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STSS (Malta) Limited

Directors’ report
For the year ended 31 December 2022

Accounts

The directors present their report and audited financial statements for the year ended 31 December 2022.

Principal activity

STSS (Malta) Limited is a digital assets issuing entity and the participant of STASIS ecosystem. The aim of
the Company is to develop the legal gateway between traditional and digital markets.

Results

The results for the period are stated on page 3

Dividends

During the period the company paid no dividends. (2021: 0.00)

Events after the Reporting Period

In June 2023, the Malta Financial Services Authority (MFSA) will approve the Whitepaper for an Electronic
Money Institution (EMI) license. This approval will come into force upon the implementation of the Markets
in Crypto-Assets (MiCA) regulations.

Bankers

Finductive

Level 2C,

Centris Business Gateway Il

Triq is-Salib tal-Imriehel, Zone 3

Central Business District

Birkirkara, CBD 3020, Malta

Industra

Elizabetes iela 57

Riga, LV-1050, Latvia

Directors

The director of the company is:

Greg Klumov

Under the provisions of the company’s Memorandum and Articles of Association, the present director
continues in office.

By order of the Board

Greg Klumov
Director

Portomaso Tower Annex
Level 7, Vjal Portomaso
St Julians STJ 4011
Malta

15 May 2024



STSS (Malta) Limited

Statement of directors’ responsibilities

The Companies Act,1995 (Cap. 386 of the Laws of Malta) 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 profit or loss for the financial year.

In preparing the financial statements, the directors should:

e adopt the going concern basis unless it is inappropriate to presume that the company will
continue in the business;

e select suitable accounting policies and apply them consistently;

e make judgements and estimates that are reasonable and prudent;

e account for income and charges relating to the accounting period on the accruals basis;

¢ value separately the components of asset and liability items; and

e report comparative figures corresponding to those of the preceding accounting period.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enable the directors to ensure that the
financial statements comply with the Companies Act, 1995 (Cap 386).

This responsibility includes designing, implementing and maintaining such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error.

The directors are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

£

Greg Klumov
Director




STSS (Malta) Limited

Statement of comprehensive income
For the year ended 31 December 2022

2022 2021
Notes EUR EUR
Revenue 5 - 1,000
Administrative expenses 6 (58,969) (40,288)
Finance income 7 3,082 91,233
Finance costs 7 (9,286) (6,127)
Profit/(loss) before taxation (65,173) 45,818
Taxation 8 (16,321)
Profit/(loss) after tax (65,173) 29,497

The notes on pages 7 to 20 form part of the financial statements. Audit report page 21 to 23.



STSS (Malta) Limited

Statement of financial position
As at 31 December 2022

2022 2021

Notes EUR EUR
ASSETS
Non-current assets
Property, plants and equipment - 1,621
Prepayments for intangible assets 19,219 20,243
Intangible assets 9 2,282 3,497
Total non-current assets 21,501 25,361
Current Assets
Trade and other receivables 10 13,666 91,233
Cash and cash equivalents 11 52,279,747 99,422,231
Total current assets 52,293,413 99,513,464
Total assets 52,314,914 99,538,825
EQUITY AND LIABILITIES
Capital and reserves
Share capital 12 50,000 50,000
Retained Earnings 13 (35,676) 29,497
Funds for EURS emission 14 51,998,347 99,157,650
Total equity 52,012,671 99,237,147
Current Liabilities
Tax payable 15,856 174,625
Trade and other payables 15 126,387 127,053
Total current liabilities 142,243 301,678
Non-Current Liabilities
Trade and other payables 15 160,000
Total equity and liabilities 52,314,914 99,538,825

These financial statements were approved by the Board of directors on 15t May 2024 and signed on its
behalf by:

Greg Klumov
Director
The notes on pages 7 to 20 form part of the financial statements. Audit report page 21 to 23.



