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QUOTE

Further to a company announcement dated 8 April, 2019 relative to the approval by the Board of
Directors of Main Street Complex p.l.c. of the financial statements of the company for the financial
year ended 31 December 2018, a copy of the audited financial statements is being published today
and is attached to the present company announcement. A copy can also be viewed on the

company’s web portal: http://mainstreetcomplex.com/investor-relations/#financial-statements

UNQUOTE

By order of the Board.

Dr Malcolm Falzon
Company Secretary
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Chairman’s statement

| am pleased to be presénting the first annual report to the company’s shareholders following the official
listing of Main Street Complex p.1.c. on the Maita Stock Exchange.

The year 2018 was characterised by the floating on the Malta Stock Exchange and as expected, the
company has been through a variety of changes and developments. To name a few, the Board
composition has seen the resignation of four of the previous sharehclder directors, the appointment of
three independent non-executive Directors and the appointment of a new company secretary. The newly
constituted Board reflects a profile of entrepreneurship and expertise in various sectors, including
business development, retail, marketing, management, business advisory, legal, banking and auditing
amongst others. | am pleased that the members settled in their roles over a relatively short period.
Needless to say, the company has also seen significant changes on the corporate governance side with
the constitution of the audit committee and nominations committee, as well as sub-committees which
support the Board.

Throughout the year Main Street Complex retained 94% occupancy, with the last remaining outlet being
leased out as at the date of preparing this report. The completion of the civil works on Pjazza Antoine de
Paule, ongoing management and marketing initiatives as well as the enthusiasm of the retail tenants,
contributed to attracting a record number of visitors and shoppers to the shopping complex. After having
welcomed the ten millionth visitor since the opening of Main Street, this record footfall was yet another
remarkable achievement. The installation of sclar panels in the final quarter of the year will not only lead
to the sale of the energy generated to the grid, but also to affirm the company's credentials in active
participation in green initiatives.

Results for the year were largely in line with expectations, with Gross Revenue reaching €742K and profit
hefore tax of €439K compared to €416K in the previous year and €443K projected. While the company's
operating expenses remained at par with previous year, the administrative costs associated with operating
a public company led to an anticipated increase in such expenditure. Nevertheless, having paid off all its
loans, the company’s savings on interest expenses compensated for the increase in administrative costs.

Inflows resulting from the Initial Pubiic Offering were applied towards the repayment of all bank loan
balances and amounts owed to former group companies. This equity transaction elevated the company's
Balance Sheet to cne with a strong capital base and an enviable debt-free position. The consequent
absence of debt servicing and repayment obligations means that while the company can pay out all net
distribuable profits eamed during the year, its cash resources were not depleted since the depreciation
charge exceeded its capital expenditure for the year. As a matter of fact, a net interim dividend of €121.8K
was paid out in September 2018, a mere four months following listing. Together with the final net
dividend of €190K heing declared for the year, shareholders will receive a total net dividend of €0.016 per
share.

The Board and | share the view that Main Street Complex remains a popular shopping destination for the
Southern part of the island. Having now signed the lease for the last remaining retail space, the
company’s management will focus on the further enhancement of customer experience at the Complex,
and the wellbeing of tenants. In the meantime, the Board locks to the future with optimism and will
continue to explore options and opportunities for the growth and development of Main Street Complex
p.l.c.

(

Joseph A. Gasan
Chairman
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Directors’ report

The Directors present their annual report and the audited financial statements for the year ended
31 December 2018.

Principal activity

Main Street Complex opened in 2004 as a retail and entertainment complex, featuring four floors of retail
outlets, a bar/restaurant and entertainment area, and parking facilities in the heart of Paola, Malta.

The company has operated the Complex since its opening. The principal activity is to grant concessions
of outlets or spaces in the Complex against an agreed annual rate, and in some cases, a fee payable
based on a percentage of the Concessionaire's turnover.

During the financial year under review, the company offered 12,769,229 ordinary shares of a nominal
value of €0.10 for sale through an equity IPO at an offer price of €0.65 per share. 5,230,769 of these
shares constituted an increase in equity while the remaining 7,538,460 represented the sale of existing
share capital. Main Street Complex p.l.c. was admitted to listing on the Malta Stock Exchange on 30 May
2018.

