value of Security Property, pursuant to an
independent architect’s valuation report, be lower than the nominal value of outstanding Secured
Bonds in issue.

Pursuant to the Security Trust Deed, the Guarantor and the Company agree to jointly and severally
between them guarantee the punctual performance by the Company of the Secured Bond obligations
by entering into the Guarantee, which shall become effective upon the full subscription of the Secured
Bonds. In support of the Guarantee and as part of the Collateral the Guarantor has agreed to grant a
first special hypothec over the Security Property for the full amount of €5,250,000

The Collateral will secure the claim of the Security Trustee, for the benefit and in the interest of
Bondholders, for the repayment of the principal and interest under the Secured Bonds by a preferred
claim over the Security Property.

Accordingly, following the issue of the Secured Bonds and application of the Bond Issue proceeds in
accordance with the terms of the Company Admission Document, Part Two, the Security Trustee will
have the benefit of a first special hypothec over the Security Property for the full amount of
€5,250,000.

6.2.7 Dynamics for closing

Following the Bond Issue, all proceeds shall be held by the Escrow Agent who shall, save for the
payment of the expenses related to the Bond Issue, retain all remaining Bond Issue proceeds until all
security for the benefit of Bondholders has been duly petrfected and registered and the Secured Bonds
are admitted to the Prospects MTF List of the Malta Stock Exchange, as outlined in the Security Trust
Deed.

Indeed, the Secured Bonds shall not be admitted to the Prospects MTF List of the Malta Stock
Exchange unless the Security Property has been hypothecated in accordance with the provisions of the
Security Trust Deed. It is expected that within 15 Business Days from the close of the Bond Issue,
whilst the Bond net proceeds shall remain under the control of the Escrow Agent to be released only
in accordance with this Company Admission Document and the Escrow Agreement:

I. The Guarantor shall appear on a deed of sale and purchase the Gzira boutique hotel and the
Escrow Agent shall release out of the Bond Issue proceeds the amount of €3,320,000, in
accordance with the Escrow Agreement, required to discharge the cash portion of the purchase
consideration of the said immovable property and any related costs of acquisition; and

II. 'The Issuer and/or the Guarantor, as applicable, and the Security Trustee simultaneously with
sub-paragraph (I), will then enter into a notatial deed pursuant to which the Issuer and/or the
Guarantor shall constitute a first special hypothec over the Security Property.

Following registration of the notarial deeds described above and the presentation to the Security
Trustee of the appropriate notes of hypothec, the Escrow Agent shall release the remaining net
proceeds of the Bond Issue to the Issuer for the purposes and in the manner outlined below, only as
and when the relevant payments are legally due, as indicated in the Escrow Agreement:
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(i) Conversion/Development of Gzira boutique hotel: An amount of up to €467,000 is to be
utilised for the putposes of conversion/development of the said existing property into a 56-room
boutique hotel.

(i) Establishment of emphyteutical grant in relation to, and development of, the St. Julian’s
boutique hotel: An amount of up to €1,111,000 is to be utilised for the purposes of development
of the said existing property into a 23-room boutique hotel, and the acquisition thereof by means
of an emphyteutical grant.

With respect to the acquisition of immovable property set out above, the Escrow Agent shall be
empowered to take all such measures as it may consider appropriate or necessary to ensure that any
portion of the purchase consideration due to the respective seller is paid directly to creditors of the
said seller who may have registered security interests over the lands being purchased by the Issuer
provided the requisite simultaneous cancellation of the said security interests shall have been duly
assured, so as to ensure that the purchase is made as free and unencumbered of any such security
interests and to enable the Security Trustee to take the security interests over the said immovable
property in question.

The Bond Issue proceeds are to be made available to the Guarantor by way of an intra-group loan,
whereby the Issuer and Guarantor shall enter into loan agreement for the amount of €4,898,000,
having a term of not more ten years, and which carries a fixed interest rate and capital repayments in
line with the sinking fund transfers.

7 TREND INFORMATION AND FINANCIAL PERFORMANCE
7.1 Trend information of the Issuer

The Issuer is dependent on the business prospects of the Guarantor and therefore, the trend
information of the Guarantor (detailed below) has a material effect on its financial position and

pro spects.

There has been no material adverse change in the prospects of the Issuer since its incorporation.

7.2 Trend information of the Guarantor
7.2.1.1 The overall tourism performance in Malta

The Maltese tourism industry has, in recent years, been renowned for its unabated growth, with each
passing year yielding new record highs of inbound tourists visiting the island. Indeed, the tourism
industry is considered to be a crucial pillar of the economy as, directly and indirectly, it is estimated to
account for 29% of Malta’s GDP (National Tourism Policy 2015-2020) and 49,500 jobs, or 27.8% of
total employment (WTTC 2017 Economic Impact report for Malta).

The resilient performance in the tourism sector observed over the past few years has persisted over the
past five years in terms of inbound tourists. NSO data for 2017, revealed that the influx for the year
stood at 2.3 million tourists — representing an increase of 16.4% over the previous year, with a further
increase of 15.2% between January to August 2018, when compared to the same period in 2017. Over
the past 5 years (2013-2017), there has been an average increase of 9.8% per annum. According to the
NSO, this improvement was mostly driven by an increase in the number of leisure tourists. The below
diagram illustrates the development of the Maltese tourism industry over the past 5 years, showing
both percentage growth as well as growth in absolute terms.
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Malta inbound tourism growth over the past 5 years
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As illustrated in the chart below, the number of tourists visiting Malta peak between April and
September (two thirds of inbound tourists arrive during this period), due to the fact that Malta is
principally perceived by tourists as a ‘sun and culture’ destination. Furthermore, repeat tourism also
flourished between January and December 2017, with 27% of inbound tourists being repeat tourists.
Moreover, the peak months of July and August attracted a lower percentage of repeat tourists than the
average for the period, indicating that a higher percentage of inbound tourists returned to Malta during
less busy months to spend more time exploring what the Maltese islands have to offer.

Seasonality of inbound tourists between January 2014 and August 2018

350,000
300,000
250,000

200,000

150,000
100,000 -
=i Il |1 Il

No. of inbound tourists

o

TITITITSTLTISTSTTISISTOO DLWV WWIDLD © © OO WOW©EOW©©O©ONRNMNMNNNMNNINSNSNINSINSOD®®O®®®©OD ©

Sources: National Statistics Office

Along with the substantial increase in tourist head count over recent years came a complimentary
increase in the aggregate level of tourist expenditure in each year. According to NSO statistics, total
tourist expenditure in Malta between January and December 2017 reached €2.0 billion, representing an
increase of 13.9% and 4.3% over the total expenditure in 2016 and 2015 respectively. However, the
expenditure per capita (which consists of air/sea fares, accommodation and other expenditure) has
gradually decreased over time. This decrease in expenditure per capita was partly due to the fact that
air/sea fares have decreased, as well as due to a decrease in the average length of stay, as an increasing
number of tourists opted to visit Malta for shorter breaks.

Malta tourism expenditure over the past 5 years

Year Total expenditure (€000) Expenditure per capita (€)

2013 1,440,379 910
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2014 1,528,765 905

2015 1,639,067 919
2016 1,708,952 869
2017 1,946,894 856

Sources: National Statistics Office

The United Kingdom and Italy are Malta’s main tourism source, accounting for 25% and 16% of
inbound tourists in 2017 respectively, followed by Germany and France with each accounting for
around 8% of total inbound tourists.

Going forward, the prospects of the local tourism industry continue to look positive. The unstable
socio-political economic situations of some of Malta’s closest competitors around the Mediterranean,
as well as the continuing upgrading of the local tourism product in general are set to remain drivers of
growth. In fact, the WTTC expects the Maltese tourism industry to contribute a total of €4.0 billion to
GDP by 2027, representing 34.6% of GDP in 2027. Total contribution to employment is also expected
to grow to 66,000 jobs by 2027, representing an annual increase of 2.7%. This further highlights the
significant role tourism is expected to play in Malta’s economic performance going forward. On the
downside, competition from other Mediterranean countries is likely to remain strong. Efforts by the
Malta Tourism Authority have been aimed to attract more visitors from new markets, as this strategy
aims to ensure that the Maltese hospitality industry remains competitive and sustainable in the years to

come.

Focus will be maintained on increasing arrivals during the winter months and attracting more visitors
from new markets to Malta. This bodes well for the Maltese hospitality industry as the expectation is to
continue to grow revenues and increase profitability.

7.2.1.2 Accommodation trends in Malta
Tourist accommodation capacity in Malta consisted of 33,014 beds in 2017, spread across 122 hotels in
the two, three, four and five star categories. This increases to 44,378 beds, spread across 193 serviced

accommodation units and 2,005 self-catering accommodation units, when additional forms of serviced
accommodation and self-catering accommodation are included, as set out in the table below.

Tourist accomodation capacity Malta, 2017

5 Star 13 6,842
4 Star 37 14,772
3 Star 52 9,946
2 Star 20 1,454
Hotels 122 33,014
Tourist village 1 612
Guest houses/hostels 70 3,368
Total Serviced Accomodation 193 36,994
Self-Catering Accomodation 2,005 7,384
Total Tourist Accomodation 2,198 44,378

Sources: Malta Tourism Authority
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Total nights spent by inbound tourists in 2017 went up by 10%, reaching 16.5 million nights. During
2017, total guests (residents and non-residents) in collective accommodation establishments situated in
Malta surpassed 1.7 million, an increase of 13.0% over the same period in 2016. Guest nights in
collective accommodation in Malta, reached almost 9.2 million nights, with an average stay of 5.3 days
per guest. Within the collective accommodation establishments situated in Malta, the 4 star and 3 star
hotels gained 83,345 guests (+12.4%) and 76,695 guests (+20.3%) respectively in 2017 when compared

to a year catlier.

As depicted in the below charts, although three and four star hotels accommodate 75% of all hotel
beds in Malta, 78% of guest nights (including residents and non-residents) were spent in three and four
star hotels.

Hotel bed capacity in Malta Guest nights in Malta
2 Star 2 star
4% 3% 5 star

5 Star
21%

3 star

3Str 2%

30%

4 Star 4 star
45% 51%
Sources: Malta Tourism Authority
7.2.1.3 The hospitality trends in Malta

The hospitality industry in Malta has welcomed the increase in tourist arrivals throughout the past four
years with a complementary increase in performance. Data from the Malta Hotels and Restaurants
Association illustrates that over the past four years all hotel categories managed to register year-on-year
increases in both occupancy and average daily rate. The improvement in both the average daily rate
and occupancy has positively impacted the industry’s bottom-line. In fact, as set out below, over the
past five years, the Gross Operating Profit per Available Room (GOPAR) of all hotel categories

increased by 89.8%, 98.9%, and 61.7% in the 5-star, 4-star, and 3-star categories respectively.
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Sources:

Sources:

Occupancy

Malta Hotels and Restaurants Association

Average daily rates

Malta Hotels and Restaurants Association
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Gross Operating Profit per Available Room

Sources: Malta Hotels and Restaurants Association

7.2.1.4 Competitor analysis of average daily rates in St. Julian’s/Gzira area

As set out in section 8, the Guarantor is expecting to attract an average daily rate per available room of
€77 on the Gzira boutique hotel and €134 on the St. Julian’s boutique hotel. For comparison purposes,
reference is made to the average rates extracted from Booking.com for comparable guesthouses/hotels
within St. Julian’s/Gzira area, excluding VAT. Such a comparison highlights that the rates pet sqm
included in the projections are in line with market rates of those guesthouses/hotels in the vicinity of
the Boutique Hotels.

Boutique hotel Location Standard double  Superior double

room ADR (excl  room ADR
JAT) (excl VAT)

Hotel Valentina St. Julian’s €135 n/a

The George Hotel | St. Julian’s €108 €137

Hotel Argento St. Julian’s €107 €136

Bayview Hotel Gzira €69 n/a

115 The Strand Gzira €87 n/a

Hotel

Hotel Kennedy Gzira €79 n/a

Nova

Sliema Marina Gzira €89 n/a

Hotel

Notes:  Average daily rate is based on www.booking.com prices for the period October 2018 to September 2019 excluding VAT
Sources: Booking.com

8 HISTORICAL FINANCIAL INFORMATION
8.1 Financial information on the Issuer

The Issuer was set up on 15 November 2018 to issue the Secured Bonds and lend the proceeds to FES
Projects Ltd. The Issuer has not conducted any business and has no trading record. Since
incorporation to the date of this Admission Document, no financial statements have been prepared in

respect of the Issuer.
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There has not been any significant change in the financial or trading position of the Issuer, which has
occurred since the Issuer’s date of incorporation.

8.2 Financial information of the Guarantor

The Guarantor was registered and incorporated on 6 December 2017 and has not conducted any
business since the date of its incorporation except for the preliminary agreements entered into with
respect to the Gzira boutique hotel and the St. Julian’s boutique hotel, and the agreements with the
Operator and Manager in respect to the Gzira boutique hotel. Consequently, the Guarantor has no
trading record and since incorporation to the date of this Document, no financial statements have

been prepared in respect of the Guarantor.

There has not been any significant change in the financial or trading position of the Guarantor, which
has occurred since the company’s date of incorporation.

Set out below are projections for the financial years ending 31 December 2019, 2020, 2021 and 2022,
based on the consolidated position of the FES Group, which includes the projected financial
statements of the Guarantor and the Issuer. The projections assume that:

a) the interest commences on 1 April 2019;

b) that the Gzira boutique hotel is acquired and operates as a 36 room boutique hotel as from 1
July 2019, and as a 56 room boutique hotel as from 1 April 2020,

¢) that the development on the St. Julian’s boutique hotel is complete by 1 July 2020

8.2.1 Income statement

Consolidated income statement

'€000 FY2019 FY2020 FY2021 FY2022
Revenue 499 1,350 1,814 2,035
Costof sales (190) (483) (642) (710)
Gross profit 309 867 1,172 1,325
Administrative expenses (673) (587) (690) (742)
Operating profit (364) 280 482 583
Net finance costs (263) (330) (331) (332)
Profit before tax (627) (50) 151 251
Tax expense 64 4 (82) (117)
Profit after tax (563) (46) 69 134

Sources: FES Group projections for the years ending 2019, 2020, 2021 and 2022

Turnover
Revenue shall be generated through the operation of the Group’s Boutique Hotels, which include the:

i) Acquisition of a 28-room guest house in Gzira and conversion into a 36-room boutique
hotel, with revenue expected to commence as from 1 July 2019. Further development
works are expected to be catried out in winter 2019/2020, theteby increasing room stock
56 rooms as from 1 April 2020. As a result, as depicted in the below chart, revenue from
the Gzira boutique hotel is projected to stabilise at €1.2 million as from FY2021, based on
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a 73% occupancy and average daily rate of €77/room (excl VAT), as well as the sub-
contracting of the commercial outlets;

i) Development of the site situated in St.Julian’s into a 23-room boutique hotel, which is
expected to be inaugurated on 1 July 2020. Following a gradual increase in occupancy
levels, revenue is expected to stabilise at €0.8 million in FY2022, based on a 70%
occupancy and average daily rate of €134/room (excl VAT).

Analysis of turnover
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As illustrated in the above chart, turnover is projected to total €499k during FY2019, increasing to €1.4
million in FY2020 and stabilising at €2.0 million as from FY2022 onwards.

Direct costs

Direct costs are expected to stabilise at c. €0.7 million per annum as from FY2022 and shall consist of
direct wages and other costs directly related to the hotel operations, including consumables, laundry
and commissions. As a result, the FES Group is expected to generate a gross profit margin of c. 65%.

Administrative expenses

Administrative expenses shall primarily comprise the Manager and Operator fee, marketing costs,
professional fees, insurance costs and ongoing bond issue costs. Such costs are expected to stabilise to
c. €500k per annum from FY2021. Amortisation and depreciation costs shall stabilise at c. €200k per
annum and shall include the amortisation of bond issue costs and right of use asset, as well as
depreciation on the Boutique Hotels.

As a result, operating profit is expected to stabilise at €0.6 million as from FY2022.

Finance costs

Finance costs consist of interest on the Bond and the unwinding of interest on the finance lease
liability, given that the temporary emphyteusis entered into on the St. Julian’s hotel is accounted for

under IFRS 16 Leases. As from FY2024, the FES Group will be contributing towards a sinking fund,
which is expected to generate interest income of 1.5% net of final withholding tax.
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The FES Group’s profit after tax is expected to improve with continuous profits expected to be
generated as from FY2022. FES Group shall not be distributing any dividends to its shareholders
during the first three years of the Bond.
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8.2.2 Statement of financial position

Consolidated statement of financial position

FY2019 FY2020 FY2021
ASSETS
Non-current assets
Property, plantand equipment 7,997 8,649 8,523 8,398
Intangible assets 94 84 74 64
Deferred tax asset 83 111 54 -
Total non-current assets 8,174 8,844 8,651 8,462
Current assets
Inventories 6 19 26 30
Trade and other receivables 39 1M 152 172
Cash and cash equivalents 602 52 282 586
Total currentassets 647 182 460 788
Total assets 8,821 9,026 9,111 9,250
EQUITY AND LIABILITIES
Equity
Share capital 401 601 601 601
Revaluation 2,085 2,077 2,070 2,063
Retained earnings (563) (609) (540) (406)
Total equity 1,923 2,069 2131 2,258
Non-current liabilites
Borrowings 5,000 5,000 5,000 5,000
Finance lease liability 1,537 1,542 1,549 1,556
Deferred tax liability 291 288 284 280
Total non-current liabiliies 6,828 6,830 6,833 6,836
Current liabiliies
Trade and other payables 20 53 73 82
Borrowings - - - -
Finance lease liability 50 74 74 74
Toftal current liabilites 70 127 147 156
Total liabilites 6,898 6,957 6,980 6,992
Total equity and liabilities 8,821 9,026 9,111 9,250
Gearing (net debt/net debt + equity) including finance lease liability 75.7% 76.0% 74.8% 72.8%
Gearing (netdebt/net debt + equity) excluding finance lease liability 69.6% 70.5% 68.9% 66.2%

Sources: FES Group projections for the years ending 2019, 2020, 2021 and 2022

The FES Group’s financial position is expected to remain rather stable throughout the projected
period.

The Group’s non-current assets are expected to reach €8.2 million by 31 December 2019. These
include:

a) the acquisition and development works on the Boutique Hotels, whereby based on the
valuation report set out in Annex B, the projections include a revaluation on the Gzira
boutique hotel during FY2019 to €5.25 million;

b) the right-of-use asset, which is the capitalisation of the temporary emphyteusis as required
under IFRS 16 Leases. Non-current assets ate projected to decrease over time in line with the
depreciation on property, plant and equipment and the amortisation of the right-of-use asset
which is expensed equally over the emphyteutical term.
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A sinking fund will be built up gradually between FY2024 and FY2029. The sinking fund money will
firstly be used to buy back any Bonds on the stock market, with any excess cash invested in bonds
and/or treasury bills.

Working capital requirements, which includes inventory and trade and other receivables net of trade
and other payables are expected to remain stable at €0.1 million in the projected period, with both
receivables and payable days expected to stabilise at 30 days.

As at 31 December 2019 FES Group’s indebtedness is expected to amount to €5.0 million and
comprises of the Secured Bonds in issue, but increases to €6.5 million when the finance lease liability is
also factored in. As a result, gearing peaks at 76% as at 31 December 2020, when calculated inclusive
of the finance lease liability, but peaks at 71%, when calculated exclusive of the finance lease liability.
Total equity is expected to total €1.9 million as at 31 December 2019, following the revaluation of the
St. Julian’s boutique hotel based on the valuation report set out in Annex C, net of a 35% deferred tax
and the accounting of negative goodwill arising on the acquisition of the Gzira boutique hotel,

combined with the revaluation of the Gzira property in line with the valuation report set out in Annex
B.

8.2.3 Statement of cash flow

Consolidated statement of cash flows

'€000 FY2019 FY2020 FY2021 FY2022
Cash flows from operating activities

Operating profit (364) 280 482 583
Add back depreciation and amortisation 140 187 194 202
Payment of ground rent - (50) (74) (74)
Working capital adjustments

Changes in inventory (6) (13) (8) (3)
Changes in receivables (39) (73) (41) (19)
Changes in payables 20 34 19 10
Operating cash flow (249) 365 572 699
Interest paid (188) (250) (250) (250)
Tax paid (19) (25) (25) (65)
Net cash (used in)/ generated from operating activities (456) 90 297 384
Cash flow from investing activities

Payments for property, plantand equipment (4,141) (840) (69) (78)
Net cash used in investing activities (4,141) (840) (69) (78)
Cash flow from financing activities

Proceeds fromissue of shares 300 200 -

Proceeds from bond issue 5,000 - -

Bond issue costs (102) - -

Net cash generated from financing activities 5,198 200 -

Movement in cash and cash equivalents 601 (550) 228 306
Cash and cash equivalents at the beginning of the year 1 602 52 280
Cash and cash equivalents at end of year 602 52 280 586

Sources: FES Group projections for the period 1 September 2018 to 31 December 2019 and the years ending 2020, 2021 and 2022

The Bond proceeds, net of issue costs, will be fully invested in the Boutique Hotels. In fact, with the
€5.0 million Bond Issue, the FES Group is planning to:

. acquire and further develop the Gzira boutique hotel;

. develop the site in St. Julian’s into a boutique hotel;
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as outlined in section 22.1.

Resultant cash reserves are expected to reach €0.6 million by 31 December 2022. As from FY2024 the
Group will gradually transfer part of its cash balance towards a sinking fund, in preparation for the
redemption of the Bonds.

8.3  Capital resources

The following table sets out the projected capitalisation and indebtedness of the FES Group as at 31
December 2019 and the estimate after reflecting the issue of the Secured Bonds:

Projected indebtedness of FES Group as at 31 December 2019 and the estimate after
reflecting the issue of the Bonds:

Funding

Bond issue 5,000
Less: cash and cash equivalents (602)
Netdebt after bond issue 4,398
Equity

Projected equity as at 31 December 2019 1,923
Equity 1,923
Gearing ratio after bond issue (net debt/net debt + equity) 69.6%

Sources: FES Group projections for year ended 31 December 2019

Gearing was calculated as net debt after Bond Issue divided by the aggregate equity, but excludes the
finance lease liability.

9 MANAGEMENT AND ADMINISTRATION
9.1 The Issuer
9.1.1 The Board of Directors of the Issuer

The Memorandum of Association of the Issuer provides that the affairs of the Issuer shall be managed
and administered by a Board of Directors to be composed of not less than three (3) and not more than
seven (7) Directors, who are appointed by the shareholders.

Directors of the Issuer are appointed by means of a resolution in general meeting. Accordingly, the
Guarantor is empowered to appoint the Directors of the Issuer, thereby putting it in a position to
appoint an absolute majority of the Directors of the Issuer and, accordingly, have control over the
management and operations of the Issuer.

The Issuer is currently managed by a Board of four (4) Directors, who are responsible for the overall
direction and management of the Issuer. The Board currently consists of two executive Directors, who
are entrusted with the Issuet’s day-to-day management and two non-executive Directors, all of which
are independent of the Issuer, whose main functions are to monitor the operations of the executive
Directors. In line with generally accepted principles of sound corporate governance, at least one (1) of
the Directors shall be a person independent of the FES Group. All of the Directors of the Issuer were
elected by the shareholders upon the Issuer’s incorporation. No Directors have been removed since

the Issuer’s inception.
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As at the date of the Company Admission Document, the Board of the Issuer is composed of the
individuals listed in section 5.1 of this Company Admission Document.

None of the Directors of the Issuer have been:
a) convicted in relation to fraud or fraudulent conduct in the last five (5) years;
b) made bankrupt or associated with any liquidation or insolvency caused by action of creditors;

¢) the subject of any official public incrimination or sanction by any statutory or regulatory
authority; or

d) disqualified by a court from acting as director or manager in the last five (5) years.

The Directors believe that the Issuer’s current organisational structure is adequate for its present
activities. The Directors will maintain this structure under continuous review to ensure that it meets
the changing demands of the business and to strengthen the checks and balances necessary for better
corporate governance.

9.1.2 Non-Executive Directors

The non-executive Directors’ main functions are to monitor the operations of the executive Directors
and their performance, as well as to review any proposals tabled by the executive Directors.

The Non-Executive Directors are Mr Paul Bugeja and Dr Edward Woods.
9.1.3 Directors’ service contracts

None of the directors have a service contract with the Issuer.
9.1.4 Conflict of interest

Mr Christopher Vella and Dr Reuben Debono, in addition to sitting on the Board of Directors of the
Issuer, also act as directors of the Guarantor. Moreover, Mr Christopher Vella also forms part of the
Audit Committees of the Issuer. In addition, Mr Christopher Vella sits on the board of the Manager
(Polymath & Boffin Limited) and Polymath & Boffin Real Estate Management Solutions Limited.
Conflicts of interest could potentially arise in relation to transactions involving the Issuer and the
Guarantor and Polymath & Boffin Limited, when considering that the latter company has been
appointed as manager of the Boutique Hotels.

In light of the foregoing, such Directors are susceptible to conflicts between the potentially diverging
interests of the Issuer and the Guarantor, as the case may be, and the Manager (Polymath & Boftin
Limited), in transactions entered into, or proposed to be entered into, between them. The Audit
Committee of the Issuer has the task of ensuring that any potential conflicts of interest that may arise
at any moment pursuant to these different roles held by directors are handled in the best interest of the
Issuer, the Guarantor and the FES Group and according to law. The fact that the Audit Committee of
the Issuer is constituted with a majority of non-executive Directors, who are also independent of the
FES Group and the Manager (Polymath & Boffin Limited), provides an effective measure to ensure
that transactions between related parties are vetted by the Audit Committee are determined on an
arm’s length basis at all times and on a continuing basis.
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Additionally, the Audit Committee has, pursuant to the relative terms of reference, been granted
express powers to be given access to the financial position of the Issuer, the Guarantor and any other
entity comprising the FES Group on a quartetly basis. To this effect, the Issuer, the Guarantor and any
other entity forming part of the FES Group are to submit to the Audit Committee quarterly accounts,
as well as comparisons of actuals against projections.

To the extent known or potentially known to the Issuer and the Guarantor, as at the date of the
Company Admission Document, there are no other potential conflicts of interest between any duties
of the Directors of the Issuer and the Guarantor and their private interests and/or their other duties
which require disclosure in terms of the Prospects MTF Rules.

9.1.5 Loans to Directors

There are no loans outstanding by the Issuer to any of its Directors, nor any guarantees issued for their
benefit by the Issuer.

9.1.6 Removal of Directors

In terms of the Issuer’s Articles of Association, unless appointed for a longer or shorter period, or
unless they resign or are removed, Directors shall hold office for a period of one (1) year. Provided
that no appointment may be made for a period exceeding three (3) years. Provided further that an
election of Directors shall take place every year. All Directors, except a Managing Director, shall retire
from office once at least in each three (3) years, but shall be eligible for re-election. The Directors of
the Issuer currently in office are expected to remain in office at least until the next annual general

meeting of the Issuer.

The present directors shall remain in office until they resign, retire or are removed at any time by the
shareholders.

9.1.7 Powers of Directors

By virtue of the provisions of the Articles of Association of the Issuer, the Directors are empowered to
transact all business which is not by the Articles expressly reserved for the shareholders in general
meeting. Specifically, the Directors are vested with the management of the Issuer and their powers of
management and administration emanate directly from the Memorandum and Articles of Association
and the law. The Directors are empowered to act on behalf of the Issuer and, in this respect, have the
authority to enter into contracts, sue and be sued in representation of the Issuer.

Directors may not vote on any contract, arrangement or investment in which they have a personal
material interest, whether direct or indirect.

In terms of the Memorandum and Articles of Association, the Board of Directors may exercise all the
powers of the Issuer to borrow money and to issue debentures, debenture stock and other securities
whether outright or as security for any debt, liability or obligations of the Issuer or of any third party as
it thinks fit, subject to any limit as may be established in the Articles of Association and the overriding
authority of the shareholders in general meeting to change, amend, restrict and/or otherwise modify
such limit and the Directors’ borrowing powers.

