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SUNBORN (GIBRALTAR) LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The directors present their annual report and audited accounts for the year to 31 December 2023.

Activities and review of business

The Company's principal activity is rental of the luxury yacht hotel docked at Ocean Village in
Gibraltar to its sister company Sunborn (Gibraltar) Resort Limited, which runs the operations in
accordance with a lease contract. The Yacht hotel is equipped with 189 cabins, including 22 suites.
There are also conference facilities for up to 400 delegates, restaurants, bars fitness center, spa and
lounges inside the Yacht hotel.

Results and dividends
The Company has made a loss of £ 622,548 for the year (2022: loss £ 513,718).

The directors do not recommend the payment of a dividend.

Directors
The director who served office during the whole of the period 1 January 2023 to the date of this
report were as shown on page 1.

Financial risk management

The Company's operations expose it to multiple financial risks, including market risks such as
interest rate fluctuations and foreign currency exposure, as well as credit risk, liquidity risk, and
refinancing risk. These risks are comprehensively detailed in Note 3 of our financial statements.

Company bond is approaching maturity on 5 September 2024. In response, we have enlisted
financial advisors and are in active discussions to secure refinancing prior to this date. The prevailing
conditions in the high-yield and commercial real estate markets, coupled with a challenging business
environment in Gibraltar and performance that falls short of our expectations, compound the
complexity of these negotiations.

The Company is exploring various solutions, including the availability of continued financing
arrangement in Gibraltar based on current and expected future performance, also considering the
moveable nature of company assets, alternative solutions. As of the approval date of our financial
statements, we have not secured a definitive refinancing agreement nor decided on other strategic
alternatives. Should the Company fail to secure the necessary refinancing, there would be significant
doubt about its ability to continue as a going concern and the assumption of ongoing operations
could be deemed inappropriate, necessitating the revaluation of company assets to their
recoverable amounts and possibly leading to the recognition of additional liabilities.

The bond terms require redemption at nominal value plus a call premium of 110% (currently at
106%) on the maturity date. We anticipate finalizing a redemption offer that will reflect both the
terms of the refinancing or other means of repayment under discussion and the outcomes of these
negotiations, which remain subject to reaching a definitive agreement.



SUNBORN (GIBRALTAR) LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)

Going concern
Matters in relation to going concern are addressed in note 2.1 to the financial statements.

Management has undertaken a thorough assessment of the Company's capacity to sustain its
operations into the foreseeable future. This assessment focuses particularly on the impending
maturity of the Company's bond, scheduled for repayment on 5t September 2024.

In anticipation of this maturity, the Company has engaged financial advisors and is actively pursuing
refinancing and alternative options.

The Company shall redeem the outstanding Bonds on the Final Maturity Date with an amount per
Bond price equal to 110 percent (currently 106 percent). Furthermore, the Company shall on the
Final Maturity Date, pay an amendment fee for the 2022 amendment in an amount equal to 0.50
per cent. of the Nominal Amount of each Bond.

The Company is engaged in several negotiations at the moment, covering a wide spectrum of
arrangements, without ruling out any route, to secure a refinancing solution before the Final
Maturity Date.

The Company aims to finalise its bond refinancing during the summer of 2024 and has received
preliminary offers and indications. However, as of the approval date of these financial statements,
no commitments have been made, and negotiations are ongoing with counterparts. This situation
introduces a material uncertainty regarding the adequacy and availability of future funding. Should
the Company fail to secure the necessary refinancing, there would be significant doubt about its
ability to continue as a going concern. Under such circumstances, it may become necessary to re-
evaluate the Company’s liabilities that may arise due to changes in the Company’s operational
continuity assumptions.

This risk assessment reflects a prudent approach by management to disclose the potential impacts
of financial uncertainties and their possible effects on the Company’s long-term viability.

As of the date of approval of these financial statements, the company has not secured a definitive
loan agreement for refinancing. However, based on our historical success in securing necessary
funding, we remain optimistic about our ability to finalize refinancing arrangements. Despite this
confidence, the current uncertainty about the availability of funding raises substantial doubt about
the company's ability to continue as a going concern. Should the company fail to obtain refinancing,
the assumption of ongoing operations may no longer be valid. This condition would necessitate the
revaluation of assets at their recoverable amount and could result in the recognition of additional
liabilities.

Under the current terms and condition, the bonds shall be redeemed on maturity date at nominal
amount in addition to call premium (currently 106 per cent). However, the company is expecting to
conclude a redemption offer that will reflect the availability and terms and conditions of refinancing
currently under negotiation and subject to agreement.



SUNBORN (GIBRALTAR) LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023 (Continued)

Corporate governance
The directors have opted to apply the provisions of Section 251(8) of the Companies Act 2014, and
not disclose the corporate governance requirements.

Statement of directors’ responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year which
meet the requirements of the Gibraltar Companies Act 2014. In addition, the Directors have elected
to prepare the financial statements in accordance with the UK adopted International Financial
Reporting Standards.

The financial statements are required by law to give a true and fair view of the state of affairs of the
company and the profit and loss of the company for that period. In preparing these financial
statements, the directors are required to:

e Select suitable accounting policies and then apply them consistently;
e Make judgements and estimates that are reasonable and prudent;

e State whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

e Prepare the financial statements on the going concern basis, unless it is inappropriate to
presume that the company will continue in business.

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the company and enable them to ensure that the
financial statements comply with the Companies Act and other applicable legislation. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

Statement of disclosure to auditors

So far as the directors are aware, there is no relevant audit information of which the company's
auditors are unaware. Additionally, the directors have taken all the necessary steps that they ought
to have taken as directors in order to make themselves aware of all relevant audit information and
to establish that the company's auditors are aware of that information.

Auditors
AMS Limited are willing to stand for reappointment at the next Annual General Meeting.

I~ AL

Hans Niemi
Director, 30 April 2024



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
SUNBORN (GIBRALTAR) LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Sunborn (Gibraltar) Limited (the Company), for the
year ended 31 December 2023, which comprise the statement of financial position, the statement
of comprehensive income, statement of cash flows, the statement of changes in shareholders’
equity, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2023 and
of the loss and cashflows for the year then ended;

e have been properly prepared in accordance with the UK adopted International Financial
Reporting Standards; and

e have been prepared in accordance with the Companies Act 2014.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Material uncertainty relating to going concern

In forming our opinion on the financial statements, which is not qualified, we have considered the
adequacy of the disclosure made in Note 2.1 to the accounts concerning the Company’s ability to
continue as going concern. As explained in Note 2.1 to the accounts, indicate the existence of a
possible uncertainty which may cast doubt about the Company’s ability to continue as going
concern. The financial statements do not include the adjustments that would result if the Company
was unable to continue as going concern.

Audit approach
Materiality
e Overall materiality: £814,935 which represents 1 % of total assets of the Company.

Key audit matters
e @Going concern
e Revenue recognition
e Investment property valuation

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where management made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
SUNBORN (GIBRALTAR) LIMITED - continued

Our application of materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to
obtain reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of the financial statements. Based on our professional judgement, we determined
certain quantitative thresholds for materiality, including the overall materiality for the financial
statements as set out in the table below. These, together with qualitative considerations, helped us
to determine the scope of our audit and the nature, timing and extent of our audit procedures and
to evaluate the effect of misstatements on the financial statements as a whole.

Overall materiality £814,935

How we determined it 1 % of the Total assets of the Company.
Rationale for the materiality benchmark We have applied the Total assets benchmark
applied as, in our view, it is the key driver for the

principal users of the financial statements. We
also believe this will provide an appropriate
and consistent year-on year basis for our
audit.
Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period and include the most significant
assessed risks of material misstatement (whether or not due to fraud) we identified, including those
which had the greatest effect on: the overall audit strategy, the allocation of resources in the audit;
and directing the efforts of the engagement team. These matters were addressed in the context of
our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Key audit matter in the audit of the company How our audit addressed the key audit
matter

Going Concern

Our audit procedures covered discussion
with management about his assessment of
the company's ability to continue as a going
concern and management's future plans. We
considered management going concern
assessment and assumptions.

Refer to accounting policies and note 2.1.

As noted by the directors on note 2.1, the
financial statements are prepared on a going
concern basis. This basis is supported by several
assumptions and continued financial support
from its parent company.




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
SUNBORN (GIBRALTAR) LIMITED - continued

Key audit matters - continued

Key audit matter in the audit of the company How our audit addressed the key audit
matter

Revenue recognition

Refer to accounting policies and note 5. We reviewed the appropriateness of the

company’s accounting policies regarding
Revenue consists of rental income from lease | revenue  recognition. We  assessed
contract. Rental income is booked as a revenue as | compliance with policies in terms of
straight-line basis based on the lease contract. | applicable accounting standards. In audit of
revenue recognition, we focused on lease
agreement. We tested the booked revenue
by comparing it to the lease agreement.

Valuation of investment property

Refer to accounting policies and note 8. We reviewed the company’s process and
control environment for investment

Company’s investment property consists of a | property.
Yacht hotel.
We assessed the management’s ability to
make assumptions and estimations when
assessing the recoverable amount of
investment property. In our assessment, we
focused on cash flow forecast, useful lifetime
of investment property and to the discount
rate.

Other information

The directors are responsible for the other information. The other information comprises the
information included in the annual report other than the financial statements and our auditor’s
report thereon. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the
financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact.