STSS (Malta) Limited

Statement of cash flows
For the year ended 31 December 2022

Cash flows from operating activities

Operating profit/(loss)

Movement in working capital

Depreciation/ Amortisation

Accrued Income tax

Decrease in Prepayments for intangible assets
Trade and other receivables

Trade and other payables

Cash flows from operations

Tax paid

Net cash generated from/(used in) operating activities
Cash flows from investing activities

Payment for intangible assets

Net cash used in investing activities

Cash flows from financing activities
Funds (paid) / received for EURS emission

Net cash generated from/(used in) financing activities

Net movement in cash and cash equivalents

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of period

The notes on pages 7 to 20 form part of the financial statements. Audit report page 21 to 23.

Note

11

2022 2021
EUR EUR

(65 173) 45 818
3860 2 599
- (16 321)

- 8 447

77 568 387 090
565 (195 637)

16 820 231 996

16 820 231 996

(2 653)

(2 653)

(47 159 303) 67 178 443
(47 159 303) 67 178 443
(47 142 483) 67 407 786
99 422 230 32 014 444
52 279 747 99 422 230




STSS (Malta) Limited

Statement of changes in equity
For the year ended 31 December 2022

At 1 January 2021

Comprehensive income
Profit for the year

Transactions with owners
Registration of allotment
Capital contribution
Dividend distribution

EURS token emission
Funds received for the year

At 31 December 2021

Comprehensive income
Profit/ (Loss) for the year

Transactions with owners
Capital contribution
Dividend distribution

EURS token emission
Funds paid for the year

At 31 December 2022

The notes on pages 7 to 20 form part of the financial statements.

Funds
received for
Share Capital EURS Retained
capital contribution emission earnings Total
EUR EUR EUR EUR EUR
1,200 48,800 31,979,207 - 32,029,207
- - - 29,497 29,497
48,800 - 48,800

- - 67,178,443 67,178,443

50,000 - 99,157,650 29,497 99,237,147
- - (65,173) (65,173)
- - (47,159,303) - (47,159,303)

50,000 - 51,998,347 (35,676) 52,012,671

Audit report page 21 to 23.



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

1.

Basis of preparation and details of operations

The principal accounting policies adopted in the preparation of the financial statements are set out
in note 2. The policies have been consistently applied to all the years presented, unless otherwise
stated.

The financial statements are presented in EUR, which is also the Company’s functional currency.

These financial statements have been prepared in accordance with International Financial Reporting
Standards and International Accounting Standards as issued by the International Accounting
Standards Board (IASB) and Interpretations and as adopted by EU (collectively IFRSs).

The preparation of financial statements in compliance with adopted IFRS requires the use of certain
critical accounting estimates. It also requires Company’s management to exercise judgment in
applying the Company's accounting policies. The areas where significant judgments and estimates
have been made in preparing the financial statements and their effect are disclosed in note 3.

STSS (Malta) Limited is a digital assets issuing entity and the participant of STASIS ecosystem. The
aim of the Company is to develop the legal gateway between traditional and digital markets.

EURS is the pilot project of the company. EURS is a “stablecoin”: virtual financial asset designed to
digitally mirror the euro. It is fully convertible to its traditional equivalent on a 1:1 basis. Its concept
was designed with assistance of global legal firms from Europe and Hong Kong and received
recognition from Maltese government.

The company understand the possible consequences for the future of stablecoins, included in the
Joint Statements by the European Council and the European Commission (dated 05/12/2019) but
still consider EURS as a legal instrument. This position could be changed in the future if and when
more detailed legislation is issued in EU.

EURS is fully exchangeable to traditional currency with Stasis ecosystem and backed by reserves.
STASIS has a transparent and regulatory compliant network of partners that fully integrates the
process of transferring capital on- and off-chain.

The business mission of the Company is to provide clients a full pack of services that solve massive
issues they face today: a need for a legal gateway to digital assets market, excessive volatility of
cryptocurrencies, and a weak risk management infrastructure.

