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Malta Freeport Corporation Limited

Directors’ report
Year ended 31 December 2012

The directors present their report and the audited financial statements of the company for
the year ended 31 December 2012.

Principal activities
Malta Freeport Corporation Limited fulfills the role of landlord and authority over the
Freeport zone.

Financial and operational review

During the year under review the company reported an increase in revenue of
USD1,712,057 from USDS8,106,364 reported in 2011 to USD9,818,421 reported in 2012,
The increase in the fair value of the company’s investment property amounted to
USDI16,515,530 during the year ended 31 December 2012 compared to an increase of
USD14,160,000 reported last year. In the year under review the company reported a loss
on its cross currency interest rate swap agreement which loss amounted to
USDS5,119,248 whilst in 2011 the company reported a gain of USDS8,491,929 on the
same agreement. The profit before tax for the year amounted to USD21,045,196
compared to a profit before tax of USD30,761,027 reported last year.

The company’s net assets at the end of the reporting period amounted to
USDI100,265,050 (2011 — USD84,451,867).

Result and dividends

The result for the year ended 31 December 2012 is shown in the statement of
comprehensive income on page 5. The profit for the year after taxation was
USD15,813,183. The directors do not propose the distribution of a dividend.

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.

Directors

The directors who served during the period were:

Robert Sarsero (Chairman - appointed 13 May 2013)
Mario Grima (appointed 13 May 2013)

Ronnie Pellegrini (appointed 13 May 2013)

Mark Portelli (resigned 13 May 2013)

Carmel Vassallo (resigned 13 May 2013)

Francesca Grech (resigned 13 May 2013)

In accordance with the company's memorandum of association, all the directors retire
and, being eligible, offer themselves for re-election.

Auditor
A resolution to reappoint Deloitte Audit Limited as auditor of the
pro d at the forthcoming annual general meeting,

ompany will be




Malta Freeport Corporation Limited

Statement of directors’ responsibilities

The directors are required by the Companies Act (Chap. 386) to prepare financial
statements in accordance with International Financial Reporting Standards as adopted by
the EU which give a true and fair view of the state of 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:

e select suitable accounting policies and apply them consistently;

e make judgments and estimates that are reasonable; and

o prepare the financial statements on a going concern basis, unless it is
inappropriate to presume that the company will continue in business as a going
COncern.

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 (Chap. 386). This responsibility includes designing, implementing and
maintaining such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due
to fraud or error. The directors are also responsible for safeguarding the assets of the
company, and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.




Malta Freeport Corporation Limited

Statement of comprehensive income

Year ended 31 December 2012

Revenue

Staff costs

Other administrative costs

Gains on exchange

Fair value movement in investment property
(Loss)/gain on cross currency

interest rate swap

Investment income

Finance costs

Profit before tax
Income tax expense

Profit and total comprehensive
income for the year

Notes

2012
uspb

9,818,421
(1,995,562)
(623,615)
34,294
16,515,530

(5,119,248)
2,668,901
(253,525)

21,045,196
(5,232,013)

15,813,183

2011
USD

8,106,364

(2,190,283)

(298,619)
293,973
14,160,000

8,491,929
2,647,958
(450,295)

30,761,027
(4,541,412)

26,219,615




Malta Freeport Corporation Limited

Statement of financial position

31 December 2012

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment
Investment property
Long-term receivables
Deferred tax asset

Current assets

Trade and other receivables
Current tax asset

Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables

Bank overdraft and loans

Provision for liabilities and other charges

Non-current liabilities

Other financial liabilities

Derivative instrument at fair value

Bank loans

Provision for liabilities and other charges
Deferred tax liability

Total liabilities

Net assets

Notes

12
13
15
16

17
11
25

19
20
22

21
18
20
22
23

2012
usbD

269,213
317,062,000
60,461,780
1,852,579

379,645,572

6,677,277
1,523,415
28,108,065

36,208,757

415,854,329

7,088,925
1,968,866
60,521

9,118,312

250,000,000
14,875,932
2,516,019
1,031,577
38,047,439

306,470,967
315,589,279

100,265,050

2011
UsSD

348,443
300,546,470
62,413,251
5,088,086

368,397,250

10,534,844
1,523,415
18,857,230

30,915,489

399,312,739

8,521,501
3,897,162
349,896

12,768,559

250,000,000
9,756,684
5,228,983
1,041,071

36,085,575

302,092,313
314,860,872

84,451,867




Malta Freeport Corporation Limited

Statement of financial position (continued)
31 December 2012

Notes 2012 2011
usoD usD
EQUITY

Share capital 24 2,976,128 2,976,128
Reporting currency conversion difference 759,548 759,548
Retained earnings 96,529,374 80,716,191
Total equity 100,265,050 84,451,867
e ———————————— ]

These financial statements were approved by the board of directors, authorised for
issue on 26 June 2013 and signed on its behalf by:

Rolert Sarsero
Chairman

Rate of exchange as at 31 December 2012: EURI = USD1.3194 (31 December 2011: EURI: USD1.2939)




Malta Freeport Corporation Limited

Statement of changes in equity
Year ended 31 December 2012

Reporting
currency
Share conversion Retained
capital difference earnings Total
usp uUsD uspb usp
Balance at 1 January 2011 2,976,128 759,648 54,496,576 58,232 252
Profit and total comprehensive
income for the year - - 26,219,615 26,219,615
Balance at 1 January 2012 2,976,128 759,548 80,716,191 84,451,867
Profit and total comprehensive
income for the year - - 15,813,183 15,813,183
Balance at 31 December 2012 2,976,128 759,548 96,529,374 100,265,050

Reporting currency conversion difference

The reporting currency conversion difference emanated from the translation of assets
and liabilities in 1999 when the company changed the denomination of its share capital
from Maltese Liri to US Dollars by applying the provisions of the Eighth Schedule of
the Companies Act (Chap. 386).