The Non-Executive directors’ main functions are to monitor the FES Group operations as well as
ensure that the interests of the Bondholders are upheld at all times.

9.1.8 Aggregate emoluments of Directors
79



~

Pursuant to the Issuer’s Articles of Association, the maximum annual aggregate emoluments that may
be paid to the Directors are approved by the shareholders in general meeting.

The remuneration of Directors is a fixed amount per annum and does not include any variable
component relating to profit sharing, share options or pension benefits.

For the financial period ending on the 31 December 2019 it is expected that the Issuer will pay an
aggregate of €30,000 to its Directors.

9.1.9 Employees

The Issuer does not have any employees of its own and is, therefore, reliant on the Guarantor and
Manager for administrative support.

9.1.10 Working capital
As at the date of the Company Admission Document, the Directors of the Issuer and the directors of
the Guarantor are of the opinion that the working capital available to the Issuer and the Guarantor
respectively, is sufficient for the attainment of their objects and the carrying out of their respective
business for the next twelve (12) months of operations.
9.2 The Guarantor

9.2.1 The Board of Directors of the Guarantor
The Memorandum of Association of the Guarantor provides that the board of directors shall be
composed of not less than two (2) and not more than four (4) directors. As at the date of the
Company Admission Document, the board of directors of the Guarantor is composed of two directors
as listed in section 5.2 of this Company Admission Document.

9.2.2 Directors’ service contracts
None of the directors have a service contract with the Guarantort.

9.2.3 Removal of the Guarantor’s directors
A director of the Guarantor may, unless he resigns, be removed by an ordinary resolution of the
shareholders as provided by Article 140 of the Act. The directors of the Guarantor currently in office
are expected to remain in office at least until the next annual general meeting of the Guarantor.

9.2.4 Loans to the directors

There are no loans outstanding by the Guarantor to any of its directors, nor any guarantees issued for
their benefit by the Guarantor.

9.2.5 Aggregate emoluments of the Guarantor’s directors

The maximum annual aggregate emoluments that may be paid to the Directors shall be fixed according
to any applicable law.

The remuneration of directors is a fixed amount per annum and does not include any variable

component relating to profit sharing, share options or pension benefits.
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For the financial period ending on the 31 December 2019 it is expected that the Guarantor shall not
pay any emoluments to its directors.

10 MAJOR SHAREHOLDERS
10.1 Major shareholders of the Issuer
The Issuer has an authorised and issued share capital of €50,000 divided into 49,998 ordinary A shares

and 2 ordinary B shares, all of a nominal value of €1 each which are subscribed to and allotted as fully
paid shares, as follows:

Name of shareholder Number of shares held
FES Projects Ltd 49,998 ordinary A shares
Mr Christopher Vella 1 ordinary B share
Dr Reuben Debono 1 ordinary B share

To the best of the Issuer’s knowledge there are no arrangements in place as at the date of the
Company Admission Document, the operation of which may at a subsequent date result in a change in
control of the Issuer.

The Issuer adopts measures in line with the Code of Principles of Good Corporate Governance
forming part of the Listing Rules (the “Code”) with a view to ensuring that the relationship with its
major shareholders is retained at an arm’s length, including adherence to rules on related party
transactions requiring the sanction of the Audit Committee, which is constituted in the majority by
non-executive Directors, all of which are independent. Mr Paul Bugeja also acts as Chair. The Audit
Committee has the task of ensuring that any potential abuse is detected, managed, controlled and
resolved in the best interests of the Issuer. The composition of the Board, including the presence of

two non-executive Directors, effectively minimises the possibility of any abuse of control by any major
shareholder.

10.2 Major shareholders of the Guarantor

The Guarantor’s current authorised share capital is €601,250 divided into 601,250 ordinary shares of a
nominal value of €1 each whilst the issued share capital is €401,250 divided into 401,250 ordinary
shares of a nominal value of €1 each, which are subscribed to and allotted as fully paid shares, as

follows:
Name of shareholder Number of shares held
Mr Christopher Vella 200,625 ordinary shares

Dr Reuben Debono 200,625 ordinary shares
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11 BOARD COMMITTEES
11.1 Audit Committee of the Issuer

The terms of reference of the Audit Committee of the Issuer consist of zuter alia their support to the
Board of the Issuer in its responsibilities in dealing with issues of risk, control and governance, and
associated assurance.

The Boatd has set formal rules of establishment and the terms of reference of the Audit Committee
that establish its composition, role and function, the parameters of its remit, as well as the basis for the
processes that it is required to comply with. The Audit Committee, which meets at least once every
three months, is a sub-committee of the Board and is directly responsible and accountable to the
Board. The Board reserves the right to change the Committee’s terms of reference from time to time.

The terms of reference of the Audit Committee have been formally set out in a separate charter.
Briefly, the Audit Committee is expected to deal with and advise the Board on:

a) its monitoring responsibility over the financial reporting processes, financial policies, internal control
structures and audit of the annual and consolidated financial statements;

b) monitoring the performance of the entity borrowing funds (the Guarantor) from the Company;

) maintaining communications on such matters between the Board, management and the independent
auditors;

d) facilitating the independence of the external audit process and addressing issues atising from the
audit process; and

e) preserving the Issuer’s assets by understanding the Issuer’s risk environment and determining how
to deal with those risks.

Additionally, the Audit Committee has the role and function of considering and evaluating a priori the
arm’s length nature of any proposed transactions to be entered into by the Issuer /Guarantor and a
related party, given the role and position of the Issuer/Guarantor within the FES Group, to ensure
that the execution of any such transaction will, indeed be, at arm’s length and on a sound commercial
basis and, ultimately, in the best interests of the Issuer/Guarantor. In this regard, the Audit Committee
has the task of ensuring that any potential abuse which may arise in consequence of the foregoing state
of affairs is immediately identified and resolved.

For this purpose, the Audit Committee has, pursuant to the relative terms of reference, been granted
express powers to be given access to the financial position of the Issuer, the Guarantor, and all other
entities forming part of the FES Group on a quarterly basis.

The Audit Committee of the Issuer is presently composed of Mr Christopher Vella, Mr Paul Bugeja
and Dr Edward Woods, whereby Mr Paul Bugeja and Dr Edward Woods act as independent, non-
executive members. The Audit Committee is chaired by Mr Paul Bugeja, whilst Mr Christopher Vella,
and Dr Edward Woods act as members. Mr Christopher Vella performs the duties of secretary to the
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Audit Committee. As stipulated by the terms of reference of the Audit Committee, the Chairman shall
have a casting vote in the case of a deadlock.

In compliance with the Prospects MTF Rules, Mr Paul Bugeja is the independent, non-executive
Ditector who is competent in accounting and/or auditing matters. In his capacity as chairman of the
Audit Committee Mr Paul Bugeja holds meetings with the executive Directors as necessary to review
the Issuet’s accounts and operations. The Issuer considers that the members of the Audit Committee
have the necessary experience, independence and standing to hold office as members thereof. The CVs
of the said Directors may be found in section 5.1 above.

The Directors believe that the current set-up is sufficient to enable the Issuer to fulfil the objectives of
the Prospects MTF Rules’ terms of reference in this regard.

12 COMPLIANCE WITH CORPORATE GOVERNANCE REQUIREMENTS
12.1 The Issuer

The Issuer supports the Prospects MTF Rules in their entirety and also the stipulations of the said
rules in relation to dealing restrictions.

The Issuer supports The Code of Principles of Good Corporate Governance annexed to the Listing
Rules (the “Code”) with the exceptions mentioned below and is confident that the adoption of the
Code shall result in positive effects accruing to it. The Issuer adopts measures in line with the Code
with a view to ensuring that all the transactions are carried out at arm’s length.

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

As required by the Act and the Prospects MTF Rules, the Issuer’s financial statements are to be subject
to annual audit by the Issuer’s external auditors. Moreover, the non-executive Directors will have
direct access to the external auditors of the Issuer who attend Board meetings at which the Issuer’s
financial statements are approved. Moreover, in ensuring compliance with other statutory requirements
and with continuing Prospects MTT admission obligations, the Board is advised directly, as
appropriate, by its appointed Placement Agent, Manager and Registrar, Corporate Advisor and the
external auditors. Directors are entitled to seek independent professional advice at any time on any
aspect of their duties and responsibilities, at the Issuet’s expense.

As at the date hereof, the Board considers the Issuer to be in compliance with the Code save for the
following exceptions:

Principle 7: “Evaluation of the board’s performance”

Under the present circumstances, the Board does not consider it necessary to appoint a committee to
carry out a performance evaluation of its role, as the Board’s performance is always under scrutiny of
the shareholders of the Issuer.

Principle 8: “Committees”
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The Board of Directors considers that the size and operation of the Issuer does not warrant the setting
up of nomination and remuneration committees. Given that the Issuer does not have any officers or
employees other than the Directors and the company secretaty, it is not considered necessaty for the
Issuer to maintain a remuneration committee. Also, the Issuer will not be incorporating a nomination
committee. Appointments to the Board of Directors are determined by the shareholders of the Issuer
in accordance with the Issuer’s Memorandum and Articles of Association. The Issuer considers that
the members of the Board possess the level of skill, knowledge and experience expected in terms of
the Code.

12.2 The Guarantor

The Guarantor is a private company, and accordingly, is not bound by the provisions of the Code set
out in the Listing Rules. Whilst the Guarantor is not required to adopt the provisions of the Code, the
Audit Committee of the Issuer has been specifically tasked with keeping a watching brief over the
financial performance of the Guarantor and any other FES Group subsidiaries, if any, as well as
ensuring that rules regarding related party transactions carried out with the Guarantor are adhered to at
all times, as set out in section 9.1.4 above.

13 LITIGATION PROCEEDINGS

As mentioned above in Section 3.5.4, the Guarantor has entered into a preliminary agreement to
acquire the temporary emphyteusis for a term of forty-nine (49) years in respect of the St. Julian’s
boutique hotel which will be developed as aforestated. The St. Julian’s boutique hotel currently the
subject of a Planning Permit PA3805/17 for the construction of a Class 3A Guest house in lieu of a
previously approved villa covered by PA1576/12:- Site at Wied il-Ghomort. The said development
permit is however the subject of a third party appeal with the reference number PAB 00167/18 and
the development of the said St. Julian’s boutique hotel is thus subject to the said appeal being denied
by the Environment Planning Review Tribunal, and that following such rejection, the appellant does
not successfully seek further redress as afforded by law. Although neither the Issuer nor the Guarantor
is a party to the said appeal having been lodged by the said third party against the current direct land
ownet, the Issuer and the Guarantor are both interested in the outcome of the said appeal, and any
further proceedings which may ensure in relation thereto, as it may have a material adverse impact on
the Issuer and the Group’s business, financial condition and results of operations in view of the
Group’s plans in respect of the development and operation of the St. Julian’s boutique hotel.

Other than the above appeal proceedings, there are no further pending or threatened governmental,
legal or arbitration proceedings or dispute from the date of incorporation to the date of the Company
Admission Document which may have, or have had, in the recent past, significant effects on the
financial position or profitability of the Issuer, Guarantor and/or the FES Group, taken as a whole.

14 ADDITIONAL INFORMATION
14.1 Memorandum and articles of association of the Issuer
14.1.1 Incorporation

The Issuer was incorporated on 15 November 2018 as a public limited company in terms of the
Companies Act, 1995, with company registration number C 89431.

In terms of Clause 3 of its Memorandum of Association, the Issuer is authorised to float its capital
(including equity or debt) on the Prospects MTF, and to borrow and raise funds through the issue of
Secured Bonds.
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The Memorandum and Articles of Association of the Issuer otherwise regulate matters customarily
dealt with therein, including matters such as voting rights and restrictions thereof, and the appointment
and powers of Directors, as elaborated upon in section 9 above.

14.1.2 Share capital

The Issuer has, as at the date hereof, an authorised share capital of €50,000 divided into 50,000
ordinary shares of a nominal value of €1 each. The issued share capital of the Issuer amounts to
€50,000 divided into 49,998 ordinary A shares and 2 ordinary B shares, all having a nominal value of €1
and being fully paid up shares.

The shares of the Issuer are not admitted on Prospects MTT or on the MSE, nor has an application
ever been filed for the shares of the Issuer to be quoted on any trading platform. There is no capital of
the Issuer which has been issued to the public as from the date of incorporation to date of the
Company Admission Document, nor is it expected that the Issuer issues during the next financial year
any shares to the public, whether fully or partly paid up, in consideration for cash or otherwise. There
is no capital of the Issuer which is currently under option, nor is there any agreement by virtue of
which any part of the capital of the Issuer is to be put under option.

14.1.3 Objects

The Memorandum and Articles of Association of the Issuer are registered with the Registry of
Companies, Malta. The objects of the Issuer include carrying on the business of a finance company
thereby to lend and advance money or otherwise give credit to related companies, in such manner as
the Issuer shall think fit and to invest and deal with the moneys of related companies in such manner
as the Issuer shall think fit. The issue of Secured Bonds falls within the objects of the Issuer. Clause 3
of the Memorandum of Association contains the full list of objects of the Issuer.

The Memorandum and Articles of Association of the Issuer otherwise regulate matters customarily
dealt with therein, including matters such as voting rights and restrictions thereof, and the appointment
and powers of Directors.

A copy of the Memorandum and Articles of Association of the Issuer may be inspected during the
lifetime of the Company Admission Document at the registered office of the Issuer as set out under
the heading “Documents available for inspection” in section 17 of this Company Admission
Document and at the Malta Registry of Companies during the lifetime of the Issuer.

14.1.4 Voting rights

In terms of the Memorandum of Association of the Issuer, ordinary “A” shares grant the right of one
(1) vote for every share held and are participating shares entitled to receive dividend distributions as
deemed fit by the Board of Directors and shall rank pari passu in all respects including dividend and
capital repayment rights. Subscribers of ordinary “B” shares are entitled to receive notice of any
general meeting in terms of the Articles of Association of the Issuer, and to attend general meetings,
but do not hold any voting rights except for the purposes of participating in the appointment or
election of Directors. Furthermore, holders of ordinary “B” shares are not entitled to receive any
dividend distributions nor are they entitled to any assets upon dissolution or winding up of the Issuer
in excess of the nominal value of the shares held by them.
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14.2 Memorandum and articles of association of the Guarantor
14.2.1 Objects

The memorandum and articles of association of the Guarantor are registered with the Registry of
Companies, Malta. The main objects of the Guarantor’s activities are set out in Clause 3 of the
memorandum of association, which include, but are not limited to carry on the business of a property

management company.

A copy of the memorandum and articles of association may be inspected during the lifetime of the
Company Admission Document at the registered office of the Guarantor as set out under the heading
“Documents available for inspection” in section 17 of this Company Admission Document and at the
Malta Registry of Companies during the lifetime of the Guarantor.

14.2.2 Voting rights
All shares grant the right of one (1) vote for every share held.
14.2.3 Appointment of Directors
In terms of the applicable law, the directors shall be appointed by the members of the Guarantor.
15 MATERIAL CONTRACTS
The Issuer and the Guarantor have not entered into any material contracts which are not in the
ordinary course of its business which could result in either the Issuer or the Guarantor being under an
obligation or entitlement that is material to the Issuet’s or Guarantor’s ability to meet its obligations to
Bondholders in respect of the Secured Bonds being issued pursuant to, and described in, the Company
Admission Document, Part T'wo.
16 THIRD PARTY INFORMATION, STATEMENTS BY EXPERTS AND DECLARATION
OF ANY INTEREST
16.1 Valuation reports
The Company commissioned Architect Adrian Mangion of Archi+ Architects’ Studio to issue a
valuation report on the freehold value of the Gzira boutique hotel and the value of the St. Julian’s

boutique hotel. The business address of Archi+ Architects’ Studio is BS Building, Mosta Road, Lija,
LJA 9012, Malta.

Prospects MTF Rule 4.13.04.03 provides that property valuations to be included in a company
admission document must not be dated (or be effective from) more than 60 days prior to the date of
publication of the Company Admission Document. The valuation report on the Gzira boutique hotel
and St. Julian’s boutique hotel are dated 25 January 2019.

16.2  Accountants’ report on prospective financial information

The Issuer engaged Grant Thornton, a firm of Certified Public Accountants, to issue the Accountants’
Report dated 6 March 2019. The following are the details of the said expert:

Name: Grant Thornton
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Address: Fort Business Centre, Mriehel Bypass, Birkirkara, BKR 3000, Malta
16.3 Interests of experts and advisors

Save for the valuation report and works estimate prepared in relation to the Properties and the
accountants’ report on the consolidated profit forecast, the Company Admission Document does not
contain any statement or report attributed to any person as an expert. The valuation reports on the
freehold value of the Gzira boutique hotel and the value of the St. Julian’s boutique hotel are available
for inspection at the registered address of the Company and a version is included in Annex B and
Annex C respectively, of this Company Admission Document.

The valuation report on the Gzira boutique hotel and St. Julian’s boutique hotel dated 25 January 2019
have been included in the form and context in which they appear with the authorisation of Architect
Adrian Mangion of Archi+ Architects’ Studio, which have given and have not withdrawn their consent
to the inclusion of such report herein. Architect Adrian Mangion does not have any material interest in
the Company. The Company confirms that the valuation report has been accurately reproduced in the
Company Admission Document and that there are no facts of which the Company is aware that have
been omitted and which would render the reproduced information inaccurate or misleading.

The accountants’ report on the consolidated profit forecast dated 6 March 2019 has been included in
Annex D of the Company Admission Document in the form and context in which it appears with the
authorisation of Grant Thornton of Fort Business Centre, Mrichel Bypass, Birkirkara, BKR 3000,
Malta, which has given and has not withdrawn its consent to the inclusion of said report herein.

17 DOCUMENTS AVAILABLE FOR INSPECTION

For the duration of the Company Admission Document, the following documents (or copies thereof)
may be inspected at the registered office of the Issuer during office hours:

a. Memorandum and Articles of Association of the Issuet;
b. Memorandum and Articles of Association of the Guarantort;

c. the consolidated profit forecast and accountants’ report for the period ending 31 December 2019,
and for the years ending 2020, 2021 and 2022;

d. the original Guarantee given by the Guarantor in respect of the Secured Bonds, as set out in
Annex A of the Company Admission Document;

e. the independent expert’s property valuation report dated 25 January 2019 and prepared at the
Issuer’s request in respect of the Boutique Hotels;

f. the promise of sale agreement on the Gzira boutique hotel;
g. the preliminary agreement on the St. Julian’s boutique hotel;
h. the Security Trust Deed;

1. the Escrow Agreement;

j. the Insurance policy and pledge on the same policy.
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The documents listed in (a) to (e) above are also available for inspection in electronic form on the
Issuer’s website www.fes.com.mt.

COMPANY ADMISSION DOCUMENT: PART TWO
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18 RISK FACTORS

THE VALUE OF INVESTMENTS CAN GO UP OR DOWN AND PAST PERFORMANCE IS NOT NECESSARILY
INDICATIVE OF FUTURE PERFORMANCE.

THE NOMINAL VALUE OF THE SECURED BONDS WILL BE REPAYABLE IN FULL UPON MATURITY, UNLESS
THE SECURED BONDS ARE PREVIOUSLY RE-PURCHASED AND/OR CANCELLED. THE ISSUER SHALL REDEEM
THE SECURED BONDS ON THE REDEMPTION DATE.

AN INVESTMENT IN THE SECURED BONDS INVOLVES CERTAIN RISKS INCLUDING THOSE DESCRIBED
BELOW. PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER WITH THEIR OWN INDEPENDENT
FINANCIAL AND OTHER PROFESSIONAL ADVISORS, THE FOLLOWING RISK FACTORS AND OTHER
INVESTMENT CONSIDERATIONS AS WELL AS ALL THE OTHER INFORMATION CONTAINED IN THIS
COMPANY ADMISSION DOCUMENT, BEFORE DECIDING TO MAKE AN INVESTMENT IN THE SECURED
BONDS. SOME OF THESE RISKS ARE SUBJECT TO CONTINGENCIES WHICH MAY OR MAY NOT OCCUR AND
THE ISSUER IS NOT IN A POSITION TO EXPRESS A VIEW ON THE LIKELIHOOD OF ANY SUCH
CONTINGENCIES OCCURRING. THE SEQUENCE IN WHICH THE RISKS BELOW ARE LISTED IS NOT
INTENDED TO BE INDICATIVE OF ANY ORDER OF PRIORITY OR OF THE EXTENT OF THEIR
CONSEQUENCES.

IF ANY OF THE RISKS DESCRIBED BELOW WERE TO MATERIALISE, THEY COULD HAVE A SERIOUS EFFECT
ON THE ISSUER’S FINANCIAL RESULTS AND TRADING PROSPECTS AND THE ABILITY OF THE ISSUER TO
FULFIL ITS OBLIGATIONS UNDER THE SECURED BONDS ISSUED BY THE ISSUER.

THE RISKS AND UNCERTAINTIES DISCUSSED BELOW ARE THOSE IDENTIFIED AS SUCH BY THE DIRECTORS
OF THE ISSUER, BUT THESE RISKS AND UNCERTAINTIES MAY NOT BE THE ONLY ONES THAT THE ISSUER
FACES. ADDITIONAL RISKS AND UNCERTAINTIES, INCLUDING THOSE WHICH THE ISSUER’S DIRECTORS ARE
NOT CURRENTLY AWARE OF, MAY WELL RESULT IN A MATERIAL IMPACT ON THE FINANCIAL CONDITION
AND OPERATIONAL PERFORMANCE OF THE ISSUER THAT COULD LEAD TO A DECLINE IN VALUE OF THE
SECURED BONDS.

NEITHER THIS COMPANY ADMISSION DOCUMENT NOR ANY OTHER INFORMATION SUPPLIED HEREIN IN
CONNECTION WITH THE SECURED BONDS ISSUED BY THE ISSUER (I) IS INTENDED TO PROVIDE THE BASIS
OF ANY CREDIT OR OTHER EVALUATION, NOR (II) SHOULD BE CONSIDERED AS A RECOMMENDATION BY
THE ISSUER OR GUARANTOR OR THE CORPORATE ADVISOR OR THE PLACEMENT AGENT, MANAGER AND
REGISTRAR OR AUTHORISED INTERMEDIARIES THAT ANY RECIPIENT OF THE COMPANY ADMISSION
DOCUMENT, OR ANY OTHER INFORMATION SUPPLIED IN CONNECTION THEREWITH, IS TO PURCHASE ANY
SECURED BONDS ISSUED BY THE ISSUER.

ACCORDINGLY, PROSPECTIVE INVESTORS SHOULD MAKE THEIR OWN INDEPENDENT EVALUATION OF ALL
RISK FACTORS AND SHOULD CONSIDER ALL OTHER SECTIONS IN THIS DOCUMENT.

18.1 Forward-looking statements

The Company Admission Document contains “forward-looking statements” which
include, among others, statements concerning matters that are not historical facts and
which may involve projections of future circumstances. These by their nature involve a
number of risks, uncertainties and assumptions, a few of which are beyond the Issuer’s
and Guarantor’s control, and important factors that could cause actual risks to differ
materially from the expectations of the Issuer’s and/or Guarantor’s directors. Such
forecasts and projections do not bind the Issuer and/or the Guarantor with respect to
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future results and no assurance can be given that the future results or expectations will be

achieved.
18.2 General

In so far as prospective investors seek advice from Authorised Intermediaries concerning an
investment in the Secured Bonds, Authorised Intermediaries are to determine the suitability of
prospective investors’ investment in the Secured Bonds in the light of said prospective
investors’ own circumstances. The Secured Bonds may not be a suitable investment for all
investors. In particular, Authorised Intermediaries should determine whether each prospective

investor:

a) has sufficient knowledge and experience to make a meaningful evaluation of the
Secured Bonds, the merits and risks of investing in the Secured Bonds and the
information contained or incorporated by reference in the Company Admission
Document or any applicable supplement;

b) has access to, and knowledge of, appropriate analytical tools to evaluate, in the
context of his/her/its particular financial situation, an investment in the Secured
Bonds and the impact the Secured Bonds will have on his/het/its overall investment
portfolio;

c) has sufficient financial resources and liquidity to bear all the risks of an investment in
the Secured Bonds, including where the currency for principal or interest payments is
different from the prospective investor’s currency;

d) understands thoroughly the terms of the Secured Bonds and is familiar with the
behaviour of any relevant indices and financial markets; and

e) is able to evaluate possible scenarios for economic, interest rate and other factors that
may affect his/her/its investment and his/her/its ability to bear the applicable risks.

18.3 Risks relating to the Secured Bonds

An investment in the Secured Bonds involves certain risks including, but not limited to, those
described below:

@) Prior to the Bond Issue, there has been no public market nor trading record of the
Secured Bonds within or outside Malta. Due to the absence of any prior market for
the Secured Bonds, there can be no assurance that the Bond Issue Price will
correspond to the price at which the Secured Bonds will trade in the market
subsequent to the Bond Issue;

(ii)  Only upon successful admission, may the Secured Bonds be traded on Prospects
MTF but will NOT be traded on any regulated market. Hence, the market for the
Secured Bonds may be less liquid than a regulated market and a Bondholder may
find it more difficult to identify willing buyers for their Secured Bonds. The
existence of an orderly and liquid market depends on a number of factors.
Accordingly, there can be no assurance that an active secondary market for the
Secured Bonds will develop, or if it develops, that it will continue. Furthermore,
there can be no assurance that an investor will be able to sell or otherwise trade in

the Secured Bonds at all;
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(iiiy A Bondholder will bear the risk of any fluctuations in exchange rates between the
currency of denomination of the Secured Bonds (€) and the investot's cutrency of
reference, if different;

@iv) No prediction can be made about the effect which any future public offerings of
the Issuer's securities, or any takeover or merger activity involving the Issuer, will
have on the market price of the Secured Bonds prevailing from time to time;

(v)  The Issuer is entitled to issue Secured Bonds bearing a fixed rate of interest.
Investment in such fixed rate Secured Bonds involves the risk that subsequent
changes in market interest rates may adversely affect the market value of the said
Bonds. Investors should also be aware that the price of the fixed rate bonds moves
adversely to changes in interest rates;

(vi) The value of investments can go up or down and past performance is not necessarily
indicative of future performance. The nominal value of the Secured Bonds will be
repayable in full upon maturity on the Redemption Date unless the Secured Bonds
are previously re-purchased and/or cancelled;

(vii) Application has been made to the MSE for the Secured Bonds to be admitted and
traded on Prospects MTF once the Secured Bonds are authorised as admissible by
the MSE. Prospects MTF is a market regulated as a multilateral trading facility
and operated by the MSE and provides a venue for SMEs to float their securities.
Consequently, this market is designed primarily for companies to which a higher
risk than that associated with established companies tends to be attached. A
prospective investor should be aware of the potential risks in investing in such
companies and should make the decision to invest only after careful consideration
and consultation with his or her own independent financial advisor;

(viii)  Even after the Bonds are admitted to trading on Prospects MTF, the Issuer is
required to remain in compliance with certain requirements relating, inter alia, to
the free transferability, clearance and settlement of the Secured Bonds in order to
remain eligible to trade on Prospects MTF in terms of the Prospects MTF Rules
issued by the Exchange as amended from time to time. Moreover, the MSE has
the authority to suspend trading of the Secured Bonds if, inter alia, it comes to
believe that such a suspension is required for the protection of investors or the
integrity or reputation of the market. The MSE may discontinue the trading of the
Secured Bonds on Prospects MTF. Any such trading suspension or
discontinuance of admission could have a material adverse effect on the liquidity
and value of the Bonds;

(ix)  The Secured Bonds, as and when issued and allotted, shall constitute the general,
direct, and unconditional obligations of the Issuer and shall be guaranteed in
respect of both the interest due and the principal amount under said Secured
Bonds by the Guarantor. The Secured Bonds shall at all times rank pari passu
without any priority or preference among themselves. The Secured Bonds shall be
secured by the Collateral and accordingly shall rank with priority or preference
with respect to the Security Property. Notwithstanding that the Bonds constitute
the general, direct, unconditional and secured obligations of the Company, as
guaranteed by the Guarantor, they may rank after causes of preference which may

arise by operation of law. There can be no guarantee that privileges accorded by
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law in specific situations will not arise during the course of the business of each of
the Company and the Guarantor which may rank with priority or preference over
the Collateral.

