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CRYPTOLOGY ASSET GROUP P.L.C.

DIRECTORS’ REPORT

The directors present their consolidated annual report and financial statements for the year
ended 31 December 2020.

Incorporation

Cryptology Asset Group p.l.c was incorporated and registered with the Malta Business Registry
on 10 January 2018 and started trading forthwith.

The shares of Cryptology Asset Group p.l.c (ISIN MT0001770107) Ticker: CAP, (formerly 4UD)
have been included in the primary market segment of the open market of the Disseldorf Stock
Exchange as of May 5, 2020 and are currently trading also on Gettex and Tradegate.

In order to increase frading liquidity and open up to new shareholder groups, Cryptology Asset
Group plc is currently exploring an international listing. The ticker symbol for Cryptology Asset
Group plc was recently changed from 4UD to CAP.

The listing on the primary market segment of the open market of the Dusseldorf Stock Exchange
has been undertaken, against the background of using the capital structure as a source of
financing in the future as part of the growth strategy. The Small & Mid Cap Investmentbank AG
was mandated as a capital market partner, which accompanied the transactions and submitted
the application for listing.

Principal Activity of the Parent Company

The principal activity of the parent company is to invest in crypto-assets and companies with
blockchain-related business models and also provide strategic advice to these type of
companies. During the year under review, it invested in companies with underlying crypto-
assets, however it did not participate directly in trading of crypto-currencies and tokens. This may
change in the forthcoming period as the Company has identified favourable scenarios in direct
participation in cryptocurrencies.

The Subsidiary

Cryptology Advisory Limited is a fully owned subsidiary of the Company which provides
consultancy services specifically related to the use of blockchain technology.

Investment Rationale

At the year end the Group held a portfolio of investments that continues to grow, including both
quoted and unquoted investments. This contributed significantly to the performance of the
Group's financial results for the year under review. The Group adheres to a clearly defined
Investment policy which ensures transparency, consistency and a fair basis of valuing financial
instruments. In this regard, for unquoted investments, in view of limited information available,
the Group's measurement of fair value would be the price that the financial asset can be
expected to sell in the ordinary course of business, as long as the price indicated is supported by
sound financial judgement. To this end, the Group obtains sufficient information to measure fairly
the value of its investments from observable and unobservable inputs under normal market
conditions. In relation to quoted investments, these are valued on the basis of open market
information available at year end.



CRYPTOLOGY ASSET GROUP P.L.C.
DIRECTORS’ REPORT (Continued)
Investment Rationale (continued)

The Group’s Advisory Board is composed of key personnel well trained and experienced in the
field. The Advisory Board seeks to identify, evaluate and select ongoing viable projects that are
likely to have significant positive impact on the Group’s resuits.

The Group is uniquely positioned to invest further in its existing portfolios. It also looks at other
innovative investment opportunities, which could include co-investing with other partners in viable
projects such as crypto-asset management.

Business Development and Outlook

The Group has developed very positively since its foundation where the cryptocurrencies showed
a significant increase up till the reporting date and is continuing on its upward trend with the peak
still too distant to reach. This is mainly achieved through the strong network ensuring access to
promising investments. In addition, strategic investments have developed significantly better than
the overali sector.

The Group will expand its existing stake with suitable companies if management believes that
these companies complement to the existing holdings in a meaningful way, and thereby the
strategy of the Group is to continue to build a diversified portfolio of companies with blockchain-
based business models..

It is the Group’s intention to be a key player in the industry by harnessing the experience to
mitigate risks and avoid volatility scenarios mainly by seeking and harvesting new investment
opportunities by investing in hi-tech companies. To this end, the Group, will continue to invest in
key human resource talents to enhance its corporate governance and to assist in the ventures
which it intends to pursue. The Board of Directors seeks to consistently improve business results
and sustain continuous growth in the market in which it operates, and in line with its investment
strategies. At time of reporting, the Group has engaged Mr Patrick Lowry, being one of Europe's
most accomplished managers and crypto influencers with extensive experience managing crypto
assets and blockchain-based venture capital investments. He is the founder and CEO of Iconic
Holding, an asset management group and portfolic company of Cryptology Asset Group plc. This
signifies the Group’s thrust in pushing towards further achievements in its core business.

Principal risks and uncertainties

The Group’s principal risks and uncertainties are further disclosed in Notes 21 and 22 and
specific risk evaluation to Fair Value Measurement as denoted in Note 23 to the financial
statements.

Events after the financial reporting date

Disclosures in relation to subsequent events are set out in Note 24 to the financial statements.



CRYPTOLOGY ASSET GROUP P.L.C.
DIRECTORS’ REPORT {Continued)
Risks posed by COVID-19

The continuance of the coronavirus (COVID-19) across the whole world did not impact on the
Company's financial position or on the day-to-day activities. The Company did not experience
any financial recession, on the contrary, the financial arena was very active and promising.

Liquidity required for new investments was adequately tapped and the Company’s activities were
never hindered.

As was expected, cryptocurrencies and blockchain related models gained ground as more
confidence was triggered both from institutional investors and state institutions.

Performance Review

Initially, the Group’s objective was to invest in major investments in USA and Germany. During
the past three years, it invested in companies that has yielded positive results. During the year
under review the company's profitability has emanated primarily from the sale of Available-for-
Sale investments. In addition to the operating profits generated during the year, the Company’s
positive contribution to Total Comprehensive Income was mainly derived from fair values
changes on Available-for-Sale investments.

Results
The directors report a Group profit for the year after taxation of € 10,260,310 (2019: € 1,471,201)
and total Group comprehensive income of € 239,730,194 (2019: € 36,920,544). The Group profits
will be added to profits brought forward of € 43,940,848, leaving accumulated profits of
€ 282,033,410 to be carried forward to next year, after reflecting the acquisition of treasury stock
amounting to € 1,637,632.
Dividends
The directors do not recommend the payment of a dividend.
Financial Reporting Framework
The directors have resolved to prepare the Group’s financial statements for the year ended 31
December 2020 in accordance with the requirements of International Financial Reporting
Standards (IFRS), as issued by the International Accounting Standards Board (IASB) and as
adopted by the European Union.
Directors
The following have served as directors of the company during the year under review:

Mr. Jefim Gewiet: Director

Mr. Patrick Lowry: Director (appointed on 1 March 2021)
Dr. Jorg Wemer: Non-Executive Director



CRYPTOLOGY ASSET GROUP P.L.C.

DIRECTORS' REPORT (Continued)

Directors (continued)

In accordance with the Articles of Association, all the directors shall retire from office at least
once every three years, For this reason, Mr Jefim Gewiet and Dr Jorg Werner will retire this year
and will be considered for re-appointment during the Annual General Meeting.

Statement of directors’ responsibilities

The Companies Act, 1995 requires the directors to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the company as at the end of the
financial year and of the financial performance of the company for that year. In preparing those
financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

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

account for income and expenditure relating to the accounting period on an accruals basis;

ensure 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 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. The directors are also
responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the company and to enable them to ensure that the financial
statements comply with the Companies Act, 1995. They are also responsible for safeguarding
the assets of the company and for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

The directors confirm that, to the best of their knowledge:

- the financial statements give a true and fair view of the financial position of the Group at
31 December 2020 and of its financial performance and its cashflows for the year then
ended, in accordance with IFRSs as adopted by the EU on the basis explained in Note 1
to the financial statements; and

- the Annual Report includes a fair review of the development and performance of the
business and the position of the Group together with additional information of the principal
risks and uncertainties that the Group faces.



CRYPTOLOGY ASSET GROUP P.L.C.

DIRECTORS’ REPORT (Continued)

Auditors

Parker Randall Turner have intimated their willingness to continue in office as auditors of the
Group. A resolution for their reappointment will be proposed at the forthcoming Annual General
Meeting.

