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MALTA FREEPORT CORPORATION LIMITED
Directors’ Report
For the Year Ended 315t December 2023

The directors present the report and the audited financial statements of Malta Freeport Corporation
Limited {the “Company”) for the year ended 315t December 2023.

Principal Activities

The Company’s activity which remained unchanged from previous year, fulfils the role of landlord and
authority over the Freeport Zone. The Company is the sole owner of the property situated at the
Freeport Zone and has a mission to administer the area and maintain harmony within the
Stakeholders that operate within the Zone. It is also the Regulator and Licensing Authority acting on
behalf of the Government of Malta.

Financial and Operational Review

Total revenue for the year under review increased to $12.9 million from $12.7 million last year, an
increase of 2%. In 2023, the Company is reporting in its Statement of Comprehensive Income, an
overall exchange gain of $1,285,754, compared to a gain on exchange of $185,731 the year before.

The increase in the fair value of the Company's investment property amounted to $13,270,915 during
the year ended 31 December 2023 compared to an increase of $5,112,128 reported last year. In
addition, in the year under review, the Company reported negative movements on its cross-currency
interest rate swaps.

As at 315t December 2023, the Company is reporting a profit before tax of $27,259,129 compared fo
$26,900,292 reported in 2022,

Current Developments

On the 06™ March 2023, the Company entered into a Fourth License Amendment Agreement with one
of its present tenants. The lessee declared its wish to reclaim the Designated Site from the sea and to
develop the reclaimed land to square-off and exiend the terminal known as Terminal Twao within the
Port Site and thereby extend the North Quay of Terminal Two. The lowest bid that meets the
specifications stipulated in the internaflonal tender issued by the lessee for the completion of the civil
works component of the infrastructure works of the project is €55,400,000.

By virtue of this deed, the Company agreed to contribute to the Infrastructural Cost which is compliant
with the European Union (EU) State Aid Rules. It was also agreed that the Company engage and
retain an architect throughout the performance of the project works until a completion certificate is
issued by the architect. The Company's contribution amounts to €28 million and shall become due
and payable when the tenant provides the Company with a completion certificate.

Financial Risk Management

The successful management of risk is essential to enable the Company to achieve its objectives. The
ultimate respansibility for risk management rests with the Company's directors, who evaluate the
Company's risk appetite and formulate policies for identifying and managing such risks. There are a
number of financial risks that could potentially impact the activities of the Company and include, not
limited to, the following; credit risk, foreign currency risk, interest rate risk and liquidity risk. The
Company's objective in managing such risks is the creation and protection of shareholder's value. In
order to manage and mitigate such risks, the Company employs a number of risk management {ools
in day-to-day operation. Further detail can be found under Note 27 to the financial statements.

Results and Dividends
The results for the year ended 31 December 2023 are shown in the Statement of Comprehensive

Income on page 7. The profit for the year after taxation was USD 22,275,661 (2022: USD
24,156,491).



MALTA FREEPORT CORPORATION LIMITED
Directors’ Report (continued)
For the Year Ended 315t December 2023

Results and Dividends (continued)

The directors declared and paid a dividend amounting to USD 1,052,783 during the year (2022: USD
1,006,800).

Likely future developments

The directors consider that the year-end financial position was satisfactory and that the Company is
well-placed to sustain the present level of activity in the foreseeable future.

Post balance sheet events

There were no subsequent evenis which would require an adjustment or disclosure in the financial
statements of the Company.

Directors

The Diractors of the Company who held office during the year are set out on page 2.

in accordance with the Company’s Memorandum and Articles of association, the Directors are
appointed for a period of one year by a simple letter of the shareholders to the Company Secretary
but are eligible for re-election for further periods of one year each at subsequent annual general
meetings of the Company.

Statement of Director's Responsibilities

The Directors are required by the Companies Act (Cap, 386) and Maita Freeports Act (Cap, 334) to
prepare financial statements in accordance with generally accepted accounting principles which give
a true and fair view of the state affairs of the Company at the end of each financial year and of the
profit or loss of the Company for the year then ended. In preparing the financial statements, the
directors should:

s Select suitable accounting policies and apply them consistently;

¢ Make judgements and estimates that are reasonable;

» Prepare the financial statements on a going concern basis, unless it is inappropriate fo
presume that the company will continue in business as a going concern;

» Account for income and charges relating to the accounting period on the accruals basis;

e Value separately the components of asset and liability items; and

¢ Report comparative figures corresponding to those of the preceding accounting period.

The Directors are responsible for ensuring that proper accounting records are kept which disclose
with reasonable accuracy at any time the financial position of the Company and which enable the
directors to ensure that the financial statements comply with the Companies Act (Cap 386, Laws of
Malta) and Malta Freeparts Act (Cap, 334). The 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 misstatement, whether due fo 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.

Financial Reporting Framework

The Board of Directors have resolved to prepare the Company's financial statements for the year
ended 31 December 2023 in accordance with the International Financial Reporting Standards as
adopted by the EU.



MALTA FREEPORT CORPORATION LIMITED

Directors’ Report (continued)
For the Year Ended 315 December 2023

Auditors

PKF Malta Limited, Registered Auditors, have expressed their willingness to continue in office and a
resolution for their reappointment will be proposed at the Annual General Meeting.

Signed on behalf of the Board of Directors on 11 September 2024 by Robert Sarsero (Chairman) and
Carmelo Briffa (Director).

7 Carrfelo Bri /
Chairman Dire’cg’r:ﬂ'%lﬂ‘%K



Malta Freeport Corporation Limited
Statement of Comprehensive Income
For the Year Ended 31st December 2023

Revenue
Staff costs

Other administrative costs

{Increase) / decrease in the provision for retirement
benefits and financial obligations

Gain on exchange
Fair value movement in investment property
Fair value movement in MG stocks

(Loss) / Gain on cross-currency interest rate swap

Movement in expected credit losses of financial
assets

Interest income

Other income

Finance costs

Profit before Taxation
income tax expense

Profit for the year

Other comprehensive income

Total comprehensive income for the year

Notes

13.
10.
16.

14.

10.

15.

2023 2022

usD usD
12,889,818 12,680,817
(3,260,859) (3,025,283)
(571,363) (668,228)
(177,463) 398,442
1,285,754 185,731
13,270,915 5,112,128
- 1,604,994
(3,730,666) 7,872,682
20,921 295,131
7,532,162 2,325,887

- 118,055
(90) (64)
27,259,129 26,900,292
(4,983,468) (2,743,801)
22,275,661 24,156,491
22,275,661 24,156,491

The accounting poficies and explanatory nofes on pages 12 to 37 form an integral part of the

financial statements.



Malta Freeport Corporation Limited
Statement of Financial Position
As at 31st December 2023

ASSETS

Non-Current Assets

Property, Plant and Equipment
Investment property

Derivative instruments at fair value
Financial investments

Loans and receivables

Total Non-Current Assets

Current Assets
Financial investments

Loans and receivables
Trade and other receivables
Cash and Cash Equivalents
Total Current Assets
TOTAL ASSETS

Notes

12,
13.
16.
23.
14.

23.
14.
15.
22.

2023 2022

usp UsD
4,179,317 2,998,133
500,716,071 487,445,156
3,491,303 7,221,969
35,360,000 34,131,200
32,998,879 35,986,176
576,745,670 567,782,634
977,452 -

3,004,198 2,888,652
1,644,040 1,011,618
102,774,788 89,825,707
108,400,478 93,725,977
685,146,148 661,508,611




Malta Freeport Corporation Limited
Statement of Financial Position
As at 31st December 2023

EQUITY & LIABILITIES

Equity

Share Capital

Foreign exchange translation reserve
Retained Earnings

Total Equity

Non-current liabilities

Other financial liabilities
Post-employment benefits
Deferred income tax liabilities
Total Non-Current Liabilities

Current Liabilities
Trade and other Payables
Income tax payable
Total Current Liabilities

Total Liabilities

TOTAL EQUITY & LIABILITIES

Notes

21.