Malta Freeport Corporation Limited

Statement of cash flows
Year ended 31 December 2012

Cash flows from operating activities
Profit before tax

Adjustments for:

Depreciation

Fair value movement in
Cross-currency swap

Fair value movement in
investment property

Unrealised difference on exchange
Increase in provisions

Interest income

Net interest expense

Operating profit before working

capital movements

Movement in trade and other receivables
Movement in trade and other payables

Cash flows from operations
Interest paid

Taxation paid

Retirement benefits paid

Net cash flows from operating activities
Cash flows from investing activities
Payments to acquire property,

plant and equipment

Interest received

Net cash flows from investing activities
Cash flows from financing activities
Movement in bank loan

Movement in long-term receivables
Net cash flows from financing activities
Net movement in cash and cash

equivalents

Cash and cash equivalents at the
beginning of the year

Cash and cash equivalents at the
end of the year

Note 2012 2011
uUso usbD
21,045,196 30,761,027
84,017 82,758
5,119,248 (8,491,929)
(16,515,530)  (14,160,000)
(34,294) (293,974)
{275,966) (463,809)
(2,668,901)  (2,647,958)
253,525 450,295
7,007,295 5,236,410
3,957,567 3,820,745
(1,022,606) 1,983,999
9,942,256 11,041,154
(253,525) (450,295)
(14,642) (4,993)
(22,903) (16,305)
9,651,186 10,569,561
(3,787) (282,155)
2,258,931 2,665,358
2,255,144 2,383,203
(4,629,251) (10,483,093)
1,951,471 1,876,413
(2,677,780)  (8,606,680)
9,228,550 4,346,084
18,725,978 14,379,894

25 27,954,528

18,725,978




Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

1.  Basis of preparation

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 other borrowings, are secured by the
Government of Malta.

As a result of the above the directors consider that there is no material uncertainty
that the company is not a going concern.

The financial statements have been prepared on the historical cost basis, except
for investment property and certain financial instruments, which are stated at their
fair values, and in accordance with International Financial Reporting Standards as
adopted by the EU. The significant accounting policies adopted are set out below.

2.  Significant accounting policies
Property, plant and equipment

The company’s property plant and equipment are classified into the following
classes — plant and machinery and motor vehicles.

Property, plant and equipment are initially measured at cost. Subsequent costs are
included in the asset’s carrying amount 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 recognised as an expense when incurred.

Property, plant and equipment are stated at cost less accumulated depreciation and
any accumulated impairment losses.

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

10



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.

Significant accounting policies (continued)
Investment property

Investment property is property held to earn rentals or for capital appreciation or
both. Investment property is recognised 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 cost, including transaction costs. Subsequent to initial
recognition, investment property is stated 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 on 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 recognised in profit and
loss in the period of derecognition.

Depreciation

Depreciation commences when the depreciable assets are available for use and is
charged to profit or loss so as to write off the cost, less any estimated residual
value, over their estimated useful lives, using the straight-line method, on the
following bases:

Plant and machinery - 5% - 25% per annum
Motor vehicles - 25% per annum

The depreciation method applied, the residual value and the useful life, are
reviewed and adjusted if appropriate, at the end of each reporting period.

Investments in subsidiaries

A subsidiary is an entity that is controlled by the company. Control is the power
to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.

Investments in subsidiaries are accounted for on the basis of the direct equity
interest and are stated at cost less any accumulated impairment losses. Dividends
from the investment are recognised in profit or loss.

11



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2,

Significant accounting policies (continued)
Other financial instruments

Financial assets and financial liabilities are recognised when the company
becomes a party to the contractual provisions of the instrument. Financial assets
and financial liabilities are initially recognised at their fair value plus directly
attributable transaction costs for all financial assets or financial liabilities not
classified at fair value through profit or loss.

Financial assets and financial liabilities are offset and the net amount presented in
the statement of financial position when the company has a legally enforceable
right to set off the recognised amounts and intends either to settle on a net basis or
to realise the asset and settle the liability simultaneously.

Financial assets are derecognised when the contractual rights to the cash flows
from the financial assets expire or when the entity transfers the financial asset and
the transfer qualifies for derecognition.

Financial liabilities are derecognised when they are extinguished. This occurs
when the obligation specified in the contract is discharged, cancelled or expires.

An equity instrument is any contract that evidences a residual interest in the assets
of the company after deducting all of its liabilities. Equity instruments are
recorded at the proceeds received, net of direct issue costs.