BY ORDER OF THE BOARD ;

S\.L (/ /£ ri‘:///Z’?/ ~-

Mr. Jefim Gewlet Mr. Patrick Lowsy™
Director Director

Registered Office:
‘Beatrice’, 66 & 67,
Amery Street,
Sliema, SLM 1707
Malta

19 May 2021



CRYPTOLOGY ASSET GROUP P.L.C.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2020

Group Group Holding Holding
2020 2019 2020 2019
Notes € € € €
REVENUE 3 2,545,167 15,001,942 2,350,167 14,806,942
Cost of investments (1,964,952) (12,280,582) (1,964,952) (12,280,582)
Fair value movements on HFT
investments 2,141,882 - 2,141,882 -
GROSS OPERATING PROFIT 2,722,097 2,721,360 2,527,097 2,526,360
Profit from sale of AFS
investments 8,702,857 - 8,702,857 -
Impairment loss on intangibles (189,665) - (189,665) -
Loss on sale of intangibles (38,790) - (38,790) -
TOTAL OPERATING PROFIT 11,196,499 2,721,360 11,001,499 2,526,360
Administrative expenses (924,700) (279,650) {909,593} (261,932)
Other income 348,714 59,990 348,714 59,983
PROFIT BEFORE
FINANCE COSTS 5 10,620,513 2,501,700 10,440,620 2,324 411
Finance costs 4 (666,764) (234,622) (666,579) (234,311)
PROFIT FOR THE YEAR
BEFORE TAXATION 9,953,749 2,267,078 9,774,041 2,090,100
Taxation 8 306,561 (795,877) 369,694 (733,699)
PROFIT FOR THE YEAR
AFTER TAXATION 10,260,310 1,471,201 10,143,735 1,356,401
OTHER COMPREHENSIVE INCOME
Items that will not be reclassified to profit or loss:
Changes in fair value:
Quoted AFS investments 139,653,275 31,383,020 139,653,275 31,383,020
Unquoted AFS investments 91,413,873 3,767,419 91,413,873 3,767,419
Foreign exchange translations (1,587,264) 298,904 (1,597,264) 298,904
229,469,884 35,449,343 229,469,884 35,449,343
TOTAL COMPREHENSIVE INCOME €239,730,194 €36,920644 €239,613,619 € 36,805,744

The notes form an integral part of these financial statements.



CRYPTOLOGY ASSET GROUP P.L.C.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2020

Group Group Holding Holding
2020 2019 2020 2019
ASSETS Notes € € € €
Non-current assets
Intangible assets 9 - 1,056,380 - 1,056,380
Plant & equipment 10 20,388 8,818 19,414 7,018
Investment in subsidiaries 11 - - 240 240
AFS investments 13 326,228,575 79,933,526 326,228,575 79,933,526
Other receivables 15 396,154 5,000,000 396,154 5,000,000
Deferred tax asset 12 369,694 - 369,694 -
327,014,811 85,998,772 327,014,077 85,997,164
Current Assets
HFT investments 14 2,310,000 - 2,310,000 -
Trade & other receivables 15 505,259 61,508 504,061 60,187
Cash & cash equivalents 55,786 4,057 13,443 1,608
2,871,045 65,565 2,827,504 61,795
TOTAL ASSETS € 329,885,856 €86,064,337 € 329,841,581 € 86,058,959
EQUITY AND LIABILITIES
Equity
Share capital 16 (a) 2,732,500 2,732,500 2,732,500 2,732,500
Share premium 16 (b) 23,862,113 23,862,113 23,862,113 23,862,113
Treasury stock 16 (c) (31,491) - {31,491) -
Retained earnings 16 (d) 282,033,410 43,940,848 281,772,334 43,796,347
308,596,532 70,535,461 308,335,456 70,390,960
Non-Current Liabilities
Trade & other payables 17 7,740,875 6,250,860 7,740,875 6,250,860
Current Liabilities
Interest-bearing loans &
borrowings 18 6,720,329 2,209,797 6,720,329 2,209,797
Trade & other payables 18 6,828,120 7,068,219 7,044,921 7,207,342
13,548,449 9,278,016 13,765,250 9,417,139
TOTAL EQUITY AND LIABILITIES € 320,885,856 €86,064,337 € 329,841,581 € 86,058,959

The notes on pages 6 to 43 form an integral part of the financial statements. These Financial Statements were

approved by the z‘/r:join 19 May 2021 and signed on its behalf by: 7 M
/f‘ Z — T

Mr. Jefim Gewiet Mr. Patrick Lowry
Director Director
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CRYPTOLOGY ASSET GROUP P.L.C.

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2020

Notes
OPERATING ACTIVITIES
Cash (used in)/ generated from
operations 19 (a)

Interest paid
Interest received
Taxation paid

NET CASH (USED IN) GENERATED
FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Purchase of plant and equipment
Purchase of intangible assets
Proceeds from sale of intangibles
Cisposal of investment in subsidiary
Disposal of AFS investments
Purchase of AFS investments
Convertible loan advances

NET CASH (OUTFLOW) FROM
INVESTING ACTIVITIES

FINANCING ACTIVITIES
Issue of share capital
Issue of share premium
Repurchase of own shares

Bank loan advances
Repayment to related parties

Loan advances from third party

NET CASH (OUTFLOW)/ INFLOW
FROM FINANCING ACTIVITIES

Net movement in Cash and Cash
Equivalents
Cash and Cash Equivalents at the

beginning of Year 19 (b)
CASH AND CASH EQUIVALENTS
AT END OF YEAR 19 (b)

The notes form an integral part of these financial statements.

Group Group Holding Holding
2020 2019 2020 2019
€ € € €
(641,338) 2,697,330 (700,510) 2,108,238
(434,356) {144,904) (434,171) (144,5643)
109,800 8,620 109,800 8,613
(33,083) - (13,940) -
{998,977) 2,561,046 (1,038,821) 1,972,308
(27,868) (601) (27,868) -
- (1,056,380) - (1,056,380)

604,528 604,528
- - - 240
12,864,153 10,000 12,864,153 10,000
(16,325,427) (7,883,3565) (16,325,427) (7,883,3565)
(396,154) (5,000,000) (396,154) (5,000,000)
(3,280,768)  (13,930,336) (3,280,768)  (13,929,495)
- 82,500 - 82,500
- 3,217,501 - 3,217,501
(1,669,123) - (1,669,123) -
1,490,015 - 1,490,015 -
{200,000) (600,000) {200,000) -
200,000 6,250,860 200,000 6,250,860
(179,108) 8,950,861 (179,108) 9,550,861
(4,458,853) (2,418,429) {4,498,697) {2,406,326)
(2,205,740) 212,689 (2,208,189) 198,137
€ (6,664,543) €(2,205,740) €(6,706,886) € (2,208,189)

10



CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2020

1. BASIS FOR PREPARATION
1.1 Statement of Compliance

The consolidated financial statements of Cryptology Asset Group p.l.c have been prepared in
accordance with the requirements of International Financial Reporting Standards (IFRS), as issued
by the International Accounting Standards Board (JASB) and as adopted by the European Union.

These financial statements have also been prepared in accordance with the provisions of the
Companies Act, 1995 (Chapter 386, Laws of Malta)

1.2 Consolidation

The consolidated financial statements incorporate the assets, liabilities and results of the Company
and its subsidiary undertakings drawn up to 31 December each year. Subsidiary undertakings are
those companies over which the Group has control, either by way of majority shareholding, through
contractual agreements with the other vote holders of the investee or rights arising from other
contractual agreements, giving it the power to govern financial and operating policies of the
investee. Specifically, the Group controls an investee if, and only if, the Group has:

- Power over the investee (i.e existing rights that give it the current ability to direct the relevant
activities of the investee);

- Exposure, or rights, to variable returns from its involvement with the investee; and
- The ability to use its power over the investee to affect its returns.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control. Consolidation of a subsidiary
begins when the Group obtains control of the subsidiary, and ceases when the Group loses control
of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of
during the year are included in the statement of comprehensive income from the date the Group
gains control until the date the Group ceases to control the subsidiary.