Review of the business

The company generated revenues of €742,341 (2017: €734,292) which were in line with the previous
year. Operating expenses remained generally unchanged, however administrative expenses rose
primarily as a result of costs related to the company's Stock Exchange listing, while increased
depreciation charges reflected capital expenditure incurred during the year. The overall result was a
decrease in operating profit to €484,805 in 2018 compared to €526,027 in 2017, as anticipated. This
decline was mitigated by lower financial costs amounting to €45,687 (2017: €111,697) due to the full
repayment of the company's bank loan facilities, resulting in profits before taxation amounting to €439,371
(2017: €415,944), an increase of 5.6%, in line with expectations.

The income statement is set out on page 33. An interim net dividend of €121,768 was distributed by the
company in September 2018, and the Directors recommend the payment of a net final dividend of
€190,163.

The year 2018 was a positive year for the company with high and sustained tenant occupancy levels,
increases in footfall over the previous year, and new initiatives that led to an improved customer
experience at the shopping complex. The year 2019 augurs well in view of a robust economic
environment, footfall levels that continue to show improvement, the expectation of achievement of full
occupancy and further reductions in financial costs.
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Directors’ report - continued
Our principal risk and uncertainties
Risks relating to rellance on concession agreements

In its business operations, the company enters into concession agreements with third parties pursuant to
which it grants such third parties the right to use the outlets forming part of Main Street Complex for an
agreed annual rate and, in some ¢ases, a fee payable on the percentage of concession turnover, usually
subject to a minimum annual rent. The Concessionaires of Main Street Complex are principaily engaged
in retail, catering and entertainment. The company, therefore, relies on the revenues it expects to
generate from the Concessions. There can be no guarantee that the company will continue to find suitable
concessionaires on the terms it seeks from time to time. In addition, the financial stability of the
Concessionaires may change over time. Defaults by Concessionaires could result in a reduction in
concession fee revenues, which may require the company to contribute additional capital or obtain
alternative financing. in addition, the company may incur costs in enforcing rights under the Concession
Agreements of a defaulting Concessionaire, including legal fees, re-possession of the space/s granted on
concession and costs to grant a concession of the re-possessed space to a new third-partyfies. Any
adverse changes in a Concessionaire’s financial conditton may negatively affect cash flows generated by
the company. Furthermore, if the company's Concessionaires decide not to renew their respective
Concession Agreements upon expiration, the company may not be able to grant concessions on the same
terms, if at all. Any of the foregoing factors may adversely affect the business, financial condition and
results of operations of the company.

Risks relating to changes in the market and economic conditions

The company’s business activities are subject to general market and economic conditicns. These
conditions include, Inter alia, consumer demand, financial market volatility, inflation, fluctuation in interest
rates, exchange rates, direct and indirect taxation, the health of the local retail markets, property prices,
energy and fuel costs, unemployment, wage rates, tightening of credit markets, government spending and
budget priorities and other general market and economic conditions.

In the avent that general market and economic conditions were to experience a downturn, these
weakened conditions may have an adverse impact on the financial pesition and operational performance
of the company’s business activity, potentially having a serious effect on the company's financial position,
cash flows, operational performance and its ability to distribute dividends to its shareholders.

Risks relating 1o the relaif sector

The company grants Concessions to entities engaged principally in the retail sector. The health of the
retail market may have a direct or indirect effect on the ability of the company to grant Concessions. The
health of the retail market may be affected by a number of factors, including, inter alia, consumer demand,
tastes, shopping preferences, trends, online shopping, inflation, fluctuation in interest rates, exchange
rates, direct and indirect taxation, regulations, energy and fuel costs, unemployment, wage rates,
availability of credit, government spending and budget priorities, and other general market and economic
conditions. These are patticularly accentuated owing to the size of the Maltese market. A significant
downturn in the performance of the retail sector could have a material adverse effect on the company’s
business, financial position and results of operation.
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Directors’ report - continued
Risks emanating from the company's financing strategy

The company may not be able to obtain the capita! it requires for development or improvement of existing
of new properties on commercially reasonable terms, or at all. The company may not be able to secure
sufficient financing for its investment requirements. No assurance can be given that sufficient financing
will be available on commercially reasonable terms or within the timeframes required by the company,
also taking into account the need from time to time for the Complex to underge renovation, refurbishment
or other improvements in the future. Any weakness in the capital markets and, more generally, the
inability to raise the necessary financing from time to time, may limit the company's ability to raise capital
for the execution of future developments or acquisitions. Failure to obtain, or delays in obtaining, the
capital required to complete future developments and acquisitions on commercially reasonable terms,
including increases in borrowing costs or decreases in loan availability, may limit the company’s growth
and materially and adversely affect its business, financial conditicn, results of operations and prospects.