The EURS target audience captures all cryptocurrency participants. The tokenholders are
categorized into two wide groups: market intermediaries and investors. Market intermediaries —
banks, exchanges, OTCs, payment systems — provide infrastructure solutions and liquidity services
to investors.

STSS (Malta) Limited only deals with liquidity providers and institutional investors, utilizing B2B-
type of business scheme. Every entity that deals directly with the Company has to pass the internal
KYC/AML procedures.

Significant accounting policies

STSS (Malta) Limited has applied the same accounting policies and methods of computation in its
financial statements in accordance with standards were in force in the year 2017, except for those
that relate to new standards and interpretations effective for the first time for periods beginning
on (or after) 1 January 2022 and adopted first time in these annual financial statements.



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

Changes in accounting policies
a) New standards, interpretations and amendments effective from 1 January 2022

The following new standards, amendments and interpretations are effective for the first time in
these financial statements, but none have had a material effect on the company:

Issued on | Effective from
Amendments to IFRS 3, IAS 16, IAS 37 and Annual 14/05/2020 01/01/2022
Improvements 2018-2020
Amendments to IFRS 16: COVID-19-Related Rent Concessions 31/03/2021 01/04/2021
beyond 30/06/2021

The applications of these new standards and amendments have had no impact on the disclosures
or amounts recognized in the company’s financial statements.

b) New standards, interpretations and amendments as adopted by EU but not yet effective
The following new standards, interpretations and amendments, which have not been applied in

these financial statements, will or may have an effect on the company’s future financial
statements:

Issued on | Effective from
Amendments to IAS 1: Disclosure of Accounting Policies 12/02/2021 01/01/2023
Amendments to IAS 8: Definition of Accounting Estimates 12/02/2021 01/01/2023
Amendments to IAS 12: Assets and Liabilities arising from a | 07/05/2021 01/01/2023
Single Transaction
IFRS 17 Insurance Contracts, including amendments 18/05/2017 01/01/2023
Amendments to IFRS 17: Initial Application of IFRS 17 and IFRS | 09/12/2021 01/01/2023
9 - Comparative Information

¢) New standards, interpretations and amendments issued by IASB but not yet adopted by EU

Issued on | Effective from
Amendments to IAS 1: Classification of Liabilities as Current 23/01/2020 01/01/2024
or Non-current, Non-current Liabilities with Covenants
Amendments to IFRS 16 Leases: Lease Liability in a Sale and 22/09/2022 01/01/2024
Leaseback
Amendments to IAS 12: International Tax Reform — Pillar Two 23/05/2023 01/01/2023
Model Rules
Amendments to IAS 7 and IFRS 7: Supplier Finance 25/05/2023 01/01/2024
Arrangements
Amendments to IAS 21: Lack of Exchangeability 15/08/2023 01/01/2025

The company has not early adopted all these revisions to the requirements of IFRSs and the
company’s management is of the opinion that there are no requirements that will have a possible
significant impact on the company’s financial statements in the period of initial application.

d) New standards, interpretations and amendments issued by IASB but not adopted by EU

- IFRS 14 Regulatory Deferral Accounts (issued on 30/01/2014, effective from the year beginning
01/01/2016) - European Commission has decided not to endorse the standard

- Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between Investor and its
Associate or Joint Venture (issued on 11/09/2014, effective from the year beginning
01/01/2016) - postponed indefinitely by European Commission



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

2.1.

2.2.

2.3.

Revenue recognition

Revenue in respect of service arrangements is recognised in the accounting period in which the
services are rendered provided the amount of revenue can be measured reliably and it is probable
that the company will receive any consideration. The majority of the Company’s revenue is to be
recognised from the transaction and subscription fees. The performance obligations are straight
forward and transaction price is fixed in the contracts. The revenue for the previous year was
made up of the change in value in stable coin during the sale period. No revenue for current year.

Interest income is recognised on an accruals basis.

Foreign currencies

The financial information of the company are presented in its functional currency, the Euro (€),
being the currency of the primary economic environment in which the company operates.