We have nothing to report in this regard.



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
SUNBORN (GIBRALTAR) LIMITED - continued

Responsibilities of the directors for the financial statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements — continued

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

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

Report on Other Legal and Regulatory Requirements

Opinion on other matter prescribed by the Companies Act 2014
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

e the Directors’ Report has been prepared in accordance with the requirements of the
Companies Act 2014.

In the light of the knowledge and understanding of the company and its environment obtained in
the course of the audit, we have not identified any material misstatements in the Directors’ Report.

Matters on which we are required to report by exception

We have nothing to report in respect of the matter where the Companies Act 2014 requires us to
report to you if, in our opinion, we have not received all the information and explanations we require
for our audit.

Use of our report

This report, including the opinion, has been prepared for and only for the company’s members as a
body in accordance with Section 257 of the Companies Act 2014 and for no other purpose. We do
not, in giving these opinions, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed
by our prior consent in writing.

Statutory auditor
For and on behalf of
AMS Limited

Suite 16

Water Gardens 5
Gibraltar

30 April 2024



SUNBORN (GIBRALTAR) LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2023

2023 2022
Note £ £
Rental income from group company 5,16 4,750,000 3,180,000
Depreciation 8,9 (1,435,094) (1,435,924)
Administrative expenses 6 (260,193) (145,618)
Operating profit 3,054,713 1,598,458
Waiver of intercompany loan 12 - 4,000,000
Foreign exchange gain/(loss) 1,137,719 (2,715,155)
Finance costs 7 (4,814,980) (3,397,021)
Loss before income tax (622,548) (513,718)
Income tax expense - -
Loss for the year (622,548) (513,718)
Other comprehensive income - -
Total comprehensive loss for the year (622,548) (513,718)
Attributable to:
Equity holder of the Company (622,548) (513,718)

The notes on pages 13 to 32 form part of these financial statements.



SUNBORN (GIBRALTAR) LIMITED

STATEMENT OF FINANCIAL POSITION

As at 31 December 2023 2023 2022
Note £ £
ASSETS
Non-current assets
Investment property 8 77,343,198 78,706,611
Property plant and equipment 9 1 1
77,343,199 78,706,612
Current assets
Receivables from group companies 10 3,765,977 1,591,679
Other receivables 257,775 317,820
Cash and cash equivalents 41,808 1,013,259
Total current assets 4,065,560 2,922,758
TOTAL ASSETS 81,408,759 81,629,370
EQUITY
Capital and reserves attributable to the Company’s equity holders
Share capital 11 3,000 3,000
Share premium 11 15,604,000 15,604,000
Capital reserve 19,000,000 19,000,000
Retained loss (29,487,917) (28,865,369)
Total equity 5,119,083 5,741,631
LIABILITIES
Non-current liabilities
Borrowings from group companies 12 21,996,911 21,996,911
Borrowings 13 - 51,169,764
Total non-current liabilities 21,996,911 73,166,675
Current liabilities
Borrowings 50,448,555 -
Payables to group companies 14 3,523,156 2,393,724
Other payables 15 321,054 327,340
Total current liabilities 54,292,765 2,721,064
Total liabilities 76,289,676 75,887,739
TOTAL EQUITY AND LIABILITIES 81,408,759 81,629,370

Approved by the Board on the 30 April 2024

HJnsNiemi === &\4

Director Director
The notes on pages 13 to 32 form part of these financial statements.
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SUNBORN (GIBRALTAR) LIMITED

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the year ended 31 December 2023

Share Share Capital Retained Total

capital premium reserve earnings Equity

£ £ £ £ £

Balance at 1 January 2022 3,000 15,604,000 15,000,000 (24,351,651) 6,255,349
Total comprehensive loss for

the year - - - (513,718) (513,718)

Capital contribution by parent

company (note 12) - - 4,000,000 (4,000,000) -

Balance at 31 December 2022 3,000 15,604,000 19,000,000 (28,865,369) 5,741,631
Total comprehensive loss for

the year - - - (622,548) (622,548)

Balance at 31 December 2023 3,000 15,604,000 19,000,000 (29,487,917) 5,119,083

The notes on pages 13 to 32 form part of these financial statements.
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SUNBORN (GIBRALTAR) LIMITED

STATEMENT OF CASHFLOWS
For the year ended 31 December 2023
2023 2022
£ f
Operating activities
Operating profit 3,054,713 1,598,458
Adjustment for:
Depreciation 1,435,094 1,435,925
Change in working capital:
Change in receivables from group companies (2,174,298) 212,929
Change in other receivables 60,045 (48,047)
Change in payables to group companies 799,020 (20,122)
Change in other payables (6,286) (12,511)
Net cash flows generated from operations before interest
payments 3,168,288 3,166,632
Interest paid (4,068,058) (2,600,090)
Transaction costs paid - (650,917)
Net cash flows used in operations (899,770) (84,375)
Cash used in investing activities
Additions in investment property (71,681) -
(71,681) -
Net decrease in cash and cash equivalents (971,451) (84,375)
Cash and cash equivalents at 1 January 1,013,259 1,097,634
Cash and cash equivalents at 31 December 41,808 1,013,259

The notes on pages 13 to 32 form part of these financial statements.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023

1. General information

Sunborn (Gibraltar) Limited (the ‘Company’) is a private company limited by shares incorporated
and registered in Gibraltar. The registered address of Sunborn (Gibraltar) Limited is 57/63 Line Wall
Road, Gibraltar and its business address is 35 Ocean Village Promenade, Gibraltar.

Sunborn (Gibraltar) Limited owns a luxury yacht hotel docked at Ocean Village in Gibraltar, which it
has leased to its sister company Sunborn (Gibraltar) Resort Limited, who runs the operations in
accordance with a lease contract. The Yacht hotel is equipped with 189 cabins, including 22 suites.
There are also conference facilities for up to 400 delegates, restaurants, bars fitness center, spa and
lounges inside the Yacht hotel. The Company had no employees in 2022 and 2023. The Company is
wholly owned by Sunborn (Gibraltar) Holdings Limited and its ultimate parent is Sunborn Oy, a
company registered in Finland and owned by the Niemi family who are also based in Finland.
Sunborn Oy focuses on the development of luxury spa and yacht hotels, restaurants and other high-
quality property, and has more than 50 years of experience in the hospitality sector.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. All amounts in the notes are shown in Pounds Sterling (£), unless otherwise stated.

21 Basis of preparation

These financial statements have been prepared in accordance with the International Financial
Reporting Standards of the International Accounting Standards Board (IASB) and as adopted by the
UK (IFRS) and the interpretations of the International Financial Reporting Standards Interpretations
Committee (IFRS IC). The financial statements have been prepared on a historical cost basis, unless
otherwise stated.

Gibraltar legislation applied in the preparation of these financial statements is the Companies Act
2014.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Company’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements
are disclosed in note 4.

The financial statements are presented in Sterling Pounds (£), which is also the Company’s
functional currency and economic environment in which its trades.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

2. Summary of significant accounting policies — continued
2.1 Basis of preparation — continued

Going concern

Management has conducted a thorough evaluation of the Company's capacity to continue
operations into the foreseeable future. A critical aspect of this assessment is the upcoming maturity
of the Company's bond on 5 September 2024. In anticipation of this event, and leveraging our
proven track record of successfully navigating financial markets, we have engaged financial advisors
to aid in securing refinancing. This initiative reflects our resilience and strategic foresight, despite
the challenging conditions prevailing in the finance and commercial real estate sectors.

As of the approval date of these financial statements, the Company has yet to secure a definitive
loan agreement or committed alternative refinancing sources. This introduces a significant
uncertainty that casts doubt on the Company's and the Group’s ability to maintain continuous
operations. If refinancing is not secured, this would necessitate a revaluation of our assets to their
recoverable amount and potentially lead to the recording of additional liabilities.

The bonds are slated for redemption at their nominal value plus a call premium of 10 % on the
maturity date and currently 6 %, which is recorded in the parent company financial statements.
Nevertheless, given our history of securing favourable refinancing terms, the Company is optimistic
about finalizing a redemption offer that will reflect the terms of the refinancing currently being
negotiated and pending final agreement.

The Company has recorded net losses, primarily from depreciation and unrealised foreign exchange
rate differences related to our borrowings. Our operations primarily involve owning the "Sunborn
Gibraltar Yacht" and leasing it to Sunborn Gibraltar Resort Limited under a bareboat charter
agreement. Financially, we have consistently demonstrated our ability to secure necessary funding,
predominantly relying on financing raised through borrowings from group companies and bonds
issued to external parties, as well as equity from our parent company, Sunborn (Gibraltar) Holdings
Limited.

These financial statements are prepared on a going concern basis, reflecting the assumption that
the Company will continue its operational existence for the foreseeable future. Additionally, our
ultimate parent company has expressed its commitment to provide the necessary financial support
to ensure the Company can meet its liabilities as they fall due, further underscoring our financial
stability and the effectiveness of our financial strategies.

The Company has incurred net losses consisting mainly of depreciation and unrealised foreign
exchange rate differences arising from the borrowings. The Company’s sole purpose is to own the
vessel “Sunborn Gibraltar Yacht” and lease the vessel out to Sunborn Gibraltar Resort Limited
through an internal bareboat agreement. The Company has primarily relied upon financing raised
through the borrowings from the group companies and bonds from external parties as well as from
shares issued to the parent company Sunborn (Gibraltar) Holdings Limited.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

2.

