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ENEMED CO. LTD.
Directors’ report
For the year ended 31 December 2020

The directors present their report and the audited financial statements for the year ended 31 December 2020.
Principal activities

The principal activity of the Company is the distribution of Petroleum products and the renting of fuel storage
facilities to third parties.

Performance review and future developments

In October 2014, the Company purchased the petroleum business from Petromal Company Limited (refer to Note
23).

The statement of profit or loss of the Company is set out on page 11. During the year under review, the Company
reported revenue of EUR242.9 million (EUR350 million). During the same year, the Company has generated a loss
before tax of EUR 14.8 million (2019: profit before tax of EUR7.0 million).

The negative financial results sustained during the year ended 31 December 2020 were majorly related to the
COVID-19 global pandemic. As a result of the COVID-19 pandemic, the Company faced significant challenges,
experiencing reduction in sales volumes, both in relation to the distribution of fuel in the local market as well as in
the aviation sector. The demand in the local market and the aviation sector drastically decreased in view of measures
introduced by the Government to contain the pandemic and various international airports that closed their
borders. With the easing of the measures implemented by the Government in July 2020, the Company has gradually
experienced a recovery in its performance and the volumes sold. However, the COVID-19 pandemic has inevitably
had a significant impact on the financial performance and the financial position of the Company.

During the year, the Company has registered a loss before tax of EUR 14.8 million (2019: profit before tax of EUR7.0
million}, with revenue falling by 30.6% from EUR349.9 million in 2019 to EUR242.9 million in 2020. The
Company has engaged with its customers, suppliers, and lenders to enable it to effectively manage the restraints
experienced on its liquidity position. The Company also experienced a delay in the collection of its receivables
which required the Company to secure a new loan of EUR8 million under the COVID-19 guarantee scheme and a
6-month moratorium on its all loans and interest repayments.

During 2021 the Company has experienced a significant increase in demand when compared to 2020. Based on the
positive results generated up to August 2021, the forecasted cash flows as well as the available bank facilities, it is
believed that the Company will have adequate resources to meet its obligations as they fall due.

The Company has continued with the upgrade of the facilities in Has-Saptan in line with its plans established before
the onset of the pandemic. In fact, the Has-Saptan installation has become operational in July 2021. The Company
has therefore started dispatching fuel to the local market from Has-Saptan in July 2021. The B’Bugia installation
will be kept on cold standby until the end of 2021 to ensure the smooth transitioning from installation to the other.
After this date, the B’Bugia installation will be closed. The financing of the Has-Saptan installation was financed
through a bank loan and also through a significant investment of the Company’s own funds.




ENEMED CO. L'TD.
Directors’ report
For the year ended 31 December 2020

Dividends

During the year, the Company declared a dividend amounting to EUR1.20 million (2019: EUR1.56 million) to its
shareholders. No further dividends are recommended,

Directors

The directors who served until the date of authorization of these financial statements were as listed on page 2. In
accordance with the Company’s Memorandum and Articles of Association, the present directors are to remain in
office.

Risk management

The Company’s risk management policies are disclosed in Note 3 of the financial statements.

Approved by the Board of Directors and signed on its behalf on 4 October 2021 by:

IR s

R. K. CHIRCOP MS. N. ZAMMIT ALAMANGO
Executive Chairman Director




ENEMED CQ. LTD.
Directors’ responsibilities
For the year ended 31 December 2020

The directors are required by the Companies Act (Cap. 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:

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 to 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;

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
staternents comply with the Companies Act (Cap. 386). This responsibility includes designing, implementing and
maintaining such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material 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.
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Lid.

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Enemed Co. Ltd. the “Company™), set on pages 9 to 48, which
comprise the statement of financial position as at 31 December 2020, and the statement of profit or loss, the
stateient of comprehensive income, the statement of changes in equity and the 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 2020, 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 EU (“IFRS”™) and the Companies
Act, Cap. 386 of the Laws of Malta (the “Companies 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 duditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the Jniernational Code
of Ethics for Professional Accountants (including International Independence Standards) as issued by the
International Ethics Standards Board of 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 of the Laws
of Malia, and we have fulfilled our other ethical responsibilities in accordance with these requirements and the
IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Emphasis of matter

We draw attention to note 4.1 to the financial statements, which describes the impact of COVID-19 on the
financial performance and financial position of the Company. Our opinion is not modified in respect of this
matter.

Other information
The directors are responsible for the other information. The other information comprises the information

included in the Annual Report, other than the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon other than our reporting on other legal and regulatory requirements.

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. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required fo
report that fact, We have nothing to report in this regard.

A memper firm of 2ro5t & Yioung Giobal Limstad
Registered =» Maita No (30232
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INDEPENDENT AUDITOR’S REPORT

1o the Sharcholders of Enemed Co. Ltd.- continued

Report on the audit of the financial statements - continued

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 [SAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

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

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

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

o evaluate 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. Qur conclusions are based on the audit evidence obtained up to the date of our anditor’s
report. However, future events or conditions may cause the Company to cease to continue as a going
COTICEITL.

° 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.

Acmember frm of Eras{ 8 Young Globa Umgad
Regisiered n Maita No 030252
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INDEPENDENT AUDITOR’S REPORT

to the Shareholders of Enemed Co. Ltd. - continued

Report on other legal and regulatory requirements

Matters on which we are required to report by the Companies Act

We are required to express an opinion as to whether the directors’ report has been prepared in accordance with
the applicable legal requirements. In our opinion the directors’ report has been prepared in accordance with the
Companies Act.

In addition, in the 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.

We also have responsibilities under the Companies Act to report to you if in our opinion:

° proper accounting records have not been kept;
° the financial statements are not in agreement with the accounting records and returns;
° we have not received all the information and explanations we require for our audit.

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

The partner in charge of the audit resulting in this independent auditor’s report is
Shawn Falzon for and on behalf of

Emst & Young Malta Limited
Certified Public Accountants

4 October 2021

A member firm of Ernst & Young Giobal Limited



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

STATEMENT OF FINANCIAL POSITION
As at 31 Deecember 2020

Notes 2020 2019
EUR’006 EUR’000

ASSETS
Non-current assets
Property, plant and equipment 5 . 107,314 85,714
Right of use assets 5.1 10,574 10,939
Deferred tax asset 13 4,668 -
Goodwill 6 34,500 34,500
Total non-current assets 156,996 131,153
Current assets
Inventories 8 34,0675 26,761
Trade and other receivables 9 40,974 49,557
Derivative financial instruments 7 9,686 6,044
Tax receivable 1,972 3,976
Cash and cash equivalents 10 513 1,989
Total current assets 87,220 88,327
Total assets 244,216 219,480




ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

STATEMENT OF FINANCIAE. POSITION - continued
As at 31 December 2020

Notes 2020 2019
EUR’000 EUR000
EQUITY AND LIABILITIES
Equity
Issued capital 11 62,250 62,250
Retained earnings 7,584 18,500
69,834 80,750
Hedging reserve 12 1,649 3,794
71,483 84,544
Non-current liabilities
Bank borrowings I3 46,932 32,595
Lease liabilities 15.1 10,961 10,939
Deferred tax liability 13 - 1,914
Total non-current Habilities 57,893 45448
Current liabilities
Trade and other payables 14 75,254 64,191
Bank borrowings 15 4,589 3,198
Derivative financial instruments 7 7,293 -
Bank overdraft 10 27,704 22,099
Total current liabilities 114,840 89,488
Total liabilities 172,733 123,997
Total equity and liabilities 244,216 219,480

The accounting policies and explanatory notes on pages 13 fo 48 form an integral part of the financial statements.

The financial statements on pages 9 to 48 were authorised for issue by the Board of Directors on 4 October 2021 and
were signed on its behalf by:

. M

MR. K. CHIRCOP?P MS. N. ZAMMIT ALAMANGO
Executive Chairman Director

10



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2020

Notes 2020 2019

EUR’000 EUR’000

Revenue 242,899 349,885
Cost of sales 16 (239,410) (326,091}
Gross profit 3,489 23,794
Difference on exchange (1,494) {683)
Administrative expenses 16 (7,822) {7,027)
Distribution costs 16 (8,333) (8,909)
Other operating income 315 380
Finance costs (980} (536)
(Loss)/profit before tax (14,825) 7,019
Income tax credit/{charge) 18 5,112 (2,300)
(Loss)/profit for the year (9,713) 4,719

The accounting policies and explanatory notes on pages 15 to 48 form an integral part of the financial statements.

i. Analysed as:
2020 2019
EUR’000 EUR’000
EBITDA * (10,542) 9,126
Depreciation (3,303) (1,571)
Finance costs (980) (536)
Loss)/profit before tax (14,825) 7,019

*EBITDA is a measure not defined by IFRS and represents earnings before interest, tax, depreciation and
mortization (note 16}

11



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2020

Note 2020 2019
EUR000 EUR’000
Comprehensive (loss)/income
(Lossyprofit for the year 9,713) 4,719
Other comprehensive (loss)/ income
Other comprehensive (loss)/income to be reclassified to
profit or loss in subsequent years
Cash flow hedges, net of deferred tax 12 (2,145) 11,165
Comprehensive (loss)/income (2,145) 11,165
Total comprehensive (loss)/income for the year (11,858) 15,884

The accounting policies and explanatory notes on pages 13 to 48 form an integral part of the financial stalements.

12



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2020

Notes Issued  Hedging Retained

capital reserve  earnings Total

EUR000 EUR00C EUR’000 EUR’000

Balance as at [ January 2020 11 62,250 3,794 18,500 84,544
Profit for the year - - 9,713) (9,713
Other comprehensive income 12 - (2,145) - (2,145
Total comprehensive income - (2,145) 9,713y (11,858
Dividends 1t - - (1,203) (1,203)
Balance at 31 December 20206 62,250 1,649 7.584 71,483
Balance as at 1 January 2019 il 62,250 (7.371) 15341 70,220
Profit for the year - - 4,719 4719
Other comprehensive income 12 - 11,165 - 11,165
Total comprehensive income - 11,165 4,719 15,884
Dividends 11 - - {1,560) (1,560)
Balance at 31 December 2019 62,250 3,794 18,500 84,544

The accounting policies and explanatory notes on pages 15 to 48 form an integral part of the financial statements,

13



ENEMED CO. LTD.

Financial Statements for the year ended 31 December 202{

STATEMENT OF CASH FLOWS
For the year ended 31 December 2020

Cash flows (used in)/generated from operating activities
Cash (used in)/generated from operations
Tax paid
Net cash (used in)/generated from operating activities
Cash flows used in investing activities
Purchase of property, plant and equipment
and investment property
Net cash used in investing activities
Cash flows generated from financing activities
Repayment of bank borrowings
Prawdown of bank borrowings
Dividend paid
Interest paid

Net cash generated from financing activities

Net movement in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes

20

10

2020 2019
EUR’000 EUR’000
(3,844) 25,784
1,856 (1,760)
(1,988) 24,024
(18,109) (50,898)
(18,109) (50,898)
(1,212) (2,395)
16,940 18,929
(1,203) (1,560)
(1,509) (1,070
13,016 13,957
(7,081) (12,917)
(20,110) (7,193)
(27,191) (20,110)

The accounting policies and explanatory notes on pages 15 to 44 form an integral part of the financial statements.

14



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS

2.1

GENERAIL INFORMATION

Enemed Co. Ltd. (“the Company™) is registered in Malta as a limited liability Company under the Companies Act,
Cap. 386 of the Laws of Malta. The Company’s principal activity is the distribution of petroleum products. The
Company was incorporated on 19 August 2014,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of preparation and statement of compliance

The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (IFRSs} as adopted by the European Union (EU) and with the Companies Act, Cap. 386 of the Laws of
Malta. These have been prepared under the historical cost convention and are presented in Euro, except for derivative
financial instruments which have been measured at fair value. Unless otherwise stated, all financial information
presented has been rounded to the nearest thousand (EUR’000).

Going concern

As at 31 December 2020, the company had a net current liability position of EUR27.6m (2019: EUR1.1m) and
reported a loss before tax of EUR 14.8m (2019: profit before tax of EUR7.0m) for the year then ended. As described
in note 4.1 ‘Impact of COVID-197, the Directors are confident that the Company has adequate resources to remain
in operation for the foreseeable fiiture and meet its liabilities when they fall due. On this basis, the Directors have
therefore continued to adopt the going concern basis in preparing these financial statements

Standards, interpretations and amendments to published standards as endorsed by the European Union
effective in the current year

The accounting policies adopted are consistent with those of the previous financial year, except for the following
amendments to [FRS effective during the year:

The accounting policies adopted are consistent with those of the previous financial year, except for the following
amendments to IFRS effective during the period:

Amendments to References to the Conceptual Framework in IFRS Standards
Amendments to IAS 1| and IAS §: Definition of Material

Amendments to IFRS 9, IAS 39 and IFRS17: Interest Rate Benchmark Reform
Amendments to IFRS 3 Business Combinations

The adoption of these amendments did not have significant impact on the financial statements or performance ofthe
Company.

15



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS — continued

2.1

2.2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued
Basis of preparation and statement of compliance — continued

Standards, interpretations and amendments te published standards as adopted by the EU which are not
yet effective

Up to date of approval of these financial statements, certain new standards, amendments and interpretations to
existing standards have been published but which are not yet effective for the current reporting year and which the
Company has not early adopted but plans to adopt upon their effective date. The new and amended standards follow:

e Amendments to IFRS 9, IAS 39, [FRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform —Phase 2
(effective for financial years beginning on or after { January 2021)

e  Amendments to IFRS 4 Insurance Contracts — deferral of IFRS19 (effective for financial years beginning on or
after 1 January 2021)

o  Amendment to IFRS 16 Leases Covid 19-Related Rent Concessions (effective for financial years beginning on
or after 1 June 2020}

Standards, interpretations and amendments that are not yet endorsed by the EU

o  [FRS 17 Insurance Contracts (effective for financial years beginning on or after 1 January 2023)

e Amendments to IAS [ Presentation of Financial Statements: Classification of Liabilities as Current or Non-
current (effective for financial years beginning on or after 1 January 2023)

e  Amendments to IFRS 3 Business Combinations; IAS 16 Property, Plant and Equipment; IAS 37
Provisions, Contingent Liabilities and Contingent Assets as well as Annual Improvements (effective for
financial yvears beginning on or after 1 January 2022)

e  Amendments to [AS 1 Presentation of Financial Statements and 1FRS Practice Statement 2: Disclosure
of Accounting policies (effective for financial years beginning on or afler 1 January 2023)

e Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors; Definition of
Accounting Estimates (effective for financial years beginning on or after 1 January 2023)

The Company is still assessing the impact that these new standards will have on the financial statements.
Foreign currency translation

(@) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in
which the entity operates (‘the functional currency'). The financial statements are presented in Euro (EUR), which is
the Company's functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies

are recognised in the statement of profit or loss.

The Company enters into foreign exchange forward contracts in order to manage its exposure to fluctuations in
foreign currency rates on specific transactions. Further information is disclosed in Note 2.9.

Al} foreign exchange gains and losses are presented in the statement of profit or loss within cost of sales and specific
line items within operating results.

16



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

2.3

24

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Property, plant and equipment

Property, plant and equipment comprising land, buildings and infrastroctural improvements, plant, equipment,
furniture and fittings are stated at historical cost less depreciation and impairment losses. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only
when It is probable that future economic benefits associated with the item will flow to the Company and the cost of
the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to profit or loss during the financial period in which they are incurred.

Land is not depreciated as it is deemed to have an indefinite life. Depreciation on other assets is calculated using the
straight-line method to allocate their cost to their residual values over their estimated useful life. Leased assets are
depreciated over the shorter of the lease term and their useful lives unless it is reasonably certain that the Company
will obtain ownership by the end of the lease term. The rates of depreciation per annum used for the period are as
follows:

%
Leasehold buildings }.8-10
Others 225

Depreciation is charged on a monthly basis. The assets' residual values and useful lives are reviewed, and adjusted if
appropriate, at each reporting period. Gains and losses on disposal of property, plant and equipment are determined
by comparing proceeds with the carrying amount and are recognised within 'other operating income/expenditure’ in
the statement of profit or loss. An asset’s carrying amount is written down immediately to its recoverable amount if
its carrying amount is greater than its estimated recoverable amount (Note 2.8). Property, plant and equipment are
derecognised either when they have been disposed of or permanently withdrawn from use or no fufure economic
benefit is expected from its disposal.

The Company assesses whether transferred assets from customers meet the definition ofan asset, and if so, recognises
the transferred asset as property, plant and equipment. At initial recognition, its cost is measured at fair value, and a
correspording amount is recognised as revenue as the Company has no future performance obligations.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys
the right to control the use of an identified asset for a period of time in exchange for consideration. The Company
applies, for the first time, IFRS 16-Leases as of January Ist, 2019. The Company as lessee recognises right-of-use
assets and lease liabilities for most leases in the balance sheet.

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. The Company recognises lease liabilities to make lease payments and right-ofuse assets
representing the right to use the underlying assets,

17



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS — continued

24

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Leases - continued
B Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.., the date the underlying asset
is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impainment
losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of
[ease liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement date
less any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the
lease term and the estimated useful lives of the assets.

If ownership of the leased asset transfers fo the Company at the end of the lease term or the cost reflects the exercise
of a purchase option, depreciation is calculated using the estimated useful life of the asset. The right-of-use assets are
also subject to impairment, Refer to the accounting policies in section (s) Impairment of non-financial assets.

i) Lease liabilities

At the commencement date ofthe lease, the Company recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Company and payments of penalties for terminating the lease, if the
lease term reflects the Company exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless they are incurred
to produce inventories) in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments
made. Inaddition, the camying amount of lease labilities is remeasured if there is a modification, a change in the lease
term, a change in the lease payments (e.g., changes to future payments resulting from a change in an index or rate used
to determine such lease payments) or a change in the assessment of an option to purchase the underlying asset.

i} Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and 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 applies 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 leases 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 profit or{oss 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. Contingent rents are recognised as revenue in the period in
which they are eamed.
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2.6

2.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued
Issued capital

Ordinary shares are classified as equity. Dividend distribution to the Company’s shareholders is recognized as a
liability in the Company’s financial staterments in the year in which the dividends are approved by the shareholders.

Business combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non-
controlling interests in the acquiree. For each business combination, the Company elects whether to measure the non-
controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets,
Acquisition-related costs are expensed as incurred and included in administrative expenses.

When the Company acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.

If the business combination is achieved in stages, any previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IAS
39 Financial Instruments: Recognition and Measurement, is measured at fair value with changes in fair value
recognised in profit or loss. If the contingent consideration is not within the scope of IAS 39, it is measured in
accordance with the appropriate IFRS, Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests, and any previous interest held, over the net identifiable assets
acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Company re-assesses whether it has correctly identified all of the assets acquired and all of the
liabilities assumed and reviews the procedures used to measure the amounts to be recognised at the acquisition date.
If the reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognised in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of
the Company’s cash-generating units that are expected to benefit from the combination, irrespective of whether other
assets or liabilities of the acquiree are assigned to those units,

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of,
the goodwill associated with the disposed operation is included in the carrying amount of the operation when
determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative
values of the disposed operation and the portion of the cash-generating unit retained.

Acquisition of entities and businesses under common control

The acquisition of business that is under common control is accounted for by applying the acquisition method (Note
2.6). The acquisition method is selected when the transaction has substance from the reporting entity's point of view.
Amongst other things the entity takes the following matters into consideration to assess whether a transaction has
substance: the purpose of the transaction and whether or not the transaction was performed at fair value.
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2.8

2.9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Impairment of non-financial assets

Assetsthat have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets
that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the
amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher
of an asset's fair value less costs to sell and its value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units). Non-
financial assets other than goodwill that suffered impairment are reviewed for possible reversal of the impairment at
the end of each reporting period.

Derivative financial instruments

Derivative financial instruments, including forward foreign exchange contracts, commodity swaps, and other
derivative financial instruments, are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently remeasured at their fair value. The fair value of forward foreign exchange contracts is
determined using forward exchange market rates at the reporting date. Fair values of commodity swaps are mainly
based on dealer quotes obtained at the reporting date from the Company's counterparties.

Derivatives are carried as assets when fair value is positive and as labilities when fair value is negative. The full fair
value of hedging derivatives is classified as a non-current asset or liability when the remaining maturity of the hedged
itern is more than 12 months and as a current asset or liability when the remaining maturity of the hedged item is less
than 12 months. Trading derivatives are classified as a current asset or liability.

On the date a derfvative contract is entered into, the Company designates certain derivatives as a hedge of a future
cash flow attributable to a recognised asset or liability or a forecast transaction (cash flow hedge). Hedge accounting
is used for derivatives designated in this way provided certain criteria are met. In accordance with the requirements
of [AS 39, the criteria for a derivative instrument to be accounted for as an accounting hedge include:

a formal documentation of the hedging instrument, hedged item, hedging objective, strategy and relationship
is prepared before hedge accounting is applied;

° the hedge is documented showing that it is expecied to be highly effective in offsetting the risk in the hedged
iterm throughout the reporting period; and

o the hedge is effective on an ongoing basis.

Accordingly, the Company documents at the inception of the transaction the relationship between hedging
instruments and hedged items, as well as its risk management objective and strategy for undertaking various hedge
transactions. The Company also documents its assessment, both at hedge inception and on an ongoing basis, of
whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values
or cash flows of hedged items.

(a) Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the
statement of profit or loss, together with any changes in the fair value of the hedged asset or liability that are
attributable to the hedged risk.

(&) Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges

are recognised in statement of changes in equity. The gain or loss relating to the ineffective portion is recognised
immediately in the statement of profit or loss.
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2.10

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Derivative financial instruments - continued

(b) Cash flow hedge - continued

Amounts accumulated in equity are recycled in the statement of profit or loss in the periods when the hedged item
will affect profit or loss. However, when the forecast transaction that is hedged results in the recognition of a non-
financial asset or a lability, the gains and losses previously deferred in equity are transferred from equity and
included in the initial measurement of the cost of the asset or liability.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting,
any cumulative gain or loss existing in equity at that time remains in equity and is recognised when the forecast
transaction is ultimately recognised in the statement of profit or loss. When a forecast transaction is no longer
expected to occur, the cumulative gain or loss that was reported in the statement of changes in equity is immediately
transferred to the statement of profit or loss.

fc) Derivatives that do not qualify for hedge accounting

Certain derivative transactions, while providing effective economic hedges under the Company's risk management
policies, do not qualify for hedge accounting under the specific rules in IAS 39 and are therefore treated as derivatives
held for trading, Changes in the fair value of any derivative instruments that do not qualify for hedge accounting
under [AS 39 are recognised immediately in the statement of profit or loss.

The fair value of derivative instruments used for hedging purposes are disclosed in Note 7. Movements in the
hedging reserve in equity are shown in Note 12,

Financial assefs

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of ancther entity.

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.

With the exception of frade receivables that do not contain a significant financing component or for which the
Company has applied the practical expedient, 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 principal amount outstanding.
This assessment is referred to as the SPPI test and is performed at an instrument level.

Financial assets - Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories;

- Financial assets at amortised cost {(debt instruments)

- Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)

- Financial assets designated at fair value through OCT with no recycling of cumulative gains and losses
upoen derecognition (equity instruments)

- Financial assets at fair value through profit or loss
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2.10

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial assets - continued

Financial assets at 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:

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

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principai and interest on the principal amount outstanding.

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

Financial assets at fair value through OCI - debt instruments

The Compary measures debt instruments at fair value through OCI if both of the following conditions are met:

- The financial asset is held within a business model with the objective of both holding to collect
contractual cash flows and selling; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding,

For debt instruments at fair value through OCl, interest income, foreign exchange revaluation and impairment losses
or reversals are recognised in the statement of profit or loss and computed in the same manner as for financial assets
measured at amortised cost. The remaining fair value changes are recognised in OCI. Upon derecognition, the
cumulative fair value change recognised in OCl is recycled to profit or loss.

Financial assets at fair value through OCI - equity instruments

Upon initial recognition, the Company can elect to classify irrevocably its equity investrents as equity instruments
designated at fair value through OCI when they meet the definition of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is determined on an instrument-by-instrument basis

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other
income in the statement of profit or loss when the right of payment has been established, except when the Company
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are
recorded in OCI. Equity instruments designated at fair value through OCI are not subject to impairment assessment.

Financial assets 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 recognised in the statement of profit or loss.
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2.11

2.12

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial assets — continued
Financial assets - Derecognition

A financial asset {or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised 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
obligation to pay the received cash flows in full without material delay to a third party under a ‘pass-
through’ arrangement; and cither (2) 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 asset, but has transferred control of the asset.

When the Company has transferred its rights to 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 recognise the transferred asset to the extent of its continuing involvement

Impairment of financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair
value through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Company expects to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since inijtial recognition, ECLs are provided for credit losses that result from default events that are possible
within the next 12-months (a 12-month ECL), For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Company applies a simplified approach in calculating ECLs. Therefore,
the Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs
at each reporting date. The 12-month ECL is calculated by multiplying the 12-month PD, LGD, and EAD. Lifetime
ECL is calculated on a similar basis for the residual life of the exposure.

Inventories

Inventories are stated at the lower of cost and net realisable value and include transport and handling costs. Cost is
determined by the weighted average method. Initial cost of inventories includes the transfer of gains and losses on
qualifying cash flow hedges, recognised in OCI, in respect of the purchases of raw materials. Net realisable value is
the estimated selling price in the ordinary course of business, less estimated costs of completion and the estimated
costs necessary to make the sale.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value and comprise cash at banks
and in hand and short-term deposits with a maturity ofthree months or less. In the statement of cash flows, cash and
cash equivalents includes cash in hand, deposits held at call with banks and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities in the statement of financial position.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

2.13 Financial liabilities

Financial liabilities - Initicl 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 recognised initially at fair value and, in the case of loans and borrowings and payables,
net of directly attributable transaction costs,

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

Financial liabilities 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.

Financial labilities 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 into by the Company that are not
designated as hedging instruments in hedge relationships as defined by IFRS 9.

Gains or losses on liabilities held for trading are recognised in the staternent of profit or loss.
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 [FRS 9 are satisfied.

Financial liabilities - Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using
the EIR method. Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as
through the EIR amortisation process. Amortised 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 amortisation is included as finance costs
in the statement of profit or loss.

Prior to its adoption of IFRS 9 in 2018, the Company had applied IAS 39. As a result the comparative information
provided continues to be accounted for in accordance with the Company’s previous accounting policy.

Financial liabilities - Derecognition

A financial liability is derecognised 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
derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are off-set and the net amount is reported in the statement of financial position

if there is a currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a
net basis, to realise the assets and settle the liabilities simultaneously.
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2.14

2.15

2.16

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the specified debtor fails to make a payment when due in accordance
with the terms of a debt instrument. Financial guarantee contracts are recognised initially as a liability at fair value,
adjusted for transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the liability
is measured at the higher of the best estimate of the expenditure required to settle the present obligation at the
reporting date and the amount recognised less cumulative amortisation.

Offsetting financial instruments

Financial assets and liabilities are off-set and the net amount reported in the statement of financial position when
there is a legally enforceable right to set off' the recognised amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.

Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the statement of profit or
loss, except to the extent that it relates to items recognised in the statement of other comprehensive income or directly
in equity. In this case, the tax is also recognised in statement of other comprehensive income or directly in equity,
respectively.

Deferred tax is recognised, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements. However, deferred tax liabilities are not
recognised if they arise from the initial recognition of goodwill; deferred tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or loss. Deferred tax is determined using tax rates (and laws)
that have been enacted or substantially enacted by the end of'the reporting period and are expected to apply when the
related deferred tax asset is realised or the deferred tax liability is settled.

Under this method, the Company calculates deferred income tax on the difference between the carrying values for
financial reporting purposes and tax base resulting from depreciation of property, plant and equipment, fair valuation
of derivative contracts and provisions. Deferred tax on unutilised tax credit arising from unabsorbed capital
allowances are recognised to the extent that they net-off temporary differences arising from property, plant and
equipment.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against
current tax liabilities and when 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 where there is an intention to settle the balances
on a net basis.
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2.18

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Revenue recognition

Revenues include all revenues from the ordinary business activities of the Company and are recorded net of value
added tax. Discounts to customers are recognised as a reduction in revenue. They are recognised in accordance
with the provision for goods or services provided that collectability of the consideration is probable.

Revenue mainly represents income earned for the sale of fuel products. Revenue is recognised at a point in time,

The Company considers whether there are other promises in the contract that are separate performance obligations
to which a portion of the transaction price needs to be allocated (e.g., warranties, customer loyalty points). In
determining the fransaction price for the sale, the Company considers the effects of variable consideration, the
existence of significant financing components, noncash consideration, and consideration payable to the customer
(if any). The performance obligation is to provide hospitality and leisure services as and when customers make use
of the services. The transaction price follows a fee structure which is known at the date of booking or consumption
of service and thus no significant estimates are required in this respect.

