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Reference 77/2020

In Terms of Listing Rules 5.16.4/5.16.21
QUOTE

The Board of Directors of the Company approved the financial statements for the period ended 31
December 2019 and resolved that they be submitted for the approval of the shareholders at the
forthcoming Annual General Meeting (the “AGM”), which is scheduled for 6 May 2020.

Shareholders on the Company’s share register at the Central Securities Depository of the Malta Stock
Exchange at close of business on 6 April 2020 will receive notice of the AGM, together with a copy of the
Annual Report and Financial Statements for the year ended 31 December 2019.

The Directors resolved to recommend to the AGM the approval of a final gross dividend of €5,183,782 or
€0.0350 per share, equating to a final net dividend of €4,015,209 or € 0.02711 per share. The final dividend
consists of:

0 an interim dividend which has already been paid and which was declared by the directors on 7
August 2019 amounting to €1,955,026 or € 0.0132 per share (net dividend of €1,270,767 or €
0.00858 per share); and

(ii) an additional gross dividend of €3,228,756 or €0.0218 per share (net dividend of €2,744,442 or
€0.01853 per share) which has been recommended by the directors (the “Additional
Dividend”).

If approved, the Additional Dividend will be paid on 12 May 2020 to those shareholders included in the
shareholders register of the Company as at 6 April 2020.

The audited financial statements are attached herewith and are also available for viewing on the
Company’s website at http://www.malitainvestments.com/financial-statements/financial-statements-
2019

UNQUOTE

Si

onald Vella

Company Secretary
Company Registration No. C53047


http://www.malitainvestments.com/financial-statements/financial-statements-2019
http://www.malitainvestments.com/financial-statements/financial-statements-2019

MALITA INVESTMENTS P.L.C.

Annual Report and Financial Statements
31 December 2019

Company Registration Number: G 53047



MALITA INVESTMENTS P.L.C.

Annual Report and Statutory Financial Statements - 31 December 2019

Directors’ report

Corporate governance statement
Remuneration statement
Remuneration policy for directors
Independent auditor's report
Statement of financial position
Statement of comprehensive income
Statement of changes in equity
Statement of cash flows

MNotes 1o the financial statements

13- 14

15-16

17-25

26 - 27

28

29

30

31-56




MALITA INVESTMENTS P.L.C.
Annual Report and Statutory Financial Statements - 31 December 2019

Directors’ report

The Directors present their ninth annual report together with the audited financial statements for the year
ended 31 December 2019.

Principal activities

The Company's principal activities include the financing, acquisition, development, management and
operation of immovable property, in particular, projects of national andfor strategic importance, and the
investment in local stocks and shares.

Beview of the business

The Company continued to receive ground rents from the MIA and VCF in respect of properties on which
Malita owns the dominium directum. The ground rent receivable from VCP is partly dependent on the
revenues deriving to VCP from the letting of buildings and facilities, and other activities including passenger
and cruise liner operations. For the period under review, Malita is due to receive an additional rent of
€164,810 since the percentage revenue arising from other activities was higher than the set minimum
annual ground rent due to Malita.

In addition, the Company receives lease income in respect of the Open Air Theatre and the Parliament
Building in City Gate, Valletta. Lease income for the Parliament Building started in the 2019 as the
completion certificate was issued in January of the same year. Before the issue of the completion certificate
the Company received income in the form of penalties. Moreover, the Company is receiving additional rent
in relation to a number of improvements to the Parliament Building.

As set out in Note 6, the result for the period includes a positive movement in the fair vaiue of the MIA and
VCP propetties of £€23,674,000 {2018: £4,860,000) and €10,989,700 (2018: €2,801,000) in the fair value of
the Parliament Building and Open Air Theatre which results from the continued downward movement of
interest rates and changes in the contractual cash flows owing to the passage of time. This surplus is non-
distributable and has consequently been fransferred to a non-distributable reserve.