In view of the fact that the Secured Bonds are being guaranteed by the Guarantor
on a joint and several basis, the Security Trustee, for the benefit of itself and the
Bondholders, shall be entitled to request the Guarantor to pay both the interest
due and the principal amount under said Secured Bonds if the Issuer fails to meet
any amount, when due in terms of the Company Admission Document.

The joint and several Guarantee also entitles the Security Trustee to take action
against the Guarantor without having to first take action against the Issuer. The
strength of this undertaking on the part of the Guarantor and therefore, the level of
recoverability by the Security Trustee from the Guarantor of any amounts due
under any of the Secured Bonds, is dependent upon and directly linked to the
financial position and solvency of the Guarantor.

The Guarantee is further supported by the Collateral that is to be granted over the
Security Property. In terms of the Security Trust Deed, the Security Trustee
reserves the right to demand to the Issuer that additional or alternative immovable
(and unencumbered) property owned by the Group from time to time be given as
security in addition to and/or in place of the Security Property, should at any given
time the value of the Security Property be reported, pursuant to an independent
architect’s valuation report, to be lower than the nominal value of outstanding
Bonds in issue plus interest yet to accrue until the Redemption Date. In such case,
the Issuer shall identify, at its discretion, which of the unencumbered property
forming part of the Group’s portfolio as at the date thereof, if any, would replace or
be added to the existing Security Property for the purposes of securing the Bonds,
and procure that the Group takes such steps as may be necessary for such
unencumbered property to replace or be added to the existing Security Property.
In the event that, upon such request being made by the Security Trustee, the
Group’s property portfolio does not comprise any immovable property which is
unencumbered, the Issuer shall procure that the Group shall either: provide a cash
guarantee in favour of the Security Trustee sufficient to cover the difference
between the nominal value of outstanding Bonds in issue (plus interest yet to
accrue until the Redemption Date) and the revised value of the Security Property
as set out in the abovementioned independent architect’s valuation report; or take
such steps as may be necessary to free any one or more of the immovable
properties in its property portfolio from any existing encumbrances, and grant a
first ranking special hypothec thereon in favour of the Security Trustee for the
purpose of securing the Bonds. Whilst this grants the Security Trustee a right of
preference and priority for repayment over the Security Property, there can be no
guarantee that the value of the Security Property over the term of the Secured Bond
will be sufficient to cover the full amount of the principal outstanding under the
Bonds. This may be caused by a number of factors not least of which general
economic factors that could have an adverse impact on the value of the Security
Property. If such circumstances where to arise or subsist at the time that the
Collateral is to be enforced by the Trustee, it could have a material adverse effect
on the recoverability of all the amounts that may be outstanding under the Secured
Bonds.
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It should be further noted that in terms of the Security Trust Deed, the Group
retains the right to substitute any of the Security Property with another immovable
(and unencumbered) property which it owns or may in future own, subject: (i) to
an independent architect’s valuation report confirming that the value of the
immovable property added as a Security Property is at least equal to the value of
the immovable property removed as a Security Property, or otherwise sufficient to
ensure that the value of the aggregate Security Property remains equal to or in
excess of the nominal value of outstanding Bonds in issue; and (ii) to obtaining
the Issuer’s and Security Trustee’s prior consent.

(x) The attention of prospective investors in the Secured Bonds is drawn to the

concluding paragraph of section 21.1 of this Company Admission Document,
which provides that the issue and allotment of the Secured Bonds is conditional
upon: (i) the Secured Bonds being admitted to the Prospects MTF List; (ii) on the
first special hypothec forming part of the Collateral being constituted in favour of
the Security Trustee; and (iii) the pledge over the Insurance Policy having been
duly constituted, and that in the event that either of the aforesaid conditions is not
satisfied, the Escrow Agent shall return Bond Issue proceeds to Bondholders.
Subject to admission on Prospects MTF, the Issuer shall make a prompt
announcement on the same day registration of the said first special hypothec and
pledge over the Insurance Policy.

(xi) The Issuer has not sought, nor does it intend to seek, the credit rating of an

independent rating agency and there has been no assessment by any independent
rating agency of the Secured Bonds;

(xii) By acquiring the Bonds, the Bondholder is considered to be bound by the terms of

a)

b)

the Trust Deed as if he had been a party to it. The Trust Deed contains a number
of provisions, which prospective investors ought to be aware of prior to acquiring
the Bonds. For instance, in terms of the Trust Instrument:

the Security Trustee shall not be liable to the Issuer or any of the Bondholders, as
the case may be, for any loss or expense attributable to any action taken or
omitted to be taken by the Security Trustee, or any person appointed by the
Security Trustee under or in connection with this Security Trust Deed or the
Bonds, as the case may be, unless the loss or expense is shown to have been
caused by the negligence, wilful misconduct, or fraud of the Security Trustee or
the person appointed by the Security Trustee; and the Issuer and/or Beneficiaries
shall not make any claims against the Security Trustee or against any person
appointed by the Security Trustee in respect of such loss or expense unless he is
shown to have acted with such negligence, wilful misconduct, or fraud;

the Security Trustee shall be indemnified against all liabilities incurred by it in the
petformance or execution of its functions under this Security Trust Deed, whether
such liabilities have arisen as a result of any act, omission or judgment exercised
by the Security Trustee, provided that the Security Trustee shall not be entitled to
be indemnified for any breach of this Security Trust Deed wilfully caused or
caused by the negligence, wilful misconduct or fraud on the part of the Security
Trustee;

the Security Trustee is not bound to declare the Bonds to have become
immediately due and repayable in the case of an event of default, described in
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section 22.12 of this Admission Document, unless requested to do so by a
resolution passed by Bondholders holding not less than sixty per centum (60%) in
nominal value of the Bonds then outstanding at a meeting of the Bondholders;
and

d) the Security Trustee may pay itself out of the trust fund all sums owing to it in
respect of the remuneration costs, charges, expenses or interest or by virtue of any
indemnity from the Company to which it is entitled under the Trust Deed or by
law or by virtue of any release or indemnity granted to it and all such sums as
aforesaid shall be so retained and paid in priority to the claims of the Bondholders
and shall constitute an additional charge upon the property charged with the
Collateral.

(xiii) In the event that the Issuer wishes to amend any of the Terms and Conditions of
the issue of the Secured Bonds with the prior approval of the Exchange until such
time as the Bonds remain admitted on any of its markets it shall call a meeting of
Bondholders in accordance with the provisions of section 22.15 of the Company
Admission Document. These provisions permit defined majorities to bind all
Bondholders, including Bondholders who do not attend and vote at the relevant
meeting and Bondholders who vote in a manner contrary to the majority;

(xiv)  The Secured Bonds and the Terms and Conditions of the Secured Bond Issue are
based on the requirements of the Prospects MTF Rules, the Companies Act and
applicable regulations in effect as at the date of the Company Admission
Document. No assurance can be given as to the impact of any possible judicial
decision or change in law or administrative practice after the date of the Company
Admission Document.

(xv) The funds or assets constituting the Sinking Fund (as described in section 22.23 of
this Company Admission Document) shall be held by the Issuer and administered
by the Board of Directors in line with the treasury management policy. In
accordance with section 302 of the Act, in the event of winding up of the Issuer
with insufficient assets to meet its liabilities, the right of secured and unsecured
creditors and the priority and ranking of their debts shall be regulated by the law
for the time being in force.

19 PERSONS RESPONSIBLE

This Document includes information given in compliance with the Prospects MTF Rules for the
purpose of providing prospective investors with information with regard to the Issuer and the
Guarantor and the Secured Bonds. The Directors, whose names appear in section 5.1 of the Company
Admission Document: Part One, accept responsibility for the information contained in this Company
Admission Document.

To the best of the knowledge and belief of the Directors, who have taken all reasonable care to ensure
that such is the case, the information contained in this Company Admission Document is in
accordance with the facts and does not omit anything likely to affect the import of such information.
The Directors accept responsibility accordingly.

20 CONSENT FOR USE OF THE COMPANY ADMISSION DOCUMENT
Consent required in connection with the Intermediaries’ Offer in terms of section 22.2 of this

Company Admission Document:
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As explained in section 22.2 of this Company Admission Document, the Secured Bonds shall be
made available for subscription by Authorised Intermediaries through an Intermediaties” Offer.

For the purposes of any subscription for Secured Bonds by Authorised Intermediaties pursuant to
such an Intermediaries’ Offer and any subsequent resale, placement or other offering of Secured
Bonds by Authorised Intermediaries participating in the Intermediaries’ Offer, the Issuer consents to
the use of this Company Admission Document: Part Two (and accepts responsibility for the
information contained therein) with respect to any such subsequent resale, placement or other offering
of Secured Bonds, provided this is limited only:

1. in respect of Secured Bonds subscribed for in terms of the Intermediaries’ Offer by Authorised
Intermediaries participating in the Intermediaries’ Offer;

il. to any resale, placement or other offering of Secured Bonds subscribed for as aforesaid,
taking place in Malta;

iii. to any resale or placement of Secured Bonds taking place within the period of 60 days from
the date of the Company Admission Document;

Provided further that any such subsequent resale is in accordance with Article 2(3)(b) of the
Companies Act.

There are no other conditions attached to the consent given by the Issuer hereby which are relevant
for the use of the Company Admission Document.

All information on the Terms and Conditions of the Secured Bonds which is offered to any
prospective investor by Authorised Intermediaries is to be provided by such Authorised Intermediaries
to the prospective investor prior to such investor subscribing to any Secured Bonds. Any interested
investor has the right to request that Authorised Intermediaries provide the investor with all and any
information on the Company Admission Document, including the Terms and Conditions of the
Secured Bonds.

None of the Issuer, the Placement Agent, Manager and Registrar, the Security Trustee or any of their
respective advisors take any responsibility for any of the actions of any Authorised Intermediary,
including their compliance with applicable conduct of business rules or other local regulatory
requirements or other securities law requirements in relation to a resale or placement of Secured
Bonds, except for the Placement Agent, Manager and Registrar when acting in its capacity as an
Authorised Intermediary.

Other than as set out herein, neither the Issuer nor the Placement Agent, Manager and Registrar has
authorised (nor do they authorise or consent to the use of this Company Admission Document in
connection with) the making of any public offer of the Secured Bonds by any person in any
circumstances. Any such unauthorised offers are not made on behalf of the Issuer or the Placement
Agent, Manager and Registrar and neither the Issuer nor the Placement Agent, Manager and Registrar
has any responsibility or liability for the actions of any person making such offers.

Prospective investors should enquire whether an intermediary is considered to be an Authorised
Intermediary in terms of the Company Admission Document. If the prospective investor is in doubt as
to whether it can rely on the Company Admission Document and/or who is responsible for its
contents, the investor should obtain legal advice in that regard.

95



~

No person has been authorised to give any information or to make any representation not contained in
or inconsistent with this Company Admission Document. If given or made, it must not be relied upon
as having been authorised by the Issuer or Placement Agent, Manager and Registrar. The Issuer does
not accept responsibility for any information not contained in this Company Admission Document.

In the event of a resale, placement or other offering of Secured Bonds by an Authorised
Intermediary subsequent to the Intermediaries’ Offer, said Authorised Intermediary shall be
responsible to provide information to prospective investors on the terms and conditions of the
resale, placement or other offering at the time such resale, placement or other offering is
made.

Any resale, placement or other offering of Secured Bonds to an investor by an Authorised
Intermediary, will be made in accordance with any terms and other arrangements in place between
such Authorised Intermediary and such investor including as to price, allocations and settlement
arrangements. Where such information is not contained in the Company Admission Document, it will
be the responsibility of the applicable Authorised Intermediary at the time of such resale, placement or
other offering to provide the investor with that information and neither the Issuer nor the Placement
Agent, Manager and Registrar has any responsibility or liability for such information.

Any Authorised Intermediary using this Company Admission Document in connection with a
resale, placement or other offering of Secured Bonds subsequent to the Secured Bond Issue
shall, limitedly for the period of 60 days from the date of the Company Admission Document,
publish on its website a notice to the effect that it is using this Company Admission
Document for such resale, placement or other offering in accordance with the consent of the
Issuer and the conditions attached thereto. The consent provided herein shall no longer apply
following the lapse of such period.

Any new information with respect to Authorised Intermediaries unknown at the time of the approval
of this Company Admission Document will be made available through a company announcement
made out by the Issuer and published on the Prospects MTF Website and also be made available on
the Issuer’s website: www.fes.com.mt.

21 KEY INFORMATION
21.1 Reasons for the Issue and Use of Proceeds

The proceeds from the Bond Issue, which net of issue expenses are expected to amount to
approximately €4,898,000 will be used by the Issuer for the following purposes in the following order
of priority,

A. a maximum amount of €3,320,000 of the proceeds from the Secured Bonds will be advanced
under title of loan to the Guarantor to acquire the Gzira boutique hotel. €2,650,000 are due as
consideration for the acquisition of the property; €500,000 are due as consideration for the
movables being acquired together with the immovable; and the remaining €170,000 shall be
utilized in order to cover transaction costs. Until such time the said payment becomes legally
due, the proceeds shall be held on escrow by the Escrow Agent;

B. a maximum amount of €467,000 of the proceeds from the Secured Bonds will be advanced
under title of loan to the Guarantor to convert/develop the Gzira boutique hotel. Until such
time the said payment becomes legally due, the proceeds shall be held on escrow by the
Escrow Agent;
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C. a maximum amount €1,111,000 will be advanced under title of loan to the Guarantor to
acquire the St. Julian’s site by means of an emphyteutical grant and to develop same into a
boutique hotel. Until such time the said payment becomes legally due, the proceeds shall be
held on escrow by the Escrow Agent;

D. any remaining balance of the net Secured Bond Issue proceeds will be advanced under title of
loan to the Guarantor and will be used for general corporate funding purposes.

All proceeds from the Bond Issue shall be held by the Escrow Agent pending the release of funds in
accordance with the above and the Escrow Agreement.

In accordance with the Escrow Agreement, in the event that any of the disbursements contemplated
above are not disbursed by the end of the term of the Bonds, the Escrow Agent shall cease to hold the
balance of the Bond Issue proceeds on escrow and shall surrender and refund the same to the Issuer at
the expiration of the said term of the Bonds, when the outstanding Bonds are due for redemption, so
that the aforementioned Bond Issue proceeds are utilised for effecting the appropriate redemption in
accordance with this Company Admission Document.

The issue and allotment of the Secured Bonds is conditional upon: (i) the Secured Bonds being
admitted to the Prospects MTF List; (ii) the first special hypothec forming part of the Collateral being
constituted in favour of the Security Trustee; and (iii) the pledge over the Insurance Policy having been
duly constituted in accordance with the provisions of the Security Trust Deed. Subject to admission on
Prospects MTT, the Issuer shall make a prompt announcement on the same day registration of the said
first special hypothec and pledge over the Insurance Policy. In this respect and with reference to the
amounts to be utilised for the purposes of acquiring the aforementioned immovable property not yet
owned by the Group, the Bond Issue proceeds shall only be released in accordance with the terms of
the Escrow Agreement

In the event that either of the aforesaid conditions is not satisfied, the Escrow Agent shall return
Bond Issue proceeds to the Bondholders, however should the Issuer not receive subscriptions for the
full €5.0 million in Secured Bonds, the Issuer will proceed with the admission of the amount of
Secured Bonds subscribed for. Any residual amounts required by the Issuer for the purposes of the
uses specified in this section which shall not have been raised through the Secured Bond Issue shall be
financed from the FES Group’s general cash flow and/or bank financing.

21.2 Estimated expenses and proceeds of the Issue

Professional fees and costs related to publicity, advertising, printing, admission, registration,
management, registrar fees, selling commission and other miscellaneous costs incurred in connection
with this Secured Bond Issue, are estimated not to exceed €102,000 and shall be borne by the Issuer.
The amount of the expenses will be deducted from the proceeds of the Secured Bond Issue, which,
accordingly, will bring the estimated net proceeds from the Secured Bond Issue to €4,898,000. There is
no particular order of priority with respect to such expenses.

21.3 Issue Statistics

Amount €5.0 million;

Application Forms 6 March 2019;
made available
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Bond Issue Price

at par (€100 per Bond);

Closing date for
Applications to be
received

18 March 2019 at 1200 hours (CET);

Denomination

Euro (€);

Events of Default

The events listed in section 22.12 of this Company Admission Document:
Part Two;

Form

The Secured Bonds will be issued in fully registered and dematerialised
form and will be represented in uncertificated form by an appropriate entry
in the electronic register maintained on behalf of the Issuer at the CSD;

Governing law and

The Company Admission Document and the Secured Bonds are governed

jurisdiction by and shall be construed in accordance with Maltese Law. The Maltese
Courts shall have exclusive jurisdiction to settle any disputes that may arise
out of or in connection with the Company Admission Document and/or
the Secured Bonds;

Interest The Secured Bonds shall bear Interest from and including 19 March 2019

at the rate of 5% per annum payable annually in arrears on the Interest
Payment Dates;

Interest Payment
Date

annually on the 18 March as from 18 March 2020 (the first interest
payment date);

Intermediaries’ Offer

The Secured Bonds shall form part of an Intermediaries” Offer as set out in
section 22.2 of this Company Admission Document: Part Two. The Issue
Period shall close immediately upon attaining full subscription or on the
last day of the Issue Period, whichever is the earliest;

ISIN

MT0002231208;

Issue

the Secured Bonds denominated in Euro having a nominal value of €100
each, which will be issued at par and shall bear interest at the rate of 5%
per annum;

Issue Period

the period between 08:30 hours (CET) on 6 March 2019 and 12:00 hours
(CET) on 18 March 2019 (or such eatlier date as may be determined by the
Issuer) during which the Secured Bonds are available for subscription;

Minimum amount
per subscription and
additional
subscription amounts

five thousand Euro (€5,000) and multiples of one hundred Euro (€100)
thereafter;
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Plan of Distribution The Bonds are open for subscription by Authorised Intermediaries
pursuant to the Intermediaries’ Offer;

Redemption Date 18 March 2029;

Status of the Bonds The Secured Bonds shall constitute the general, direct and unconditional
obligation of the Issuer, guaranteed by the Guarantor, and shall at all times
rank pari passu, without any priority or preference among themselves. Save
for such exceptions as may be provided by applicable law, the Secured
Bonds shall be secured by the Collateral and accordingly, shall rank with
priority or preference with respect to the Security Property;

Underwriting The Bonds are not underwritten;

21.4 Interest of Natural and Legal Persons involved in the Issue

Save for the possible subscription for Secured Bonds by Authorised Intermediaries (which includes
Financial Planning Services Limited), and any fees payable in connection with the Bond Issue to
Financial Planning Services Limited as Placement Agent, Manager and Registrar, so far as the Issuer is
aware no person involved in the Bond Issue, other than the Issuer and the Guarantor, has an interest
material to the Bond Issue.

21.5 Security
The Secured Bonds are secured and Bondholders shall have the benefit of the following security:

(a) a first special hypothec over the Security Property;

(b) a pledge over the Insurance Policy required under clause 5(1) (h) of the Security Trust Deed; and
(c) the Guarantee.

The security shall be constituted in favour of the Security Trustee for the benefit of all Bondholders
from time to time registered in the CSD.

The Issuer and the Guarantor have entered into a Trust Deed with the Security Trustee which consists
of the covenants of the Issuer and the Guarantor to pay the principal amount under the Secured
Bonds on the Redemption Date and interest thereon, to grant the hypothecary rights under the Deed
of Hypothec, and all the rights and benefits under the Security Trust Deed. The Collateral will be
vested in the Security Trustee for the benefit of the Bondholders in proportion to their respective
holding of Secured Bonds. No Secured Bonds shall be issued and allotted until the first special
hypothec forming part of the Collateral has been duly constituted in accordance with the provisions of
the said Trust Deed and the Malta Stock Exchange admits the Secured Bonds on its Prospects MTF
List. In the event of admission on Prospects MTTF, the Issuer will update the market accordingly
through the issue of a company announcement furnishing the relevant details of the setting up of the
Collateral.

The Security Trustee’s role includes holding of the Collateral for the benefit of the Bondholders and
the enforcement of the said Collateral upon the happening of certain events. The Security Trustee shall
have no payment obligations to Bondholders under the Secured Bonds which remain exclusively the
obligations of the Issuer (or, in the case of default by the Issuer, of the Guarantor).
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The terms and conditions of the Trust Deed shall, upon subscription or purchase of any
Bonds, be binding on such subscriber or purchaser as a beneficiary under the trust as if the
Bondholders had been a party to the Trust Deed and as if the Trust Deed contained covenants
on the part of each Bondholder to observe and be bound by all the provisions therein, and the
Security Trustee is authorised and required to do the things required of it by the Trust Deed.

21.6 Expected timetable of principal events

1. Application Forms made available 6 March 2019

2. Issue Period 6 March 2019 to 18 March 2019

3. Commencement of interest on the Secured Bonds 19 March 2019

4. Expected date of constitution of Security by 9 April 2019

5. Expected date of notification of registration by 12 April 2019

6. Expected date of Admission of the Secured Bonds 12 April 2019
to Prospects MTF

7. Expected date of commencement of trading in the 15 April 2019
Secured Bonds

The Issuer reserves the right to close the Intermediaries’ Offer of the Secured Bonds before 18 March
2019 at 12:00 hours CET in the event that the Secured Bonds are fully subscribed prior to said date
and time. In such eventuality the events set out in steps three (3) to seven (7) above shall be brought
forward, although the number of working days between the respective events shall not be altered.

22 INFORMATION CONCERNING THE SECURED BONDS

Each Secured Bond shall be issued subject to the Terms and Conditions set out in this Company
Admission Document: Part Two and, by subscribing to or otherwise acquiring the Secured Bonds, the
Bondholders are deemed to have knowledge of all the Terms and Conditions of the Secured Bonds
hereafter described and to accept and be bound by the said Terms and Conditions.

22.1 General

22.1.1 Each Secured Bond forms part of a duly authorised issue of 5% secured bonds 2029 of a
nominal value of €100 per Bond issued by the Issuer at par up to the principal amount of
€5.0 million (except as otherwise provided under section 22.14 “Further Issues” below).

22.1.2 The issue date of the Secured Bonds is 6 March 2019.

22.1.3 The currency of the Secured Bonds is Euro (€).
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22.1.4 The Secured Bonds shall bear Interest at the rate of 5% per annum payable annually in
arrears on 18 March of each year, the first interest falling on 18 March 2020. Any Interest
Payment Date which falls on a day other than a Business Day will be carried over to the
next following day that is a Business Day.

22.1.5 Subject to admission of the Secured Bonds to the Prospects MTF, the Bonds are expected
to be assigned ISIN: MT0002231208.

22.1.6 The issue of the Secured Bonds is made in accordance with the requirements of the
Prospects MTF Rules.

22.1.7 The Secured Bonds are expected to be admitted on the Prospects MTF List on 12 April
2019 and dealing is expected to commence on 15 April 2019.

22.1.8 The Issuer reserves the right that should any Secured Bonds be sold on the secondary
market, such Secured Bonds may be purchased by the Issuer, at the price they would be
trading at the time, prior to the Secured Bonds’ Redemption Date.

22.1.9 All outstanding Secured Bonds, not previously purchased and cancelled, shall be redeemed
by the Issuer at par (together with interest accrued to the date fixed for redemption) on
the Redemption Date.

22.1.10  Should any Application not be accepted, or be accepted for fewer Bonds than those
applied for, the monies or the balance of the amount paid but not allocated will be
returned by the Placement Agent, Manager and Registrar without interest by direct credit
into the Applicant’s bank account as indicated by the Applicant in the Application Form
within five (5) Business Days from the date of final allocation. Neither the Issuer nor the
Placement Agent, Manager and Registrar will be responsible for any charges, loss or
delays in transmission of the refunds. In this regard, save as otherwise may be established
by the applicable law, any monies returnable to Applicants may be retained pending
clearance of the remittance and any verification of identity or compliance with customer
acceptance policy as required by the Prevention of Money Laundering Act (Cap. 373 of
the laws of Malta) and regulations made thereunder. Such monies will not bear interest
while retained as aforesaid.

22.1.11  There are no special rights attached to the Secured Bonds other than the right of the

Bondholders to payment of capital and interest (as detailed below) and in accordance
with the ranking specified in section 22.4 of this Company Admission Document.

22.1.12  The minimum subscription amount of Secured Bonds that can be subscribed for by
Applicants is €5,000, and in multiples of €100 thereafter.

22.1.13  The Bond Issue is not underwritten. In the event that the Bond Issue is not fully
subscribed the Issuer will proceed with the admission of the amount of Secured Bonds
subscribed for.

22.2 Intermediaries’ Offer
The total amount of €5.0 million of Secured Bonds is being reserved for subscription by Authorised

Intermediaries participating in the Intermediaries’ Offer.
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In this regard, the Issuer has entered into conditional subscription agreements with Authorised
Intermediaries for the subscription of the Secured Bonds, whereby it will bind itself to allocate Secured
Bonds thereto up to the total amount of €5.0 million as aforesaid during the Intermediaties” Offer .

In terms of the subscription agreement entered into with the Authorised Intermediary, the Issuer will
be conditionally bound to issue, and the Authorised Intermediary will conditionally bind itself to
subscribe for, a number of Secured Bonds as indicated therein subject to the Secured Bonds being
admitted to trading on the Prospects MTF and the first special hypothec forming part of the Collateral
being constituted in favour of the Security Trustee. The subscription agreement will become binding
on each of the Issuer and the respective Authorised Intermediaries upon delivery, provided that these
intermediaries would have paid to the Placement Agent, Manager and Registrar all subscription
proceeds in cleared funds on delivery of the subscription agreement.

Authorised Intermediaries subscribing for Bonds may do so for their own account or for the account
of underlying customers, including retail customers, and shall, in addition, be entitled to distribute any
portion of the Secured Bonds subscribed for upon commencement of trading.

22.3 Plan of Distribution and Allotment

The Issuer has appointed Financial Planning Services Limited as Placement Agent, Manager and
Registrar for the purposes of this Bond Issue. Subject to the terms of this Company Admission
Document, applications for subscriptions to the Secured Bonds shall be made through the Placement
Agent, Manager and Registrar or any of the Authorised Intermediaries during the Issue Period on a
first-come-first-served basis. The Issue Period shall close immediately upon attaining full subscription
or on the last day of the Issue Period, whichever is the earliest. Subscription to the Secured Bonds
must be accompanied by full price of the Secured Bonds applied for in Euro and in cleared funds at
the Issue Price. If the Application Form(s) and proof of payment of cleared funds do not reach the
Placement Agent, Manager and Registrar, as applicable, by the close of the Issue Period, the
Application will be deemed to have been declined.

It is expected that notification of allotment will be announced to Bondholders within five (5) Business
Days of the closing of the Issue Period.

Dealings in the Secured Bonds shall not commence prior to: (i) the Secured Bonds being admitted to
the Prospects MTF List; (ii) the first special hypothec forming part of the Collateral being constituted
in favour of the Security Trustee; and (iii) the pledge over the Insurance Policy having been set up as
above-mentioned. Subject to admission on Prospects MTF, the Issuer shall make a prompt
announcement on the same day registration of the said first special hypothec and pledge over the
Insurance Policy.

22.4 Status and Ranking of the Secured Bonds

The Secured Bonds shall constitute the general, direct and unconditional obligations of the Issuer and
shall at all times rank par7 passu, without any priority or preference among themselves. The Secured
Bonds shall be guaranteed in respect of both the interest due and the principal amount under said
Secured Bonds by the Guarantor in terms of the Guarantee. In respect of the Guarantor, the Secured
Bonds shall rank pari passu, without any priority or preference to all other present and future
unsecured obligations of the Guarantor, and with first ranking and priority over the Security Property.