(i) Trade receivables

Trade receivables are classified with current assets and are stated at their
nominal value. Appropriate allowances for estimated irrecoverable amounts
are recognised in profit or loss when there is objective evidence that the
asset is impaired.

(ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market other than
those that are held for trading or are designated upon initial recognition at
fair value through profit or loss or as available-for-sale financial assets or
those for which the company may not recover substantially all of its initial
investment other than because of credit deterioration.

After initial recognition, loans and receivables are measured at amortised
cost using the effective interest method. Gains and losses are recognised in
profit or loss when the financial asset is derecognised or impaired and
through the amortisation process.

12



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.  Significant accounting policies (continued)

Other financial instruments (continued)

(iii)

(iv)

v)

(vi)

(vii)

Bank borrowings

Subsequent to initial recognition, interest-bearing bank loans are measured
at amortised cost using the effective interest method. Bank loans are carried
at face value due to their market rate of interest.

Subsequent to initial recognition, interest-bearing bank overdrafts are
carried at face value in view of their short-term maturities.

Other borrowings

Subsequent to initial recognition, other borrowings are measured at
amortised cost using the effective interest method unless the effect of
discounting is immaterial. Any difference between the proceeds, net of
transaction costs, and the settlement or redemption of other borrowings is
recognised in profit or loss over the term of the borrowings.

Trade payables

Trade payables are classified with current liabilities and are stated at their
nominal value.

Shares issued by the company
Ordinary shares issued by the company are classified as equity instruments.
Derivative financial instruments

Derivative financial assets and derivative financial liabilities are classified
as held for trading unless they are designated and effective hedging
instruments. During the year under review and during the prior year, the
company did not designate any of its derivative financial instruments in a
hedging relationship for accounting purposes. Afier initial recognition,
derivative financial instruments are measured at their fair value. Gains and
losses arising from a change in fair value are recognised in profit or loss in
the period in which they arise.

13



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.  Significant accounting policies (continued)
Provisions

Provisions are recognised 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 to settle the obligation and a
reliable estimate can be made of the amount of the obligation. Provisions are
measured at the directors’ best 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 recognised for future operating losses.

Impairment

All assets are tested for impairment except for deferred tax assets, derivative
instruments and investment property measured at fair value.

At the end of each reporting period, the carrying amount of assets is reviewed to
determine whether there is any indication or objective evidence of impairment, as
appropriate, and if any such indication or objective evidence exists, the
recoverable amount of the asset is estimated.

In the case of financial assets that are carried at amortised cost, objective evidence
of impairment includes observable data about the following loss events -
significant financial difficulty of the issuer (or counterparty), a breach of contract
or/and it becoming probable that the borrower will enter bankruptcy or other
financial re-organisation.

An impairment loss is the amount by which the carrying amount of an asset
exceeds its recoverable amount.

For loans and receivables, if there is objective evidence that an impairment loss
has been incurred, the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at
the original effective interest rate. The carrying amount of the asset is reduced
directly.




Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.

Significant accounting policies (continued)
Impairment (continued)

In the case of other assets tested for impairment, the recoverable amount is the
higher of fair value less costs to sell (which is the amount obtainable from sale in
an arm’s length transaction between knowledgeable, willing parties, less the costs
of disposal) and value in use (which is the present value of the future cash flows
expected to be derived, discounted using a pre-tax discount rate that reflects
current market assessment of the time value of money and the risks specific to the
asset). Where the recoverable amount is less than the carrying amount, the
carrying amount of the asset is reduced to its recoverable amount, as calculated.

Impairment losses are recognised immediately in profit or loss.

For loans and receivables, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring
after the impairment was recognised, the previously recognised impairment loss is
reversed directly.

In the case of other assets tested for impairment, an impairment loss recognised in
a prior year is reversed if there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was
recognised.

Where an impairment loss subsequently reverses, the carrying amount of the asset
is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset in prior
years.

Impairment reversals are recognised immediately in profit or loss.
Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable
for services provided in the normal course of business, net of value-added tax and
discounts, where applicable. Revenue is recognised to the extent that it is
probable that future economic benefits will flow to the company and these can be
measured reliably. The following specific recognition criteria must also be met
before revenue is recognised:

(i)  Provision of services

Revenue from the provision of services is recognised in the period in which
the services are rendered.




Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.  Significant accounting policies (continued)
Revenue recognition (continued)
(ii) Interest income

Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts through the
expected life of the financial asset to the asset’s net carrying amount.

(iii) Royalty income

Royalty income is recognised on an accrual basis in accordance with the
substance of the relevant agreement.

(iv) Rental income

Rental income is recognised in the period when the service is provided.
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.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership to the lessee. All
other leases are classified as operating leases. Lease classification is made at the
inception of the lease, which is the earlier of the date of the lease agreement and
the date of commitment by the parties to the principal provisions of the lease.

16



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.  Significant accounting policies (continued)
Taxation

Current and deferred tax is recognised in profit or loss, except when it relates to
items recognised in other comprehensive income or directly in equity, in which
case the current and deferred tax is also dealt with in other comprehensive income
or in equity, as appropriate.