19.
20.
24,

17.
11

2023 2022

usb usbD
2,976,128 2,976,128
759,547 759,547
372,912,843 361,689,965
376,648,518 355,425,640
250,000,000 250,000,000
524,332 381,134
53,363,064 51,705,233
303,887,396 302,086,367
3,453,630 3,130,276
1,156,604 866,328
4,610,234 3,996,604
308,497,630 306,082,971
685,146,148 661,508,611

Rate of exchange as at 31 December 2023: EURO 1 = USD 1.105 (31 Dec 2022: EURO 1 = USD

1.0666).

The accounting policies and explanatory notes on pages 12 to 37 form an integral part of the

financial statements.

The financial statements set out on pages 7 to 37 were approved and authorised for issue by the
Board of Directors on 11 September 2024 and signed on its behalf by:

KA.

obert Sarsero

Chairman

Car

S

Direstor



Malta Freeport Corporation Limited

Statement of Changes in Equity

For the Year Ended 31st December 2023

Financial year ended 31 December
2022

Balance at 1 January 2022

Dividend distribution
Total comprehensive income for the
year

Balance at 31 December 2022

Financial year ended 31 December
2023

Balance at 1 January 2023

Dividend distribution
Total comprehensive income for the
year

Balance at 31 December 2023

Share Foreign Retained
Capital Exchange Earnings Total Equity
Transiation
Reserve
usD uspb usD uso
2,976,128 759,547 328,540,274 332,275,949
- - (1.006,800) {1,006,800)
- - 24,156,491 24,156,491
2,976,128 759,547 351,689,965 355,425,640
2,976,128 759,547 351,689,865 355,425,640
- - (1,052,783) (1,052,783)
R B 22 275,661 22,275,661
2,976,128 759,547 372,912,843 376,648,518

The accounting policies and expfanaftory notes on pages 12 to 37 form an infegral part of the

financial statements.

10



Maita Freeport Corporation Limited
Statement of Cash Flows
For the year ended 31st December 2023

Cash flows from operating activities

Profit before taxation

Adjustments for:

Depreciation

Fair value movement in cross-currency swap
Fair value movement in investment property
Difference on exchange

Movement in post-employment benefits
Movement in provision for ECL's

Gain on sale of investments

Accrued income

Interest income

Net interest expense

Operating profit before working capital movements
Movement in trade and other receivables

Movement in trade and other payables

Cash generated from operations
Interest paid

Taxation paid
Retirement benefits fund

Net cash flow from operating activities

Investing activities

Payments o acquire property, plant and equipment

Movement in loans and receivables

Acquisition of investments

Proceeds received from disposal of investments
Interest received

Net cash flow from investing activities

Financing activities
Payments of dividends

Net cash flows from financing activities

Net movement in cash and cash equivalenis

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Note

12.
16.
13.

20.
14.

10.
13.

15.
17.

20.

12.
14.

28.

22.
22.

15.

2023 2022
UsD UsD
27,259,129 26,900,292
58,112 61,623
3,730,666 (7,872,682)
(18,270,915) (5,112,128)
(1,285,754) (185,731)
177,463 (398,442)
(20,921) (295,131)

- (1,604,994)
75,534 75,534
(7,532,162) (2,325,887)
90 64
9,191,242 9,242,518
(632,422) 536,548
323,354 28,628
8,882,174 9,807,694
(90) (64)
(3,035,360) (3,353,928}
(50,767) (40,855)
5,795,957 6,412,847
(1,239,294) (1,808,298)
2,871,651 2,748,676
(2,402,454) (136,759,740)
1,443,842 104,538,423
7,532,162 2,325,887
8,205,907 (28,955,052)
(1,052,783) (1,008,800)
(1,052,783) (1,006,800)
12,949,081 (23,549,005)
89,825,707 113,374,712
102,774,788 89,825,707

The accounting policies and explanatory notes on pages 12 to 37 form an integral part of the financial

statements.
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Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

1. Company Information

Malta Freeport Corporation Limited (“the Company”) is registered in Malta as a limited liability
company under the Companies Act, Cap 386 of the Laws of Malta. Ilts registered office is provided on
page 2.

2. Basis of Preparation
a. Compliance with IFRSs as adopted by the EU

The financlal statements have been prepared and presented in accordance with the provisions of the
Malta Freeports Act (Cap, 334) and the Companies Act, 1995 enacted in Malta, which requires
adherence to International Financial Reporting Standards (IFRSs) as adopted by the European
Union. The signiflcant accounting policies adopted are set out below.

The preparation of financial statements in conformity with IFRSs as adopted by the EU requires the
use of certain accounting estimates. It also requires the Directors to exercise their judgement in the
process of applying the Company’s accounting policies.

These financial statements are presented in the United States Dollars (USD} which is the Company’s
presentation and functional currency. The accounting policies set out below have been applied
consistently to all periods presented in these financial statements. These financial statements have
been prepared on the historical cost basis, except for investment property and certain financial
instruments, which are stated at the fair values.

b. Functional and presentation currency

The financial statements are presented in the US Dollar (USD), which is the Company's functional
currency.

Transactions denominated in currencies other than the functional currency are translated at the
exchange rates ruling on the dafe of transaction. Monetary assets and liabilities denominated in
currencies other than the functional currency are retranslated to the functional currency at the
exchange rate ruling at year-end.

Exchange differences arising on the setflement and on the retransiation of monetary items are dealt
with in profit or loss. Non-monetary assets and liabilities denominated in currencies other than the
functional currency that are measured at fair vaiue are retranslated using the exchange rate running
on the date the fair value was remeasured. Non-monetary assets and liabllities denominated in
currencies other than the functional currency that are measured in terms of historical cost are not
retranslated. Exchange differences arising on the translation of non-menetary items carried at fair
value are included in profit or loss for the period, except for differences arising on the retranslation of
non-monetary items in respect of which gains, and losses are recognised in other comprehensive
income. For such non-monetary items, any exchange component of that gain or loss is also
recognhised in other comprehensive income.

c. Use of estimates and assumptions

The preparation of financial staiements in conformity with IFRSs as adopted by the EU requires
management to make judgments, estimates and assumptions that affect the application of accounting
policies and the reporfed amounts of assets, labilties, income and expenses. Actual resulis may
differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected. Further information about assumptions and estimation uncertainties that have a significant
risk of resuiting in a material adjustment, are detailed in Note 4.

12



Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

2. Basis of Preparation {continued)
d. Changes in Accounting Policies and Disclosures

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

Standards, interpretations and amendments {o published standards effective in 2023

In 2023, the Company adopted amendments and interpretations to existing standards that are
mandatory to the Company’s accounting period beginning on 1 January 2023. The adoption of these
revisions to the requirements of IFRSs as adopted by the EU did not result in substantial changes to
the Company's accounting policies.

Standards, interpretations and amendments to published standards that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published
by the date of authorisation for issue of these financial statements that are not yet effective.

The Company has not early adopted these revisions to the requirements of [FRSs as adopted by the
EU and the Directors are of the opinion that there are no requirements that will have a possible
significant impact on the Company's current or future reporting periods and on foreseeable future
transactions.

e. Going Concern

The financial statements have been prepared on a going concern basis which assumes that the
Company will continue to operate for the foreseeable future. The validity of this assumption is
contingent upon the parent (the Government of Malta} continuing to meet the interest obligation in
respect of the Company’s debenture loan stock, which, together with certain other borrowings, are
secured by the Government of Malta. The Government of Malta also indemnified the Company for
any losses that could arise from the interest differential on the cross-currency interest rate swap.