Contract balances

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the
Company performs by transferring goods or services to a customer before the customer pays consideration or
before payment is due, a contract asset is recognised for the eamed consideration that is conditional.

A contract liability is the obligation to transfer goods or services to a customer for which the Company has received
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before
the Company transfers goods or services to the customer, a contract liability is recognised when the payment is
made, or the payment is due (whichever is earlier). Contract liabilities are recognised as revenue when the
Company performs under the contract.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events,
it is probable that an cutflow of resources embodying economic benefits will be required to settle the obligation, and
a reliable estimate of the amount of the obligation can be made.

The Company recognises a provision for onerous contracts when the expected benefits to be derived from a contract
are less than the unavoidable costs of meeting the obligations under the contract.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using
a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of time is recognised as finance costs,

26



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

3.1

FINANCIAL RISK MANAGEMENT
Financial risk factors

The Company's activities potentially expose it to a variety of financial risks: market risk (including currency risk, fair
value interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. The Company's overall
risk management focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects
on the Company's financial performance, The Company's board of directors provides principles for overall risk
management, as well as policies covering risks referred to above (and specific areas such as investment of excess
liquidity). The general hedging guidelines regarding currency, interest rate and fuel price risks are set by the Risk
Management Committee. This Committee, together with the Finance Department, is responsible for the
implementation of the hedging policies. In order to manage exposures to risks arising from fluctuations in currency
exchange rates and fluctuations in prices on the fuel products markets, the Company makes use of derivative financial
instruments. These instruments mainly comprise foreign currency forward contracts together with fuel hedging
instruments. The respective derivative transactions are concluded only with first rate counterparties.

Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities which are
denominated in a currency that is not the respective entity's functional currency. The Company is exposed to foreign
exchange arising from various currency expostres, primarily with respect to the US Dollar. The Company is in a net
payer position from its operating business particularly in view of a significant portion of purchases of fuel
denominated in this currency.

(a} Market risk

(i) Foreign exchange risk

The Company's recognised risk exposures mainly reflecting the carrying amount of receivables and payables
denominated in USD at the end of the reporting periods were as follows (amounts are in EUR equivalent):

2029 2019

EUR000 EUR’000

Trade receivables 23,544 18,917
Trade payables (16,023) (20,469)
Gross statement of financial position exposure 7,521 (1,552)
Available funds in foreign currency 48 7
Net exposure before hedging activity 7,569 (1,545)
Notional value of hedging derivatives 4,883 11,777
Net exposure after hedging activity 12,451 10,232

The above risks are, particularly in respect of exposures to US Bollar, furthermore mitigated through the short period
of time within which the payables are generally settled after the end of the reporting period. If as at 31 December
2020, and up to the date of seitlement of these balances, the US Dollar had weakened or strengthened against the
euro by 5% with all other variables held constant, profit or loss would have been EUR254 thousand (2019: EUR77
million) higher or lower.

(i} Interest rate risk

As at 31 December 2020, the Company does not have any financial instruments subject to variable interest rate except
for Bank balances (including overdrafts). The effect of a change in interest rate on these balances is not considered
to be material.

The Company has no financial instruments with fixed interest rate and hence not subject to fair value interest rate
risk,
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FINANCIAL RISK MANAGEMENT - continued

Financial risk factors - continued

(iii} Price risk

During the financial year ended 31 December 2020, fuel expenses amounted to EUR138.2 million (2019: EUR196.4
miltion) as disclosed in Note 16 to the financial statements and accounted for approximately 54% (2019: 57%) of the
total operating expenses of the Company. Fluctuations in fuel and other fuel product prices may have a significant
effect on the Company's results. Difterent hedging instruments with regard to fuel products markets are used to limit
the firel price risk. During the year ended 31 December 2020, these instruments comprised of commodity swaps and
forward currency contracts. As at 31 Decemnber 2020, the notional amounts of the hedging derivatives outstanding
are disclosed in Note 7.

Commeodity swaps are contractual arrangements under which the Company and counterparty agree to swap the
notional quantity of a commodity at a predetermined price during a set period of time. Such contracts are typically
settled on a net basis by comparing the contracted swap price to the reference market price applicable during the set
period; settlements are affected by either party, usually on a monthly basis, for an amount equivalent to this difference
muitiplied by the notional quantity of the commaodity.

As at 31 December 2020, the Company held outstanding derivatives to hedge a portion of the fuel requirements for
2021. As disclosed in more detail in Note 7, these outstanding derivatives mainly comprised of swap structure. Ifthe
price of petroleum products had increased or decreased by 10% (2019: 10%) at year-end with all other variables held
constant, the other comprehensive income for the year would have been EUR(.24 million (2019: EUR1.38 million)
higher or lower, mainly as a result of the fair value gains or losses on the above-mentioned fuel derivatives. Such
gains or losses arising from increases or decreases in the price of fuel would mitigate, to the extent of an amount of
furel purchases equivalent to the derivative contracts' notional amount as disclosed above, the higher or lower price
at which the actual purchase of fuel products would take place.

(b} Credit risk

Credit risk principally arises from cash and cash equivalents and credit exposures to customers, including cutstanding
receivables and committed transactions, The Company's exposures to credit risk as at the end of the reporting periods
are analysed as follows:

2020 2019
EUR’000 EUR’000
Loans and receivables category:

Trade and other receivables (Note 9) 40,773 49,451
Cash and cash equivalents (Note 10) 513 1,989
41,286 51,440

Finaneial instruments held for hedging:
Derivative financial instruments (Note 7) 9,686 6,044

The maximum exposure to credit risk at the reporting date in respect of the financial assets mentioned on Note 2.10
is equivalent to their carrying amount as disclosed in the respective notes to the financial statements. The Company
has no significant past due or impaired financial assets with the exception of the amounts disclosed below in respect
of trade and other receivables. The Company does not have any significant renegotiated financial asset which would
otherwise be past due or impaired and holds no collateral in respect of exposures relating to trade and other
receivables,
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3.

3.1

FINANCIAL RISK MANAGEMENT - continued

Financial risk factors — continued

(b) Credit risk - continued

Exposure to credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis.
Trade and other receivables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
Company considers that it is not exposed to major concentrations of credit risk in the event of non-performance of a
single customer.

Significant concentrations are considered to be individual accounts receivable balances representing more than 5%
of total trade and other receivable balances. At the reporting date, there was an amount receivable from a related
entity anmounting to EUR21.0 million (2019: EUR18.6 million).

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the
statement of financial position

The Company manages credit limits and exposures actively in a practicable manner such that past due amounts
receivable from customers are within controlled parameters. However, the Company’s policy is generally to provide
for any receivable balance that is outstanding for over one year. Actions taken to mitigate the risk of default typically
include formally notifying the clients through set policies and the suspension of fuel supply in certain cases. The
credit quality of the Company's trade and other receivables which are not impaired or past due reflects the nature of
these assets which are principally debts in respect of transactions with customers for whom there is no recent history
of default. Management does not expect any losses from non-performance by these customers. As at 31 December
2020 no significant individual trade or other receivable that would otherwise be past due or impaired have been
renegotialed.

The Company's receivables include significant amounts due from related parties that are owned, controlled, or form
part of the Government of Malta. The Company's credit control function monitors related party exposures at
individual entity level on a regular basis and ensures timely performance of these assets in the context of overall
Cormpany liquidity management. The Company assesses the credit quality of these related parties taking into account
financial position, performance and other factors and management does not expect any losses from non-performance
or default.

The ageing of trade receivables and impaired balances at the end of the reporting period was as follows:

31 December 2020 31 December 2019

Gross ECL Gross ECL

EUR000 EUR'000 EUR’000 EUR’000

Up to 40 days 21,274 888 35,928 -
Within one year 24,114 3,527 15,893 2,370
45,388 4,615 51,821 2,370

As at 31 December 2020, trade receivables amounting to EUR21.4 million (2019: EUR15.6 million) were past due
but not impaired. Categorisation of receivabies as past due is determined by the Company on the basis of the nature
of the credit terms in place and credit arrangements actually utilised in managing exposures with customers.
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3.

3.1

FINANCIAL RISK MANAGEMENT - continued
Financial risk factors - continued

(b} Credit risk - continued

Trade and other receivables - continued

The movement in provisions for impairment of trade and other receivables is analysed as follows:

2020 2019

EUR’000 EUR’000

At the beginning of year 2,370 788
Increase in impairment provisions 2,245 1,582
At end of year 4,615 2,370

Cash and cash equivalents
The Company principally barks with financial institutions which have high quality credit standing or rating.
Derivative financial instruments

Credit risk arising from derivative financial instruments lies in the insolvency of the contracting party and as a
consequence, in the amount of the sum, on balance, of positive market values vis-a-vis the respective derivative
counterparties. Foreign exchange derivative transactions are concluded with first rate local banking institutions only,
while fuel derivative contracts are entered into with foreign financial institutions which have high quality credit
standing or rating. The Company's main foreign derivative counterparties as at the end of the reporting periods have
an external good credit rating as determined by major rating agencies.

(c) Liguidity risk

The Company is exposed to liquidity risk in relation to meeting future obligations associated with trade and other
payables (Note 14). Prudent liquidity risk management includes maintaining sufficient cash and committed credit
lines to ensure the availability of an adequate amount of funding to meet the Company's obligations. Management
monitors liguidity risk by reviewing expected cash flows and ensures that liquid resources and facilities that are
expected to be required over the coming year are in place.
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3. FINANCIAL RISK MANAGEMENT - continued
3.1  Financial risk factors - continued

(c) Liguidity risk - continued

The table beiow presents the cash flows payable by the Company under non-derivative financial liabilities based on
the remaining contractual maturities at the end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due within twelve months equal their carrying balances, as the impact

of discounting is not significant,

Carrying  Contractual Within 1-2 2-5 Over3
amount cash flows one year years years years
EUR’600 EUR’000 EUR’000 EUR’000 EUR’000 EUR’(00

At 31 December 2020
Trade and other payables 75,254 75,254 75,254 - - -
Bank overdraft 27,704 27,704 27.704 - - -
Bank borrowings 51,521 57,035 5,509 5,509 16,529 29,488
Lease liabilities 10,961 25,073 323 329 993 23,428
Derivative financial instruments 7,293 7,293 7,293 - - -
172,733 192,359 116,083 5,838 17,522 52,916

At 31 December 2019
Trade and other payables 64,191 64,191 64,191 - - -
Bank overdraft 22,099 22,099 22.099 - - -
Bank borrowings 35,793 39,594 3,799 3,799 11,397 20,599
Lease liabilities 10,939 25,389 315 323 990 23,761
Derivative financial instruments - - - - - -
133,022 151,273 20,404 4,122 12,387 44,360

3.2 Capital risk management

The Company's objectives when managing capital are to safeguard the Company's ability to continue as a going
concern in order to provide returns to the shareholders and benefits for other stakeholders, and to maintain an optimal
capital structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the Company may
adjust the dividend payment, return capital to shareholders or issue new shares,

The Company monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total
capital, Net debt is calculated as total borrowings (as shown in the statement of financial position) less cash and cash
equivalents. Total capital is calculated as equity as shown in the statement of financial position plus net debt.
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3.3

FINANCIAL RISK MANAGEMENT - continued

The gearing ratio as at 31 December 2020 was as follows:

2620 2019

EUR000 EUR’000

Total borrowings 51,521 35,793
Cash and cash equivalents (Note 10) (27,191) (20,110)
Net debt 24,330 15,683
Total equity (excluding hedging reserve) 69,834 80,750
Total capital 94,164 96,433
Gearing 25.8% 16.3%

The directors are constantly reviewing the adequacy of the capital level in the context of the Company's operational
results, changes in the international business environment and expected reported results on the basis of management's
budgets and forecasts.

Fair values of financial instruments
Fair values of instruments not carried ot fair value

At 31 December 2020, the carrying amounts of cash at bank, trade and other receivables, trade and other payables
and short-term borrowings reflected in the financial statements are reasonable estimates of fair value in view of the
nature of these instruments or the relatively short period of time between the origination of the instruments and their
expected realisation.

Fair values estimation in relation to financial instruments carried at fair value

The Company's financial instruments which are carried at fair value include derivative financial instruments
designated as hedging instruments (Note 7).

The Company is required to disclose fair value measurements by level of the following fair value measurement
hierarchy for financial instruments that are measured in the statement of financial position at fair value:

+  Quoted prices {untadjusted) in active markets for identical assets (level 1);

. Inputs other than quoted prices included within level 1 that are observable for the asset either
directly i.e. as prices, or indirectly i.e. derived from prices (level 2);

. Inputs for the asset that are not based on observable market data i.e. unobservable inputs (level 3).

This hierarchy requires the use of observable market data when available. The Company considers relevant and
observable market prices in its valuations where possible as outlined above. For assets and liabilities that are
recognised in the financial statements on a recurring basis, the Company determines whether transfers have occurred
between levels in the hierarchy by re-assessing categorisation (based on the lowest level input that is significant to
the fair value measurement as a whole) at the end of each reporting period.

The Company’s derivative financial instruments are classified as level 2. The measurement methods are disclosed in
Note 2.9.
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4,

4.1

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and based on historical experience and other factors including
expectations of future events that are believed to be reasonable under the circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. These estimates and assumptions present a risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year. The Company's
directors and management also make judgements, apart from those involving estimations, in the process of applying
the entity's accounting policies that may have a significant effect on the amounts recognised in the financial
statements.

Impact of COVID-19

As a result of the COVID-19 pandemic in 2020, the company faced significant challenges, experiencing reduction
in sales volumes, both in relation to the distribution of fuel in the local market as well as in the aviation sector. The
Company also experienced a delay in the collection of its receivables. With the easing of the measures implemented
by the Government to contain the pandemnic and the re-opening of the Malta International Airport on 1 July 2020,
the company has gradually experienced a recovery in its performance and the volumes sold. However, the COVID-
19 pandemic has inevitably had a significant impact ot the financial performance and the financial position of the
Company.

During the year, the Company has registered a loss before tax of EUR14.8 million (2019: profit before tax of EUR7.0
million), with revenue falling by 30.6% from EUR349.9 million in 2019 to EUR242.9 million in 2020. The
Company has in the meantime continued with the upgrade of the facilities in Has-Saptan in line with its plans
established before the onset of the pandemic. The company has engaged with its customers, suppliers and lenders in
order to enable it to effectively manage the restraints experienced on its liquidity position. During the year, the
Company secured a new loan of EUR8 million under the COVID-19 guarantee scheme and a 6-month moratorium
on its all loans and interest repayments.

As at 31 December 2020, the company’s current liabilities exceeded the current assets by EUR27.6 million in 2020
(2019: by EUR1.2 million). Management prepared a forecast which considers the actual results until August 2021
and estimates the receipts and outflows based on the expected level of operations for an extended period covering up
to July 2022. The main assumptions and estimations in the forecasts relate to the sales volumes and the margins
realised thereon which are subject to market changes. InJuly 2021, the Company has also secured additional banking
facilities amounting to EUR33 million.

On the basis of the positive results generated up to August 2021, the forecasted cash flows as well as the available
bank facilities, management believes that the Company will have adequate resources to meet its obligations as they
fall due.
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4.

4.2

4.3

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS - continued
Impairment testing

The Company tests goodwill annually for impairment or more frequently if there are indications that goodwill might
be impaired. Determining whether the carrying amounts of these assets can be realised requires an estimation of the
recoverable amount of the cash generating units. The value in use calculation requires the directors to estimate the
future cash flows expected to arise from the cash generating unit and a suitable discount rate in order to calculate
present value.

The key assumptions for the value in use calculations are those regarding the discount rates, growth rates and
expected changes to selling prices and direct costs during the period. The directors estimate discount rates using pre-
tax rates that reflect current market assessments of the time value of money and the risks specific to the CGUs. The
growth rates are based on industry growth forecasts. Changes in selling prices and direct costs are based on past
practices and expectations of firture changes in the market.

The assessment of recoverability of the carrying amount of goodwili includes:

e  forecasted projected cash flow and projection of terminal value using the perpetuity method;
e  volume growth to recover to pre-COVID-19 levels by 2022-2025.
e rate of 6.37% (pre-tax) to discount the projected cash flows to net present values.

Based on the above assessment, management expects the carrying amount of goodwill to be recoverable and there is
no impairment in value of the goodwill.

Expected credit losses of aviation receivables

The management of the company recognises an allowance for expected credit losses (ECLs) for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due
in accordance with the contract and all the cash flows that the Company expects to receive, discounted at an
approximation of the original effective interest rate.

For trade receivables, the Company applies a simplified approach in calculating ECLs. Therefore, the Company does
not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting
date. The ECL is calculated by multiplying the Probability of Default (PPD), Loss Given Default (LGD), and
Exposure at Default (EAD).

As a result of the COVID-19 pandemic there was a general deterioration in various sectors particularly global air
traffic demand, which impacted aviation being one of the main sectors supplied by the Company. This has increased
the estimation uncertainty of the probability of default of receivables from counterparties operating in the aviation
sector. [ncluded within the gross carrying amount of trade and other receivables of EUR45.3m (note 3.1} as at year
end, the company receivables from counterparties operating in the aviation sector amounting to EUR21.8m (2019:
EUR23.7m), out of which an amount of EUR21.0m (2019: EUR18.5m} was due from a related entity. In estimating
the ECL management considers both internal debtor performance data as well as market data. The ECL on
receivables from counterparties operating in the aviation sector as at year end was estimated at EUR3.8m (2019:
EURI.6m).

The estimation of ECL includes making assumptions concerning the future. Existing circumstances and assumptions
about future developments may change due to market changes or circumstances that are beyond the control of the
Company. The estimation uncertainty at the reporting date had the potential of causing a material adjustment to the
caitying amount of frade and other receivables.
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5. PROPERTY, PLANT AND EQUIPMENT

Buildings and Furniture, fittings
infrastructural Plantand Motor and office Assets under
improvements machinery vehicles equipment Construction Total
EUR600 EUR008 EUR'G00 EUR’000 EUR000 EUR’000
Cost
Asat 1 January 2019 26,883 2,982 2,593 200 27373 60,731
Additions 773 - 2026 620 26,537 29,956
Transfer inf{out) 1,664 11,409 - - (£3,073) -
As at 1 January 2020 29,320 14,391 4,619 1,520 40,837 90,687
Additions 2,085 5,622 2,309 207 14,345 24,568
Disposals - n . 65) - (66)
As at 31 December 2020 31405 20,012 6,928 1,662 55,182 115,189
Depreciation
As at31 December 2019 2,114 842 323 123 - 3,402
Depreciation charge 51t 400 425 235 - 1,571
Asatl January 2020 2,625 1,242 748 358 - 4973
Depreciation charge 593 [431 399 315 - 2,938
Depreciation released on disposal - h - (35) - (36)
As at 31 December 2020 3218 2672 1,347 638 - 7875
Net Book Value
As at 31 December 2020 28,187 17,340 5,581 1,024 55,182 107314
Asat 31 December 2019 26,695 13,149 3.87 1,162 40,837 85,714

The charge for depreciation included in the income statement is as follows:

2020 2019

EUR’000 EUR’000

Cost of sales 1,488 550
Distribution costs 1,084 756
Administration expenses 366 265
2,938 1,571
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5.1

RIGHT-OF-USE ASSETS

The Company has lease contracts for various property used in its operations. Set out below are the carmrying
amounts of right-of-use assets recognised and the movements during the year:

2020 2019

EUR’000 EUR’(00

At 1 January 10,939 -

Upon adoption of IFRS16 - 10,939

Depreciation expense (365) -

At 31 December 10,574 10,939
GOODWILL

The management of the Company assess the goodwill for impairment at the end of every reporting period (Note
4.1). The management considers the market variables such as oil prices frend, consumer demand, foreign currency
rates and interest rates when making cash flow projection for assessing goodwill impairment.

DERIVATIVE FINANCIAL INSTRUMENTS

The fair values of Company’s derivative financial instruments designated as hedging instruments at the end of the
reporting year are as follows:

Fair values

Assets Liabilities

EUR000 EUR000
At 31 December 2020
Foreign exchange derivatives
- cuirency forwards - (3,974)
Fuel price hedging derivatives
- commodity swaps 9,686 (3,319)
Total derivative financial assets/(liabilities) 9,686 (7,293)
At 31 December 2019
Foreign exchange derivatives
- currency forwards (335) -
Fuel price hedging derivatives
- cominodity swaps 6,379 -
Total derivative financial assets/(liabilities) 6,044 -
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7.

DERIVATIVE FINANCIAL INSTRUMENTS - confinued
Derivatives are designated as cash flow hedges.

The above are included in the statement of financial position under the following classifications:

2020 2019
EUR’000 EUR’000
Derivative financial assets
Current 9,686 6,044
Derivative financial liabilities
Current (7,293) -

Foreign exchange derivatives

The currency forward contracts outstanding as at 31 December 2020 have a notional value of USD67.8 million
{2019: USD98.6 million).

These contracts mature within a period of one to twelve months from the end of the reporting period and within the
same period of time the forecast transactions designated as items being hedged by these contracts are expected to
affect the income statement.

Fuel price hedging derivatives

The fuel price hedging derivatives contracts outstanding as at 31 December 2020 have a notional value of USD78.2
million (2019: USD137.6 million),

These fuel hedging derivative contracts would typically have monthly exercise or settlement dates and upon monthly
net cash settlements, amounts recognised in equity in respect of these contracts would be released to
inventory/income statement as applicable as the forecast hedged transactions would simultaneously affect the results
of the Company.

Risk management strategy of the Company is disclosed in Note 3.1 — Market risk,
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8.

INVENTORIES
2020 2019
EUR’000 EUR’000
Petroleum products 33,950 26,720
Consumable spare parts 125 41
34,075 26,761

During the current financial year, there were no inventory write-offs (2019: EUR(.13 million) have been reflected in

these financial statements.

TRADE AND OTHER RECEIVABLES

2020 2019
EUR’000 EUR’000
Trade and related receivables 19,044 29 823
Amounts owed by parent company 2,596 1,529
Amounts owed by other related parties 19,133 18,099
Prepayments and accrued income 201 106
40,974 49,557

Trade and related receivables are stated net of provisions for impairment as follows (Note 3.1):
2620 2019
EUR000 EUR’000
Trade and related receivables 275 788
Amounts owed by other related parties 4,340 1,582
4,615 2,370

An ageing analysis of trade receivables is included in Note 3.1,
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10,

11.

12.

CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, the year-end cash and cash equivalents comprise the following:

Cash at bank and in hand
BRank overdraft

EQUITY

(a) Issued eapital

Authorised and issued:
(2020/2019: 62,250,000} ordinary shares of EUR1 each

(b) Dividends
Final dividend
Gross
Tax at source at 35%
Net

Net dividend per share

HEDGING RESERVE

2020 2019
EUR’000 EUR’000
513 1,989
(27,704) (22,099)
(27,191) (20,110)
2020 2019
EUR’000 EUR’000
62,250 62,250
1,850 2,400
(647) (840)
1,203 1,560
0.019 0.025

The changes in fair values of hedging instruments qualifying as cash flow hedges are recorded in a separate category
of equity in the hedging reserve. As at 31 December the reserve is made up as shown below:

Currency Commodity
forwards derivatives Total
EURGO0 EUR000 EUR000
At 31 December 2018
Gross amounts of gains/(losses) 1,333 (12,673) (11,340)
Deferred income taxes (467) 4,436 3,969
866 (8,237) (7,371)
Movement —31 December 2619
Gains/(losses) from changes in fair value {2,290) 22,124 19,384
Deferred income taxes 732 (7,743) (7,012)
(1,558) 14,381 12,823
Transferred to inventories 522 202 723
Transferred to statement of profit or loss - (3,274) (3,274)
Deferred income taxes (183) 1,675 893
339 (1,997) (1,658)

39



ENEMED CO. LTD.
Financial Statements for the year ended 31 December 2020

NOTES TO THE FINANCIAL STATEMENTS - continued

12.

13.

HEDGING RESERVE - continued

At 31 December 2019
(Losses)/gains from changes in fair value
Deferred income taxes

Movement — 31 December 2020
(Losses)/gains from changes in fair value
Deferred income taxes

Transferred to inventories
Transferred to statement of profit or loss
Deferred income taxes

At 31 December 2020
Gross amounts of (losses)/gains
Deferred income taxes

Currency Commodity
forwards derivatives Total
EUR000 EUR’000 EUR’(00
(435) 6,379 5,944
82 (2,232) (2,150)
(353) 4,147 3,794
(3.639) (42,715) (46,354)
1,344 14,049 16,293
(2,295} (27,766) (30,061)
244 26,075 26,318
- 16,629 16,629
(85) (14,946) {15,032)
159 27,757 27916
(3,830) 6,367 2,537
1,341 (2,229) {888)
(2,489) 4,138 1,649

The net fair value gains at 31 December 2020 on commodity contracts which hedge anticipated future transactions
will be transferred from the hedging reserve to inventory when the derivative is settled. It is subsequently transferred
to the statement of profit or loss when the forecast transactions occurs.

DEFERRED TAXATION

The movement on deferred taxation is as follows:

Opening balance

{Debit)/credit to the income statement (Note 18)
(Debit)/credit to other comprehensive income (Note 13)

At end of year

2020 2019
EUR’000 EUR’000
(1,914) 5,870
5,260 (1,665)
1,262 (6,119)
4,608 (1,914)

Deferred taxes are recognised using the liability method on temporary differences and are measured at the tax rates
that are expected to apply to the period when the asset is realised or the liability is settled based on tax rates (and

tax laws) that have been enacted by the end of the reporting period. The principal tax rate used is 35%.
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13.

DEFERRED TAXATION - continued

Deferred income tax assets and liabilities are offset when the taxes concerned relate to the same fiscal authority.
The following amounts are offset in the statement of financial position:

Deferred tax assets
Deferred tax liabilities

At end of year

2020 2019
EUR’000 EUR’000
7212 1,044
(2,604) (2,958)
4,608 (1,914)

The directors are confident that any deferred tax liability recognised in the financial statements will be realised in
the foreseeable future through trading operations conducted by the Company. Tax losses and unabsorbed capital

allowances do not expire under Maltese legislation.