Transactions entered into by the Company in a currency other than the currency of the primary
economic environment in which it operates ("functional currency") are recorded at the rates ruling
when the transactions occur. Foreign currency monetary assets and liabilities are translated at
the rates ruling at the reporting date. Exchange differences arising on the retranslation of
unsettled monetary assets and liabilities are recognised immediately in profit or loss, except for
foreign currency borrowings qualifying as a hedge of a net investment in a foreign operation, in
which case exchange differences are recognised in other comprehensive income and accumulated
in the foreign exchange reserve along with the exchange differences arising on the retranslation
of the foreign operation.

Financial assets

The company classifies its financial assets into one of the categories discussed below, depending
on the purpose for which the asset was acquired.

Fair value through profit or loss

The company does not have any assets held for trading nor does it voluntarily classify any financial
assets as being at fair value through profit or loss.

Amortised cost

These assets arise principally from the provision of goods and services to customers (eg trade
receivables), but also incorporate other types of financial assets where the objective is to hold
these assets in order to collect contractual cash flows and the contractual cash flows are solely
payments of principal and interest. They are initially recognised at fair value plus transaction
costs that are directly attributable to their acquisition or issue and are subsequently carried at
amortised cost using the effective interest rate method, less provision for impairment.

Impairment provisions for current and non-current trade receivables are recognised based on the
simplified approach within IFRS 9 using a provision matrix in the determination of the lifetime
expected credit losses. No provision is recognised in the current period under review.

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short term
highly liquid investments with original maturities of three months or less, and - for the purpose of



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

the statement of cash flows — bank overdrafts. Bank overdrafts are shown within loans and
borrowings in current liabilities on the statement of financial position.

Fair value through other comprehensive income

The strategic investments in listed and unlisted entities which are not accounted for as
subsidiaries, associates or jointly controlled entities. For those investments, the Company has
made an irrevocable election to classify the investments at fair value through other comprehensive
income rather than through profit or loss as the Company considers this measurement to be the
most representative of the business model for these assets. They are carried at fair value with
changes in fair value recognised in other comprehensive income and accumulated in the fair value
through other comprehensive income reserve. Upon disposal any balance within fair value through
other comprehensive income reserve is reclassified directly to retained earnings and is not
reclassified to profit or loss.

There are no financial assets recognised in this category during the period under review.

2.4, Financial liabilities

Trade and other payables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method.

2.5. Share capital and dividends

Financial instruments issued by the company are classified as equity only to the extent that they do
not meet the definition of a financial liability or financial asset. The company ordinary shares are
classified as equity instruments.

Dividend distribution to the company’s shareholders is recognised as liability in the company’s
financial information in the period in which the dividends are approved by the company’s
shareholders.

2.6. Intangible assets

Intangible assets are initially recognised at cost and subsequently amortised on a straight-line basis
over their useful economic lives. The company decided to recognise trademark related to stablecoin
project as intangible asset with indefinite economic life. The trademarks are tested for impairment
on the annual basis.

2.7. Property, Plant and Equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. All other repair and maintenance costs are recognised in
profit or loss as incurred. The company’s property, plant and equipment consist of computer
equipment only.

Property and equipment are derecognised on disposal or when no future economic benefits are
expected from their use or disposal. Gains or losses arising from derecognition represent the
difference between the net disposal proceeds, if any, and the carrying amount, and are included
in the profit or loss in the period of derecognition.

10



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

3. Critical accounting estimates and judgements

The company makes certain estimates and assumptions regarding the future. Estimates and
judgements are continually evaluated based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. In the
future, actual experience may differ from these estimates and assumptions.

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

4. Financial instruments - Risk Management
The Company is exposed through its operations to the following financial risks:

- Credit risk

- Interest rate risk

- Foreign exchange risk

- Other market price risk, and
- Liquidity risk.