3. Significant Accounting Policies
The principal accounting policies in the preparation of these financial statements are set out below.
a. Property, Plant and Equipment

Property, plant and equipment are stated at historical cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly aftributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Company and the cost of the item can be measured reliably. Expenditure on repairs and
maintenance of property, plant and equipment is recognized as an expense when incurred.

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

13



Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

3. Significant Accounting Policies (continued)
a. Property, Plant and Equipment (continued}
Depreciation

Depreciation is charged to the statement of comprehensive income and is calculated using the
straight-line method to write off the value of property, plant and equipment to their anticipated residual
values over their estimated useful lives. Residual values, useful lives and methods of depreciation are
reviewed at each financial year-end and adjusted prospectively, if appropriate.

Plant and Machinery 5% - 25% per annum
Motor Vehicles 25% per annum

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount.

b. Investment Property
Investment property is property held for long-term rental yields or for capital appreciation or both.

Investment property is recognized as an asset when it is probable that the future economic benefits
that are associated with the investment property will flow to the entity and the cost can be measured
reliably. Investment property is initially measured at historical cost, including related transaction costs.
Subsequent to initial recognition, investment property is carried at fair value at the end of each
reporting period. Gains or losses arising from changes in the fair value of investment property are
recognised in profit or loss in the period in which they arise.

Investment property is derecognised cn disposal or when it is permanently withdrawn from use and no
future economic benefits are expected from its disposal. Gains or losses on derecognition represent
the difference between the net disposal proceeds, if any, and the carrying amount and are recognized
in profit and loss in the period of derecognition.

Transfers are made to {or from) investment property only when there is a change in use. For a
transfer from investment property to owner-occupied property, the deemed cost for subsequent
accounting is the fair value at the date of change in use.

¢. Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset's contractual
cash flow characteristics and the Company's business model for managing them. The Company
initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss, transaction costs.

In order for a financial asset to be classified and measured at amortised cost or fair value through
OCI, it needs to give rise to cash flows that are 'solely payments of principal and interest (SPPI) on
the principa! amount outstanding. This assessment is referred to as the SPPI test and is performed at
an instrumental level.

14



Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

3. Significant Accounting Policies (continued)
c. Financial assets (continued}
Subsequent measurement

For purposes of subsequent measurement, the Company's financial assets are classified in the below
categories:

s Financial assels at amortised cost {debt insfrumentis)

« Financial assets at fair value through profit or loss.

Financial assets af amortised cost (debt instruments)

This category is the most relevant to the Company. The Company measures financial assets at
amortised cost if both of the following conditions are met.

o The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows and

e The contractual terms of the financial asset give rise on specified dates fo cash flows that are
solely payments of principal and interest on the principal amount cutstanding.

Financial assets at amortised cost are subsequently measured using the effective interest (ETR)
method and are subject to impairment. Gains and losses are recognised in profit or loss when the
asset is derecognised, modified or impaired.

Financial assefs at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured at fair value. Financial assets are classified as held for trading if
they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading unless they are designated as
effective hedging instruments. Financial assets with cash flows that are not solely payments of
principal and interest are classified and measured at fair value through profit or loss, irrespective of
the business model. Notwithstanding the criteria for debt instruments to be classified at amortised cost
or at fair value through OCI, as described above, debt instruments may be designated at fair value
through profit or loss on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

Financial assets at fair value through profit or loss are carried in the statement of financial position at
fair value with net changes in fair value recognized in the statement of comprehensive income. The
Company holds no financial assets classified under this category.

Derecognition

A financial asset (or, where applicable, a part of financial asset or part of a group of similar financial
assets) is primarily derecognized when:

The rights to receive cash flows from the asset have expired or

The Company has transferred its rights to receive cash flows from the asset or has assumed
an obligaticn o pay the received cash flows in full without material delay to a third party under
a ‘pass-through’ arrangement, and either (a} the Company has transferred substantially all the
risks and rewards of the asset or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the assets, but has transferred control of the asset.

15



Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

3. Significant Accounting Policies {continued)

c. Financial assets {continued)

When the Company has transferred its rights o receive cash flows from an asset or has entered into
a pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards
of ownership. When it has neither transferred nor retained substantially all of the risks and rewards of
the asset, nor transferred control of the asset, the Company continues to recognize the transferred
asset to the extent of its confinuing involvement.

d. Trade and other receivables

Trade receivables comprise amounts due from customers for services performed and rendered in the
ordinary course of business. If collection is expected in one year or less (or in the normal operating
cycle of the business if longer), they are classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less expected credit loss allowance.

The carrying amount of the asset is reduced through the use of an allowance account, and the
amount of the loss is recognised in profit or loss within administrative expenses. When a receivable is
uncollectible, it is written off against the allowance account for trade and other receivables.
Subsequent recoveries of amounts previously written off are credited against profit or loss.

e. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits. Bank overdrafis that are
repayable on demand and form an integral part of the Company’s cash management are included as
a component of cash and cash equivalents for the purpose of the statement of cash flows and are
presented in current liabilities on the statement of financial position.

f. Share capital

Ordinary shares are classified as equity incremental costs directly atiributable to the issue of ordinary
shares are recognised as a deduction from equity, net of any tax effects.

ga. Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an

effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
Financial liabilities af fair value through profit or ioss

Financial Hiabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss.

16



Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

3. Significant Accounting Policies (continued)
g. Financial liabilities (continued)

Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments entered
intfo by the Company that are noi designated as hedging instruments in hedge relationships as
defined by IFRS 9.

Gains or losses on liabilities held for trading are recognized in the statement of comprehensive income

Financial liabilities designated upon initial recognition at fair value through profit or loss are
designated at the initial date of recognition, and only if the criteria in IFRS & are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the
liabilities are derecognized as well as through the EIR amortization process. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. The EIR amoriization is included as finance costs in the statement of
comprehensive income. Loans and borrowings include other financial liabilities, bank overdraft and
frade and other payables.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the recognition of the original liability and the recognition of a
new liability. The difference in the respective carrying amounts is recognized in the statement of profit
or loss,

h. Post-employment obligations

For defined benefit plans, the cost of providing benefits is determined using the projected unit credit
method, with estimations being carried out at the end of each reporting period. Past service cost is
recognised as an expense at the earlier of the following dates (a) when the plan amendment or
curtailment occurs and (b} when the entity recognises relating restructuring costs or termination
benefits. The amount recognised in the statement of financial position represents the present value of
the expected future payments required to settle the obligation resulting from employee service in the
current and prior periods. The service cost and the net interest on the net defined benefit liability are
recognised in profit or loss.

Remeasurements of the net defined liability, comprising actuarial gains and losses are recognised in
other comprehensive income and are not reclassified to profit or loss in a subsequent period.

Actuarial gains and Josses are changes in the present value of the defined benefit obligation resulting
from experience adjustments and the effects of changes in actuarial assumptions. Actuarial
assumptions are an entity's best estimates of the variables that will determine the ultimate cost of
providing postemployment benefits. Due to the non-complex nature of the actuarial assumptions, the
Company did not involve an independent aciuary in the measurement of its post-employment benefit
obligations.
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Malta Freeport Corporation Limited
Notes to the Financial Statements
For the Year Ended 31st December 2023

3. Significant Accounting Policies {continued)
i. Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A
coniract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. To assess whether a contract conveys the
right to confrol the use of an identified asset, the Company uses the definition of a lease In IFRS 18,

Company as a lessee

The Company applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low value assets.

Lease liabilities

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined the Group’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type of
the asset leased.

Lease payments included in the measurement of the lease liability comprise the following when
applicable:

- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index
or rate as at the commencement date;

- amounts expected to be payable under a residual value guarantee; and

- the exercise price under a purchase option that the Group is reasonably certain to exercise,
lease payments in an optional renewal pericd if the Group is reasonably certain fo exercise an
extension option, and penalties for early termination of a lease unless the Group is
reasonably certain not to ferminate early.