Pursuant to the Trust Deed, the Guarantor with respect to the property owned by it, has agreed to
constitute in favour of the Security Trustee for the benefit of Bondholders as Beneficiaries, a special
hypothec over the Security Property.
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The first special hypothec will secure the claim of the Security Trustee, for the benefit and in the
interest of Bondholders, for the repayment of the principal under the Bonds by a preferred claim over
the Security Property. The Security Trustee shall maintain an interest in the Insurance Policy by means
of a pledge thereon.

Accordingly, following the issue of the Bonds and application of the proceeds as set out above, the
Security Trustee for the benefit of Bondholders will have the benefit of a first special hypothec over
the Security Property for the full amount of €5,250,000.

22.5 Rights attaching to the Secured Bonds

There are no special rights attached to the Secured Bonds other than the right of the Bondholders to:

1. the payment of interest;
ii. the payment of capital;
iii. the benefit of the Collateral through the Security Trustee;
iv. attend, participate in and vote at meetings of Bondholders in accordance with the Terms and
Conditions of the Bond Issue; and
v. enjoy all such other rights attached to the Secured Bonds emanating from the Company
Admission Document.

22.6 Interest

22.6.1 The Secured Bonds shall bear Interest from and including 19 March 2019 at the rate of 5%
per annum on the nominal value thereof, payable annually in arrears on each Interest
Payment Date. The first Interest payment will be effected on 18 March 2020 (covering
the period 19 March 2019 to 18 March 2020). Any Interest Payment Date which falls on
a day other than a Business Day will be carried over to the next following day that is a
Business Day. Each Secured Bond will cease to bear Interest from, and including, its due
date for redemption, unless payment of the principal in respect of the Secured Bond is
improperly withheld or refused or unless default is otherwise made in respect of payment,
in any of which events Interest shall continue to accrue at the highest rate applicable by
law. In terms of article 2156 of the Civil Code (Cap. 16 of the laws of Malta), the right of
Bondholders to bring claims for payment of interest and repayment of the principal on
the Secured Bonds is barred by the lapse of five (5) yeats.

22.6.2 When interest is required to be calculated for any period of less than a full year, it shall be
calculated on the basis of a three hundred and sixty (360) day year consisting of twelve

(12) months of thirty (30) days each, and in the case of an incomplete month, the number
of days elapsed.

22.7 Yield

22.7.1 The gross yield calculated on the basis of the Interest, the Bond Issue Price and the
Redemption Value of the Secured Bonds at Redemption Date is 5%.

22.8 Registration, Form, Denomination and Title

22.8.1 Certificates will not be delivered to Bondholders in respect of the Secured Bonds in virtue
of the fact that the entitlement to Secured Bonds will be represented in an uncertificated
form by the appropriate entry in the electronic register maintained on behalf of the Issuer
by the CSD. There will be entered in such electronic register the names, addresses,
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identity card numbers (in the case of natural persons), registration numbers (in the case
of body corporates), LEI and MSE account numbers of the Bondholders and particulars
of the Secured Bonds held by them respectively; and the Bondholders shall have, at all
reasonable times during business hours, access to the register of Bondholders held at the
CSD for the purpose of inspecting information held on their respective account.

22.8.2 The CSD will issue, upon a request by a Bondholder, a statement of holdings to such

Bondholder evidencing his/het/its entitlement to Secured Bonds held in the register kept
by the CSD in accordance with the MSE’s applicable terms and conditions.

22.8.3 Upon submission of an Application Form, Bondholders who opt to subscribe for the

online e-portfolio account with the CSD, by marking the appropriate box on the
Application Form, will be registered by the CSD for the online e-portfolio facility and
will receive by mail at their registered address a handle code to activate the new e-
portfolio login. The Bondholder’s statement of holdings evidencing entitlement to
Secured Bonds held in the register kept by the CSD and registration advices evidencing
movements in such register will be available through the said e-portfolio facility on
https://epottfolio.borzamalta.com.mt/. Further detail on the e-portfolio is found on

https://eportfolio.borzamalta.com.mt/Help.

22.8.4 The Secured Bonds will be issued in fully registered form, in denominations of any integral

multiple of €100 per Bond, provided that on subscription the Secured Bonds will be
issued for a minimum of €5,000 per individual Bondholder. Authorised Intermediaries
subscribing to the Secured Bonds through nominee accounts for and on behalf of clients
shall apply the minimum subsctiption amount of €5,000 to each undetlying client.

22.8.5 Any person in whose name a Secured Bond is registered, may (to the fullest extent

permitted by applicable law) be deemed and treated at all times, by all persons and for all
purposes (including the making of any payments), as the absolute owner of such Secured
Bond. Title to the Secured Bonds may be transferred as provided below under the
heading “Transferability of the Secured Bonds™ in section 22.13 of the Company
Admission Document.

22.9 Pricing

The Secured Bonds are being issued at par, that is, at €100 per Bond.

22.10 Payments

22.10.1

22.10.2

Payment of the principal amount of the Secured Bonds will be made in Euro by the
Issuer to the person in whose name such Secured Bonds are registered, with interest
accrued up to the Redemption Date, by means of direct credit transfer into such bank
account as the Bondholder may designate from time to time. Upon payment of the
Redemption Value, the Secured Bonds shall be redeemed and the appropriate entry shall
be made in the electronic register of the Secured Bonds at the CSD.

In the case of Secured Bonds held subject to usufruct, payment of interests will be
made out in favour of usufructuary while the redemption payment will be made out only
against the joint instructions of all bare owners and usufructuaries. Before effecting
payment, the Issuer and/or the CSD shall be entitled to request any legal documents
deemed necessary concerning the entitlement of the bare owner/s and the
usufructuary/ies to payment of the Secured Bonds.
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22.10.3

22.10.4

22.10.5

Payment of interest on a Secured Bond will be made to the person in whose name such
Bond is registered at the close of business fifteen (15) days prior to the Interest Payment
Date, by means of a direct credit transfer into such bank account as the Bondholder may
designate, from time to time. Such payment shall be effected within seven (7) days of the
Interest Payment Date. The Issuer shall not be responsible for any charges, loss or delay

in transmission.

All payments with respect to the Secured Bonds are subject in all cases to any pledge
(duly constituted) and to any applicable fiscal or other laws and regulations prevailing in
Malta. In particular, but without limitation, all payments of principal and Interest by or
on behalf of the Issuer in respect of the Secured Bonds shall be made net of any amount
which the Issuer is compelled by law to deduct or withhold for or on account of any
present or future taxes, duties, assessments or other government charges of whatsoever
nature imposed, levied, collected, withheld or assessed by or within the Republic of Malta
or any authority thereof or therein having power to tax.

No commissions or expenses shall be charged by the Issuer to the Bondholders in
respect of payments made in accordance with this section 22.10. The Issuer shall not be
liable for charges, expenses and commissions levied by parties other than the Issuer.

22.11 Redemption and Purchase

22,111

Unless previously purchased and cancelled, the Issuer hereby irrevocably covenants in
favour of each Bondholder that the Secured Bonds will be redeemed at their nominal
value (together with accrued interest) on 18 March 2029. In such a case the Issuer shall
be discharged of any and all payment obligations under the Bonds upon payment made
net of any withholding or other taxes due or which may be due under Maltese Law and
which is payable by the Bondholders.

22.11.2  Subject to the provisions of this section 22.11, the Issuer may at any time purchase

22.11.3

Secured Bonds in the open market or otherwise at any price. Any purchase by tender
shall be made available to all Bondholders alike.

All Secured Bonds so redeemed or purchased will be cancelled forthwith and may not

be re-issued or re-sold.

22.12 Events of Default

Pursuant to

the Trust Deed, the Security Trustee may in its absolute and unfettered discretion, and

shall upon the request in writing of not less than 60% in value of the Bondholders qua primary
beneficiaries and/or of the Corporate Advisor appointed under the Prospects MTF Rules and acting in

its duty of ¢

are to the Exchange, the market and the Bondholders, by notice in writing to the Issuer

and the Guarantor, declare the Secured Bonds to have become immediately due and repayable at their
principal amount, together with any accrued interest, if any of the following events (“Events of
Default”) shall occur:

1.

the Issuer and/or Guarantor shall fail to pay any Interest on any Secured Bond when due
and such failure shall continue for thirty (30) days after written notice thereof shall have
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1.

1.

iv.

Vi.

vil.

Viid.

iX.

xi.

xii.

xiii.

Xiv.

been given to the Issuer and/or Guarantor, as the case may be, by the Security Trustee;
and/or

the Issuer and/or Guarantor shall fail to pay the principal amount of the Secured Bond on
the date fixed for its redemption; and such failure continues for thirty (30) days after
written notice thereof shall have been given to the Issuer and/or Guatantor, as the case
may be, by the Security Trustee; and/or

the Issuer shall fail duly to perform or shall otherwise be in breach of any other material
obligation contained in the Terms and Conditions of the Secured Bonds and such failure
shall continue for sixty (60) days after written notice thereof shall have been given to the
Issuer by any Bondholder; and/or

an order is made or resolution passed or other action taken for the dissolution, termination
of existence, liquidation, winding-up or bankruptcy of the Issuer and/or Guarantor; or

in terms of article 214(5) of the Act, a Court order or other judicial process is levied or
enforced upon or sued out against any part of the property of the Issuer and is not paid
out, withdrawn or discharged within one month; and/or

the Issuer stops payment of its debts (whether of principal or interest) or ceases or
threatens to cease to carry on its business; and/or

the Issuer fails to maintain a valid Insurance Policy; and/or

the Issuer or the Guarantor is unable to pay its debts within the meaning of article 214(5)
of the Act, or any statutory modification or re-enactment thereof;

a judicial or provisional administrator is appointed upon the whole or any part of the
property of the Issuer or the Guarantor; and such appointment is certified by the Security
Trustee to be prejudicial, in its opinion, to the Bondholders;

an order is made or an effective resolution is passed for winding up of the Issuer or the
Guarantor, except for the purpose of a reconstruction, amalgamation or division, the terms
of which have been approved in writing by the Security Trustee;

the Issuer or the Guarantor substantially changes the object or nature of its business as
currently carried on; and/or

the Issuer or the Guarantor commits a breach of any of the covenants or provisions
contained in the Trust Deed and on its part to be observed and performed and the said
breach still subsists for 30 days after having been notified by the Security Trustee (other
than any covenant for the payment of interests or principal monies owing in respect of the
Bonds);

the security constituted by any privilege, hypothec, pledge or charge upon the whole or any
part of the undertaking or assets of the Issuer or the Guarantor shall become enforceable
and steps are taken to enforce the same and the taking of such steps shall be certified in
writing by the Security Trustee to be in its opinion prejudicial to the Bondholders;

any representation or warranty made or deemed to be made or repeated by or in respect of
the Issuer or the Guarantor is or proves to have been incorrect in any material respect in
the sole opinion of the Security Trustee;
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XV. any material indebtedness of the Issuer or the Guarantor is not paid when properly due or
becomes propetly due and payable or any creditor of the Issuer or the Guarantor (as the
case may be) becomes entitled to declare any such material indebtedness properly due and
payable prior to the date when it would otherwise have become properly due or any
guarantee or indemnity of the Issuer or the Guarantor in respect of indebtedness is not
honoured when properly due and called upon; PROVIDED THAT for the purposes of
this provision, material indebtedness shall mean an amount exceeding €500,000; and/or

XV any consent, permit, authorisation, licence or approval of, or registration with, or
declaration to governmental, statutory or public bodies, or authorities or courts, required
by the Issuer or the Guarantor in connection with the Boutique Hotels and their
development and construction; or pursuant to the execution, delivery, validity,
enforceability or admissibility in evidence hereof, or the performance by the Issuer of its
obligations hereunder, is substantially modified in the sole opinion of the Security Trustee,
or is not granted, or is revoked, or terminated, or expires and is not renewed, or otherwise
ceases to be in full force and effect;

xvil. it becomes unlawful at any time for the Issuer or the Guarantor to perform all or any of its
obligations hereunder or to manage the Boutique Hotels; and/or

xvili.  the Issuer or the Guarantor repudiates, or does or causes or permits to be done any act or
thing evidencing an intention to repudiate the Bonds and/or the Trust Deed; or

XiX. all, or in the sole opinion of the Security Trustee, a material part, of the undertakings,
assets, rights, or revenues of or shares or other ownership interests in the Issuer or the
Guarantor are seized, nationalised, expropriated or compulsorily acquired by or under the
authority of any government.

XX. there shall have been entered against the Issuer a final judgement by a court of competent
jurisdiction from which no appeal may be or is made for the payment of money in excess
of half a million Euro (€500,000) or its equivalent and ninety (90) days shall have passed
since the date of entry of such judgement without its having been satisfied or stayed.

Upon any such declaration being made as aforesaid the said principal monies and interest accrued
under the Bonds shall be deemed to have become immediately payable at the time of the event which
shall have happened as aforesaid.

Provided that in the event of any breach by the Issuer of any of the covenants, obligations or
provisions herein contained due to any fortuitous event of a calamitous nature beyond the control of
the Issuer, then the Security Trustee may, but shall be under no obligation so to do, give the Issuer
such period of time to remedy the breach as in its sole opinion may be justified in the circumstances
and if in its sole opinion the breach is remediable within the short term and without any adverse
impact on the Bondholders. Provided further that in the circumstances contemplated by this proviso,
the Security Trustee shall at all times act on and in accordance with any instructions it may receive in a
meeting of Bondholders satisfying the conditions set out in the Trust Deed and/or with any written
notice to the Issuer and the Guarantor and copied to the Security Trustee, given by the Corporate
Adpvisor appointed under the Prospects MTT Rules and acting in its duty of care to the Exchange, the
market and the Bondholders, declaring the Secured Bonds to have become immediately due and
repayable at their principal amount, together with any accrued interest. The Security Trustee shall not
be bound to take any steps to ascertain whether any event of default or other condition, event or
circumstance has occurred or may occur, and, until it shall have actual knowledge or express notice to
the contrary, the Security Trustee shall be entitled to assume that no such event of default or
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condition, event or other circumstance has happened and that the Issuer is observing and performing

all the obligations, conditions and provisions on its part contained under the Bonds and the Company

Admission Document. Provided further that, in the event that the Security Trustee becomes aware of

the fact that an Event of Default has occurred or is likely to occur, it shall notify in writing the Malta

Stock Exchange, the Corporate Advisor and the Bondholders of such fact without delay.

22.13 Transferability of the Secured Bonds

22.13.1

22.13.2

22.13.3

22.13.4

22.13.5

The Secured Bonds are freely transferable and, once admitted to the Prospects MTF,
shall be transferable only in whole (in multiples of €100) in accordance with the rules and
regulations of the Prospects MTF and the MSE applicable from time to time. If Secured
Bonds are transferred in part, such attempted partial transfer will not be cleared and the
transferee thereof will not be registered as a Bondholder or claim from the Issuer any
purported benefit therefrom.

Any person becoming entitled to a Secured Bond in consequence of the death or
bankruptcy of a Bondholder may, upon such evidence being produced as may, from time
to time, properly be required by the Issuer or the CSD, elect either to be registered
himself as holder of the Secured Bond or to have some person nominated by him
registered as the transferee thereof. If the person so becoming entitled shall elect to be
registered himself, he shall deliver or send to the CSD a notice in writing signed by him
stating that he so elects. If he shall elect to have another person registered he shall testify
his election by transferring the Secured Bond, or procuring the transfer of the Bond, in
favour of that person. Provided always that if a Secured Bond is transmitted in
furtherance of this paragraph, a person will not be registered as a Bondholder unless such
transmission is made in multiples of €100.

All transfers and transmissions are subject in all cases to any pledge (duly constituted)
of the Secured Bonds and to any applicable laws and regulations.

The cost and expenses of effecting any registration of transfer or transmission, except
for the expenses of delivery by any means other than regular mail (if any) and except, if
the Issuer shall so require, the payment of a sum sufficient to cover any tax, duty or other
governmental charge or insurance charges that may be imposed in relation thereto, will
be borne by the person to whom the transfer/transmission has been made.

The Issuer will not register the transfer or transmission of Secured Bonds for a period
of fifteen (15) days preceding the Interest Payment Date or the due date for redemption.

22.14 Further Issues

22.141

The Issuer may, from time to time, without the consent of the Bondholders, create and
issue further debentures, debenture stock, bonds, loan notes or any other debt securities,
either having the same terms and conditions as any outstanding debt securities of any
series (including the Secured Bonds) and so that such further issue shall be consolidated
and form a single series with the outstanding debt securities of the relevant series
(including the Secured Bonds), or upon such terms as the Issuer may determine at the
time of their issue, provided that no issue may be made that would rank prior to the
Bonds in respect of the Collateral.

22.15 Meetings of Bondholders
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22.15.1

22.15.2

22.15.3

22.15.4

The Issuer may, through the Security Trustee, from time to time, call meetings of
Bondholders for the purpose of consultation with Bondholders or for the purpose of any
of the following: (i) considering and approving any matter affecting their interest,
including any change in the use of proceeds from the Bond Issue in relation to the
amount allocated for development and acquisition by means of an emphyteutical grant of
the St. Julian’s boutique hotel, the amendment, modification, waiver, abrogation or
substitution of any of the Terms and Conditions of the Secured Bonds and the rights of
the Bondholders arising under the Company Admission Document; (ii) considering and
approving the exchange or substitution of the Secured Bonds by, or the conversion of
the Secured Bonds into, shares, debentures or other obligations or securities of the
Issuer; and (iii) obtaining the consent of Bondholders on other matters which in terms of
the Company Admission Document require the approval of a Bondholders’ meeting in
accordance with section 22.15.3 below.

A meeting of Bondholders shall be called by the Directors by giving the Security
Trustee not less than 21 days’ notice in writing. Upon receiving due notice from the
Directors, the Security Trustee shall call a meeting of Bondholders by giving all
Bondholders listed on the register of Bondholders as at a date being not more than thirty
(30) days preceding the date scheduled for the meeting, not less than fourteen (14) days’
notice in writing. Such notice shall set out the time, place and date set for the meeting
and the matters to be discussed or decided thereat, including, if applicable, sufficient
information on any amendment of the Company Admission Document that is proposed
to be voted upon at the meeting and seeking the approval of the Bondholders. Following
a meeting of Bondholders held in accordance with the provisions contained hereunder,
the Issuer shall, acting in accordance with the resolution(s) taken at the meeting,
communicate to the Bondholders whether the necessary consent to the proposal made by
the Issuer has been granted or withheld. Subject to having obtained the necessary
approval by the Bondholders in accordance with the provisions of this section at a
meeting called for that purpose as aforesaid, any such decision shall subsequently be
given effect to by the Issuer.

The amendment or waiver of any of the Terms and Conditions of Issue of the Secured
Bonds may only be made with the approval of Bondholders at a meeting called and held
for that purpose in accordance with the terms hereof.

A meeting of Bondholders shall only validly and propetly proceed to business if there is
a quorum present at the commencement of the meeting. For this purpose, at least two (2)
Bondholders present, in person or by proxy, representing not less than 50% in nominal
value of the Secured Bonds then outstanding, shall constitute a quorum. If a quorum is
not present within thirty (30) minutes from the time scheduled for the commencement of
the meeting as indicated on the notice convening same, the meeting shall stand adjourned
to a place, date and time as shall be communicated by the Directors to Bondholders
present at that meeting. The Issuer shall within two (2) days from the date of the original
meeting publish by way of a company announcement the date, time and place where the
adjourned meeting is to be held. An adjourned meeting shall be held not earlier than
seven (7) days, and not later than fifteen (15) days, following the original meeting. At an
adjourned meeting the number of Bondholders present at the commencement of the
meeting, in person or by proxy, shall constitute a quorum; and only the matters specified
in the notice calling the original meeting shall be placed on the agenda of, and shall be
discussed at, the adjourned meeting.
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22.15.5

22.15.6

22.15.7

22.15.8

22.15.9

Any person who in accordance with the Memorandum and Articles of Association of
the Issuer is to chair the annual general meetings of shareholders shall also chair meetings
of Bondholders.

Once a quorum is declared present by the chairman of the meeting, the meeting may
then proceed to business and address the matters set out in the notice convening the
meeting. In the event that decisions are required to be taken at the meeting, the Directors
or their representative shall present to the Bondholders the reasons why it is deemed
necessary or desirable and appropriate that a particular decision is taken. The meeting
shall allow reasonable and adequate time to Bondholders to present their views to the
Issuer and the other Bondholders present at the meeting. The meeting shall then put the
matter as proposed by the Issuer to a vote of Bondholders present at the time at which
the vote is being taken, and any Bondholders taken into account for the purpose of
constituting a quorum who are no longer present for the taking of the vote shall not be
taken into account for the purpose of such vote.

The voting process shall be managed by the Issuer’s Company Secretary under the
supervision and scrutiny of the auditors of the Issuer and the Security Trustee.

The proposal placed before a meeting of Bondholders shall only be considered
approved if at least sixty per cent (60%) in nominal value of the Bondholders present at
the meeting at the time when the vote is being taken, in person or by proxy, shall have
voted in favour of the proposal.

Save for the above, the rules generally applicable to proceedings at general meetings of
shareholders of the Issuer shall mutatis mutandis apply to meetings of Bondholders.

22.16 Authorisations and Approvals

The Directors authorised the Bond Issue and the publication of the Company Admission Document

pursuant to a board of directors’ resolution passed on 6 March 2019. The Guarantee being given by

the Guarantor in respect of the Secured Bonds has been authorised by a resolution of the board of
directors of the Guarantor dated 6 March 2019.

22.17 Admission to Trading

22171

22.17.2

22.17.3

Application has been made to the Malta Stock Exchange for the Secured Bonds being
issued pursuant to the Company Admission Document to be admitted and traded on its
Prospects MTF.

While the MSE has disclaimed responsibility for the contents of this CAD, it has
authorised the issue of the said Admission Document in respect of this Application.

The Secured Bonds are expected to be admitted to the Malta Stock Exchange with
effect from 12 April 2019 and trading is expected to commence on 15 April 2019.
Dealing may commence prior to notification of the amount allocated being issued to
Applicants.

22.18 Representations and Warranties
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22.18.1  The Issuer represents and warrants to Bondholders and to the Security Trustee for the
benefit of the Bondholders, who shall be entitled to rely on such representations and
warranties, that:

i itis duly incorporated and validly existing under the laws of Malta and has the
power to carry on its business as it is now being conducted and to hold its
property and other assets under legal title; and

il. it has the power to execute, deliver and perform its obligations under the Company
Admission Document and that all necessary corporate, shareholder and other
actions have been duly taken to authorise the execution, delivery and performance
of the same, and further that no limitation on its power to borrow or guarantee
shall be exceeded as a result of the Terms and Conditions or the Company
Admission Document.

22.18.2  The Company Admission Document contains all relevant material information with
respect to the Issuer and Guarantor and all information contained in the Company
Admission Document is in every material respect true and accurate and not misleading,
and there are no other facts in relation to the Issuer and/or Guarantor, their respective
business and financial position, the omission of which would, in the context of issue of
the Secured Bonds, make any statement in the Company Admission Document
misleading or inaccurate in any material respect.

22.19 Secured Bonds held jointly

In respect of any Secured Bonds held jointly by several persons (including husband and wife), the joint
holders shall nominate one (1) of their number as their representative and his/her name will be entered
in the register with such designation. By default, the person whose name shall be inserted in the field
entitled “Applicant” on the Application Form, or the first named in the register of Bondholders shall,
for all intents and purposes, be deemed to be such nominated person by all those joint holders. Such
person shall, for all intents and purposes, be deemed to be the registered holder of the Secured Bond/s
so held.

22.20 Secured Bonds held subject to usufruct

In respect of a Secured Bond held subject to usufruct, the name of the bare owner and the
usufructuary shall be entered in the register. The usufructuary shall, for all intents and purposes, be
deemed vis-a-vis the Issuer to be the holder of the Secured Bond/s so held and shall have the right to
receive interest on the Secured Bond/s and to vote at meetings of the Bondholders but shall not,
during the continuance of the Secured Bond/s, have the right to dispose of the Secured Bond/s so
held without the consent of the bare owner, and shall not be entitled to the repayment of principal on
the Secured Bond (payable on the joint instruction of both usufructuary and bare owner).

22.21 Governing law and jurisdiction

22.21.1  The Secured Bonds are governed by and shall be construed in accordance with Maltese
Law.

22.21.2  Any legal action, suit or proceedings against the Issuer and/or Guarantor and arising
out of or in connection with the Secured Bonds and/or the Company Admission
Document shall be brought exclusively before the Maltese courts.

22.22 Notices
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Notices will be mailed to Bondholders at their registered addresses and shall be deemed to have been
served at the expiration of twenty-four (24) hours after the letter containing the notice is posted, and in
proving such service it shall be sufficient to prove that a prepaid letter containing such notice was
propetly addressed to such Bondholder at his/het/its registered address and posted.

22.23 Sinking Fund

The Issuer hereby undertakes that as from the financial year ending 31 December 2024 it shall, over a
period of five (5) years, build a Sinking Fund the value of which will by the Redemption Date be
equivalent to 50% of the value of the issued Secured Bonds. The Issuer shall primarily use the Sinking
Fund to repay the Secured Bonds on the Redemption Date or in any other manner in accordance with
this Company Admission Document. The Issuer shall make periodic payments for the purpose of
building up this Sinking Fund. Below is a table with the minimum amounts to be paid by the Issuer for
this purpose:

Sinking fund contribution for the years ending 31 December

FY2024 FY2025 FY2026 FY2027 FY2028
Annual confribution 500 500 500 500 500
Cumulative balance 500 1,000 1,500 2,000 2,500

The Sinking Fund shall be managed by the Issuer and administered by its Board of Directors in line
with the treasury management policy.

The functions of the Board of Directors in relation to administering the Sinking Fund shall include the
following activities:

1. take control of the assets of the Sinking Fund which shall be segregated from the other

assets of the Issuer;
ii. monitor the Issuet’s obligation to effect yearly payments to the Sinking Fund;

iii. seek to ensure that by Redemption Date, the Sinking Fund would have accumulated 50%
of the nominal amount of the Bonds still outstanding. In the event of a shortfall, the Board of
Directors are to ensure that such discrepancy, caused by the Issuer, would be due to justifiable

reasons;

iv. The Board of Directors are to ascertain that the Issuer has applied the assets in accordance
with the treasury management policy in the following order:

a) Buy-back its own Secured bonds on the secondary market should a Bondholder wish to
sell the Bonds and/or;

b) At least 15% of the total amount following buy-back of any Secured Bonds shall be
maintained in an interest bearing bank account denominated in euro and held with a bank
established in the European Economic Area or invested in Malta treasury bills;

¢) Not more than 85% of the total amount following buy-back of any Secured Bonds shall be
invested in Malta Government Stocks or in local SICAVs that principally invest in Malta
Government Stocks, debt instruments quoted on reputable stock exchanges and UCITS
funds;

v. monitor that the portfolio of assets within the Sinking Fund is being managed appropriately;
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vi. authorise the release of Sinking Fund assets in the event that the Issuer requires the use of
such assets due to temporary liquidity problems as detailed below; and

vil. draw up an annual report, addressed to the Bondholders, as to the extent of compliance by
the Issuer with the provisions of this section 22.23, a copy of which shall be published
through a company announcement and shall be included in the annual financial statements of
the Issuer.

The Issuer may not create or permit to subsist security over the Sinking Fund assets, other than the
creation of a general hypothec or privilege with a credit institution in the event that the Issuer is facing
temporary liquidity problems. Prior to the utilisation of the Sinking Fund assets for such temporary use
approval by the Boatrd of Directors of the Issuer must be required.

Upon the occurrence of any of the Events of Default, the Security Trustee, in its capacity as trustee of
the FES Trust, shall take control over the Sinking Fund.

Any future changes to the above mentioned treasury management policy shall be published by way of
company announcement.

The Issuer shall on a half-yearly basis, in its interim and annual financial statements, explain the
Issuer’s compliance with the Sinking Fund requirements as detailed in this section 22.23 and if
necessary explain the reasons for non-compliance, if any. The Bondholders will be informed on the
publication of the said financial statements through the issuance of a company announcement by the
Issuer. The financial information will be available for inspection at the registered office of the Issuer
and in electronic form on the Issuer’s website: www.fes.com.mt.