Current tax is based on the taxable result for the period. The taxable result for the
period differs from the result as reported in profit or loss because it excludes items
which are non-assessable or disallowed and it further excludes items that are
taxable or deductible in other periods. It is calculated using tax rates that have
been enacted or substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are generally recognised for all taxable temporary
differences and deferred tax assets, including deferred tax assets for the carry
forward of unused tax losses and unused tax credits, are recognised to the extent
that it is probable that taxable profits will be available against which deductible
temporary differences (or the unused tax losses and unused tax credits) can be
utilised.

Deferred tax is calculated at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates that have
been enacted or substantively enacted by the end of each reporting period.

Deferred tax assets and liabilities are offset when the company has a legally
enforceable right to set off its current tax assets and liabilities and the deferred tax
assets and liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which intend either to
settle current tax liabilities and assets on a net basis, or to realise the assets and
settle the liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or recovered.

Emplaoyee benefits
The company contributes towards the state pension in accordance with 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.

17



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

2.

Significant accounting policies (continued)
Retirement benefit costs

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 immediately to the extent that the
benefits are already vested, and otherwise is amortised on a straight-line basis over
the average period until the benefits become vested. The retirement benefit
obligation recognised in the statement of financial position represents the present
value of the defined benefit obligation as adjusted for unrecognised past service
cost.

Currency translation

The financial statements of the company are presented in its functional currency,
the USD, being the currency of the primary economic environment in which the
company operates. Transactions denominated in currencies other than the
functional currency are translated at the exchange rates ruling on the date of
transaction. Monetary assets and liabilities denominated in currencies other than
the functional currency are re-translated to the functional currency at the exchange
rate ruling at year-end. Exchange differences arising on the settlement and on the
re-translation 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 value are re-translated using the exchange rate ruling on
the date the fair value was determined. Non-monetary assets and liabilities
denominated in currencies other than the functional currency that are measured in
terms of historical cost are not re-translated. Exchange differences arising on the
translation of non-monetary items carried at fair value are included in profit or
loss for the period, except for differences arising on the re-translation 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 recognised in other comprehensive income.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits. Bank
overdrafts 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.

18



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

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

The key assumptions concerning the future, and other key sources of estimation
uncertainty, at the end of each reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below:

Fair value of investment property

The determination of the fair value of investment property at the end of each
reporting period requires the use of significant management estimates. Details of
key assumptions are disclosed in note 13 to 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
reporting 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 to the carrying amounts of assets and liabilities within the
next financial year.

4. International Financial Reporting Standards in issue but not yet effective
IFRS 9 — Financial Instruments

IFRS 9 represents the completion of the classification and measurement part of the
IASB’s project to replace IAS 39. This Standard addresses the classification and
measurement of certain financial assets and financial liabilities. IFRS 9 requires
financial assets to be classified on the basis of the entity’s business model for
managing the financial assets and the contractual cash flow characteristics of the
assets. The Standard requires financial assets to be subsequently measured at
amortised cost or at fair value. The requirements for financial liabilities address
the problem of volatility in profit or loss arising from measuring own debt at fair
value. Under IFRS 9, any entity choosing to measure a liability at fair value will
generally present the portion of the change in its fair value due to changes in the
entity’s own credit risk in other comprehensive income.

IFRS 9 is effective for annual periods beginning on or after 1 January 2013,
amended to 1 January 2015 by virtue of the December 11 amendment, with earlier
application permitted. However, this standard has not yet been endorsed by the
EU. The company is in the process of assessing the potential impact, if any, of the
new standard on the financial position and performance of the company.

19



Malta Freeport Corporation Limited

Notes to the financial statements
31 December 2012

4.  International Financial Reporting Standards in issue but not yet effective
(continued)

Amendments to IAS 12 — Income Taxes

The amendments provide an exception to the general principles of IAS 12 for
investment property measured using the fair value model under IAS 40 -
Investment Property. For the purposes of measuring deferred tax, the amendments
introduce a rebuttable presumption that the carrying amount of such an asset will
be recovered entirely through sale. The presumption can be rebutted if the
investment property is depreciable and is held within a business model whose
objective is to consume substantially all of the economic benefits over time, rather
than through sale.

The amendments to IAS 12 are effective for annual periods beginning on or after
1 January 2013 with earlier application permitted.

IFRS 13 — Fair Value Measurements

IFRS 13 establishes a single framework for measuring fair value where that is
required by other Standards. IFRS 13 defines fair value, provides guidance on its
determination and introduces consistent requirements for disclosures on fair value
measurements. The Standard does not include requirements on when fair value
measurement is required; it prescribes how fair value is to be measured if another
Standard requires it.

IFRS 13 is effective for annual periods beginning on or after 1 January 2013 with
earlier application permitted.