Short-term leases and lease of fow-value assets

The Company applies the short-term lease recognition exemption fo its shori-term leases of
equipment (i.e., those leases that have a lease term of 12 months or less from the commencement
date and do not contain a purchase option). it also appiies the lease of low-value assets recognition
exemption to leases of office equipment that are considered to be low value. Lease payments on
short-term leases and lease of low-value assets are recognised as expense on a straight-line basis
over the lease term.

Company as a lessor

Leases in which the Company does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for on a
straight-line basis over the lease terms and is included in revenue in the statement of comprehensive
income due to its operating nature. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognised over the lease
term on the same basis as rental income.
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3. Significant Accounting Policies (continued)
j- Trade and other payables

Trade and other payables comprise obligations to pay for goods or services that have been acquired
in the ardinary course of business from suppliers. Accounts payable are classified as current liabilities
if payment is due within one year or less (or in the normal operating cycle of the business, if longer). If
not, they are presented as non-current liabilities.

k. Government grants

Government grants are recognised where there is reasonable assurance that the grant received, and
all attached conditions will be complied with. Then the grant related to an expense item, it is
recoghised as income on a systematic basis over the periods that the related costs, for which it is
intended to compensate, are expensed. When the grant relates fo an asset, it is recognised as
income in equal amounts over the expected useful life of the related asset.

. Taxation
Current incomne fax

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected o be recovered from or paid to the taxation authorities. The tax rates and tax laws used fo
compute the amount are those that are enacted or substantively enacted by the reporting date of the
statement of financial position.

Deferred income tax

Deferred income tax is provided using the liability method on temporary differences, the tax basis of
assets and liabilities and their carrying values for financial reporting purposes.

Deferred income tax assefs are recognised for all deductible temporary differences, carry forward of
unused tax credits and unused tax losses, to the extent that is probable that taxable profit will be
available against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilised.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred income tax asset to be utiised. Unrecognised deferred income {ax asseis are
reassessed at each reporting date and are recognised to the extent that it has become probable that
future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and deferred income tax liabilities are measured at the tax rates that are
expected to apply {o the year when the asset is realised, or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted at the date of the statement of
financial position.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right

to exist to set off current tax assefs against current income tax liabilities and the deferred income
taxes relate to the same taxable entity and the same taxation authority.
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3. Significant Accounting Policies (continued)

. Taxation (continued)

Value Added Tax

Revenues, expenses and assets are recognised net of the amount of value asses tax except:

o \Where the value added tax incurred on the purchase of assets or services is not recoverable
from the taxation authority, in which case the value added tax is recognized as part of the
asset or the part of the expense item as applicable; and

¢ Receivables and payables that are stated with the amount of value added tax included.

The net value added tax recoverable from, or payable {o, the taxation authority is included as part of
receivables or payables that are stated with the amount of value added tax included.

m. Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will be
required fo settle the obligation and a reliable estimate of the expenditure required to settle the
present obligation at the end of each reporting period.

If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value
of money and, where appropriate, the risks specific to the liability. Provisions are not recognized for
future operating losses.

n. Offsetting of financial instruments

Financial assets and financial liabilities are offset, and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right {o offset the recognized amounts and
there is an intention to seftle on a net basis, to realize the assets and settle the liabilities
simultaneously.

o. Revenue recognition

Revenue is measured based on the consideration specified in contracts with customers and is
recognised as the related performance obligation is satisfied.

Provision of services

Revenue from the provision of security services is recognised over the peried in which the services
are rendered. The Company enters into contracts with customers to provide security services at rates
established in the contract. The provision of security services is one performance obligation which is
satisfied over time and accordingly revenue is recognised over the period of the confract. The
Company elects to apply the practical expedient to not disclose the amount of remaining performance
obligations for contract that meet the requirements of the right to invoice.

Royalty income

Royalty income relates o fees charged to customers based on the quantity of cil dispensed from
storage tanks by the customer (“throughput’). The identified performance obligation is the right of
access for the dispensing of the oil, which is deemed to be one performance obligation satisfied over
time and accordingly, revenue is recognised over the period of the contract. The Company considers
that there is no variable consideration. The Company elects to apply the practical expedient fo not
disclose the amount of the remaining performance obligations for coniracts that meet the
requirements of the right to invoice.
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3. Significant Accounting Pelicies {continued)
o. Revenue recognition (continued)
Other income

Other income related to ad-hoc income eamned by the Company. Payment for such goods or services
is received concurrently with the transfer of these goods or services to customers and accordingly
revenue is recognised at the point of transfer which is recognised at the point in time in which the
customer obtains control of the good or service. The Company considers that there is no carriable
consideration. None of the consideration is conditional, and accordingly no contract asset is
recognised.

Disaggregated revenue

The Company discloses disaggregate revenue information, taking into consideration how information
about the Company's revenue is generally presented.

p. Borrowing costs
Borrowing costs include the costs incurred in obtaining external financing.

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are capitalised from the time that expenditure for these assets and borrowing costs are being
incurred and activities that are necessary to prepare these assets for their intended use or sale are in
progress.

Borrowing costs are capitalised until such time as the assets are substantially ready for their intended
use or sale. Borrowing costs are suspended during extended periods in which active development is
interrupted. All other borrowing costs are recognised as an expense in profit or loss in the period in
which they are incurred.

q. Employee benefits
The Company contributes towards the state pension in accordance with the local legislation. The only
obligation of the Company is to make the required contributions. Costs are expensed in the period in
which they are incurred.

r. Dividends

Dividends payable on ordinary shares are recognised in the period in which they are approved by the
Board of Directors.

s. Operating segments

For management purposes, the Company is organised and managed under a single business
segment that is leasing of land and administration of the Freeport Zone, which is the basis upon which
the Company reports its segment information.

Revenue generated by the Company are from external customers which are companies situated in
Malta. Furthermore, the Company recognised revenue from lease and security services from one
customer amounting to USD 10,063,471 {2022: USD 10,017,903). Likewise, non-current assets, other
than financial instruments, are also situated in Malta.
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f. Fair values

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.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their best
economic interest.

A fair value measurement of a non-financial asset takes into account a market participants’ ability to
generate economic benefits by using the asset in its highest and best use or by selling it fo another
market participant that would use the asset in its highest and best use.

For financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are observable and the significance
of the inputs {o the fair value measurement in its entirety, which are described as follows:

» Level 1 inputs are quoted prices {unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

= Level 2 inputs are inputs, other than gquoied prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

* Level 3 inputs are unobservable inputs for the asset or liability.

For assets and liabilities that are recognised in the financial statements at fair value on a recurring
basis, the Company determines when transfers are deemed to have occurred between levels in the
hierarchy at the end of each reporting period.

4. Judgements in applying accounting policies and key sources of estimation uncertainty

The preparation of the Company's financial statement requires management to make judgements,
estimaies and assumptions that affect the reported amounts of revenues, expenses, assets, and
liabilities, and the accompanying disclosures, and the disclosures of contingent liabilities. Uncertainty
about these assumptions and estimates could result in cutcomes that require a material adjustment to
the carrying amount of assets or liabilities affected in future periods.

Judgements

In the process of applying the Company's accounting policies, management has made the following
judgements which have the most significant effect on the amounts recognised in the financial
statements.

Functional currency

The Company has determined that its functional currency is the USD. It is the currency of the primary
economic environment in which the Company operates given that it is the currency that mainly
influences sales prices for goods and services and the currency in which funds from operating and
financing activities are kept.

