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Directors’ report
The directors present the audited financial statements for the year ended 31 December 2018.
Principal activities

The principal activity of the Company is to act as a finance company for the United Group of Companies
(United Group), of which the Company is a member, principally by advancing amounts on loan to other
group companies for investments and working capital requirements. The Company also holds investment
property which it leases out to related and non-related parties. There has been no change in activities since
the previous reporting year.

Review of the business

During the year under review, the Company registered a profit before taxation amounting to €1,220,109
(2017: €178,401). Profit for the year after tax amounted to €1,220,109 (2017: €163,788).

Financial Performance

Revenue is mainly generated from rental income derived from leasing out the Company's property situated
in Ta’ Xbiex amounting to €403,593 (2017: €381,641) and from interest on loans advanced to Group
Companies amounting to €399,865 (2017: €399,345). Finance costs comprise interest payable on the
outstanding bond issue and amortisation of the issue costs thereof amounting to €470,226 (2017:
€469,177). Administrative expenses mainly comprise directors’ emoluments amounting to €38,696 (2017:
€38,349) and management fees payable to the Parent Company amounting to €70,000 (2017: €70,000).

Performance of the Company is consistent with last year, with the main variance attributable to fair value
losses in the available-for-sale portfolio of €68,698 (2017: €29,083) and the re-valuation of the investment
property whereby its fair value, net of deferred tax increased by €1,003,109.

The directors do not expect any significant changes in the Company’s activities in the short term and expect
that the Company will continue to be profitable in the foreseeable future.

Financial Position

The Company's total asset base stands at €14,773,445, an increase of €1,071,456 over the prior year. The
Company’s asset base is 37% (2017: 33%) funded through equity. Main non-current assets comprise the
G. B. Buildings, classified as investment property and measured at fair value and loans and advances to
Group entities, repayable in full by 2023.

The Company's main liabilities are the €8.5 million 5.3% 2023 Bond issue and a deferred tax liability on the
theoretical Final Withholding Tax payable in the event of disposal of the G.B. Buildings. The directors have
no intention of disposing this property in the foreseeable future.

As at 31 December 2018, the Company’s current assets amounted to €3,030,585 (2017: €3,090,475) and
are mainly represented by loans and trade and other receivables of €2,042,597 (2016: €2,259,156) and
cash of €987,988 (2017: €831,319). Total current liabilities represent trade and other payables of €363,854
(2017 €362,872).

Liquidity position has remained strong, with the Company having a current ratio of 8.32 (2017: 8.47).
Results and dividends

The financial results are set out in the income statement on page 17. During the year, the directors declared
a dividend of €130,000 (2017: €120,000) and propose that the balance of retained earnings amounting to
€498,617 (2017: €491,617) be carried forward to the next financial year.
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Directors’ report - continued

Directors
The directors of the Company who held office during the year were:

Carmen Gatt Baldacchino (Chairperson)

Edmund Gatt Baldacchino (Chief Executive Officer)
Simon Gatt Baldacchino

James Bonello

Joseph F. X. Zahra

The Board meets on a regular basis to discuss performance, position and other matters. The Company's
Articles of Association do not require any director to retire.

Statement of directors’ responsibilities for the financial statements

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

In preparing the financial statements, the directors are responsible for:

e ensuring that the financial statements have been drawn up in accordance with International
Financial Reporting Standards as adopted by the EU;
selecting and applying appropriate accounting policies;
making accounting estimates that are reasonable in the circumstances;
ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the Company will continue in business as a going concern.

The directors are also responsible for designing, implementing and maintaining internal control relevant to
the preparation and the fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error, and that comply with the Companies Act (Cap. 386). 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.

The financial statements of United Finance p.l.c. for the year ended 31 December 2018 are included in the
Annual Report 2018, which is made available on the Company’s website. The directors are responsible for
the maintenance and integrity of the Annual Report on the website in view of their responsibility for the
controls over, and the security of, the website. Access to information published on the Company's website
is available in other countries and jurisdictions, where legislation governing the preparation and
dissemination of financial statements may differ from requirements or practice in Malta.

Auditors

PricewaterhouseCoopers have indicated their willingness to continue in office and a resolution for their re-
appointment will be proposed at the Annual General Meeting.