Amendments to IAS 19 — Employee Benefits

This represents the completion of the IASB’s project to improve the accounting
for pensions and other post-employment benefits. The amendment is applicable
for annual periods beginning on or after | January 2013,

The most significant change relates to the accounting for changes in defined
benefit obligations and plan assets. The amendments require the recognition of
changes in defined benefit obligations and in fair value of plan assets when they
occur, and all actuarial gains and losses to be recognised immediately through
other comprehensive income.
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4. International Financial Reporting Standards in issue but not yet effective
(continued)

IAS 32 — Financial Instruments: Presentation & IFRS 7 Financial
Instruments: Disclosure Amendment

These Amendments are intended to help investors and other financial statement
users to better assess the effect or potential effect of offsetting arrangements on a
company’s financial position. The disclosure requirements also improve
transparency in the reporting of how companies mitigate credit risk, including
disclosure of related collateral pledged or received. IAS 32 is effective for annual
periods beginning on or after 1 January 2014 while the IFRS 7 amendment is
effective for annual periods beginning on or after 1 January 2013.

The directors anticipate that the adoption of other International Financial
Reporting Standards as adopted by the EU, that were in issue at the date of
authorisation of these financial statements, but not yet effective, will have no
material impact on the financial statements of the company in the period of initial
application.

5. Revenue

Revenue represents the amount receivable for services rendered during the year,
net of any indirect taxes.

The contribution of the various activities of the company to turnover which are in
respect of continuing activities are set out below:

2012 2011

usD usb

Licence fees 5,752,453 4,044 445
Other income 791,682 559,766
Rents receivable 1,217,205 1,224,150
Royalties 803,831 931,841
Security fees 1,253,250 1,346,162
9,818,421 8,106,364

6. Investment income

2012 2011

UsD usD

Interest income on bank deposits 118,429 33,287
Interest on long-term debtor 2,550,472 2,614,671
2,668,901 2,647,958
e———————————— = —————
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7. Finance costs

2012 2011
uso usD
Finance costs:
Interest payable on debenture loan stock 17,963,804 19,516,751
Interest on bank overdrafts and loans 330,893 662,662
18,294,697 20,179,413
Less: Government subvention (18,041,172) (19,729,118)
Net interest payable 253,525 450,295
e — —_———

Interest payable on debenture loan stock is recharged to the Government of Malta
as per government subvention, also referred to in notes 1 and 18.

8. Profit before tax

2012
usD

This is stated after charging:
Depreciation of property, plant and equipment 84,017
p—

2011
UsSD

82,758

Auditor’s remuneration for the current financial year amounted to USD11,827
(2011 - USD12,292). Other fees payable to the auditor comprise USDI135,777

(2011 - USD16,308) for other non-audit services.

9.  Key management personnel compensation

2012
uUsD
Directors’ compensation:
Short-term benefits:

Management remuneration 21,172

2011
UsD

23,089
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10. Staff costs and employee information

2012 2011
usbD uUsD

Staff costs:
Wages and salaries 1,810,805 1,994,886
Social security costs 163,485 172,308
Directors’ remuneration (note 9) 21,172 23,089
1,995,562 2,190,283

The average number of persons employed during the year, including executive
directors, was made up as follows:

2012 2011
Number Number
Administration and finance 7 7
Operational 83 88
90 95
11. Income tax expense
2012 2011
usbD usbD
Balance brought forward 1,523,415 1,623,415
Tax charge for the year:
Final withholding tax at 15% (14,642) (4,993)
Deferred taxation (5,217,371) (4,5636,419)
(5,232,013) (4.541,412)
(3,708,598) (3,017,997)
Tax paid:
Tax at source on interest income 14,642 4,993
Transfer to deferred taxation 5,217,371 4,536,419
Balance carried forward 1,523,415 1,623,415

Tax applying the statutory domestic income tax rate and the income tax expense
for the year are reconciled as follows:
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11. Income tax expense (continued)

Profit before tax
Tax at the applicable rate of 35%

Tax effect of:

Interest income subject to 15% withholding tax
Profit and loss transactions

not allowable for tax purposes

Fair value movement in investment property
Fair value movement in cross-currency swap
Deferred tax on investment property

Income tax expense for the year

12. Property, plant and equipment

Plant and
machinery
usb
Cost
At 01.01.2011 1,858,840
Additions 282,155
At 01.01.2012 2,140,995
Additions 3,787
At 31.12.2012 2,144,782
Accumulated depreciation
At 01.01.2011 1,708,794
Provision for the year 82,758
At 01.01.2012 1,791,552
Provision for the year 84,017
At 31122012 1,875,569
Carrying amount
At 31.12.2011

349,443

At 31.12.2012 269,213

2012 2011
uspD UsD
21,045,196 30,761,027
7,365,819 10,766,359
(19,523) (6,657)
(107,448) 10,685
(5,780,436) (4,956,000)
1,791,737 (2,972,175)
1,981,864 1,699,200
5,232,013 4,541,412
Motor
vehicles Total
usDhD usbD
254,926 2,113,766
= 282 155
254 926 2,395,921
- 3,787
254,926 2,399,708
254,926 1,963,720
. 82,758
254 926 2,046,478
- 84,017
254,926 2,130,495
- 349,443
- 269,213
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13. Investment property

Investment
properties
uspD
Fair value

At 01.01.2011 286,386,470
Increase in fair value 14,160,000
At01.01.2012 300,546,470
Increase in fair value 16,515,530
At 31.12.2012 317,062,000

Carrying amount
At 31.12.2011 300,546,470
At 31.12.2012 317,062,000

In October 2004 the company leased out the majority of its investment property
for a 30-year period. At that date a concession to operate both terminals was
granted for the same period. 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.