The Group applies the acquisition method to account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair value of the assets transferred, the liabilities
incurred to the former owners of the acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement. Identifiable assets acquired, and liabilities and contingent liabilities
assumed in a business combination are measured initially at their fair values at the acquisition date.
The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition
basis, either at fair value or at non-controlling interest's proportionate share of the recognised
amounts of acquiree's identifiable net assets.

Acquisition-related costs are expensed as incurred

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's
previously held equity interest in the acquiree is re-measured to fair value at the acquisition date
through profit or loss.

11



CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2020

1.2 Consolidation {continued)

Goodwill is initially measured as the excess of the aggregate of the consideration transferred and
the fair value of non-controlling interest over the net identifiable assets acquired and liabilities
assumed. |If this consideration is lower than the fair value of the net assets of the subsidiary
acquired, the difference is recognised in profit or loss.

Profit or loss and each component of other comprehensive income are attributed to the equity
holders of the parent of the Group and to non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. When necessary, adjustments are made to the
financial statements of subsidiaries to bring their accounting policies into line with the Group's
accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

The parent company of the Group wholly owns one subsidiary, which is set out in Note 11. No
associated undertakings were held at year end.

1.3 Basis of accounting

The financial statements are prepared under the historical cost. Assets and liabllities are measured
at historical cost except for the following that are measured at fair value: financial assets measured
at fair value through other comprehensive income (FVTOCI), and financial instruments classified at
fair value through profit or loss (FVTPL).

These Financial Statements are prepared on a going concern basis. The Directors regard this as
appropriate, after due consideration of the Group’s statement of financial position, capital adequacy
and solvency.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
2.1 STANDARDS, AMENDMENTS AND INTERPRETATION TO EXISTING STANDARDS
2.1.1 Interpretations and amendments to standards adopted by the Group

During 2020, the Group adopted a number of interpretations and amendments to standards in the
financial statements. These changes did not have a significant impact on the Group’s accounting
policies and on the financial performance and financial position.

Standards adopted during the year ended 31 December 2020
No new standards were adopted during the year.

2.1.2 Standards, amendments and Interpretations to existing Standards that are not yet
effective and have not been adopted early by the Group

At the date of authorisation of these financial statements, several new, but not yet effective,
Standards and amendments to existing Standards, and Interpretations have been published by the
IASB. None of these Standards or amendments to existing Standards have been adopted early by
the Group.

12



CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2020

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.1.2 Standards, amendments and Interpretations to existing Standards that are not yet
effective and have not been adopted early by the Company (continued)

The directors anticipates that all relevant pronouncements will be adopted for the first period
beginning on or after the effective date of the pronouncement. New Standards, amendments and
Interpretations not adopted in the current year have not been disclosed as they are not expected to
have a material impact on the Group’s financial statements.

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

2.2.1 Non-derivative financial instruments

Non-derivative financial instruments comprise in equity and debt securities, trade and other
receivables, cash and cash equivalents, loans and borrowings, and trade and other payables. Non-
derivative financial instruments are recognised initially at fair value. Subsequent to initial recognition
non-derivative financial instruments are measured as described below.

A financial instrument is recognised if the Group becomes a party to the contractual provisions of the
instrument. Financial assets are derecognised if the Group's contractual rights to the cash flows
from the financial assets expire or if the Group transfers the financial asset to another party without
retaining control of substantially all risks and rewards of the asset. Regular way purchases and sales
of financial assets are accounted for at trade date, i.e., the date that the Group commits itself to
purchase or sell the asset.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. After initial recognition, these are measured at amortised cost
using the effective interest method, less provision for impairment. Discounting is omitted when the
effect of discounting is immaterial. The Group's cash and cash equivalents, trade and most other
receivables fall into this category of financial instruments. Individually significant receivables are
considered for impairment when they are past due or when other objective evidence is received that
a specific counterparty will default. Receivables that are not considered to be individually impaired
are reviewed for impairment in groups, which are determined by reference to the industry and region
of a counterparty and other available features or shared credit risk characteristics. The percentage
of the write down value is then based on recent historical counterparty default rates for each
identified group.

Financial assets and financial liabilities are measured initially at fair value plus transaction costs,
except for financial assets and financial liabilities carried at fair value through profit and loss, which
are measured initially at fair value. They are subsequently measured as described below. Financial
liabilities are derecognised if the Group's obligations specified in the contract expire or are
discharged or cancelled.

13



CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {Continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.2 Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the
issuer's perspective, such as loans, government and corporate bonds. Classification and
subsequent measurement of debt instruments depend on:

i. The Group's business model for managing the asset; and
ii. The cash flow characteristics of the asset.

Based on these factors, the Group classifies its debt instruments into one of the following three
measurement criteria:

¢ Amortised cost: Assets that are held for collection of contractual cash flows where those
cash flow represent solely payments of principal and interest on specified dates. Interest
income from these financial assets is included in ‘Interest and similar income’ using the
effective interest rate method.

» Fair Vaiue through Other Comprehensive Income (FVOCI): Financial assets that are held for
collecting of contractual cash flows and for selling the assets, where the assets’ cash flows
represent solely payments of principal and interest and that are not designated at FVTPL,
are measured at FVOCI. Movements in the carrying amount are taken through OCI. Foreign
exchange gains and losses on the instrument’s amortised cost which also recognised in OCI.
No impairment gains or losses are recognised since these are reflected in the movement in
fair value through OCI. When the financial asset is derecognized, the cumulative gain or loss
previously recognized in OCI is kept in OCI. Interest income from these financial assets is
included in ‘Interest and similar income’ using the effective interest rate method.

+ Fair Value through Profit or loss (FVTPL): Assets that do not meet the criteria for amortised
cost or FVTOCI are measured at FVTPL. A gain or loss on a debt investment that is
subsequently measured at FVTPL is recognized in profit or loss. Interest income from these
financial assets is included in ‘Interest and similar income’ using the effective interest rate
method.

2.2.3 Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer's perspective;
that is instruments that do not contain a contractual obligation to pay and that evidence a residual
interest in the issuer's net assets.

On initial recognition of an equity investment that is not held for trading, the Group may irrecoverably
elect to present changes in fair value in OC!l. This election is made on an investment-by-investment
basis and is irrecoverable. Other equity instruments are classified as measured at FVTPL. Gains
and losses on such equity instruments are never reclassified to profit and loss and no impairment is
recognized. Dividends are recognized in profit or loss unless they clearly represent a recovery of
part of the cost of the investment, in which case they are recognized in OCl. Cumulative gains and
losses recognized in OCI are kept within OCI on disposal of an investment.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2,2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.3 Equity instruments (continued)

Gains and losses on equity investments at FVTPL are included in the 'Trading profits’ in line with the
statement of profit or loss.

The Group classifies its equity instruments as follows:

i. Financial assets at fair value through profit or loss: This classification includes financial
assets classified as held for trading. Financial assets at FVTPL are initially recognized and
subsequently measured at fair value based on quoted bid prices in an active market.

ii. Financial assets at fair value through OCI: Investment securities are classified as available-
for-sale financial assets in view of the fact that these are intended to be held for an indefinite
period of time, but which may be sold in response to needs for liquidity or changes in interest
rates, exchange rates or market prices. All investment securities are initially measured at
fair value plus transaction costs, if any, that were directly attributable to their acquisition.

Those investments securities classified as available-for-sale financial assets are subsequently
measured at fair value based on quoted bid prices in an active market, or be reference to a valuation
technique if the market was not active. Shares held as investments are classified as ‘Available for
Sale Investments' and these are valued at acquisition cost excluding any other ancillary costs. All
shareholding listings in each respective investee is below the 20% holding.