2.1

Summary of significant accounting policies — continued

Basis of preparation - continued

Going concern - continued

The financial information in these financial statements has been prepared on a going concern basis,
which assumes that the Company will continue in operational existence for the foreseeable future.
Moreover, the company’s ultimate parent has confirmed its willingness to provide financial support
to allow the company to operate and meet its liabilities as and when required.

2.2

{a)

(b)

2.3

(a)

(b)

Changes in accounting policy and disclosures

New and amended IFRS standards adopted by the company

There were no new standards effective during the year ended 31 December 2023.

New standards, interpretations and amendments to existing standards in issue but not yet
effective

Several standards and interpretations were in issue and adopted by the UK, but not yet
effective, up to the date of issuance of the Company’s financial statements. The Company
has not early adopted any standards, interpretations or amendments. None of the new
standards, amendments and interpretations to standards are expected to have a significant
impact on the Company’s financial statements.

| Amendments to IAS 21 | The effects of changes in foreign exchange rates |

Foreign currency translation
Functional and presentation currency

Items included in the Company’s financial statements are measured using the currency of
the primary economic environment in which the entity operates (“the functional currency”).
The Company’s financial statements are presented in Pounds Sterling (£), which is the
Company’s functional and presentational currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Assets and liabilities denominated in foreign
currencies are translated into the functional currency at the rate of exchange ruling on the
balance sheet date. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at the year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in the finance items in the
statements of comprehensive income.
15



SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

2. Summary of significant accounting policies - continued

24 Investment property

The Company’s vessel (converted to a Yacht Hotel) which is leased out under operating lease is
presented as investment property in the balance sheet because of the vessel’s physical
characteristics resembling that of a building (walls, floors, roof, windows), permanently moored at
Ocean Village, in Gibraltar and that the future rental cash flows to be earned from the vessel depend
largely upon its permanent location.

An investment property is measured initially at its cost. Directly attributable transaction costs are
included in the initial measurement. The Company has measured the investment property at fair
value as at 1 January 2016, as the Company has applied the exemption provided in IFRS 1 to use the
fair value of the investment property as deemed cost at the date of transition to IFRS. Any
improvement costs for the renovation and repair that add value to vessel are capitalized as additions
to the vessel and depreciated over the shorter of the improvements’ estimated useful lives or that
of the Yacht hotel.

Subsequently, the investment property is carried at cost less any accumulated depreciation and any
accumulated impairment losses. Depreciation is calculated using the straight-line method to
allocate the cost to the residual value over their estimated useful lives. The estimated useful life of
the vessel divided to its significant components is presented in the table below:

Vessel - 50 years

Vessel improvements - shorter of remaining life of the vessel or useful life of the vessel
improvement (3 to 25 years)

Furniture and fittings - 10 years

The Yacht hotel’s residual value is estimated to be £ 20 million. The useful economic lives, residual
values and the depreciation methods adopted are reviewed by the director annually.

All repairs and maintenance costs are charged to the statement of the comprehensive income
during the financial year in which they are incurred.

Investment property are subject to an impairment review if there are events or changes in
circumstances which indicate that their carrying amount may not be recoverable in full. The
impairment review comprises a comparison of the carrying amount of the assets with their
recoverable amount, which is the higher of net realisable value and value in use. The carrying value
of an asset is written down by the amount of any impairment and this loss is recognised in the
statement of the comprehensive income in the year in which it occurs. If an external event gives
rise to the reversal of an impairment loss, the reversal is recognised in the profit and loss account
by increasing the carrying amount of the asset in the year in which it occurs.

16



SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

2. Summary of significant accounting policies - continued

2.5 Property, plant and equipment

Property, plant and equipment are stated at purchase cost less accumulated depreciation and/or
accumulated impairment losses, if any.

The estimated cost and accumulated depreciation of replaced or refurbished components are
written off and any resulting losses are recognised in the Statement of Comprehensive Income.
Depreciation is calculated using the straight-line method to allocate their cost to their estimated
residual values over their estimated useful lives.

The useful economic life of the motor vehicle is 3 years.

The useful economic lives, residual values and the depreciation methods adopted are reviewed by
the management annually.

2.6 Financial instruments - Financial Instruments: Recognition and Measurement

Loan and receivables are initially recognised when they are originated. Other financial assets and
financial liabilities are initially recognised when the Company becomes a party to the contractual
provisions of the instruments. Financial instruments carried on the statement of financial position
include loan receivables, other receivables, cash and cash equivalents, and borrowings and other
payables. The particular recognition methods are disclosed in the individual policy statements
associated with each item.

(a) Loan receivables

Loan receivables are stated at proceeds issued net of transactions costs.

(b) Other receivables

Other receivables are stated at cost.

(c) Cash and cash equivalents

Cash comprises cash at bank. Cash equivalents are short term highly liquid investments that are
readily convertible to known amounts of cash and which are subject to aninsignificant risk of change
in value.

(d) Borrowings and other payable

Other payables are recognised at their nominal value.

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost. Any difference between the proceeds (net of transaction

costs) and the redemption value is recognised in the income statement as interest expense over the
period of the borrowings using the effective interest method.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

2. Summary of significant accounting policies - continued
2.6 Financial instruments - Financial Instruments: Recognition and Measurement - continued

Fair value measurement principles

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date in the principal or, in its
absence, the most advantageous market to which the Company has access at that date.

The Company measures the fair value of an instrument, using valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs, if there is no
quoted price in an active market. The chosen valuation technique incorporates all of the factors that
market participants would take into account in pricing a transaction.

Amortised cost measurement principles

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability
is measured at initial recognition, minus principal repayments, plus or minus the cumulative
amortisation using the effective interest method of any difference between the initial amount
recognised and the maturity amount, minus any reduction for impairment.

Impairment
Financial assets that are stated at cost or amortised cost are reviewed at each reporting date to

determine whether there is objective evidence of impairment. If any such indication exists, an
impairment loss is recognised in the statement of profit or loss and other comprehensive income as
the difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the financial asset’s original effective interest rate.

If, in a subsequent period, the amount of an impairment loss recognised on a financial asset carried
at amortised cost decreases and the decrease can be linked objectively to an event occurring after
the write-down, the write-down is reversed through the statement of profit or loss and other
comprehensive income.

Derecognition
A financial asset is derecognised when the Company no longer has control over the contractual

rights that comprise that asset. This occurs when the rights are realised, expire or are surrendered.
A financial liability is derecognised when it is extinguished or when the obligation specified in the
contract is discharged, cancelled or expires.

Assets held for trading that are sold are derecognised and the corresponding receivables from the
buyer for the payment are recognised as of the date the Company commits to sell the assets. The
Company uses the average cost method to determine the gain or loss on derecognition.

Offsetting
Financial assets and liabilities are offset and the net amount is reported in the statement of financial

position when, and only when, the Company has a legal right to set off the recognised amounts and
it intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

2. Summary of significant accounting policies - continued

2.7  Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction,
net of tax, from the proceeds.

2.8  Recognition of rental income

The Company recognises rental income from renting out the Yacht hotel “The Sunborn Gibraltar” to
Sunborn (Gibraltar) Resort Limited based on yearly payments determined by the contracting parties.
The lease of the Yacht hotel is classified as operating lease since the Company retains a significant
share of risks and rewards of ownership. Rental income from operating leases is recognised on a
straight-line basis over the lease term.

2.9  Operating lease

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases.
Income derived under this type of lease is recognised to the statement of comprehensive income
on a straight-line basis over the period of the lease.

2.10 Segment reporting

The Company only has one operation (owning and leasing the Yacht hotel), so it constitutes a single
operating segment. The chief operating decision maker is determined as the Board of Directors of
the Company who monitors the result of the Company after its establishment based on the rental
income generated from the lease agreement less operating expenses.

2.11 Current and deferred income tax

The company had tax losses since its inception therefore has not recorded any tax expense during
these periods to 31 December 2023. Income tax charge is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date in the countries where the Company
operates and generates taxable income.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial statements. Deferred income tax is
determined using tax rates (and laws) that have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realised
or the deferred income tax liability is settled. Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset

current tax assets against current tax liabilities and when the deferred income taxes assets and

liabilities relate to income taxes levied by the same taxation authority on either the same taxable

entity or different taxable entities where there is an intention to settle the balances on a net basis.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

3. Risk management

3.1 Financial risk factors

The Company’s financial risks related to business are market risk (including interest rate risk and
foreign currency risk), credit risk, liquidity risk and refinancing risk. Financial risk management
carried out by the management of the Company aims to protect the Company against unfavourable
developments in the financial markets and ensure the performance. The management review
financial risks on regular basis to manage financial risk position and decide on necessary actions.

(a) Foreign exchange risk

The objective of foreign exchange risk management is to reduce the uncertainty caused by
fluctuations in foreign exchange rates in the Company’s profit and loss, cash flows and balance sheet
to an acceptable level for the Company.