The company has other lease agreements as well as other revenue streams
including revenue based on volume through-put.

The fair value of the company’s investment property was determined by

management on the basis of:

e The net present value of future cash flows from existing contractual
arrangements less the discounted value of future operating costs; and

e 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.

A key assumption underlying the valuation is the determination of an appropriate
discount rate. A rate that ranges between 4.69% and 9% has been used in the
valuation. A movement of 10% in this discount rate, with all other variables
remaining constant, would result in a fluctuation of USD37M in the value of the
company’s investment property. On the basis of these assessments, and after
having taken account of the implications of the amendments to the agreements
described above on the future cash flows, the company reported an increase in the
value of the investment property of USDI6,515,530 in 2012 (2011 -
USD14,160,000).
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13.

14.

Investment property (continued)

Operating leases relating to the investment 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 operating leases
amounted to USD7,773,489 (2011 - USD6,200,436).

At the end of the reporting period, the respective lessees had outstanding
commitments under non-cancellable operating leases, which fall due as follows:

2012 2011
usob usb
Within one year 7,965,000 7,919,000
Between two and five years 33,222,000 34,144,000
Over five years 214,770,000 216,200,000
255,957,000 258,263,000
Financial assets
Shares in subsidiary undertakings:
2012 2011
usb usD
5,180,000 (2011 : 5,180,000) "A"
ordinary shares of Eur2.329373 each,
440,000 (2011 : 440,000) "B" ordinary
shares of Eur2.328373 each and 60,000
(2011 : 80,000) "C" ordinary shares of
Eur2.329373 each in Freeport Terminal
(Malta) p.l.c. — 99% of equity held 14,709,666 14,709,666
104,411 (2011: 104,411) "A" ordinary
shares of Eur2.329373 each and 104,410
(2011: 104,410) "C" ordinary shares of
Eur2.329373 each in Coastal Management
Company Limited — (2011: 81% of equity held) . 717,237
Provision for diminution in value

(14,709,666)

(15,426,903)

The registered office of these subsidiaries is Freeport Centre, Kalafrana, Malta.

The above subsidiaries are non-operating and immaterial. Freeport Terminal
(Malta) p.lc. is earmarked for liquidation in the near future while Coastal
Management Company Limited was struck off the register on 2 May 2012. The
directors do not anticipate any further losses to be incurred on these investments.
As a result of the above the directors did not consider it necessary to prepare
consolidated financial statements.
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15.

16.

17.

Long-term 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 annual installments.

Amounts repayable within one year are shown under debtors.

Long-term receivable
Less amounts recoverable in less than
one year (note 17)

Deferred tax asset

2011
UsD
Arising on:
Accelerated tax depreciation (56,055)
Other temporary differences 5,144 141
5,088,086

Trade and other receivables

Loans and receivables (note 15)
Trade receivables

Other receivables

Prepayments and accrued income

2012 2011
UsD usD
62,413,251 64,289,664
(1,951,471) (1,876,413)
60,461,780 62,413,251
—_——— ———————— |
Movement
for the year 2012
usoD usp
(21,712) (77,767)
(3,213,795) 1,930,346
(3,235,507) 1,852,579
2012 2011
usb usD
1,951,471 1,876,413
1,904,755 4,804,094
21 18,266
2,721,030 3,836,071

6,577,277

10,534,844
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18.

Derivative instrument at fair value

2012 2011
uso uUsD
Value of cross currency differential (14,875,932) (9,756,684)
Value of interest rate differential (32,717,001) (8,491,305)
Fair value of cross currency interest rate
Swap as at 31 December (47,592,933) (18,247,989)
Interest rate differential guaranteed by
the Government of Malta 32,717,001 8,491,305

Fair value as at 31 December (14,875,932) (9,756,684)

The fair value movement in the derivative instrument during the year net of the
interest rate differential guaranteed by the Government of Malta was as follows:

2012 2011
usbD usD

(Loss)/gain on cross currency interest rate swap (5,119,248) 8,491,929

In 2004 the company entered into a cross currency interest rate swap converting
its 7.25% USD250,000,000 Debenture Loan Stock to 6.991% EUR200,754,838.
As illustrated 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 Euros, any exchange
rate fluctuation exposure will erystallise on the maturity of the instrument in 2028,
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.
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19,

20.

Trade and other payables

Trade payables

Amounts due to the Government of Malta
Other payables

Accruals and deferred income

No interest is charged on trade and other payables.

Bank overdrafts and loans

Bank overdrafts
Bank loans

Bank overdrafts and loans are repayable as follows:

On demand or within one year
In the second year

In the third year

In the fourth year

In the fifth year

Less: amount due for settlement within
12 months (shown under current liabilities)

2012 2011
uUsbD usD
404,679 168,923
2,541,712 1,229,177
157,295 451,208
3,985,239 6,672,193
7,088,925 8,521,501
_— =
2012 2011
UsD UsD
153,537 131,252
4,331,348 8,994,893
4,484,885 9,126,145
2012 2011
usD usD
1,968,866 3,897,162
1,157,505 2,718,248
1,208,906 1,361,008
149,608 1,076,293
: 73,434
4,484,885 9,126,145
(1,968,866) (3,897,162)
2,516,019 5,228,983
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20.