23 TAXATION

23.1 General

Investors and prospective investors are urged to seek professional advice as regards both
Maltese and any foreign tax legislation which may be applicable to them in respect of the
Bonds, including their acquisition, holding and transfer, as well as any income/gains detived
therefrom or made on their transfer. The following is a summary of the anticipated tax
treatment applicable to the Bonds and to Bondholders in so far as taxation in Malta is
concerned at the time of issue of this Company Admission Document. This information does
not constitute legal or tax advice and does not purport to be exhaustive.

The information below is based on an interpretation of tax law and practice relative to the applicable
legislation, as known to the Issuer at the date of issue of the Company Admission Document, in
respect of a subject on which no official guidelines exist. Investors are reminded that tax law and
practice and their interpretation, as well as the levels of tax on the subject matter referred to in the
preceding paragraph, may change from time to time.

This information is being given solely for the general information of prospective investors. The precise
implications for investors will depend, among other things, on their particular circumstances and on
the classification of the Bonds from a Maltese tax perspective, and professional advice in this respect

should be sought accordingly.

23.2 Malta Tax on Interest
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Unless the Issuer is otherwise instructed by a Bondholder or if the Bondholder does not fall within the
definition of “recipient” in terms of article 41(c) of the Income Tax Act (Cap. 123 of the laws of
Malta), interest shall be paid to such person net of a final withholding tax, currently at the rate of 15%
(10% in the case of certain types of collective investment schemes) of the gross amount of the interest
pursuant to article 33 of the said Income Tax Act. Bondholders who do not fall within the definition
of a “recipient” do not qualify for the said rate and should seek advice on the taxation of such income.

This withholding tax is considered as a final tax and a Maltese resident individual Bondholder need not
declare the interest so received in his income tax return if paid net of tax. No person shall be charged
to further tax in respect of such income and the tax deducted shall not be available as a credit against
the recipient’s tax liability or available as a refund.

In the case of a valid election made by an eligible Bondholder resident in Malta to receive the interest
due without the deduction of final tax, interest will be paid gross and such person will be obliged to
declare the interest so received in his income tax return and be subject to tax on it at the standard rates
applicable to that person at that time. Any such election made by a resident Bondholder at the time of
subscription may be subsequently changed by giving notice in writing to the Issuer. Such election or
revocation will be effective within the time limit set out in the Income Tax Act (Cap. 123 of the laws
of Malta).

The Issuer will report to the Malta Commissioner for Revenue on an annual basis in respect of all
interest paid and of the identity of all such recipients.

23.3 Exchange of Information

In terms of applicable Maltese legislation, the Issuer and/or its agent are required to collect and
forward certain information (including but not limited to, information regarding payments made to
certain Bondholders) to the Commissioner for Revenue. The Commissioner for Revenue may, in turn,
automatically or on request, exchange the information to other relevant tax authorities subject to
certain conditions.

Please note that this does not constitute tax advice and Applicants are to consult their own
independent tax advisers in case of doubt.

23.4 Foreign Account Tax Compliance Act

The United States (US) enacted the Foreign Account Tax Compliance Act, 2010 (FATCA) that
generally imposes a reporting regime and withholding requirements with respect to certain US source
payments (including dividends and interest), gross proceeds from the disposition of property that can
produce US source interest and dividends and certain payments made by, and financial accounts held
with, entities that are classified as financial institutions under FATCA. The US entered into an
intergovernmental agreement with Malta on 6 December 2013 regarding the implementation of
FATCA. More specifically FATCA requires foreign financial institutions to provide the IRS with
information on Specified US persons as defined holding accounts outside of the US, including certain
non-US entities with US Controlling Persons. Non-compliance shall result in punitive withholding
30% tax on distributions captured by FATCA. Bondholders should choose any custodians or
intermediaries with care (to ensure each is compliant with FATCA or other laws or agreements related
to FATCA) and provide each custodian or intermediary with any information, forms, other
documentation or consents that may be necessary for such custodian or intermediary to make ensure
compliance with FATCA. The Issuer’s obligations under the Bonds are discharged once it has effected
payment as stipulated in this Company Admission Document and therefore the Issuer has no
responsibility for any amount thereafter transmitted through the payment chain. FATCA requires
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reporting financial institutions, as defined, to satisfy applicable due diligence and reporting
requirements in terms of the intergovernmental agreement entered into by Malta together with the
relevant regulations and guidelines issued by the Commissioner for Revenue. Consequently, certain
confidential information in relation to the Bondholders and/or other relevant persons may be reported
to the Commissioner for Revenue and automatically exchanged with the IRS pursuant to these
requirements. FATCA is rather complex and each Bondholder should consult his own tax advisor to
obtain a more detailed explanation of FATCA and to determine how it might affect such holder in his
specific circumstance.

23.5 Maltese Taxation on Capital Gains on Transfer of the Bonds

On the assumption that the Bonds would not fall within the definition of “securities” in terms of
article 5(1)(b) of the Income Tax Act (Cap. 123 of the laws of Malta), that is, “shares and stocks and such
like instrument that participate in any way in the profits of the company and whose return is not limited to a fixed rate of
return”, and that such Bonds are held as a capital asset and not for trading purposes, no Maltese income
tax on capital gains should be chargeable in respect of any capital gain arising on the transfer of the
Bonds.

23.6 Duty on Documents and Transfers

In terms of the Duty on Documents and Transfers Act (Cap. 364 of the laws of Malta), duty is
chargeable znter alia on the transfer or transmission causa mortis of marketable securities, defined in the
said legislation as “a holding of share capital in any company and any document representing the same”.

Accordingly, the Bonds should not be treated as constituting marketable securities within the meaning
of the legislation and that, therefore, the transfer or transmission thereof should not be chargeable to

duty.

INVESTORS AND PROSPECTIVE INVESTORS ARE URGED TO SEEK PROFESSIONAL ADVICE AS REGARDS BOTH
MALTESE AND ANY FOREIGN TAX LEGISLATION APPLICABLE TO THE ACQUISITION, HOLDING AND
TRANSFER OF BONDS AS WELL AS INTEREST PAYMENTS MADE BY THE ISSUER. THE ABOVE IS A SUMMARY
OF THE ANTICIPATED TAX TREATMENT APPLICABLE TO THE BONDS AND TO BONDHOLDERS. THIS
INFORMATION, WHICH DOES NOT CONSTITUTE LEGAL OR TAX ADVICE, REFERS ONLY TO BONDHOLDERS
WHO DO NOT DEAL IN SECURITIES IN THE COURSE OF THEIR NORMAL TRADING ACTIVITY.

24 TERMS AND CONDITIONS OF THE BOND ISSUE

The following terms and conditions shall be read in conjunction with all the other terms and
conditions relative to and regulating the contractual relationship created between the Issuer and the
Guarantor on the one hand and the Security Trustee and Bondholders on the other.

24.1 The issue and allotment of the Secured Bonds is conditional upon: (i) the Secured Bonds being
admitted to the Prospects MTF List; and (ii) the first special hypothec forming part of the
Collateral being constituted in favour of the Security Trustee, in accordance with the provisions
of the Security Trust Deed; and (iii) the pledge over the Insurance Policy having been duly
constitued. Subject to admission on Prospects MTT, the Issuer shall make a prompt
announcement on the same day registration of the said first special hypothec and pledge over
the Insurance Policy. In the event that either of the aforementioned conditions is not satisfied
within 15 Business Days of the close of the Offer Period, any application monies received by
the Issuer will be returned without interest by direct credit into the Applicant’s bank account
indicated by the Applicant on the relative Application Form. If no such bank account number is
provided, or in the event that bank account details on the Application Form are incorrect or
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inaccurate, such returns will be made by means of a cheque mailed to the Applicant’s address
(ot, in the case of joint applications, the address of the first named Applicant) indicated in the
Application Form. The Issuer shall not be responsible for any charges, and any loss or delay in
transmission.

The Issuer has not established an aggregate minimum subscription level for the Bond Issue.

The completed Application Forms are to be lodged with the Placement Agent, Manager and
Registrar.

It is the responsibility of investors wishing to apply for the Secured Bonds to inform themselves
as to the legal requirements of so applying, including any requirements relating to external
transaction requirements in Malta and any exchange control in the countries of their nationality,
residence or domicile.

The contract created by the Issuet’s acceptance of an Application filed by a prospective
bondholder shall be subject to all the terms and conditions set out in this Company Admission
Document and the Memorandum and Articles of Association of the Issuer.

Any person, whether natural or legal, shall be eligible to submit an Application and any one (1)
person, whether directly or indirectly, should not submit more than one (1) application form. If
an Application Form is signed on behalf of another party or on behalf of a corporation or
corporate entity or association of persons, the person signing will be deemed to have duly
bound his principal, or the relative corporation, corporate entity, or association of persons, and
will be deemed also to have given the confirmations, warranties and undertakings contained in
these terms and conditions on their behalf. Such representative may be requested to submit the
relative power of attorney/ resolution or a copy thereof duly certified by a lawyer or notary
public unless already known to the Placement Agent, Manager and Registrar.

In the case of joint Applications, reference to the Applicant in these Terms and Conditions is a
reference to each of the joint Applicants, and liability therefor is joint and several.

Applications in the name and for the benefit of minors shall be allowed provided that they are
signed by both parents or the legal guardian/s and accompanied by a Public Registry birth
certificate of the minor in whose name and for whose benefit the Application Form is
submitted. Any Secured Bonds allocated pursuant to such an Application Form shall be
registered in the name of the minor as Bondholder, with interest and redemption monies
payable to the patents / legal guardian/s signing the application form until such time as the
minor attains the age of eighteen (18) years, following which all interest and redemption monies
shall be paid directly to the registered holder, provided that the Issuer has been duly notified in
writing of the fact that the minor has attained the age of eighteen (18) years.

The Secured Bonds have not been and will not be registered under the Securities Act of 1933 of
the United States of America and, accordingly, may not be offered or sold within the United
States or to or for the account or benefit of a U.S. person (as such term is defined in Regulation
S under the Securities Act of 1933 of the United States of America, as amended).

No person receiving a copy of the Company Admission Document or an Application Form in
any territory other than Malta may treat the same as constituting an invitation or offer to such
person nor should such person in any event use such Application Form, unless, in the relevant
territory, such an invitation or offer could lawfully be made to such person or such Application
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Form could lawfully be used without contravention of any registration or other legal
requirements.

24.10 It is the responsibility of any person outside Malta, wishing to make any Application, to satisfy
himself/herself/itself as to full observance of the laws of any relevant tetritory in connection
therewith, including obtaining any requisite governmental or other consent, observing any other
formality required to be observed in such territory and paying any issue, transfer or other taxes
required to be paid in such territory.

24.11 Subject to all other terms and conditions set out in the Company Admission Document, the
Issuer reserves the right to reject, in whole or in part, or to scale down, any Application,
including multiple or suspected multiple applications, and to present any cheques and/or drafts
for payment upon receipt. The right is also reserved to refuse any Application which in the
opinion of the Issuer is not properly completed in all respects in accordance with the
instructions, and/or this Company Admission Document, and/or is not accompanied by the
required documents. Only original Application Forms will be accepted and
photocopies/ facsimile copies will not be accepted. In the case of joint Applications, reference
to the Applicant in these Terms and Conditions is a reference to each Applicant, and liability
therefor is joint and several.

24.12 Save where the context requires otherwise or where otherwise defined therein, terms defined in
the Company Admission Document bear the same meaning when used in these Terms and
Conditions, in the Application Forms, in any of the annexes and in any other document issued
pursuant to the Company Admission Document.

24.13 The Issuer has not sought assessment of the Secured Bonds by any independent credit rating
agency.

24.14 The Secured Bonds will be issued in multiples of €100. The minimum amount of Secured Bonds
that can be subscribed for by each Applicant is €5,000.

24.15 Subject to all other Terms and Conditions set out in the Company Admission Document, the
Issuer reserves the right to revoke the issue at any time before the closing of the Issue Period.
The circumstances in which such revocation might occur are expected to be exceptional, for
example where a significant change in market conditions occurs.

24.16 For the purposes of the Prevention of Money Laundering and Funding of Terrorism
Regulations, issued under the Prevention of Money Laundering Act (Chapter 373 of the Laws
of Malta), as amended from time to time, all appointed Authorised Intermediaries are under a
duty to communicate to the CSD, all information about clients as is required under the
Implementing Procedures issued by the Financial Intelligence Analysis Unit under the said
Regulations and Articles 1.2(d) and 2.4 of the “Members’ Code of Conduct” appended as
Appendix 3.6 to Chapter 3 of the Malta Stock Exchange Bye-Laws, irrespective of whether the
said appointed Authorised Intermediaries are Malta Stock Exchange Members or not. Such
information shall be held and controlled by the Malta Stock Exchange in terms of the Data
Protection Act (Cap. 586 of the laws of Malta) and ancillary legislation as may be promulgated
from time to time, including in terms of the General Data Protection Regulation (Regulation
(EU) 2016/679), for the purposes and within the terms of the Malta Stock Exchange Data
Protection Policy as published and as may from time to time be amended having regard to the
provisions of the General Data Protection Regulation provisions.

24.17 By completing and delivering an Application Form, the Applicant:
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1. agrees and acknowledges to have had the opportunity to read the Company Admission
Document and to be deemed to have had notice of all information and representations
concerning the Issuer and the Guarantor and the issue of the Secured Bonds contained
therein;

il. warrants that the information submitted by the Applicant in the Application Form is true and
correct in all respects and in the case where an MSE account number is indicated in the
Application Form, such MSE account number is the correct account of the Applicant. In the
event of a discrepancy between the personal details (including name and surname and the
Applicant’s address) appearing on the Application Form and those held by the MSE in
relation to the MSE account number indicated on the Application Form, the details held by
the MSE shall be deemed to be the correct details of the Applicant;

iii. authorises the Placement Agent, Manager and Registrar and the Directors of the Issuer to
include his/her/its name or, in the case of joint Applications the first named Applicant, in
the register of debentures of the Issuer in respect of the Secured Bonds allocated to such
Applicant and further authorises the Issuer and the MSE to process the personal data that the
Applicant provided in the Application Form, for all purposes necessary and subsequent to
the Bond Issue applied for, in accordance with the Data Protection Act (Chapter 586 of the
laws of Malta), and in the manner and modalities indicated in section 25 hereunder. The
Applicant has the right to request access to and rectification of the personal data relating to
him/her/it as processed by the Issuer and/or the MSE. Any such requests must be made in
writing and sent to the CSD. The requests must further be signed by the Applicant to whom
the personal data relates;

iv. confirms that in making such Application no reliance was placed on any information or
representation in relation to the Issuer, the Guarantor or the issue of the Secured Bonds other
than what is contained in the Company Admission Document and, accordingly, agree/s that
no person responsible solely or jointly for the Company Admission Document or any part
thereof will have any liability for any such other information or representation;

v. agrees that the registration advice and other documents and any monies returnable to the
Applicant may be retained pending clearance of his/her/its remittance and any verification of
identity as required by the Prevention of Money Laundering Act (Cap. 373 of the laws of
Malta) and regulations made thereunder, and that such monies will not bear interest;

vi. agrees to provide the Placement Agent, Manager and Registrar and/or the Issuer, as the case
may be, with any information which it/they may request in connection with the Application;

vil. warrants, in connection with the Application, to have observed all applicable laws, obtained
any requisite governmental or other consents, complied with all requisite formalities and paid
any issue, transfer or other taxes due in connection with his/her/its Application in any
territory, and that the Applicant has not taken any action which will or may result in the
Issuer or the Placement Agent, Manager and Registrar acting in breach of the regulatory or
legal requirements of any territory in connection with the issue of the Secured Bonds or
his/het/its Application;

viii. warrants that all applicable exchange control or other such regulations (including those
relating to external transactions) have been duly and fully complied with;

ix. represents that the Applicant is not a U.S. person (as such term is defined in Regulation S
under the Securities Act of 1933 of the United States of America, as amended) and that
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x1.

xii.

Xiil.

xiv.

XV.

he/she/it is not accepting the invitation set out in the Company Admission Document from
within the United States of America, its territories or its possessions, or any area subject to its
jurisdiction (the “United States”) or on behalf or for the account of anyone within the United
States or anyone who is a U.S. person;

agrees that all documents in connection with the issue of the Secured Bonds and any returned
monies, including refunds of all unapplied Application monies, will be sent at the Applicant’s
own risk and may be sent, in the case of documents, by post at the address (or, in the case of
joint Applications, the address of the first named Applicant) as set out in the Application
Form and in the case of monies by direct credit, into the Applicant’s bank account as indicated
by the Applicant on the Application Form;

renounces to any rights the Applicant may have to set off any amounts the Applicant may at
any time owe the Issuer against any amount due under the terms of these Bonds;

irrevocably offers to purchase the number of Secured Bonds specified in his/her/its
Application Form (or any smaller number for which the Application is accepted by the Issuer)
at the Bond Issue Price subject to the Company Admission Document, the terms and
conditions thereof, and the Memorandum and Articles of Association of the Issuet;

warrants that his/her/its remittance will be honoured on first presentation and agrees that if
such remittance is not so honoured he/she/it will not be entitled to receive a registration
advice, or to be registered in the register of debentures or to enjoy or receive any rights in
respect of such Secured Bonds unless and until payment in cleared funds for such Secured
Bonds is received and accepted by the Issuer and/or the Placement Agent, Manager and
Registrar (which acceptance shall be made in the absolute discretion of the Issuer and/or the
Placement Agent, Manager and Registrar and may be on the basis that the Issuer and/or the
Placement Agent, Manager and Registrar is indemnified against all costs, damages, losses,
expenses and liabilities arising out of or in connection with the failure of such remittance to be
honoured on first presentation) and that, at any time prior to unconditional acceptance by the
Issuer and/or the Placement Agent, Manager and Registrar of such late payment in respect of
such Secured Bonds, the Issuer and/or the Placement Agent, Manager and Registrar may
(without prejudice to other rights) treat the agreement to allocate such Secured Bonds as void
and may allocate such Secured Bonds to some other person, in which case the Applicant will
not be entitled to any refund or payment in respect of such Secured Bonds (other than return
of such late payment);

agrees that all Applications, acceptances of applications and contracts resulting therefrom will
be governed by, and construed in accordance with, Maltese Law and that he/she/it submits to
the exclusive jurisdiction of the Maltese Courts and agrees that nothing shall limit the right of
the Issuer to bring any action, suit or proceeding arising out of or in connection with any such
Applications, acceptances of applications and contracts in any other manner permitted by law
in any court of competent jurisdiction;

warrants that if he/she signs the Application Form on behalf of another patty or on behalf of
a corporation ot corporate entity or association of persons, he/she has due authority to do so
and such person, corporation, corporate entity or association of persons will also be bound
accordingly, and will be deemed also to have given the confirmations, warranties and
undertakings contained in these Terms and Conditions;
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xvi. watrants that he/she is not under the age of eighteen (18) years or if he/she is lodging an
Application in the name and for the benefit of a minor, warrants that he/she is the parent/s or
legal guardian/s of the minor;

xvii.confirms that, in the case of a joint Application entered into in joint names, the first named
Applicant shall be deemed the holder of the Secured Bonds; and

xviil. agrees that, in all cases, any refund of unallocated Application monies will be sent to
the Applicant by direct credit into the Applicant’s bank account as indicated by the Applicant
on the Application Form. No interest shall be due on refunds. The Issuer shall not be
responsible for any changes, loss or delay in transmission. If no such bank account number is
provided, or in the event that bank account details on the Application Form ate incortrect or
inaccurate, such refund will be made by means of a cheque mailed to the Applicant’s address
(ot, in the case of joint Applications, the address of the first named Applicant) indicated in the
Application Form.

25 Privacy and Data Protection

25.1 The Applicant hereby acknowledges that all personal data provided by the Applicant will be
processed in accordance with the Regulation (EU) 2016/679 of the European Parliament and
Council of 27 April 2016 on the protection of natural persons with regard to the processing of
personal data and on the free movement of such data (hereinafter referred to as the “General
Data Protection Regulation” or “GDPR”) and in accordance with other applicable laws and
regulations in terms of data protection including the Data Protection Act (Chapter 586 of the
laws of Malta) and subsidiary legislation thereunder (hereinafter referred to as the “Act”), as may
be amended from time to time. For the purpose of this Section, the terms “personal data”,

“data subject”, “data controller”; “data processor”, “processing” shall have the same meaning as
indicated in the GDPR.

25.2° The purposes for collecting and processing personal information are strictly connected to the
Bond Issue and any ancillary activities connected or subsequent to such Bond Issue, including
fulfilment of any legal or regulatory obligation imposed on the Issuer. Personal information
shall be recorded and maintained in the register of debentures of the Issuer.

25.3 The personal information collected and processed for the purposes indicated in Section 25.2
above and contained in the register of debentures of the Issuer typically includes:

i. Name and surname;

il. Identification number;

iii. Address;

iv. Bank Account details (IBAN, account beneficiary, BIC/SWIFT);
v. Mobile number (when necessary)

25.4 Personal data will be processed based on the following legal grounds:

1. Performance of contracts to which the data subject is party or in order to take steps at the
request of the data subject prior to entering into the contract;

ii. To catry out one or more of the Issuet’s legal obligations;

iii. When the data subject has given consent to the processing of his/her personal data for one or
more specific purposes;
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iv. When the Issuer has a legitimate interest to process the data, except where such interests are
overridden by the interests or fundamental rights and freedoms of the data subject which
require protection of personal data.

25.5 Personal information on the Applicant shall be provided to the Issuer by the MSE. The Issuer
may share personal information of the Applicant with:

1. professionals or employees within the Issuer;

ii. third parties to whom disclosure may be required to comply with legal requirements;

iii. any other third parties to whom the disclosure may be essential in light of the relationship with
the Applicant

Personal data shall not be transferred to third-parties located outside the EU or European
Economic Area (EEA) unless specifically instructed to do so by the data subject.

25.6  Personal data will only be retained exclusively for the period which is necessary to fulfil the
purposes for which it was collected and thereafter, for the purpose of satisfying further legal and
regulatory requirements or obligations to which the Issuer is subject. This period may also be
extended further to be able to assert, exercise or defend possible future legal claims against or
otherwise involving the data subject.

25.7 Data subjects have various rights vis-a-vis their personal data:

1. The right to be informed: the data subject has the right to be given clear information regarding
how his/her personal data is processed.

i. The right to access personal data: the data subject may send a request to the Issuer to access
all the personal data that the Issuer holds in his/her respect. To avail of this right, the data
subject can contact the Issuer on info@fes.com.mt;

iii. The right to rectification: the data subject can also request that any inaccurate or incomplete
personal data which the Issuer holds in his/her regard be corrected by contacting the Issuer
on info@fes.com.mt;

iv. The right to erasure: there are certain instances where data subjects may also elect to request
deletion of personal data. On a general note, the Issuer will comply with the data subject’s
request in this regard. However, the Issuer may have the necessity not to comply if retention
of the data is required for the Issuer to be compliant with a legal obligation and/or such data
would be required by the Issuer to exercise or defend any legal claims.

v. The right to object: the data subject may object regarding his/her personal data being
processed including when such processing is based on legitimate interest.

vi. The right to data portability: the data subject has the right to put forward a request asking the
Issuer to provide him/her with certain personal data which he/she had provided the Issuer
with in a structured, commonly used and machine-readable format. When technically feasible,
the data subject may also request that his/her personal data be transferred to a third party
controller of his/her choice.

The right to withdraw consent: the data subject can also retract his /her previously given

consent to any other consent-based processing at any time.

.The Right to Lodge a Complaint: the data subject has the right to lodge a complaint against
any personal data breach by communicating such breach to the Information and Data
Protection Commissioner (“IDPC”) by filling in the complaint form available at
https://idpc.org.mt/en/Pages/contact/ complaints.aspx.

=

vi

25.8 The Issuer hereby undertakes to put in its best efforts to keep any disclosed personal
information secure by implementing the appropriate technical and organisational measures with
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the aim of protecting the data subject’s personal data against unauthorised or unlawful
processing, encompassing also accidental losses, destruction, storage or access.
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ANNEX A: GUARANTEE
FES Projects Limited Letterhead

To: Manduca Randon & Co Ltd
Level 1

Britannia House, 9

Old Bakery Street

Valletta VL'T1450

Malta

(hereinafter together with its lawful successors and assigns referred to as the “Security
Trustee”).

6 March 2019
Dear Sirs
Re: GUARANTEE & INDEMNITY

We, FES Projects Limited, a company registered in Malta and bearing company registration number C
83872 (hereinafter together with lawful successors and assigns referred to as the “Guarantor”), having
noted that:

1. by virtue of a Company Admission Document dated 6 March 2019 issued by FES Finance p.l.c.
(the “Issuer”) in connection with the issue of €5,000,000 5% Secured Bonds 2029 (as the same
may be amended, varied or supplemented hereinafter referred to as the “Company Admission
Document”) the Issuer shall, under the joint and several guarantee of the Guarantor, issue up
to €5,000,000 in Secured Bonds at an annual interest rate of 5% to be redeemed and finally
repaid on 18 March 2029 subject to the terms and conditions of the Company Admission
Document (the “Secured Bonds”), a copy of which is hereto attached and marked “Annex I”;

II. the Guarantor is the holder of 100% of the voting rights of the Issuer;
III. it is a condition precedent for the issuance of the Secured Bonds that, 7nfer alia, the Guarantor
executes and grants this Guarantee and Indemnity (hereinafter referred to as “Guarantee”) of

the obligations of the Issuer above referred to in favour of the Security Trustee;

IV. the Guarantor has agreed to the conclusion and execution of this Guarantee in favour of the
Security Trustee.

NOW, THEREFORE, THE GUARANTOR IS HEREBY COVENANTING IN FAVOUR
OF THE SECURITY TRUSTEE AS FOLLOWS:

1. INTERPRETATION
In this Guarantee, unless the context otherwise requires:
a) terms and expressions defined in or construed for the purposes of the Company Admission
Document shall have the same meanings or be construed in the same manner when used in

this Guarantee, unless defined otherwise in this Guarantee;
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2.

3.

b) “Indebtedness” means any and all moneys, obligations and liabilities now or hereafter due,

owing or incurred by the Issuer under the Secured Bonds to the Bondholders (whether alone
and/or with others) in terms of the Company Admission Document and in any and all cases
whether for principal, interests, capitalised interests, charges, disbursements, or otherwise and
whether for actual or contingent liability;

©) “writing” or “in writing” shall mean any method of visual representation and shall include

facsimile transmissions, telexes and other such electronic methods.

GUARANTEE

21 COVENANT TO PAY

In consideration of the Bondholders acquiring the Secured Bonds, the Guarantor, as duly
authorised, without proof of liability or evidence and as primary obligor, hereby jointly and
severally with the Issuer, unconditionally and irrevocably guarantees to the Security Trustee,
for the benefit of Bondholders the payment of, and undertakes on first demand in writing
made by the Security Trustee on the Guarantor, to pay the Indebtedness to the Security
Trustee or any balance thereof at any time due or owing under the Secured Bonds.

2.2, MAXIMUM LIABILITY

This is a continuing Guarantee for the whole amount due or owing under the Secured Bonds
or which may hereafter at any time become due or owing under the Secured Bonds by the
Issuer but the amount due by the Guarantor to the Security Trustee under this Guarantee shall
be up to and shall not be in excess of €5,250,000 apart from interests due on the Secured
Bonds up to the date of payment, and costs and expenses relating to the protection,
preservation, collection or enforcement of the Security Trustee’s rights against the Issuer
and/or the Guarantor which shall be additional to the maximum sum herein stated.

INDEMNITY

As a separate and independent stipulation, the Guarantor agrees to indemnify the Security
Trustee on demand for any damages, losses (excluding loss of profit), costs and expenses
arising from any failure on the part of the Issuer to perform any obligation to the Security
Trustee and the Guarantor so agrees to indemnify the Security Trustee even in the event that
any obligation of the Issuer to the Security Trustee is invalid or ceases to be valid and
enforceable against the Issuer for any reason whatsoever including, but without limitation, any
legal limitation or any disability or incapacity of the Issuer. In such an event the Guarantor
shall be liable towards the Security Trustee as if that obligation was fully valid and enforceable
and as if the Guarantor was the principal debtor in respect thereof and shall pay all sums due
to the Security Trustee within seven days of a demand in writing by the Security Trustee.