In common with all other businesses, the Company is exposed to risks that arise from its use of
financial instruments. This note describes the Company's objectives, policies and processes for
managing those risks and the methods used to measure them. Further quantitative information in
respect of these risks is presented throughout these financial statements.

There have been no substantive changes in the Company's exposure to financial instrument risks, its
objectives, policies and processes for managing those risks or the methods used to measure them
from previous periods unless otherwise stated in this note.

(i) Principal financial instruments

The principal financial instruments used by the Company, from which financial instrument risk
arises, are as follows:

- Trade receivables

- Cash and cash equivalents
- Trade and other payables
- Loan and borrowings

11



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

(ii) Financial instruments by category

Financial assets
Fair value through

Fair value through Amortised cost Other comprehensive
profit or loss income
2022 2021 2022 2021 2022 2021
EUR EUR EUR EUR EUR EUR
Cash and cash
equivalents - - 52,279,747 99,422,231 -
Trade and other
receivables - - 13,666 91,233 -
Total financial
assets - - 52,293,413 99,513,464 -

Financial liabilities
Fair value through

profit or loss Amortised cost
2022 2021 2022 2021
EUR EUR EUR EUR
Trade and other - - 286,387 127,053
payables
Loans and borrowings - - -
Total financial - - 286,387 127,053

liabilities

(iii) Financial instruments not measured at fair value

Financial instruments not measured at fair value includes cash and cash equivalents, trade and other
receivables, trade and other payables, and loans and borrowings.

Due to their short-term nature, the carrying value of cash and cash equivalents, trade and other
receivables, and trade and other payables approximates their fair value.

(iv) Financial instruments measured at fair value
There is no financial instruments measured at fair value
General objectives, policies and processes

The Board has overall responsibility for the determination of the Company's risk management
objectives and policies and, whilst retaining ultimate responsibility for them, it has delegated the
authority for designing and operating processes that ensure the effective implementation of the
objectives and policies to the Company's finance function. The board receives reports from the
company'’s chief financial officer through which it reviews the effectiveness of the processes put in
place and the appropriateness of the objectives and policies it sets. The reports must be submitted

at least once a quarter, or more frequently, but not more than once a month, upon the board’s
request.

12



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

The overall objective of the Board is to set policies that seek to reduce risk as far as possible without
unduly affecting the Company's competitiveness and flexibility. Further details regarding these
policies are set out below:

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. The Company is mainly exposed to credit risk
from transaction income from institutional customers. It is Company policy to assess the credit risk
of new customers before entering contracts.

The Board has established a credit policy under which each new customer is analysed individually
for creditworthiness before the Company's standard terms and conditions are offered.
The Company's review includes external ratings, when available, and in some cases bank references.
Transactions limits are established for each customer, which represents the maximum open amount
without requiring approval from the Board.

The Board determines concentrations of credit risk by quarterly monitoring the creditworthiness
rating of existing customers and through a monthly review of the turnover and trade receivables’
ageing analysis. In monitoring the customers' credit risk, customers are grouped according to their
credit characteristics. There were no credit risk allocation during the period under review since all
the transaction fees were waived to support the distribution of stablecoin.

Credit risk also arises from cash and cash equivalents and deposits with banks and financial
institutions. For banks and financial institutions, all new and existing relationship are individually
re-assessed by the Board.

Cash in bank and short-term deposits

A significant amount of cash is held with the following institutions:

31 December 2022

E-wallet and Investment  Rating Comments
Current account
account
EUR EUR
EXT Ltd 178,293 987 N/a Investment Services company
licensed by Cyprus SEC, license
#165/12
XNT Ltd - 50,144,315 N/a Investment Services company

licensed by MFSA, Malta),
Category 2 license

UAB NexPay - 1,925,770 N/a EMI, authorised by Central Bank
of Lithuania, license LB 000428

UAB NexPay -

Finductive Ltd 30,382 - N/a Financial Institution (payment
service) licenced by MFSA,

Industra - Malta

Note 11 208,675 52,071,072

13



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

The Board monitors the credit ratings of counterparties regularly and at the reporting date does not
expect any losses from non-performance by the counterparties. For all financial assets to which the
impairment requirements have not been applied, the carrying amount represents the maximum

exposure to credit loss. If the credit ratings of counterparties are not available, the Board uses the
ratings for the country.