21.

Bank overdrafts and loans (continued)

The carrying amounts of the company’s borrowings denominated in Euro are as
follows:

2012 2011
uUsbD usD
Bank overdrafts denominated in Euro 153,537 131,252
Bank loans denominated in Euro 4,331,348 8,894,893

4,484,885 9,126,145

Interest amounting to USD77,368 (2011 - USD212,367) was borne by the
Government of Malta (refer to note 7).

The bank loans and overdrafts bear interest between 2.7% and 4.5% per annum
(2011 — between 2.7% and 4.5% per annum) respectively and are secured by a
hypothec over the company's assets together with guarantees given by the
Government of Malta.

Other financial liabilities

2012 2011
usD uUsD
7.25% Debenture Loan Stock 2028 250,000,000 250,000,000

The above loan and interest thereon is guaranteed by the Government of Malta
and is repayable in 2028. As disclosed in note 7 interest is recharged to the
Government of Malta.
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22.

Provisions for liabilities and other charges

This provision represents the year-end provision for possible future liabilities
relating to a gratuity the company is obliged to pay upon an employee’s
retirement. The provision represents the company’s obligation discounted to the
net present value after considering the average life expectancy of such employees
and expected increases in salaries, where applicable. The provision for retirement
benefits is unfunded. It has been computed in accordance with the accounting
policy stated in note 2 and represents the company’s obligation discounted to the
net present value at the rate of 5.12% after considering the average life expectancy
of such employees and expected increases based on inflation rates and past salary
increases, where applicable.

The movement in the provision for liabilities and other charges may be analysed
as follows:

2012 2011
usb usD
Provision for retirement benefits:
Balance at 1 January 1,132,187 1,612,301
Settlements (22,903) (16,305)
Effect of translation to USD (3,569) (61,018)
Movement far the year (13,617) (402,791)
1,092,098 1,132,187
Provision for financial obligations
of subsidiary undertaking:
Balance at 1 January 258,780 -
Movement for the year (258,780) 258,780
- 258,780
1,092,098 1,390,967
Less: amounts due for settlement within 12 months (60,521) (349,896)
Balance at 31 December 1,031,577 1,041,071
_—_ _—
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23. Deferred tax liability

2011
uUsD
Arising on:

Investment property 36,065,575

24. Share capital

2,976,128 ordinary shares of USD1 each,
all of which have been issued and called up

25. Cash and cash equivalents

Cash at bank and on hand
Bank overdraft

Cash and cash equivalents in the
cash flow statement

Movement
for the year 2012
usb usD
1,981,864 38,047,439

2012 and 2011

Issued and

Authorised called up
usD usoD
2,976,128 2,976,128
2012 2011

Ush uUshD
28,108,065 18,857,230
(153,537) (131,252)

27,954,528 18,725,978

Cash at bank earns interest at floating rates based on bank deposit rates. The
interest rate on the cash at bank in 2012 was 0.575% per annum (2011 — 0.575%).
The interest rate on the bank overdraft is disclosed in note 20.
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26.

Related party disclosures

During the course of the year, the company entered into the following transactions:

2011 2011
Related Related
party Total party Total
activity  activity activity activity
usp usD % UsD ush %
Administrative;
Key management
personnel 21,172 1,995,562 1 23,089 2,488,902 1

As highlighted in note 1 to the financial statements, the Government of Malta is
the parent company of Malta Freeport Corporation Limited.

In the year under review the company incurred interest of USDI8,041,172 (2011 -
USD19,729,118) which, as illustrated in notes 7, 18 and 20, was borne by the
Government of Malta. The amounts owed to the Government of Malta is disclosed
in note 19.

As disclosed in note 18, 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 Government of Malta is also providing guarantees for the company’s
debenture loan, bank loans and overdrafts as illustrated in notes 7, 15, 20 and 21.
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27.

Fair values of financial assets and financial liabilities

At 31 December 2012 and 2011 the carrying amounts of financial assets and
financial liabilities classified with current assets and current liabilities respectively
approximated their fair values due to the short-term maturities of these assets and
liabilities.

The fair values of non-current financial assets and non-current financial liabilities
that are not measured at fair value are not materially different from their carrying
amounts.

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.

Financial instruments that are measured subsequent to initial recognition at fair
value are grouped into levels 1 to 3.

- Level 1 fair value measurements are those derived from quoted prices
(unadjusted) in active markets for identical assets or liabilities.

- Level 2 fair value measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

- Level 3 fair value measurements are those derived from inputs that are not based
on observable market data (unobservable inputs).

The level in the fair value hierarchy within which the fair value measurement is
categorised in its entirety is determined on the basis of the lowest level input that
is significant to the fair value measurement in its entirety.

The company has a financial liability at fair value through profit or loss,
consisting of a cross currency interest rate swap, which can be classified as Level
2. The fair value of the financial liability is disclosed in note 18.
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28.

Financial risk management
Credit risk

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 control
procedures in place. Receivables are presented net of an allowance for doubtful
debts. An allowance for doubtful debts is made where there is an identified loss
event which, based on previous experience, is evidence of a reduction in the
recoverability 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 default experience.