2.2.4 Convertible instruments

Convertible instruments, which give the holder the right to either demand repayment of the principle
amount or to write off the debt and instead convert the balance into shares, are split up recognising
both the liability and the equity components. The liability component is worked out on the basis of
the present value of the payments at the market rate of interest. Once the liability component has
been calculated, the equity component represents the difference between the cash paid and the
liability component.  This scenario applies when the market rate of interest will be higher than the
coupon rate.

2.2.5 Investment in subsidiaries and equity-accounted investees

A subsidiary is an entity that is controlled by the Group. Control is the power to govern the financial
& operating policies of an entity to obtain benefits from its activities. Investments in subsidiaries and
equity-accounted investees are initially include in the Group’s statement of financial position at cost
and subsequently at cost less any impairment loss which may have arisen. Interest in equity-
accounted investees are accounted for using the equity method at Group Level. These are initially
recognized at cost, which includes transaction costs. Subsequently the consolidated financial
statements include the Group’s share of profit or loss and other comprehensive income of equity-
accounted investees, until the date on which significant influence ceases. Dividends from the
investments are recognised in profit or loss when its right to receive the dividend is established.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.5 Investment in subsidiaries and equity-accounted investees (continued)

At the end of each reporting period, the Group reviews the carrying amount of its investments in
subsidiaries and equity-accounted investees to determine whether there is any indication of
impairment, and if such indication exists, the recoverable amount of the asset is estimated, and an
impairment loss is accounted for as explained below.

2.2.6 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is provided for on the straight-line method at rates
intended to write of the cost to its residual value over the expected useful life. The annual rates
used are as follows:

%

Computer and other office equipment 25
Computer software 25

Depreciation begins when the asset is available for use and continues until the asset is
derecognised. Depreciation charge is recognised within ‘cost of sales’ and ‘administrative expenses’
in the statement of comprehensive income.

Gains and losses on disposal of property, plant and equipment are determined by reference to their
carrying amount and are taken into account in determining operating profit. The residual values and
useful lives of the assets are reviewed and adjusted as appropriate, at each financial reporting date.
The carrying amount of an asset is written down immediately to its recoverable amount if the
carrying amount of the asset is greater than its estimated recoverable amount.

Subsequent costs are included in the carrying amount of the asset or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably.  All other repairs and
maintenance are charged to the statement of comprehensive income during the financial year in
which they are incurred. Property, plant and equipment that are temporarily idle and in course of
construction are recognized in the carrying amount of property, plant and equipment at cost within
‘Assets under construction’.

2.2.7 Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less accumulated amortisation and any
accumulated impairment losses. Internally generated intangible assets, excluding capitalized
development costs, are not capitalized and expenditure is reflected in profit and loss in the year in
which the expenditure is incurred.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.7 Intangible assets (continued)

The useful life of intangible assets is assessed to be either finite or infinite. The Group's intangible
assets consist of crypto-currencies, which are held for the Group’s own account. No amortisation is
being provided to write of the cost to its residual value, since the assets do not have a definite useful
life.

The cryptocurrencies were classified as intangible assets under IAS 38, ‘Intangible Assets’,
because:

- it is a resource controlled by an entity (that is, the entity has the power to obtain the
economic benefits that the asset will generate and to restrict the access of others to those
benefits) as a result of past events and from which future economic benefits are expected to
flow to the entity;

- it is identifiable, because it can be sold, exchanged or transferred individually;
- it is not cash or a non-monetary asset; and
- it has no physical form.

Where an indication of impairment exists, the carrying amount of the intangible asset is assessed
and written down immediately to its recoverable amount.

For the purpose of assessing impairment, assets are grouped in the lowest levels for which there
are largely independent cash inflows (cash-generating units). As a result, some assets are tested
individually for impairment and some are tested at cash-generating unit level. All individual assets or
cash-generating units are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amount by which the asset carrying amount exceeds its recoverable amount.

The recoverable amount is the greater of its fair value less costs to sell and its value in use. To
determine the value in use, management estimates expected future cashflows from each cash-
generating unit and determines a suitable discounting rate in order to calculate the present value of
those cash flows. Discount factors are determined individually for each cash-generating unit and
reflect their respective risk profiles as assessed by management. Impairment losses are recognised
immediately in the income statement. Impairments losses for cash-generating units are charged pro
rata to the assets in the cash-generating unit. All assets are subsequently reassessed for
indications that an impairment loss previously recognised may no longer exist.

An impairment loss that had been previously recognised is reversed if the cash-generating unit's
recoverable amount exceeds its carrying amount. An impairment loss is reversed only to the extent
that the asset’s camrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment loss had been previously
recognised.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.8 Provisions, contingent liabilities and contingent assets

Provisions are recognised when present obligations resulting from a past event will probably lead to
an outflow of economic resources from the Group and amounts can be estimated reliably. Timing or
amount of the outflow may still be uncertain. A present obligation arises from the presence of a legal
or constructive commitment that has resulted from past events, for example, product warranties
granted, legal disputes or onerous contracts.

Restructuring provisions are recognised only if a detailed formal plan for the restructuring has been
developed and implemented, or management has at least announced the plan's main features to
those affected by it. Provisions are not recognised for future operating losses.

Provisions are measured at the estimated expenditure required fo settle the present obligation,
based on the most reliable evidence available at the reporting date, including the risks and
uncertainties associated with the present obligation. Where there are numerous similar obligations,
the likelihood that an outflow will be required in settlement is determined by considering the
obligations’ class of obligations as a whole. Provisions are discounted to their present values, where
the time value of money is material. All provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate.

A contingent liability is (a) a possible obligation that arises from past events and whose existence
will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events
not wholly within the control of the entity; or (b} a present obligation that arises from past events but
is not recognized because: (i) it is not probable that an outflow of resources embodying economic
benefits will be required to settle the obligation; or (ii) the amount of the obligation cannot be
measured with sufficient reliability. Contingent liabilities are not recognized but are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote.

A contingent asset is a possible asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the entity. Contingent assets are not recognized. Contingent assets are
disclosed when an inflow of economic benefits is probable.

2.2.9 Cash and Cash Equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months.

2.2.10 Related Undertakings and Related Parties

The term ‘related undertakings' refers to companies having common shareholders or common
uitimate shareholders.

A party is related to an entity if, directly or indirectly through one or more intermediaries, the party

controls or in under common contro! with the entity, or has an interest in the entity which can give
significant influence on controf over the entity.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.11 Bank and Other Borrowings

Bank and other borrowings are recorded at the proceeds received. Finance charges are accounted
for on an accrual basis and are shown with accruals to the extent that they are not settled in the
period in which they arise.

2.2.12 Fair value measurement

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, its
absence, the most advantageous market to which the Group has access at the date. The fair value
of a liability reflects its non-performance risk.

Fair value conditions, including but not limited to liquidity in the market, at a specific date may and
therefore differ significantly from the amounts which will actually be received on the maturity or
settlement date. The best evidence of fair value of an instrument is a quoted price in an actively
traded market for that instrument. The determination of what constitutes an active market is
subjective and requires the collation of data and the exercise of judgement. A financial instrument is
regarded as quoted in an active market if quoted prices are readily available from an exchange,
dealer, broker, industry group, pricing service or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an arm'’s length basis.

Where it is concluded that an active market does not exist, a valuation technique is used. The latter
gives consideration of transaction prices in inactive markets, however it makes use of other
observable market data. The main assumptions and estimates which management considers when
using valuation techniques are the likelihood and expected timing of future cash flows on the
instrument and a risk premium. The valuation techniques used by the Group incorporate all factors
that market participants would consider in setting a price and are consistent with accepted
methodologies for pricing financial instruments.

The major application of fair value measurement is adopted for the valuation of Available-for-Sale
Investments disclosed in the financial statements under Non-Current Assets. In the absence of
Level 1 and Level 2 inputs, the directors have applied Level 3 inputs to value these assets.
Observable and unobservable inputs are used in this case, since there is little market activity for the
asset at measurement date. The directors developed these inputs using the best information
available in the circumstances, including the Group’s own data, taking into consideration all
information about market participants assumptions that is reasonable available.