CONTINUING AND UNCONDITIONAL LIABILITY

The liability of the Guarantor under this Guarantee shall be continuing until such time as the

Indebtedness is fully repaid and shall in no way be prejudiced or effected, nor shall it in any way

be discharged or reduced by reason of:

a) the bankruptcy, insolvency or winding up of the Issuer; or

b) the incapacity or disability of the Issuer or any other person liable for any reason whatsoever;

or
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¢) any change in the name, style, constitution, any amalgamation or reconstruction of either the
Issuer, or the Guarantor; or

d) the Security Trustee conceding any time or indulgence, or compounding with, discharging,
releasing or varying the liability of the Issuer or any other person liable, or renewing,
determining, reducing, varying or increasing any accommodation or transaction or otherwise
dealing with the same in any manner whatsoever or concurring in, accepting or in any way
varying any compromise, composition, arrangement or settlement or omitting to claim or
enforce or exact payment from the Issuer or any other person liable; or

e) any event, act or omission that might operate to exonerate the Guarantor without settlement in
full of the Indebtedness towards the Security Trustee.

The Security Trustee is being expressly authorised to vary the Company Admission Document
and/or modify the Indebtedness or to release or modify any guarantees or any security the
Security Trustee may hold as security for the Indebtedness and this without the need of any prior
or subsequent notice to the Guarantor and without any prejudice to the rights of the Security
Trustee hereunder. The Guarantor is also hereby expressly consenting to any assignments and
transfers made by the Issuer in accordance with the Company Admission Document and this
without the need of any prior or subsequent notice to the Guarantor and without any prejudice to
the rights of the Security Trustee hereunder.

4. WAIVER OF THE GUARANTOR’S RIGHTS AND THE GUARANTOR’S
WARRANTIES
4.1.This Guarantee shall be for the full amount of the Indebtedness due from time to time. The
liability of the Guarantor under this Guarantee shall be decreased from time to time to the extent,
if any, that the Issuer or the Guarantor shall have made any irrevocable payment of the
Indebtedness.

4.2.Until the Indebtedness has been paid in full the Guarantor agrees that it will not, without the prior
written consent of the Security Trustee,

a. exercise any rights of subrogation, reimbursement and indemnity against the Issuer or any other
person liable for the Indebtedness;

b. demand or accept repayment, in whole or in part, of any indebtedness now or hereafter due to
the Guarantor either from the Issuer or from any other person liable for the Indebtedness or
demand any collateral in respect of same or dispose of same;

c. take any step to enforce any right against the Issuer or any other person liable for the
Indebtedness;

d. claim any set-off or counter-claim against the Issuer or any other person liable for the
Indebtedness nor shall the Guarantor claim or prove in competition with the Security Trustee in
the liquidation of the Issuer or any other person liable for the Indebtedness or benefit or share
any payment from or in composition with the Issuer or any other person liable for the
Indebtedness.

4.3.Subject to the overriding provisions of the Company Admission Document, until the Indebtedness
has been paid in full the Guarantor further agrees that:
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a. if an Event of Default under the Company Admission Document occurs, any sums which may
be received by it from the Issuer or any person liable for the Indebtedness shall be held by it
on trust exclusively for the Security Trustee and shall be paid to the Security Trustee
immediately upon demand in writing or immediately after its receipt if such obligation arises
from the documents executed by the Issuer in connection with the Company Admission
Document;

b. all rights of relief and subrogation arising in favour of the Guarantor upon a partial payment to
the Security Trustee against the Issuer and any other person who may be liable for the
Indebtedness, including any co-guarantors, shall be suspended;

c. the Security Trustee may and shall receive and retain the whole of the liquidation dividends to
the exclusion of the rights (if any) of the Guarantor in competition with the Security Trustee
and pursuant to the above the Security Trustee is entitled to hold all payments made by the
Guarantor or the Issuer on account of the Indebtedness in suspense for a period of six
months from the date of payment and any such payments on account shall not be applied in
reduction of the Indebtedness for a period of six months as stated. The Security Trustee may
accordingly prove for the whole Indebtedness of the Issuer in liquidation after excluding any
and all payments made within a period of six months prior to the liquidation of the Issuer;

d. the Security Trustee shall not be required to exhaust any remedy or remedies it may have
against the Issuer or other persons who may be liable for the Indebtedness for the settlement
of all the Indebtedness before claiming against the Guarantor under this Guarantee which is to
be construed as entirely independent from the relationship between the Security Trustee and
the Issuer and providing immediate recourse against the Guarantor under this Guarantee. The
Guarantor hereby waives any benefit of discussion or division which may be available under
any applicable law.

5. SETTLEMENTS CONDITIONAL

Any release, discharge or settlement between the Guarantor and the Security Trustee shall be
conditional upon no security, disposition or payment to the Security Trustee by the Issuer or the
Guarantor or any other third party liable to being void or set aside for any reason whatsoever and
if, for any reason whatsoever, this condition is not fulfilled, such release, discharge or settlement
shall be of no effect whatsoever and this Guarantee shall again come into force for all effects and
purposes of law.

6. ADDITIONAL GUARANTEE

This Guarantee is to be construed as being in addition to and in no way prejudicing any other
securities or guarantees which the Security Trustee may now or hereafter hold from or on account
of the Issuer and/or the Bondholders and is to be binding on the Guarantor as a continuing
Guarantee until full and final settlement of all the Issuer’s indebtedness towards the Security
Trustee. Moreover, the remedies provided in this Guarantee are cumulative and are not exclusive
of any remedies provided by law.

7. BENEFIT OF THIS GUARANTEE AND NO ASSIGNMENT
7.1.This Guarantee is to be immediately binding upon the Guarantor for the benefit of the Security
Trustee and the liability hereunder is not subject to any conditions as to additional security being
received by the Security Trustee or otherwise.
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7.2.The Guarantor shall not be entitled to assign or transfer any of its obligations under this same
Guarantee.

8. REPRESENTATIONS AND WARRANTIES

8.1.The Guarantor represents and warrants:-

(i) that it is duly incorporated and validly existing under the laws of Malta and has the power to
carry on its business;

(i) that it has power to grant this Guarantee and that this Guarantee is duly authorised and
all corporate action has been taken by the Guarantor in accordance with its deeds of
constitution and the laws of its incorporation and regulation;

(iif) that this Guarantee constitutes and contains valid and legally binding obligations of the
Guarantor enforceable in accordance with its terms;

(iv) that this Guarantee does not and will not constitute default with respect to or run
counter to any law, by-law, articles of incorporation, statute, rule, regulation, judgement,
decree or permit to which the Guarantor is or may be subject; or any agreement or other
instrument to which the Guarantor is a party or is subject or by which it or any of its
property is bound;

(v) that this Guarantee shall not result in or cause the creation or imposition of or oblige the
Guarantor to create any encumbrance on any of that Guarantor’s undertakings, assets, rights

Of revenues;

(vi) that it is in no way engaged in any litigation, arbitration or administrative proceeding
of a material nature and nor is it threatened with any such procedures;

(vii) that, save for any other priority and preference created by virtue of the Deed of
Hypothec, the obligations binding it under this Guarantee rank at least par/ passu with all
other present and future unsecured indebtedness of the Guarantor with the exception of any
obligations which are mandatorily preferred by law;

(viii) that it is not in breach of or in default under any agreement relating to indebtedness to
which it is a party or by which it may be bound nor has any default occurred in its regard;

ix at all the information, verbal or otherwise tendered in connection wi e

(ix) that all the infe tion, verbal th tendered ti th th
negotiation and preparation of this Guarantee is accurate and true and there has been no
omission of any material facts;

(x) that the granting of this Guarantee is in the commercial interest of the Guarantor and that the
Guarantor acknowledges that it is deriving commercial benefit therefrom.

8.2. As from the date of this Guarantee, until such time as the Indebtedness is paid in full to the
Security Trustee, and for as long as this Guarantee shall remain in force, the Guarantor shall hold
true, good and valid all the representations and warranties given under this clause.

9. DEMANDS AND PAYMENTS
9.1 All the Indebtedness shall be due by the Guarantor under this Guarantee as a debt, certain,
liquidated and due on the seventh day following the Security Trustee’s first written demand to
the Guarantor to pay. All demands shall be sent to the address or facsimile or other numbers
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as are stated below in Clause 10 as the same may be changed by notice in writing by one party
to the other.

The demand shall be accompanied by a statement by the Security Trustee confirming that to
the best of its knowledge there exist, at the time of the demand, circumstances which
constitute an Event of Default or such that may render the underlying obligations of the
Issuer to the Security Trustee or any secutity document invalid and unenforceable for any
reason whatsoever.

It is expressly agreed that the requirement of such statement is not a condition of liability of
the Guarantor under this Guarantee and is entirely without prejudice to the on demand nature
of this Guarantee. Any disagreement by the Guarantor as to the contents of the statement
shall not entitle the Guarantor to delay or interrupt the payment of the sum due under this
Guarantee for any reason whatsoever.

9.2. The statement by the Security Trustee of the amount due under this Guarantee shall be binding

on the Guarantor and shall be conclusive evidence of the sum due, saving only manifest error.

9.3. All payments shall be made to the Security Trustee without any withholding for taxes (and in so

far as this obligation exists under any law the payment shall be grossed up by the amount of
withholding) and without set-off for any amounts which may be then owing to the Guarantor
by the Issuer or the Security Trustee. The Guarantor authorises the Security Trustee to apply
any credit balance the Guarantor may have with the Security Trustee towards the satisfaction
of the Indebtedness. The Security Trustee shall notify the Guarantor forthwith of the exercise
of this right giving full details relating thereto.

10. NOTICES

Any notice required to be given by any party hereto to the other party shall be deemed to have
been validly served if delivered by hand or sent by pre-paid registered letter through the post
ot by electronic mail to such other party at his address given herein or such other address as
may from time to time be notified to the other party for this purpose and any notice so served
shall be deemed to have been served, if delivered by hand, at the time of delivery, or if by post,
seven days after posting and if by electronic mail, at the time of transmission of the electronic
mail.

For the purposes of this Guarantee, the proper addresses and email addresses of the Parties
are:

FES Finance p.l.c.
Address: 19-23, Conservatory Street, Floriana
Tel. No.: +356 2033 0043

Email: info@fes.com.mt
Contact Person: Mr Christopher Vella

FES Projects Limited
Address: 19-25, Conservatory Street, Floriana
Tel. No.: +356 2033 0043

Email: info@fes.com.mt
Contact Person: Mr Christopher Vella

Manduca Randon & Co Ltd
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Address:
Telephone No:
Email:

Contact Person:

Provided that each party may at any time change such address or email address by giving seven days’
prior written notice to the other party. Every notice, request, demand, letter or other communication
hereunder shall be in writing and shall be delivered by hand or by post or through any other
communication methods including telex, electronic mail or otherwise and shall be deemed to be
received in case of post within seven days of dispatch or in case of other methods immediately upon
confirmed transmission.

11. APPLICABLE LAW AND JURISDICTION

This Guarantee shall be governed by and construed in accordance with Maltese law. Any dispute,
controversy or claim arising out of or relating to this Guarantee or as to the interpretation, validity,
performance or breach thereof shall be referred to and finally resolved by arbitration under the
UNCITRAL Rules of Arbitration in accordance with the provisions of Part V (International
Arbitration) of the Arbitration Act (Cap. 387 of the laws of Malta). Any arbitration commenced
pursuant to this clause shall take place in Malta and be administered by the Malta Arbitration Centre.
The number of arbitrators shall be three, one arbitrator to be appointed by each of the Parties or, in
default, by the Malta Arbitration Centre, whereas the third arbitrator shall be appointed by the first two
arbitrators or, if they fail to agree on such an appointment, by the Malta Arbitration Centre.

Mr Christoper Vella
For and on behalf of
FES Projects Limited

For and on behalf of
Manduca Randon & Co Ltd
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ANNEX B: VALUATION REPORT ON THE GZIRA BOUTIQUE HOTEL
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SECTION E: PLANNING & STATUTORY CONSIDERATIONS

Planning considerations

The Property falls under the requirements of the North Harbour Local Plan (GT1 and
GT2) published by the Planning Authority (see Annex 7). The site lies in the developable
area of Gzira and falls under a ‘Residential Area’.

In accordance with the above mentioned policies, the Property is located in a zone which
states that the building height limitation is of four floors with no semi-basement. Referring
to the latest Planning Authority’s guidelines (Development Control Design Policy,
Guidance and Standards, 2015), this translates to a maximum height of 20.8m from the
highest pavement level.

Hospitality properties following the above mentioned policies are also allowed a
relaxation over and above the height limitation for hotel extensions due to Policies NHSE
04 and NGHT 07. This implies the possibility of increasing the height by one floor.

Alternatively, the Height Limitation Adjustment Policy for Hotels (2014) set out by the
Planning Authority permits potential to expand the building height limitation by a further
two floors over and above the height limitation permitted in the Local Plan. The salient
details of this policy are described below:

= Only hotels rated three star upwards are eligible to apply for additional floors;

= The proposed additional floors should result in overall high quality to the development
in general and a positive contribution to the Tourism Industry, making the
development an iconic landmark building; and

= The new floors shall not be a ‘copy-paste’ of the underlying floors, but the new
additional rooms (either bedrooms and/or ancillary facilities) shall be an improvement
and in line with MTA requirements.

Hence even though the Property has a building height limitation of four floors (with no
semi-basement) there is the potential for it to be extended to:
1. One additional floor making it five floors as a result of Policies NHSE 04 and
NHGT 07;
2. Two additional floors making it six floors as a result of the Hotel Height
Adjustment Policy; or
3. Three additional floors due to a combination of both policies.

As instructed by the Client, the valuation of the Property once complete will be based on
the first option.

Development permits
The development permits of the townhouse were not found, however the it is legally built
as it was built pre-1967.

11/23
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The existing guesthouse is covered by the following permits (see Annexes 3 and 4):

Case No. Description of Works Status
Planning To demolish existing dilapidated 5 storey guesthouse and rebuild as a 4 Approved,;
Application floors guesthouse with overlying penthouse and underlying semi-basement 16/11/2005

PA/07006/04 93rage. The project includes annexing property at no. 8 Ponsonby Street
and incorporating its facade into a unified whole.

Planning Amendments to approved permit PA 07006/04, including annexing of Approved;
Application apartment dwelling and its change of use into guesthouse accommodation 07/08/2006
PA/02650/06

The existing guesthouse is conformant with approved permits, conditions and permitted
plans besides the 1% floor level and the setback floor level where there are more
bedrooms than there are in the approved plans.

A full development application for the proposed scheme described in the following section
is yet to be submitted, however there is no reason to believe that this application should
be refused based on the approval of similar development permits in the immediate
vicinity in the past few years.

A summary application (TRK/218447; see Annex 5) has been uploaded to the Planning
Authority so that minor works can commence as soon as possible, and another one will
be uploaded before the end of the first quarter (2019). These applications should take
circa. 2 months to be approved.

It is estimated that the full development application will be uploaded in the beginning of
the second quarter of 2019 and should take circa. 9 months to be approved.

Statutory considerations

Itis to be noted that there does not appear to be any enforcement action on the Property,
and that they seems to adhere all relevant statutory considerations, building laws and
sanitary regulations.

Highest and Best Use

The proposed scheme of the Property described in Section F below has been stated and
classified by the undersigned as the Highest and Best Use, because this use meets the
following criteria:

= That the use is physically possible with regards to what would be considered
reasonable by market participants;

= That the use is legally permissible and any legal restrictions on the use of the site are
taken into account; and

= That the use is financially feasible and that any alternative use value is lower than the
proposed use.

12/23
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Bedroom accommodation

Bed type Ensuite  View Accessible No. of rooms
Double Yes Street No 21

Double Yes Internal yard  Yes 4

Double Yes Internal yard  No 26

Single Yes Internal yard  No 5

*GIA: Gross Internal Area (also known as IPMS 2)

Expected dates of completion and occupancy

Development period: It is expected that works will commence in the first quarter of 2019
and completion of all works, including furnishing is expected in the first quarter of 2020.
The built up area of the Property shall remain operational for most of the duration of the
expansion development works, and shall be shut down only to be interconnected with the
extension, during the fourth quarter 2019 until the completion of works.

Start-up phase: It is being assumed that the hotel shall reach the stabilized year in its
third year of operations.

Estimated total cost of the development

The estimated cost of the proposed extension of the development (which includes the
demolition and development of the townhouse, the extension of the existing setback floor
and the development of a new setback floor) amount to €550,000 (five hundred and fifty
thousand euro) as outlined below:

Item Value
Preliminaries €5,000
Demolition & carting away of debris €15,000
Civil works €117,600
Finishes €205,800
Furniture (FF&E) €117,600
Building services €88,200
Total €549,200

The above excludes a contingency allowance, VAT, professional and planning fees,
short-term finance costs, and any alterations of the existing building.

16/23
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ANNEXES

SITE PLANS

SITE PHOTOGRAPHS

PERMIT DOCUMENTS: PA/07006/04
PERMIT DOCUMENTS: PA/02650/06
PERMIT DRAWINGS: TRK/218447
PROPOSED FLOOR PLANS
EXTRACTS FROM LOCAL PLAN
MTA LICENCE

UNDERLYING ASSUMPTIONS
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ANNEX 1
SITE PLANS
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ANNEX 2
SITE PHOTOGRAPHS
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ANNEX 3
PERMIT DOCUMENTS
PA/07006/04
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ANNEX 4
PERMIT DOCUMENTS
PA/02650/06
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ANNEX 5
PERMIT DRAWINGS
TRK/218447
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ANNEX 6
PROPOSED FLOOR PLANS
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ANNEX 7
EXTRACTS FROM LOCAL PLAN
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Plan

Approved Document

July 2006
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development to appropriate growth areas mn locations that will uiilise existing Regiomal Foad
connections or are well served by the artenal road network.

NHSE04 Building Height Amendments

In hne with Policy NHSEQ3} and the Plan’s overall strategy, building height limitations have been
reviewed for each local council area and are detailed through the relevant area policiez and Building
Heights and Urban Design Maps. The Local Plan designates only limited relaxation of Building Height
Limitations establizhed by the Temporary Provision Schemes (1988).

Development shall comply with the maximum building height limitation indicated in the relevamt
Building Heightz and Urban Design Maps, shall comply with the relevant area policies that regulate
building heightz, shall be in accordance with the criteria for building height: establizhed in the
DCI005, and shall comply with all the relevant sanitary regulations.

For sitez located within dezignated Urban Conservation Areas, where Receded Floors are permitted in
accordance with the relevant Building Heights and Urban Design Maps, each Receded Floor is to be
setback by Im from the building alipnment of the underlying floor notwithstanding that thiz may not
be in accordance with the provisions of the DCI005. Penthouszes above the Keceded Floors will not be
allowed. In addition, and except for townhouses on two floors located within the Shema Urban
Conszervation Area, a setback floor on residential buildings of not more than 2 floors that are located
within Urban Conservation Areas may be permitted provided the setback floor is receded by at least 2
metres from the fromt facade, notwithstanding that thiz: would not comply with criterion (i) of
Paragraph 10.5 of the DC2005. However all the other criteria of Paragraph 10.5 of the DCIME are to
be adhered to. For townhouses on two floors lecated within the Shema Urban Conservation Area, the
provisions of Policy NHSJ06 shall apply.

Where maximum building heights are ot specified in thiz local plan, the redevelopment of land or
building: will be considered in relation to the prevailing building height limitatton for the area m
which the development iz situated. In addition these propozals shall enhance the townscape and the
setting of the development within itz context.

Where the need arizes for an exizting school to extend zo as to incorporate required ancillary facilities,
and thiz expansion cannot be achieved by means of horizontal extensions due to site constraints, then
MEPA in conzultation with the Department of Education will conzsider the development of amn
additional floor for the school above the marimum building height Emitation indicated in the relevant
Building Height Limitations and Urban Design Maps. Thiz additional floor will be considered
irrezpective of the predominant height of exizting building: in the vicinity of the zite in guestion.
However, extension above the height hmitation will not be permitted by MEPA in the following
circumstances:

i for additional elassrooms which would result in an increaze in the student population of the
school;

i for schools located within Residential Priority Areas; and

iii. where the additional floor would, in MEPA®: opinion, create an unacceptable visual impact on
important scheduled or landmark buildings as viewed in their setting and/or against the skyline.

MEPA will also conzider relaxing building heizht imitation: in relation to the provision of Public
Civic Facilities in accordance with the provizions of Policy NHS00I, in relation to hotel extensions in
accordance with the provisions of Policies NHT Q01 and 2, and in relation with the provizion of Public
Car Park: in accordance with the provizions of Policy NH5G03, However, should the school, public
civic facility, public car park or hotel land uzes indicated above ceaze to operate and a change of usze
be approved by MEPA involving the demolition and reconsiruction of the exizting buildings on =ite,

Morth Harbowrs Local Plan 12
approved Plan — July 2008
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the development right for the additional floor shall be nullified and the buillding height of the new
development iz to conform to the maximum building height limitation as indicated for the site in the
relevant Building Height and Urban Design Map. Furthermore, if the use of the structure for school,
public civic facility, public car park or hotel land uses indicated above remains in operation for a

period of ten years or longer, then the additional floor can be retained even where a change of uze has
been permitted by MEPA.

The maximum building height lmitations indicated in thiz local plan override any approved
supplementary guidelines with respect to building heighis.

249% The Structure Plan requires Local Plans to consider in detail the appropriate height of buldings in
conjunchion with a full range of development 13sues. Owerall, the Local Plan ams to concentrate
new development in accessible areas to create a balanced transport network (see Poliey MHSED3).
Where activity nodes such as town cenfres or emplovment sites have been designated, a relatively
flexible approach to bulding heights has been taken. The Local Plan also defines maximum heights
in areas where ambiguity previously existed through the TPS (1988).

2410 Within Urban Conservation Areas building height amendment: have been effected to the TFS
(1988} in hime with the provisions of the “Desizn Guidance: Development Control withm Urban
Conservation Areas’ (1995). Therefore within TTCAs the designated building height hmitations as
mdicated m the Buldmg Heights and Urban Design Maps actually reflect the predominant height of
the existing buildings and building permits already issued. Where building heights have been
reviewed, consideration has also been gmven to the size and scale of swrounding buildings. Urban
areas that were already developed in the 1960°s have generally been developed withouwt sepm-
basements. Therefore in order to safeguard the streetscapes of these whan areas as identified mn the
relevant Building heights Maps, no new buildings with semi-basements will be pemutted
Regardmg sites located within the Shema and 5t Juhan’s UCAs, since most streets within these
wrban cores are gquife narrow, recessed addittonal floors with a reduced setback of 2m would
generally stll not cause a negative impact on the skyline. In addition, grven that many plots within
the Shema and 5t. Julian's UCA: are quute restricted, 3 2m recess (excluding penthouszes) would
enable the provision of more required floorspace. This same reazoning apphes to allowable setback
floors on residential buildings of not more than 2 floocrs that are located within Urban Conservation
Areas

2411 Buwmlding height relaxation not exceeding one floor 1z being permitted on school sites if this iz the
only ophion available to accommodate school extensions needed for the provision of new ancillary
educational facilihes (& g ; media room, computer labs, art rooms ete.). This 15 being sought so as to
avoid the costly relocation of existing schools. However, these vertical extensions will be allowed
by MEPA provided that they are stnetly mn line with the Department of Education’s school design
policy and regulations. MEPA will not permit that the new space provided by the extension be used
for new classrooms as this would inerease the student population and thereby lead to increased
immpacts m traffic generation and reduced amemty. School extensions above beight hmutation for
sites located within RPAs or affeching important Local Views mm UCAs are not being allowed m
order to protect the environment and amenity of these areas. Other floor inereases are planned for
Public Civic Facilittes, Hotels subject to conditions and Public Car Parks in San Gwann subject to
Policy NHSG03. It 15 moted that a2 hotel operaton does not meclude time share or serviced
apartments.

NHSEODS Upgrading of Public Open Spaces

Excezsively wide road spaces, traffic juncton: and dezsignated urban public open spaces with potential
for upgrading are identified for improvement as indicated in the Building Heizghts and Urban Design
Maps and in Appendix 1. On these zites, M EPA encourages proposals for embellishment by private or
public zector bodies in line with the environmental and design criteria stipulated in Appendix 1.
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4.4 Policies

NHHOO01 Residential Areas

The Local Plan designates Residential Areas (BAs) within the Urban Development Boundaries of the
following settlements az indicated in the relative Area Policy Maps:

Grira, Ta'Xbiex, Mzida, Pieta’, Pembroke, Paceville, San Gwann, Sliema and 5t Julian’s.

The following iz a kst of acceptable land-uzes (mew uses, extensions to existing uses, and change of
wzes) within all frontages located within the EAs.

L A mix of Clazs 1 (Use Claszes Order, 1994) terraced residential development as detailed in the
DC 2005, Part 3, and in accordance with the specific zoning conditions indicated im the same
guidance, unless otherwize stated by a policy in thiz Local Plan;

ii.  Clasz 2 (Uze Clazses Order, 1994) residential inztitutions, provided that:

*  they are of a small scale and do not create adverse impacts on the residential amenity of the
area;
*  Claszz 1 (a) inztitutions are located in close proximity to a town or local centre; and,
Clazz 2 (b) nursing homes and chinics are easily acceszsible from the arterial and distributor
road network.
fii. Clasz 3 (Use Clazses Order, 1994) hostel: provided that these uzes are im accordance with all
other relevant Local Plan policies.
iv. Class 4 (Use Clazses Order, 1994) small shops provided that:
% the small shops (of any nature) are not to exceed a total floor area of 50 :gm each, and
convenience shop: are not to exceed a total floor area of 75 sgm each;
* they comply with all the provizions of paras. 1.4.16 to 1.4.18 of the Interim Retail Planning
GCuidelines (2003); and
*  they comply with any relevant section of the DCI005 (design, access, amenity, ete.).

¥. Supermarkets provided that they comply with all the provizsions of Policy NHRE(4.

vi.  Class § (Use Clazses Order, 1994) offices provided that:
* the floorspace does not exceed 75 sqm;
*  they do not unacceptably exacerbate parking problems in a residential street that already
has an acute under provizion of parking spaces for residents; and,
* they comply with any relevant section of the D(C 2005(design, access, amenity, ete.).

vi. Classes 7 and 9 (Use Claszsez Order, 1994) non-residential mstitutions, swimming bath or pool,
skating rink, health c¢lub, sauna, sports hall, other indoor or outdoor land based sports or
recreation uses oot invelving motorized vehicles or firearms, and interpretation cemfres,
provided the facility:

* iz of a small seale and does not create adverse impacts on the residential amenity of the area;

* iz located on land already occupied by building: and will replace these buildings provided
they are not worthy of retention due to their historic/architectural merit and/or their
contribution to the character of the area, unless land iz specifically allocated for the facility
by this Local Plan; and,

*  the immediate surroundings of the site are already of a mized usze character.

viil, Class 8 (Use Classez Order, 1994) educational facilities, provided that access and the character
of the area are taken imto account and are deemed adequate by MEPA to allow the safe and
neighbour compatible uze of such facilities.

ix. Clasz 11 (Use Classes Order, 1994) business and light industry provided that:

* The groz: floor area of the premize: does not exceed 50 zqm (including storage of materials
and/or finizshed products);

Morth Harbours Local Plan et |
Approved Plan — July 2006

232



I

# The achivity conducted within the premises doez not use heavy duoty and/or noisy

electrical'mechanieal (including poneumatic) equipment, and equipment which requires a 3
phase electricity supply;

# The activity conducted within the premizes doez not entail extenzive and/or prolonged use of

percuzzion hand tools (eg. hammers, mallets ete);

# The activity employs less than 5 people; and

The activity comducted within the premises does not inherently entail the gemeration of
combustion, chemical or particulate by products.