On 28 June 2017, the Company entered into two credit facility agreements with the European Investment
Bank {EIB} and the Council of Europe Development Bank (CEB) for a 25-year term amounting to
€53,700,000 to finance the construction of a number of affordable housing units in Malta. Pursuant to this
agreement, on 29 December 2017 the Company entered into an emphyteutical deed for 28 years with the
Housing Authority to acquire sixteen (16) property sites in a number of locations across Malta to be used
by the Company for the purposes of developing the affordable housing units.

in September 2018, the Company entered info sixteen (16) availability agreements with Government
whereby the Company will make available sixteen (16) property sites in a number of locations across Malta
for a period of 25 years once compiete. The number of units that will be made available amounts to 717.
During such period the Company will lease the residential units on these development sites for affordable
housing purposes.

The excavation of all the property sites has been substantially completed in 2019. During 2019 the Company
isstied further invitations to tender for the construction and mechanical and electrical works of these units.
Tenders for the construction of fourteen property sites have been issued so far, out of which eleven have
been awarded and construction works on these sites are well underway. Tenders for mechanical and
electrical works of four property sites have also been awarded. Invitations to tender will continue 1o be
issued in respect of construction, mechanical and electrical works and finishes for the remaining sites. The
capitalised cost to date on this development amounts to €9,818,225 and is reflected in these financial
statements.
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Directors’ report - continued

Review of the business - continued

During the year, the Company has continued to explore other possible new projects. One of these projects
is being classified under Other assets and details on the costs incurred on this project are set out in Note
11 to the financial statements.

Result and dividends

The statement of comprehensive income is set out on page 25.

An interim gross dividend of €1,955,026 or €0.0132 per share resulting in an interim net dividend of
€1,270,767 or €0.00858 per share was paid on 6 September 2019.

The Directors recommend the payment of a final gross dividend of €3,228,756 or €0.0218 per share
{December 2018: €3,228,756 or €0.0218 per share}, equating to a final net dividend of €2,744,442 or
€0.01853 per share (December 2018: €2,098,691 or €0.01417 per share).

Directors

The Directors of the Gompany who held office during the year were:

Kenneth Farrugia {Chairman - appointed on incorporation)
Ray Sladden {appointed on 9 April 2014)

Paul Mercieca {appointed on 9 April 2014)

Robert Suban (appointed on 9 April 2014)

Eric Schembri (appointed on 1 August 2014)

The Company’s Articles of Association require Directors to refire after three years in office, but they are
eligible for re-appointment.

Staiement of Directors’ responsibilities for the financial statements

The Directors are required by the Companies Act, 1995 to prepare financial statements which give a true
and fair view of the state of affairs of the Company as at the end of each reporting period and of the profit
or loss for that period.

in preparing the financial statements, the Directors are responsible for the following matiers:

¢ ensuring that the financial statements have been drawn up in accordance with International Financial
Reporting Standards as adopted by the EU;

o selecting and applying appropriate accounting policies;

« making accounting estimates that are reasonable in the circumstances;

¢ ensuring that the financial statements are prepared on the going concern basis unless it is inappropriate
to presume that the Company will continue in business as a going concern.

The Directors are also responsible for designing, implementing and maintaining internal controis as the
Directors determine is necessary to enable the preparation of financial statements that are free from
material misstatements, whether due to fraud or error, and that comply with the Companies Act, 1995. They
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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Directors’ report - continued
Statement of Directors’ responsibilities for the financial statements - continued

The financial staiements of Malita Investments p.l.c. for the year ended 31 December 2019 are included in
the Annual Report and Statutory Financial Statements — 31 December 2019, which is published in hard-
copy printed form and is available on the Company’'s website. The Directors are responsible for the
maintenance and integrity of the Annual Report on the website in view of their responsibility for the controls
and the security of the website. Access to information published on the Company’s website is available in
other countries and jurisdictions, where legislation governing the preparation and dissemination of financial
statements may differ from requirements or practice in Malta.

Going concern

After making enquiries, the Directors, at the time of approving the financial statements, have determined
that there is reasonable expectation that the Company has adequate resources 1o continue operating for
the foreseeable future. For this reason, the Directors have adopted the going concern basis in preparing
ihe financial statements.

Financial key performance indicators
The Company is focused on its financial performance. The Directors monitor the health and progress of the
business and apart from profitability, use a range of financial measures which collectively form an integral

part of building value for the shareholders on a consistent basis and over the long term.