31 December 2022

E-wallet and Investment Country Comments
Current account Rating
account
EUR EUR
Cyprus 178,293 987 Ba1 Moody. Outlook - stable
Malta 30,382 50,144,315 A2 Moody. Outlook - negative
Lithuania - 1,925,770 A2 Moody. Outlook - stable
Latvia - -
Note 11 208,675 52,071,072
31 December 2021
E-wallet Investment Country Comments
account Rating
EUR EUR
Cyprus 178,293 14,054,851 Ba1 Moody. Outlook - stable
Malta 79,337 85,050,000 A2 Moody. Outlook - negative
Lithuania 5,149 52,801 A2 Moody. Outlook - stable
1,800 -
Note 11 264,579 99,157,652

Market risk

Market risk arises from the Company's use of interest bearing, tradable and foreign currency financial
instruments. It is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in interest rates (interest rate risk), foreign exchange rates (currency
risk) or other market factors (other price risks). On the opinion of the Board, the market risk for the
Company’s financial instrument is immaterial.

14



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

Interest rate risk

The Company is exposed to cash flow interest rate risk from long-term borrowings at variable rate.
The Company analyses the interest rate exposure on a quarterly basis. A sensitivity analysis is
performed by applying a simulation technique to the liabilities that represent major interest-bearing
positions. Following is the sensitivity analysis working due to a change in +1/-1% change in the
interest rate (original rate 1.125%):

Principal Amount | Interest at 1.125% Interest at 0.125%(-1%) | Interest at 2.125%(+1%)
10,000,000 94,315 10,479 178,151

During the period under review, the Company had no borrowings at variable rate. The above Eur
94,315 was recognised between 2021 and 2022 until investment matured early in the current year
and the interest income relating to 2022 portion was recognised this year. This year there was no
new investment and the only interest is from the previous one.

Credit rate risk

The credit rate risk note provides information on the credit risk associated with the financial
statements. It includes details on the credit rating methodology, credit rating distribution,
impairment provisions, concentration of credit risk, and risk mitigation measures. Cash and cash
equivalents are placed in the reputable EU financial institutions; bonds were sold during the year
and shortly after the year end.Please refer to the accompanying table of workings for more specific
quantitative information.

31.12.2022
Rating as of Discount amount
Instrument Value 31/12/2022 PD at expiration date LGb

ATOOO0A2NWS83.EUR 10 050 000 AA+ 0,10% 10029 518 0,10% 10
FRO014002WK3.EUR 9945 000 AA 0,10% 9922 839 0,10% 10
XS2068071641.EUR 9990 000 AAA 0,10% 9972952 0,10% 10
XS2280845491.EUR 10 035 000 A2 0,10% 10 027 380 0,10% 10
XS2413696761.EUR 10 030 000 A+ 0,25% 10 022 679 0,10% 25

Total credit risk 65

Foreign exchange risk

Foreign exchange risk arises when Company enter into transactions denominated in a currency other
than their functional currency. The Company's policy is, where possible, to allow Company to settle
liabilities denominated in their functional currency with the cash generated from their own
operations in that currency.

During the period under review, all the Company’s assets and liabilities were denominated and
settled in the Company’s functional currency.

Liquidity risk

Liquidity risk arises from the Company's management of working capital and the finance charges and
principal repayments on its debt instruments. It is the risk that the Company will encounter
difficulty in meeting its financial obligations as they fall due.

The Company's policy is to ensure that it will always have sufficient cash to allow it to meet its
liabilities when they become due. To achieve this aim, it seeks to maintain cash balances (or agreed
facilities) to meet expected requirements for a period of at least 45 days. The Company also has a
full support from its shareholders in case of extra working capital needed.