A large portion of the Company’s income is denominated in Sterling Pounds. The Company is
exposed to foreign currency risk, inter alia, through the Bonds, which are denominated in Euro. The
Company’s exchange rate exposures have been partly hedged at Group level and therefore to the
extent that foreign exchange rate exposures are not hedged, any fluctuations in currencies may
adversely affect the Company’s financial results in ways unrelated to its operations. These
developments could have an adverse effect on the Company’s business, financial position, results
of operations and future prospects and thereby, on the Company’s ability to fulfil its obligations
under the Bonds.

The depreciation of the exchange rate should be significant before it would weaken the Company’s
debt service capacity going forward. The management of the Company continuously monitors the
development of the GBP/EUR exchange rate and decides on necessary actions to be taken. The EUR
denominated borrowings and cash balances on the balance sheet in the periods presented are as
follows:

GBP thousand 31 Dec 2023 31 Dec 2022
Senior Bond (50,564) (51,699)
Cash and cash equivalents 20 49

At 31 December 2023, if the Sterling Pound (£) strengthened/weakened by 5% against the Euro,
unrealized exchange gain/loss for the year would have been £ 2,914,500 higher/lower. Due to the
risk of Sterling/Euro depreciation and potential impact to the Company’s debt service capacity,
management have arranged the possibility with group's ultimate parent company, Sunborn Oy, to
use an open window forward rate contract and this facility is available if desired.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

3. Risk management - continued
3.1 Financial risk factors — continued

(b) Interest rate risk

The interest rate of the Company’s borrowings during the periods presented is bound to 3-month
Euribor. The nominal value of the bonds is EUR 58.0 million in total and they carry interest at rate
of 8.0 % as at December 31, 2023 consisting of margin of 5.0 % plus 3-month Euribor at 3.0 %. Cash
and cash equivalents do not carry significant interest.

If the Euribor had increased 50 basis points higher or lower during the periods presented, that would
have had EUR 290,000 (£ 251,427) impact on the interest expense or interest income. Interest rate
risk has not been hedged. The management of the Company monitors changes in the interest rate
level and its possible impact on future cash outflows. The need for any hedging activity is assessed
continuously.

(c) Credit risk

Credit risk is the risk that the other party to the loans and receivables will cause a financial loss for
the Company by failing to discharge an obligation. Credit risk arises from rental receivables from
Sunborn (Gibraltar) Resort Limited and cash and cash equivalents and the cash deposit held (cash
collateral) at banks.

The Company has leased the Yacht hotel to its sister company, Sunborn (Gibraltar) Resort Limited,
under a long-term lease contract. The lease receivables from Sunborn (Gibraltar) Resort Limited
amounted to approximately £3.84 million on 31 December 2023 (2022: £1.58 million). These
receivables carry normal credit risk related to intra-group receivables. Financial activities of the
group companies are directed by common management.

Cash and cash equivalents are held in reputable Gibraltar banks, whose credit ratings are strong.
There are no past due or impaired receivables on the Company’s balance sheet.
(d) Liquidity risk and refinancing risk

Liquidity risk is the risk that existing funds and borrowing facilities become insufficient to meet the
Company’s business needs or high extra costs are incurred for arranging them. Refinancing risk is
the risk that refinancing of the existing borrowings and/or raising new funding will not be available
or is available at high price.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

3. Risk management - continued

3.1 Financial risk factors — continued
(d) Liquidity risk and refinancing risk — continued

Prudent liquidity risk management implies maintaining sufficient cash, and the availability of
adequate funding. In the long-run the principal source of liquidity is expected to be the cash flow
generated by the lease agreement. The Company’s liquidity position is monitored by the
management of the Company. The business related to the vessel is estimated to be profitable
without non-cash item depreciation and the lease term in the lease agreement is for approximately
6 years as at 31 December 2023.

On 5 September 2017, the Company issued Senior Secured Bonds with a nominal value of EUR 58
million, initially set to mature in September 2022. Following a written procedure from 26 June to 25
July 2022, the majority of bondholders consented to amendments in the Terms and Conditions,
including an extension of the maturity date to 5 March 2024, along with the provision for early
repayment. As part of these amendments, an amendment fee of 50 basis points was agreed to be
paid upon maturity.

In a subsequent written procedure from 21 February to 18 March 2024, bondholders again
approved modifications to the Terms and Conditions, extending the maturity date further to 5
September 2024. The Company is actively engaged in negotiations to refinance or find solutions for
repaying the bond before this newly extended maturity date.

The bond carries a contractual interest rate of 5 % plus the 3-month Euribor, with the effective
interest rate detailed in note 12 under Borrowings. Despite the Company’s ongoing efforts and the
engagement of financial advisors to secure refinancing, the current conditions in the high yield and
commercial real estate markets pose significant challenges. As of the date these financial
statements were approved, no binding refinancing agreements have yet been reached, casting
uncertainty on the adequacy of future funding.

The bond terms include an interest cover ratio covenant of EBITDA which requires the Company to
generate EBITDA minimum of 1.1 times the net finance to maintain profitability and a cash
requirement covenant, which requires the Company to maintain the cash minimum of upcoming 3
months interest payment The financial covenants are measured quarterly. On 31 December 2023,
under the high interest market conditions, the Company failed the minimum cash covenant, on the
Maintenance Test agreed under the Financial Undertakings. Since the Maintenance Test was not
met, the parent company provided a subordinated shareholder loan as an Equity Cure, in an amount
sufficient to ensure compliance with the Q4 Maintenance Test for minimum cash covenant.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

3. Risk management - continued

3.1 Financial risk factors — continued
(d) Liquidity risk and refinancing risk — continued

A summary table with maturity of the financial liabilities is presented below. The amounts disclosed
in the tables below are the contractual undiscounted cash flows including the interest payments.
The interest payments are calculated based on the interest rate level on 31 December 2023.

31 Dec 2023

<1year 1to2 2to3 3to5 Total
GBP thousand years years years
Payables to group
companies 3,523 - - 21,997 25,520
Other payables 321 - - - 321
Senior secured bond 50,448 - - - 50,448
Total 54,292 - - 21,997 76,375
31 Dec 2022

<1year 1to2 2to3 3to5 Total
GBP thousand years years years
Payables to group
companies 2,394 - - 21,997 24,391
Other payables 327 - - - 327
Senior secured bond - 51,169 - - 51,169
Total 2,721 51,169 - 21,997 75,887

The refinancing risk is managed by securing the refinancing early enough. The Company’s long-term
financing is secured by bond financing, which matures in March 2024, as further described in note
13 to the accounts. Management believes that the committed, long term lease contract safeguards
the Company’s ability to obtain long term financing. The committed lease contract period continues
after the maturity of the bonds for approximately 5 more years.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

3. Risk management - continued
3.2 Capital risk management

Capital of the Company as monitored by the management consists of borrowings and equity as
shown in the balance sheet.

The capital management is based on the evaluation of essential risks concerning the Company. The
management of the Company monitors equity ratio. Capital of the Company is managed through
equity instalments and if required the group company loans may be converted to equity to
strengthen the capital structure of the Company.

The bond terms include an asset cover ratio covenant, which requires the Company, together with
the guarantor, to maintain the asset cover ratio of minimum 140%. The covenant is calculated based
on the market value of the yacht hotel calculated by approved shipbroker appointed by the
Company and approved by the bond trustee, divided by financial indebtedness of the Company. The
Company has during the year not breached the covenant.

4. Critical accounting estimates and judgements

The preparation of financial statements in compliance with IFRS requires making estimates and
assumptions. Application of accounting policies requires making judgements. The estimates and
underlying assumptions are reviewed on an ongoing basis. The estimates and assumptions, and
judgements are based on historical experience and various other factors, including projections of
future events, which are believed to be reasonable under current circumstances.

4.1 Useful life and residual value of the Vessel

The vessel has been built as permanently floating real-estate and hull and structure is designed to
have a technical lifespan of over 70 years, subject to normal maintenance and upkeep over the
lifespan. In addition to the high technical specification of the hull and its protection systems, the
vessel is typically moved only once every 10 to 15 years for refitting and is not normally subjected
to adverse sea conditions, salt water, and friction. As a non-moving vessel, it will not be impacted
by encounters with land or vessels.

Management of the Company make estimates on the depreciation period and residual value of the
vessel. Management have assessed the estimate of the useful life, supported by external evidence,
to be for the Yacht hotel in excess of 50 years with a residual value of £ 20 million at the end of the
useful life.

Should certain factors or circumstances cause the Company to revise its estimates of the Yacht
hotel’s useful live or projected residual value, depreciation expense could be materially higher or
lower. If the estimated average vessel’s useful life had reduced or increased by one year,
depreciation expense for 2023 would have increased/decreased by approximately £ 33,550.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

5. Rental income from group company

Rental income comprises income generated from lease of its vessel, which was refurbished into a
Yacht hotel, to its sister company Sunborn (Gibraltar) Resort Limited. The lease term is 10 years with
fixed monthly lease from 1 June 2017 and in force until terminated by the company subject to three

months' prior notice.