Credit risk with respect to the long-term receivable amounting to USD64,289,664
(disclosed in note 15) 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.

Cash at bank is placed with reliable financial institutions.

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 labilities,
denominated in a foreign currency. Foreign currency transactions comprise
mainly transactions in Euro.

The company is exposed to foreign currency 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.
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28.

Financial risk management (continued)
Interest rate risk

The company has taken out bank facilities and has issued debenture loans to
finance its operations as disclosed in notes 20 and 21 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 EUR as disclosed in note 18.

The company earns interest on its long-term receivables and on its bank deposits
as disclosed in note 15 and 25 respectively.

As detailed in the notes to these financial statements, the interest on part of the
bank loans is recharged to the Government of Malta. In addition, 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 18, 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.

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 sensitivity of profit or loss due to changes
in the relevant risk variables is set out below. 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, The
sensitivity analysis is for illustrative purposes only, as in practice market rates
rarely change in isolation and are likely to be interdependent.

The estimated change in cash flows for changes in market interest rates are based
on an instantaneous increase or decrease of 100 basis points at the reporting date,
with all other variables remaining constant.
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28.

Financial risk management (continued)

Sensitivity analysis (continued)

The estimated change in cash flows for changes in functional currency exchange
rate is based on an instantaneous increase or decrease of 1 per cent in EUR, with
all other variables remaining constant.

The sensitivity of the relevant risk variables, on an after tax basis is as follows:

Profit and loss sensitivity

2012 2011
ushD uUshD
Market interest rates - cash flows +[- 29K +/- 59K
EUR/USD exchange rates +/- 2.6m +/-2.5m

Liquidity risk

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

As detailed in note 7, the interest payable on the 7.25% debenture loans and
certain of the company’s borrowings is borne by the Government of Malta.
Furthermore, as disclosed in note 18, in 2004 the company entered into a cross
currency interest rate swap converting its 7.25% USD250,000,000 Debenture
Loan Stock to 6.991% EUR200,754,838. In addition, the Government of Malta
bears the net interest cost on this derivative.

The following maturity analysis for financial liabilities 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.
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28.

Financial risk management (continued)

Liquidity risk (continued)

Within Between Over
1 year 1-5 years 5 years Total
usp uspo usD uspo
2012
Non-derivative
financial liabilities
Non-interest bearing 7,149,446 277,855 753,722 8,181,023
Variable rate instruments 1,988,319 3,035,168 - 5,023,488
Fixed rate instruments - - 250,000,000 250,000,000
Derivative financial
liabilities - - 14,875,932 14,875,932
9,137,765 3,313,024 265,629,654 278,080,443
—_— S
2011
Non-derivative
financial liabilities
Non-interest bearing 8,871,397 256,599 784,471 9,912,467
Variable rate instruments 4,050,800 5,566,667 - 8,617,467
Fixed rate instruments - - 250,000,000 250,000,000
Derivative financial
liabilities - - 9,756,684 9,756,684
12,922,197 5,823 266 260,541,155 279,286,618

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 balance.

The capital structure of the company consists of debt, which includes the
borrowings disclosed in notes 20 and 21, cash and cash equivalents as disclosed in
note 25 and 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.
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Independent auditor’s report
to the members of

Malta Freeport Corporation Limited

We have audited the accompanying financial statements of Malta Freeport Corporation Limited set
out on pages 5 to 38, which comprise the statement of financial position as at 31 December 2012, and
the statement of comprehensive income, statement of changes in equity and statement of cash flows
for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Directors’ responsibility for the financial statements

As explained more fully in the statement of directors’ responsibilities on page 4, the directors of the
company are responsible for the preparation of financial statements that give a true and fair view in
accordance with International Financial Reporting Standards as adopted by the EU and the
requirements of the Companies Act (Chap. 386), and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit, We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
preparation of financial statements that give a true and fair view 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 internal control of the company. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the financial statements.

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

Delaltte refars 1o ane or mare of Delaltte Touche Tohmatsy Lmited, a UK private company limited \_w.v
guar and its netwaork of mermber firms, each of which is a legally separate and independent entity.
Fleas  wiww. deloitte.comy/about for a detailed description of the lagal structure of Deloitte Touche
Tohmatsu Limited and its membar firms:

[eloitte Malta refers to a civil partnership, constitutad between limited lability campantes, and its affiliated
operating entities; Delaitte Services Limited and Deloltte Audit Limited, The katter is authorsed 1o provide
audit services In Malla In terms of the Accountancy Profession Act A llst of the carporate partners, as well as

the |||||'|(_|[,\,j|l'_, autharised 10 slgn ridports on tehalfl of the firm, 1s available at www. deloitte com/mtZahotn 39
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Independent auditor’s report (continued)
to the members of

Malta Freeport Corporation Limited

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of Malta
Freeport Corporation Limited as at 31 December 2012, and of its financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the EU and have been properly prepared in accordance with the requirements of the
Companies Act (Chap. 386).

-~

7

Paul Darmanin as Director
in the name and on behalf of
Deloitte Audit Limited
Registered auditor

26 June 2013
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