Fulure indebtedness

The company may, from time to time, require bank credit facilities to maintain the Complex, to refinance
indebtedness as well as to fund future growth in terms of acquisition and developments. There can be no
assurance that the company will have access to sufficient capital or access to capital on terms favourable
to the company for future property acquisitions, refinancing its indebtedness, financing or refinancing of
properties, funding operating expenses or other purposes. Moreover, borrowings under bank credit
facilities are or may be at variable interest rates, which would render the company vulnerable to increases
in interest rates. The agreements regulating the company's bank debt may impose, and are likely to
impose, significant operating restrictions and financial covenants on the company. These restrictions and
covenants could limit the company’s ability to obtain future financing, make capital expenditure, withstand
a future downturn in business or economic conditions generally or ctherwise inhibit the ability to conduct
necessary corporate activities.

Key senfor management and personnel

The operations and profitability of the company are dependent on the management support services
provided by Embassy Management Limited to the company in terms of a management support services
agreement. Should either party terminate the management support services agreement prior to the expiry
of its term, or, should Embassy Management Limited decide not to renew the agreement following the
lapse of the term thereof, the company would need to sesk a new management support services provider
or individuals to occupy the executive management roles of the company. The company may be unable to
replace the services provided by Embassy Management Limited within the short term. This could have a
material adverse effect on the company’s business and results of its operations.

The company’s insurance policies

The company maintains insurance at levels determined by the company to be appropriate in light of the
cost of cover and the risk profile of the business in which the company operates. With respect to losses
for which the company is covered by its policies, it may be difficult and may take time to recover such
losses from insurers. In addition, the company may not be able to recover the full loss incurred from the
insurer. No assurance can be given that the company's current insurance coverage would be sufficient to
cover all potential losses, regardless of the cause, nor can any assurance be given that an appropriate
coverage would always be available at acceptable commercial rates.
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Directors’ report - continued
Risks relative to changes in laws

Various aspects of the company’s business are subject to specific laws and reguiation including consumer
laws and licensing requirements. The business of the company is also subject to laws and regulations of
general application such as taxation, health and safety and employment. The timing and effects of
changes in the laws and regulations, to which the company is subject, including changes in the
interpretation thereof, cannot be predicted and could have an adverse effect on the business, financial
condition and profitability of the company.

Reputational risk

Reputational risk is the risk that negative publicity regarding the company's business practices, whether
true or not, may cause a decline in the customer base, cosily litigation, or revenue reductions.
Reputational risk could be particularly damaging for the company since the nature of its businass requires
malintaining the confidence of clients and of the general marketplace.

Health and safely

The nature of the company's business necessitates that adequate importance is given to maintaining
compliance with international health and safety standards. The failure to comply with such standards
could expose the company to third party claims, which could in turn have a material adverse effect on its
business and profitability.

Litigation risk

The company is susceptible to legal claims, with or without merit, by Concessionaires and/or patrons of
the Complex. Defence and settlement costs can be substantial, even with respect to claims that have no
merit. Due to the inherent uncertainty of the litigation and dispute resolution process, there can be no
assurance that the resolution of any particular legal proceeding or dispute will not have a material adverse
effect on the company’s future cash flow, results of operations or financial condition.

Competitiveness in the commercial properly market

The real estate market in Malta is very competitive in nalure. An increase in supply and/or a reduction in
demand in the commercial property segments in which the company targets to grant Concessions, may
cause the Concessions to be granted at lower rates than is being anticipated by the company or may
cause the concession of the Main Street Complex spaces to take place at a slower pace than that
anticipated by the company. If these risks were to materialise, they could have an adverse impact on the
company and its ability to distribute dividends
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