At 31 December 2023, the future minimum lease payments from the lease contract are as follows:

Within one year
In two to five years
More than five years

6. Administrative expense

Audit fees

Other expenses

7. Finance cost

Interest payable to Group
Interest payable to others

25

2023

£
2,700,000
9,225,000

2023

£

9,000
251,193

£ 260,193

2023

£

329,954
4,485,026

£ 4,814,980

2022

£
2,700,000
11,925,000

2022

£

9,000
136,618

£ 145,618

2022

£

389,954
3,007,067

£ 3,397,021



SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

8. Investment property

Cost

At 1 January 2022
Additions

At 31 December 2022
Additions

At 31 December 2023
Depreciation

At 1 January 2022
Charge in the year

At 31 December 2022
Charge for the year
At 31 December 2023

Net book value
At 31 December 2023

At 31 December 2022

The vessel is registered in Finland but located in Gibraltar, where it is leased under a lease
agreement to Sunborn (Gibraltar) Resort Limited, which runs the hotel operations of the Yacht hotel.
Sunborn Gibraltar is responsible for the maintenance, the mooring fee, certain insurances,
marketing of the vessel and any other such operational costs for operating the Yacht hotel. The
Company has thus no risk on operating the Yacht hotel, being only responsible for certain insurances
and maintaining the hull. The highest and best use of the investment property does not differ from

its current use.

Vessel .
N Furniture
including
improvements & fittings Total
£ f £
101,992,754 497,015 102,489,769
101,992,754 497,015 102,489,769
- 71,681 71,681
101,992,754 568,696 102,561,450
21,886,808 460,426 22,347,234
1,419,477 16,447 1,435,924
23,306,285 476,873 23,783,158
1,418,647 16,447 1,435,094
24,724,932 493,320 25,218,252
£ 77,267,822 £ 75,376 £ 77,343,198
£ 78,686,469 £ 20,142 f 78,778,611

On 4" May 2023, the vessel was valued by an externally qualified surveyor at €108,500,000.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

9. Property, plant and equipment

Cost

At 1 January 2022
Additions

At 31 December 2022
Additions

At 31 December2023

Depreciation

At 1 January 2022
Charge for the year
At 31 December 2022
Charge for the year
At 31 December 2023
Net book value

At 31 December 2023

At 31 December 2022

10. Receivables from group companies

Receivable from:

Sunborn (Gibraltar) Resort Limited
Sunborn (Gibraltar) Holdings Limited
Casino Sunborn (Gibraltar) Limited

50,128

50,128

50,128

50,127

50,127

50,127

£1

£1

2023 2022

£ f

3,755,211 1,580,913
2,817 2,817

7,949 7,949

£ 3,765,977 £ 1,591,679

Receivables from group companies are unsecured, interest free and payable on demand.

27



SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

11. Share capital

2023 2022
Authorised:
3,000 ordinary shares of £1 each £ 3,000 £ 3,000
Issued, called up and fully paid:
3,000 ordinary shares of £1 each £ 3,000 £ 3,000

The number of ordinary shares outstanding since the company’s inception was 2000 shares. In 2016,
borrowings from the group company were converted into equity thereby increasing the authorised
ordinary share capital by 1,000 at a premium of £15,604 per share resulting to a share premium of
£15,604,000. The Company has not distributed any dividend and the bond agreement set some
restrictions for distribution of dividend.

12. Borrowings from group company- non-current liabilities

2023 2022
Payables to:
Sunborn International Oy £ 21,996,911 £21,996,911

Borrowings from Sunborn International Oy are secured by the by a second lien mortgage in the
company’s vessel and repayable on at the request of the lender. Interest accrues at the rate of 1.5%
per annum.

The lender has confirmed that they will not seek repayment of the loan within the next twelve
months.

In December 2022, £ 4M of the debt liabilities due to Sunborn International Oy were converted into
company’s equity.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

13. Borrowings

Borrowings are analysed as follows: 2023 2022
Wholly repayable within one year £ 50,448,555 £-
Wholly repayable in more than one
year £- £51,169,764
Details of loans:
5% senior secured bond repayable

on S September 2024 50,563,845 51,699,150
Less: transaction costs (115,290) (529,386)

£ 50,448,555 £51,169,764

On S September 2017, the Company issued Senior Secured Floating Rate Bonds with a nominal value
of EUR 58 million, initially due for repayment in September 2022. These bonds were successfully
listed on Nasdaq Stockholm on 30 August 2018. The bonds bear a contractual interest rate of 5%
plus Euribor, with an effective interest rate of 5.67%.

During a written procedure from 26 June 2022, to 25 July 2022, the majority of bondholders
approved several amendments to the Terms and Conditions. These amendments included an
extension of the maturity date to S March 2024, and the introduction of early repayment rights.
Additionally, as part of the 2022 amendments, an amendment fee of 50 basis points was agreed to
be paid at the bond's maturity.

A subsequent written procedure, initiated on 21 February 2024, and concluded on 18 March 2024,
saw bondholders again consenting to further changes. These included another extension of the
maturity date, this time to 5 September 2024. The Company is currently engaged in negotiations to
refinance or develop other repayment solutions for the bond before this newly extended maturity
date.

The bonds, denominated in Euros, will be redeemed at their nominal amount plus a call premium
on the maturity date, 106 percent to 5 June 2024 and 110 percent at extended maturity. The
Company is optimistic about concluding a redemption offer that will reflect the terms of the new
financing arrangements or other solutions that are currently under negotiation and pending
finalization.

Management estimates that the fair value of the borrowings closely approximates the carrying
amounts of the bonds, indicating a stable valuation in line with market conditions.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

13. Borrowings — non-current liabilities — continued

Collaterals and guarantee given

The bonds are secured by a 1st lien mortgage in the vessel and the cash held at bank. The bonds are
also secured by a floating charge agreement over the assets, rights, intellectual property and
revenues including relevant insurances. The bank accounts have been pledged to secure the bond
repayments; however, they can be used by the Company in the ordinary course of business.

Moreover, Sunborn International Oy has pledged its shares in the Company and Sunborn Gibraltar
Holdings Limited and Sunborn (Gibraltar) Resort Limited to secure the repayment of the bonds.

As a result of the new Amended and Restated Terms and Conditions Sunborn International Holding
Oy has entered into an Additional Guarantee Agreement, as principal obligor, guarantee to the
Agent and Bondholders the punctual performance of the Company’s obligations under the Bond’s
Finance Documents.

The bond terms include an asset cover ratio covenant, which requires the Company to maintain the
asset cover ratio of minimum 140 %. The covenant is calculated based on the market value of the
Yacht hotel calculated by approved valuator appointed by the Company and approved by the bond
trustee, divided by financial indebtedness of the Company.

The bond terms also include a cash requirement covenant, which requires the Company to maintain
the cash minimum of upcoming 3 months interest payment and an interest cover ratio covenant,
which requires the Company to generate EBITDA minimum of 1.1 times the net finance charges.

Covenants are tested on a quarterly basis. On 31 December 2023, under the high interest market
conditions, the Issuer failed the minimum cash covenant, on the Maintenance Test agreed under
the Financial Undertakings. Since the Maintenance Test was not met, the parent company provided
a subordinated shareholder loan as an Equity Cure, in an amount sufficient to ensure compliance
with the Q4 Maintenance Test for minimum cash covenant.

It is expected that under current trading conditions - expected to continue in the intermediate term
- the company is reliant on continued support from its parent group to support the higher financing
costs and adhering to agreed financial covenants.
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

14. Payables to group companies — current liabilities

2023 2022
£ £

Payables to:
Sunborn Oy 94,850 94,850
Sunborn (Gibraltar) Holdings Ltd 885,000 -
Sunborn (Gibraltar) Resorts Limited 50 85,570
Sunborn Finance Oyj 58,351 58,351
Sunborn International Oy 2,484,905 2,154,953

£ 3,523,156 £ 2,393,724

Payables to group companies are unsecured, interest free and repayable on demand.

15. Other payables - current liabilities

2023 2022

£ £

Other payables 111,913 118,199
Accruals 209,141 209,141
£ 321,054 £ 327,340

16. Related party transactions

The Company’s related parties are its ultimate parent company Sunborn Oy, other Sunborn Group
entities, the board of directors and key management of the Company and the Board of Directors
and management of the ultimate parent company, together with their close family members, and
companies controlled by these individuals.

The following transactions were carried out with related parties:

2023 2022

£ £

Rental income from Sunborn (Gibraltar) Resort Limited 4,750,000 3,180,000

Administration fees paid to Sunborn International Holding Oy - -

Interest paid to Sunborn International Oy (329,954) (389,954)
Waiver of intercompany debt

- 4,000,000
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SUNBORN (GIBRALTAR) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023 - continued

16. Related party transactions - continued

The transactions were entered into on bases determined between the director of the Company and
the related parties in the ordinary course of business.

Year end balances arising from receivables and payables to and from Group companies are noted in
notes 10, 12 and 14.

Sunborn International Oy, Sunborn (Gibraltar) Holdings Limited and Sunborn (Gibraltar) Resort
Limited are guarantors of the Company’s borrowings.

17. Events after the year end

As noted in note 13 to the accounts, written procedures with bondholders were held from 21
February to 18 March 2024. Bondholders again approved modifications to the Terms and
Conditions, extending the maturity date of the Bond further to the 5 September 2024. The Company
is actively engaged in negotiations to refinance or find solutions for repaying the bond before this
newly extended maturity date.

The parent company, Sunborn International Oy, has funded the Company with an additional €1M
during the first three months of 2024 financial year.
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S| 30..N (GIBRALTAR) RESORT IMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The directors present their report with the audited financial statements of the Company for the year ended
31 December 2023.

Principal activities
The Company's principal activity is that of providing hotel accommodation and, restaurant and bar services
to customers.