Deferred taxation is composed of deferred tax assets and liabilities which are expected to be recovered afer more
than 12 months, except for deferred tax liability on the fair valuation of derivative instruments amounting to
EURO0.89 million (2019: deferred tax asset of EURZ. 15 million) which are expected to crystallise within the next
12 months. Deferred tax assets and liabilities and the related movements are attributable to the following items:

(Liabilities)/assets

At 1 January 2020

Credit 1o statement of
other comprehensive
income

(Debit)/credit to income
statement

At 31 December 2020

(Liabilities)/assets

At 1 January 2019

Credit to statement of
other comprehensive
income

(Debit)credit to income
statement

At 31 December 2019

Trading
ROU asset lossesand  Property,
and lease capital Plant and
liabilities allowances equipment Receivables  Payables Derivatives Inventory Total
EUR’000 EUR000 EUR000 EUR00C EUR000 EUR000 EUR’000 EUR00C
- - (726) 937 (82) (2,130) 107 (1,914
- - - - - 1,262 - £262
136 4,658 (627) 1,375 (282) - - 5,26(
136 4,658 (1,353) 2,312 (364) (888) 107 4,608
Trading
ROU asset losses and  Property,
and lease capital Plant and
liabilities allowances equipment Receivables  Payables Derivatives Inventory Total
EUR000 EUR00 EUR000 EUR00 EUR0M0 EUR000 EURG0 EUR'00C
- - (305) 200 31 5,786 158 5,87
- - - - - (6,119) - {6,119
- - 421) 737 (113) (L8I7) (51) (1,665
- - (726) 937 (82) (2,150) 107 (1,914,

Deferred tax assets are recognised to the extent that realisation of the related tax benefit through future taxable

profits is probable.
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14. TRADE AND OTHER PAYABLES
2026 2019
EUR’000 EUR’000
Trade payables 25,063 30,559
Accruals and deferred income 14,787 4,920
Amount due to related parties (Note 23) 35,404 28,712
75,254 64,191
15. BANK BORROWINGS
2020 2019
EUR’000 EUR’000
Non-current
Bank Loans 46,932 32,595
Current
Bank Loans 4,589 3,198
51,521 35,793
The Company has the following facilities:
4] Bank loan facilities of EUR43.5 million (2019: EUR35.8 mitlion) bearing interest of 1.75% (minimum
rate) plus 3 months EURIBOR per annum repayable on the term of 15 years from first drawdown.
(i1) Bank loan facilities of EURS.0 million (2019 nil) bearing mterest of 1.75% (minimum rate) plus 3 months
EURIBOR per annum repayable on the term of 6 years from first drawdown.
(iii) The loan facilities are secured by a general hypothec for EUR75 million and guarantees of EURS
million over all the assets of the Company supported by a special hypothec of EUR7S5 million over the
Company'’s assets as well as other guarantees provided by third party companies.
(iv)  Subsequent to year-end, the Company secured a trade finance facility of 25m and an invoice facility
amounting to 9m.
15.1. LEASE LIABILITIES

The Company has lease contracts for various property used in its operations. Set out below are the carrying

amounts of lease liabilities and the movements during the year:

2020 2019

EUR000 EUR000

At 1 January 16,939 -
Upon adoption of IFRS16 - 10,939
Accretion of interest 338 316
Payments (316) (316)
At 31 December 10,961 10,939
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15.1. LEASE LIABILITIES - continued

The following are the amounts recognised in profit or [oss during the year:

2020 2019
EUR’000 EUR’000
Depreciation expense of right of use assets 365 -
Interest expense on leased liabilities 338 316
Short-term leases 745 836
Total amounts recognised in the profit or loss 1,448 1,152
The Company’s lease contracts do not include extension and termination options.
16. EXPENSES BY NATURE
2020 2019
EUR’060 EUR’000
Cost of sales and administrative expenses
Employee benefit expense (Note 17) 5,761 6,786
Depreciation of property, plant and equipment 2,938 1,571
Depreciation of right of use assets 365 -
Net purchases of petroleurn products 138,239 196,441
Maintenance and inventory related expenses 831 1,220
Duty on products sold 96,859 123,719
Rent 745 836
Other expenses 9,827 11,454
255,565 342,027
Disclosed as
Cost of sales 239,410 326,091
Transmission and distribution costs 7.822 8,909
Administrative expenses 8,333 7,027
Total 255,565 342,027
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NOTES TO THE FINANCIAL STATEMENTS — continued

16. EXPENSES BY NATURE - continued

Auditor’s fees
Fees charged by the auditor for services rendered during the year ended 31 December 2020 and 2019 relate to the
following:
2020 2019
EUR’000 EUR’000
Annual statutory audit 30 23
Other non-audit services 4 4
Total 34 27
17.  EMPLOYEE BENEFIT EXPENSE
2020 2019
EUR’000 EUR’000
Wages and salaries 2,978 2,462
Social security costs 184 139
3,162 2,601
Amounts recharged by related parties 2,708 4,045
Other differences (109) 140
5,761 6,786

Employee benefit expenses represent amounts recharged by a related Company (Note 23). The average number of
persons employed by the Company during the year amounted to 174 (2019 178).

2020 2019
No. No.
Administration 32 35
Operations 142 143
174 178

Directors' remuneration is disclosed in Note 19.

18. INCOME TAX EXPENSE

2020 2019
EUR’000 EUR000
Current tax expense 148 635
Deferred tax (credit)/charge (Note 13) (5,260) 1,665
Income tax (credit)/ expense (5,112) 2,300
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NOTES TO THE FINANCIAL STATEMENTS - continued

18.

19.

INCOME TAX EXPENSE — continued

The tax impacts, which are entirely attributable to deferred taxation, relating to components of other comprehensive

income and accordingly presented directly in equity are as follows:

Cash flow hedges

Cash flow hedges

2020
Before Tax Net of
tax credit tax
EUR000 EUR’000 EURG00
2,537 (888) 1,649
2019
Before Tax Net of
tax credit tax
EUR’000 EUR’000 EUR’000
5,944 (2,150) 3,794

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the basic tax

rate as follows:;

(Loss)/profit before tax

Tax on (loss)/profit at 35%

Tax effect of:

Income taxed at other tax rates

Expenses not deductible for tax purposes
Other differences

Income tax (credit)/expense

DIRECTORS' EMOLUMENTS

Salaries and other emoluments

2020 2019
EUR’000 EUR’000
(14,825) 7.019
(5,189) 2,457
(265) (320

243 203
99 (40)
(5,112) 2,300
2020 2019
EUR’000 EUR'000
47 12
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NOTES TO THE FINANCIAL STATEMENTS — continued

20.

21,

22,

CASH FROM OPERATIONS

Reconciliation of profit before tax to cash from operations:

2020 2019
EUR000 EUR’000
Profit/(loss) before tax (14,825) 7,019
Adjustments for:
Depreciation on property, plant and equipment (Note 5) 2,938 1,571
Depreciation on ROU assets (Note XX) 365 -
Provision for impairment of trade and other receivabies 2.245 1,582
Provision for obsolete stock - (145)
Loss on disposal 29 -
Finance costs 980 536
Change in working capital:
Inventories (7,070) (780)
Trade and other receivables 6,338 (11,674)
Trade and other payabies 5,156 27,675
Cash from operations (3,844) 25,784
COMMITMENTS
Capital commitments

At the year end, the Company had the following capital commitments in respect of property, plant and equipment;

2020 2019

EUR’000 EUR’000

Authorised but not contracted - 28.847
Contracted but not yet incurred 23,913 37,723
23,913 66,570

CONTINGENCIES
Guarantees

As at 31 Decemnber 2020, letters of credit amounting to EUR4.1 million (2019: EUR4.1 million) were issued
by the Company’s bankers in favour of related parties.
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NOTES TO THE FINANCIAL STATEMENTS — continued

23.

RELATED PARTY TRANSACTIONS

The Company’s immediate parent is Petromal Company Limited which is a Company registered in Malta with
registration number C65288 and registered address 31% March 1979 Installation, Sacred Heait Promenade,
Birzebbugia, Malta, The results of the Company are consolidated with the results of Petromal Company Limited.
The Company is ultimately owned and controlled by the Government of Malta. Therefore, the Company considers
that, for the purpose of IAS 24 (revised), the Government and Government-related entities are related parties for
the purpose of the disclosures required by IAS 24. The Company supplies petroleum products in the ordinary
course of business to related parties. The compensation payable to key management personnel amounted to
EUR316,178 (2019: EUR194,019).

During the year, the Company had the following transactions with Government and Government-related entities:

2020 2019

EUR’000 EUR’000

Revenue 18,631 30,338
Cost of sales {96,859) (123,719)
Administrative expenses 2,890y {4,045)

Dividends 1,203 1,560

Significant balances with Government and Government-related entities for the Company as at the end of the
reporting periods are disclosed as follows:

Notes 9 and 14 include details of trade receivables and trade payables held with related parties. As at 31 December,
the Company also had the following balances held with Government and Government related entities:

2020 2019

EUR’000 EUR’000

Cash and cash equivalents 162 143
Bank borrowings 51,521 35,793
Overdraft 27,704 22,099
Tax receivable 1,972 3,976

As disclosed in note 22, letters of credit amounting to EUR4.1 million (2019: EUR4.1 million) were issued by the
Company’s bankers in favour of related parties.
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NOTES TO THE FINANCIAL STATEMENTS — continued
24,  COMPARATIVE INFORMATION

Certain comparative information was updated to conform to the current year’s presentation. Changes are
summarised below:

Statement of Financial Pesition

Reported Updated

December 2019 Adjustment December 2019

EUR’G00 EUR’000 EUR’000

Right of use assets - 10,939 10,939

Lease liabilities — Non-current - (10,939) (10,939)
Statement of Profit or Loss

Reported Updated

December 2019 Adjustment December 2019

EUR’000 EUR’000 EUR’000

Distribution costs (9,225) 316 (8,909)

Finance costs (220) (316) (536)

Similarly, the notes to these financial statements that support the above balances were adjusted to reflect the
transaction above.
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GENERAL INFORMATION

Registration

Enemed Co. Ltd. (“the Company” is registered in Malta as a limited liability company under the Companies
Act, Cap. 386 of the Laws of Malta. The Company's registration number is C 66404. The Company was
incorporated on 19 August 2014,

Directors

Mr. Kevin Chircop (Chairman)

Mr. Francis Cassar

Ms. Nikita Zammit Alamango

Ms. Alison Zerafa Civelli (resigned on 20 July 2022)

Ms. Sarah Camilleri

Ms. Stephanie Pace Hili

Mr. Andrew Luke Vella (resigned on 7 October 2021)

Mr. Jeffrey James Camilleri (appointed on 7 October 2021)
Mr. Emanuel Vassallo (appointed on 20 July 2022)

Company secretary

Ms. Charmaine Cherrett (resigned on 7 October 2021)
Mr. Ishmael Psaila (appointed on 7 October 2021 & resigned on 18 May 2023)
Mr. Emanuel N/A Noel Bezzina (appointed on 18 May 2023)

Registered office

National Distribution Centre,
Trig iFMina tal-Hazna tal-Fjuwil,
Has-Saptan, Ghaxaq GXQ1260
Malta

Auditor

Ernst & Young Malta Limited
Regional Business Centre
Achille Ferris Street

Msida MSD 1751

Malta
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Directors’ Report

The directors present their annual report and the audited financial statements of Enemed Co. Ltd. ("the
Company") for the year ended 31 December 2021.

Principal activities

The principal activity of the Company is the importation and distribution of petroleum products and the
renting of fuel storage facilities to third parties.

Performance review and future developments

In July 2021, the new National Distribution Centre in Has-Saptan, went into operation and the Birzebbugia
facility was put on cold standby to ensure operations stability. In December of 2021, all storage tanks at
Birzebbugia were emptied. In November 2021, the administration of the Company moved into the new
Head Office to further centralise operations. During the current year, the Company was still recovering
from the impact of the COVID-19 pandemic and notwithstanding a significant improvement when
compared to the results of 2020, the performance of 2021 was still under par when compared to pre-
COVID levels.

To ensure management's focus to achieve the strategic objectives set out by the Board of Directors, six
pillars have been identified at the beginning of the year, and this report will state the achievements with
respect to each pillar.

The key results achieved in each respective pillar are reported below

Financial review

The statement of profit or loss of the Company is set out on page 12. During the current year, the
Company reported revenue of EUR276.4 million (2020: EUR242.9 million). During the same year, the
Company has generated a profit before tax of EUR20.6 million (2020: loss before tax of EUR14.8 miillion).
There was an increase in sales across the board for all business segments when compared to 2020.
Diesel sales increased by 19%, Unleaded sales increased by 10% and Jet A1 sales increased by 35%.

Going Concern

Having made an appropriate assessment of going concern as discussed in Note 2.1 to these financial
statements, the Directors, at the time of approving these financial statements, have determined that there
is reasonable expectation that the Company has adequate resources to continue operating for the
foreseeable future. For this reason, these financial statements have been prepared on a going concern
basis which assumes that the Company will continue in operational existence for the foreseeable future
and will meet their financial obligations as and when they fall due.

Quality

Quality of products remained paramount during 2021 and further strengthened the brand and customer
base of the Company. The strong internal audit program lead by Quality Assurance Department, led to
recertification of ISO 9001:2015 for all the Company facilities. In addition, all franchise fuel stations were
audited and found to be compliant to the required quality standards.

From a regulatory viewpoint, the Company successfully passed the COMAH audits with no major findings
and the JIG inspection at the airport facilities. In addition, throughout the year, the company has prepared
itself for the external audit to obtain the 1ISO14001:2015 certification.

In terms of Health, Safety and Environmental, the Company did not have a good score since seven major
accidents were reported. Five incidents were related to spills and another two incidents involved the safety
of third party.
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Directors’ Report — continued
Innovation

The Company continued in its efforts to maintain the high standard of fuel quality for the inland fuels
market by seiting up a new laboratory at the new Has-Saptan facility. Furthermore, a new statistical
sampling program, that provides more confidence in the quality consistency of fuels dispatched, was
implemented.

Team

The primary focus for this year to sustain the Team pillar was mainly driven through the implementation
of ten paolicies related to the well-being of the workforce. These policies are also aimed to attract and
retain employees and are fully aligned with the Company's vision to “become the preferred choice for our
team”.

A new HR payroll system replaced an older version that was going to be discontinued by end 2022. Hence
the HR team managed to introduce a new system one year in advance. In terms of fraining development,
a soft skills training to more than sixty employees including middle management was provided cver a six-
manth period.

Operational Excellence

in terms of Operational Excellence, the major milestone of fully commissioning the National Distribution
Centre at Has Saptan was successfully achieved in July with a full move including Head Office affected
by November. Other initiatives included the development and implementation of a preventive
maintenance system for all installations. Also, the implementation of a shift system for the Maintenance
Section, covering a seven-day week period, ensured that maintenance in the silent hours can be carried
out without any disruptions. Shifting and total refurbishment of the Vapour Recovery Unit which was
conducted for the first time by Enemed employees rather than bringing consultants from abroad thus
resulting in a cost saving for the Company. The allocation and training of Stock Installation Controllers to
operate all installations as one team whereas in the past these employees were trained on one specific
installation, the new set up increased flexibility in shifting employees from one installation to another when
the need arises.

Customer

In 2021, a three-day seminar and refresher training for all franchisees was conducted ensuring that all
franchised stations maintain and are kept abreast with the Cempany’ standards. In addition, version 1 of
the Fuel Ordering Application was designed and launched to all twenty-five franchised stations across
Malta. This mobile tool allows fuel station owners to place daily orders through the app without the need
of calling at the Dispatch Unit. A further improvement in resolution and closure of customer complaints
was recorded since in 2021, all complaints were closed within five working days.

Dividends

During the year, the Company declared and settled a dividend amounting of EUR1.6 million (2020:
EUR1.20 million) to its shareholders. No further dividends are recommended.

Directors

The directors who served until the date of autheorization of these financial statements were as listed on
page 2. In accordance with the Company's Memorandum and Articles of Association, the present
directors are to remain in office. Subsequent to year end, one of the previous Directors of the Company,
Ms. Alison Zerafa Civelli, resigned and was replaced by Mr, Emanuel Vassallo on 20 July 2022.
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Directors’ Report — continued
Risk management
The Company’s risk management policies are disclosed in Note 4 of the financial statements.

Subsequent events
I Geopolitical events and their impact on fuel prices and operations of the Company

In early 2022, the conflict between Russia and Ukraine caused significant volatility and instability within
the energy sector, with prices reaching very high levels. The Company managed to partially offset the
price volatility and surging costs through its hedging arrangements for certain fuels. These measures
provided a level of financial stability amid the market turbulence. However, due to the extreme volatility,
it was challenging to hedge certain other fuels at the desired price levels. Consequently, these fuels
remained exposed to the market's instability, impacting the Company's cost structures and financial
results. This cost escalation would have led the Company to increase its fuel selling prices to ensure the
continuity of its operations in a feasible and economically viable manner.

To shield the Maltese industry and the general public from a drastic rise in the price of fuel, the
Government of Malta (‘Government’) opted to subsidise the energy utilities, which also covers the motor
fuels traded by the Company through a Government Grant. Such Grant absorbs the additional rise in fuel
costs, thereby safeguarding the Company's operational sustainability. The government has opted for this
mechanism which has been designed to counterbalance the surge in fuel costs without passing the
burden onto the industry and the general public, by ensuring that the market fuel prices remained at the
same levels. The government grant is regarded as an important consideration in the Company's
assessment as a going concern as noted in note 2.1 to these financial statements, as in the absence of
increase in fuel selling prices, the financial support provided by the government significantly contributes
to the Company's ability to continue its operations in the normal course of business.

During 2022, the Company received EUR111million in Government Grant for the purpose of retaining
adequate liquidity, out of which, EURG7.8million were taken to profit or loss during 2022 based on the
grant mechanism explained above. In the November 2022 budget speech, the government reaffirmed its
commitment to supporting the energy sector through the continuation of subsidies covering energy utilities
during 2023, which also cover the motor fuels traded by the Company. Consequently, during 2023 the
Company continued to be in receipt of Government Grants which amounted to EUR 64.5 million. In
November 2023, the government announced that it will continue to subside the energy sector into 2024
with the aim of shielding the Maltese market from an increase in fuel prices.

ii. Financing

On 3 May 2022, the Company secured a new facility with a local credit institution amounting to EUR50million,
with EUR25million secured against diesel or hydro treated vegetable oil stock and another EUR25million
covered by an alternative security (being a government guarantee).

Auditors

Ernst & Young Malta Limited have expressed their willingness to continue in office and a resolution for
their re-appointment will be proposed at the annual general meeting.

Approved by the Board of Directors and signed on its behalf on 26 February 2024 by:

e E o
4

MR. K. CHIRCOQ’ MR. J. CAMILLERI
Executive Chairman Director
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Statement of Directors’ Responsibilities

The directors are required by the Companies Act (Cap. 388) 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:

= 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 to 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;,

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

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

The directors are respensible 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). 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.




INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Ltd.

Report on the audit of the audit of the financial statements

Opinion

We have audiled the financial statements of Enemed Co. Lid (the “Company ™). sel on pages 10 to 60, which comprise the
statement ol financial position as al 31 December 2021, and the statement of comprehensive income. the statement of
changes in equity and the statement of cash flows for the year then ended, and notes to the financial statements, including
material accounting policy information.

In our opinion. the accompanying financial statements give a true and fair view of the financial position of the Company as
at 31 December 2021, 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 EL' (*IFRS™) and the Companies Act. Cap. 386 of the Laws
of Malta (the *Companies Act™).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are lurther described in the Awditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the lurernational Code of Ethics for Professional

Accountants (including International Independence Siandards) as issued by the International Ethics Standards Board of

Aceountants (1ESBA Code) ogether with the ethical requirements that are relevant to our audit of the financial statements
in accordance with the dccountancy Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the
Aecountancy Profession Act, Cap. 281 of the Laws of Malta, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the [ESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriale o provide a basis for our opinion.

Emphasis of matter

We draw attention to Note 28 to the financial statements. which describes relevant events that occurred subsequent to the
reporting date, mainly relating lo geopolitical events and their impact on fuel prices and operations of the Company. Our
opinion is not modified in respect of this matter.

Other information
The directors are responsible for the other information. The other information comprises the information included in the
Annual Report, other than the financial statements and our auditor’s report thereon. '

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon other than our reporting on other legal and regulatory requirements.

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. [f. based on the
work we have performed. we conclude that there is a material misstatement of this other information. we are required to
report that fact. We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Ltd. - continued

Report on the audit of the audit of the financial statement - continued

Responsibilities of the directors for the financial statements

T'he directors are responsible for the preparation and fair presentation ol the financial statements in accordance with 1FRS
and the requirements ol the Companies Act, and [or such internal control as the directors determine is necessary 1o enable
the preparation of financial statements that are free [rom material misstatement. whether due to fraud or error.

In preparing the financial statements. the directors are responsible [or assessing the Company s ability Lo 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 have no realistic alternative but o do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are Lo obtain reasonable assurance about whether the financial statements as a whole are [ree 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 1SAs will always detect a
material misstatement when it exists. Misstatements can arise [rom fraud or error and are considered material ifl individually
or in the aggregate. they could reasonably be expected to influence the economic decisions of users laken on the basis of
these financial statements.

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

e identify and assess the risks of material misstatement of the financial statements. whether due to fraud or error,
design and perform audit procedures responsive 1o those risks, and obtain audit evidence that is sullicient and
appropriate to provide a basis [or our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error. as fraud may involve collusion. forgery. intentional omissions.
misrepresentations. or the override of internal control

° obtain an understanding of internal control relevant to the audit in order lo 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 evaluate the appropriateness ol accounting policies used and the reasonablencss ol accounting estimates and
related disclosures made by the directors.

® conclude on the appropriateness of the directors™ use of the going concern basis ol 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. I 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. 1o modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However. future events or conditions may cause the
Company lo cease Lo 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



INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Ltd. — continued

Report on the audit of the audit of the financial statement — continued

Auditor’s responsibilities for the audit of the financial statements - continued
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.

Report on other legal and regulatory requirements

Marters an which we are required to report by the Companies Act

We are required Lo express an opinion as to whether the directors” report has been prepared in accordance with the
applicable legal requirements. [n our opinion the directors™ report has been prepared in accordance with the Companies
Acl.

In addition, in the light of the knowledge and understanding of the Company and its environment obtained in the course of

the audit. we are reguired to report if we have identified material misstatements in the Directors” Report. We have nothing
to report in this regard.

We also have responsibilities under the Companies Act Lo report to vou il in our opinion:

° proper accounting records have not been kept:
e the financial statements are not in agreement with the accounting records
e we have not received all the information and explanations we require for our audil.

We have nothing to report o vou in respect of these responsibilities.

tner in charge of the audit resulting in this independent auditor's report is
Shawn Falzon for and on behalf of

Ernst & Young Malta Limited
Certified Public Accountants

26 IFebruary 2024
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STATEMENT OF FINANCIAL POSITION
As at 31 December 2021

Notes 2021 2020
EUR’000 EUR’000

ASSETS
Non-current assets
Property, plant and equipment 6 112,754 107 314
Goodwill 7 34,500 34,500
Right-of-use assets 17 11,630 10,574
Deferred tax asset 14 605 4,608
Total non-current assets 159,489 156,996
Current assets
Inventories 9 32,973 34,075
Trade and other receivables 10 54,664 40,974
Derivative financial instruments 8 2,469 9,686
Tax receivable - 1,972
Cash and cash equivalents 14 1,658 B3
Total currant assets 91,764 87,220

Total assets 251,253

244 216
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STATEMENT OF FINANCIAL POSITION - continued
As at 31 December 2021

Notes 2021 2020
EUR’000 EUR’000
EQUITY AND LIABILITIES
Equity
Issued capital 12 62,250 62,250
Retained eamnings 19,133 7,584
81,383 69,834
Hedging reserve 13 442 1,649
81,825 71,483
Non-current liabilities
Interest-bearing loans and borrowings 16 43,813 46,932
Lease liabilities 17 12,379 10,961
Total non-current liabilities 56,192 57,893
Current liabilities
Trade and other payables 15 70,481 75,254
Interest-bearing loans and borrowings 16 38,742 32,293
Derivative financial instruments 8 1,577 7,293
Tax payable 2,436 -
Total current liabilities 113,236 114,840
Total liabilities 169,428 172,733
Total equity and liabilities 251,253 244216

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial
statements.

The financial statements on pages 10 to 60 were authorised for issue by the Board of Directors on 26
February 2024 and were signed on its behalf by:

A

MR. K. CHIRCOP MR. J. CAMILLERI
Executive Chairman Director
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STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2021

Notes 2021 2020

EUR’000 EUR’000

Revenue 18 276,415 242,899
Cost of sales 19 (233,556) {(239,410)
Gross profit 42,859 3,489
Other operating income 1,694 315
Selling and distribution expenses 19 (11,374) (8,333)
Administrative expenses 19 (11,996) (7,822)
Difference on exchange 921 (1,494)
Finance costs 20 (1,490) (980)
Profit/(loss) before tax 20,614 (14,825)
Income tax (charge)/credit 22 (7,433) 5.112

Profit/(loss) for the year 13,181 (8,713)

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial
statements.
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Annual report and financial statements for the year ended 31 December 2021

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2021

Note
Comprehensive incomef(loss)
Profit/(loss) for the year
Other comprehensive income/(loss)
Other comprehensive income/(loss) to be reclassified to
profit or loss in subsequent years
Cash flow hedges, net of deferred tax 13

Comprehensive loss

Total comprehensive income/(loss) for the year

2021 2020
EUR'000 EUR'000
13,181 (9,713)
(1,207) (2,145)
(1,207) (2.145)
11,974 (11,858)

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial

Statements.
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Annual report and financial statements for the year ended 31 December 2021

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2021

Balance as at 1 January 2021
Profit for the year

Other comprehensive loss

Total comprehensive income/(loss)

Dividends

Balance at 31 December 2021

Balance as at 1 January 2020
Loss for the year

Other comprehensive loss

Total comprehensive loss

Dividends

Balance at 31 December 2020

Notes

12

13

12

12

13

12

62,250

Issued Hedging Retained
capital reserve earnings Total
EUR’000 EUR’000 EUR’000 EUR'000
62,250 1,649 7,584 71,483
- - 13,181 13,181
- (1,207) - (1,207)
- (1,207) 13181 11974
- - (1.632) (1,632)
62,250 442 19,133 81,825
62,250 3,794 18,500 84,544
- - (9.713) (9,713)
- (2,145) - (2,145)
- (2,145) (9.713) (11,858)
- - (1,203) (1,203)

1,649

7,584 71,483

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial

staterments.
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ENEMED CO. LTD.

Annual report and financial statements for the year ended 31 December 2021

STATEMENT OF CASH FLOWS
For the year ended 31 December 2021

Cash flows from operating activities
Cash generated from/(used in) operations
Tax paid

Net cash generated from/(used in) operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
and investment property

Net cash used in investing activities

Cash flows from financing activities

Repayment of bank borrowings

Drawdown of bank borrowings

Payment of principal portion of lease liabilities

Dividend paid

Interest paid

Net cash (used in)/generated from financing activities

Net movement in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial

statements.

Notes 2021 2020
EUR’'000 EUR’000
24 18,459 (3,844)
1,627 1,856
20,086 (1,988)
(18,891) (18,109)
(18,891) (18,109)
(3,968) (1,212)
911 16,940
(332) -
(1,632) (1,203)
(1,417) (1,509)
(6,438) 13,016
(5,243) (7,081)
(27,191) (20,110)
11 (32,434) (27,191)
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ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS

2.1

GENERAL INFORMATION

Enemed Co. Ltd. {“the Company") is registered in Malta as a limited liability company under the
Companies Act, Cap. 386 of the Laws of Malta. The Company’s principal activity is the importation and
distribution of petroleum products and the renting of fuel storage facilities to third parties. The Company
was incorporated on 19 August 2014 and holds a registration number of C 66404

BASIS OF PREFPARATION

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (“IFRSs”) as adopted by the European Union (“EU") and with the Companies Act,
Cap. 386 of the Laws of Malta.

The financial statements have been prepared under the historical cost convention except for derivative
financial instruments which have been measured at fair value. These financial statements are presented
in Euro ("EUR") which is the Company’s functional and presentation currency. Unless otherwise stated,
all financial information presented has been rounded to the nearest thousand ("EUR'000").

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. Significant accounting judgments. estimates and
assumptions are disclosed in Note 5 to these financial statements.

Going Concern
Operations

During the year ended 31 December 2021, the Company reported revenue of EUR276.4million (2020.
EUR242 9million) and generated a profit before tax of EUR20.6million (2020: loss before tax of
EUR14.8million). Such improvement in results evidence recovery from the effects of the COVID-19
pandemic, however the Company's operations have not yet reached pre COVID-19 levels.

The positive results achieved by the Company during the year ended 31 December 2021 are largely
attributed to effective hedging strategies in place for its two main products, diesel and unleaded. The
successful implementation of these hedging agreements has enabled the Company to maintain its
profitability.

Financial Position

As at 31 December 2021, the Company's current liabilities exceeded its current assets by EUR21.5million
(2020: EURZ27.6million) whereas the Company's total assets exceeded its total liabilities by
EUR81.8million (2020: EUR71.5million). Despite the current liability position, the Company generate
sufficient cash flows from operations within a financial year which provides the necessary liquidity to setile
its short-term obligations. Moreover, a portion of the Company’s trade and other payables balance are
with related parties, with which repayment terms can be managed if the need arises.

As outlined below, management has prepared a cashflow forecast for the Company to assess the
sustainability of its operations over the foreseeable future considering a going concern assessment period
covering up to 31 December 2024,
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ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

2.

21

BASIS OF PREPARATION - continued
Going Concern ~ continued
Liguidity

As at reporting date, the Company had aggregate banking facilities of EURS5.2million (2020:
EURT79.2million) of which EUR2.6million (2020: nil) were undrawn banking facilities.

As explained in Note 16 to these financial statements, the Company has contractual loan covenants,
which require maintaining a minimum Debt Service Coverage Ratio (‘DSCR") or for the Company to
demonstrate its ability to generate sufficient cash to service its debt obligations.

Subsequent to year end, the Company has secured a trade finance facility amounting to EUR50million,
for the purpose of providing the Company with immediate access to funds to manage short-term cash
flow needs or unexpected increase in costs.

Geapolitical events and their impact on fuel prices and operations of the Company

As explained in Note 28 to these financial statements, in early 2022, the conflict between Russia and
Ukraine caused significant volatility and instability within the energy sector, with prices reaching very high
levels. The Company managed to partially offset the price volatility and surging costs through its hedging
arrangements for certain fuels. These measures provided a level of financial stability amid the market
turbulence. However, due to the extreme volatility, it was challenging to hedge certain other fuels at the
desired price levels. Consequently, these fuels remained exposed to the market's instability, impacting
the Company's cost structures and financial results. This cost escalation would have led the Company to
increase its fuel selling prices to ensure the continuity of its operations in a feasible and economically
viable manner.