Disclosure in terms of the Listing Rules

Going concern statement pursuant to Listing Rule 5.62

After making enquiries and having taken into consideration the future plans of the Group (note 1.1), the
directors have reasonable expectation that the Company has adequate resources to continue in operational

existence for the foreseeable future. For this reason, they continue to adopt the going concern basis in the
preparation of the financial statements.
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Directors’ report - continued
Principal risks and uncertainties faced by the Company

The Company’s main objective, as a finance company for the United Group, is to effectively and efficiently
manage the financing requirements of the Group’s working capital. In this context, the Company’s trading
prospects are dependent on the performance of the companies within the Group to which amounts have
been advanced by the Company by way of loan.

The Group’s business activities are all concentrated in and aimed at the Maltese market. Accordingly, the
Group is highly susceptible to the negative economic trends that may from time to time be felt in Malta.

Within this context, the directors have evaluated the risks faced by the various companies to which funds
have been advanced, and continue to monitor closely the impact of events as they take place in the local
and global economy and how these impact the ability of the various companies within the Group so as to
honour their financial commitments. On the basis of this analysis, the directors are of the view that all
amounts receivable by the company are recoverable.

In case of default, the Company would exercise its rights vis-a-vis the various pledges it holds over group
company assets.

Pursuant to Listing Rule 5.64

Share capital structure

The Company's authorised and issued share capital is €2,329,373 divided into 2,329,373 Ordinary shares
of €1 each. The share capital consists of one class of ordinary shares with equal voting rights attached.
No restrictions apply to the transfer of shares.

Holding in Excess of 5% of the Share Capital

On the basis of the information available to the Company as at 31 December 2018, United Group Limited
held 2,329,372 shares equivalent to 100% of the Company's issued share capital.

Shareholders holding at least 20% of the issued share capital having voting rights or a number of
shareholders who between them hold not less than 20% of the issued share capital of the Company having
voting rights, shall be entitled to appoint one director for every 20% holding. Other limitations of the voting
rights of holders are contained in the Company’s Articles of Association, Clause 55.

Appointment and Replacement of Directors

Board members are appointed for one year and are eligible for re-appointment at the Annual General
Meeting.

Board Member Powers
The powers of the Board members are contained in Article 66 of the Company's Articles of Association.

The Articles of Association grant the Company the power to buy back its own shares in terms of the
Companies Act (Cap. 386).

No disclosures are being made pursuant to listing Rules 5.64.4, 5.64.5, 5.64.6, 5.64.7 and 5.64.10 as these
are not applicable to the Company.
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Directors’ report - continued
Disclosures in terms of the Listing Rules - continued
Contracts with Board Members and Employees

The Company has no contract with any of its Board members that include a severance payment clause.
The Company had no employees during the year ended 31 December 2018 (2017: Nil).

Pursuant to Listing Rule 5.70.1
The company has an agreement with United Group Limited for the lease of office space.

In the normal course of the Company’s business, the Company advances by way of loan, amounts to
companies forming part of the United Group. Details of such contracts are set out in note 6 to the financial
statements.

Statement by the Directors on the Financial Statements and Other Information included in the
Annual Report

The directors declare that to the best of their knowledge, the financial statements included in the Annual
Report are prepared in accordance with the requirements of International Financial Reporting Standards as
adopted by the EU and give a true and fair view of the assets, liabilities, financial position and profit of the
Company and that this report includes a fair review of the development and performance of the business
and position of the Company, together with a description of the principal risks and uncertainties that it faces.

On behalf of the board

A, Dot Pubanechns e

Carmen Gatt Baldacchino Edmund Gatt Baldacchino
Director Director

Registered office
GB Buildings

2n Floor

28, Watar Street
Ta’ Xbiex XBX 1310
Malta

Godwin Spiteri
Company secretary

25 April 2019
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Corporate Governance - Statement of Compliance

The Listing Rules issued by the Listing Authority of the Malta Financial Services Authority, require listed
companies to observe The Code of Principles of Good Corporate Governance (the “Code”). Although the
adoption of the Code is not obligatory, Listed Companies are required to include, in their Annual Report, a
Directors’ Statement of Compliance which deals with the extent to which the Company has adopted the
Code of Principles of Good Corporate Governance and the effective measures that the Company has taken
to ensure compliance with the Code, accompanied by a report of the auditors thereon.

Compliance

The Board of Directors (the “Board”) of United Finance p.l.c (the “Company”) believe in the adoption of the
Code and has endorsed them except where the size and/or particular circumstances of the Company are
deemed by the Board not to warrant the implementation of specific recommendations. In this context it is
relevant to note that the Company has issued bonds to the public and has no employees. Accordingly some
of the provisions of the Code are not applicable whilst others are applicable to a limited extent.