Results and dividends
The Company made a loss of £2,755,875 (2022 loss of £62,739) during the year. The directors do not
recommend the payment of a dividend.

Review of the business

The hotel faced a challenging year end with total revenue below last year. Profitability was under significant
pressure from stagnant tourism volumes and business travel combined with material increases in costs -
minimum wage, mooring fees and goods and services. Incoming flights to Gibraltar continue at levels below
pre-2020 correlating directly to occupancy.

Management focus is to increase revenue, occupancy and profitability to support the significantly higher
financing costs — however an improvement in market conditions and flight volumes is required.

Gibraltar continues negotiations for concluding border and trade agreement with EU-UK-Spain.
After reviewing the Company’s forecasts and projections for 2024, the directors have a reasonable
expectation that the Company has adequate resources to continue in operational existence for the

foreseeable future or is able to seek equity or debt support to meet its obligations when falling due.

Key performance indicators

Financial Non-financial
x £M 2023 2022
Total Revenue ME £10.17 £10.67 YoY Change % 2023 2023
+-YOY % -5% 26% ADR 0% _8%
EBITDAR ME £2.26 £3.34 Occupancy 5% 26%
/- YOY % -32% 8% RevPar -6% 26%
Revenue spiit
Rooms Revenue 67% 68%
Food and Bevarge 26% 25%
Other 7% 7%

Total revenue decreased by 5% primarily because of a decline in hotel occupancy, amounting to nearly
2,000 fewer room nights year-over-year (YOY), with almost 1,500 of those occurring in second quarter of
the year alone. Despite maintaining the Average Daily Rate (ADR) at the 2022 level, which is operationally
positive, it fell short of expectations mainly due to lower occupancy, directly impacting Revenue per
Available Room (RevPar) performance. EBITDAR was directly impacted negatively by the lower total
revenue and increased costs of goods sold, payroll (due to a government-mandated minimum wage
increase in August), and other expenses, including a 26% rise in mooring fees.
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SUNBORN (GIBRAL1 R) RESORT LIMITED

DIRECTORS’ REPORT - Continued
FOR THE YEAR ENDED 31 DECEMBER 2023

Principal risk and uncertainties facing the Company

The Company is exposed to a variety of business and operational risks. The directors believe that
appropriate processes are in place to monitor and mitigate these risks and their adverse consequences to
the Company. Risks include exposure to market risk (including foreign exchange risk), interest rate risk and
liquidity risk.

Going concern

Management has prepared the financial statements on a going concern basis, which contemplates the
realisation of assets and the settlement of liabilities in the normal course of business. While current
projections do not indicate that the Company’s operating cash flow will fall below the levels required to
sustain operational expenses and rent obligations, there exists a risk that such a scenario could occur.

This condition introduces a material uncertainty that may cast significant doubt on the Company’s ability
to continue as a going concern. In response to this potential risk, the Company is prepared to seek
additional financing through debt or equity should the need arise. Although the Company has a track record
of successfully obtaining necessary financing, there can be no assurance that it will be able to do so in the
future under similar circumstances.

These financial statements do not include any adjustments that might result from this uncertainty.
Management continues to monitor the situation closely and is committed to taking appropriate actions as
required.

Directors
The directors as shown on page 1 have held office during the whole of the period from 1 January 2023 to

the date of this report.

Statement of directors' responsibilities
The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year which meet the
requirements of the Gibraltar Companies Act 2014,

In addition, the Directors have elected to prepare the financial statements in accordance with Gibraltar
Financial Accounting Standards.




SUNBORN (GIB ALTAR) RESORT LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

Statement of directors' responsibilities - continued

The financial statements are required by law to give a true and fair view of the state of affairs of the
Company and the profit and loss of the Company for that period. In preparing these financial statements,
the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

- prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the financial statements comply with the Gibraltar
Companies Act 2014 and other applicable legislation. They are also responsible for safeguarding the assets
of the Company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

Disclosure of information to the auditors

The directors have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the Company's auditors are aware
of that information. The directors confirm that there is no relevant information that they knew of and of
which they knew the Company's auditors are unaware.

Auditors
The auditors, AMS Limited, will be proposed for re-appointment at the forthcoming Annual General

Meeting.

2% A
1 » e T,
Hans Niemi

Director
30 April, 2024




REF 'RT OF THE INDI ENDENT AUDITORS TO THE MEMBERS OF
SUNBO GIBR .T# !) ESOR LIN..TED

Opinion

We have audited the financial statements of Sunborn (Gibraltar) Resort Limited (the Company), which
comprise the balance sheet as at 31 December 2023, and the statement of comprehensive income,
statement of cash flows and statement of changes in equity for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements:

give a true and fair view of the state of the Company’s affairs as at 31 December 2023 and of
the Company’s loss and cashflows for the year then ended;

. have been properly prepared in accordance with Gibraltar Financial Reporting Standards;
. have been prepared in accordance with the Companies Act 2014.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the International
Ethics Standards Board for Accountants Code of Ethics for Professional Accountants (IESBA Code), and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter - Going concern

In forming our opinion on the financial statements, which is not qualified, we have considered the adequacy
of the disclosure made in Note 2 to the accounts concerning the Company’s ability to continue as going
concern. As explained in Note 2 to the accounts, indicate the existence of a possible uncertainty which
may cast doubt about the Company’s ability to continue as going concern. The financial statements do not
include the adjustments that would result if the Company was unable to continue as going concern.

Responsibilities of the directors for the financial statements

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

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




REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
SUNBORN (GIBRALTAR) RESORT LIMITED - Continued

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

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

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

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

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

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

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

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




REPORT OF THE INDEPENDENT AUDITORS TO THE | :I 3ERS OF
SUNBC N (GI RALTZ )RE¢ RT LIMITED - Continue

Report on Other Legal and Regulatory Requirements

Opinion on other matter prescribed by the Companies Act 2014
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Director’s Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

. the Director’s Report has been prepared in accordance with the requirements of the Companies Act
2014.

In the light of the knowledge and understanding of the Company and its environment obtained in the
course of the audit, we have not identified any material misstatements in the Director’s Report.

Matters on which we are required to report by exception
We have nothing to report in respect of the matter where the Companies Act 2014 requires us to report to
you if, in our opinion, we have not received all the information and explanations we require for our audit.

This report, including the opinion, has been prepared for and only for the Company’s members as a body
in accordance with Section 257 of the Companies Act 2014 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this
report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

dLdLUtury duuitur
Suite 16
Watergardens 5
Gibraltar




SUNBOF | (GIBR .TAR) RESORT LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31°* DECEMBER 2023

TURNOVER
Cost of sales

Gross profit

Administrative expenses

OPERATING (LOSS)/PROFIT
Interest and financing charges

LOSS ON ORDINARY ACTIVITIES
BEFORE TAXATION

Tax on ordinary activities

LOSS FOR THE FINANCIAL YEAR
Other comprehensive income

TOTAL COMPREHENSIVE LOSS

Notes

3,5

10

2023

10,170,923
(1,229,899)

8,941,024

(11,617,979)

(2,676,955)

(78,920)

(2,755,875)

(2,755,875)

£ (2,755,875)

The notes on pages 12 to 23 form part of these accounts.

2022

10,671,586
(1,130,317)

9,541,269

(9,528,619)

12,650

(75,389)

(62,739)

(62,739)

£ (62,739)




SU IE (G . AL1 R) £ RTLIMITE )

BALANCE SHEET
AS AT 31 DECEMBER 2023

2023 2022
Notes £ £
F ED ASSETS
Tangible assets 11 253,754 294,385
Cl RENT ASSETS
Inventories 110,638 113,487
Debtors 12 1,( )881 1,383,835
Cash at bank and in hand 313,017 103,915
1,504,536 1,601,237

CREDITORS: AMOUNTS FALLING DUE

WITHIN ONE YEAR 13 (4,454,459) (3,012,878)
NET CURRENT LIABILITIES (2,949,923) (1,411,641)
TOTAL ASSETS LESS CURRENT LIABILITIES (2,696,169) (1,117,256)
CREDITORS: AMOUNTS FALLING DUE

IN MORE THAN ONE YEAR 14 (4,171,408) (2,994,446)
NET LIABILITIES £ (6,867,577) £ (4,111,702)
CAPITAL AND RESERVES
Called up share capital 18 2,000 2,000
Profit and loss account (6,869,577) (4,113,702)
Equity shareholders’ funds £ (6,867,577) £ (4,111,702)

The financial statements were approved by the Directorson > Af( RV, ¢

I~ Al =

Hans Niemi Xavier Valero
Director Director

The notes on pages 12 to 23 form part of these accounts.
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U..BORN (GIBRALTAR) RESORT LIN TED

STATEMENT OF CHANGES INS AREHOLDER’S EQUITY

AS AT 31 DECEMBER 2023

Balance as at 1 January 2022

Total comprehensive loss for the financial
year

Balance as at 31 December 2022

Total comprehensive loss for the financial
year

Balance as at 31 December 2023

Share Retained
Capital Earnings Total
£ £ £
2,000 (4,050,963) (4,048,963)
- (62,739) (62,739)
2,000 (4,113,702) (4,111,702)
- (2,755,875) (2,755,875)
£ 2,000 £ (6,869,577) f (6,867,577)

The notes on pages 12 to 23 form part of these accounts.
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SUNBORN | iIBRALTAR) :SORT LIMI

STATEMENT OF CASH FLOW

FOR THE YEAR ENDED 31 DECEMBER 2023

Reconciliation of operating loss to net

cash outflow from operating activities
Operating loss before tax taxation
Interest and financing charges

Operating (loss)/profit

Depreciation

Movement in inventories

Decrease /(increase) in debtors

Increase in creditors

Net cash inflow from operating activities

Cash outflow from investing activities
Payments to acquire tangible fixed assets

Cash flow from financing
Repayment of obligations under finance lease
Net cash outflow from financing activities

Taxation
Corporation tax paid

Increase in cash

Reconciliation of net cash flow
to movement in net funds

Cash at bank at 31 December

Cash at bank at 1 January

Increase in cash in year

The notes on pages 12 to 23 form part of these accounts.