To shield the Maltese industry and the general public from a drastic rise in the price of fuel, the
Government of Malta (‘Government’) opted to subsidise the energy utilities, which also covers the motor
fuels traded by the Company through a Government Grant. Such Grant absorbs the additional rise in fuel
costs, thereby safeguarding the Company's operational sustainability. The Government has opted for this
mechanism which has been designed to counterbalance the surge in fuel costs without passing the
burden onto the industry and the general public, by ensuring that the market fuel prices remained at the
same levels.

During 2022, the Company received EUR111million in Government Grant for the purpose of retaining
adequate liquidity, out of which, EURE7 8million were taken to profit or loss during 2022 based on the
grant mechanism explained above.

In the November 2022 budget speech, the government reaffirmed its commitment to supporting the
energy sector through the continuation of subsidies covering energy utilities during 2023, which also cover
the motor fuels traded by the Company. Consequently, during 2023 the Company continued to be in
receipt of Government Grants which amounted to EURG4.5 million. Similarly, in November 2023, the
government announced that it will continue to subside the energy sector into 2024 with the aim of shielding
the Maltese market from an increase in fuel prices.
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ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS ~ continued

2.

2.1

3.1

3.2

BASIS OF PREPARATION - continued

Going Concern — continued

Cashfiow forecast

Management has prepared a cashflow forecast for the period ending 31 December 2024, considering
significant events and transactions that have occurred or are expected to occur subsequent to year end,
taking into account actual results to date and projected activities, including forecasted revenue and
expenditure, up to 31 December 2024.

The cashflow forecast prepared by management takes into consideration the expected sales volumes
and the continuation of the Government Grant explained above, together with other working capital
considerations.

Management has also considered other scenarios, and under the scenarios tested, the Company is
expected to continue to have sufficient liquidity relative to the facilities available to it.

Accordingly, based on information available at the time of approving these financial statements, the
Directors have reasonable expectation that the Company will meet all its obligations as and when they
fall due over the assessment period and therefore, that the going concern basis adopted for the
preparation of these financial statements remains appropriate.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Standards, interpretations and amendments to published standards as endorsed by the
European Union effective in the current year

The accounting policies adopted are consistent with those of the previous financial year, except for the
following amendments to IFRS effective during the year:

- Amendments to IFRS 16 Leases: COVID-19 — Related Rent Concessions beyond 30 June
2021 (issued on 31 March 2021)

- Amendments to IFRS 8, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark Reform
—Phase 2 (issued on 27 August 2020)

- Amendments to IFRS 4 Insurance Contracts — deferral of IFRS 9 (issued on 25 June 2020)

The adoption of these amendments did not have significant impact on the financial statements or
performance of the Company.

Standards, interpretations and amendments to published standards as adopted by the EU which
are not yet effective

Up to date of approval of these financial statements, certain new standards, amendments and
interpretations to existing standards have been published but which are not yet effective for the current
reporting year and which the Company has not early adopted but plans to adopt upon their effective date.
The new and amended standards follow:

- Amendments to IFRS 3 Business Combinations; IAS 16 Property, Plant and Equipment; I1AS
37 Provisions, Contingent Liabilities and Contingent Assets; and Annual Improvements 2018-
2020 (All issued 14 May 2020) (effective for financial year beginning on or after 1 January
2022)
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ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.2

3.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Standards, interpretations and amendments to published standards as adopted by the EU which
are not yet effective — continued

- IFRS 17 Insurance Contracts (issued on 18 May 2017); including Amendments to IFRS 17
(issued on 25 June 2020) (effective for financial year beginning on or after 1 January 2023)

- Amendments to |IAS 8 Accounting policies, Changes in Accounting Estimates and Errors:
Definition of Accounting Estimates (issued on 12 February 2021) (effective for financial year
beginning on or after 1 January 2023)

- Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2:
Disclosure of Accounting policies (issued on 12 February 2021) (effective for financial year
beginning on or after 1 January 2023)

- Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising
from a Single Transaction (issued on 7 May 2021) (effective for financial year beginning on or
after 1 January 2023)

- Amendments to IFRS 17 Insurance contracts: Initial Application of IFRS 17 and IFRS 9 —
Comparative Information (issued on 9 December 2021) (effective for financial year beginning
on or after 1 January 2023)

- Amendments to IAS 12 Income Taxes: International Tax Reform — Pillar Two Model Rules
(issued on 23 May 2023) (effective immediately for financial year beginning on or after 1
January 2024)

- Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (issued on 22
September 2022) (effective for financial year beginning on or after 1 January 2024)

- Amendments to IAS 1 Presentation of Financial Statements:

o Classification of Liabilities as Current or Non-current (issued on 23 January 2020);
o Classification of Liabilities as Current or Non-current - Deferral of effective date (issued on
15 July 2020);
o Non-current liabilities with covenants (issued on 31 October 2022)
(effective for financial year beginning on or after 1 January 2024)

The changes resulting from these standards, interpretations and amendments are not expected to have
a material effect on the financial statements or performance of the Company. The Company has not early
adopted any standard, interpretation or amendment that have been issued but is not yet effective.

Standards, interpretations and amendments that are not yet endorsed by the EU

These are as follows:

- Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates: Lack of

Exchangeability (issued on 15 August 2023)
- Amendments to IAS 7 Statements of Cash Flows and IFRS 7 Financial Instruments:
Disclosures: Supplier Finance Arrangements (issued on 25 May 2023)

The Company is still assessing the impact that these new standards will have on the financial
statements.
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Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

34

3.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Foreign currency translation
(a) Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). The financial statements are
presented in Euro ("EUR"), which is the Company's functional and presentation currency.

(b) Transactions and balances

Transactions in foreign currencies are initially recorded at their respective functional currency spot rates
at the date the transaction first qualifies for recognition. Monetary assets and liabilities denominated in
foreign currencies are translated at the functional currency spot rates of exchange at the reporting date.
Differences arising on settlement or translation of monetary items are recognised in the statement of profit
or loss.

The Company enters into foreign exchange forward contracts in order to manage its exposure to
fluctuations in foreign currency rates on specific transactions. Further information is disclosed in Note
3.1,

All foreign exchange gains and losses are presented in the statement of profit or loss within cost of sales
and specific line items within operating results.

Property, plant and equipment

Property, plant and equipment comprising buildings and infrastructural improvements, plant, equipment,
furniture and fittings are stated at historical cost less accumulated depreciation and accumulated
impairment losses. Historical cost includes the purchase price and any directly attributable cost of
preparing the asset for its intended use.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial period
in which they are incurred.

Depreciation on other assets is calculated using the straight-line method to allocate their cost to their
residual values over their estimated useful life. Leased assets are depreciated over the shorter of the
lease term and their useful lives unless it is reasonably certain that the Company will obtain ownership by
the end of the lease term. The rates of depreciation per annum used for the period are as follows:

%
Leasehold buildings 15-3
Plant and Machinery 2-20
Motor Vehicles 10
Furniture and Fittings 10-25




ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

3.5

3.6

3.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Property, plant and equipment — continued

Depreciation is charged on a monthly basis. The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each reporting period. Gains and losses on disposal of property, plant and
equipment are determined by comparing proceeds with the carrying amount and are recognised within
‘other operating income/expenditure’ in the statement of profit or loss. An asset's carrying amount is
written down immediately to its recoverable amount if its carrying amount is greater than its estimated
recoverable amount. Property, plant and equipment are derecognised either when they have been
disposed of or permanently withdrawn from use or no future economic benefit is expected from their
disposal.

Borrowing costs

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. Other borrowing costs are recognised as an expense in the profit and loss in the
period in which they are incurred.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, iIf the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

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. The Company recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying assets.

) Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over 50 years to 63 years, being the shorter of the lease
term and the estimated useful lives of the leased assets.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies in section Note 3.14
impairment of non-financial assets.

n
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ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

3.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued
Leases - continued
i) Lease liabiliies

At the commencement date of the lease, the Company recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option reasonably certain to be exercised by
the Company and payments of penalties for terminating the lease, if the lease term reflects the Company
exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless
they are incurred to produce inventories) in the period in which the event or condition that triggers the
payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in the lease payments (e.g., changes to future
payments resulting from a change in an index or rate used to determine such lease payments) or a change
in the assessment of an option to purchase the underlying asset.

iy Short-term leases and leases of low-value asssts

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and
eguipment (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 applies 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 leases 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 profit or loss 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. Contingent rents are recognised as revenue in the period in which they are earned.

o
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ENEMED CO. LTD.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.8

3.9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Issued capital and dividends

Ordinary shares are classified as equity. Dividend distribution to the Company's shareholders is recognized
as a liability in the Company'’s financial statements in the year in which the dividends are approved by the
shareholders.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, which is measured at acquisition date fair
value, and the amount of any non-controlling interests in the acquiree. For each business combination,
the Company elects whether to measure the non-controlling interests in the acquiree at fair value or at the
proportionate share of the acquiree's identifiable net assets. Acquisition-related costs are expensed as
incurred and included in administrative expenses.

The Company determines that it has acquired a business when the acquired set of activities and assets
include an input and a substantive process that together significantly contribute to the ability to create
outputs. The acquired process is considered substantive if it is critical to the ability to continue producing
outputs, and the inputs acquired include an organised workforce with the necessary skills, knowledge, or
experience to perform that process or it significantly contributes to the ability to continue producing outputs
and is considered unique or scarce or cannot be replaced without significant cost, effort, or delay in the
ability to continue producing outputs.

When the Company acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances, and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Contingent consideration classified as equity is not remeasured and its subsequent
seftlement is accounted for within equity. Contingent consideration classified as an asset or liability that is
a financial instrument and within the scope of IFRS 9 Financial Instruments, is measured at fair value with
the changes in fair value recognised in the statement of profit or loss in accordance with IFRS 9. Other
contingent consideration that is not within the scope of IFRS 9 is measured at fair value at each reporting
date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interests, and any previous interest held, over the net
identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in excess
of the aggregate consideration transferred, the Company re-assesses whether it has correctly identified
all of the assets acquired and all of the liabilities assumed and reviews the procedures used to measure
the amounts to be recognised at the acquisition date. If the reassessment still results in an excess of the
fair value of net assets acquired over the aggregate consideration transferred, then the gain is recognised
in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Company's cash-generating units that are expected to benefit from the
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is
measured based on the relative values of the disposed operation and the portion of the cash-generating
unit retained.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.10

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Fair value measurement

The Company measures financial instruments such as derivatives, and non-financial assets at fair value at
each balance sheet date.

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 measurement is based
on the presumpticn that the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability: or
- Inthe absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible by the Company.

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 economic best interest

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

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

- Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

- Level 2 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable
Level 3 — Valuation technigues for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a whole)
at the end of each reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy, as explained above.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Company uses derivative financial instruments, including forward currency contracts and forward
commodity contracts to hedge its foreign currency risks and commodity price risks respectively. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative
contract is entered into and are subsequently remeasured at fair value. Derivatives are carried as financial
assets when the fair value is positive and as financial liabilities when the fair value is negative. The fair
value of forward foreign exchange contracts is determined using forward exchange market rates at the
reporting date. Fair values of commadity swaps are mainly based on dealer quotes obtained at the
reporting date from the Company's counterparties. The full fair value of hedging derivatives is classified
as a non-current asset or liability when the remaining maturity of the hedged item is more than 12 months
and as a current asset or liability when the remaining maturity of the hedged item is less than 12 months,
Trading derivatives are classified as a current asset or liability.

For the purpose of hedge accounting, hedges are classified as:

- Fair value hedges when hedging the exposure to changes in the fair value of a recognised asset
or liability or an unrecognised firm commitment

- Cash flow hedges when hedging the exposure to variability in cash flows that is either attributable
to a particular risk associated with a recognised asset or liability or a highly probable forecast
transaction or the foreign currency risk in an unrecognised firm commitment

- Hedges of a net investment in a foreign operation

At the inception of a hedge relationship, the Company formally designates and documents the hedge
relationship to which it wishes to apply hedge accounting and the risk management objective and strategy
for undertaking the hedge. The documentation includes identification of the hedging instrument, the
hedged item, the nature of the risk being hedged and how the Company will assess whether the hedging
relationship meets the hedge effectiveness requirements (including the analysis of sources of hedge
ineffectiveness and how the hedge ratio is determined). A hedging relationship qualifies for hedge
accounting if it meets all of the following effectiveness requirements:

- There is "an economic relationship’ between the hedged item and the hedging instrument.

- The effect of credit risk does not ‘dominate the value changes’ that result from that economic
relationship.
The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the
hedged item that the Company actually hedges and the quantity of the hedging instrument that the
Company actually uses to hedge that quantity of hedged item.

Hedges that meet all the qualifying criteria for hedge accounting are accounted for, as described below:
(a) Fair value hedges

The change in the fair value of a hedging instrument is recognised in the statement of profit or loss. The
change in the fair value of the hedged item attributable to the risk hedged is recorded as part of the
carrying value of the hedged item and is also recognised in the statement of profit or loss.

For fair value hedges relating to items carried at amortised cost, any adjustment to carrying value is
amortised through profit or loss over the remaining term of the hedge using the EIR method. The EIR
amortisation may begin as soon as an adjustment exists and no later than when the hedged item ceases
to be adjusted for changes in its fair value attributable to the risk being hedged. If the hedged item is
derecognised, the unamortised fair value is recognised immediately in profit or loss.

When an unrecognised firm commitment is designated as a hedged item, the subsequent cumulative
change in the fair value of the firm commitment attributable to the hedged risk is recognised as an asset
or liability with a corresponding gain or loss recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

3.11 Derivative financial instruments and hedge accounting - continued

(b) Cash fiow hedges

The effective portion of the gain or loss on the hedging instrument is recognised in OCI in the cash flow
hedge reserve, while any ineffective portion is recognised immediately in the statement of profit or loss.
The cash flow hedge reserve is adjusted to the lower of the cumulative gain or loss on the hedging
instrument and the cumulative change in fair value of the hedged item.

The Company uses forward currency contracts as hedges of its exposure to foreign currency risk in
forecast transactions and firm commitments, as well as forward commodity contracts for its exposure to
volatility in the commodity prices. The ineffective portion relating to foreign currency contracts is
recognised as other expense and the ineffective portion relating to commaodity contracts is recognised in
other operating income or expenses.

The Company designates only the spot element of forward contracts as a hedging instrument. The
forward element is recognised in OCI and accumulated in a separate component of equity under cost of
hedging reserve.

The amounts accumulated in OCI are accounted for, depending on the nature of the underlying hedged
transaction. If the hedged transaction subsequently results in the recognition of a non-financial item, the
amount accumulated in equity is removed from the separate component of equity and included in the
initial cost or other carrying amount of the hedged asset or liability. This is not a reclassification adjustment
and will not be recognised in OCI for the period. This also applies where the hedged forecast transaction
of a non-financial asset or non-financial liability subsequently becomes a firm commitment for which fair
value hedge accounting is applied.

For any other cash flow hedges, the amount accumulated in OCI is reclassified to profit or loss as a
reclassification adjustment in the same period or periods during which the hedged cash flows affect profit
or loss.

If cash flow hedge accounting is discontinued, the amount that has been accumulated in OCI must remain
in accumulated OCI if the hedged future cash flows are still expected to occur. Otherwise, the amount will
be immediately reclassified to profit or loss as a reclassification adjustment. After discontinuation, once
the hedged cash flow occurs, any amount remaining in accumulated OCI must be accounted for
depending on the nature of the underlying transaction as described above.

(c) Hedges of a net investment

Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted
for as part of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses
on the hedging instrument relating to the effective portion of the hedge are recognised as OCI while any
gains or losses relating to the ineffective portion are recognised in the statement of profit or loss. On
disposal of the foreign operation, the cumulative value of any such gains or losses recorded in equity is
transferred to the statement of profit or loss

The fair value of derivative instruments used for hedging purposes are disclosed in Note 8. Movements
in the hedging reserve in equity are shown in Note 13.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.

f: 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. With the exception of trade
receivables that do not contain a significant financing component or for which the Company has applied
the practical expedient, 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. Trade receivables that do not
contain a significant financing component or for which the Company has applied the practical expedient
are measured at the transaction price as disclosed in Note 3.18 Revenue from contracts with customers.

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 principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level. Financial assets with cash flows that are not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model.

The Company's business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial assets
in order to collect contractual cash flows while financial assets classified and measured at fair value
through OCI are held within a business model with the objective of both holding to collect contractual
cash flows and selling.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the marketplace are recognised on the trade date, i.e., the date that the
Company commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

i. Financial assets at amortised cost (debt instruments)
i.  Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)
iii. Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition (equity instruments)
iv. Financial assets at fair value through profit or loss
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

3.12 Financial instruments — continued

I; Financial assets - continued

Subsequent measurement - continued

Financial assets at 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:

- Thefinancial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows; and
The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding

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

Financial assets at fair value through OCI (equity instruments)

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI when they meet the definition of equity under IAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised
as other income in the statement of profit or loss when the right of payment has been established, except
when the Company benefits from such proceeds as a recovery of part of the cost of the financial asset,
in which case, such gains are recorded in OCI. Equity instruments designated at fair value through CCI
are not subject to impairment assessment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial positicn at fair
value with net changes in fair value recognised in the statement of profit or loss.

This category includes derivative instruments and listed equity investments which the Company had not
irrevocably elected to classify at fair value through OCI. Dividends on listed equity investments are
recognised as other income in the statement of profit or loss when the right of payment has been
established.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from
the host and accounted for as a separate derivative if: the economic characteristics and risks are not
closely related to the host; a separate instrument with the same terms as the embedded derivative would
meet the definition of a derivative; and the hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with changes in fair value recognised in profit or
loss. Reassessment only occurs if there is either a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of
the fair value through profit or loss category.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial instruments - continued

i. Financial assets — continued

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised 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 obligation to 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 asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows fram 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 recognise the transferred asset to
the extent of its continuing involvement.

ii. 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 recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Subsequent measurement
For purposes of subsequent measurement, financial liabilities are classified in two categories:

- Financial liabilities at fair value through profit or loss
- Financial liabilities at amortised cost (loans and borrowings)

Financial liabilities at fair value through profit or loss

Financial liabilities 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.

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 into by the Company
that are not designated as hedging instruments in hedge relationships as defined by IFRS 9

Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.
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 9 are satisfied.
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3.13

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial instruments - continued

i Financial Liabilities — continued

Subsequent measurement — continued

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are
derecognised as well as through the EIR amortisation process.

Amortised 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 amortisation is included as finance costs in the
statement of profit or loss.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by ancther 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 derecognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in the statement of profit or loss.

il. Offsetting of financial instruments

Financial assets and financial liabilities are off-set and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Impairment of financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash flows that the Company expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will include
cash flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12-months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

For trade receivables and contract assets, the Company applies a simplified approach in calculating
ECLs. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The 12-month ECL is calculated by multiplying
the 12-month PD, LGD, and EAD. Lifetime ECL is calculated on a similar basis for the residual life of the
exposure.

L
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3.13

3.14

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Impairment of financial assets - continued

For debt instruments at fair value through OCI, the Company applies the low credit risk simplification. At
every reporting date, the Company evaluates whether the debt instrument is considered to have low
credit risk using all reasonable and supportable information that is available without undue cost or effort.
In making that evaluation, the Company reassesses the internal credit rating of the debt instrument. In
addition, the Company considers that there has been a significant increase in credit risk when contractual
payments are more than 30 days past due.

It is the Company’s policy to measure ECLs on such instruments on a 12-month basis. However, when
there has been a significant increase in credit risk since origination, the allowance will be based on the
lifetime ECL. The Company uses the ratings from the Good Credit Rating Agency both to determine
whether the debt instrument has significantly increased in credit risk and to estimate ECLs.

Impairment of non-financial assets

The Company assesses at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the Company
estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or
CGU's fair value less costs of disposal and its value in use. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or group of assets. When the carrying amount of an asset or CGU exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs of disposal, recent market transactions are taken
into account. If no such transactions can be identified, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies or
other available fair value indicators.

The Company bases its impairment calculation on most recent budgets and forecast calculations, which
are prepared separately for each of the Company's CGUs to which the individual assets are allocated.
These budgets and forecast calculations generally cover a period of five years. A long-term growth rate
is calculated and applied to project future cash flows after the fifth year.

Impairment losses of continuing operations are recognised in the statement of profit or loss in expense
categories consistent with the function of the impaired asset, except for properties previously revalued
with the revaluation taken to OCI. For such properties, the impairment is recognised in OCI up to the
amount of any previous revaluation.
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3.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Impairment of non-financial assets — continued

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there
is an indication that previously recognised impairment losses no longer exist or have decreased. If such
indication exists, the Company estimates the asset's or CGU's recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset's recoverable amount since the last impairment loss was recognised. The reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the statement of profit or loss unless
the asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation increase.

Goodwill is tested for impairment annually as at 31 December and when circumstances indicate that the
carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of each CGU (or group of
CGUs) to which the goodwill relates. When the recoverable amount of the CGU is less than its carrying
amount, an impairment loss is recognised. Impairment losses relating to goodwill cannot be reversed in
future periods.

Inventories

Inventories are stated at the lower of cost and net realisable value and include transport and handling

costs.
Costs incurred in bringing each product to its present location and condition are accounted for, as follows:

- Raw materials: purchase cost on a first-inffirst-out basis

- Finished goods and work in progress: cost of direct materials and labour and a proportion of
manufacturing overheads based on the normal operating capacity, but excluding borrowing
costs

Initial cost of inventories includes the transfer of gains and losses on qualifying cash flow hedges,
recognised in OCI, in respect of the purchases of raw materials.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs
of completion and the estimated costs necessary to make the sale.

(U5]
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value and comprise
cash at banks and on hand and short-term deposits with a maturity of three months or less, that are
readily convertible to a known amount of cash and subject to an insignificant risk of changes in value.

In the statement of cash flows, cash and cash equivalents consist of cash in hand, deposits held at call
with banks and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the
statement of financial position.

Current and deferred income tax

i. Current income tax

Current income tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that
are enacted or substantially enacted at the reporting date in the country where the Company operates
and generates taxable income.

Current income tax is charged or credited to profit or loss. Current income tax relating to items realized
directly in equity is realized in equity and not in the statement of profit or loss. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations
are subject to interpretation and establishes provisions where appropriate.

The charge for 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.

ii. Deferred income tax

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 is measured at the tax rates that are expected fo apply to the period when the asset is
realized or the liability is settled, based on tax rates that have been enacted or substantively enacted by
the reporting date.

Deferred tax liabilities are realized for all taxable temporary differences and deferred tax assets are
realized to the extent that it is probable that taxable profits will be available against which the deductible
temporary differences can be realized.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when 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 where
there is an intention to settle the balances on a net basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Revenue from contracts with customers

Revenue include all revenues from the ordinary business activities of the Company and are recorded
net of value added tax. Revenue is measured based on the consideration specified in a contract and
excludes amounts collected on behalf of third parties. The Company recognises revenue when (or as)
it satisfies a performance obligation by transferring control of a promised good or service to the
customer. Discounts to customers are recognised as a reduction in revenue. They are recognised in
accordance with the provision for goods or services provided that collectability of the consideration is
probable.

Revenue mainly represents income generated from the sale of fuel products. Revenue is recognised
when control of the goods has transferred. being at the point the customer purchases the fuel products.

The Company considers whether there are other promises in the contract that are separate
performance obligations to which a portion of the transaction price needs to be allocated (e.g.,
warranties, customer loyalty points). In determining the transaction price for the sale, the Company
considers the effects of variable consideration, the existence of significant financing components,
noncash consideration, and consideration payable to the customer (if any).

Provisions

Provisions are recognised when the Company has a present 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. When the Company
expects some or all of a provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain.
The expense relating to a provision is presented in the statement of profit or loss net of any
reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase
in the provision due to the passage of time is recognised as a finance cost.
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RISK MANAGEMENT OBJECTIVES AND POLICIES
Financial risk factors

The Company's activities potentially expose it to a variety of financial risks: market risk (including currency
risk, interest rate risk and price risk), credit risk and liquidity risk. The Company's overall risk management
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
Company's financial performance. The Company's board of directors provides principles for overall risk
management, as well as policies covering risks referred to above (and specific areas such as investment
of excess liquidity). The general hedging guidelines regarding currency and fuel price risks are set by the
Risk Management Committee. This Committee, together with the Finance Department, is responsible for
the implementation of the hedging policies. In order to manage exposures to risks arising from fluctuations
in currency exchange rates and fluctuations in prices on the fuel products, the Company makes use of
derivative financial instruments. These instruments mainly comprise foreign currency forward contracts
together with fuel hedging instruments. The respective derivative transactions are concluded only with
first rate counterparties.

(a) Market risk
(i) Foreign exchange risk

Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities
which are denominated in a currency that is not the respective entity's functional currency. The Company
is exposed to foreign exchange arising from various currency exposures, primarily with respect to the US
Dallar. The Company is in a net payer position from its operating business particularly in view of a
significant portion of purchases of fuel denominated in this currency.

The Company's recognised risk exposures mainly reflecting the carrying amount of receivables and
payables denominated in USD at the end of the reporting pericds were as follows (amounts are in EUR
equivalent):

2021 2020

EUR’000 EUR'000

Trade receivables 39,278 23,544
Trade payables (29,317) (16,023)
Gross statement of financial position exposure 9,961 7,521
Available funds in foreign currency 999 48
Net exposure before hedging activity 10,960 7,569
Notional value of hedging derivatives 892 2,393
Net exposure after hedging activity 11,852 9,962

The above risks are, particularly in respect of exposures to US Dollar, furthermore, mitigated through the
short period of time within which the payables are generally seftled after the end of the reporting period. If
as at 31 December 2021, and up to the date of settlement of these balances, the US Dollar had weakened
or strengthened against the euro by 5% with all other variables held constant, profit or loss would have
been EURO0.05 million (2020: EUR0.C3 million) higher or lower.

(i)  Interest rate risk

As at 31 December 2021, the Company does not have any financial instruments subject to variable
interest rate except for loans and borrowings (including overdrafts). The effect of a change in interest rate
on these balances is not cansidered to be material

38




ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

4.1

RISK MANAGEMENT OBJECTIVES AND POLICIES - continued

Financial risk factors - continued

(iii)  Price risk

During the financial year ended 31 December 2021, fuel expenses amounted to EUR137.5 million (2020:
EUR138.2 million) as disclosed in Note 19 to the financial statements and accounted for approximately
53.5% (2020: 54.0%) of the total operating expenses of the Company. Fluctuations in fuel and other fuel
product prices may have a significant effect on the Company's results. Different hedging instruments with
regard to fuel products markets are used to limit the fuel price risk. During the year ended 31 December
2021, these instruments comprised of commodity swaps and forward currency contracts. As at 31
December 2021, the notional amounts of the hedging derivatives outstanding are disclosed in Note 8.

Commodity swaps are contractual arrangements under which the Company and counterparty agree to
swap the notional quantity of a commodity at a predetermined price during a set period of time. Such
contracts are typically settled on a net basis by comparing the contracted swap price to the reference
market price applicable during the set period; settlements are affected by either party, usually on a monthly
basis, for an amount equivalent to this difference multiplied by the notional quantity of the commodity.

As at 31 December 2021, the Company held outstanding derivatives to hedge a portion of the fuel
requirements for 2022. As disclosed in more detail in Note 8, these outstanding derivatives mainly
comprised of swap structure. If the price of petroleum products had increased or decreased by 10% (2020;
10%) at year-end with all other variables held constant, the other comprehensive income for the year
would have been EURO0.5 million (2020: EURO0.24 million) higher or lower, mainly as a result of the fair
value gains or losses on the above-mentioned fuel derivatives. Such gains or losses arising from
increases or decreases in the price of fuel would mitigate, to the extent of an amount of fuel purchases
equivalent to the derivative contracts' notional amount as disclosed above, the higher or lower price at
which the actual purchase of fuel products would take place.

(b) Credit risk

Credit risk principally arises from cash and cash equivalents and credit exposures to customers, including
outstanding receivables and committed transactions. The Company's exposures to credit risk as at the
end of the reporting periods are analysed as follows:

2021 2020
EUR’000 EUR'000
L.oans and receivables category:

Trade and other receivables (Note 10) 54,484 40,773
Cash and cash equivalents (Note 11) 1,658 513
56,142 41,286

Financial instruments held for hedging:
Derivative financial instruments (Note 8) 2,469 9,686

The maximum exposure to credit risk at the reporting date in respect of the financial assets mentioned in
Note 3.12 is equivalent to their carrying amount as disclosed in the respective notes to the financial
statements. The Company has no significant past due or impaired financial assets with the exception of
the amounts disclosed below in respect of trade and other receivables. The Company does not have any
significant renegotiated financial asset which would ctherwise be past due or impaired and holds no
collateral in respect of exposures relating to trade and other receivables.
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RISK MANAGEMENT OBJECTIVES AND POLICIES - continued
Financial risk factors — continued

(b) Credit risk - continued

Exposure to credif risk

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis.