Government subvention or interest expense on debenfure loan stock

The Govemment of Malta reimburses the Company on the interest expense on the debenture loan
stock. The accounting for such government subvention requires significant judgement due to the fact
that the Government of Malta is also the Parent company, and grants provided by the Government in
the capacity of a shareholder should not be considered to constitute as a government grant. The
Company determined that the subvention from the Government of Malta qualifies as a government
grant after considering the facts and circumstances attached to it. Accordingly, the Company
recognises the subvention when received, net of the interest expense as disclosed in Note 7.
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4. Judgements in applying accounting policies and key sources of estimation uncertainty
(continued)

Estimates and assumptions

The key assumptions concemning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial vear, are described below. The Company based its
assumptions and estimates on parameters available when the financial statements were prepared.
Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising that are beyond the control of the Company. Such changes
are reflected in the assumptions when they occur.

Fair value of investment property

The determination of the fair value of investment property at the end of each reporting period required
the use of significant management estimates. Details of key assumptions are disclosed in Note 13 fo
the financial statements. Other than as disclosed above, in the process of applying the Company’s
accounting policies, management has made no judgements which can significantly affect the amounts
recognised in the financial statements and, at the end of each reporiing period, there were no key
assumptions concerning the future, or any other key sources of estimation uncertainty, that have a
significant risk of causing a material adjustment {o the carrying amounts of assets and liabilities within
the nexi financial year.

5. Revenue

Revenue represents the amount received or receivable for services rendered during the year, net of
any indirect taxes as disclosed below:

2023 2022

UspD UsD
Rental income (i} 10,248,816 10,253,529
Security service fees (ii) 1,762,136 1,531,187
Royalties (ii) 439,268 492,683
Other income (jii) 439,598 403,418

12,889,818 12,680,817

Disaggregated revenue information

i.  Rental income Is accounted for on a straight-line basis over the lease terms and is included in
revenue in the statement of comprehensive income due to its operation nature.
ii. Revenue from security service fees and royalties is generated from one geographical region,
being Malta, and has the same timing of revenue recognition — being recognised over time.
iii. Revenue from other income is generated from one geographical region being Malta, and has
the same timing of revenue recognition — being recognised at the point in time when controi is
passed to the customer.
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6. Interestincome

Interest income on bank deposits
Interest on loans and receivables

7. Finance costs

Interest payable on debenture stock
Interest on bank balance

Less: government subvention (Note 4)

2023 2022

USD usD
6,232,878 655,437
1,298,284 1,670,450
7,632,162 2,325,887
2023 2022

usD Usb
18,225,694 18,225,684
90 64
18,225,784 18,225,758
(18,225,694) {18,225,694)
90 64

Interest payable on debeniure loan stock is charged to the Government of Malta as per government

subvention, also referred to in Note 4 and 18.

8. Profit before tax

This is stated after charging:

Depreciation of property, plant and equipment
Fees paid to the auditors for audit services and tax compliance

9. Staff costs and empioyee information

Wages and salaries
Social Security costs
Directors’ remuneration

2023 2022

uUsD usp

58,112 61,623

4,719 4,597
2023 2022
UsD usp
2,928,792 2,697,561
208,586 204,437
123,481 123,295
3,260,859 3,025,283
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9. Staff costs and employee information {continued)

The average number of persons employed during the year including all board members, was made up

as follows:

Administration and finance
Operational

10. Other income and fair value movement in financial investments

Capital gains on financial investments
Realised (losses) / gains on currency SWAP agreements

11. Current income tax

Current tax:
Malta corporate tax at 35%
Income tax at 15%

Deferred tax (Note 24)

Income tax expense for the year

2023 2022

14 15

99 103

113 118
2023 2022
usD uUsD
- 1,604,994
- 118,055
- 1,723,048
2023 2022
usD UsSD
1,448,377 377,248
1,879,259 1,681,700
3,325,636 1,958,948
1,657,832 784,853
4,983,468 2,743,801
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11. Current income tax (continued)

Tax applying the statutory income tax rate and the income tax expense for the year are reconciled as

follows:

Profit before tax

Tax at the applicable rate of 35%

Tax effect of:
Income subject to 15% tax

Profit and loss transactions not allowable for tax purposes
Unrealised DOE and FV movemenis
Exempt Income

Fair value movement in investment property subject o 10%

Fair value movement in cross-currency swap
Capital allowances absorbed

Movement in deferred tax

income tax expense for the year

Below is a reconciliation of the current tax payable:

Balance brought forward

Current tax:

Malta corporate tax at 35%

Income tax at 15%

Tax payments:

Tax at source on interest income and financial investmenis
Tax refunded

Settlement tax

Provisional tax

2023 2022
usD UsD
27,259,129 26,900,292
9,540,695 9,415,102
(2,505,679) (2,303,717)
114,842 (607,751)
(440,382) -

(12,133) (1,789,245)
(4,644,820) (2,755,439)
1,296,101 -

(22,988) -
1,657,832 784,851
4,983,468 2,743,801
2023 2022

usb UsD
(866,328) (2,304,978)
(1,446,377) (377,248)
(1,879,259) (1,581,700)
341,937 43,670
(733,781) -
1,538,029 3,030,260
1,889,175 323,668
(1,156,604} (866,328)

26



Malta Freeport Corporation Limited
Notes to the Financial Statements (continued)
For the Year Ended 31st December 2023

12. Property, plant and equipment

Plant & Motor Assets under Total
Machinery Vehicles Construction
usbD uspo uspD uso
Cost
As at 01 January 2022 3,270,659 227,633 524,160 4,022,452
Additions 531,924 - 1,276,374 1,808,298
As at 31 December 2022 3,802,583 227,633 1,800,534 5,830,750
Depreciation
As at 01 January 2022 {2.543,358) (227,633) - (2,770,992)
Depreciation charge {61,625) - - (61,625)
As at 31 December 2022 {2,604,984) (227,633) - (2,832,617)
Net Book Value
As at 31 December 2022 1,197,598 - 1,800,534 2,988,133
Plant & Motor Assets under Total
Machinery Vehicles Construction
usD uspb usD uspo
Cost
As at 01 January 2023 3,802,583 227,633 1,800,534 5,830,750
Additions 129,168 - 1,110,126 1,239,284
Disposals - (191,714) - (191,714)
As at 31 December 2023 3,831,751 35,919 2,910,660 6,878,330
Depreciation
As at 01 January 2023 (2,604,984} (227,633) - (2,832,617)
Depreciation charge (58,110) “ - {58,110)
Released on disposal - 191,714 - 191,714
As at 31 December 2023 (2,663,094} {35,919} - {2,699,013)
Net Book Value
As at 31 December 2023 1,268,857 - 2,910,660 4,179,317

As at 31 December 2023, the Company had an asset under construction amounting to USD
2,910,660 (2022: USD 1,800,534). This pertains to the construction costs incurred by the Company
for a project being built on its land, which is expected to be transferred to a lessee after completion as
part of the lease agreement existing among both parties.
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13. Investment property

The fair value of the Company's investment property comprises of two components as follows:

As at1 As at 31

January Movement December

2023 2023

usbD UsD uspD
Investment property 427,578,081 13,346,449 440,924,530
Accrued income (i) 59,867,075 (75,534) 59,791,541

As at 31 December 2023 487,445,156 13,270,915 500,716,071

The accrued income component relates to the difference between the rental income for the period
as agreed between the parties and the recognition of such rental income on a straight-line basis.

Investment
Properties
usp
Fair value
As at 1 January 2022 482,333,029
Increase in fair value 5,187,661
Movement in accrued income (75,534)
As at 1 January 2023 487,445,156
Increase in fair value 13,346,449
Movement in accrued income {75,534)

As at 31 December 2023 500,716,071
In October 2004, the Company leased out most of its investment property for a 30-year period. At that
date a concession to operate both container terminals was granted for the same periocd. On 4
February 2008, the above agreement was amended, and the lease was subsequently extended to 35
years. By virtue of a deed of amendment the lease was revised for the five years commencing 5
October 2011. Furthermore, subject to certain irrevocable obligations, the lessee has the option to
extend the lease by an additional period of 30 years, at rates already determined, at any time on/or
before the date falling four years prior to expiry of the thirty-fifth year. On 19 August 2015, the lesses
gave nofice to the Company that it has satisfied the required obligations as per license agreement and
therefore wanted to exercise the option to extend the lease for another 30 years and on 14 August
2017, the Company and the lessee signed an agreement to officially formalize the extension of the
license and the lease for another 30 years.