2023

(2,755,875)
78,920

(2,676,955)

189,821
2,849
302,954
2,539,623

358,292

(149,190)

£ 209,102

313,017
(103,915)

£ 209,102

2022

(62,739)
75,389

12,650

145,433
(11,658)
(85,891)
121,012

181,546

(165,272)

(4,997)

(4,997)

£ 11,277

103,915
(92,638)

£ 11,277




SUNBORI (GIBRALTAR) RESORT LIl TED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

1. COMPANY INFORMATION

Sunborn (Gibraltar) Resort Limited (the ‘Company’) is a private company limited by shares incorporated
and registered in Gibraltar. The Company is wholly-owned subsidiary of Sunborn (Gibraltar) Holdings
Limited, a private company limited by shares incorporated and registered in Gibraltar.

The address of its registered office is 57/63 Line Wall Road, Gibraltar. The address of its principal place of
business is 35 Ocean Village, Gibraltar.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared under the historical cost convention and in accordance with
Gibraltar Financial Reporting Standards (‘FRS 102’).

The Company is also subject to the requirements of the Gibraltar Companies Acts 2014.

The financial statements are presented in Sterling Pounds (£), which is also the Company’s functional
currency.

Going concern
During the year ended 31 December 2023, the Company made a loss of £2,755,875 (2022 loss of
£62,739) and had net liabilities of £6,867,577 (2022: £4,111,702).

Management has prepared the financial statements on a going concern basis, which contemplates the
realisation of assets and the settlement of liabilities in the normal course of business. While current
projections do not indicate that the Company’s operating cash flow will fall below the levels required to
sustain operational expenses and rent obligations, there exists a risk that such a scenario could occur.

This condition introduces a material uncertainty that may cast significant doubt on the Company’s ability
to continue as a going concern. In response to this potential risk, the Company is prepared to seek
additional financing through debt or equity should the need arise. Although the Company has a track record
of successfully obtaining necessary financing, there can be no assurance that it will be able to do so in the
future under similar circumstances.

The directors are of the opinion that no asset is likely to be realised for an amount less than the amount at
which it is recorded in the financial statements as at 31 December 2023.

Accordingly, no adjustments have been made to the financial statements relating to the recoverability and
classification of the asset carrying amounts or the amounts and classification of liabilities that might be
necessary should the consolidated entity not continue as a going concern.
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SUNBORN (GIBR LTAR) RESORT LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Turnover

Turnover is measured at the fair value of the consideration received and receivable and represents
amounts receivable for goods and services provided in the normal course of business, net of discounts.
Revenue from rendering services is recognised when services are performed, provided that the amount
can be measured reliably. Revenue from the sale of goods is recognised on the transfer of significant risks
and rewards of ownership, which generally coincides with the time when the goods are delivered to
customers and title has passed. Amounts paid in advance of services rendered and goods sold are
recognised as deferred income.

Foreign currency translation

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

Finance lease
Leases of assets that transfer substantially all the risks and rewards incidental to ownership are classified
as finance leases.

Finance leases are capitalised at commencement of the lease as assets at the fair value of the leased asset
or, if lower, the present value of the minimum lease payments calculated using the interest rate implicit in
the lease. Where the implicit rate cannot be determined, the Company’s incremental borrowing rate is
used. Incremental direct costs, incurred in negotiating and arranging the lease, are included in the cost of
the asset.

Assets are depreciated over the shorter of the lease term and the estimated useful life of the asset. Assets
are assessed for impairment at each reporting date.

The capital element of lease obligations is recorded as a liability on inception of the arrangement. Lease
payments are apportioned between capital repayment and finance charge, using the effective interest rate
method, to produce a constant rate of charge on the balance of the capital repayments outstanding.

Operating lease

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases.
Payments made under this type of lease are charged to the profit and loss account on a straight-line basis
over the period of the lease.

13



SUNBORN (GIBRALTAR) RESORT LIMITED

NOTES TO THE FINANCIAL ST TEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Tangible assets

Tangible assets are stated at purchase cost, together with any incidental costs of acquisition less
accumulated depreciation. Improvement costs that we believe add value to the company are capitalised
as additions and depreciated over the estimated useful economic lives. The estimated cost and
accumulated depreciation of replaced or refurbished assets are written off and any resulting losses are
recognised in operating expenses. Depreciation is calculated using the straight-line method to allocate
their cost to their estimated residual values over their estimated useful lives.

The useful economic life of assets is as follows:

Computers - 3years
Fixtures and fittings - 3 years
Plant and machinery - 2to 3 years
Motor vehicles - 3years

Tangible fixed assets are classified in this category if they acquired principally for the purpose of holding
them for the long term. All repairs and maintenance costs, including minor improvement costs are charged
to the profit and loss account during the financial year in which they are incurred.

inventories
Inventories are stated at the lower of cost and net realisable value and comprise materials and
consumabiles.

The cost of materials and consumables is determined on a weighted average basis and includes transport
and handling costs.

Where necessary, provision is made for obsolete, slowing moving and defective inventories.

Debtors
Debtors are included in current assets, except for maturities greater than twelve months after the end of
the reporting year which are classified as part of fixed assets.

Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Creditors are classified as current liabilities if payment is due within one year or
less. If not, they are presented as fixed liabilities. Creditors are recognised initially at fair value and
subsequently measured at their recoverable value.

14



SUNBORN (GIBRALTAR) RESORT LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Impairment

Assets are subject to an impairment review if there are events or changes in circumstances which indicate
that their carrying amount may not be recoverable in full. The impairment review comprises a comparison
of the carrying amount of the assets with their recoverable amount, which is the higher of net realisable
value and value in use. The carrying value of an asset is written down by the amount of any impairment
and this loss is recognised in the profit and loss account in the year in which it occurs. If an external event
gives rise to the reversal of an impairment loss, the reversal is recognised in the profit and loss account by
increasing the carrying amount of the asset in the year in which it occurs.

The carrying amount of the asset will only be increased up to the amount that it would have been had the
original impairment not occurred.

Current and deferred taxation
Where necessary, provision at the applicable rate is made for corporation tax payable on profits for the
year, taking into account any available tax losses.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date. Timing differences are differences between the taxable profits and the results as stated
in the financial statements that arise from the inclusion of gains and losses in tax assessments in years
different from those in which they are recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only when it can be regarded
as more likely than not that there will suitable taxable profits from which the future reversal of underlying
timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the years in which the timing
differences are expected to reverse based on tax rates and laws that have been enacted by the balance
sheet date.

Deferred tax is measured on a non-discounted basis.

15



SL..BORN (GIBR LT R)RE DRTL 1 E.

NOTES TO THE FINANCIAL STATEMENTS - co .inued
FOR THE YEAR ENDED 31 DECEMBER 2023

4. SUMMARY OF SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Company’s financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenue, expenses, assets and liabilities,
and the disclosure of contingent liabilities at the reporting date. However, uncertainty about these
assumptions and estimates could result in an outcome that could require a material adjustment to the
carrying amount of the asset or liability affected in the future.

Judgments

In the process of applying the Company’s accounting policies, management has made judgments, apart
from those involving estimations, which have the most significant effect on the amounts recognized in the
financial statements.

Functional Currency
Based on the economic substance of the underlying circumstances relevant to the Company, the functional
currency of the Company has been determined to be the Sterling Pounds (£).The Sterling Pounds (£), is the
currency of the primary economic environment in which the Company operates. It is the currency that
mainly influences the turnover, costs of sales, and the currency in which receipts from operating activities
are usually retained.

Operating Leases

The Company has entered into various lease agreements as a lessee. The Company has determined that
the lessor retains the significant risks and rewards of ownership of these properties which are being leased
out on operating lease.

Estimates and Assumptions

The estimates and assumptions used in the financial statements are based upon management’s evaluation
of the relevant facts and circumstances as of the date of the Company’s financial statements. Actual results
could differ from such estimates.

Allowance for Impairment of debtors

Allowance for impairment of receivables is maintained at a level considered adequate to provide for
potentially uncollectible receivables. A provision for impairment loss of receivables is established when
there is objective evidence that the Company will not be able to collect all amounts due according to the
original terms of the receivables. The amount of the provision is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the effective interest rate.
Management’s judgment is required in the estimation of future changes to the allowance. The provision is
recognized in the statement of comprehensive income.

The carrying value of debtors (excluding prepayments) amounted to £894,410 (2022: £1,105,672).
Provision for impairment of financial asset during the year amounted to £ nil (2022: £ nil).