Trade and other receivables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each
customer

Significant concentrations of credit risk are considered to be individual accounts receivable balances
representing more than 5% of total trade and other receivable balances. At the reporting date, there was
an amount receivable from related parties amounting to EUR21.4 million (2020: EUR21.7 million).

The maximum exposure to credit risk is represented by the carrying amount of each financial asset
in the statement of financial position

The Company manages credit limits and exposures actively in a practicable manner such that past due
amounts receivable from customers are within controlled parameters. However, the Company's policy is
generally to provide for any receivable balance that is outstanding for over one year. Actions taken to
mitigate the risk of default typically include formally notifying the clients through set policies and the
suspension of fuel supply in certain cases. The credit quality of the Company's trade and other receivables
which are not impaired or past due reflects the nature of these assets which are principally debts in respect
of transactions with customers for whom there is no recent history of default. Management does not
expect any losses from non-performance by these customers.

The Company's receivables include significant amounts due from related parties that are owned,
controlled, or form part of the Government of Malta. The Company's credit control function monitors
related party exposures at individual entity level on a regular basis and ensures timely performance of
these assets in the context of cverall Company liquidity management. The Company assesses the credit
quality of these related parties taking into account financial position, performance and other factors and
management does not expect any losses from non-performance or default.

The ageing of trade receivables and impaired balances at the end of the reporting period was as follows:
31 December 2021 31 December 2020

Gross ECL Gross ECL

EUR’000 EUR’000 EUR'000 EUR'000

Up to 40 days 34,205 - 21,274 888
Within one year 30,100 10,407 24 114 3,727

64,305 10,407 45,388 4615

As at 31 December 2021, trade receivables amounting to EUR16.5 million (2020: EUR21.4 million) were
past due but not impaired. Categorisation of receivables as past due is determined by the Company on
the basis of the nature of the credit terms in place and credit arrangements actually utilised in managing
exposures with customers.
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RISK MANAGEMENT OBJECTIVES AND POLICIES - continued
Financial risk factors - continued

(b) Credit risk - continued

Trade and other receivables - continued

The movement in provisions for impairment of trade and other receivables is analysed as follows:

2021 2020

EUR’000 EUR’000

At the beginning of year 4,615 2.370
Increase in impairment provisions (Note 19) 5,792 2,245
At end of year 10,407 4615

Cash and cash equivalents
The Company principally banks with financial institutions which have high quality credit standing or rating.
Derivative financial instruments

Credit risk arising from derivative financial instruments lies in the insolvency of the contracting party and
as a consequence, in the amount of the sum, on balance, of positive market values vis-a-vis the respective
derivative counterparties. Foreign exchange derivative transactions are concluded with first rate local
banking institutions anly, while fuel derivative contracts are entered into with foreign financial institutions
which have high quality credit standing or rating. The Company's main foreign derivative counterparties
as at the end of the reporting periods have an external good credit rating as determined by major rating
agencies.

(c) Liquidity risk

The Company is exposed to liquidity risk in relation to meeting future obligations associated with trade
and other payables (Note 15). Prudent liquidity risk management includes maintaining sufficient cash and
committed credit lines to ensure the availability of an adequate amount of funding to meet the Company's
obligations. Managemeant monitors liquidity risk by reviewing expected cash flows and ensures that liquid
resources and facilities that are expected to be required over the coming year are in place.

(8
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4,

4.1

4.2

RISK MANAGEMENT OBJECTIVES AND POLICIES - continued
Financial risk factors - continued
(c) Ligquidity risk - continued
The table below presents the cash flows payable by the Company under non-derivative financial liabilities
based on the remaining contractual maturities at the end of the reporting period. The amounts disclosed
in the table are the contractual undiscounted cash flows. Balances due within twelve months equal their
carrying balances, as the impact of discounting is not significant.
Carrying Contractual Within 1-2 2-5 Over 5
amount cashflows oneyear years years years
EUR'000 EUR’000 EUR’000 EUR’000 EUR’000 EUR'000
At 31 December 2021

Trade and other payables

(Note 15) 70,481 70,481 70,481 - - -
Bank overdraft

(Note 11) 34,092 34,092 34,092 - - -
Bank borrowings (Note 16) 48 463 53,352 5510 5510 15,982 26,350
Lease liabilities (Note 17) 12,379 12,379 (32) (34) (64) 12,509
Derivative financial

Instruments (Note 8) 1,577 1,577 1.577 - - -

166,992 171,881 111,628 5,476 15,918 38,859

At 31 December 2020

Trade and other payables

(Note 15) 75,254 75,254 75,254 - - -
Bank overdraft

(Note 11) 27,704 27,704 27,704 - - -
Bank borrowings (Note 16) 51,521 57,035 5,509 5,509 16,529 29,488
Lease liabilities (Note 17) 10,961 12,341 (38) (32) (80) 12,491
Derivative financial

instruments (Note 8) 7,293 7,293 7,293 - - -

172,733 179,627 115,722 5,477 16,449 41,979

Capital risk management

The Company's objectives when managing capital are to safeguard the Company's ability to continue as
a going concern in order to provide returns to the shareholders and benefits for other stakeholders, and
to maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the
capital structure, the Company may adjust the dividend payment, return capital to shareholders or issue
new shares.

The Company monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total borrowings (as shown in the statement of financial position)
less cash and cash equivalents. Total capital is calculated as equity as shown in the statement of financial
position plus net debt.
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4.2

4.3

RISK MANAGEMENT OBJECTIVES AND POLICIES - continued
Capital risk management - continued

The gearing ratio as at 31 December 2021 was as follows:

2021 2020

EUR’000 EUR'000

Total borrowings (Note 16) 82,555 79,225
Cash and cash equivalents (Note 11) (1,658) (513)
Net debt 80,897 78,712
Total equity (excluding hedging reserve) 81,383 69,834
Total capital 162,280 148,546
Gearing 49.9% 53.0%

The directors are constantly reviewing the adequacy of the capital level in the context of the Company's
operational resuits, changes in the internationzal business environment and expected reported results on
the basis of management's budgets and forecasts.

Fair values of financial instruments
Fair values of instruments not carried at fair value

At 31 December 2021, the carrying amounts of cash at bank, trade and other receivables, trade and other
payables and short-term borrowings reflected in the financial statements are reasonable estimates of fair
value in view of the nature of these instruments or the relatively short period of time between the origination
of the instruments and their expected realisation.

Fair values estimation in relation to financial instruments carried at fair value

The Company's financial instruments which are carried at fair value include derivative financial
instruments designated as hedging instruments (Note 8).

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction hetween market participants at the measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or fransfer the liability takes place either:

- In the principal market for the asset or liability, or
- In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Company. 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 economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.
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4,

4.3

RISK MANAGEMENT OBJECTIVES AND POLICIES - continued
Fair values of financial instruments — continued
Fair values estimation in refation to financial instruments carried at fair value — continued

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

- Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities

- Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

- Level 3: Valuation technigues for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant to the fair value measurement
as a whole) at the end of each reporting period.

The Company's derivative financial instruments are classified as level 2. The measurement methods are
disclosed in Note 3.10.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In preparing the financial statements, the directors are required to make judgements, estimates and
assumptions that affect reported income, expenses, assets, liabilities and disclosure of contingent assets
and liabilities. Use of available information and application of judgment are inherent in the formation of
estimates. Actual results in the future could differ from such estimates and the differences may be material
to the financial statements. These estimates are reviewed on a regular basis and, if a change is needad,
it is accounted for in the year the changes become known.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. These estimates and assumptions
present a risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year. The Company's directors and management also make judgements, apart from those
involving estimations, in the process of applying the entity's accounting policies that may have a significant
effect on the amounts recognised in the financial statements.

Except for the below, in the opinion of the Directors, the accounting estimates, assumptions and
judgements made in the course of preparing these financial statements are not difficult, subjective or
complex to a degree which would warrant their description as significant in terms of the requirements of
IAS 1 (revised) - ‘Presentation of financial statements’.

Estimates and assumptions

The key assumptions concerning 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 amount of
assets and liabilities within the next financial year, are described below.

Impairment testing

The Company tests goodwill annually for impairment or more frequently if there are indications that
goodwill might be impaired. Determining whether the carrying amounts of these assets can be realised
requires an estimation of the recoverable amount of the cash generating units. The value in use
calculation requires the directors to estimate the future cash flows expected to arise from the cash
generating unit and a suitable discount rate in order to calculate present value.

The key assumptions for the value in use calculations are those regarding the discount rates, growth rates
and expected changes to selling prices and direct costs during the period. The directors estimate discount
rates using pre-tax rates that reflect current market assessments of the time value of money and the risks
specific to the CGUs. The growth rates are based on industry growth forecasts. Changes in selling prices
and direct costs are based on past practices and expectations of future changes in the market.

The assessment of recoverability of the carrying amount of goodwill includes:

e forecasted projected cash flow projections for the next 25 years and projection of terminal value
using the perpefuity method;

e growth rates of 2%, and

e use of 7.5% (pre-tax) to discount the projected cash flows to net present values.

Based on the above assessment, management expects the carrying amount of goodwill to be recoverable
and there is no impairment in value of the goodwill.
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5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS - continued
Estimates and assumptions — continued

Expected credit losses of aviation receivables

Management recognizes an allowance for expected credit losses (ECLs) for all debt instruments not held
at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the Company expects to receive discounted
at an approximation of the original effective interest rate.

For trade receivables, the Company applies a simplified approach in calculating ECLs. Therefore, the
Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime
ECLs at each reporting date. The ECL is calculated by multiplying the Probability of Default (PPD), Loss
Given Default (LGD), and Exposure at Default (EAD).

As a result of COVID-19 pandemic, the impact of which was still being felt by the Company during the
current financial vear, there was a general deterioration in various sectors particularly global air traffic
demand, which impacted aviation being one of the main sectors supplied by the Company. This has
increased the estimation uncertainty of the probability of default of receivables from counterparties
operating in the aviation sector. Included within the gross carrying amount of trade and other receivables
of EURG4.3 million (2020: EUR 45.3 million) as at year end (as per Note 4.1 to these financial statements),
the company receivables from counterparties operating in the aviation sector amounting to EUR29.8
million (2020: EUR21.8 million), out of which an amount of EUR24.5 million (2020: EUR21 million) was
due from related party. In estimating the ECL management considers both internal debtor performance
data as well as market data. The ECL on receivables from counterparties operating in the aviation sector
as at year end was estimated at EURS million (2020: EUR 3.8 million).

The estimation of ECL includes making assumptions concerning the future. Existing circumstances and
assumptions about the future developments may change due to market changes or circumstances that
are beyond the control of the Company.
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6.

PROPERTY, PLANT AND EQUIPMENT

Buildings and Furniture

infrastructural Plant and Motor  and office Assets under

improvements machinery  vehicles equipment Construction Total

EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 EUR'000
Cost
As at 1 January 2020 29,320 14,391 4,619 1,520 40,837 90,687
Additions 2,085 5622 2,309 207 14,345 24 568
Transfer in/(out) - ()] - (B5) - (68)
As at 1 January 2021 31,405 20,012 6,928 1,662 55,182 115,189
Additions - 916 87 497 8,660 10,160
Disposals - (32) - (6) - (38)
Transfers 11,164 52,522 - - (63,686) -
As at 31 December 2021 42,569 73,418 7,015 2,153 156 125,311
Depreciation
As at 1 January 2020 2,625 1,242 748 358 - 4,973
Depreciation charge 593 1,431 599 315 - 2,938
Depreciation released
on disposal - (1 - (35) (36)
As at 1 January 2021 3,218 2,672 1,347 638 - 7,875
Depreciation charge 703 2945 699 335 - 4,682
As at 31 December 2021 3,921 5,617 2,046 973 - 12,557
Net Book Value
As at 31 December 2021 38,648 67,801 4,969 1,180 156 112,754
1,024

As at 31 December 2020 28,187

17,340

5,581

55182 107314

The charge for depreciation included in the income statement is as follows:

2021 2020
EUR’000 EUR’000
Cost of sales 609 1,488
Distribution costs 3,696 1,084
Administration expenses 377 366
4,682 2,938
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GOODWILL

Goodwill recognised by the Company was acquired in a business combination during 2014. Goodwill
has an indefinite useful life and is tested for impairment annually.

Impairment testing of goodwill

Management assesses goodwill for impairment at the end of every reporting period (Note 5), considering
market variables such as oil prices trend, consumer demand, foreign currency rates and interest rates.
The recoverable amount was assessed based on estimates of expected future cashflows, based on
EBITDA as identified in the 2022 — 2046 business plan approved by the Board of Directors in December
2021. A pre-tax discount rate of 7.5% (2020: 6.37%) has been applied which reflects the specific risks
relating to all the market segments in which the Company operates.

Key assumptions used in value in use calculations and sensitivity to changes in assumptions

The calculation of value in use for the enterprise is most sensitive to the following assumptions:
Projected cashflows
Discount rates
Growth rates used to extrapolate cashflows beyond the forecast period.

Projected cashflows — Expected future cashflows are based on EBITDA, being a key factor in projecting
future cash flows as it represents the operational profitability of the Company. Working capital and capital
expenditure are deducted from EBITDA to arrive at free cashflows, which better represent the true
amount of cash expected to be generate by the Company after accounting for the cash outflows needed
to maintain its operations. In determining the financial projections for the Company covering a 25-year
period, management has also considered the time when the demand for petrol and diesel starts to
decrease in line with the expected shift away from combustible engines as EU regulations on CO»
emissions become more stringent.

Discount rates — The discount rate represents the current market assessment of the risks specific to the
Company, taking into consideration the time value of money and individual risks of the underlying assets
that have not been incorporated in the cash flow estimates. The discount rate calculation is based on
the specific circumstances of the Company and their operating segments and is derived from their
weighted average cost of capital ("WWACC"). The WACC takes into account both debt and equity. The
cost of equity is derived from the risk-free rate, the equity risk premium and the size premium for the
industry. The cost of debt is based on the interest-bearing barrowings that the Company is obliged to
service. An increase in the discount rate would result in an impairment of goodwill.

Growth rates used to extrapolate cashflows beyond the forecast period — Rates are based on publicly
available industry data. A reduction in the long-term growth would result in an impairment of goodwill.

Sensilivity

On the basis of the base case discussed above and current market data available to management, no
impairment charge is required for the current year (2020: Nil).

A reduction in forecasted EBTDA by 1.9% or increase in WACC by 0.3% would result in breakeven.
Should management's expectations of forecasted EBITDA be reduced by 10%, an impairment of
EUR21.2million against goodwill would be required.
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8. DERIVATIVE FINANCIAL INSTRUMENTS

The fair values of Company’s derivative financial instruments designated as hedging instruments at the
end of the reporting year are as follows:

Fair values
Assets Liabilities
EUR’000 EUR’000
At 31 December 2021
Foreign exchange derivatives
- currency forwards 2,469 -
Fuel price hedging derivatives
- commodity swaps - (1,577)
Total derivative financial assets/(liabilities) 2,469 (1,577)
At 31 December 2020
Foreign exchange derivatives
- currency forwards - (3.974)
Fuel price hedging derivatives
- commodity swaps 9,686 (3.319)
Total derivative financial assets/(liabilities) 9,686 (7,293)
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DERIVATIVE FINANCIAL INSTRUMENTS - continued
Derivatives are designated as cash flow hedges.

The above are included in the statement of financial position under the following classifications:

2021 2020
EUR’000 EUR'000
Derivative financial assets
Current 2,469 9,686
Derivative financial liabilities
Current {1,807 (7,293)

Foreign exchange derivatives

The currency forward contracts outstanding as at 31 December 2021 have a notional value of USD78
million (2020: USD&7.8 million).

These contracts mature within a period of one to twelve months from the end of the reporting period and
within the same period of time the forecast transactions designated as items being hedged by these
contracts are expected to affect the income statement.

Fuel price hedging derivatives

The fuel price hedging derivatives contracts outstanding as at 31 December 2021 have a notional value
of USD62.3 million (2020: USD78.2 million).

These fuel hedging derivative contracts would typically have monthly exercise or settlement dates and
upon monthly net cash settlements, amounts recognised in equity in respect of these contracts would be
released to inventory/income statement as applicable as the forecast hedged transactions would
simultaneously affect the results of the Company.

Risk management strategy of the Company is disclosed in Note 4.1 — Market risk.
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9. INVENTORIES

2021 2020
EUR’'000 EUR'000
Petroleum products 32,833 33,950
Consumable spare parts 140 125
32,973 34,075

There have been no inventory write-offs in the current and prior year.

10. TRADE AND OTHER RECEIVABLES

2021 2020
EUR’'000 EUR'000
Trade receivables — third parties (i) 32,508 19,044
Trade receivables — related parties (i) 18,530 19,133
Amolnts owed by parent company (i) 2,860 2,596
Prepayments and accrued income 180 201
Other receivables 586 -

54,664 40,974

(i) Trade receivables are non-interest bearing and repayable on 30-60 day terms.

Impairment of financial assets — trade receivables

The entity applies the simplified model of recognising lifetime expected credit losses for all trade
receivables as these items do not have a significant financing component. In measuring the
expected credit losses, the trade receivables have been assessed on a collective basis as they
possess shared credit risk characteristics. They have been grouped based on the days past due

Trade receivables are stated net of expected credit losses as follows (Note 4.1):

2021 2020

EUR’000 EUR’000

Trade receivables — third parties 833 275
Trade receivables — related parties 9,574 4,340

10,407 4,615

An ageing analysis of trade receivables is included in Note 4.1.

(i) Amounts owed by parent company are unsecured, interest-free and have ne fixed date of
repayment.
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11. CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, the year-end cash and cash equivalents comprise

the following:
2021 2020
EUR’000 EUR'000
Cash at bank and in hand 1,658 513
Bank overdraft (Note 16) (34,092) (27,704)
(32,434) (27,191)
12. EQUITY
(a) Issued capital
2021 2020
EUR’000 EUR'000
Authorised and issued:
62,250,000 ordinary shares of EUR1 each 62,250 62,250
(b) Dividends
2021 2020
EUR’000 EUR'000
Final dividend
Gross 2,511 1,850
Tax at source at 35% (879) (647)
Net 1,632 1,203
Net dividend per share 0.026 0.019

(c) Retained Earnings

Retained earnings represent the profits generated from the date of incorporation to 31 December
2021.
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13

HEDGING RESERVE

The changes in fair values of hedging instruments qualifying as cash flow hedges are recorded in a
separate category of equity in the hedging reserve. As at 31 December the reserve is made up as shown

below:

At 31 December 2019
Gross amounts of gains/(losses)
Deferred income taxes

Movement — 31 December 2020
(Losses)/gains from changes in fair value
Deferred income taxes

Transferred to inventories
Transferred to statement of profit or loss
Deferred income taxes

At 31 December 2020
Gross amounts of (losses)/gains
Deferred income taxes

Movement — 31 December 2021
(Losses)/gains from changes in fair value
Deferred income taxes

Transferred to inventories
Transferred to statement of profit or loss
Deferred income taxes

At 31 December 2021
Gross amounts of (losses)/gains
Deferred income taxes

Currency Commodity
forwards derivatives Total
EUR’000 EUR’000 EUR’'000
(435) 6,379 5944
82 (2,232) (2,150)
(353) 4,147 3,794
(3,639) (42,715) (46,354)
1,344 14,949 16,293
(2,285) (27,766) (30,081)
243 26,075 26,318
- 16,629 16,629
(85) (14,946) (15,031)
158 27,758 27,916
(3,831) 6,368 2537
1,341 (2,229) (888)
(2,490) 4139 1,649
6,442 34,789 41,231
(2,255) (12,176) (14,431)
4187 22,613 26,800
(356) (34,416) (34,772)
- (8,317) (8,317)
125 14,957 15,082
(231) (27,776) (28,007)
2,255 (1,576) 679
(789) 552 (237)
442

1,466

(1,024)

The net fair value gains at 31 December 2021 on commadity contracts which hedge anticipated future
transactions will be transferred from the hedging reserve to inventory when the derivative is settled. Itis

subsequently transferred to the statement of profit or loss when the forecast transactions occur.
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14.

DEFERRED TAXATION

The movement on deferred taxation is as follows:

2021 2020

EUR’000 EUR’000

Opening balance 4,608 (1,914)
(Debit)/credit to the income statement (Note 22) (4,653) 5,260
(Debit)/credit to other comprehensive income (Note 13) 650 1,262
At end of year 605 4,608

Deferred taxes are recognised using the liability method on temperary differences and are measured at
the tax rates that are expected to apply to the period when the asset is realised or the liability is settled
based on tax rates (and tax laws) that have been enacted by the end of the reporting period. The

principal tax rate used is 35%.

Deferred income tax assets and liabilities are offset when the taxes concerned relate to the same fiscal

authority. The following amounts are offset in the statement of financial position:

2021 2020

EUR’000 EUR'000

Deferred tax assets 4,196 7,212
Deferred tax liabilities (3,591) (2,604)
At end of year 605 4,608

The directors are confident that any deferred tax liability recognised in the financial statements will be
realised in the foreseeable future through trading operations conducted by the Company. Tax losses

and unabsorbed capital allowances do not expire under Maltese legislation.

51

"=
[ -

& = = = = - -



ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2021

NOTES TO THE FINANCIAL STATEMENTS - continued

14.

DEFERRED TAXATION - continued

Deferred taxation is composed of deferred tax assets and liabilities which are expected to be recovered
after more than 12 months, except for deferred tax liability on the fair valuation of derivative instruments
amounting to EUR0.24 million (2020: EURO0.89 million) which are expected to crystallise within the next
12 months. Deferred tax assets and liabilities and the related movements are attributable to the following

items:

(Liabilities)/
Assets

At 1 January 2021

Credit to
statement of other
comprehensive
income

(Debit)/credit to
income statement

At 31 December
2021

(Liabilities )/
Assets

At 1 January 2020

Credit to
statement of other
comprehensive
income

(Debit)/credit to
income statement

At 31 December
2020

ROU Trading
asset lossud i Property,
and caital Plant and Receivables Payables Derivatives Inventory Total
lease allowa:ces equipment
liabilities
EUR’000 EUR'000 EUR'000 EUR’000 EUR'000 EUR'000 EUR'000 EUR000
136 4,658 (1,353) 2,312 (364) (888) 107 4,608
u s 2 = - 650 - 650
126 (4,652)  (1,773) 1,103 650 - (107)  (4,653)
262 6 (3,126) 3,415 286 (238) - 605
ROU
asset Trading
and losses and Property,
lease capital Plantand
liabilities allowances equipment Receivables Payables Derivatives Inventory Total
EUR'000 EUR’000 EUR’000 EUR’000 EUR’000 EUR'000 EUR’000 EUR’000
= s (726) 937 (82) (2,150) 107 (1,914)
= L - - - 1,262 - 1,262
136 4,658 (627) 1.305 (282) - - 5,260
136 4,658 (1,353) 2,312 (364) (888) 107 4,608

Deferred tax assets are recognised to the extent that realisation of the related tax benefit through future
taxable profits is probable.
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15. TRADE AND OTHER PAYABLES

2021 2020

EUR’000 EUR'000

Trade payables (i) 38,828 25,063
Amount due to related parties (ii) 15,978 35,404
Accruals and deferred income (iii) 15,675 14,787

70,481 75,254

()  Trade payables are non-interest bearing and repayable within a 60-day term.
(i) Amounts due to related parties are unsecured, interest free and repayable on-demand.
(i) Accruals and deferred income mainly relate to accruals for fuel purchases not yet invoiced as at year-
end and deferred income arising on sale of heavy gas oil.

16. INTEREST BEARING LOANS AND BORROWINGS

2021 2020

EUR’'000 EUR'000

Bank loans 48,463 51,521

Bank overdrafts (Note 11) 34,092 27,704

Total interest-bearing loans and borrowings 82,555 79,225

2021 2020

EUR’000 EUR'000

On demand or within one year 38,742 32,293

Between two and five years 19,005 4,681

After five years 24,808 42 251

Total interest-bearing loans and borrowings 82,555 79,225

2021 2020

EUR’000 EUR'000

Non-current 43,813 46,932

Current 38,742 32,293

Total interest-bearing loans and borrowings 82,555 79,225
The Company has the following facilities: )

(i) Bank loan facilities of EUR41.3 million (2020: EUR43.5 million) bearing interest of 1.75%
{minimum rate) plus 3 months EURIBOR per annum repayable on the term of 15 years from ,J

first drawdown. Such loan facilities are subject to loan covenants which require maintaining a
minimum Debt Service Coverage Ratio (‘“DSCR") which was met by the Company as at 31
December 2021 (31 December 2020: same).

[

(ii) Bank loan facilities of EUR7.1 million (2020: EUR8.0 million) bearing interest of 1.75% £
(minimum rate) plus 3 months EURIBOR per annum repayable on the term of 15 years from
first drawdown.

(i) The loan facilities are secured by a general hypothec for EUR75 million and guarantees of i l

EURS million over all the assets of the Company supported by a special hypothec of EUR75
million over the Company’'s assets as well as other guarantees provided by third party
companies,
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17. LEASES
Company as lessee

The Company has lease contracts for various property used in its operations. Such leases have lease
terms between 50 and 63 years.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during

the year:
2021 2020
EUR’000 EUR'000
At 1 January 10,574 10,939
Additions 1,318 -
Depreciation expense (262) (365)

At 31 December 11,630 10,574

Set out below are the carrying amounts of lease liabilities and the movements during the year:

2021 2020
EUR’000 EUR'000
At 1 January 10,961 10,939
Additions 1,318 -
Accretion of interest 432 338
Payments (332) (316)
At 31 December 12,379 10,961
The following are the amounts recognised in profit or loss:
2021 2020
EUR’000 EUR’'000
Depreciation expense of right-of-use assets 209 365
Interest expense on lease liabilities 432 338
Expense relating to short-term leases (included with
cost of sales) 1,034 745
Expense relating to leases of low-value assets (included
in administrative expenses) 29 -
Total amount recognised in profit or loss 1,704 1,448

The Company had total cash outflows for leases of EUR0.3 million in 2021 (2020: EUR0.3 million). The
Company also had non-cash additions to right-of-use assets and lease liabilities of EUR1.265 million and
EUR1.318 million respectively in 2021 (2020: Nil).

The Company's lease conftracts do not include extension and termination options.
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NOTES TO THE FINANCIAL STATEMENTS - continued

18.

18.

REVENUE
Revenue is made up of the following:
2021 2020
EUR’000 EUR'000
Distribution of petroleum products 275,511 240,894
Rental income 904 2,005
276,415 242 899
Distribution of petroleumn products fall under IFRS 15 and is recognized at a point in time.
EXPENSES BY NATURE
2021 2020
EUR’000 EUR'000
Cost of sales and administrative expenses
Employee benefit expense (Note 21) 6,210 5761
Depreciation of property, plant and equipment 4,682 2,938
Depreciation of right of use assets 262 365
Increase in expected credit losses 5,792 2,245
Net purchases of petroleum products 137,499 138,239
Maintenance and inventory related expenses 913 831
Duty on products sold 92,635 96,859
Rent 1,034 745
Other expenses 7,898 7,682
256,926 255,565
Disclosed as
Cost of sales 233,556 239,410
Transmission and distribution costs 11,374 8,333
Administrative expenses 11,996 7,822

Total 256,926

265,565

Auditor's fees

Fees charged by the auditor for services rendered during the year ended 31 December 2021 and 2020

relate to the following:

2021 2020

EUR’000 EUR'000

Annual statutory audit 60 30

Other non-audit services 13 4

Total 73 34
55
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NOTES TO THE FINANCIAL STATEMENTS - continued

20.

21.

22,

FINANCE COSTS
2021 2020
EUR’000 EUR'000
Interest on bank loans 826 559
Interest on right-of-use assets leased 432 339
Guarantee fees 232 82
1,490 980
EMPLOYEE BENEFIT EXPENSE
2021 2020
EUR’000 EUR'000
Wages and salaries 3,926 2,978
Social security costs 227 184
4,153 3,182
Amounts recharged by related parties 2,057 2,708
Other differences - (108)

6,210 5761

The average number of persons employed by the Company during the year amounted to 155 (2020:
174).