A combination of valuation techniques were adopted taking into account the current replacement
value of the asset and available, unaudited financial data of the underlying assets.

2.213 Income taxes
Income tax expense comprises current and deferred tax. Income tax expense is recognised in the

income statement except to the extent that the tax arises from a transaction or event which is
recognised directly in equity, in which case it is recognised in equity.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.13 Income taxes (continued)

Current tax is based on the taxable profit for the year, as determined in accordance with tax laws,
and measured using tax rates, which have been enacted or substantively enacted by the balance
sheet date.

Deferred tax is accounted for using the liability method in respect of temporary differences arising
from differences between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit.

Deferred tax is not recognised for the following temporary differences: the initial recognition of
assets or liabilities in a transaction that is not a business combination and that affects neither
accounting nor taxable profit or loss, and differences relating to the investment in subsidiary to the
extent that the Group's ability to control the timing of the reversal of temporary differences and it is
probable that those temporary differences will not reverse in the foreseeable future.

Deferred tax assets for the carry-forward of unused tax losses are recognised to the extent that it is
prcbable that future taxable profit will be available against which the unused tax losses can be
utilised. Deferred tax is measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or
substantively enacted by the balance sheet date.

2.2.14 Revenue recognition

Revenue is measured at the fair value of consideration received or receivable for services rendered
in the normal course of business, net of value added tax. Revenue is recognized to the extent that it
is probabie that future economic benefits will flow to the entity and these can be measured reliably.
The Group’s revenue during the year under review relates to the sale of held-for-trading
investments, the sale of cryptocurrencies, and advisory services.

Dividend income from investments is recognised when the right to receive payment is established.
Interest income and expense is accrued on a time basis, by reference to the principal outstanding
and the effective interest rate applicable, which is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the instrument, or when appropriate, a
shorter period to that instrument's carrying amount. When calculating the effective interest rate, the
Group estimates cash flows considering all contractual terms of the instrument but not future credit
losses. The calculation includes payments or receipts that are an integral part of the effective
interest rate, transaction costs and all other discounts or premiums.

Generzally fee and commission income, is recognised as the related services are performed. Other
fee and commission expenses are expensed as the services are rendered. A contract with a
customer that results in the recognised financial instrument in the Group’s financial statements may
be partially in the scope of IFRS 9 and partially in the scope of IFRS 15. If this is the case, the Group
first applies IFRS 9 to separate and measure the part of the contract that is in the scope of IFRS 9
and then applies IFRS 15 to the residual.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES (continued)
2.2.15 Administrative expenses

Operating expenses are recognised in the profit or loss and other statement of comprehensive
income upoen utilisation of the service or at the date of their origin.

2.2.16 Finance costs

Finance expenses comprise interest on borrowings, unwinding of the discount on provisions and
impairment losses recognised on financial assets. All borrowing costs are recognised in profit or loss
using the effective interest method.

(a) Borrowing costs

Borrowing costs include interest on bank overdrafts and borrowings and finance charges on finance
leases. Borrowing costs and finance charges directly attributable to the acquisition, construction or
production of assets, which are assets that necessarily take a substantial period of time to get ready
for their intended use or sale is capitalised as part of the cost of those assets, until such time as the
assels are substantially ready for their intended use or sale. The amount of borrowing costs eligible
for capitalisation is the actual borrowing costs incurred on that borrowing during the period less any
investment income on the temporary investment of that borrowing. All other borrowing costs are
recognised as an expense in the profit or loss in the period in which they are incurred.

2.2.17 Surplus and deficits

Only surpluses that were realised at the date of the Statement of Financial Position are recognised
in these Financial Statements. All foreseeable liabilities and potential deficits arising up to the said
date are accounted for even if they become apparent between the said date and the date on which
the Financial Statements are approved.

2.2.18 Treasury Stock

The Group is allowed to repurchase common stock anytime that it is believed that the repurchase
price is below the intrinsic value. The programme continues to allow share repurchase in the open
market.

The Group can either retire the repurchased stocks or keep them as Treasury stock available for
reissuance. When sold these will be reflected as a credit for any additional cash surplus in equity.

2.2.19 Foreign currency translation

Items included in the Financial Statements are measured using the currency of the primary
economic environment in which the Group operates. These Financial Statements are presented in
Euro, which is the Group’s functional and presentation currency. Assets and liabilities in foreign
currencies are translated into Euro at the rate of exchange ruling at the balance sheet date.
Transactions in foreign currency during the period are translated into Euro at the rate of exchange
ruling on the date of the transaction. All profits and losses on exchange are dealt with through the
profit and loss account.
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2020

2.2 PRINCIPAL ACCOUNTING POLICIES AND REPORTING PROCEDURES {continued)
2.2.20 Capital management policies and procedures

The Group’s capital consists of its net assets, including working capital, presented by its retained
funds. The Group’s capital management objectives are to ensure its ability to continue as a going
concern, to maintain a positive working capital ratio, and to provide an adequate return to
shareholders. The Group uses budgets and business plans to set its strategy to optimise its use of
available funds and implement its commitments to its primary stakeholders.

2.2.21 Significant judgement in applying accounting policies and estimation uncertainty

The preparation of financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that effect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be reasonable and reliable in
the circumstances, the results of which form the basis of making the judgements about carrying
amounts of assets and liabilities that are not apparent from other sources. Actual results may differ
from these estimates. The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in which estimates is revised if
the revision affects only that period, or in the period of revision and future periods if the revision
affects both current and future periods.

The main assumptions and estimates are made in estimating the fair value of available-for-sale
financial instruments not quoted in active markets. Management is required to make certain
assumptions and estimates in arriving at an appropriate fair value, based on the application of
valuation techniques that make use of available observable market data. A change in assumptions
and estimates could affect the reported fair value of these financial instruments.

3. REVENUE

Group Group Holding Holding
2020 2019 2020 2019
€ € € €

Revenue comprises the following:
Sale of Held-For-Trading investments 2,350,167 284,486 2,350,167 284 486
Sale of cryptocurrencies and tokens - 14,622,456 - 14,622,456
Advisory services 195,000 195,000 - -

€ 2,545,167 €15,001,942 € 2,350,167 € 14,806,942
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

4. FINANCE COSTS

Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Bank interest and charges 451,860 177,234 451,675 176,923
Other interest on loans 214,904 38,259 214,904 38,259
Realised loss on exchange - 19,129 - 19,129
€ 666,764 € 234,622 € 666,579 € 234,311
5. PROFIT FOR THE YEAR BEFORE TAX
Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Profit for the year before tax is stated after charging:
Total remuneration payable to the external auditors:
- The audit of the financial
statements 14,850 12,950 13,650 8,500
- Other non-assurance
services 3,987 1,735 3,732 1,330
€ 18,837 € 14,685 €17,382 €9,830
Directors’' emoluments:
- Non-executive director 12,000 18,000 12,000 18,000
- Director’'s salary as part-
time employee 60,000 - 60,000 -
€ 72,000 € 18,000 €72,000 € 18,000
Compensation to other key management personnel is analysed as follows:
Group Group Holding Holding
2020 2019 2020 2019
- Remuneration as full-time
employee € 167,079 € 126,568 € 158,611 € 122,446
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CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020
6. EMPLOYEE COMPENSATION AND BENEFITS

Group Group Holding Holding
2020 2019 2020 2019
Salaries, including directors’ remuneration:
Wages and salaries € 227,079 € 126,568 € 218,611 €122,446
Managerial and administration 2 1 2 1
Average number of employees —
Full time equivalents: 2 1 2 1
7. EARNINGS PER SHARE
Group Group Holding Holding
2020 2019 2020 2019
Earnings per share €87.73 € 13.51 € 87.69 € 13.47

The earnings per share have been calculated on the net profit of the Group, as shown in statement
of profit and loss, divided by the average number of shares in issue.