The Company has other lease agreements for the remaining of its investment property as well as
other revenue streams including revenue based on volume through-put income and security fees. The
other lease agreements will expire between years 2035 to 2060. The effectivily of the [eases is
subject to the licenses granted by the Company to operate in the Freeport Zone.

The fair value of the Company’s investment property was determined by management on the basis of:
« The present value of future net cash flows, that is the discounted value of future cash inflows
from existing contractual agreements less the discounted value of future cash outflows, including
operating cost and taxation; and
* The net present value of historic and confractual infrastructural and superstructure investments
undertaken by operators for the benefit of the Company after the termination of the existing
leases.
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13. Investment property (continued)

A key assumption underiying the valuation is the determination of an appropriate discount rate. A rate
that ranges between 5.5% and 9.5% (2022: same) has been used in the valuation.

On the basis of these assessment, and after having taken account of any changes to future cash
flows, the Company reported an increase in the value of the investment property of USD 13,383,064
(2022: increase of USD 5,187,661).

In estimating the fair value of the properties, the highest and best use of the properties is their current
use.

The Company’s fair value measurements are categorised as Level 3 since they are based on
significant unobservable inputs. As described above the values were arrived at using discounted cash
flows. The most significant unobservable data related to the discount rate factor used. The higher the
discount rate the lower the fair value.

During the current year the Company has made no transfers between fair value levels.

Company as a lessor

Operating leases relating to the invesiment property owned by the Company are for varying lease
terms. The lessees do not have the option to purchase the property at the expiry of the lease period.
The income earned under the operation leases amounted to USD 10,248,816 {2022: USD
10,253,529).

14. Loans and receivables

This represents the outstanding consideration for the entire equity sold in 2004 of Malta Freeport
Terminals Limited, which bears interest at 4% per annum and is repayable in 30 equal instalments.

2023 2022

usb usSpD
Receivable from third party 36.095.040 38.983 693
Less: provision for expected losses (91,863) (108,865)

36,003,177 38,874,828
Less: amounts recoverable within one year (3.004,198) (2,888,652)
Amounts recoverable after one year 32 998.979 35 986 176
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15. Trade and other receivables

2023 2022
UsSD usD
Trade receivables 866,841 704,920
Allowance for expected credit losses (16,975) (16,975)
849,866 687,945
Prepayments and accrued income 671,622 321,050
Advance deposit - 1,847
Other receivables 10,923 776
Amounts due from Government (Note 4) 111,629 -
1,644,040 1,011,618

The amount due from Government is unsecured, interest free and has no fixed date of repayment.

16. Derivative instrument at fair value

2023 2022
uUsb usb
Derivative assets / (liabilities)
Cross-currency interest rate swap (note i.) 2,316,952 6,020,689
Cross-currency swap {note ii.} 1,174,351 1,201,280
3,491,303 7,221,969
{Loss) f Gain on valuation of derlvative instruments (3,730,666) 7,872,682

In January 2017, the company entered into a cross-currency interest rate swap with a
counterparty, for the exchange interest at 7.25% of USD 250,000,000 Debenture Loan Stock
to 6.426% of EUR 238,027,230. The agreement does not include the exchange of the
principal amounts at the termination date of the swap. As disclosed in Note 7, the interest on
this instrument is being borne by the Government of Malta. As the company reports in USD
and the swap liability is in Euro, any exchange rate fluctuation exposure will crystallise on the
maturity of the instrument in 2028 or before, subject to the option held by the counterparty. In
2004 and going forward, the Government of Malta has indemnified the Company for any
losses that could arise from the interest rate differential on the cross-currency interest rate
swap. Such a loss may only arise if the instrument is not held to maturity.

For the cross-currency interest rate swap, the Company on its part provided the counterparty
with a cash collateral which balance as at 31 December 2023 amounted to USD 15,640,000
(2022: USD 15,640,000). The counterparty has an obligation to return the collateral upon
termination of the swap. The counterparty has latitude in setting the amount of collateral
required, depending on the mark-to-market valuation of the swap.

In November 2022, the Company engaged in a cross-currency swap agreement with a
counterparty, Under the terms of this financial arrangement, the Company undertook to
exchange the principal sum of $35,332,480 for a corresponding amount of €32,000,000. This
transaction was initiated to enable the Company to invest the €32,000,000 in suro-
denominated notes, bearing an interest rate of 10%, with a maturity pericd of 5 years, and a
redemption option exercisable after 4 years.
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16. Derivative instrument at fair vatue {continued}

In adherence to the agreement, the Company furnished the counterparty with a cash collateral, the
balance of which, as of 31 December 2023, stood at $10,000,000 (2022: $10,000,000). This cash
coliateral is held by the counterparty, and it accrues interest at a rate of 2.5%.

This cross-currency swap represents a financial instrument employed by the Company to manage its
currency exposure, diversify its investment portfolio, and optimise its capital allocation strategy.

17. Trade and other payables

2023 2022

UsSD UsD
Trade payables 141,106 170,153
Amounts due to Government (Note 4) - 98,534
Other payables 481,772 475,970
Accruals and deferred income 2,829,522 2,382,243
Other accruals 1,185 1,688
Advance payment 45 1,688

3,453,630 3,130,276

The amount due to Government is unsecured, interest free and has no fixed date of repayment.

18. Bank overdrafis

The bank overdraft bears interest of 1.6% per annum over the 3-month EURIBOR rate and is secured
with a guarantze given by the Government of Malta. At 31 December 2023, the Company had

available batance of USD 1,823,250 (2022: USD 1,759,890) under its commiited bank overdraft
facility. None of this balance was drawn as at 31 December 2023 (2022: none).

19. Other financial liabilities

2023 2022

uUsD UsD
7.25% (2022: 7.25%) USD Debenture Loan Stock 2028 250,000,000 250,000,000

20. Post-employment benefits

2023 2022

usD UsD
Balance as at 1 January 381,134 877,201
Settlements (50,767) {(40,855)
Effect on translation to USD 16,502 (56,770)
Movement for the year 177,463 (398,442)
Balance as at 31 December 524,332 381,134
Less: amounts due for settfement within 12 months - -
Amounts due for settlement after 12 months 524,332 381,134
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24. Share Capital

2023 and 2022
Issued and
Authorised called up
UsD usb
?,976,128 ordinary shares of USD 1 each all of which have been 2976128 2,976,128
issued and called up
22. Cash and cash equivalents
2023 2022
usb usb
Cash at bank and in hand 102,774,788 88,825,707
Cash and cash equivalents in the cash flow statement 102,774,788 89,825,707

Cash at bank earns interests at floating rates based on bank deposit rates. The interest rate on the
bank overdraft is disclosed in Note 18.

As at 31 December 2023, an amount of USD 15,640,000 (2022; USD 15,640,000) disclosed as cash
and cash equivalents is held as cash collateral in connection to the Company's cross-currency
interest rate swap as described in Note 18. In addition, a further amount of USD 10,000,000 {2022:
UsD 10,000,000) disclosed as cash and cash equivalents is held as cash collateral in connection with
the Company's currency interest rate swap as described in Note 16.

23. Financial investments

2023 2022

UsD USsD
10% senior non-preferred notes 2027 35,360,000 34,131,200
BOV T-Bills 977,452 -
Total financial investments 36,337,452 34,131,200

As at 31 December 2023
The Company held €32,000,000 senior non-preferred notes with a fair value of USD 35,360,000,
These senicr non-preferred notes were rated as BBB-.