2021 2020
No. No.
Administration 3 32
Operations 124 142
155 174
Directors' remuneration is disclosed in Note 23.
INCOME TAX EXPENSE/(CREDIT)
2021 2020
EUR’000 EUR'000
Current tax expense 2,780 148
Deferred tax expense/(credit) (Note 14) 4,653 (5,260)

Income tax expense/(credit) 7,433 {5,112)
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NOTES TO THE FINANCIAL STATEMENTS - continued

22. INCOME TAX EXPENSE - continued

The tax impacts, which are entirely attributable to deferred taxation, relating to components of other
comprehensive income and accordingly presented directly in equity are as follows:

Cash flow hedges

Cash flow hedges

2021
Before Tax Net of
tax credit tax
EUR000 EUR’000 EUR’000
680 (238) 442
2020
Before Tax Net of
tax credit tax
EUR’000 EUR'000 EUR'000
(888) 1,649

2,537

The tax on the Company's profit before tax differs from the theoretical amount that would arise using the

basic tax rate as follows:

2021 2020
EUR’000 EUR'000
Profit/(loss) before tax 20,614 (14,825)
Tax on profit/(loss) at 35% 7,215 (5,189)
Tax effect of:
Income taxed at other tax rates (138) (265)
Expenses not deductible for tax purposes 266 243
Other differences 90 99
Income tax expense/(credit) 7,433 (5,112)
23. DIRECTORS' EMOLUMENTS
2021 2020
EUR’000 EUR'000
Salaries and other emoluments 51 47
57
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NOTES TO THE FINANCIAL STATEMENTS - continued

24.

25,

26.

27

CASH FROM OPERATIONS

Reconciliation of profit before tax to cash from operations:

Profit/(loss) before tax
Adjustments for:
Depreciation on property, plant and equipment (Note 8)
Depreciation on ROU assets (Note 17)
Provision for impairment of trade and other receivables
Loss on disposal
Finance costs
Change in working capital:
Inventories
Trade and other receivables
Trade and other payables

Cash from operations

2021 2020
EUR’000 EUR'000
20,614 (14,825)
4,682 2,938
262 365
5,792 2,245

g 29

1,490 980
747 (7.070)
(19,483) 5.338
4,355 5,156
18,459 (3.844)

COMMITMENTS

Capital commitments

Atthe year end, the Company had capital commitments in respect of property, plant and equipment which
where contracted but not yet incurred amounting to EUR17.3 million (2020: EUR23.9 million).

CONTINGENCIES

Guararntees

As at 31 December 2021, letters of credit amounting to EUR4. 1 million (2020: EUR4.1 million) were

issued by the Company's bankers in favour of related partiss.

RELATED PARTY TRANSACTIONS

The Company's immediate parent is Petromal {(Holdings) Company Limited which is & Company
registered in Malta with registration number C65288 and registered LAP121, Luga Aviation Park,
Aviation Avenue, Luga, Malta. The results of the Company are consolidated with the results of
Petromal Company Limited. The Company is ultimately owned and controlled by the Government
of Malta. Therefore, the Company considers that, for the purpose of IAS 24 (revised), the
Government and Government-related entities are related parties for the purpose of the disclosures

required by [AS 24.
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NOTES TO THE FINANCIAL STATEMENTS - continued

27.

RELATED PARTY TRANSACTIONS - continued
The compensation payable to key management personnel amounted to EUR316,178 (2020:
EUR316,178).

During the year, the Company had the following transactions with Government and Government-related
entities:

2021 2020

EUR’000 EUR'000

Revenue 11,090 18,631
Cost of sales (92,635) (96,859)
Administrative expenses (2,284) (2,890)

Dividends 1,632 1,203

Notes 10 and 15 include details of trade receivables and trade payables held with related parties. As
disclosed in note 26, letters of credit amounting to EUR4.1 million (2020: EUR4.1 million) were issued
by the Company's bankers in favour of related parties.
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NOTES TO THE FINANCIAL STATEMENTS - continued

28,

SUBSEQUENT EVENTS
i.  Geopolitical events and their impact on fuel prices and operations of the Company

In early 2022, the conflict between Russia and Ukraine caused significant volatility and instability within
the energy sector, with prices reaching very high levels. The Company managed to partially offset the
price volatility and surging costs through its hedging arrangements for certain fuels. These measures
provided a level of financial stability amid the market turbulence. However, due to the extreme volatility, it
was challenging to hedge certain other fuels at the desired price levels. Consequently, these fuels
remained exposed to the market's instability, impacting the Company's cost structures and financial
results. This cost escalation would have led the Company fo increase its fuel selling prices to ensure the
continuity of its operations in a feasible and economically viable manner.

To shield the Maltese industry and the general public from a drastic rise in the price of fuel, the Government
of Malta (‘Government’) opted to subsidise the energy utilities, which also cavers the motor fuels traded
by the Company through a Government Grant. Such Grant absorbs the additional rise in fuel costs,
thereby safeguarding the Company's operational sustainability. The government has opted for this
mechanism which has been designed to counterbalance the surge in fuel costs without passing the
burden onto the industry and the general public, by ensuring that the market fuel prices remained at the
same levels. The government grant is regarded as an important consideration in the Company's
assessment as a going concern as noted in note 2.1 to these financial statements, as in the absence of
increase in fuel selling prices, the financial support provided by the government significantly contributes
to the Company's ability to continue its operations in the normal course of business.

During 2022, the Company received EUR111million in Government Grant for the purpose of retaining
adequate liquidity, out of which, EURG7.8million were taken to profit or loss during 2022 based on the
grant mechanism explained above.

In the November 2022 budget speech, the government reaffirmed its commitment to supporting the
energy sector through the continuation of subsidies covering energy utilities during 2023, which also cover
the motor fuels traded by the Company. Consequently, during 2023 the Company continued to be in
receipt of Government Grants which amounted to EURB4.5 million. Similarly, in November 2023, the
government announced that it will continue to subside the energy sector into 2024 with the aim of shielding
the Maltese market from an increase in fuel prices.

ii. Financing
On 3 May 2022, the Company secured a new facility with a local credit institution amounting to

EURS50million, with EUR25million secured against diesel or hydro treated vegetable oil stock and another
EUR25million covered by an alternative security (being a government guarantee).
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Directors’ Report

The directors present their annual report and the audited financial statements of Enemed Co. Ltd. (“the
Company") for the year ended 31 December 2022.

Principal activities

The principal activity of the Company is the importation and distribution of petroleum products and the
renting of fuel storage facilities to third parties.

Performance review and future developments

During the year under review, notwithstanding an improvement in results when compared to previous
years, the Company was still recovering from the impact of the COVID-19 pandemic. During the year
under review, the onset of the war in Ukraine created unrest and volatility in the market which had a
significant impact on the energy sector. In view of the market instability, the forward prices for Diesel did
not reach the level necessary to sustain the retail price in the local market, and thus secure hedging
agreements for 2022. The market situation required an increase in prices at the pump to ensure that the
Company does not sustain any losses which could jeopardize its sustainability. To shield the Maltese
industry and the general public from this rise in the price of fuel, the Government of Malta (‘Government’)
opted to subsidise the energy utilities, including motor fuels through a Government Grant (the ‘Grant’).
The Company was chosen as a vehicle to distribute the Subsidy to the industry and general public.
Therefore, the Company did not increase its diesel prices during 2022, however still managed to earn its
normal margins through the Grant. During 2022, the Company received EUR111 million through the
Grant. Of the EUR111 million received, EURB7.8 million were taken to revenue (refer to note 25 to these
financial statements).

To ensure management focus to achieve the strategic objectives set out by the Board of Directors, six
pillars have been identified at the beginning of the year, and this report will state the achievements with
respect to each pillar.

The key results achieved in each respective pillar are reported below.

Financial review

The statement of profit or loss of the Company is set out on page 12. During the year under review, the
Company reported revenue of EUR487.4 million (incl. EURG7.8 million of Government Grant) (2021:
EUR276.4 million). During the same year, the Company has generated a profit before tax of EUR26.2
million (2021: EUR20.6 million). Landside sales reported a 28% and an 8% increase in sales for diesel
and petrol respectively when compared to 2021 performance. Aviation Sales reached 84% of the
annualised volume of 2019. Total overheads were EUR1.5 million more than budget mainly due to the
fact that the Company had to keep the Birzebbugia facility to store extra inventory of diesel as security of
supply as requested by the Government. Administrative expenses and distribution costs were also higher
than budgeted reflecting the increased variance in sales of fuels.

Quality

The Quality Department introduced random sampling as part of their daily quality checks capturing 95%
of the population with 90% confidence. This continues to strengthen the quality consistency of our
products on the market. From a regulatory viewpoint, the Company successfully passed the COMAH
audits with no major findings and the JIG inspection at the airport facilities. In addition, in October, the
company successfully obtained the 1SO14001:2015 certification. Considering that Enemed operates in
the fuel industry, being awarded a certification related to the environment shows the commitment of the
Company has towards reducing its impact on the surroundings.
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Directors’ Report — continued
Innovation

The IT department developed an app whereby Franchise Customers are now ordering their fuel requests
from their mobile hence improving the planning phase of the distribution operation. The same department
also introduced the IT ticketing system thus ensuring the no IT requests for help are left unheeded. An
automated Visitor Management System was developed and implemented in house. This further improved
the security and safety of all external visitors allowed entry in the company premises. Furthermore, the
near miss app and fuel station ordering mobile app were launched in 2022.

In terms of technology, the company signed a service level agreement (SLA) with Honeywell Europe
hence ensuring that the required support for continuous improvement in the operations software is
maintained. The SLA also stipulates that training over the period of 3 years is performed to the local team
with the eventual intent of having inhouse expertise to run the operations.

Team

In relation to training, the company achieved 70% of what was planned. Also, the Company conducted
for the first time an Employee Engagement Survey, the outcome of which showed that the majority of
employees are proud to be working for Enemed and their level of engagement is significant. The
Company also engaged PWC to conduct a Job Description Evaluation exercise. Using the STRATA
method, PWC evaluated the reguirements of the job and the relative salary the same job should ideally
be paid.

Operational Excellence

In 2022, the company sourced a maintenance software that enables not only the planning phase for
maintenance but also providing a detailed list of all required components and tools required to do the job.
All road-tankers used in the Inland Fuel Division were assembled with a ground level sampling system
which enabled easy access to the drivers to draw samples of fuel for quality checks. The inland division
conducted 8,370 trips in 2022 averaging 32 trips per day. The aviation division made 24,057 uplifts to
various airlines or approximately serving 65 airplanes per day.

Customer

In 2022, another one-day seminar and refresher training for all franchisees was conducted ensuring that
all franchised stations maintain and are kept abreast with our company’s standards. In addition, the full
version of the Fuel Ordering Application was launched to all 21 franchised stations across Malta. The
customer satisfaction survey showed an improvement in all areas of assessment and within the Aviation
division, Enemed passed all 3 client audits two of which made by important customers such as Ryanair
and Emirates.

Dividends

During the year, the Company declared and settled a dividend amounting of EUR1.3 million (2021:
EUR1.6 million) to its shareholders. No further dividends are recommended.

Directors

The directors who served until the date of authorization of these financial statements were as listed on
page 2. In accordance with the Company's Memorandum and Articles of Association, the present
directors are to remain in office.
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Directors’ Report — continued

Risk management

The Company's risk management policies are disclosed in Note 4 of the financial statements.
Subsequent events

Geopolitical events and their impact on fuel prices and operations of the Company

As disclosed in Note 2.1 to these financial statements, the Company has been in receipt of Government
Grants throughout 2023, calculated on the Grant mechanism explained in Note 25. Due to persisting price
instability within the energy sector throughout 2023, in the November 2023 budget speech, the
government reaffirmed its commitment to supporting the energy sector through subsiding energy utilities

during 2024, which also covers the motor fuels traded by the Company, with the aim of shielding the
Maltese market from an increase in fuel prices.

Auditors

Ernst & Young Malta Limited have expressed their willingness to continue in office and a resolution for
their re-appointment will be proposed at the annual general meeting.

Approved by the Board of Directors and signed on its behalf on 26 February 2024 by:

¥, r
MR. K. CHIRCOP MR. J. CAMILLERI
Executive Chairman Director
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Statement of Directors’ Responsibilities

The directors are required by the Companies Act (Cap. 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:

= 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 to 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;

= 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. 388). 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.
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Ltd.

Report on the audit of the audit of the financial statements

Opinion

We have audited the financial statements of Enemed Co. Ltd (the “Company™), set on pages 10 to 60, which comprise the
statement of financial position as at 31 December 2022, and the statement of comprehensive income, the statement of
changes in equity and the statement of cash flows for the year then ended, and notes to the financial statements, including
material accounting policy information.

[n our opinion, the accompanying financial statements give a true and fair view of the financial position of the Company as
at 31 December 2022, and of its financial performance and its cash flows for the year then ended in accordance with
[nternational Financial Reporting Standards as adopted by the EU (“[FRS™) and the Companies Act. Cap. 386 of the Laws
of Malta (the “Companies 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 [nternational Code of Ethics for Professional
Accountants (including International Independence Standards) as issued by the International Ethics Standards Board of
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. 28! of the Laws of Malta, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Emphasis of matter

We draw attention to Note 30 to the financial statements, which describes relevant events that occurred subsequent to the
reporting date, mainly relating to government grants received in 2023 and government grants reaffirmed for 2024 in relation
to the continued geopolitical events and their impact on fuel prices. Our opinion is not modified in respect of this matter.

Other information
The directors are responsible for the other information. The other information comprises the information included in the

Annual Report, other than the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon other than our reporting on other legal and regulatory requirements.

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. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information. we are required to
report that fact. We have nothing to report in this regard.

n
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Ltd. - continued

Report on the audit of the audit of the financial statement - continued

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance with [FRS
and the requirements of the Companies Act. and for such internal control as the directors determine is necessary to enable
the preparation of [inancial 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 have no realistic alternative but to do so.

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 [rom 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 [SAs will always detect a
malerial misstatement when it exists. Misstatements can arise from fraud or error and are considered material ifl individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

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

° identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error.
design and perform audit procedures responsive Lo 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

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

® evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

o 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. Qur conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease Lo continue as a going concern.

o 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

‘
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INDEPENDENT AUDITOR’S REPORT
to the Shareholders of Enemed Co. Ltd. — continued

Report on the audit of the audit of the financial statement — continued

Auditor’s responsibilities for the audit of the financial statements - continued
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.

Report on other legal and regulatory requirements

Matters on which we are required to report by the Companies Act

We are required to express an opinion as to whether the directors’ reporl has been prepared in accordance with the
applicable legal requirements. In our opinion the directors’ report has been prepared in accordance with the Companies

Act.

In addition, in the 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.
We also have responsibilities under the Companies Act to report to you il in our opinion:

proper accounting records have not been kept:
° the financial statements are not in agreement with the accounting records
o we have not received all the information and explanations we require for our audit.

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

ner in charge of the audit resulting in this independent auditor’s report is
Shawn Falzon for and on behalf of

Ernst & Young Malta Limited
Certified Public Accountants

26 February 2024
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STATEMENT OF FINANCIAL POSITION
As at 31 December 2022

Notes 2022 2021
EUR’000 EUR'000
ASSETS
Non-current assets
Property, plant and equipment 6 111,871 112,754
Goodwill 7 33,300 34,500
Right-of-use assets 17 11,421 11,630
Deferred tax asset 14 - 605
Total non-current assets 156,592 159,489
Current assets
Inventories 9 77,667 32,973
Trade and other receivables 10 44,385 54,664
Derivative financial instruments 8 - 2,469
Cash and cash equivalents 11 38,331 1,658
Total current assets 160,383 91,764
Total assets 316,975 251,253
10
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STATEMENT OF FINANCIAL POSITION - continued
As at 31 December 2022

Notes 2022 2021
EUR’000 EUR'000
EQUITY AND LIABILITIES
Equity
Issued capital 12 62,250 62,250
Retained earnings 34,278 19,133
96,528 81,383
Hedging reserve 13 (900) 442
95,628 81,825
Non-current liabilities
Interest-bearing loans and borrowings 16 39,233 43,813
Lease liabilities 17 12,411 12,379
Deferred tax liability 14 2,385 -
Total non-current liabilities 54,029 56,192
Current liabilities
Trade and other payables 15 83,541 70,481
Interest-bearing loans and borrowings 16 33,049 38,742
Government Grant 25 43,176 -
Derivative financial instruments 8 1,490 1,577
Tax payable 6,062 2,436
Total current liabilities 167,318 113,236
Total liabilities 221,347 169,428
Total equity and liabilities 316,975 251,253

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial
statements.

The financial statements on pages 10 to 60 were authorised for issue by the Board of Directors on 26
February 2024 and were signed on its behalf by:

T,

e o
MR. K. CHIRCO MR. J. CAMILLERI
Executive Chairman Director
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STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2022

Notes 2022 2021

EUR’000 EUR'000

Revenue 18 487,365 276,415
Cost of sales 20 (446,783) (233,556)
Gross profit 40,582 42,859
Other operating income 19 417 1,694
Administrative, selling and distribution expenses 20 (14,319) (23,370)
Difference on exchange 991 921
Finance costs 21 (1,472) (1,490)
Profit before tax 26,199 20,614
Income tax (charge) 23 (9,754) (7,433)
Profit for the year 16,445 13,181

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial
statements.
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Annual report and financial statements for the year ended 31 December 2022

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2022

Note
Comprehensive income/(loss)
Profit for the year
Other comprehensive income/(loss)
Other comprehensive income/(loss) to be reclassified to
profit or loss in subsequent years
Cash flow hedges, net of deferred tax 13

Comprehensive loss

Total comprehensive income for the year

2022 2021
EUR’000 EUR'000
16,445 13,181
(1,342) (1,207)
(1,342) (1,207)
15,103

11,974

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial

statements.
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2022

Notes Issued Hedging Retained
capital reserve earnings Total
EUR000 EUR’000 EUR’000 EUR’000
Balance as at 1 January 2022 12 62,250 442 19,133 81,825
Profit for the year - - 16,445 16,445
Other comprehensive loss 13 - (1,342) - (1,342)
Total comprehensive income/(loss) - (1,342) 16,445 15,103
Dividends 12 - - (1,300) (1,300)
Balance at 31 December 2022 62,250 (900) 34,278 95,628
Balance as at 1 January 2021 12 62,250 1,649 7,584 71,483
Profit for the year - - 13,181 13,181
Other comprehensive loss 13 - (1,207) - (1,207)
Total comprehensive loss - (1,207) 13,181 11,974
Dividends 12 - - (1,632) (1,632)
442 19,133 81,825

Balance at 31 December 2021 62,250

The accounting policies and explanatory notes on pages 16 fto 60 form an integral part of the financial

statements.
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ENEMED CO. LTD.

Annual report and financial statements for the year ended 31 December 2022

STATEMENT OF CASH FLOWS
For the year ended 31 December 2022

Cash flows from operating activities
Cash generated from/(used in) operations
Tax paid

Net cash generated from/(used in) operating activities
Cash flows from investing activities
Purchase of property, plant and equipment
and investment property
Net cash used in investing activities
Cash flows from financing activities
Repayment of bank borrowings
Drawdown of bank borrowings
Payment of principal portion of lease liabilities
Dividend paid

Interest paid

Net cash (used in)/generated from financing activities

Net movement in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes 2022 2021
EUR’000 EUR'000
26 57,722 18,459
(2,417) 1,627
55,305 20,086
(5,619) (18,891)
(5,619) (18,891)
. (3,968)
(4,490) 911
(339) (332)
(1,300) (1,632)
(1,101) (1,417)
(7,230) (6,438)
42,456 (5,243)
(32,434) (27,191)

11 10,022

(32,434)

The accounting policies and explanatory notes on pages 16 to 60 form an integral part of the financial

statements.
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NOTES TO THE FINANCIAL STATEMENTS

1.

21

GENERAL INFORMATION

Enemed Co. Ltd. {"the Company”) is registered in Malta as a limited liability Company under the
Companies Act, Cap. 386 of the Laws of Malta. The Company’s principal activity is the importation and
distribution of petroleum products and the renting of fuel storage facilities to third parties. The Company
was incorporated on 19 August 2014 and holds a registration number of C 66404.

BASIS OF PREPARATION

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (“IFRSs") as adopted by the European Union (“EU”) and with the Companies Act,
Cap. 386 of the Laws of Malta.

The financial statements have been prepared on a historical cost basis, except for derivative financial
instruments which have been measured at fair value. These financial statements are presented in Euro
("EUR") which is the Company's functional and presentation currency. Unless otherwise stated, all
financial information presented has been rounded to the nearest thousand (“EUR'000").

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. Significant accounting judgments, estimates and
assumptions are disclosed in Note 5 to these financial statements.

Going Concern
Operations

During the year ended 31 December 2022, the Company reported revenue of EUR487 4million (2021:
EUR276.4million) and generated a profit before tax of EUR26.2million (2021: EUR20.6million). The
increase in the Company's revenue is directly related to the significant rise in fuel costs as a consequence
of the volatility and price instability caused by the Russia Ukraine conflict as further described below.

Financial Position

As at 31 December 2022, the Company's current liabilities exceeded its current assets by EURBG.9million
(2021: EUR21.5million) whereas the Company's total assets exceeded its total liabilties by
EUR95.6million (2021: EUR81.8million). Despite the current liability position, the Company generate
sufficient cash flows from operations within a financial year which provides the necessary liquidity to seitle
its short-term obligations. Moreover, a portion of the Company’s trade and other payables balance are
with related parties, with which repayment terms can be managed if the need arises.

As outlined below, management has prepared a cashflow forecast for the Company to assess the
sustainability of its operations over the foreseeable future considering a going concern assessment period
covering up to 31 December 2024.

Liguidity
As at reporting date, the Company had aggregate banking facilities of EUR96.5million (2021:
EURB85.2million) of which EUR24.2million (2021: EUR2.6million) were undrawn banking facilities.

As explained in note 16 to these financial statements, the Company has contractual loan covenants,
which require maintaining a minimum Debt Service Coverage Ratio ("DSCR") or for the Company to
demonstrate its ability to generate sufficient cash to service its debt obligations.

During the current year, the Company has secured an overdraft facility amounting to EUR50million, for
the purpose of providing the Company with immediate access to funds to manage short-term cash flow
needs or unexpected increase in costs.
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NOTES TO THE FINANCIAL STATEMENTS - continued

2,
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BASIS OF PREPARATION - continued
Going Concern — continued
Geopolitical events and their impact on fuel prices and operations of the Company

In early 2022, the conflict between Russia and Ukraine caused significant volatility and instability within
the energy sector, with prices reaching very high levels. The Company managed to partially offset the
price volatility and surging costs through its hedging arrangements for certain fuels. These measures
provided a level of financial stability amid the market turbulence. However, due to the extreme volatility, it
was challenging to hedge certain other fuels at the desired price levels. Consequently, these fuels
remained exposed to the market's instability, impacting the Company's cost structures and financial
results. This cost escalation would have led the Company to increase its fuel selling prices to ensure the
continuity of its operations in a feasible and economically viable manner.

To shield the Maltese industry and the general public from a drastic rise in the price of fuel, the
Government of Malta (‘Government') opted to subsidise the energy utilities, which also covers the motor
fuels traded by the Company through a Government Grant. Such Grant absorbs the additional rise in fuel
costs, thereby safeguarding the Company's operational sustainability. The Government has opted for this
mechanism which has been designed to counterbalance the surge in fuel costs without passing the
burden onto the industry and the general public, by ensuring that the market fuel prices remained at the
same levels.

During 2022, the Company received EUR111million in Government Grant for the purpose of retaining
adequate liquidity, out of which, EURG7.8million were taken to profit or loss during 2022 based on the
grant mechanism explained above.

In the November 2022 budget speech, the government reaffirmed its commitment to supporting the
energy sector through the continuation of subsidies covering energy utilities during 2023, which also cover
the motor fuels traded by the Company. Consequently, during 2023 the Company continued to be in
receipt of Government Grants which amounted to EURG4.5 million. Similarly, in November 2023, the
government announced that it will continue to subside the energy sector into 2024 with the aim of shielding
the Maltese market from an increase in fuel prices.

Cashflow forecast

Management has prepared a cashflow forecast for the period ending 31 December 2024, considering
significant events and transactions that have occurred or are expected to occur subsequent to year end,
taking into account actual results to date and projected activities, including forecasted revenue and
expenditure, up to 31 December 2024.

The cashflow forecast prepared by management takes into consideration the expected sales volumes
and the continuation of the Government Grant explained above, together with other working capital
considerations.

Management has also considered other scenarios, and under the scenarios tested, the Company is
expected to continue to have sufficient liquidity relative to the facilities available to it.

Accordingly, based on information available at the time of approving these financial statements, the
Directors have reasonable expectation that the Company will meet all its obligations as and when they
fall due over the assessment period and therefore, that the going concern basis adopted for the
preparation of these financial statements remains appropriate.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.1

3.2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Standards, interpretations and amendments to published standards as endorsed by the
European Union effective in the current year

The accounting policies adopted are consistent with those of the previous financial year, except for the
following amendments to IFRS effective during the year:

- Amendments to IFRS 3 Business Combinations; IAS 16 Property, Plant and Equipment; I1AS
37 Provisions, Contingent Liabilities and Contingent Assets; and Annual Improvements 2018-
2020 (All issued 14 May 2020)

The adoption of these amendments did not have significant impact on the financial statements or
performance of the Company.

Standards, interpretations and amendments to published standards as adopted by the EU which
are not yet effective

Up to date of approval of these financial statements, certain new standards, amendments and
interpretations to existing standards have been published but which are not yet effective for the current
reporting year and which the Company has not early adopted but plans to adopt upon their effective date.
The new and amended standards follow:

- IFRS 17 Insurance Contracts (issued on 18 May 2017); including Amendments to IFRS 17
(issued on 25 June 2020) (effective for financial year beginning on or after 1 January 2023)

- Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors:
Definition of Accounting Estimates (issued on 12 February 2021) (effective for financial year
beginning on or after 1 January 2023)

- Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2:
Disclosure of Accounting policies (issued on 12 February 2021) (effective for financial year
beginning on or after 1 January 2023)

- Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising
from a Single Transaction (issued on 7 May 2021) (effective for financial year beginning on or
after 1 January 2023)

- Amendments to IFRS 17 Insurance contracts: Initial Application of IFRS 17 and IFRS 9 —
Comparative Information (issued on 9 December 2021) (effective for financial year beginning
on or after 1 January 2023)

- Amendments to IAS 12 Income Taxes: International Tax Reform — Pillar Two Model Rules
(issued on 23 May 2023) (effective immediately for financial year beginning on or after 1
January 2024)

- Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (issued on 22
September 2022) (effective for financial year beginning on or after 1 January 2024)

- Amendments to IAS 1 Presentation of Financial Statements:

o Classification of Liabilities as Current or Non-current (issued on 23 January 2020),

o Classification of Liabilities as Current or Non-current — Deferral of effective date (issued on
15 July 2020);

o Non-current liabilities with covenants (issued on 31 October 2022)

(effective for financial year beginning on or after 1 January 2024)

The changes resulting from these standards, interpretations and amendments are not expected to have
a material effect on the financial statements or performance of the Company. The Company has not early
adopted any standard, interpretation or amendment that have been issued but is not yet effective.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.3

3.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Standards, interpretations and amendments that are not yet endorsed by the EU

These are as follows:

) Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates: Lack of

Exchangeability (issued on 15 August 2023)
- Amendments to IAS 7 Statements of Cash Flows and IFRS 7 Financial Instruments:
Disclosures: Supplier Finance Arrangements (issued on 25 May 2023)

The Company is still assessing the impact that these new standards will have on the financial
statements.

Foreign currency translation
(a) Functional and presentation currency

items included in the financial statements are measured using the currency of the primary economic
environment in which the entity operates ('the functional currency'). The financial statements are
presented in Euro (EUR), which is the Company's functional and presentation currency.

(b) Transactions and balances

Transactions in foreign currencies are initially recorded at their respective functional currency spot rates
at the date the transaction first qualifies for recognition. Monetary assets and liabilities denominated in
foreign currencies are translated at the functional currency spot rates of exchange at the reporting date.
Differences arising on settlement or translation of monetary items are recognised in the statement of profit
or loss.

The Company enters into foreign exchange forward contracts in order to manage its exposure to
fluctuations in foreign currency rates on specific transactions. Further information is disclosed in Note 3.11
Derivative financial instruments and hedge accounting.

All foreign exchange gains and losses are presented in the statement of profit or loss within cost of sales
and specific line items within operating results.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.
3.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Property, plant and equipment

Property, plant and equipment comprising buildings and infrastructural improvements, plant, equipment,
furniture and fittings are stated at historical cost less accumulated depreciation and accumulated
impairment losses. Historical cost includes the purchase price and any directly attributable cost of
preparing the asset for its intended use.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Company and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial period
in which they are incurred.