Key Performance Indicators (KPIs) used in managing the Company’s business include:

2019 2018
Working capital ratio 0.1:1 0.1:1
Net revenues €7,927,807 €7,503,343
Debt to assels ratio 32.2% 32.5%
Debt to equity ratio 47.4% 48.2%
Interest coverage 25.3 times 10.6 times

As per the previous financial statements, the Company has a low working capital ratio. The current year's
working capital ratio is in line with the previous year. in 2019 the Company has a positive bank balance
compared {0 an overdrawn bank balance in the previous year owing to short term financing obtained for the
Affordable Housing project. Such financing has consequently increased the total current liabilities for 2019.
Capital expenditure for the Affordable Mousing project continued in the year under review. Once such
project capital expenditure is settied through the loan disbursements as exptained in Note 1.1 the resultant
working capital ratio would be 0.63:1.

Non-financial key performance indicators
Environmental and social risks
In addition to strengthening governance and controls, the Company seeks to provide value to society. The

Directors believe that being economically successful is important to generate value to stakeholders, whilst
also considering the environmental and social impact of the actions, to support a sustainable future.
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Directors’ report - continued
Financial risk management and exposures

For the risk management and exposures refer to Note 2 - Financial risk management that details the key
risk factors including market risk, credit risk and liquidity risk and the Company's approach towards
managing these risks.

Information pursuant to Listing Rule 5.64

Share capital information of the Company is disclosed in Note 12 to the financial statements. The issued
share capitat of the Company is split into two classes of shares. The Ordinary A Shares and Ordinary B
Shares rank pari passu for all intents and purposes of law.

No person may, whether directly or indirectly, and in any manner whatsoever, acquire or hold a beneficial
interest in the Ordinary A and Ordinary B shares in excess of five per cent (5%) of the total issued share
capital of the Company having voting rights. This clause does not apply to shares held by:

« the Government of Maita;

¢ an underwriter or sub-underwriter under the provisions of an underwriting or sub-underwriting agreement;

¢ custodians in their custodian capacity provided such custodians can only exercise the voting rights
aftached to such shares under instructions given in writing or by electronic means by the beneficial
owner/s.

The Government of Malta, whether directly or indirectly (through an entity or body corporate wholly owned
and controlied by the Government of Malta), shall, for a period of 25 years commencing from the date of
incorporation of the Company, hold at least seventy per cent (70%) of the issued share capital of the
Company.

Any transfer of shares by the Government of Malta or any issuance of shares by the Company which has
the effect of reducing the holding or otherwise diluting the holding of the Government of Malta, shall be null
and void.

The riles governing the appointment or efection of Directors are contained in Article 54.1 and Article 61.2
of the Company’s Articles of Association. An extraordinary resolution approved by the shareholders in the
general meeting is required to amend the Aricles of Association.

The powers of Directors are outlined in Articles 70 o 77 of the Company’s Articles of Association.

Pursuant to Listing Rules 5.64.5, 5.64.6, 5.64.7, 5.64.10, 5.64.11 it is hereby declared that, as at 31
December 2019, none of the requirements apply to the Company.

Statement of responsibility pursuant to Listing Rule 5.68

The Directors confirm that, to the best of their knowledge:

e the financial statements give a true and fair view of the financial position of the Company as at 31
December 2019, and of the financial performance and the cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the EU; and

e the annual report includes a fair review of the development and performance of the business and the
position of the Company, together with a description of the principal risks and uncertainties that the
Company may face.
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Directors’ report - continued

Auditors

PricewaterhouseCoopers have indicated their willingness to continue in office and a resolution for their re-
appointment will be proposed at the Annual General Meeting (AGM).

On behalf of the board
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Kenneth Farrugia Paul Mercieca
Qhairman Director

Registered office:
Clock Tower
Level 1

Tigne™ Point
Sliema

Malta

11 March 2020
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Corporate Governance Statement

Introduction

Pursuant to the Listing Rules issued by the Malta Financial Services Authority (MFSA), Malita Investments
p.l.c. whose equity securities are listed on a regulated market endeavours to adapt the Code of Principles
of Good Corporate Governance contained in Appendix 5.1 to Chapter 5 of the Listing Rules ({the “"Code"}).
In terms of Listing Rule 5.94, the Company hereby reports on the extent of its adoption of the principles of
the Code for the financial year being reported upon.