Earnings per share of the Group was calculated on the profit attributable to shareholders of the
Group of € 239,730,194 (2019: € 36,920,544), divided by average number of shares for the year

ended 31 December 2020 of 2,732,500 (2019: 2,732,500).

Earnings per share of the Holding Company was calculated on the profit attributable to shareholders
of the Company of € 239,613,619 (2019: € 36,805,744), divided by average number of shares for
the year ended 31 December 2020 of 2,732,500 (2019: 2,732,500).

8. TAXATION
Group Group Holding Holding
2020 2019 2020 2019
€ € € €

Comprising:

Deferred taxation (369,694) 719,759 (369,694) 719,759
Current taxation 63,133 76,118 - 13,940
€ 306,561 € 795,877 € (369,694) € 733,669

The tax effect at the applicable tax rate on the accounting result and the tax charge for the year are

reconciled as follows:
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For the year ended 31 December 2020

8. TAXATION (continued)

Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Profit before taxation 9,953,749 2,267,078 9,774,041 2,090,100
Tax at the applicable rate of 35% 3,483,812 793,477 3,420,914 731,535
Tax effect on disallowed expenses 5,285 2,400 5,050 2,164
Tax effect on fair value adjustments {749,658} - (749,658) -
Tax effect on income subject to
participation exemption (3,046,000) - (3,046,000) -
€ (306,561) €795,877  €(369,694) € 733,669
9. INTANGIBLE ASSETS
Group Group Holding Holding
2020 2019 2020 2019
Crypto-currencies:
Additions during the year € - €1,056,380 € -  €1,056,380
10. PLANT AND EQUIPMENT - Group
Computer and other Computer
office equipment software Total
€ € €
Cost
At 1 January 2020 1,904 21,420 23,324
Additions 2,868 25,000 27,868
At 31 December 2020 4,772 46,420 51,192
Depreciation
At 1 January 2020 802 13,706 14,508
Charge for the year 1,193 15,103 16,296
At 31 December 2020 1,995 28,809 30,804
Net Book Value
At 31 December 2020 €2,777 €17,611 € 20,388
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2020

10. PROPERTY, PLANT AND EQUIPMENT - Group {(continued)

Cost
At 1 January 2019
Additions

At 31 December 2019
Depreciation

At 1 January 2019
Charge for the year
At 31 December 2019

Net Book Value
At 31 December 2019

PROPERTY, PLANT AND EQUIPMENT - Holding

COST

At 1 January and 31 December 2020

Additions

At 31 December 2020
DEPRECIATION

At 1 January 2020
Charge for the year
At 31 December 2020

NET BOOK VALUE
At 31 December 2020

Computer and other Computer Total
office equipment software

€ € €

1,303 21,420 22,723

601 - 601

1,904 21,420 23,324

326 6,853 7,179

476 6,853 7,329

802 13,706 14,508

€1,102 € 7,714 €8,816

Computer and other Computer Total
office equipment software

€ € €

1,303 18,725 20,028

2,868 25,000 27,868

4,171 43,725 47,896

652 12,358 13,010

1,043 14,429 16,472

1,695 26,787 28,482

€ 2,476 €16,938 €19,414
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For the year ended 31 December 2020

10. PROPERTY, PLANT AND EQUIPMENT - Holding (continued)

Computer and other Computer Total
office equipment software
€ € €
COST
At 1 January and 31 December 2019 1,303 18,725 20,028
DEPRECIATION
At 1 January 2019 326 6,179 6,505
Charge for the year 326 6,179 6,505
At 31 December 2019 652 12,358 13,010
NET BOOK VALUE
At 31 December 2019 € 651 € 6,367 €7,018
11. INVESTMENT IN SUBSIDIARIES — Holding Company
2020 2019
€ €
Cost
As at 1 January 240 480
(Disposals) during the year - (240)
As at 31 December € 240 € 240
As at 31 December 2020, the Group held the following equity interest:
Subsidiary and its Number, class & nominal Percentage of issued
registered office value of shares held shares held
Cryptology Advisory Limited 1,199 ordinary ‘A’ shares of 99.9%
Beatrice, 66 & 67, €1 each, 20% paid-up
Amery Street,
Sliema, SLM 1707
Malta

The financial statements of Cryptology Advisory Limited prepared using the IFRSs as adopted by
the EU and have been audited in accordance with International Standards on Auditing. A clean

audit opinion has been issued in respect of these financial statements.

The share capital and reserves of Cryptology Advisory Limited at the balance sheet date stood as

follows:
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11. INVESTMENT IN SUBSIDIARIES - Holding Company (continued)

Ordinary share capital
Retained earnings

12. DEFERRED TAXATION

At 1 January Recognised in

2020 2019

€ €

240 240
266,007 149,432

€ 266,247 € 149,672

At 31 December

2020 profit or loss 2020
Unutilised tax losses - € 369,694 € 369,694
13. AVAILABLE-FOR-SALE INVESTMENTS
Quoted equity and other non-fixed income instruments measured at FVOCI:
Group Group Holding Holding
2020 2019 2020 2019
€ € € €
AFS Investments:
Opening balance 38,266,375 - 38,266,375 -
Additions {at cost) 10,647,411 6,883,355 10,647,411 6,883,355
Disposals (3,937,899) - (3,937,899) -
Reclassification to HFT investments (168,118) - (168,118) -
Fair Value Movements (Note a) 139,653,275 31,383,020 139,653,275 31,383,020
184,461,044 38,266,375 184,461,044 38,266,375
Unquoted equity and other non-fixed income instruments measured at FYOCI:
AFS Investments:
Opening balance 34,798,075 29,741,752 34,798,075 29,741,752
Additions (at cost) 10,846,133 1,000,000 10,846,133 1,000,000
Disposals - (10,000) - (10,000)
Unrealized gain on exchange (1,597,264) 298,904 (1,597,264) 298,904
Fair Value Movements (Note a) 91,413,873 3,767,419 91,413,873 3,767,419
135,460,817 34,798,075 135,460,817 34,798,075

28



CRYPTOLOGY ASSET GROUP P.L.C.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the year 31 December 2020

13. AVAILABLE-FOR-SALE INVESTMENTS (continued)

Group Group Holding Holding
2020 2019 2020 2019
€ € € €

Asset-Managed Investment (Note b):
Opening balance 6,869,076 6,732,078 6,869,076 6,732,078
Unrealized gain on exchange (562,362) 136,998 (562,362) 136,998

6,306,714 6,869,076 6,306,714 6,869,076

Total Available-for-Sale investments € 326,228,675 €79,933,526 € 326,228,575 € 79,033,526

Notes:
(a) Fair Value Movements

The fair value basis measurement of quoted investments has been determined on the basis of Level
1 inputs, being the quoted prices in active markets for identical assets and liabilities that the entity
can access at the measurement date.

The fair value basis measurement of AFS Investments has been determined on the basis of Level 3
criteria. The investment group classification method has been used whereby assets were sub-
divided between classifications of sub-groups and analysed on basis of observable and
unobservable market data. Management is required to use its own assumptions regarding
unobservable inputs because there is little market activity and is unable to corroborate the related
observable inputs. Unobservable inputs require management to make certain projections about the
information that would be used by market participants in valuing assets or liabilities.

The basis has been derived by analyzing the underlying assets in the investee companies through a
combination of valuation techniques. In applying the valuation technique, management also adopted
other criteria to factor market changes in the underlying assets and other sensitive market variations
in the valuation. The data sensitivity analysis was carried out from unaudited sources but was
independently extracted from information provided by third parties and management
representations. Other observable market information was obtained and the valuation technique
models were compared to other observable market information as follows:

i. Share prices of other share transfers effected subsequent to the Group’s acquisition of
shares, representing the price buyers in the market are willing to pay for the shares in
investee companies;

ii. Shareholders’ reports prepared by Management confirming the price the investee company
is willing to offer for the investment. These represent price indicators to investors from
valuation techniques performed by Management;

iii. Share buy-backs by the investee companies offering existing holders the option to sell the
shares; and
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13. AVAILABLE-FOR-SALE INVESTMENTS {continued)
{a) Fair Value Movements (continued)
iv. Net Asset Value techniques on investee companies arriving at the share base.