During the year, the Company purchased three treasury bills for a total of USD 2,402,454, These
treasury bills carried a yield ranging from 2.5% to 3.45%. Two treasury bills matured and were repaid
during the year. As at 31 December 2023, the Company held one treasury bill with a maturity date of
11 April 2024,

As at 31 December 2022

The Company held €32,000,000 senior non-preferred notes with a fair value of USD 34,131,200,
These senior non-preferred notes were rated as BBB-,
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24, Deferred tax

Opening Recognised Closing
Balance in Profit or Balance
Loss
uspD usoD usD
2023
Arising in temporary differences
Property, plant and equipment {249,820) (67,093) (316,913)
Investment praperty (42,757,807) (1,334,645) {44,092, 452)
Accrued income (8,980,082) 11,331 {8,968,731)
Provisicns 215,545 {109,388) 106,157
Unabsorbed capital allowances 66,911 (158,038) (91,125)
(51,705,233)  (1,657,831) (53,363,064)
2022
Arising in temporary differences
Property, plant and equipment {153,058) {96,762) {249,820)
invesiment property (42,239,041) (518,766) (42,757,807)
Accrued income (8,991,392) 11,330 (8,980,062)
Provisions 463,111 (247,565) 215,545
- 66,911 66,911
{50,820,380) {784,853) {51,705,233)
25. Related party disclosures
2023:
Related Total %
Party Staff
Activity Costs
UsD usD
Key management personnel 126,481 3,260,859 3.88
2022:
Related Total %
Party Staff
Activity Costs
UsoD usb
Key management personnel 123,295 3,025,283 4.08

As highlighted in Note 2 to the financial statements, the Government of Malta is the Parent Company

of Malta Freeport Corporation Limited.

The key management personnel expense refers to the remuneration of the Directors.

In the year under review the Company incurred interest of USD 18,225,694 (2022: USD 18,225,694)
which, as illustrated in Note 7 was borne by the Government of Malta. The amounts owed to/from the
Government of Malta are disclosed in Notes 15 and 17. These amounts refer to recharges for the
settlement of liabilities made by the Government on behalf of the Company and vice versa. These

amounts are unsecured, interest free and will be settled in cash. No guarantees have been given.
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25. Related party disclosures {continued)

As disclosed in Note 16, the Government of Malta has Indemnified the Company for any losses that
could arise from the interest rate differential and on any losses that could arise if the instrument is
terminated before its maturity. The Government of Malta is also providing guarantees for the
Company's debenture loan and overdrafts as illustrated in Notes 18 and 19.

26. Fair values on financial assets and financial liabilities

At 31 December 2023 and 2022 the carrying amounts of financial assets and financial liabllities that
are not measured at fair value and that are classified with current assets and current liabilities
respectively approximated their fair values due to the short-term maturities of these assets and
liabilities.

Derivative financial instruments are measured at their fair values. The Company has two financial
assets at fair value through profit or loss, consisting of a cross-currency interest rate swap. The fair
value of the derivative instruments is disclosed in Note 18.

The fair value of the cross-currency interest rate swap represents the present value arising from
interest rate differentials between the currencies on the respective nominal values translated at the
appropriate exchange rate.

27. Financial risk management

The main risks arising from the Company’s financial statements are credit risk, foreign currency risk,
interest rate risk and liquidity risk.

Credit risk

The exposures to risk and the way risks arise, together with the Company's objectives, policies and
processes for managing and measuring these risks are disclosed in more detail below.

Where possible, the Company aims to reduce and control risk concentrations. Concentrations of
financial risk arise when financial instruments with similar characteristics are influenced in the same
way by changes in economic or other factors. The amount of the risk exposure associated with
financial instruments sharing similar characteristics is disclosed in more detail in the notes to the
financial statements.

Financial assets which potentially subject the Company to concentrations of credit risk consist
principally of trade receivables, loans and receivables, and cash at bank.

Credit risk with respect to trade receivables is limited due to credit contirol procedures in place.
Receivables are presented net of an allowance for doubtfui debts. An allowance for doubtfui debts is
made where there is an identified loss event which, based on previous experience, is evidence of a
reduction in the recovarability of the cash flows. The Company assesses the credit quality of its trade
receivables by taking into account their financial standing and past experience. Management
considers the credit quality of its trade receivables as being acceptable. These financial assets do not
include any material balances with past defauit experience.

Credit risk with respect to the long-term receivable amounting to USD 36,095,040 (2022: USD
38,983,693) (disclosed in Note 14) is not deemed to be significant by the directors as there are no
indicators that the party is not in a position to meet its obligations. This loan is also guaranteed by the
counterparty's related party. Both the counterparty and the guarantor operate mainly in the shipping
industry. Their credit risk currently stands at BB+ {2022: BB+).

Cash at bank is placed with reliable financial institutions. The majority of the Company's bank
balances are placed with reputable banks.
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27. Financial risk management {continued)

The carrying amount of financial assets recorded in the financial statements, which is net of
impairment losses, represents the Company's maximum exposure to credit risk.

Foreign currency risk

Foreign currency transactions arise when the Company buys or sells goods or services the price of
which are denominated in a foreign currency, borrows or lends funds when the amounts payable or
receivable are denominated in a foreign currency or acquires or disposes of assets, or incurs or
settles liabilities, denominated in a foreign currency. Foreign currency transactions comprise of mainly
transactions in Euro.

The Company is exposed to foreign exchange risk primarily on its monetary assets and liabilities,
some of which are denominated in different currencies than the functional currency. The majority of
the Company’s future income streams are contracted for in USD whilst operating expenses are
expected to be incurred in Euro.

In 2004 the Company entered into a cross-currency Interest rate swap converting its 7.25%
USD250,000,000 Debenture Loan Stock fo 6.991%Fur 200,754,838, Such cross-currency interest
rate swap was terminated in January 2017. A new cross-currency interest rate swap with a different
counierparty was entered in the same month, for the exchange of interest at 7.25% of
USD250,000,000 Debenture Loan Stock to 6.426% of Eur238,027,230.

As the Company reports in USD and the swap liability is in Euros, any exchange rate fluctuation
exposure will crystalise on the maturity of the instrument in 2028 or before, subject to the option held
by the counterparty.

Interest rate risk

The Company has issued debenture loans to finance its operations as disclosed in Notes 18 and 19
respectively. The interest rates thereon are disclosed accordingly. The Company has also entered
into a cross-currency interest rate swap converting its USD fixed interest on its debenture loans to
fixed interest denominated in Euro as disclosed in Note 16.

The Company earns interest on its long-term receivables and on its bank depaosits as disclosed in
Note 6.

As detailed in the Notes to these financial statements, the interest payable on the 7.25% debenture
loans and the net interest rate differential on the cross-currency interest rate swap is borne by the
Government of Malta; thus, the effect on the Company’s statement of comprehensive income is nil in
respect thereof. As disclosed in Note 7, the Government of Malta has indemnified the Company for
any losses that could arise from the interest rate differential on the cross-currency interest rate swap.
Such a loss may only arise if the instrument is not held to maturity. The Company is not exposed to
fair value risk on other financial instruments carrying a fixed rate of interest since these are carried at
amortised cost. The Company is exposed to cash flow interest rate risk on financial instruments
carrying a floating rate of interest.

Management monitors the movement in interest rates and, where possible, reacts to material
movements in such rates by adjusting its selling prices or by restructuring its financing structure.

Sensitivity analysis

For financial instruments held or issued, the Company has used a sensitivity analysis technique that
measures the change in the fair value and cash flows of the Company's financial instruments at the
reporting date for hypothetical changes in the relevant market risk variables. The amounts generated
from the sensitivity analysis are forward-looking estimates of market risk assuming certain market
conditions. Actual results in the future may differ materially from those projected results due to the
inherent uncertainty of global financial markets.
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27. Financial risk management (continued)
Sensitivity analysis (continued)

The estimated change in cash flows solely in relation to the cash at bank and the debenture foan
stock for changes in market interest rates are based on an instantanecus increase or decrease of 100
basis points at the reporting date, with all other variables remaining constant.