Example: of acceptable uze: considered by MEPA include tailor, cobbler, lace making and
computer and electronic repair. Moreover, examples of unacceptable uses include carpentry,
panel beating, mechanic, mechanical plant servicing, spray painting and bakery.

Proposals to convert from existing Class 11 (Use Classes Order, 1994) zeneral industry to Class

11 (Uze Classes Order, 1994) business and hght industry within designated Besidential Areas

shall only be considered acceptable by MEPA if all the conditions listed above are adhered to,

and provided that it can be proven that the Class 12 Use (gemeral industry) operaton is a

permitted ome and the Claszs 11 Use (busimess and lizght industry) operation iz actually more
neighbourhood compatible that the Class 11 Use operation it intends to replace.
Taxi Business or for the hire of motor vehicles as per para. 6.15 of DIC2005.

Land-uszes falling outside those mentioned above will not be comsidered favourably within the
dezignated FAs, unless there are overriding reasons to locate such uses within these areas.

441

4412

443

Ee=idential Areas are the predommant land use in the urban areas especially on levels above ground
floor. The range of non-residential activities, especially at ground floor level, tends to be a3 mx of
uses and mecludes shops and offices, mostly of a local scale and serving local peed, spread
throughout the predommantly residential area. Garage businesses, schools, showrooms, bars and
other uses can also be found in some residential areas, but the range and scale of the mix of uses is

ereatly mmfluenced by the locality itzalf

This policy seeks to guide the future growth of Residential Areas pnmanly by encowraging the
location of more dwelling units within them It 1= not the mtention of MEPA to create “dormatory
towns” through a ngid zoning policy, but if 15 important that these areas remain primanly an
attractive place to live in and remain predominantly residentizl in use. This policy applies to all sites
within the Residential Aveas, unleszs a specific =ite 15 controllad by other pohicies in this Local Plan,
1 which case the site-specific policy should take precedence.

Thus pohiey also 1dentifies those non-residential uses that can be located withm the Fesidential Areas
because they support and enhance community amemity (such as very small shops, old people’s
homes or kindergartens} and/er do not create adverse environmental impacts {such as small offices
and small health famlities or visitor atiractions). The policy specifically excludes land-uses that are
deemed to be Incompatible with Fesidential Aveas due to thewr nature and scale of activity, such as
bad perghbouwr industrial uses. In thas regard, acceptable light industnal uses i residential areas shall
ooly imeclude very low mmpact mmdustrial activities such as electronic repalr, servicing and
mamntenance as well as handerafis that do not inherently require the use of electnical machimery,
especially those related to textiles. Activites which require the extensive use of mamual percussive
tools (eg. hammers, mallets etc) are not deemed compatible with residential areas.

NHHOOD2 Residential Priority Areas

The Local Plan deszsignate: Residemtial Priority Areas (BPA:) within the Urban Development
Boundaries of the following settlements as indicated in the relative Area Policy Maps:

Grira, Ta® Xbiex, Mzida, Pembroke, Paceville, San Gwann, 5t. Julian®s, and Swieqi.
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environmental impact on residents. The aim of this policy is to reduce the ameount of through traffic
in the rezidential areas.

1247 With traffic levels along Testaferrata Street, Abate Figord Street and Princess Margaret Street
expected to decrease with the infroduction of the Manoel Izland Link Foad there iz potental to
mmprove the environmental quality of these streets.

NHGT06 Drainage Pumping Station Site

MEPA will favourably consider the satizfactory rehabilitation and re-use of the Drainage Pumping
Stadon Site az indicated om Map GT1, provided that the implementation of the Manoel Izsland Link
Eoad as per Policy NHGT03 iz not prejudiced, and provided that all the conditions of thiz Policy are
satizfied.

The development of a modern drainage pumping facility and itz relocation to Site X as shown on Map
GT1is permitted provided that:

L The new facility iz located underground;
ii. The site is re-instated az a public open space at current sireet level; and
iii. The new facility does not negatively affect the amenity of local residents.

The adaptive re-usze of the existing pumping station heritage building iz encouraged provided that:

iv. Rehabilitation/refurbizhment of the pumping station is according to the parameters of a
Conszervation Order;

. The re-uze of the pumping station building iz not for residential purposes or other incompatible
uses;

vi. Amny proposal is to safeguard not only the listed status of the pumping station but also its setting
and local views; and,

vii. Proposals alzo include appropriate pedeztrian links to the public open space that iz planned at
the ex-Stadium Site in line with Pelicy NHGT14.

Any additional building: within the curtilage of the pumping station will be permitied subject to:

vili. Such additions being in accordance with the parameters of the Conservation Order;

ix. The additional development iz to safeguard not only the listed status of the exizting pumping
station but also its setting and local views; and

x. A satisfactory justification is given by the developer for such additional buildings.

1248 Therelocation of the pumping station underground at Site X would allow for the positive reuse and
rehabilitation of the existing important hentage buldmg and as a buffer zone to protect residents
from smells nmsance. In view of the curmrent availability of modern processes, this facility can be
surtably relocated with a reduced requirement for buffening. Any development shall not prejudice
the future implementation of the Manoel Island Link Road.

1249 Propesals for the refurbishment of the pump house should particularly include maimtenance of the
facads, gardens and external walls mn accordance wath the Conservation Order to be prepared by
MEPA at the appropriate tome.

NHGTO07 Height Envelopes and Frontage Width

Maximum building heights for Gzira and Ta’ Xhiex are designated az shown in Map GT2. Specific
heights puidance applies for the following sites/areas:

Morth Harbours Local Plan N
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Ta Xbiex Central orinnity Site

In accordance with Policy NHGTLS and a: indicated in Map GTI, MEPA will adopt a restrictive
approach on the Ta” Xbiex Opportunity zite in order to safeguard the wider setting of the Peninsula.

Grira Front

A sirict block-by-block stepping down of building heights from 7 floors to 4 floors will be sought as
shown in Map GT1I.

Frontage Widih

To aveid pencil development along the Gzira waterfront, proposals for new high buildings having a
facade width that iz less than 25m will not be permitted, except where the proposed facade will have a
dezign that iz identical to, and that is continuous with, that of itz exizting neizhbouring building,

12410 In the Central Ta" Xbiex Opportumty Site, no development will be permatted which detracts from
the skyline of the peninsula and views of the UCA and waterfront. Along the Gzira Strand, MEFPA
recognises that a more relaxed approach to building heights has been taken. The Local Plan seeks to
recognise this by promotng a steppmg down of height= on a block-by-block basis m this area
Where exizong frontages on the Strand have remained predomanantly 4 floors i benght, MEPA wnll
seek to retain permissible heights to four floors n view of sensifive wiew lines i1dentified threugh
Policies NHSEQ7 and NHSEQS.

12.4.11 Becent lngh-nse developments oceuwmng aleng the Gzira waterfront have resulted m a senes of
pencil developments with blank third party wall: and mappropriately desigmed facades. The Local
Plan will address this 155ue by applying stnct control on development along this waterfront whereby
proposals wall not be permitted with facades less then 25m wide unless specific design entena are
followead.

NHGTO0S Gzira and Ta® Xbiex Design Priority Areas

In considering the detailed development of the Ta® Xbiex Desizgn Priority Area as designated on Maps
GT1 and GTI, MEPA will ensure that proposals respect the following criteria:

i The essential character of the adjoiming Urban Comnservation Area must be maintained. In
particular proposals must respect the area’s prevailing villa typology, scale, architectural
characteristicz and detailling of buildings;

ii. Propozal: are to include 3 minimum of 25% of the site area for landscaping with gemerous
foliage provision, particularly along side curtilages; and

mi. Building heighiz are not to exceed 1 floor: without semi-basement, and the height of the new
building shall not exceed the roofline of neighbouring properties.

Development within the Gzira Design Priority Area as designated om Map GT2 must respect the
following criteria:

i The eszential character of the Gzira Design Priority Area must be maintained. In particular
proposed developments must fully respect the area’s streetscape by following the floor heights,
propoertions, fenestration and architectural characteristies of the adjacent buildings; and

b. The incorporation of projecting rooms in the facades of new development will not be allowed by
MEPA.

12412 Gzira lies between the Shema UCA (approved mm 1995) and the proposed M=ida UCA. Gewa
evolved on much the same lmes and during the same pernods as Shema and Maida, In fact, the
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coastal areas of Gzira were charactensed by late 19th Centwry villas surrounded with small gardens
along the seafront nearer to Sliema, and two storied raditional late 1%th — early 20th Century resort
and workers' dwellings and taverns nearer to Manoel Island bridge. Gzira evolved as a subwhb of
Shema during the twm of the 19%h to 20th centwry, and spread morthwards to apd along Rue
D¥Argens. Gzira also has a number of bmldings whose type and use first appeared at the tum of
the 1%th-20th century. These include the Dramage Pumping Station (1890s), designed by Sir. EL.
Galizia i the neo-gothic style; the Empire Stadmm (1922), pow derelict; the Chpheum
Theatre/Cinema, (1934}, scheduled as Grade 2, and the Marshall Court (1950s), bult as a Naval
Mamed guarters and m the 1970s was transformed as social bousmg. Much of the onginal urban
fabnc of Gzira still survives, apart from those along the seafront and some of the nearby streets, and
parts of Rue IV Argens. Consequently some areas of the onginal whan fabnie have been omitted
from the Design Prionty Area for Gzra. For these reasons the Local Plan designates the older parts
of Gzira as a Design Pnonty Area. The desizn of development withan this Desipn Prionty Area shall
fully respect the architectural charactenstics of adjacent buildings. Smularly, new bult development
within the Ta" Xbiex Design Prionty Area mmust fully respect the desipgn and emvironmental
charactenstics of the adjacent UCA villa area.

NHGTO09 Ta" Xbiex Housing Estate

MEPA will favourably consider proposals for the environmental upgrading of the Housing Estate
area as follows:

i An outline application iz to be submitted and iz to include proposal: for improvement: to all the
areas within the Estate;

ii. Proposals are to include better ntilization of all spaces between blocks, formalized car parking
spaces and re-deszigned landscaped public spaces and pedestrian links;

fii, The junction of Abate Rizord Street and Princess Margaret Street shall be improved according
to criteria identified in Appendix 1 (see Square GTS03);

iv. The road carriageway alomg Princesz Margaret Street zhall be narrowed and short-stay,
chevron (45 degree) parking and landscaping shall be introduced; and

¥.  Proposals are to include the establishment of an BPZ az shown on Map GT1 prier to the setting
up of short-stay ear parking in Princess Margaret Street.

12,413 Ta" Xbiex Housing Estate exhibits a number of problems primanly associated with the state of the
public realm. These include lack of formal play spaces and car parking spaces, unnecessarily wide
roads and a lack of well-maimntained landscaped areas. There are no safe play areas m proximuty to
the Estate. In order to provide an infrastructure and safe play spaces smtable for this Housing
Estate, proposals must improve the public realm within the Estate as a whole.

NHGT10 Ta  Xbiex Marina

MFEPA will positively consider measures to enhance the setting of the Marina area through the
provizsion of suitable landzcaping and better definition of pedestrian open space from parking areas.

12.4.14 The existing car park at Ta' Xbiex is an mportant facility for promenaders, residents and businesses
in the locality. It includes existing foliage and extensive bard landscaping. MEPA will promote the
environmental enhancement of this area where proposals secure better pedesinan provision.

NHGTI11 Offices in Ta" Xbiex

‘Within the Ta’ Xbiex Residential Priority Area, development permizzion for all mew office uses
(including local office uses) will not be granted, except where the proposed office use satisfies all of the
following criteria:
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Malta Tourism Authority,
BUILDING SCM01, LEVEL 3 SMART CITY MALTA RICASOLI, KALKARA

MALTA Tel : 21 224444
LICENCE / RECEIPT

Values displayed in Maltese Lira are based on the rate €1=1.m0.429300 and are for information purposes only
L-ammonti bil-Lira Maltijae huma bbazati fuq ir-rata ta €1=Lm0.429300 u huma ghal uzu ta' informazzjoni biss

Special Conditions:
CATERING LICENCE.

General Conditions
This licence is being issued under the following conditions
(a) 'The licensee' abides with the provisions of the laws and regulations of the Malta Tourism Authority, the Malta
Resources Authority as well as with other relevant laws and regulations currently in force in Malta
(b) Price lists, including also any additional charges are to be clearly and prominently displayed so as to be easily
seen by prospective customers
{c) Without prejudice to any new licensing and classification regulations governing catering establishments that the
Authority may in future determine
(d) TO PROVIDE ON THE OUTER SIDE OF THEIR PREMISES ENTRANCE, A RECEPTACLE OR MEANS
FOR THE DISPOSAL OF CIGARETTE BUTTS THE RECEPTACLE IS TO BE KEPT CLEAN AND SHOULD
NOT CARRY ANY ADVERTISING

In the case of payment by cheque the licence / receipt is invalid unless the cheque is cleared.

For Malta Tourism Authority
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Values displayed in Maltese Lira are based on the rate €1=Lm0.429300 and are for information purposes only
L-ammonti bil-Lira Maltijae huma bbazati fuq ir-rata ta €1=L.m0.429300 u huma ghal vzu ta’ informazzjoni biss

Special Conditions:

Transfer of licence w.e.f. 2004. Guest House will be demolished. Affidavit to this effect - vide affidavit in file.
LICENCE WEF 25/02/2009.

GUEST HOUSE STANDARD HAS BEEN CHANGED FROM COMFORT TO STANDARD WEF 04/02/2015 AS
PER LETTER IN FILE.
This Licence is being issued on condition that 'the licensee' abides with the provisions of the laws and reguiations

of the Malta Tourism Authority and the Malta Resources Authority as well as with other relevant laws and
regulations currently in force in Malta,

In the case of payment by cheque the licence / receipt is invalid unless the cheque is cleared.

K

For Malta Tourism Authority
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ANNEX 9
UNDERLYING ASSUMPTIONS & PERFORMANCE INDICATORS
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ANNEX C: VALUATION REPORT ON THE ST. JULIAN’S BOUTIQUE HOTEL

Arch?+ 85 Bulding T +356 2049 3966

Arch!tects’ t’.f'f‘:ff - 'C/| ﬁ:i%;?:p:\‘ﬁilmo com

Studio LA 8012 W waw arohiplus-slucio com
Valuation Report 2510112019
SITE AT TRIQ WIED GHOMOR, Client: FES Projects Ltd
SAN GILJAN, MALTA Int. Ref.: STJFES.01

243



244



CONTENTS

SECTION A: BACKGROUND

SECTION B: ASSUMPTIONS & CONDITIONS

SECTION C: EXISTING PROPERTY DESCRIPTION
SECTION D: TITLE & OCCUPATION

SECTION E: PLANNING & STATUTORY CONSIDERATIONS
SECTION F: PROPOSED SCHEME DETAILS

SECTION G: LOCATION

SECTION H: VALUATION ANALYSIS

ANNEXES

@® N O o N

14
15
20

1720

245



SECTION A: BACKGROUND

Report date
25" January 2018

Valuation date

The effective date of the valuation is the 25" January 2019. It must be noted that to the
best of my knowledge and belief there have been no material changes in circumstances
between the date of the site visit and the date of this report.

Client
FES Finance p.l.c. (C89431) & FES Projects Ltd (C83872)

Subject property

This report relates solely to the property known as the Boutique Hotel Site in Trig Wied
Ghomor, San Giljan, Malta (see Annex 1 for a Site Plan indicating the boundaries
assumed for the property), hereafter referred to as the “Property".

Purpose of valuation

The purpose of this valuation is for inclusion with the Company Admission Document to
be published in connection with the proposed bond issue. The valuation has been
prepared in accordance with the proposed bond issue.

Compliance with valuation standards
The valuation has been prepared in accordance with the following standards:

» Chapter 4 of the Prospects Rules (Rule 4.13.00) published by the Malta Stock
Exchange (MSE); and

= The Royal Institute of Chartered Surveyors (RICS) Valuation — Global Standards
(2017) hereafter referred to as the “Valuation Standards™.

There has been no depariure from these standards.

Basis of valuation

The Prospects Rules require that the valuation be made on the basis of an open market
value (more frequently the term market value is applied, with the “open” adjective, regard
being given to the Valuation Standards and the latest publications of related
internationally accepted Standards such as the IVS, RICS and EVS and the local KTP
Standard) for existing use.

2/20
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"Market Value", is defined in the Valuation Standards as "the estimated amount for which
the property should exchange on the date of valuation between a willing buyer and a
willing seller in an arm's-length transaction after proper marketing wherein the parties had
each acted knowledgeably, prudently and without compulsion.”

Since the Property is in course of development this Valuation Report also estimates:

= The estimated capital value at current prices on the basis of current market conditions
after the development has been completed (the value on completion of works); and

= The estimated capital value at current prices on the basis of current market conditions
after the development has been completed and the Property has been let and/or
where the trade has stabilized (the value on maturity).

Currency
The currency used in the Valuation Report is euro (€).

Capacity of Valuer
The undersigned has taken on this assignment as an Independent Valuer as defined in
the Valuation Standards. Furthermore, it is hereby confirmed that the undersigned:

* |sawarranted architect in terms of section 7 (3) of the architecture and civil
engineering professionals (Periti) Act 1996 and is a fully paid member of the KTP,
and is thus qualified to act as a valuer;

= Has sufficient current local knowledge of the particular property market involved and
has the knowledge, skills and ability required to perform this valuation report
competently;

= Is covered by Professional Indemnity Insurance which is updated in terms of standard
provisions;

* Isnot aware of any actual or potential conflict of interest in relation to the Property or
to the Client, since the undersigned or his associates will not benefit from the
valuation instruction, other than the valuation fee. Furthermore, the proportion of the
fee to the total fees earned by Archi+ in the preceding twelve months is minimal: and

= Isthe Perit responsible for the proposed works (namely architectural design, updates
in planning applications, civil works detailing and supervision, and finishes detailing
and supervision) on the Property,

Consent to publication and use

The undersigned acknowledges and agrees that the Valuation Report will be published in
an unabbreviated form in the Company Admission Document and will be referred to in
marketing and other materials prepared in the context of the issuance and listing of
bonds. The Company Admission Document will be accessible to potential Investors on
the Company’s website and the website of the MSE. Apart from that, neither the whole
nor any part this Valuation Report nor any reference thereto may be included in any
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Current occupation
At the time of inspection, the Site was vacant.

Proposed occupation
* To be operated by a third-party operator; and
= To be managed by a property manager, overseeing operator performance.

Tenure

The Site is being acquired under title of temporary emphyteusis for a term of 49 years,
with a break option after 35 years. No upfront fee is to be paid, and the contract shall give
the FES Projects Ltd a grace period on ground rent for a period of one year from the day
of acquisition.

Details of charges, easements and other burdens

Prospects Rule 4.13.04 requires that a valuation report provides details of registered
mortgages and privileges and other charges, real rights thereon including details of
emphyteutical concessions, easements and other burdens.

| have sought the input of legal advice in determining details of registered mortgages and
privileges and other charges. | understand that Property is being acquired on the
conditions described above and that there are no registered charges or mortgages over
the Property.

The Property is also free from debts, special hypothecs, special privileges, charges and
cautions, and is not subject to any requisition order or expropriation order.

SECTION E: PLANNING & STATUTORY CONSIDERATIONS

Planning considerations

The Site falls under the requirements of the North Harbour Local Plan (SJ2) published by
the Planning Authority (see Annex 6). The Site lies Outside the Development Zone
(ODZ). thus the Rural Policy and Design Guidance (2014) applies. This policy document
has a number of policies which refer to buildings ODZ, in particular Policy 6.2C which
states that the replacement building of an existing building in the ODZ shall be limited to
any other use that would result in a wider environmental benefit, provided the site is
already serviced by a road network that would adequately cater for the proposed new
use,

8/20

248



Nt

Development permits
The Site is covered by the following development permits (see Annexes 3 and 4):

Case No. Description of Works Status Date

PA/01576/12  Demolition of existing residence & structures, construction of a Approved  11/02/2015

semi-basement garage & overlying residential property with pool

PA/03805/17  Amended development application. Construclion of Class 3A Approved  04/04/2018

guest house and related ities in lieu of p y app!
villa covered by PA 0157612

Appeal

Itis to be noted that there is an ongoing appeal (PAB/00167/18) on the latest
development permit (PA/03805/17) on which this valuation is being based on (see Annex
5). As instructed by the Client, this valuation assumes that this appeal will not have an
impact on the Project.

Statutory considerations

Itis to be noted that there does not appear to be any enforcement action on the Property,
and that it seems to adhere all relevant statutory considerations, building laws and
sanitary regulations.

Highest and Best Use

The proposed usage of the Property (from the approved development permit
PA/03805/17) has been stated and classified by the undersigned as the Highest and Best
Use, because this use meets the following criteria:

= That the use is physically possible with regards to what would be considered
reasonable by market participants;

= That the use is legally permissible and any legal restrictions on the use of the site are
taken into account; and

= That the use is financially feasible and takes into account whether an alternative use
that is physically possible and legally permissible will generate sufficient return to a
typical market participant, after taking into account the costs of conversion to that
use, over and above the return on the existing use.

Any alternative use value is significantly lower than the proposed use.

9/20
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SECTION F: PROPOSED SCHEME DETAILS

Property type and features

Feature

Description

Property type

A small fully-finished and fitted Boutique hotel (Class
Order 3A: Guest house) housing 46 beds in 23 rooms,
hereafter referred to as the “Boutique Hotel".

Internal layout & design

The layout of the Boutique Hotel is shown on the
attached development permit drawings (Annex 3). Itis
considered to be very efficient and strategically laid out
as there is vertical core placed to meet fire escape
regulations, shafts to ventilate and service the ensuites,
and internal load-bearing walls are designed to be
continuous throughout all fioors.

No. of floor levels

Three floors above ground level and two below.

Access

It has private access via two single-lead doors from Trig
Wied Ghomor, one leading to the reception and the
other to the staircase.

Vertical circulation

1 main staircase and a passenger lift which gave access
to all of the levels besides the roof level.

Facilities

Type Facility Floor level NIA*

c Breakfast area 1] =35m*

Lelsure Lounge -1 =91m?
Reception 0 = 3.8m*
QOutdoor infinity-pool 0 =21.8m*
Terrace 0 =36.5m*

Back-of-house Offices - -2 =20.6m?
Store -2 =6.1m*
Preparation area. -1 =5.5m*
Box room 2 =37m*

*NIA: Net Internal Area (also known as IPMS 3)

10720
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Parking facilities
There is no parking provision or drop-off points being proposed.

Services on offer
Breakfast, restaurant and bar, laundry and dry-cleaning services, tours and ancillary
services.

Business mix

The Boutique Hotel will have several potential additional income streams other than the
hotel rooms including, however not limited to, breakfast, café, laundry and dry-cleaning,
luggage storage and drinks,

Finishes
The following assumptions have been taken about the level of finish of the Boutique Hotel
once complete:

= The building will be fully-finished and furnished making it operational upon
completion;

= The finishes will be of a high standard giving the Boutique Hotel an upmarket image
of leisurely and pleasant guest stays;

= Workmanship will be of good quality throughout: and

= Itis also being considered that a major refurbishment or renovation would not be
required before at least 7 years' time, barring any extraordinary events.

Structural type and condition
The structure will consist of load-bearing masonry walls supporting reinforced concrete
slabs.

Building services

The building will be served by all modern electrical, mechanical and electronic systems
which are required by the latest international standards for this category of hotels. The
building services will be concealed, however access points will be left for maintenance
and repairs.

Envir tal considerations
The building will house a water reservoir (having a volume of 57.8m?) and have double-
glazed apertures and roof insulation installed.

11720
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Areas and dimensions
The areas and dimensions indicated below are indicative only and were calculated from
the plans downloaded from Planning Authority (previously referred to as MEPA) website
from the drawings of PA/03805/17 (see Annex 3) and were measured using the Code of
Measuring Practice in the Valuation Standards.

Floor level GEA* NIA External area Roof area Clear height**
-2 =234 4m? =183.4m° =65.6m* 0m? =258m
T = 234 .4m* =184,5m? - =28m?* om? o -_27m
0 (Ground) =164.9m* =127.8m* =8Tm* om? =2.7m
1% =152.3m? =1146m* =36m? om? =257m
7t = 136.3m* =101.5m? =57.1m? Om? =257m
3"(Roof) om? 0m? om? =136m?
Total =922.3m* 5 =711.8m* =273.7m? =136m*

"GEA: Gross External Area (also known as IPMS 1)
eight): The height between the under structural floor level (USFL) and the

“*Clear height (also known as net h

finished floor level (FFL)

Bedroom accommodation

Room No. of Floor GIA* External Ensuite  View Accessible
beds level area -for-all

1 2 -2 =21.3m? =11.3m* Yes Valley No

2 2 -2 =20.2m?* =9.5m? Yes Valley o No

3 2 -2 =20.2m? =9.6m* Yes Valley No

4 2 -2 =21.7m* =9.7m? Yes Valley No

5 2 -2 =22.4am? =97m? Yes Valley No

6 2 -2 =29.9m? = 8.8m* Yes Valley Yes

7 2 -1 =21.2m? =53m* Yes Valley . No

8 2 -1 =23.1m* =d.4n? Yes Valley No

9 2 -1 =23.5m? *=4.4m? Yes Valley No

10 2 -1 =22.9m? = 4.4m" Yes Valley No

11 2 -1 =24m? =4.4m? Yes Valley No

12 B 2_ o —1_— =31.6m? tdm* Yes Valley T _No

13 2 0 *21.2m* =5.2m* Yes Valley No

12/20
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14 2 0 =20.2m* =4.4m* Yes Valley No

15 2 0 =20.2m* = 4.4m? Yes Valley No
16 2 0 =21.5m? =4.2m?* Yes Valley No
17 2 -2 =21.2m* =6.1m? Yes Valley No
18 2 b b =20.2m? =51m? Yes Valley No
19 2 1= o =31.1m? =6.5m? ;’es Valley o No T
20 2 14 =36.1m? = 16.6m? Yes Street & valley  No
21 2 2 =27.9m* =25m* Yes Valley No
22 2 2% =27.5m* =84m? Yes Valley No
23 2 i =36.1m? =19.2m* Yes Street &valley  No

*GIA: Gross Internal Area [also known as IPMS 2)

Analysis

Parking spaces to bedrooms 0

Beds to bedrooms 20

GEA to bedrooms 40.1
NIA to GEA 7%
Plot area to bedrooms 130

Expected dates of completion and occupancy

Development period: After consulting with the Client, it is expected that works will
commence in the first quarter of 2019 and completion of all works, including finishes,
building services and furnishing is expected in the second quarter of 2020.

Start-up phase: It is being assumed that the hotel shall reach the stabilized year in its
third year of operations (2022),

Estimated total cost of the development

The estimated cost of completion of the development (excluding a contingency allowance
and professional fees) amount to €1,200,000 (one million, two hundred thousand euro)
exc. VAT as outlined below:
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item Value

Site preparation €20,000

Civil works €200,000
zons!lmlion of elevated pool & related  €100,000

amenities

Building services 6_35'0.000

Finishes & rumilur;a - €530,000

Total €1,200,000

SECTION G: LOCATION

Local Authority
St. Julian’s (San Giljan) Local Council

Macro location: Locality

St. Julian’s is one of the most sought after localities both for leisure and entertainment
properties with the area having a large inventory with many hotels being planned and
constructed resulting in plenty of existing and future competition. This is due to the high
occupancy rates and positive signs if rental rate trends.

The locality is situated circa. 11 kilometres from the airport and 7 kilometres from Valletta.

Micro location: Surroundings
The area is desirable as itis in a strategically important area in view of its close proximity
to one of the most important commercial and entertainment areas in Malta. The area has
a positive outlook and which has fantastic unobstructed valley views.

On a visual examination of the plot, it is easy to note that the land plot is composed of
bedrock, and the street over the site is well retained which shall aid the construction
process of the property. The examination was carried out merely for the purposes of this
valuation and which does not constitute a structural condition report. It is being assumed
that the land plot is essentially suitable to undertake the development proposed.