On this basis, valuation techniques were carried out on the financials of the investee companies and
data inputs were affected to consider future cashflows and other market available information. In
determining the fair value, we analysed the underlying assets, and impairment tests were provided
on the sub-classifications of assets to take into account the inherent variations and volatility of the
balances.

In carrying out the above analysis we determined the Net Asset Value and compared to observable
inputs disclosed above, including share prices for other share transfers effected. This could only be
applied if the observable market data and share prices for similar investors investing in the same
investee companies could be substantiated to underlying company valuations and future company
potential.

The fair value movements included in the quoted AFS investments amounted to € 139,653,275.
The fair value movements included in the unquoted AFS investments of € 91,413,873. The net total
increase of € 231,067,148 is reflected in Other Comprehensive Income. The Company shall be
consistent in applying such valuation methods from one period to the next. Quantitative and
qualitative information about unobservable inputs and assumptions are also used.

{b) Assets offered as Collateral

Included within quoted AFS investments, there are 350,000 shares to the value of € 26,950,000 at
year end, which are being collateralized in favour of a related party. Interest of 5% per annum is
being charged on the amounts being offered as collateral. During April 2021, all the pledged shares
were returned, and the collateral has been released.

(c) Asset-Managed Investment

The Asset-Managed Investment as disclosed in the AFS investments is represented by a
corresponding exchangeable note inciuded within non-current liabilities under Note 18 to the
financial statements to the equivalent amount.

The fair value of the Asset-Managed Investment was calculated solely for the scope of determining
a potential future unrealized gain, using the same valuation techniques applied for the other AFS
investments held by the Company. The exchangeable note can be exercised within a period of five
years against the Asset-Managed Investment.

Upon the exercise of the exchangeable note, a gain may crystallize to the Company based on the
fair value increases of the Asset-Managed Investment on the date of the transfer. At year end,
should the exchangeable note had been executed, unrealized net gains of € 1,715,697 would have
been materialized based on the fair value determination of the investment. Any decreases in the fair
value of the Asset-Managed Investment will not impact negatively on the Company's financials. The
Exchangeable Note was exercised in March 2021.
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14. HELD-FOR-TRADING INVESTMENTS

Financial assets designated at FVTPL consist of the following equity instruments:

Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Quoted equily investments
Opening balance - 188,233 - 188,233
Net movements for the year 168,118 (188,233) 168,118 (188,233)
Increase in fair value of investments 2,141,882 - 2,141,882 -
Total quoted held-for-trading investments € 2,310,000 € - €2,310,000 € -
15. TRADE AND OTHER RECEIVABLES
Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Amounts falling due after more than one year:
Convertible Note (note) € 306,154 € 5,000,000 € 396,154 € 5,000,000
Amounts falling due within one year:
Loan advances to related party (note b) 200,000 - 200,000 -
Amounts due from related parties 281 531 - -
VAT recoverable 5,033 5,809 5,033 5,609
Prepayments and accrued income 209,945 55,078 299,028 54,578
€ 505,259 €61,508 €504,061 € 60,187

Notes:

(a) The convertible note of 2020 bears interest at the rate of 2% per annum. The issuer grants each
noteholder the right to convert each Note, in whole, but not in part, at any time during the
Conversion period, with the final maturity date being set at 30 April 2023.

The convertible note of 2019 bears interest at the rate of 5 % per annum. The issuer grants each
noteholder the right to convert each Note, in whole, but not in part, at any time during the
Conversion period, with the final maturity date being set at 31 October 2024. The note was
exercised, and share conversions were effected during 2020.

{b) Loan advances to related party bear interest at the rate of 10% per annum, are unsecured and

are repayable within one year.
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16. SHARE CAPITAL AND RESERVES - Holding Company

(a) Share Capital

2020 2019
Authorised
2,900,000 (2018: 2,650,000} Ordinary shares of € 1 each € 2,900,000 € 2,900,000
Issued, allotted and 100% paid up
2,732,500 (2019: 2,650,000) Ordinary shares of € 1 each 2,732,500 2,650,000
Issue of shares - 82,500
2,732,500 Ordinary shares of € 1 each € 2,732,500 € 2,732,500
(b) Share Premium
Share premium (note) € 23,862,113 € 23,862,113

Note:

Share premium represents the excess paid by the shareholders over the nominal value of the
shares, being € 1 per share.

(c) Treasury stock

Movements for the year (note) € 31,491 € )

Note:

During an Extra-Ordinary General Meeting held on 4™ August 2020, the members present resolved
to acquire , in its own name, the Company's shares subject to the following conditions:

- Maximum quantity of shares shall not exceed 10% of the issued shares;
- Authority to acquire own shares shall be valid for 18 months; and
- Maximum price to buy-back the shares shall not exceed €80 per share.

As at 31%' December 2020, the Company had acquired a total of 31,491 own shares at a price of
€ 1,669,123. An amount of € 1,637,632, representing the excess above par value, was reflected
against retained earnings.

(d) Retained earnings

Retained earnings represent the accumulated operating profits after taxation after adjusting for other

comprehensive income, resulting in total retained earnings of € 282,033,410 (2019- € 43,940,848) at
year end. This primarily comprises the profit attributable to equity holders.
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17. NON-CURRENT LIABILITIES

Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Bank loan advances {(note a) 1,490,015 - 1,490,015 -

Loan advances from third party
(note b) 6,250,860 6,250,860 6,250,860 6,250,860
€7,740,875 €6,250,860 €7,740,875 € 6,250,860

Notes:

(a) The bank loan of € 1.5 Million has been granted for the purchase of securities. It bears interest
on the basis of the three-month Euribor plus 2% per annum, subject to a minimum interest rate
per annum of 2.25%. The loan is repayable by 30 December 2023.

{b) Loan advances from third party consist of a financial liability resulting from the purchase of AFS
investments. The loan is payable upon resale of the shares, but for no longer than 15 March
2029, and bears interest at the rate of 0.65% per annum. The Company is also permitted to
transfer back all shares which are not paid, until the final repayment date.

18. TRADE AND OTHER PAYABLES

Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Bank overdrafts (note a) 6,720,329 2,209,797 6,720,329 2,209,797
Amounts payable to subsidiary
undertakings {note b) - - 352,684 249,496
Loan advances from third party
(note ¢) 200,000 - 200,000 -
Exchangeable note (note d) 6,306,713 6,869,076 6,306,713 6,869,076
Trade creditors 45,447 11,385 45,447 11,385
Wages payable - 18,432 - -
Taxation (note e) 125,311 95,261 - 13,940
Accruals 150,649 74,065 140,077 63,445
€13,548,449 €9,278,016 €13,765250 €9,417,139
Notes:

{a) Bank overdrafts represent short-term facilities with Baader Bank and Raiffeisen Bank provided
for the purchase of AFS investments. These are pledged over the said investments held by the

Group.

(b} Amounts payable to the subsidiary undertakings are unsecured, interest free and are repayable

on demand.
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18. TRADE AND OTHER PAYABLES (continued)

(c) Loan advances from third party bear interest at the rate of 7% per annum and are repayable

within one year.