Depreciation on other assets is calculated using the straight-line method to allocate their cost to their
residual values over their estimated useful life. Leased assets are depreciated over the shorter of the
lease term and their useful lives unless it is reasonably certain that the Company will obtain ownership by
the end of the lease term. The rates of depreciation per annum used for the period are as follows:

%

Leasehold buildings 15-3
Plant and Machinery 2-20
Motor Vehicles 10
Furniture and Fittings 10-25

Depreciation is charged on a monthly basis. The assets' residual values and useful lives are reviewed,
and adjusted if appropriate, at each reporting period. Gains and losses on disposal of property, plant and
equipment are determined by comparing proceeds with the carrying amount and are recognised within
‘other operating income/expenditure’ in the statement of profit or loss. An asset's carrying amount is
written down immediately to its recoverable amount if its carrying amount is greater than its estimated
recoverable amount. Property, plant and equipment are derecognised either when they have been
disposed of or permanently withdrawn from use ar no future economic benefit is expected from their

disposal.




ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.6

3.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Borrowing costs

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. Other borrowing costs are recognised as an expense in the profit and loss in the
period in which they are incurred.

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for

consideration.
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. The Company recognises lease liabilities to make lease payments
and right-of-use assets representing the right to use the underlying assets.

i) Right-of-use assels

The Company recognises right-of-use assets at the commencement date of the lease (i.e,, the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over 50 years to 63 years, being the shorter of the lease
term and the estimated useful lives of the leased assets.

If ownership of the leased asset transfers to the Company at the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies in section Note 3.14
Impairment of non-financial assets.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Leases - continued
i) Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option reasonably certain to be exercised by
the Company and payments of penalties for terminating the lease, if the lease term reflects the Company
exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless
they are incurred to produce inventories) in the period in which the event or condition that triggers the
payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in the lease payments (e.g., changes to future
payments resulting from a change in an index or rate used to determine such lease payments) or a change
in the assessment of an option to purchase the underlying asset.

i) Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and
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 applies 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 leases 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 profit or loss 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. Contingent rents are recognised as revenue in the period in which they are earned.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.8

3.9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Issued capital and dividends

Ordinary shares are classified as equity. Dividend distribution to the Company's shareholders is recognized
as a liability in the Company's financial statements in the year in which the dividends are approved by the
shareholders.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration transferred, which is measured at acquisition date fair
value, and the amount of any non-controlling interests in the acquiree. For each business combination,
the Company elects whether to measure the non-controlling interests in the acquiree at fair value or at the
proportionate share of the acquiree's identifiable net assets. Acquisition-related costs are expensed as
incurred and included in administrative expenses.

The Company determines that it has acquired a business when the acquired set of activities and assets
include an input and a substantive process that together significantly contribute to the ability to create
outputs. The acquired process is considered substantive if it is critical to the ability to continue producing
outputs, and the inputs acquired include an organised workforce with the necessary skills, knowledge, or
experience to perform that process or it significantly contributes to the ability to continue producing outputs
and is considered unique or scarce or cannot be replaced without significant cost, effort, or delay in the
ability to continue producing outputs.

When the Company acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances, and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

Any contingent consideration to be fransferred by the acquirer will be recognised at fair value at the
acquisition date. Contingent consideration classified as equity is not remeasured and its subsequent
settlement is accounted for within equity. Contingent consideration classified as an asset or liability that is
a financial instrument and within the scope of IFRS 9 Financial Instruments, is measured at fair value with
the changes in fair value recognised in the statement of profit or loss in accordance with IFRS 9. Other
contingent consideration that is not within the scope of IFRS 9 is measured at fair value at each reporting
date with changes in fair value recognised in profit or loss.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interests, and any previous interest held, over the net
identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in excess
of the aggregate consideration transferred, the Company re-assesses whether it has correctly identified
all of the assets acquired and all of the liabilities assumed and reviews the procedures used to measure
the amounts to be recognised at the acquisition date. If the reassessment still results in an excess of the
fair value of net assets acquired over the aggregate consideration transferred, then the gain is recognised
in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
allocated to each of the Company's cash-generating units that are expected to benefit from the
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is
measured based on the relative values of the disposed operation and the portion of the cash-generating
unit retained.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.
3.10

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — continued
Fair value measurement

The Company measures financial instruments such as derivatives, and non-financial assets at fair value at
each balance sheet date.

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 measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

- Inthe principal market for the asset or liability; or
- Inthe absence of a principal market, in the most advantageous market for the asset or liability
The principal or the most advantageous market must be accessible by the Company.

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 economic best interest.

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

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

- Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

- Level 2 — Valuation technigues for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

- Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by re-assessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a whole)
at the end of each reporting period.

For the purpese of fair value disclosures, the Company has determined classes of assets and liabilities on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy, as explained above.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Company uses derivative financial instruments, including forward currency contracts and forward
commodity contracts to hedge its foreign currency risks and commodity price risks respectively. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative
contract is entered into and are subsequently remeasured at fair value, Derivatives are carried as financial
assets when the fair value is positive and as financial liabilities when the fair value is negative. The fair
value of forward foreign exchange contracts is determined using forward exchange market rates at the
reporting date. Fair values of commodity swaps are mainly based on dealer quotes obtained at the
reporting date from the Company's counterparties. The full fair value of hedging derivatives is classified
as a non-current asset or liability when the remaining maturity of the hedged item is more than 12 months
and as a current asset or liability when the remaining maturity of the hedged item is less than 12 months.
Trading derivatives are classified as a current asset or liability.

For the purpose of hedge accounting, hedges are classified as:

- Fair value hedges when hedging the exposure to changes in the fair value of a recognised asset
or liability or an unrecognised firm commitment

- Cash flow hedges when hedging the exposure to variability in cash flows that is either attributable
to a particular risk associated with a recognised asset or liability or a highly probable forecast
transaction or the foreign currency risk in an unrecognised firm commitment

- Hedges of a net investment in a foreign operation.

At the inception of a hedge relationship, the Company formally designates and documents the hedge
relationship to which it wishes to apply hedge accounting and the risk management objective and strategy
for undertaking the hedge. The documentation includes identification of the hedging instrument, the
hedged item, the nature of the risk being hedged and how the Company will assess whether the hedging
relationship meets the hedge effectiveness requirements (including the analysis of sources of hedge
ineffectiveness and how the hedge ratio is determined). A hedging relationship qualifies for hedge
accounting if it meets all of the following effectiveness requirements:

- There is ‘an economic relationship’ between the hedged item and the hedging instrument.

- The effect of credit risk does not ‘dominate the value changes’ that result from that economic
relationship.

- The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the
hedged item that the Company actually hedges and the quantity of the hedging instrument that the
Company actually uses to hedge that quantity of hedged item.

Hedges that meet all the qualifying criteria for hedge accounting are accounted for, as described below:

(a) Fair value hedges

The change in the fair value of a hedging instrument is recognised in the statement of profit or loss. The
change in the fair value of the hedged item attributable to the risk hedged is recorded as part of the
carrying value of the hedged item and is also recognised in the statement of profit or loss.

For fair value hedges relating to items carried at amortised cost, any adjustment to carrying value is
amortised through profit or loss over the remaining term of the hedge using the EIR method. The EIR
amortisation may begin as soon as an adjustment exists and no later than when the hedged item ceases
to be adjusted for changes in its fair value attributable to the risk being hedged. If the hedged item is
derecognised, the unamortised fair value is recognised immediately in profit or loss.

When an unrecognised firm commitment is designated as a hedged item, the subsequent cumulative
change in the fair value of the firm commitment attributable to the hedged risk is recognised as an asset
or liability with a corresponding gain or loss recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS - continued

3.

3.11

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Derivative financial instruments and hedge accounting - continued

(b) Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognised in OCI in the cash flow
hedge reserve, while any ineffective portion is recognised immediately in the statement of profit or loss.
The cash flow hedge reserve is adjusted to the lower of the cumulative gain or loss on the hedging
instrument and the cumulative change in fair value of the hedged item.

The Company uses forward currency contracts as hedges of its exposure to foreign currency risk in
forecast transactions and firm commitments, as well as forward commodity contracts for its exposure to
volatility in the commodity prices. The ineffective portion relating to foreign currency contracts is
recognised as other expense and the ineffective portion relating to commodity contracts is recognised in
other operating income or expenses.

The Company designates only the spot element of forward contracts as a hedging instrument. The
forward element is recognised in OCI and accumulated in a separate component of equity under cost of
hedging reserve.

The amounts accumulated in OCI are accounted for, depending on the nature of the underlying hedged
transaction. If the hedged transaction subsequently results in the recognition of a non-financial item, the
amount accumulated in equity is removed from the separate component of equity and included in the
initial cost or other carrying amount of the hedged asset or liability. This is not a reclassification adjustment
and will not be recegnised in OCI for the period. This also applies where the hedged forecast transaction
of a non-financial asset or non-financial liability subsequently becomes a firm commitment for which fair
value hedge accounting is applied.

For any other cash flow hedges, the amount accumulated in OCI is reclassified to profit or loss as a
reclassification adjustment in the same period or periods during which the hedged cash flows affect profit
or loss.

If cash flow hedge accounting is discontinued, the amount that has been accumulated in OCI must remain
in accumulated OCI if the hedged future cash flows are still expected to occur. Otherwise, the amount will
be immediately reclassified to profit or loss as a reclassification adjustment. After discontinuation, once
the hedged cash flow occurs, any amount remaining in accumulated OCI must be accounted for
depending on the nature of the underlying transaction as described above.

(c) Hedges of a net investment

Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted
for as part of the net investment, are accounted for in a way similar to cash flow hedges. Gains or losses
on the hedging instrument relating to the effective portion of the hedge are recognised as OCI while any
gains or losses relating to the ineffective portion are recognised in the statement of profit or loss. On
disposal of the foreign operation, the cumulative value of any such gains or losses recorded in equity is
transferred to the statement of profit or loss.

The fair value of derivative instruments used for hedging purposes are disclosed in Note 8 Derivative
financial instruments. Movements in the hedging reserve in equity are shown in Note 13 Hedging reserve.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.

i. 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. With the exception of trade
receivables that do not contain a significant financing component or for which the Company has applied
the practical expedient, 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. Trade receivables that do not
contain a significant financing component or for which the Company has applied the practical expedient
are measured at the transaction price as disclosed in Note 3.19 Revenue from contracts with customers.

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 principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level. Financial assets with cash flows that are not SPPI are classified and measured at fair value through
profit or loss, irrespective of the business model.

The Company's business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial assets
in order to collect contractual cash flows while financial assets classified and measured at fair value
through OCI are held within a business model with the objective of both holding to collect contractual
cash flows and selling.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the marketplace are recognised on the trade date, i.e., the date that the
Company commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

i, Financial assets at amortised cost (debt instruments)
ii. Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt
instruments)
iii. Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition (equity instruments)
iv. Financial assets at fair value through profit or loss
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

3.12 Financial instruments — continued

i. Financial assets — continued

Subsequent measurement - continued

Financial assets at 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:

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

- The contractual terms of the financial asset give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

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

Financial assets at fair value through OCI (equity instruments)

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity
instruments designated at fair value through OCI when they meet the definition of equity under IAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised
as other income in the statement of profit or loss when the right of payment has been established, except
when the Company benefits from such proceeds as a recovery of part of the cost of the financial asset,
in which case, such gains are recorded in OCI. Equity instruments designated at fair value through OCI
are not subject to impairment assessment.

Financial assets at fair value through profit or loss

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 recognised in the statement of profit or loss.

This category includes derivative instruments and listed equity investments which the Company had not
irrevocably elected to classify at fair value through OCI. Dividends on listed equity investments are
recognised as other income in the statement of profit or loss when the right of payment has been
established.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from
the host and accounted for as a separate derivative if. the economic characteristics and risks are not
closely related to the host, a separate instrument with the same terms as the embedded derivative would
meet the definition of a derivative; and the hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with changes in fair value recognised in profit or
loss. Reassessment only occurs if there is either a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of
the fair value through profit or loss category.
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SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial instruments - continued

Financial assets — continued

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised 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 obligation to 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 asset, but has transferred control of the asset.

When the Company has transferred its rights to 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 recognise the transferred asset to
the extent of its continuing involvement.

i. 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 recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Subsequent measurement
For purposes of subsequent measurement, financial liabilities are classified in two categories:

- Financial liabilities at fair value through profit or loss
- Financial liabilities at amortised cost (loans and borrowings)

Financial liabilities at fair value through profit or loss

Financial liabilities 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.

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 into by the Company
that are not designated as hedging instruments in hedge relationships as defined by IFRS 8.

Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.
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 9 are satisfied.
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3.12

3.13

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Financial instruments - continued

i. Financial Liabilities — continued

Subsequent measurement — continued

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are
derecognised as well as through the EIR amortisation process.

Amortised 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 amortisation is included as finance costs in the
statement of profit or loss.

Derecognition

A financial liability is derecognised 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 derecognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in the statement of profit or loss.

iii. Offsetting of financial instruments

Financial assets and financial liabilities are off-set and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Impairment of financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash flows that the Company expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will include
cash flows from the sale of collateral held or other credit enhancements that are integral to the contractual
terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from defauit
events that are possible within the next 12-months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of
the default (2 lifetime ECL).

For trade receivables and contract assets, the Company applies a simplified approach in calculating
ECLs. Therefore, the Company does not track changes in credit risk, but instead recognises a loss
allowance based on lifetime ECLs at each reporting date. The 12-month ECL is calculated by multiplying
the 12-month PD, LGD, and EAD. Lifetime ECL is calculated on a similar basis for the residual life of the
exposure.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Impairment of financial assets - continued

For debt instruments at fair value through OCI, the Company applies the low credit risk simplification. At
every reporting date, the Company evaluates whether the debt instrument is considered to have low
credit risk using all reasonable and supportable information that is available without undue cost or effort.
In making that evaluation, the Company reassesses the internal credit rating of the debt instrument. In
addition, the Company considers that there has been a significant increase in credit risk when contractual
payments are more than 30 days past due.

It is the Company’s policy to measure ECLs on such instruments on a 12-month basis. However, when
there has been a significant increase in credit risk since origination, the allowance will be based on the
lifetime ECL. The Company uses the ratings from the Good Credit Rating Agency both to determine
whether the debt instrument has significantly increased in credit risk and to estimate ECLs.

Impairment of non-financial assets

The Company assesses at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual impairment testing for an asset is required, the Company
estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or
CGU's fair value less costs of disposal and its value in use. The recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or group of assets. When the carrying amount of an asset or CGU exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs of disposal, recent market transactions are taken
into account. If no such transactions can be identified, an appropriate valuation model is used. These
calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies or
other available fair value indicators.

The Company bases its impairment calculation on most recent budgets and forecast calculations, which
are prepared separately for each of the Company’'s CGUs to which the individual assets are allocated.
These budgets and forecast calculations generally cover a period of five years. A long-term growth rate
is calculated and applied to project future cash flows after the fifth year.

Impairment losses of continuing operations are recognised in the statement of profit or loss in expense
categories consistent with the function of the impaired asset, except for properties previously revalued
with the revaluation taken to OCI. For such properties, the impairment is recognised in OCI up to the
amount of any previous revaluation.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there
is an indication that previously recognised impairment losses no longer exist or have decreased. If such
indication exists, the Company estimates the asset's or CGU's recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in the assumptions used to
determine the asset's recoverable amount since the last impairment loss was recognised. The reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversal is recognised in the statement of profit or loss unless
the asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation increase.
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3.15

3.16
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Impairment of non-financial assets — continued

Goodwill is tested for impairment annually as at 31 December and when circumstances indicate that the
carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of each CGU (or group of
CGUs) to which the goodwill relates. When the recoverable amount of the CGU is less than its carrying
amount, an impairment loss is recognised. Impairment losses relating to goodwill cannot be reversed in
future periods.

inventories

Inventories are stated at the lower of cost and net realisable value and include transport and handling
costs.

Costs incurred in bringing each product to its present location and condition are accounted for, as follows:

- Raw materials: purchase cost on a first-in/first-out basis,

- Finished goods and work in progress: cost of direct materials and labour and a proportion of
manufacturing overheads based on the normal operating capacity, but excluding borrowing
costs.

Initial cost of inventories includes the transfer of gains and losses on qualifying cash flow hedges,
recognised in OCI, in respect of the purchases of raw materials.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs
of completion and the estimated costs necessary to make the sale.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value and comprise
cash at banks and on hand and short-term highly liquid deposits with a maturity of three months or less,
that are readily convertible to a known amount of cash and subject to an insignificant risk of changes in
value,

in the statement of cash flows, cash and cash equivalents consist of cash in hand, deposits held at call
with banks and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities in the
statement of financial position.

Financial guarantee contracts

Financial guarantee contracts issued by the Company are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment
when due in accordance with the terms of a debt instrument. Financial guarantee contracts are recognised
initially as a liability at fair value, adjusted for transaction costs that are directly attributable to the issuance
of the guarantee Subsequently, the liability is measured at the higher of the best estimate of the
expenditure required to settle the present obligation at the reporting date and the amount recognised less
cumulative amortisation. When such guarantees mirror the obligations under the debt instrument the
company determines that the fair value of such guarantees is equal to the obligations under the debt
instrument and no additional liability is recognised.

(VS
2]



ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

3

3.18

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Current and deferred income tax

i. Current income tax

Current income tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that
are enacted or substantially enacted at the reporting date in the country where the Company operates
and generates taxable income.

Current income tax is charged or credited to profit or loss. Current income tax relating to items realized
directly in equity is realized in equity and not in the statement of profit or loss. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations
are subject to interpretation and establishes provisions where appropriate.

The charge for 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.

il, Deferred income tax

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 is measured at the tax rates that are expected to apply to the period when the asset is
realized or the liability is settled, based on tax rates that have been enacted or substantively enacted by
the reporting date.

Deferred tax liabilities are realized for all taxable temporary differences and deferred tax assets are
realized to the extent that it is probable that taxable profits will be available against which the deductible
ternporary differences can be realized.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when 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 where
there is an intention to settle the balances on a net basis.
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3.20

3.21

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Revenue from contracts with customers

Revenue include all revenues from the ordinary business activities of the Company and are recorded
net of value added tax. Revenue is measured based on the censideration specified in a contract and
excludes amounts collected on behalf of third parties. The Company recognises revenue when (or as)
it satisfies a performance obligation by transferring control of a promised good or service to the
customer. Discounts to customers are recognised as a reduction in revenue. They are recognised in
accordance with the provision for goods or services provided that collectability of the consideration is
probable.

Revenue mainly represents income generated from the sale of fuel products. Revenue is recegnised
when control of the goods has transferred, being at the point the customer purchases the fuel products.

The Company considers whether there are other promises in the contract that are separate
performance obligations to which a portion of the transaction price needs to be allocated (e.g..
warranties, customer loyalty points). In determining the transaction price for the sale, the Company
considers the effects of variable consideration, the existence of significant financing components,
noncash consideration, and consideration payable to the customer (if any).

Provisions

Provisions are recognised when the Company has a present 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. WWhen the Company
expects some or all of a provision to be reimbursed, for example, under an insurance contract, the
reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain.
The expense relating to a provision is presented in the statement of profit or loss net of any
reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase
in the provision due to the passage of time is recognised as a finance cost.

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received
and all attached conditions will be complied with. When the grant relates to an expense item, it is
recognised 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 to an asset, it is recognised as income
in equal amounts over the expected useful life of the related asset.

When the Company receives grants of non-monetary assets, the asset and the grant are recorded at
nominal amounts and released to profit or loss over the expected useful life of the asset, based on the
pattern of consumption of the benefits of the underlying asset by equal annual instalments.
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4.1

RISK MANAGEMENT OBJECTIVES AND POLICIES
Financial risk factors

The Company's activities potentially expose it to a variety of financial risks: market risk (including currency
risk, interest rate risk and price risk), credit risk and liquidity risk. The Company's overall risk management
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the
Company's financial performance. The Company's board of directors provides principles for overall risk
management, as well as policies covering risks referred to above (and specific areas such as investment
of excess liquidity). The general hedging guidelines regarding currency and fuel price risks are set by the
Risk Management Committee. This Committee, together with the Finance Department, is responsible for
the implementation of the hedging policies. In order to manage exposures to risks arising from fluctuations
in currency exchange rates and fluctuations in prices on the fuel products, the Company makes use of
derivative financial instruments. These instruments mainly comprise foreign currency forward contracts
together with fuel hedging instruments. The respective derivative transactions are concluded only with
first rate counterparties.

(a) Market risk
(i) Foreign exchange risk

Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities
which are denominated in a currency that is not the respective entity's functional currency. The Company
is exposed to foreign exchange arising from various currency exposures, primarily with respect to the US
Dollar. The Company is in a net payer position from its operating business particularly in view of a
significant portion of purchases of fuel denominated in this currency.

The Company's recognised risk exposures mainly reflecting the carrying amount of receivables and
payables denominated in USD at the end of the reporting periods were as follows (amounts are in EUR
equivalent):

2022 2021

EUR’000 EUR'000

Trade receivables 13,075 39,278
Trade payables (21,716) (29,317)
Gross statement of financial position exposure (8,641) 9,961
Available funds in foreign currency 35,184 999
Net exposure before hedging activity 26,543 10,960
Notional value of hedging derivatives (1,490) 892
Net exposure after hedging activity 25,053 11,852

The above risks are, particularly in respect of exposures to US Dollar, furthermore, mitigated through the
short period of time within which the payables are generally seftled after the end of the reporting period. If
as at 31 December 2022, and up to the date of settlement of these balances, the US Dollar had weakened
or strengthened against the euro by 5% with all other variables held constant, profit or loss would have
been EUR0.04 million (2021: EURD.05 million) higher or lower.

(i)  Interest rate risk

As at 31 December 2022, the Company does not have any financial instruments subject to variable
interest rate except for loans and borrowings (including overdrafts). The effect of a change in interest rate
on these balances is not considered to be material.
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FINANCIAL RISK MANAGEMENT - continued

Financial risk factors - continued
(i) Price risk

In early 2022, the conflict between Russia and Ukraine caused significant volatility and instability within
the energy sector, with prices reaching very high levels, The Company managed to partially offset the
price volatility and surging costs through its hedging arrangements for certain fuels. These measures
provided a level of financial stability amid the market turbulence. However, due to the extreme valatility, it
was challenging to hedge certain other fuels at the desired price levels. Consequently, these fuels
remained exposed to the market's instability, impacting the Company's cost structures and financial
results.

During the financial year ended 31 December 2022, fuel expenses amounted to EUR348.8 million (2021:
EUR137.5 million) as disclosed in Note 19 to the financial statements and accounted for approximately
75.6% (2021: 53.5%) of the total operating expenses of the Company. Fluctuations in fuel and cther fuel
product prices may have a significant effect on the Company's results. Different hedging instruments with
regard to fuel products markets are used to limit the fuel price risk. During the year ended 31 December
2022, these instruments comprised of commaodity swaps and forward currency contracts, As at 31
December 2022, the notional amounts of the hedging derivatives outstanding are disclosed in Note 8
Derivative financial instruments.

Commodity swaps are contractual arrangements under which the Company and counterparty agree to
swap the notional quantity of a commodity at a precetermined price during a set period of time. Such
contracts are typically settled on a net basis by comparing the contracted swap price to the reference
market price applicable during the set period; settlements are affected by either party, usually on a monthly
basis, for an amount equivalent to this difference multiplied by the notiona! quantity of the commodity.

As at 31 December 2022, the Company did not hold any outstanding derivatives hedging fuel
requirements for 2023.

(b) Credit risk

Credit nisk principally arises from cash and cash equivalents and credit exposures to customers, including
outstanding receivables and committed transactions. The Company's exposures to credit risk as at the
end of the reporting periods are analysed as follows:

2022 2021
EUR’000 EUR'000
Loans and receivables category:

Trade and other receivables (Note 10) 42,840 54 484
Cash and cash equivalents (Note 11) 38,331 1,658
81,171 56,142

Financial instruments held for hedging:
Derivative financial instruments (Note 8) - 2,469

The maximum exposure to credit risk at the reporting date in respect of the financial assets mentioned in
Note 3.12 is equivalent to their carrying amount as disclosed in the respective notes to the financial
statements. The Company has no significant past due or impaired financial assets with the exception of
the amounts disclosed below in respect of trade and other receivables. The Company does not have any
significant renegotiated financial asset which would otherwise be past due or impaired and holds no
collateral in respect of exposures relating to trade and other receivables.
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FINANCIAL RISK MANAGEMENT - continued
Financial risk factors — continued

(b) Credit risk - continued

Exposure to credit risk

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis.

Trade and other receivables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each
customer.

Significant concentrations of credit risk are considered to be individual accounts receivable balances
representing more than 5% of total trade and other receivable balances. At the reporting date, there was
an amount receivable from a related entity amounting to EUR1.5 million (2021. EUR18.5 million).

The maximum exposure to credit risk is represented by the carrying amount of each financial asset
in the statement of financial position.

The Company manages credit limits and exposures actively in a practicable manner such that past due
amounts receivable from customers are within controlled parameters. However, the Company's policy is
generally to provide for any receivable balance that is outstanding for over one year. Actions taken to
mitigate the risk of default typically include formally notifying the clients through set policies and the
suspension of fuel supply in certain cases. The credit quality of the Company's trade and other receivables
which are notimpaired or past due reflects the nature of these assets which are principally debts in respect
of transactions with customers for whom there is no recent history of default. Management does not
expect any losses from non-performance by these customers.

The Company's receivables include significant amounts due from related parties that are owned,
controlled, or form part of the Government of Malta. The Company's credit control function monitors
related party exposures at individual entity level on a regular basis and ensures timely performance of
these assets in the context of overall Company liquidity management. The Company assesses the credit
quality of these related parties taking into account financial position, performance and other factors and
management does not expect any losses from non-performance or default.

The ageing of trade receivables and impaired balances at the end of the reporting period was as follows:
31 December 2022 31 December 2021

Gross ECL Gross ECL
EUR’000 EUR’000 EUR'000 EUR'000

Up to 40 days 38,308 - 34,205 -
Within one year 6,531 2,443 30,100 10,407

44,839 2,443 64,305 10,407

As at 31 December 2022, trade receivables amounting to EUR3 million (2021: EUR16.5 million) were
past due but not impaired. Categorisation of receivables as past due is determined by the Company on
the basis of the nature of the credit terms in place and credit arrangements actually utilised in managing
exposures with customers.

3




ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

4,

4.1

FINANCIAL RISK MANAGEMENT - continued
Financial risk factors - continued

(b) Credit risk - continued

Trade and other receivables - continued

The movement in provisions for impairment of trade and other receivables is analysed as follows:

2022 2021

EUR’000 EUR'000

At the beginning of year 10,407 4,615
Increase in impairment provisions (Note 20) (7,964) 5,792
At end of year 2,443 10,407

Cash and cash equivalents
The Company principally banks with financial institutions which have high quality credit standing or rating.
Derivative financial instruments

Credit risk arising from derivative financial instruments lies in the insolvency of the contracting party and
as a consequence, in the amount of the sum, on balance, of positive market values vis-a-vis the respective
derivative counterparties. Foreign exchange derivative transactions are concluded with first rate local
banking institutions only, while fuel derivative contracts are entered into with foreign financial institutions
which have high quality credit standing or rating. The Company's main foreign derivative counterparties
as at the end of the reporting periods have an external good credit rating as determined by major rating
agencies.

(c) Liguidity risk

The Company is exposed to liquidity risk in relation to meeting future obligations associated with trade
and other payables (Note 15). Prudent liquidity risk management includes maintaining sufficient cash and
committed credit lines to ensure the availability of an adequate amount of funding to meet the Company's
obligations. Management monitors liquidity risk by reviewing expected cash flows and ensures that liquid
resources and facilities that are expected to be required over the coming year are in place.
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4.

4.1

4.2

FINANCIAL RISK MANAGEMENT - continued
Financial risk factors - continued
(c) Liquidity risk - continued
The table below presents the cash flows payable by the Company under non-derivative financial liabilities
based on the remaining contractual maturities at the end of the reporting period. The amounts disclosed
in the table are the contractual undiscounted cash flows. Balances due within twelve months equal their
carrying balances, as the impact of discounting is not significant.
Carrying Contractual Within 1-2 2-5 Over 5
amount cash flows oneyear years years years
EUR’000 EUR’000 EUR’000 EUR’000 EUR'000 EUR'000
At 31 December 2022

Trade and other payables

(Note 15) 83,541 83,541 83,541 - - -

Bank overdraft (Note 11) 28,309 28,309 28,309 - - -

Bank borrowings (Note 16) 43,973 48,856 5,688 5,682 14,595 22,991

Lease liabilities (Note 17) 12,411 12,411 (33) (23) (53) 12,520

Derivative financial

instruments (Note 8) 1,490 1,490 1,480 - - -
169,724 174,607 118,995 5,559 14,542 35,511

At 31 December 2021

Trade and other payables

(Note 15) 70,481 70,481 70,481 - - -
Bank overdraft (Note 11) 34,092 34,092 34,092 - - -
Bank borrowings (Note 16) 48,463 53,352 5510 5,510 15,982 26,350
Lease liabilities (Note 17) 12,379 12,379 (32) (34) (64) 12,509
Derivative financial

instruments (Note 8) 1.577 1,57 1577 - - -

166,992 171,881 111,628 5,476 15,918 38,859

Capital risk management

The Company's objectives when managing capital are to safeguard the Company's ability to continue as
a going concern in order to provide returns to the shareholders and benefits for other stakeholders, and
to maintain an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the
capital structure, the Company may adjust the dividend payment, return capital to shareholders or issue
new shares.