The estimated change in cash flows solely in relation to the swap for changes in the EUR/USD
exchange rate is based on an instantaneous increase or decrease of 1 per cent in EUR, with all other
variables remaining constant.

Liquidity risk

The Company monitors and manages its risk to a shortage of funds by monitoring forecast and actual
cash flows.

In January 2017, the Company enfered into a cross-currency interest rate swap with a counterparty,
for the exchange of interest at 7.25% of USD 250,000,000 Debenture Loan Stock to 6.426% of EUR
238,027,230. The agreement does not include the exchange of the principal amounts at the
termination date of the swap. As disclosed in Note 7, the interest on this instrument is being borne by
the Government of Malta.

The following maturity analysis for financial iabilities shows the remaining contractual maturities using
the contractual undiscounted cash flows on the basis of the earliest date on which the Company can
be required to pay. The analysis includes both Interest (to the extent that these are not borne by the
Government of Malta as stipulated above) and principal cash flows.

Capital risk management

The Company’s objectives when managing capital are to safeguard its ability to continue as a going
concern and to maximise the return to stakeholders through the optimisation of the debt and equity
batance.

The capital structure of the Company consists of items presented within equity in the statement of
financial position.

The Company's directors manage the Company's capital structure and make adjustments to it, in light
of changes in economic conditions. The capital structure is reviewed on an ongoing basis. Based on
recommendations of the directors, the Company balances its overall capital structure through the
payments of dividends, new share issues as well as the issue of new debt or the redemption of
existing debt.

The Company's overall strategy remains unchanged from the prior year.

28. Distribution made and proposed

2023 2022
UsSD uUsb
Cash dividends declared and paid
Final cash dividend for 2023: USD 0.354 per share 1,052,783 1,006,800

Proposed dividends on ordinary shares are subject to approval at the annual general meeting and are
not recognised as a liability as at 31 December 2023.
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29. Post Balance Sheet Events

There were no subsequent events which would require an adjustment or disclosure in the financial
statements of the Company.

30. Capital commitments
As at 31 December 2023, the Company had capital and other expenditure contracted but not yet

provided for in the financial statements of €38,455,850 (2022: €28,000,000). This commitment
includes an amount of €10,455,850, which will be 70% financed by the European Unijon.

31. Comparative figures

Certain comparative information disclosed in these financial statements have been reclassified fo
conform with the current year's presentation.
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Rental income
Other income
Royalties
Security fees

Staff costs
Other administrative expenses

2023 2022

UsD usD
10,248,816 10,253,529
439,598 403,418
439,268 492,683
1,762,136 1,531,187
12,889,818 12,680,817
(3,260,859) (3,025,283)
(571,363) (668,228)
9,057,596 8,987,306
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Staff Costs and Administrative Expenses
For the year ended 31st December 2023

Staff costs
Directors’ emoluments
Wages and salaries

Other administrative expenses
Audit fee

Depreciation

Insurance

Motor vehicles expenses
Professional fees
Promotional and travelling
Corporate Social Responsibility project expenses
Repairs and maintenance
Staff costs and training
Stationery and printing
Sundry expenses
Telecommunication expenses
Bank charges

Water and electricity

2023 2022
usp ushD
123,481 123,295
3,137,378 2,901,988
3,260,859 3,025,283
4,719 4,597
58,112 61,623
91,050 78,563
69,625 62,350
153,883 162,523
35,265 20,410

- 6,820
23,892 23,237
41,454 42,777
14,082 14,305
29,375 10,905
7,632 8,083
31,693 159,714
10,581 12,321
571,363 668,228
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" PKF PKF Malta Limited

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Malta Freeport Corporation Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Malta Freeport Corporation Limited (the
“Company”), set out on pages 7 to 37 which comprise the statement of financial position as at 31
December 2023, and the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Company as at 31 December 2023, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by the
European Union and have been prepared in accordance with the requirements of the Companies Act,
1995 (Cap. 386, Laws of Malta) (the “Act”).

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.

Key Audit Matters

We have fulfilled the responsibilities described in the Auditors’ responsibilities for the audit of the
financial statements section of our report including in relation to these matters. Accordingly, our audit
included in the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. These results of our audit procedures, including the
procedures performed to address the matter below, provide the basis of our audit opinion on the
accompanying financial statements.

Valuation of Investment property

The investment property represents a significant part of the Company’s total assets (73%) and is
valued at fair value which amounted to $501 million as at 31 December 2023.

Management is determining fair value of its investment property on an annual basis. The fair value is
determined on the basis of the present value of future net cash flows, this is the discounted value of
future cash inflows from existing contractual agreements less the discounted value of future cash
outflows, including operation costs and taxation, and the net present value of historic and contractual
infrastructural and superstructure investments undertaken by operators for the benefit of the Company
after the termination of the existing leases. The valuation is highly sensitive to key assumptions used
in the valuation.

PKF Malta Limited « Co. Reg. C 83908 « Registered Auditor « Accountancy Board Reg: AB/2/19/01 « VAT: MT25858012
15, Levels 3-4 Mannarino Road -« Birkirkara - BKR 9080 - Malta « +356 2148 4373 « info@pkfmalta.com » www.pkfmalta.com

PKF Malta Limited is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate
and independent legal entity and does not accept any responsibility or liability for the actions or inactions of any individual member or
correspondent firm(s).
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To the Shareholders of Malta Freeport Corporation Limited

Other Information

The directors are responsible for the other information. The other information comprises the directors’
report. Our opinion on the financial statements does not cover this 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 the Malta Freeports Act (Cap, 334) and article 177 of the Maltese Companies
Act (Cap. 386). Based on the work we have performed in our opinion:

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

e the directors’ report has been prepared in accordance with the Maltese Companies Act (Cap.
386) and Malta Freeports Act (Cap, 334).

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.

Responsibilities of the Directors and Those Charged with Governance

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

PKF Malta Limited = Co. Reg. C 83908 - Registered Auditor « Accountancy Board Reg: AB/2/19/01 « VAT: MT25858012
15, Levels 3-4 Mannarino Road - Birkirkara + BKR 9080 - Malta « +356 2148 4373 - info@pkfmalta.com - www.pkfmalta.com

PKF Malta Limited is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate
and independent legal entity and does not accept any responsibility or liability for the actions or inactions of any individual member or
correspondent firm(s).
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Malta Freeport Corporation Limited

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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

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

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

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

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

Report on Other Legal and Regulatory Requirements

Pursuant to the Malta Freeports Act (Cap, 334) and articles 179 (10) and 179 (11) of the Maltese
Companies Act (Cap. 386) Act, we also have responsibilities to report to you if, in our opinion:

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

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

e We have not received all the information and explanations we require for our audit.

PKF Malta Limited « Co. Reg. C 83908 + Registered Auditor + Accountancy Board Reg: AB/2/19/01 « VAT: MT25858012
15, Levels 3-4 Mannarino Road * Birkirkara « BKR 9080  Malta « +356 2148 4373 - info@pkfmalta.com » www.pkfmalta.com

PKF Malta Limited is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate
and independent legal entity and does not accept any respansibility or liability for the actions or inactions of any individual member or
correspondent firm(s).
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Malta Freeport Corporation Limited

Report on Other Legal and Regulatory Requirements (Continued)
We have nothing to report to you in respect of these responsibilities.

The principal in charge of the audit resulting in this independent auditor's report is Mr George
Mangion for and on behalf of:

11t September 2024

PKF Malta Limited * Co. Reg. C 83908 - Registered Auditor * Accountancy Board Reg: AB/2/19/01 = VAT: MT25858012
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PKF Malta Limited is a member of PKF Global, the network of member firms of PKF International Limited, each of which is a separate
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