The following table sets out the contractual maturities (representing undiscounted contractual cash-
15



STSS (Malta) Limited

Notes to the financial statements

For the year ended 31 December 2022

flows) of financial liabilities:

At 31 December 2022

Trade and other
Payables

Loans and borrowings

Total

At 31 December 2021

Trade and other
Payables

Loans and borrowings

Total

Capital Disclosures

Between Between Between

Upto3 3and 12 1and 2 2and5
Months months year years
EUR EUR EUR EUR
286,387 - - -
286,387 - - -
Between Between Between

Up to 3 3and 12 1 and 2 2and 5
Months months year years
EUR EUR EUR EUR
127,053 - - -
127,053 - - -

Over
5 years
EUR

Over
5 years
EUR

Due to the nature of its activity, the Company monitors "Funds for EURS emission” which comprises

component of equity related to the stablecoin issued.

The Company's objectives when maintaining capital are:

- tosafeguard the entity's ability to continue as a going concern, so that it can continue to provide

returns for shareholders and benefits for other stakeholders, and

- to provide a support to the stablecoin community with backing up the total amount of issued
tokens with equivalent cash in high liquidity instruments.

Revenue

STSS (Malta) Limited utilizes several revenue streams including subscription fees for token issuance,
transaction fees for utilizing STASIS’ delegated transfer option, and income from reserve deposits.
All the fee related to the emission of EURS were waived during the period under review to support
the distribution of the stablecoin.

16



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

6. Expenses by nature

2022 2021

EUR EUR
Audit expenses 13,101 16,757
Registration expenses - 6,440
Legal expenses 14,038 12,484

Professional services expenses 22,750 -
Other expenses 5,220 2,008
Depreciation and Amortization expense 3,860 2,599
58,969 40,288
7. Finance income/(costs)

2022 2021

EUR EUR
Interest income from investment account 3,082 91,233
Bank charges and forex differences (9,286) (6,127)
(6,204) 85,106

There is a significant decrease in the finance income as compared to prior year because the company
focused on keeping the cash in more secure and safe interest free bonds which resulted in that much
decrease in the finance income.

8. Taxation

The company has accrued tax loss during the period under review. Current tax charge is zero the
statement of comprehensive income 2022: 0 (2021: 16,321). Under the local tax regulations, no
trading losses can be brought forward from the previous years. Reconciliation for tax payable as
follows:

Tax Payable Opening 174,625

Taxes paid (158,769)

Charge for the year -

Closing balance 15,856

17



STSS (Malta) Limited

Notes to the financial statements
For the year ended 31 December 2022

9. Intangible assets

The company has applied for registration of trademarks related to the stablecoin project. In the
year 2019, the company has also applied for VFA license, the amount of professional fees paid is
recognised as Prepayment for Intangible Assets. The corresponding intangible assets are recognised
at cost with 10 years useful economic life.

10. Trade and other receivables

2022 2021
EUR EUR
Other receivables 13,666 91,233

11. Cash and cash equivalents

For the purpose of the cash flow statement, the cash and cash equivalents comprise the following:

2022 2021

EUR EUR
Cash on investment accounts 52,070,085 99,157,652
Cash on operating accounts 209,662 264,579
52,279,747 99,422,231

The book value of “Cash on investment accounts” equal their fair value.

12. Share capital

2022 2021
EUR EUR
Authorised
ordinary shares of EUR 1 each 50,000 50,000
Issued, allotted and fully paid
ordinary shares of EUR 1 each 50,000 50,000
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Notes to the financial statements
For the year ended 31 December 2022

13. Other equity
Retained earnings represent accumulated profits or (losses) minus declared dividend.

Capital contribution represents the amount contributed by the parent company as a share capital
but no shares were issued yet as at 31 December 2022.

14. Funds for EURS emission

Represent reserves received from institutional investors to back the emission of EURS stablecoin. As
per agreements with the investors, the distribution of these funds is at the discretion of
the Company.