The Board

The Board of Directors is responsible for devising a strategy, setting policies and the management of the
Company. It is also responsible for reviewing internal control procedures, financial performance and
business risks facing the Company. The Board is also responsible for decisions relating to the redemption
of the Bond, and for monitoring that its operations are in conformity with the Prospectus and all relevant
rules and regulations.

Throughout the period under review, the Board regularly reviewed management performance. The
Company has in place systems whereby the directors obtain timely information from the Chief Executive
Officer, not only at meetings of the Board but at regular intervals or when the need arises.

Chairman and Chief Executive Officer

The functions of the Chairperson and Chief Executive Officer are vested in separate individuals as
recommended by the Code. The Chairperson’s main function is to lead the board, set the agenda and
ensure that all board members partake in discussions of complex and contentious issues.

The Chief Executive Officer has specific authorities from the Board to manage the Company’s operational
activities within the strategy and parameters set by it.

Complement of the Board

The Board is composed of one executive and four non-executive directors, as listed below. The directors,
except for James Bonello, who was appointed director on the 16 June 2008, and Joseph FX Zahra, who
was appointed on the 1 June 2014, are the same as those at the date of incorporation of the Company, all
directors having been reappointed to their post on a yearly basis.

Executive Director

Edmund Gatt Baldacchino (Chief Executive Officer)
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Corporate Governance — Statement of Compliance - continued
Non-Executive Directors

Carmen Gatt Baldacchino (Chairperson)
Simon Gatt Baldacchino

James Bonello

Joseph F.X. Zahra

Carmen Gatt Baldacchino holds similar non-executive positions with other companies of the United Group
of which the Company is a member. Simon Gatt Baldacchino is a non-executive director of other companies
related to United Finance p.l.c. and an executive director with a related company, whilst Joseph FX Zahra
is a director of United Group Limited, the parent company of United Finance p.l.c. For the purpose of the
provisions of the Code, the Board considers James Bonello and Joseph FX Zahra as independent.

Directors are appointed during the Company’s Annual General Meeting for periods of one year, at the end
of which term they may stand again for re-election. The Articles of Association of the Company clearly set
out the procedures to be followed in the appointment of directors.

Internal Control

The Board is responsible for the Company’s system of internal controls and for reviewing its effectiveness.
Such a system is designed to achieve business objectives and to manage rather than to eliminate the risk
of failure to achieve business objectives and can only provide reasonable assurance against material error,
losses or fraud.

Authority to manage the Company is delegated to the Chief Executive Officer within the limits set by the
Board of Directors. Systems and procedures are in place for the Company to control, report, monitor and
assess risks and their financial implications, and to take timely corrective actions where necessary. Regular
financial budgets and strategic plans are prepared, and performance against these plans is actively
monitored and reported to the directors on a regular basis.

The approval of credit to customers is made by the group Financial Controller, in strict adherence to a
Board-approved limit. Proposals falling outside the limit are referred, together with the supporting
documentation and the Financial Controller's recommendations, to the Board. The Board also approves,
after review and recommendation by the Audit Committee, the transfer of funds and other amounts payable
to companies within the same group, and ensures that these are subject to terms and conditions which are
on an arm's length basis.

Directors’ Attendance at Board Meetings

The Board believes that it has systems in place to fully comply with the principles of the Code. Directors
meet regularly, mainly to review the financial performance of the Company and to review internal control
processes. Board members are notified of forthcoming meetings by the Company Secretary with the issue
of an agenda and supporting Board papers, which are circulated well in advance of the meeting. All the
directors have access to independent professional advise at the Company's expense should they so
require.

The Board met formally two times during the year under review. All board members attended both meetings
during 2018.
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Corporate Governance — Statement of Compliance - continued
Committees

The directors believe that, due to the Company’'s size and operation, the remuneration, evaluation and
nominations committees that are suggested in the Code are not required, and that the function of these can
efficiently be undertaken by the board itself. However, the Board on an annual basis undertakes a review
of the remuneration paid to the directors, and carries out an evaluation of their performance and of the audit
committee. The shareholders approve the remuneration paid to the directors at the annual general meeting.