The Company monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total borrowings (as shown in the statement of financial position)
less cash and cash equivalents. Total capital is calculated as equity as shown in the statement of financial
position plus net debt.
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4.

4.2

4.3

FINANCIAL RISK MANAGEMENT - continued
Capital risk management — continued

The gearing ratio as at 31 December 2022 was as follows:

2022 2021

EUR’000 EUR'000

Total borrowings (Note 16) 72,282 82,5655
Cash and cash equivalents (Note 11) (38,331) (1,658)
Net debt 33,951 80,897
Total equity (excluding hedging reserve) 96,528 81,383
Total capital 130,480 162,280
Gearing 26.0% 49.9%

The directors are constantly reviewing the adequacy of the capital level in the context of the Company's
operational results, changes in the international business environment and expected reported results on
the basis of management's budgets and forecasts.

Fair values of financial instruments
Fair values of instruments nol carried at fair value

At 31 December 2022, the carrying amounts of cash at bank, trade and other receivables, trade and other
payables and short-term borrowings reflected in the financial statements are reasonable estimates of fair
value in view of the nature of these instruments or the relatively short pericd of time between the origination
of the instruments and their expected realisation.

Fair values estimation in relation fo financial instruments carried at fair vaiue

The Company's financial instruments which are carried at fair value include derivative financial
instruments designated as hedging instruments (Note 8).

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 measurement is based
on the presumption that the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability, or
- In the absence of a principal market, in the most advantagecus market for the asset or liability

The principal or the most advantageous market must be accessible by the Company. 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 economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.
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4.

4.3

FINANCIAL RISK MANAGEMENT - continued
Fair values of financial instruments — continued
Fair values estimation in relation to financial instruments carried at fair value — continued

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

- Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities
- Level 2: Valuation techniques for which the lowest level input that is significant to the fair value

measurement is directly or indirectly observable
- Level 3: Valuation technigues for which the lowest level input that is significant to the fair value

measurement is unobservable

For assets and liabilities that are recognised in the financial statements at fair value on a recurring basis,
the Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant to the fair value measurement
as a whole) at the end of each reporting period.

The Company'’s derivative financial instruments are classified as level 2. The measurement methods are
disclosed in Note 3.10 Fair value measurement.

41

_— =



ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

5.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In preparing the financial statements, the directors are required to make judgements, estimates and
assumptions that affect reported income, expenses, assets, liabilities and disclosure of contingent assets
and liabilities. Use of available information and application of judgment are inherent in the formation of
estimates. Actual results in the future could differ from such estimates and the differences may be material
to the financial statements. These estimates are reviewed on a regular basis and, if a change is needed,
it is accounted for in the year the changes become known.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. These estimates and assumptions
present a risk of causing a2 material adjustment to the carrying amounts of assets and liabilities within the
next financial year. The Company's directors and management also make judgements, apart from those
involving estimations, in the process of applying the entity's accounting policies that may have a significant
effect on the amounts recognised in the financial statements.

Except for the below, in the opinion of the Directors, the accounting estimates, assumptions and
judgements made in the course of preparing these financial statements are not difficult, subjective or
complex to a degree which would warrant their description as significant in terms of the requirements of
IAS 1 (revised) - ‘Presentation of financial statements’.

Estimates and assumptions

The key assumptions concerning 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 amount of
assets and liabilities within the next financial year, are described below.

Impairment testing

The Company tests goodwill annually for impairment or more frequently if there are indications that
goodwill might be impaired. Determining whether the carrying amounts of these assets can be realised
requires an estimation of the recoverable amount of the cash generating units. The value in use
calculation requires the directors to estimate the future cash flows expected to arise from the cash
generating unit and a suitable discount rate in order to calculate present value.

The key assumptions for the value in use calculations are those regarding the discount rates, growth rates
and expected changes to selling prices and direct costs during the period. The directors estimate discount
rates using pre-tax rates that reflect current market assessments of the time value of meney and the risks
specific to the CGUs. The growth rates are based on industry growth forecasts. Changes in selling prices
and direct costs are based on past practices and expectations of future changes in the market.

The assessment of recoverability of the carrying amount of goodwill includes:

o forecasted projected cash flow projections for the next 24 years and projection of terminal value
using the perpetuity method;

e growth rates of 2%; and

e use of 8.2% (pre-tax) (2021: 7.5%) to discount the projected cash flows to net present values.

Based on the above assessment, management expects the carrying amount of goodwill to be recoverable
and there is no impairment in value of the goodwill.
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NOTES TO THE FINANCIAL STATEMENTS - continued i 7
6. PROPERTY, PLANT AND EQUIPMENT E
Buildings and Furniture M
infrastructural Plant and Motor  and office Assets under
improvements machinery vehicles equipment Construction Total
EUR'000 EUR’000 EUR'000 EUR’000 EUR000 EUR’000
Cost
As at 1 January 2021 31,405 20,012 6,928 1,662 55,182 115,189
Additions - 916 87 497 8,660 10,160
Disposals - (32) - (6) - (38)
Transfers 11,164 52,522 = - (63,686) -
As at 1 January 2022 42 569 73,418 7,015 2,153 156 125,311
Additions 339 4,830 118 371 - 5,658
As at 31 December 2022 42,908 78,249 7133 2,521 156 130,967
Depreciation
As at 1 January 2021 3,218 2,672 1,347 638 - 7,875
Depreciation charge 703 2945 699 335 - 4,682
Depreciation released
on disposal - = - = =
As at 1 January 2022 3,921 5,617 2,046 973 - 12,557
Depreciation charge 811 4,704 682 343 - 6,539
As at 31 December 2022 4,732 10,320 2,728 1,316 - 19,096
Net Book Value Y
As at 31 December 2022 38,177 67,929 4,405 1,205 156 111,871
As at 31 December 2021 38,648 67,801 4,969 1,180 156 112,754
The charge for depreciation included in the income statement is as follows:
2022 2021
EUR’000 EUR'000
Cost of sales 615 609
Distribution costs 5,563 3,696 '
Administration expenses 361 377
6,539 4,682 u
|
|
I
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T GOODWILL

Goodwill recognised by the Company was acquired in a business combination during 2014. Goodwill
has an indefinite useful life and is tested for impairment annually.

EUR’000
At 1 January 2021 34,500
Impairment -
At 31 December 2021 34,500
At 1 January 2022 34,500
Impairment (1,200)
At 31 December 2022 33,300

Impairment testing of goodwill

Management assesses goodwill for impairment at the end of every reporting period (Note 5.2),
considering market variables such as oil prices trend, consumer demand, foreign currency rates and
interest rates. The recoverable amount was determined based on estimates of expected future
cashflows, based on EBITDA as identified in the 2023 -~ 2046 business plan approved by the Board of
Directors in December 2022. A pre-tax discount rate of 8.2% (2021: 7.5%) has been applied which
reflects the specific risks relating to all the market segments in which the Company operates.

Management performed its annual impairment test, considering the relationship between the value in
use of the enterprise and its book value, amongst other factors, when reviewing for indicators of
impairment. As at 31 December 2023, the value in use of the enterprise was below the book value of its
equity, indicating an impairment of goodwill.

Key assumptions used in value in use calculations

The calculation of value in use for the enterprise is most sensitive to the following assumptions:
- Projected cashflows
- Discount rates
- Growth rates used to extrapolate cashflows beyond the forecast period.

Projected cashflows — Expected future cashflows are based on EBITDA, being a key factor in projecting
future cash flows as it represents the operational profitability of the Company. Working capital and capital
expenditure are deducted from EBITDA to arrive at free cashflows, which better represent the true
amount of cash expected to be generate by the Company after accounting for the cash outflows needed
to maintain its operations. In determining the financial projections for the Company covering a 24-year
period, management has also considered the time when the demand for petrol and diesel starts to
decrease in line with the expected shift away from combustible engines as EU regulations on CO2
emissions become maore stringent.

Discount rates — The discount rate represents the current market assessment of the risks specific to the
Company, taking into consideration the time value of money and individual risks of the underlying assets
that have not been incorporated in the cash flow estimates. The discount rate calculation is based on
the specific circumstances of the Company and their operating segments and is derived from their
weighted average cost of capital ("WACC"). The WACC takes into account both debt and equity. The
cost of equity is derived from the risk-free rate, the equity risk premium and the size premium for the
industry. The cost of debt is based on the interest-bearing borrowings that the Company is obliged to
service. An increase in the discount rate would result in a further impairment.

Growth rates used to extrapolate cashflows beyond the forecast period — Rates are based on publicly
available industry data. A reduction in the long-term growth would result in a further impairment.
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NOTES TO THE FINANCIAL STATEMENTS - continued
7. GOODWILL - continued
Sensitivity to changes in assumptions

On the basis of the base case discussed above and current market data available to management, an
impairment of goodwill amounting to EUR1.2 million was recognised during the current year (2021: Nil).

Should management's expectations of forecasted EBITDA be reduced by 5%, a further impairment of
EUR14.7 million against goodwill would be required. An increase in WACC by 1% would result in an
impairment against goodwill of EUR14.7 million

8. DERIVATIVE FINANCIAL INSTRUMENTS

The fair values of Company's derivative financial instruments designated as hedging instruments at the
end of the reporting year are as follows:

Fair values
Assets Liabilities
EUR’000 EUR’000
At 31 December 2022
Foreign exchange derivatives
- currency forwards - (1,490)
Total derivative financial assets/(liabilities) - (1,490)
At 31 December 2021
Foreign exchange derivatives
- currency forwards 2,469 -
Fuel price hedging derivatives
- commodity swaps - (1,577)
Total derivative financial assets/(liabilities) 2,469 (1,577)
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NOTES TO THE FINANCIAL STATEMENTS - continued

8.

DERIVATIVE FINANCIAL INSTRUMENTS - continued
Derivatives are designated as cash flow hedges.

The above are included in the statement of financial position under the following classifications:

2022 2021
EUR’000 EUR'000
Derivative financial assets
Current - 2,469
Derivative financial liabilities

Current (1.490) (1,577)

Foreign exchange derivatives

The currency forward contracts outstanding as at 31 December 2022 have a notional value of USDS0
million (2021: USD78 million).

These contracts mature within a period of one to twelve months from the end of the reporting period and
within the same pericd of time the forecast transactions designated as items being hedged by these
contracts are expected to affect the income statement.

Fuel price hedging derivatives
The Company did not have fuel price hedging derivatives contracts outstanding as of 31 December 2022
(2021: USD62.3 million).

Fuel hedging derivative contracts would typically have monthly exercise or settlement dates and upcn
monthly net cash settlements, amounts recognised in equity in respect of these contracts would be
released to inventory/income statement as applicable as the forecast hedged transactions would
simultaneously affect the resulis of the Company.

Risk management strategy of the Company is disclosed in Note 4.1 (a) — Market risk.
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9 INVENTORIES

Petroleum products
Consumable spare parts

There have been no inventory write-offs in the current and prior year.

10. TRADE AND OTHER RECEIVABLES

Trade receivables — third parties (i)
Trade receivables — related parties (i)
Amounts owed by parent company (ii)
Prepayments and accrued income
Other receivables

(i) Trade receivables are non-interest bearing and repayable on 30 to 60-day terms.

Impairment of financial assets — trade receivables

2022 2021
EUR’000 EUR'000
77,243 32,833
424 140
77,667 32,973
2022 2021
EUR’000 EUR’000
38,190 32,508
1,573 18,530
2,633 2,860
1,545 180
444 586

44,385

54,664

The entity applies the simplified model of recognising lifetime expected credit losses for all trade
receivables as these items do not have a significant financing component. In measuring the expected
credit losses, the trade receivables have been assessed on a collective basis as they possess shared
credit risk characteristics. They have been grouped based on the days past due

Trade receivables are stated net of expected credit losses as follows (Note 4.1 (b)):

Trade receivables — third parties
Trade receivables — related parties

An ageing analysis of trade receivables is included in Note 4.1.

2022 2021
EUR’000 EUR'000
833 833
1,610 9,574
2,443

10,407

(ii) Amounts owed by parent company are unsecured, interest-free and have no fixed date of

repayment.
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11. CASH AND CASH EQUIVALENTS

For the purposes of the statement of cash flows, the year-end cash and cash equivalents comprise

the following:
2022 2021
EUR’000 EUR'000
Cash at bank and in hand 38,331 1,658
Bank overdraft (Note 16) (28,309) (34,092)
10,022 (32,434)
12. EQUITY
(a) Issued capital
2022 2021
EUR’000 EUR'000
Authorised and issued:
62 250,000 ordinary shares of EUR1 each 62,250 62,250
(b) Dividends
2022 2021
EUR’000 EUR'000
Final dividend
Gross 2,000 2511
Tax at source at 35% (700) (879)
Net 1,300 1,632

Net dividend per share 0.021 0.026

(c) Retained Earnings

Retained earnings represent the profits generated from the date of incorporation to 31 December
2022.
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13. HEDGING RESERVE
The changes in fair values of hedging instruments qualifying as cash flow hedges are recorded in a
separate category of equity in the hedging reserve. As at 31 December the reserve is made up as shown
below:

Currency Commodity

forwards derivatives Total
EUR’000 EUR’000 EUR’000

At 31 December 2020
Gross amounts of (losses)/gains (3,831) 6,368 2,637
Deferred income taxes 1,341 (2,229) (888)
(2,490) 4,139 1,649

Movement — 31 December 2021

(Losses)/gains from changes in fair value 6,442 34,789 41,231
Deferred income taxes (2,255) (12,178) (14,431)
4,187 22,613 26,800
Transferred to inventories (356) (34,416) (34,772)
Transferred to statement of profit or loss - (8,317) (8.317)
Deferred income taxes 125 14,957 15,082
(231) (27,776) (28,007)

At 31 December 2021
Gross amounts of (losses)/gains 2,255 (1,576) 679
Deferred income taxes (789) 552 (237)
1,466 (1,024) 442

Movement — 31 December 2022

(Losses)/gains from changes in fair value (3,087) 11,021 7,934
Deferred income taxes 1,386 (3,857) (2,471)
(1,701) 7,164 5,463
Transferred to inventories 318 11,132 11,450
Transferred to statement of profit or loss - (7,827) (7,827)
Deferred income taxes (111) (1,157) {1,268)
207 2,148 2,355

At 31 December 2022
Gross amounts of (losses)/gains (1,384) - (1,384)
Deferred income taxes 484 - 484
(900) - (900)

The net fair value gains at 31 December 2022 on commodity contracts which hedge anticipated future
transactions will be transferred from the hedging reserve to inventory when the derivative is settled. Itis
subsequently transferred to the statement of profit or loss when the forecast transactions occur.
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14.

DEFERRED TAXATION

The movement on deferred taxation is as follows:

2022 2021

EUR'000 EUR'000

Opening balance 605 4,608
(Debit)/credit to the income statement (Note 23) (3,713) (4,653)
(Debit)/credit to other comprehensive income 722 650
At end of year (2,385) 605

Deferred taxes are recognised using the liability method on temporary differences and are measured at
the tax rates that are expected to apply to the period when the asset is realised or the liability is settled
based on tax rates (and tax laws) that have been enacted by the end of the reporting period. The
principal tax rate used is 35%.

Deferred income tax assets and liabilities are offset when the taxes concerned relate to the same fiscal
authority. The following amounts are offset in the statement of financial position:

2022 2021

EUR’000 EUR'000

Deferred tax assets 2,101 4196
Deferred tax liabilities (4,486) (3,591)

At end of year (2,385) 605

The directors are confident that any deferred tax liability recognised in the financial statements will be
realised in the foreseeable future through trading operations conducted by the Company. Tax losses
and unabsorbed capital allowances do not expire under Maltese legislation.
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14,

DEFERRED TAXATION - continued

Deferred taxation is composed of deferred tax assets and liabilities which are expected to be recovered
after more than 12 months, except for deferred tax asset on the fair valuation of derivative instruments
amounting to EUR0.48 million (2021: deferred tax liability of EURO0.24million) which are expected to
crystallise within the next 12 months. Deferred tax assets and liabilities and the related movements are
attributable to the following items:

ROU
Trading
(Liabilities)/ asset | esesand LroPerY. -
and capital Plant and Receivables Payables Derivatives Inventory Total
Assets lease pital o quipment
o o allowances
liabilities
EUR’000 EUR'000 EUR’000 EUR000 EUR’000 EUR’000 EUR'000 EUR’000
At 1 January 2022 262 6 (3,126) 3,415 286 (238) - 605
Credit to
statement of other
comprehensive
income - - - - 722 - 722
(Debit)/credit to
income statement 85 - (1,364) (2,358) (75) - - (3,712)
At 31 December
2022 347 6 (4,490) 1,057 211 484 - (2,385)
ROU
asset Trading
P and losses and Property,
(Liabilities)/ lease capital Plantand
Assets liabilities allowances equipment Receivables Payables Derivatives Inventory Total
EUR’'000 EUR'000 EUR’000 EUR'000 EUR’000 EUR'000 EUR'000 EUR’000
At 1 January 2021 136 4,658 (1,353) 2,312 (364) (888) 107 4,608
Credit to
statement of other
comprehensive
income - - - - - 650 - 650
(Debit)/credit to
income statement 126 (4,652) (1,773) 1,103 650 - (107)  (4,653)
At 31 December
2021 262 6 (3,126) 3,415 286 (238) - 605

Deferred tax assets are recognised to the extent that realisation of the related tax benefit through future

taxable profits is probable.
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15. TRADE AND OTHER PAYABLES

2022 2021

EUR'000 EUR'000

Trade payables (j) 44,155 38,828
Amount due to related parties (i) 15,358 15,978
Accruals and deferred income (jii) 24,028 156,675
83,541 70,481

(i)  Trade payables are non-interest bearing and repayable within a 60-day term.

(i)  Amounts due to related parties are unsecured, interest free and repayable on-demand

(i) Accruals and deferred income mainly relate to accruals for fuel purchases not yet invoiced as at year-

end and deferred income arising on sale of heavy gas oil.

16. INTEREST BEARING LOANS AND BORROWINGS

2022 2021

EUR’000 EUR'000

Bank loans 43,973 48,463
Bank overdrafts 28,309 34,092
Total interest-bearing loans and borrowings 72,282 82,655
2022 2021

EUR’000 EUR'000

On demand or within one year 33,049 38,742
Between two and five years 17,771 19,005
After five years 21,462 24,808
Total interest-bearing loans and borrowings 72,282 82,555
2022 2021

EUR’000 EUR'000

Non-current 39,233 43,813
Current 33,049 38,742
Total interest-bearing loans and borrowings 72,282 82,555

The Company has the following facilities:

(i)

(if)

(iif)

Bank loan facilites of EUR38.2 million (2021: EUR41.3 million) bearing interest of 1.75%
(minimum rate) plus 3 months EURIBOR per annum repayable on the term of 15 years from
first drawdown. Such loan facilities are subject to loan covenants which require maintaining a
minimum Debt Service Coverage Ratio (‘DSCR"). According to the covenant conditions, if the
DSCR is not met, the Company must demonstrate its ability to generate sufficient cash to
service its debt obligations, as is the case as at 31 December 2022 (31 December 2021: DSCR
was met).

Bank loan facilities of EURS.7 million (2021: EUR7.1 million) bearing interest of 1.75%
(minimum rate) plus 3 months EURIBOR per annum repayable on the term of 15 years from
first drawdown.

The loan facilities are secured by a general hypothec for EUR75 million and guarantees of
EURS million over all the assets of the Company supported by a special hypothec of EUR75
million over the Company's assets as well as other guarantees provided by third party
companies.
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NOTES TO THE FINANCIAL STATEMENTS - continued

17.

LEASES

Company as lessee

The Company has lease contracts for various property used in its operations. Such leases have lease

terms between 50 and 63 years.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during

the year:
2022 2021
EUR’000 EUR’000
At 1 January 11,630 10,574
Additions - 1,318
Depreciation expense (209) (262)
At 31 December 11,421 11,630
Set out below are the carrying amounts of lease liabilities and the movements during the year:
2022 2021
EUR’000 EUR'000
At 1 January 12,379 10,961
Additions - 1,318
Accretion of interest 371 432
Payments (339) (332)
At 31 December 12,411 12,379
The following are the amounts recognised in profit or loss:
2022 2021
EUR’000 EUR'000
Depreciation expense of right-of-use assets 209 209
Interest expense on lease liabilities 371 432
Expense relating to short-term leases (included with
cost of sales) 988 1,034
Expense relating to leases of low-value assets (included
in administrative expenses) - 29
Total amount recognised in profit or loss 1,568 1,704

The Company had total cash outflows for leases of EUR0.3 million in 2022 (2021: EURO0.3 million). The
Company did not have any additions to right-of-use assets and lease liabilities during 2022 (2021:

EUR1.3million).

The Company's lease contracts do not include extension and termination options.
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NOTES TO THE FINANCIAL STATEMENTS - continued

18.

19.

20.

REVENUE

Revenue is made up of the following:

Distribution of petroleum products
Rental income
Government grant

Distribution of petroleum products fall under IFRS 15 and is recognized at a point in time.

OTHER OPERATING INCOME

Other income

EXPENSES BY NATURE

Cost of sales and administrative expenses
Employee benefit expense (Note 21)
Depreciation of property, plant and equipment
Depreciation of right of use assets
(Decrease) / Increase in expected credit logses
Net purchases of petroleum products
Maintenance and inventory related expenses
Duty on products soid

Rent

Plant Handover Costs

Goodwill impairment

Other expenses

Disclosed as
Cost of sales
Administrative, selling and distribution costs

Total

2022 2021
EUR’000 EUR'000
418,309 275,511
1,232 904
67,824 "
487,365 276,415
2022 2021
EUR’000 EUR'000
M7 1,694

a7 1,694
2022 2021
EUR’000 EUR'000
6,425 6,210
6,538 4,682
209 262
(7,964) 5,792
348,823 137,499
1,143 913
92,909 92,635
988 1,034

600 .
1,200 ’
10,231 7,897
461,102 256,926
446,783 233,556
14,319 23,370
461,102 256,926
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Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

20.

2%

22,

EXPENSES BY NATURE - continued

Auditor's fees

Fees charged by the auditor for services rendered during the year ended 31 December 2022 and 2021

relate to the following:

Annual statutory audit
Other non-audit services

Total

FINANCE COSTS

Interest on bank loans
Interest on right-of-use assets leased
Guarantee fees

EMPLOYEE BENEFIT EXPENSE

Wages and salaries
Social security costs

Amounts recharged by related parties

2022 2021
EUR’000 EUR'000
60 60

25 13

85 73

2022 2021
EUR’000 EUR'000
1,084 826
371 432

17 232

1,472 1,490
2022 2021
EUR’000 EUR'000
6,207 3,926
304 227
6,511 4,153
(86) 2,057
6,425 6,210

The average number of persons employed by the Company during the year amounted to 178 (2021:

===

155).
2022 2021
No. No.
Administration 36 31
Operations 142 124
178 155
Directors' remuneration is disclosed in Note 24.
55
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ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

23.

24.

INCOME TAX EXPENSE/(CREDIT)

Current tax expense
Deferred tax expense/(credit) (Note 14)

Income tax expense/(credit)

2022 2021
EUR’000 EUR'000
6,041 2,780
3,713 4,653

9,754

7,433

The tax impacts, which are entirely atiributable to deferred taxation, relating to components of other

comprehensive income and accordingly presented directly in equity are as follows:

Cash flow hedges

Cash flow hedges

2022
Before Tax Net of
tax credit tax
EUR’000 EUR’000 EUR’000
(1,384) 4384 (900)
2021
Before Tax Net of
tax credit tax
EUR'000 EUR'000 EUR’000
680 442

(238)

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the

basic tax rate as follows:

Profit before tax

Tax on profit at 35%

Tax effect of:

Income taxed at other tax rates
Expenses not deductible for tax purposes
Other differences

Income tax expense/(credit)

DIRECTORS' EMOLUMENTS

Salaries and other emoluments

2022 2021
EUR’000 EUR'000
26,199 20,614
9,170 7,215
(180) (138)
740 266
24 90
9,754 7,433
2022 2021
EUR'000 EUR'000
46
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NOTES TO THE FINANCIAL STATEMENTS - continued

25. GOVERNMENT GRANTS

2022
EUR’000
At 1 January .
Received during the year 111,000
Released fo the statement of profit ot loss (67,824)
At 31 December 43,176
Current 43,176
Non-Current -
43,176

As explained in Note 2.1, in early 2022, the conflict between Russia and Ukraine caused significant
volatility and instability within the energy sector, with prices reaching very high levels. This cost
escalation would have led the Company to increase its fuel selling prices to ensure the continuity of its
operations in a feasible and economically viable manner.

To shield the Maltese industry and the general public from a drastic rise in the price of fuel, the
Government opted to subsidise the energy utilities, which also covers the motor fuels traded by the
Company through a Government Grant. Such Grant absorbs the additional rise in fuel costs, thereby
safeguarding the Company’s operational sustainability. The government has opted for this mechanism
which has been designed to counterbaiance the surge in fuel costs without passing the burden onto the
industry and the general public, by ensuring that the market fuel prices remained at the same levels.

During 2022, the Company received EUR111million in Government Grant for the purpose of retaining
adequate liquidity, out of which, EUR67.8million were taken to profit or loss during the current year based
on the grant mechanism explained above.

There are no unfulfilled conditions or contingencies attached to these grants.
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NOTES TO THE FINANCIAL STATEMENTS - continued
26. CASH FROM OPERATIONS

Reconciliation of profit before tax to cash from operations:

2022 2021
EUR’000 EUR'000

Profit before tax 26,199 20614
Adjustments for:

Depreciation on property, plant and equipment (Note 6) 6,502 4,682

Depreciation on ROU assets (Note 17) 209 262

Provision for impairment of trade and other receivables (7,264) 5792

Goodwill impairment 1,200 -

Finance costs 1,472 1,490
Change in working capital:

Inventories (44,376) 747

Trade and other receivables 18,243 (19.483)

Trade and other payables 13,061 4 355

Government Grant 43,176 -

Cash from cperations 57,722 18,459

27. COMMITMENTS
Capital commitments

At the year end, the Company had the following capital commitments in respect of property, plant and
equipment which were contracted but not yet incurred amounting to EUR13.6 million (2021: EUR17.3
million).

28. CONTINGENCIES
Guarantees

As at 31 December 2022, letters of credit amounting to EUR4.1 million (20271 EUR4.1 million) were
issued by the Company’s bankers in favour of related parties.

29. RELATED PARTY TRANSACTIONS

The Company’s immediate parent is Petromal Company Limited which is a Company registered in Malta
with registration number C65288 and registered address LAP121, Luga Aviation Park, Aviation Avenue,
Luga. Malta. The results of the Company are consolidated with the results of Petromal Company
Limited. The Company is ultimately owned and controlled by the Government of Malta. Therefore, the
Company considers that, for the purpose of IAS 24 (revised), the Government and Government-related
entities are related parties for the purpose of the disclosures required by 1AS 24.

L
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NOTES TO THE FINANCIAL STATEMENTS - continued

29.

RELATED PARTY TRANSACTIONS - continued

The compensation payable to key management personnel amounted to EURS504,079 (2021:
EUR316,178).

During the year, the Company had the following transactions with Government and Government-related
entities:

2022 2021

EUR’000 EUR'000

Revenue 35,184 11,090
Cost of sales (92,909) (92,635)
Administrative expenses (218) (2,284)

Dividends 1,300 1,632

Significant balances with Government and Government-related entities for the Company as at the end
of the reporting periods are disclosed as follows:

Notes 10 and 15 include details of trade receivables and trade payables held with related parties. As
disclosed in note 28, letters of credit amounting to EUR4.1 million (2021: EUR4.1 million) were issued by
the Company's bankers in favour of related parties.




ENEMED CO. LTD.
Annual report and financial statements for the year ended 31 December 2022

NOTES TO THE FINANCIAL STATEMENTS - continued

30.

SUBSEQUENT EVENTS

Government Grants

As disclosed in Note 2.1, the Company has been in receipt of Government Grants throughout 2023,
calculated on the Grant mechanism explained in Note 25. Due to persisting price instability within the
energy sector throughout 2023, in the November 2023 budget speech, the government reaffirmed its
commitment to supporting the energy sector through subsiding energy utilities during 2024, which also
covers the motor fuels traded by the Company, with the aim of shielding the Maltese market from an
increase in fuel prices.
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