Opening 2022 99,157,650
New Issue in 2022 25,000,000
New Issue XRP 10,000
New issue Xinfin 293,261
Total 124,460,911
Treasury- ETH - 72,422,565
Treasury- Algorand - 40,000
Closing 2023 51,998,347

15. Trade and other payables

2022 2021

EUR EUR
Other payables 34,958 6,334
Amounts payables to related parties 70,196 34,958
Amounts payables to parent company 21,233 70,196
Accruals - 15,565

126,387 127,053

Long Term Payables
Amount payables to parent company 160,000

This interest free loan was obtained during the year and is repayable on 31-12-2027.
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16.

17.

18.

Related party transactions

During the period under review, none of the total amount of funds were received from the directors
of the company (2021: 0.0%). The corresponding amounts of EURS stablecoin were distributed to the
directors. Account payables with related parties are recognised in the statement of financial position
as at 31 December 2022, see Note 15 for details.

Statutory information

STSS (Malta) Limited was incorporated in Malta (C 86272) on 11 May 2018. The parent company is
STSS Limited (015541V) registered in Isle of Man. The ultimate parent is STSS Foundation, registered
in Isle of Man and managed by its council. In the opinion of the directors, there is no ultimate
controlling party of the group.

Events after the reporting date

In June 2023, the Malta Financial Services Authority (MFSA) approved the Whitepaper for an
Electronic Money Institution (EMI) license. This approval will come into force upon the
implementation of the Markets in Crypto-Assets (MiCA) regulations.

During the current year and after the year-end, the entity sold investments. It's noteworthy that
this action deviates from the accounting policy of Amortised Cost. However, it's important to
highlight that the cost of the investments under the Amortised Cost model remains consistent with
the fair value at which the investments were sold.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of STSS (Malta) Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of STSS (Malta) Limited («the Company>) set out on
pages 3 to 20 which comprise the statement of financial position as at 31 December 2022, the
statement of comprehensive income, statement of changes in equity, and statement of cash
flows for the year ended on 31 December 2022, and notes to the financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying consolidated and separate financial statements give a true
and fair view of the financial position of the Company as at 31 December 2022 and of the
Company'’s financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU (EU IFRSs) and have been
prepared in accordance with the requirements of the Companies Act (Cap. 386).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) together with the ethical requirements that
are relevant to our audit of the financial statements in accordance with the Accountancy
Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the Accountancy
Profession Act (Cap. 281) in Malta, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter - Subsequent event

We draw attention to the Note 18 of the financial statements, which describes the selling of the
investments and the use of accounting policy of amortised cost. Our opinion is not modified in
respect of this matter.

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 and we do not
express any form of assurance conclusion thereon. In connection with our audit of the financial
statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.

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:

® 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

® 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. We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of STSS (Malta) Limited
(continued)

Responsibilities of the Directors

As explained more fully in the Statements of Directors’ Responsibilities set out on page 2, the
directors are responsible for the preparation of the consolidated and separate financial
statements that give a true and fair view in accordance with EU IFRS, 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
liguidate the Company or to cease operations, or has no realistic alternative but to do so.

The directors 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 judgment and maintain
professional scepticism throughout the audit. We also:

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

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

®  Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

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

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

Report on Other Legal and Regulatory Requirements

Under the Maltese Companies Act (Cap. 386) we are required to report to you if, in our opinion:
®  We have not received all the information and explanations we require for our audit.

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

®  The financial statements are not in agreement with the accounting records and returns.

®  The information given in the directors’ report is not consistent with the financial
statements.

B Certain disclosures of directors’ remuneration specified by law are not made in the financial
statements, giving the required particulars in our report.

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

C//> This report has been signed
<, for and on behalt of ane
R — BDO MALTA

BDO Malta by Sam Spiridon
Certified Public Accountants v :'Partner}

Registered Audit Firm

It-Torri Street
Msida MSD 1824
Malta
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