14/20
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Roads

The site is located at the end of a cul-de-sac, which is surrounded and overlooked by
residential buildings. The street is of a slight inclination with no known unusual
characteristics. It is made up and surfaced with tar macadam and is in a decent condition.
Adjacent roads are also made up and surfaced and have street lighting installed.

The street is quiet with limited public parking and exposure as there is little footfall or
vehicular traffic. Access is only from Triq Wied Ghomor which commences from the
location best known as Tigullio, and the St. Julian's Police station if one is accessing the
street on foot.

The site is also close to Trig Gorg Borg Olivier and Trig Mikiel Anton Vassalli, this gives
the area easy road access via private transport and public transport facilities.

SECTION H: VALUATION ANALYSIS

Basis
Hospitality assets are classified as “trade-related property" and as such the following
have been considered in determining market value:

* The land;

* The building (including the structure, finishes and building services);
* Trade fixtures, furniture, fittings and equipment; and

» Alllicenses, permits, certificates and trading potential.

For the purpose of this valuation, all of the parts within the hotel development are being
valued as one asset.

Valuation methodology

This valuation focused on the existing state and the proposed state and use of the
Property. Since the proposed hotel will be an operational entity the value is based on the
estimated cash-flow generated by room sales and other facilities and services which is
converted into a value estimate through a capitalization process.

As the existing Property is a site which will be undergoing development and bearing in
mind that there is a valid building permit in respect of the proposed development, the so
called residual method has been adopted. This method is based on the premise that the
value of any property suitable for or undergoing development may be arrived at by
deducting from the end value of a proposed completed development the total cost of
development, including financing costs and fees incurred on property acquisition,

15/20
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construction costs, professional fees, development financing costs and an appropriate
amount for "developer's profit’. The residual amount remaining represents the price
which a developer could justifiably pay for the property in order to gain a reasonably
expected profit from the sale proceeds of the development.

Variables and assumptions
The following table shows the key valuation criteria as at the valuation date:

Capitatization rate, K 6.0%
Day-One Value nsk rate 0_.5%
Annual Growth Rate, Gr 2.0%
Discount rate, R 8.0%
Exit yield 6.0%

Projected net adjusted profit

The following table shows the estimated EBITDA (Earnings Before Interest, Tax,
Depreciation and Amortization) which is the net adjusted profit based upon the estimate
trading performance of a reasonably efficient operator (REQ) based on the first stabilized
year (however on the special assumption that the rates are taken at current rates):

No. of rooms 23
Available lettable reoms per annum 8,395
Room occupancy (& credit loss) 70%
Let rooms per annum 5877
Rack rate (Average advertised tariff) €150

AARR (Average Achieved Room Rate) €134

RevPAR {Revenue Per Available Room) €34

Potential gross income €1,124,930
Total rooms revenue €787,451
Other hotel revenue €24,354

Total hotel revenue B €811,805 Sl
Operating expenses ratic (OER) 87%
Purchase and operating expenses €543.909
EBITDA €267,896

Say €270,000

16120
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The value on completion of works

On the basis of the characteristics and conditions described above, | estimate the capital
value at current prices on the basis of current market conditions after the development
has been completed (also known as the Day-One Value) to be €4,120,000 (four million,
one hundred and twenty thousand euro) if freehold, as outlined below:

Direct Capitalization Method

EBITDA €267,896

Capitalization rate, K* 6.5%

Market Value €4,121,472
“This rate is higher (an additional 0.5%) to reflect a higher operational risk and di ing element.

Discounted Cash Flow Method

Year Potential Room Other Operating EBITDA
gross i y ratio

0 €1,124,930

j g €1,147 429 40% 3% 80% €94.633

2% €1,170,377 50% 3% 70% €180.986

R €1,193,785 70% 3% 67% €284,203

4 €1,217 660 70% 3% 67% €289.979

5 €1,242,014 70% 3% 67% €295,779

6 €1,266,854 70% 3% 67% €301,694

7 €1,292,191 70% 3% 67% €307,728

8 €1,318,035 70% 3% 67% €313,883

9 €1,344,395 70% 3% 67% €320,160

10 €1.371,283 70% 3% 67% €326,563

Exit value €5,651,577

Net Present Value (NPV) €4.114,570

“Construction period: The potential gross income is taken from the workings above in ‘Projected net adjusted
profit’

**The slart-up phase

***The first year where trade has stabilized.

17/20
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The Day-One Value if freehold is taken at the mean of the above values.

Furthermore, the Day-One Value of the Property on emphyteutical title is €2,620,000 (two
million, six hundred and twenty thousand euro).

The value on maturity

On the basis of the characteristics and conditions described above, the capital value of
the immovable freehold Property based on timely completion, approval of fault-free
construction and after trade has stabilized is estimated to be €4,460,000 (four million,
four hundred and sixty thousand euro) when taken at current rates and on the basis of
current market conditions; and €4,740,000 (four million, seven hundred and forty
thousand euro) when taken at the projected EBITDA of the first year where trade has
stabilized, as outlined below:

Direct Capitalization Method

Currentrates  Projected rates

EBITDA* €267.896 €284,293
Capitalization rate, K 6.0% 6.0%
Market Value €4,464,928 €4.738.217
Say €4,460,000 €4,740,000

Furthermore, the Value on maturity of the Property on emphyteutical title is €2,900,000
(two million, one hundred and twenty thousand euro),

Present capital value in existing state
On the basis of the characteristics and conditions described above, | estimate the value
of existing site:

= €1,600,000 (one million, six hundred thousand euro) if freehold, for the entire site
extending to an area of 300m? implying an average land value of €5,833/m?; and
*  €950,000 (nine hundred and fifty thousand euro) based on its emphyteutical title.
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ANNEXES

SITE PLAN

SITE PHOTOGRAPHS

PERMIT DRAWINGS
DEVELOPMENT PERMIT
APPEAL DETAILS

EXTRACTS FROM LOCAL PLAN
UNDERLYING ASSUMPTIONS
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ANNEX D: CONSOLIDATED PROSPECTIVE FINANCIAL INFORMATION AND
ACCOUNTANTS’ REPORT

Summary of significant assumptions and accounting policies

1. Introduction
The consolidated projected statement of financial position, the consolidated projected income
statement and the consolidated projected statement of cash flows of FES Finance p.l.c. and FES
Projects Ltd (together “FES Group”) for the four years from 1 January 2019 to 31 December 2022
(“the consolidated prospective financial information”) have been prepared to provide financial
information for the purpose of inclusion in the Company Admission Document of FES Finance p.l.c.
dated 6 March 2019. The consolidated prospective financial information, set out on in Annex D and
the assumptions below are the sole responsibility of the Directors of the Issuer.

The consolidated prospective financial information has been prepared on the basis of a bond issue of
€5,000,000 at a nominal value of €100 per bond offered by FES Finance p.l.c.

The consolidated prospective financial information for the four years ending 31 December 2022 has
been based on the projections of the FES Group covering the period 1 January 2019 to 31 December
2022.

The consolidated prospective financial information is intended to show a possible outcome based on a
mixture of best-estimate assumptions as to future events which the Directors expect to take place and
actions the directors of the Guarantor expect to take and hypothetical assumptions about future events
and management actions which might not necessarily occur. Events and circumstances frequently do
not occur as expected and therefore actual results may differ materially from those included in the
consolidated prospective financial information. Attention is drawn, in particular, to the risk factors set
out in the Company Admission Document which describe the primary risks associated with the
business and operations to which the consolidated prospective financial information relates.

The consolidated projected financial information is not intended to and does not, provide all the
information and disclosures necessary to give a true and fair view of the financial results, financial
position and cash flows of the FES Group in accordance with International Financial Reporting
Standards as adopted by the EU.

The Directors have exercised due care and diligence in adopting the assumptions below. The
consolidated prospective financial information was formally approved on 6 March 2019 by the
Directors and the stated assumptions reflect the judgements made by the Directors as at that date. The
assumptions that the Directors believe are significant to the consolidated prospective financial
information are set out in section 2 of this Annex D.

2. Basis of preparation and principal assumptions

The principal assumptions relating to the environment in which the FES Group operates, and the
factors which are exclusively outside the influence of the Directors and which underlie the
consolidated prospective financial information are the following:

o there will be no material adverse events originating from market and economic conditions;

o the FES Group will enjoy the confidence of its suppliers;
o interest rates will not change materially throughout the period covered by the projections;
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o the basis and rates of taxation will not change materially throughout the period covered by
the projections; and
. the rate of inflation will not exceed that experienced in the last few years.

The principal assumptions relating to the environment in which the FES Group operates and the
factors which the Directors can influence and which underlie the prospective consolidated financial
information, are the following:

2.1 Revenues
The FES Group’s projected revenue for the four years ending 31 December 2022 is based on the
preliminaty agreements entered into and market rates/market data.

The projections assume that the Gzira boutique hotel shall operate as a 36 room boutique hotel as
from 1 July 2019 following conversion works which are expected to take place soonest after the issuing
of the relevant permits. Further development works are expected to take place in Winter 2019/2020,
and as from 1 April 2020, the Gzira boutique hotel shall have a room stock of 56 rooms. The
projections assume that the boutique hotel will have an occupancy level of 72.5% as from FY2021 and
generate revenue of €60 per available room, at 2% per annum thereafter.

The projections assume that the site in St. Julian’s shall be developed into a 23 room boutique hotel by
1 July 2020. The projections assume a gradual increase in occupancy, stabilising at 70% as from
FY2020, and a average daily rate of €94/room, at 2% per annum thereafter.

2.2 Direct costs

Direct costs are expected to stabilise at c. €0.7 million per annum as from FY2022 and shall consist of
direct wages and other costs directly related to the hotel operations, including consumables, laundry
and commissions. As a result, the FES Group is expected to generate a gross profit margin of c. 65%.

2.3 Administrative expenses

Administrative expenses shall primarily comprise the Manager and Operator fee, marketing costs,
professional fees, insurance costs and ongoing bond issue costs. Such costs are expected to stabilise to
c. €500k per annum from FY2021. Amortisation and depreciation costs shall stabilise at c. €200k per
annum and shall include the amortisation of bond issue costs and right of use asset, as well as
depreciation on the boutique hotels. Depreciation and amortisation costs are calculated using the
straight-line method to allocate the development costs and right of use asset respectively on the St.
Julian’s property, over the emphyteutical term, except for furniture which is based on a 10-year useful
life. The buildings and furniture cost on the Gzira property are depreciated using the straight-line
method, based on an estimated useful life of 50 years and 10 years respectively.

2.4  Finance costs

Finance costs relate to interest on the Bond which is expected to be issued in FY2019, which has been
assumed at 5% per annum, and the unwinding of interest on the finance lease liability, given that the
emphyteutical lease entered into on St. Julian’s boutique hotel has been accounted for under IFRS 16
Leases. The interest on the Bond is assumed to commence on 1 April 2019, with the final payment
being made on 31 December 2028. The projections assume that contributions to a sinking fund will be
made as from FY2024, in order to facilitate the redemption of the bond. Interest receivable on
amounts held in the sinking fund is assumed at 1.5% p.a., net of final withholding tax.

2.5 Taxation
Current taxation is provided at 35% of chargeable income for the period.
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2.6 Capital and Reserves

The FES Group’s capital and reserves are expected to increase over the projection period as a result of
retention of profits as well as a revaluation of the St. Julian’s boutique hotel based on the valuation
report set out in Annex C, net of a 35% deferred tax and the accounting of negative goodwill arising
on the acquisition of the Gzira boutique hotel, together with the revaluation of the Gzira property in
line with the valuation report set out in Annex B. No dividends have been assumed in the consolidated
prospective financial information. The FES Group does not intend to distribute dividends to the
ultimate beneficial owners in the first three years following the Bond Issue.

2.7 Working capital

The FES Group’s working capital mainly comprises the net impact of inventory, trade and other
receivables and trade and other payables. Settlement of trade receivable and trade payable balances has
been assumed to be effected within 30 days.

3. Conclusion
The Directors believe that the assumptions on which the prospective financial information is based are

reasonable.

Approved by the Directors on 6 March and signed on its behalf by:

Mr Christopher Vella Dr Reuben Debono
Director Director
Mr Paul Bugeja Dr Edward Woods

Director Director
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Consolidated income statement

'€000 FY2019 FY2020 FY2021 FY2022
Revenue 499 1,350 1,814 2,035
Costof sales (190) (483) (642) (710)
Gross profit 309 867 1,172 1,325
Administrative expenses (673) (587) (690) (742)
Operating profit (364) 280 482 583
Netfinance costs (263) (330) (331) (332)
Profit before tax (627) (50) 151 251
Tax expense 64 4 (82) (117)
Profit after tax (563) (46) 69 134

FES Group forecasts for the years ending 31 December 2019, 2020, 2021 and 2022
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Consolidated statement of financial position

FY2019 FY2020 FY2021
ASSETS
Non-current assets
Property, plantand equipment 7,997 8,649 8,523 8,398
Intangible assets 94 84 74 64
Deferred tax asset 83 111 54 -
Total non-current assets 8,174 8,844 8,651 8,462
Currentassets
Inventories 6 19 26 30
Trade and other receivables 39 111 152 172
Cash and cash equivalents 602 52 282 586
Total currentassets 647 182 460 788
Total assets 8,821 9,026 9,111 9,250
EQUITY AND LIABILITIES
Equity
Share capital 401 601 601 601
Revaluation 2,085 2,077 2,070 2,063
Retained earnings (563) (609) (540) (406)
Total equity 1,923 2,069 2,131 2,258
Non-current liabilites
Borrowings 5,000 5,000 5,000 5,000
Finance lease liability 1,537 1,542 1,549 1,556
Deferred tax liability 291 288 284 280
Total non-current liabilites 6,828 6,830 6,833 6,836
Current liabilites
Trade and other payables 20 53 73 82
Borrowings - -
Finance lease liability 50 74 74 74
Total current liabilites 70 127 147 156
Total liabilites 6,898 6,957 6,980 6,992
Total equity and liabilities 8,821 9,026 9,111 9,250
Gearing (netdebt/net debt + equity) including finance lease liability 75.7% 76.0% 74.8% 72.8%
Gearing (netdebt/netdebt + equity) excluding finance lease liability 69.6% 70.5% 68.9% 66.2%

FES Group forecasts for the years ending 31 December 2019, 2020, 2021 and 2022
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Consolidated statement of cash flows

'€000 FY2019 FY2020 FY2021 FY2022
Cash flows from operating activities

Operating profit (364) 280 482 583
Add back depreciation and amortisation 140 187 194 202
Payment of ground rent (50) (74) (74)
Working capital adjustments

Changes in inventory (6) (13) (8) (3)
Changes in receivables (39) (73) (41) (19)
Changes in payables 20 34 19 10
Operating cash flow (249) 365 572 699
Interest paid (188) (250) (250) (250)
Tax paid (19) (25) (25) (65)
Net cash (used in)/ generated from operating activities (456) 90 297 384
Cash flow from investing activities

Payments for property, plantand equipment (4,141) (840) (69) (78)
Net cash used in investing activities (4,141) (840) (69) (78)
Cash flow from financing activities

Proceeds fromissue of shares 300 200 - -
Proceeds from bond issue 5,000 - -
Bond issue costs (102) - -
Net cash generated from financing activities 5,198 200 - -
Movement in cash and cash equivalents 601 (550) 228 306
Cash and cash equivalents at the beginning of the year 1 602 52 280
Cash and cash equivalents at end of year 602 52 280 586

FES Group forecasts for the years ending 31 December 2019, 2020, 2021 and 2022
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ANNEX E: LIST OF DIRECTORSHIPS OF THE ISSUER’s DIRECTORS

Name

Current Directorships Past Directorships
(within the past 5 years)

Directors

Christopher Vella

Polymath & Boffin Limited

Polymath & Boffin Real Estate Royal Credit Union Limited
Management Solutions Limited

Vuelo Jet Limited

FES Platinum Projects Ltd

FES Projects Ltd

FES Finance p.l.c.

Reuben Debono

Pactum Company Limited
Trustforte Fiduciary Limited
Testa Finance p.lLc.

FES Platinum Projects Ltd
FES Projects Ltd

FES Finance p.l.c.

SP Finance p.l.c.

Paul Bugeja

Malta Air Travel Limited
FES Finance p.l.c.

Edward Woods

Malta Communications Authority
FES Finance p.l.c.
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ANNEX F: APPLICATION FORM

FES Finance p.l.c. — Application Form
€5 million 5% Secured Bonds 2029

APPLICANT

. Non—Resident. Minor (under 18). Body Corporate / Body of Persons. CIS-Prescribed Fund
TITLE (Mr/Mrs/Ms/...) FULL NAME & SURNAME / REGISTERED NAME
Date of Birth Nationality 1.D. CARD / PASSPORT / COMPANY REG NO. | Document Type Country of Issue of ID
document
ADDRESS
POST CODE
MSE A/C NO. (if applicable) LEI (MANDATORY for non-individuals) TELNO. MOBILE NO. (MANDATORY for e-
portfolio registration)
. Already registered for e-portfolio . Please do not register me for e-portfolio . Please register me for e-
portfolio
ADDITIONAL (JOINT) APPLICANTS (see note 4)
‘pleazz wee @ ad siianel Spolicaliss Faree i seace e sl oMozl
TITLE (Mr/Mrs/Ms/...) FULL NAME & SURNAME DATE OF BIRTH NATIONALITY DOUCMENT TYPE 1.D. CARD / PASSPORT NO. AND
COUNTRY OF ISSUE
TITLE (Mr/Mrs/Ms/...) FULL NAME & SURNAME DATE OF BIRTH NATIONALITY DOCUMENT TYPE 1.D. CARD / PASSPORT NO. AND
COUNTRY OF ISSUE

MINOR’S PARENTS / LEGAL GUARDIAN/S (see note 5) (to be competed ONLY if the Applicant is a minor)

TITLE (Mr/Mrs/Ms/...) FULL NAME & SURNAME DATE OF BIRTH NATIONALITY DOCUMENT TYPE 1.D. CARD / PASSPORT NO. AND
COUNTRY OF ISSUE

TITLE (Mr/Mrs/Ms/...) FULL NAME & SURNAME DATE OF BIRTH NATIONALITY DOCUMENT TYPE 1.D. CARD / PASSPORT NO. AND
COUNTRY OF ISSUE

I/WE APPLY TO PURCHASE AND ACQUIRE (see notes 8 and 9)

AMOUNT AMOUNT IN WORDS
IN
FIGURES

€

FES Finance p.l.c. 5% Bonds 2029 (minimum subscription of €5,000 and in multiples of €100 thereafter) at the Bond Issue Price (at par), as defined in the Company Admission
Document dated 6 March 2019 (the ‘Company Admission Document’), payable in full upon application under the Terms and Conditions of the Bonds as set out in the Company
Admission Document

RESIDENT - WITHHOLDING TAX DECLARATION (see note 10 & 11a) (to be completed ONLY if the Applicant is a resident
of Malta)

I/We elect to have final withholding tax deducted from my/our interest.

1/We elect to receive interest gross (i.e. without deduction of withholding tax).

NON-RESIDENT - DECLARATION FOR TAX PURPOSES (see note 12) (to be completed ONLY if the Applicant is a non-resident)
TAX COUNTRY CITY OF BIRTH COUNTRY OF BIRTH

T.L.N. (Tax Identification PASSPORT / NATIONAL I.D. CARD NO. COUNTRY OF ISSUE ISSUE DATE

Number)

I/We am/are NOT resident in Malta but I/we am/are resident in the European Union.

I/We am/are NOT resident in Malta and I/we am/are NOT resident in the European Union.

INTEREST, REFUND AND REDEMPTION MANDATE (see note 12) (completion of this panel is MANDATORY)

BANK IBAN

I/We have fully understood the instructions for completing this Application Form and am/are making
this application solely on the basis of the Company Admission Document subject to the Terms and
Conditions as contained therein which I/we fully accept.

Signature/s of Applicant/s Date
(Both parents or legal guardian/s are/is to sign if the Applicant is a minor)
(All parties are to sign in the case of a joint Application)

AUTHORISED FINANCIAL INTERMEDIARY’S STAMP AUTHORISED FINANCIAL APPLICATION NUMBER
INTERMEDIARY’S CODE
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NOTES ON HOW TO COMPLETE THIS APPLICATION FORM AND OTHER INFORMATION

1.

w

10.

The following notes are to be read in conj ion with the Comp Admi: D dated 6 March 2019 regulating the Bond Issue.

This Application is governed by the Terms and Conditions of the Application in this Company Admission Document dated 6 March 2019. Capitalised
terms not defined herein shall, unless the context otherwise requires, have the meaning ascribed to them in the Company Admission Document.

The Application Form is to be completed in BLOCK LETTERS.

Applicants who are Non-Residents in Malta for tax purposes, must indicate their passport number in Panel B and complete Panel G. The relative box in
Panel A must also be marked appropriately.

Applicants are to insert full personal details in Panel B. In the case of an Application by more than one person (including husband and wife) full
details of all individuals, including I.D. card numbers, must be given in Panels B and C but the person whose name appears in Panel B shall, for all
intents and purposes, be deemed to be the registered holder of the Bonds (vide note 7 below). Interest and redemption proceeds will be issued to the
account indicated in Panel H or as otherwise indicated by the Bondholder/s duting the term of the Bond.

Upon submission of an Application Form, Bondholders who do not have an online e-portfolio account will be registered by the CSD for the online
e-portfolio facility and will receive by mail at their registered address a handle code to activate the new e-portfolio login. The Bondholder’s statement
of holdings evidencing entitlement to Bonds held in the register kept by the CSD and registration advices evidencing movements in such register will
be available through the said e-portfolio facility on https://eportfolio.borzamalta.com.mt/. Those Bondholders who opt not to avail themselves of
this facility should indicate such in ~ Panel B of the Application Form. Further details on the e-portfolio are found on
https://eportfolio.borzamalta.com.mt/Help.

Applications in the name and for the benefit of minors shall be allowed provided that they are signed by both patents or by the legal guardian /s and
accompanied by a Public Registry birth certificate of the minor in whose name and for whose benefit the Application Form is submitted. The relative
box in Panel A must also be marked appropriately. Any Bonds allocated pursuant to such an Application shall be registered in the name of the
minor as Bondholder,  with interest and redemption proceeds payable to the parents or legal guardian/s signing the Application Form until such
time as the minor attains the age of ecighteen (18) years, following which all interest and redemption proceeds shall be payable directly to the
registered holder, provided that the Issuer has been duly notified in writing of the fact that the minor has attained the age of cighteen (18) years.

In the case of a body corporate, the name of the entity exactly as registered, and the registration number and LEI are to be inserted in Panel B.
Applications must be signed by duly authorised representatives indicating the capacity in which they are signing.

APPLICANTS WHO ALREADY HOLD SECURITIES ON THE MSE ARE TO INDICATE THEIR MSE ACCOUNT NUMBER IN PANEL B.
APPLICANTS ARE TO NOTE THAT ANY SECURITIES ALLOTTED TO THEM WILL BE RECORDED IN THE MSE ACCOUNT NUMBER
QUOTED ON THIS APPLICATION FORM. IF DETAILS OF SUCH MSE ACCOUNT NUMBER, AS HELD BY THE MSE, DIFFER FROM
ANY OR ALL OF THE DETAILS APPEARING OVERLEAF, A SEPARATE REQUEST BY THE APPLICANT TO CHANGE THESE
DETAILS AS RECORDED AT THE MSE WILL HAVE TO BE EFFECTED.

Applications must be for a minimum of €5,000 and thereafter in multiples of €100.

Payment must be made in Euro, in cleared funds to “The Registrar — FES Finance p.l.c. Bond Issue’. In the event that the cheque
accompanying an Application Form is not honoured on the first presentation, the Issuer and the Registrar reserve the right to invalidate the
relative Application.

Only Applicants who hold a valid official Maltese Identity Card or companies registered in Malta will be treated as tesident in Malta. In such a case the
Applicant may elect to have final withholding tax, currently 15%, deducted from interest payments in which case such interest need not be declared in the
Applicant’s income tax return. The Applicant may elect to receive the interest gross (i.e. without deduction of final withholding tax), but will be obliged to
declare interest so received in the tax return. Interest received by non-resident Applicants is not taxable in Malta and non-residents will receive interest
gross. Authorised entities applying in the name of a Prescribed Fund (having indicated their status in the appropriate box in Panel A) will have final
withholding tax (currently 10%), deducted from interest payments. In terms of section 23 of the Company Admission Document, unless the Issuer is
otherwise instructed by a Bondholder, or if - the Bondholder does not fall within the definition of “recipient” in terms of Article 41(c) of the Income Tax
Act (Cap. 123 of the laws of Malta), interest shall be paid to such person net of final withholding tax,( currently 15%) of the gross amount of interest,
pursuant to Article 33 of the Income Tax Act (Cap. 123 of the laws of Malta).

Non-residents of Malta should note that payment of interest to individuals and certain residual entities residing in another EU Member State is reported
on an annual basis to the Director General Inland Revenue, Malta, who will in turn exchange the information with the competent tax authority of the
Member State where the recipient of interest is resident. This exchange of information takes place in terms of the Council Directive 2014/ 107/EU of 9
December 2014 amending Directive 2011/16/EU as regards mandatory automatic exchange of information in the field of taxation. 11a. the contents of
Notes 10 and 11 above do not constitute tax advice by the Issuer and Applicants are to consult their own independent tax advisors in case of doubt.

If any Application is not accepted after the closure of the subscription lists or is accepted for fewer Bonds than those applied for, the monies or the
balance of the amount paid but not allocated, as the case may be, will be returned by direct credit into the bank account as indicated in Panel H. Interest
and redemption proceeds will be credited to the account indicated in Panel H or as otherwise amended by the Bondholder/s during the term of the
Bond.

Subscription lists for the Applicants will close on 18 March 2019 at 12:00 CET. The Issuer reserves the right to refuse any Application which appears to be
in breach of the Terms and Conditions of the Application as contained in the Company Admission Document. Any Applications received by the Registrar
after the subscription lists close will not be accepted. Completed Application Forms are to be delivered to any of the Authorised Financial
intermediaries listed in the Company Admission Document, during normal office hours. Remittances by post are made at the risk of the Applicant and the
Issuer disclaims all responsibility for any such remittances not being received by the date of closing of the subscription lists.

By completing and delivering an Application Form you (as the Applicant(s)) acknowledge that:

a.  the Issuer may process the personal data that you provide in the Application Form in accordance with the General Data Protection Regulation

— GDPR (Regulation (EU) 2016/679

b.  the Issuer may process such personal data for all purposes necessary for and related to the Bonds applied for; and

c.  you,as the Applicant, have the right to request access to and rectification of the personal data relating to you, as processed by the Issuer. Any such
requests must be made in writing and addressed to the Issuer. The request must be signed by yourself as the Applicant to whom the personal data
relates.

The value of investments can go up or down and past performance is not necessarily indicative of future petrformance. The nominal value

of the Bonds on offer will be repayable in full upon redemption. An investor should consult an independent financial advisor, licensed
under the Investment Services Act (Cap. 370 of the laws of Malta), for advice.
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ANNEX G: AUTHORISED INTERMEDIARIES

Name Address

Telephone

Financial Planning Services Limited 4, Marina Court, G. Cali Street, T2’
Xbiex, XBX1421, Malta

+356 2134 4244

Jesmond Mizzi Financial Advisors 67, Level 3, South Street, Valletta,
Limited VLT1105, Malta

+356 2326 5690
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Issuer

FES Finance p.l.c
19-23, Conservatory Street,
Floriana, Malta
www.fes.com.mt

Guarantor

FES Projects Ltd
19-25, Conservatory Street,
Floriana, Malta
www.fes.com.mt

Corporate Advisor and Reporting Accountant

Grant Thornton
Fort Business Center, Level 2
Mriehel Bypass
Birkirkara BKR 3000, Malta
www.grantthornton.com.mt

Placement Agent, Manager and Registrar

Financial Planning Services Limited
4, Marina Court, G. Cali Street
Ta’ Xbiex, XBX1421, Malta

www.bonellofinancial.com
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