Audit Committee

The Board established an Audit Committee (the “Committee”) in 2002 and has formally set out Terms of
Reference as outlined in the Principles laid out in the Listing Rules. The purpose of the Committee is to
protect the interest of the Company’s share and bond holders and assist the directors in conducting their
role effectively. The Audit Committee also monitors the financial reporting process, the effectiveness of
internal control and the audit of the annual financial statements. Additionally, it is responsible for monitoring
the performance of the entities borrowing funds from the Company, to ensure that budgets are achieved
and if not that corrective action is taken as necessary. It also scrutinises and supervises related party
transactions for materiality and ensures that these are carried out at arm’s length basis. By a letter dated
23 June 2008, the Listing Authority considered the Terms of Reference as having sufficient safeguards to
ensure the independence of the Audit Committee.

The Members of the Audit Committee are:

James Bonello (Chairman of the Audit Committee)
Helga Ellul
Joseph F.X. Zahra

James Bonello and Joseph F.X. Zahra are directors who the Board considers as persons competent in
accounting. James Bonello held senior management positions at HSBC Bank Malta p.l.c. including that of
Head of Commercial Banking and executive director.

Helga Ellul was Managing Director of Playmobil Limited from 1974 to September 2012. Thereafter, she set
up her own consultancy company and is board member and chairman of various Maltese businesses. Over
the years she has held various posts on boards of constituted bodies and government organisations. Until
March 2011 she occupied the role of President of the Malta Chamber of Commerce, Enterprise and Industry.

Joseph F.X. Zahra was Chairman of Bank of Valletta between 1998 and 2004, and Middlesea Insurance
p.l.c between 2010 and 2012. Joseph F.X. Zahra is currently the Chairman of the Audit Committees of
Corinthia Palace Hotel Limited and Medserv p.l.c. He is also a member of the Audit Committees of
Pendergardens Developments p.l.c., Multi Risk Indemnity Limited and Birks Group Inc. (Canada).

The Committee met four times during the year to 31 December 2018.
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Corporate Governance — Statement of Compliance - continued

Remuneration Statement

In terms of the Company’s Memorandum and Articles of Association, it is the shareholders of the Company
in the General Meeting who determine the maximum annual aggregate remuneration of the directors. The
aggregate amount approved for this purpose during the last Annual General Meeting was €39,000.

None of the directors is employed or has a service contract with the Company.

No part of the remuneration paid to the directors is performance based, and the Chief Executive Officer
receives no additional remuneration. None of the directors, in their capacity as a Director of the Company,
is entitled to profit sharing, share options or pension benefits.

The directors received €38,696 in aggregate for services rendered during 2018 (2017: €38,349).

Relations with bondholders and the market

The Company publishes interim and annual financial statements, and when required, company
announcements. The Board feels these provide the market with adequate information about its activities.

Conflicts of Interest

On joining the Board and regularly thereafter, directors and officers of the Company are informed and
reminded of their obligations on dealing in securities of the Company within the parameters of law and
Listing Rules. The Company has also set reporting procedures in line with the Listing Rules, Code of
Principles, and internal code of dealing.

Signed on behalf of the Board of Directors on 25 April 2019 by:

Lo

—

James Bonello Joseph F.X. Zahra
Director and Chairman of the Audit Committee i
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Independent auditor’s report
To the Shareholders of United Finance p.l.c.

Report on the audit of the financial statements

Our opinion
In our opinion:

e United Finance p.l.c.’s financial statements give a true and fair view of the company’s financial
position as at 31 December 2018, and of the company’s financial performance and cash flows for
the year then ended in accordance with International Financial Reporting Standards (‘IFRSs’) as
adopted by the EU; and

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

Our opinion is consistent with our additional report to the Audit Committee.
What we have audited
United Finance p.l.c.’s financial statements, set out on pages 16 to 50, comprise:

e the statement of financial position as at 31 December 2018;

¢ the income statement and statement of comprehensive income for the year then ended;

o the statement of changes in equity for the year then ended;

e the statement of cash flows for the year then ended; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report.

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

Independence

We are independent of the company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements of the Accountancy Profession (Code of Ethics for Warrant Holders) Directive issued in
terms of the Accountancy Profession Act (Cap. 281) that are relevant to our audit of the financial
statements in Malta. We have fulfilled our other ethical responsibilities in accordance with these Codes.

To the best of our knowledge and belief, we declare that non-audit services that we have provided to the
company are in accordance with the applicable law and regulations in Malta and that we have not
provided non-audit services that are prohibited under Article 18A of the Accountancy Profession Act
(Cap. 281).
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Independent auditor’s report - continued
To the Shareholders of United Finance p.l.c.

The non-audit services that we have provided to the company, in the period from 1 January 2018 to 31
December 2018, are disclosed in note 16 to the financial statements.