(d) The Exchangeable note consists of an instrument which is exercisable against Asset-Managed
Investments included within the AFS investments held by the Company, disclosed in Note 13
(b). This instrument is exercisable within a five-year period. The note has been exercised in

March 2021.
(e) Taxation Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Opening balance 95,261 19,143 13,940 -
Tax charge for the year 63,133 76,118 - 13,940
Settlement tax paid (33,083) - (13,940) -
€ 125,311 € 95,261 € - € 13,940
19. NOTES TO THE CASH FLOW STATEMENT
(a) Cash {used in)/ generated from operations
Group Group Holding Holding
2020 2019 2020 2019
€ € € €
Profit before taxation 9,953,749 2,267,078 9,774,041 2,090,100
Adjustment for:
Depreciation 16,296 7,329 15,472 6,505
Interest receivable (348,714) (59,990) (348,714) (59,983)
Interest payable 479,003 175,327 478,818 175,016
Fair value movements in HFT
investments (2,141,882) - (2,141,882) -
Profit on disposal of AFS
investments {8,702,857) - (8,702,857) -
Impairment loss on intangibles 189,665 - 189,665 -
Loss on disposal of intangibles 38,790 - 38,790 -
Operating (loss)/ profit (515,950) 2,389,744 (696,667) 2,211,638
Movement in HFT investments (168,118) 188,233 (168,118) 188,233
Movement in receivables (4,837) 29,446 {4,960) (2563)
Movement in payables 47,567 89,907 169,235 (291,380)
Cash {used in) / generated from
operating activities € (641,338) € 2,697,330 €(700,510) €2,108,238
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19. NOTES TO THE CASH FLOW STATEMENT (continued)
{b) Cash and cash equivalents

Cash and cash equivalents consist of balance with banks. Cash and cash equivalents included in the
statement of cashflows and the statement of financial position comprise the following amounts:

Group Group Holding Holding

2020 2019 2020 2019

€ € € €

Cash at bank 55,786 4,057 13,443 1,608
Bank overdraft (6,720,329} (2,209,797) (6,720,329) (2,209,797}

€(6,664,543)  €(2,205740) €(6,706,886) € (2,208,189)

20. RELATED PARTY DISCLLOSURES
(a) Balances

Amount due from and to related undertakings are disclosed in notes 15 and 18 to the financial
statements.

{b) Transactions

During the year under review, the Group carried out transactions, in its normal course of the business
and on an arm’s length basis, with the following related undertakings:

Name of entity Nature of relationship
Apeiron Investment Group Limited Majority Shareholder
Apeiron 101 Ltd Related Undertaking
Apeiron Advisory Limited Related Undertaking
PreSight Capital Limited Related Undertaking
Grey Study Capital Gmbh Related Undertaking

The foliowing was the only transaction carried out by the Group with related undertakings having
significant control:

2020 2019
€ €
Transactions with majority shareholder:
Recharge of administrative and finance costs from shareholder 588,951 496,150
Purchase of AFS investments from shareholder 4,135,583 -
Transactions with related undertakings:
Recharge of administrative costs from related undertakings 504 16,896
Direct costs charged by related undertakings - 527,158
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20. RELATED PARTY DISCLOSURES {continued)
(b) Majority Shareholder and Ultimate Beneficiary Owner

The maijority shareholder of the company is Apeiron Investment Group Limited, holding 47.58 %
(2019: 49.41%) of total shareholding, with the remaining shareholding being held by various other
members, with a percentage holding of less than 20% each.

Apeiron Investment Group Limited is a company registered in Malta, with its registered address at
66 & 67, Beatrice, Amery Street, Sliema, SLM 1707, Malta.

The ultimate beneficial owner of Apeiron Investment Group Limited is Mr. Christian Berthold
Angermayer, a German National with Passport Number C4YMOOZWL.

21. FINANCIAL RISK MANAGEMENT

By their nature, the Group’s activities are principally related to the use of financial instruments. The
main activity of the Group is to invest in blockchain-model companies. During the year under review
the company did not trade directly in crypto-currencies. It is established knowledge that the activities
will potentially expose it to a variety of risks, including credit risk, liquidity risk, market risk and
currency risk.

The Group's risk management is coordinated by the managing Director and the Advisory Board and
focuses on actively securing the Group’s short to medium term cash flow by minimising exposure to
financial risks. The Group's aim is to disclose possible relevant information to enable users of the
Financial Statements to evaluate the nature, extent and precautions taken of risks arising from
financial instruments to which the Group is exposed at the end of the financial period.

21.1 Creditrisk

This represents the risk of loss of principal or loss of interest to be earned from a borrower’s failure
in repaying debts or else failure to meet contractual obligations. The credit risk arises every time the
Group may want to use future cash flows through the payment of current obligation. In this scenario,
the credit risk may be either on the borrower, where an obligation to repay both the principal and the
interest accrue in favour of the lender, or to the investor who has placed funds in securities or
loaned money where a foreseeable repayment of debt and interest thereon is contemplated.

Credit risk may aiso be related to an investment's return where yields on bonds correspond to their

supposed credit risk. The Group’s exposure to credit risk related to the carrying amount of the
current financial assets, recognised at the end of the reporting period, as summarised below:
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21. FINANCIAL RISK MANAGEMENT (continued)

Notes 2020 2019
€ €

Class of financial assets — carrying amounts;
Held-for-trading investments 14 2,310,000 -
Trade and other receivables 15 505,259 61,508
Cash and cash equivalents 19 (b) 55,786 4,057
2,871,045 65,565

During the year under review, the Company, or any of its subsidiaries, held non-cash current assets
that were not subject to any risk for liquidating them. All traded financial assets and accounts
receivables will be eventuaily liquidated in 2021, hence resulting in no provisions for losses during
the reporting period.

Furthermore, the Group continuously monitors defaults of counterparties, identified either
individually or by group, and incorporates this information into its credit risk controls. The Group's
policy is to deal with only creditworthy counterparties.

The Group considers that the above financial assets that are not impaired for each of the reporting
dates under review are of good credit quality, including those that are past due.

The credit risk for Cash and Cash Equivalents is considered negligible, since the counterparties are
reputable banks with high quality external credit ratings.

Exposure to Credit risk on FVTOCI securities

The Group assesses whether financial instruments have experienced a significance increase in
credit risk since initial recognition. When determining whether the risk of default on a financial
instrument has increased significantly, the Group considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and
qualitative information and analysis, based on the shareholder's historical experience and due
diligence and KYC procedures affected on the investee companies. The objective of the
assessment is to identify whether a significant increase in credit risk has cccurred for an exposure
by comparing:

- The remaining lifetime probability of default as at reporting date; with

- The remaining lifetime probability of default for this point in time that was estimated at the
time of initial recognition of the exposure.
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21. FINANCIAL RISK MANAGEMENT (continued)
21.2 Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments
associated with financial instruments. Liquidity risk may result from an inability to sell a financial
asset quickly at close to its fair value.

This is an important measure to take cognisance since any assets held by the Group should be
saleable when contemplating in generating immediate cash requirements.

In this scenario, the Group does take note of the fact that the market may be illiquid, hence the
liquidity risk factor, or quite liquid, hence the financial asset held by the Group will increase in value
as there will be no potential capital loss in sight.

At 31 December 2020, the company’s financial liabilities have contractual maturities which are
summarised below:

Current Non-Current
Due within one Due between
Note year two to five years
€ €

Financial liabilities:
Interest bearing loans and borrowings 18 6,720,329 1,490,015
Trade and other payables 18/17 6,702,809 6,250,860

€ 13,423,138 €7,740,875

In relation to financial liabilities falling due within two to five years, these consist of a loan to a third
party, which was attained in order to purchase equity investments, and for which the Company has
an option to repay back through the transfer of the same shares, thus having no impact on its
liquidity risk.

The current trade and other payables include Exchangeable Note supported by AFS investments,
which was exercised in March 2021. The AFS investments will be transferred in compensation for

the financial obligation.

The Group is also confident that it will be in a good position to honour its obligations with the bank,
through the sale of some of its AFS investments or through leveraging with other bankers.
Furthermore, the Group has support of its related parties. In this respect, the Group did not require
immediate cash to execute its activity, hence the liquidity risk was minimal, if at all. Any new
investment projects shall be financed in new cash-rounds through fresh capital from new and/or
existing members.
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