16



SUNBORN (GI ALTAR) RES! 3 LIMITED

NOTES TO THE FINANCIAL STATE ENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

4, SUMMARY OF SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND
ASSUMPTIONS - continued

Net Realisable Value of Inventories

The Company writes down to net realisable value its inventories whenever net realisable value becomes
lower than cost due to damage, physical deterioration, obsolescence, changes in price levels or other
causes. A new assessment is made of net realisable value in each subsequent period. When the
circumstances that previously caused the inventories to be written down below cost no longer exist or
when there is clear evidence of an increase in net realisable value because of changed economic
circumstances, the amount of the write-down is reversed (i.e., the reversal is limited to the amount of the
original write-down) so that the new carrying amount is the lower of the cost and the revised net realisable
value.

The carrying value of inventories amounted to £110,638 (2022: £113,487). No write-down of inventories
was recognized in 2023 and 2022.

Estimated Useful Lives of Tangible Assets

The Company estimates the useful lives of tangible assets based on the period over which the tangible
assets are expected to be available for use. The estimated useful lives of the tangible assets are reviewed
periodically and updated if expectations differ materially from previous estimates due to physical wear and
tear, technical or commercial obsolescence and legal or other limits on the use of the tangible assets.
However, it is possible that future results of operations could be materially affected by changes in the
estimates brought about by changes in factors mentioned above.

The Company estimates the useful lives of tangible assets based on the period over which the tangible
assets are expected to be available for use. The estimated useful lives of the tangible assets are reviewed
periodically and updated if expectations differ materially from previous estimates due to physical wear and
tear, technical or commercial obsolescence and legal or other limits on the use of the tangible assets.
However, it is possible that future results of operations could be materially affected by changes in the
estimates brought about by changes in factors mentioned above.

The aggregate carrying values of tangible assets amounted to £253,754 (2022: £294,385). There was no
change in the estimated useful lives of tangible assets in 2023 and 2022.

17



SUNBORN (GIBRALTAR) RESORT | MITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

4. SUMMARY OF SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND
ASSUMPTIONS - continued

Impairment of non-financial assets

The Company assesses at each reporting period whether there is an indication that prepayments
(presented under “other debtors”) and tangible assets, and other non-current assets may be impaired.
Determining the value in use of these assets, which requires the determination of future cash flows
expected to be generated from the continued use and ultimate disposition of such assets, requires the
Company to make estimates and assumptions that can materially affect the financial statements. Future
events could cause the Company to conclude that these assets are impaired. Any resulting impairment loss
could have a material adverse impact on the Company’s financial position and results of operations. The
preparation of the estimated future cash flows involves significant judgments and estimates. While the
Company believes that the assumptions are appropriate and reasonable, significant changes in the
assumptions may materially affect the assessment of recoverable values and may lead to future
impairment charges.

The aggregate carrying values of prepayments amounted to £186,471 (2022: £278,163). No provision for
impairment of non-financial assets was recognized in 2023 and 2022.

5. REVENUE

2023 2022
£ £
Rooms 6,843,699 7,235,839
Food and beverage 2,633,164 2,660,905
Other revenue 694,060 774,842
£ 10,170,923 £ 10,671,586

Turnover during 2023 and prior years are derived in Gibraltar.

6. COST OF SALES

2023 2022
£ £
Food 582,393 487,019
Beverage 247,306 214,433
Agent commission 219,233 264,100
Other cost 180,967 164,765
£ 1,299,899 £ 1,130,317
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SUI 30RN (GIt ALTAR) ESORT LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

7. ADMINISTRATIVE EXPENSES

2023 2022

£ f

Salaries, wages and other benefits 3,767,595 3,540,764
Lease expense 4,750,000 3,180,000
Rent, rates and utilities 785,852 859,039
Depreciation 189,821 145,433
Mooring fees 675,405 536,760
Cleaning and laundry 316,568 312,472
Marketing, promotion and printing 157,365 141,755
Reservation system 115,939 106,568
Supplies 143,440 104,231
Credit card commission 123,038 140,166
Travel and entertainment 97,717 82,222
Audit fees 14,300 15,600
Bank charges 6,298 8,486
Legal and professional fees 7,520 4,855
Other expenses 467,121 350,268
£ 11,617,979 f 9,528,619

8. EMPLOYEE INFORMATION

The average number of persons employed by the Company during the year was:

2023 2022
No. No.

Management and administrative 15 12
Operations 155 156
170 168

9. DIRECTORS’ EMOLUMENTS

The directors did not receive any emoluments from the Company for their services during the current year
or the preceding year.
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SU BC N(G RALTAR) :SORT LIMITED

NOTES . D THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

10. TAXATION
The Company is liable to corporation tax in Gibraltar in accordance with Income Tax Act.

(a) Analysis of current tax

2023 2022
£ £
Gibraltar corporation tax - -
(b) Factors affecting tax charge for the year
Loss on ordinary activities before taxation (2,755,875) (62,739)
Gibraltar corporation tax at 12.5% (344,484) (7,842)
Tax effect of:
Differences between depreciation and capital allowances 6,852 1,761
Effects of tax losses carried forward 337,632 6,081
Current tax expense for the year £ - f -
11. TANGIBLE ASSETS
Plant & Fixtures Motor
Computers machinery fittings vehicles Total
£ £ f £ £
COST
At 1 January 2023 317,478 517,313 484,635 71,610 1,391,036
Additions 22,292 94,032 32,866 - 149,190
Disposals - - (2,962) - (2,962)
At 31 December 2023 339,770 611,345 514,539 71,610 1,537,264
ACCUMULATED DEPRECIATION
At 1 January 2023 249,063 323,117 452,861 71,610 1,096,651
Charge for the year 43,882 122,494 23,445 - 189,821
Disposal - - (2,962) - {2,962)
At 31 December 2023 292,945 445,611 473,344 71,610 1,283,510
NET BOOK VALUE
At 31 December 2023 £ 46,825 £ 165,734 £41,195 £- £ 253,754
At 31 December 2022 £ 68,415 £194,196 £31,774 f- £ 294,385
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SU 30RN (GIBR LTAR) RESORT LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

12. DEBTORS
2023 2022
£ £
Trade debtors 583,167 784,406
Amounts due from related parties 124,614 124,614
Deferred tax assets 109,647 109,647
Other debtors 263,453 365,168
£ 1,080,881 £ 1,383,835
The amounts due from related parties are unsecured, interest free and repayable on demand.
13. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
2023 2022
£ £
Trade creditors 837,779 396,706
Deferred income 376,029 346,454
Loans (note 15) 1,500,000 -
Other creditors and accruals 106,561 91,324
Amounts due to related parties 1,155,211 771,390
Taxation and social security 478,879 1,407,004
4,454,459 £ 3,012,878
The amounts due to related parties are unsecured, interest free and repayable on demand.
14. CREDITORS: AMOUNTS FALLING DUE IN MORE THAN ONE YEAR
2023 2022
£ £
Amounts due to related party 3,754,263 1,494,446
Taxation and social security 417,145 -
Loans (note 15) - 1,500,000

The amounts due to related party are unsecured, interest free and repayable on demand.
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JNE N (GIBRALTA }RE T IMITEI

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

15. LOANS
This represents loans that are payable in 2 years from the date of first drawdown and bears interest at the
rate of 5% per annum. The loans are secured by a collateral provided by Sunborn Oy, the Company’s

ultimate controlling party (note 20). Interest on the loans in 2023 amounted to £75,000 (2022: £75,000).

16. OPERATING LEASE

The Company has entered into an operating lease agreement with its sister company Sunborn (Gibraltar)
Limited in relation to the rental of a vessel, turned into hotel.

Total future minimum lease payments per lease agreement for each of the following years:

2023 2022
£ £

Operating leases which expire:
Not later than one year 2,700,01 2,700,000
In two to five years 9,225,000 11,925,000
More than five years - -
17. CALLED UP SHARE CAPITAL

2023 2022
Authorised:
2,000 ordinary shares of £1 each £ 2,000 £ 2,000
Issued, called up and fully paid:
2,000 ordinary shares of £1 each £ 2,000 £ 2,000
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SUI "30RN (GIE ALTAR) RESORT LIMITED

NOTES TO THE FINANCIAL STATEMENTS - continued
FOR THE YEAR ENDED 31 DECEMBER 2023

18.  TRANSACTIONS WITH RELATED PARTY

The following transactions were carried out with related parties:

2023 2022

£ £

Revenue 98,605 169,007
Lease expense (4,750,000} (3,180,000)

The transactions were entered into on bases determined between the director of the Company and the
related parties in the ordinary course of business.

Year end balances due from/to parent and related parties are disclosed in notes 12, 13 and 14.
19. IMMEDIATE PARENT UNDERTAKING AND ULTIMATE CONTROLLING PARTY

The immediate parent undertaking of the Company is Sunborn (Gibraltar) Holdings Limited. Sunborn
(Gibraltar) Holdings Limited is 100 % owned by Sunborn International Oy, whose ultimate parent is Sunborn
Oy, a company domiciled in Finland.

Sunborn Oy is owned by The Niemi family who are regarded by the director to be the ultimate controlling
party.

20. CHARGES

Nordic Trustee and Agency AB (PUBL) has unlimited charge and debenture against the Company in respect
of the loan issued to its sister company, Sunborn (Gibraltar) Limited.

23