Our audit approach

Overview

Overall materiality: €140,000, which represents 1% of total assets.

Materiality

Valuation of investment properties
Recoverability of group balances

Key audit
matters

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

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

Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement. Misstatements
may arise due to fraud or error. They are considered material if individually or in aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of the financial
statements.

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

10
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Independent auditor’s report - continued
To the Shareholders of United Finance p.l.c.

Overall materiality €140,000 (2017: €130,000)

How we determined it 1% of total assets

Rationale for the We chose total assets as the benchmark because, in our view, it is

materiality benchmark an appropriate measure for this type of entity. We chose 1% which

applied is within the range of materiality thresholds that we consider
acceptable.

We agreed with the Audit Committee that we would report to them misstatements identified during our
audit above €7,000 as well as misstatements below that amount that, in our view, warranted reporting
for qualitative reasons.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Key audit matter How our audit addressed the Key audit matter

Valuation of investiment properties

The company’s investment property comprises ~ We agreed the property information in the valuation
a commercial block in Ta’ Xbiex held for rent to the underlying property records held by the

and was valued at the year-end at €5.8m, company.

following an assessment by an independent

architect. We understood the methodology, tested the accuracy
of the workings within the valuation model, and

Valuations are assessed annually by challenged the assumptions to ensure that they apply

management using projected rental streams, for the year under review.

residual value of the building following lapse of

the rental period, and an estimated sales We agreed the projected rental income to supporting

approach for the value of the land. As rental agreements and documentation. We also

explained in Note 4 to the financial statements, engaged our valuation specialists to assess
the most significant judgements and estimates  assumptions in the model and we found that

affecting the valuations include projected capitalisation rates were predominately consistent
rental streams, the development cost per with comparable information for similar commercial
square metre, and the sales price per square property. We also considered whether the other
metre. assumptions applied, such as the estimated

development costs and sales price per square metre
The existence of significant estimates referred ~ were appropriately supported by management.
to previously could result in material
misstatement, which is why we have given We held meetings with the directors and the audit
specific focus and attention to this area. committee on the year-end valuations and found that
they were able to provide explanations and refer to
appropriate supporting evidence.

In addition, we evaluated the adequacy of the
disclosures made in Note 4 of the financial
statements, including those regarding the key
assumptions.

1
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Independent auditor’s report - continued
To the Shareholders of United Finance p.l.c.

Key audit matter How our audit addressed the Key audit matter

Recoverability of group balances

Financial assets held at amortised cost include =~ We have agreed the terms surrounding the loans
loans advanced to group companies at agreed  to supporting loan agreements.
rates of interest ranging from 2% to 6.25%.

We have assessed the financial strength of the

As disclosed in Note 6 and Note 7, loan group with reference to management accounts for
balances due to the company as at 31 the current year and prospective information. On
December 2018 amounted to €6.33m and the basis of projections and related assumptions
further current balances amount to €1.22m. made available and also factoring explanations
The recoverability of the group balances is obtained, we concur with management’s view with
assessed each year in order to ensure that the respect to the expected recoverability of these
amounts are recoverable. loans.

The balances are considered material, whichis  In addition, we understood and evaluated the
why we have given additional attention to this ~ workings and assumptions underlying the
area. assessment for the loss allowances under IFRS g.

Other information

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

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

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

With respect to the directors’ report, we also considered whether the directors’ report includes the
disclosures required by Article 177 of the Maltese Companies Act (Cap. 386).

Based on the work we have performed, in our opinion:

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

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

In addition, in light of the knowledge and understanding of the company and its environment obtained
in the course of the audit, we are required to report if we have identified material misstatements in the
directors’ report and other information that we obtained prior to the date of this auditor’s report. We
have nothing to report in this regard.

12
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Independent auditor’s report - continued
To the Shareholders of United Finance p.l.c.

Responsibilities of the directors and those charged with governance for the financial
Statements

The directors are responsible for the preparation of financial statements that give a true and fair view
in accordance with IFRSs as adopted by the EU and the requirements of the Maltese Companies Act
(Cap. 386), and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

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

Those charged with governance are responsible for overseeing the company’s financial reporting
process.

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 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.

13
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their Annual Report a Statement of Compliance providing an explanation of the extent to which they
have adopted the Code of Principles of Good Corporate Governance and the effective measures that
they have taken to ensure compliance throughout the accounting period with those Principles.

The Listing Rules also require the auditor to include a report on the Statement of Compliance prepared
by the directors.
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