The Code does not dictate or prescribe mandatory rules but recommends principies of good practice.
However, the Directors strongly believe that such practices are generally in the best interests of the
Company and its shareholders. Compliance with the Principles of Good Corporate Governance is not only
expected by investors but also evidences the Directors’ and the Company’s commitment o a high standard
of governance.

The Board of Directors (the “Board”) has carried out a review of the Company’s compliance with the Code
for the financial year under review, and hereby provides its report thereon.

General

The Company’s governance principally lies in its Board which is responsible for the overall setting of the
Company's policies and business strategies. The Company’s principal activity is the financing, acquisition,
development and management of immovable property, the leveraging of revenue sireams arising therefrom
and the reinvestment of undistributed profits in national and/or strategic real estate projects as well as in
commercial property opportunities.

The Directors are of the view that it has employed structures which are most suitable for the size, nature
and operations of the Company. Accordingly, in general, the Directors believe that the Company has
adopted appropriate structures to achieve an adequate level of good corporate governance, together with
an adequate system of controls in line with the Company’s requirements.

This Corporate Governance Statement (the “Statement”) sets out the structures and processes in place
within the Company and how these effectively achieve the goals set out in the Code. For this purpose, this
Statement makes reference to the pertinent principles of the Code and then sets out the manner in which
the Directors believe that these have been adhered to. Where the Company has not complied with any of
the principles of the Code, this Statement gives an expianation for non-compliance.

For the avoidance of doubt, reference in this Statement to compliance with the principles of the Code means
compliance with the Code’s main principles and the Code provisions.

Compliance
Principle 1: The Beard

Throughout the year under review, the Board has provided the necessary leadership in the overall direction
of the Company and the administration of its resources fo enhance the prosperity of the business over time,
and therefore the value of the shareholders’ investment. The Board is currently composed of five non-
executive Directors (one of whom is the Chairman}. The Directors, individually and collectively, are of the
appropriate calibre, with the necessary skills and experience to contribute effectively to the decision-making
process. The Directors have determined the Company’s strategic aims and organisational structure and
always ensure that the Company has the appropriate mix of financial and human resources to meet its
objectives.
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Corporate Governance Statement - continued
Principle 1: The Board - continued

The process of appointment of Directors is transparent and it is conducted during the Company’s AGM
where all the shareholders of the Company are entitled to participate in the voting process to elect the Board
Directors. Furthermore, in terms of the Company’s Memorandum and Articles of Association, a Director is
prohibited from voting on any contract or arrangement or any other proposal in which he has a material
interest.

Principle 2: Chairman and Chief Executive

The Company has adopted clear division of responsibilities between the Chairman and the Chief Financial
Officer. The Chairman is responsible to lead the board and set its agenda, ensures that the Board achieves
its full potential by giving precise, timely and objective information in order for them to make informed
decisions and effectively monitor the performance of the Company. The Chairman also ensures effective
communication with shareholders and involves all Board members in discussions of Company matters. On
the other hand, the day-to-day management of the Company is vested with the Chief Financial Officer who
reports to the Board of Directors.

Principle 3: Composition of the Beoard

The Board is composed of five non-executive Directors. The members of the Board for the year under
review were Mr Kenneth Farrugia, Chairman, Mr Ray Sladden, Dr Robert Suban, Mr Paul Mercieca and Mr
Eric Schembri. Pursuant to generally accepted practices, as well as the Company’s Articles of Association,
the appointment of Directors to the Board is reserved exclusively to the Company’s shareholders, except in
so far as an appointment is made to filt a vacancy on the Board, and which appointment would expire af the
Company's subsequent AGM.

Unless they resign or are removed, Directors shall hold office up until the end of the subsequent AGM
following their appointment. Directors whose term of office expires or who resign or are removed are eligible
for re-appointment. Al Directors shall retire from office at least once every thres (3) years, but shall be
eligible for re-election.

The Board usually meets on a bi-monthly basis or as may be determined by the Board and in general the
meetings usually focus on strategy, operational and financial performance and the consideration of
investment opportunities wherein the Board decides on the nature, direction and framework of the activities
of the Company.

For the purposes of Code Provision 3.2, the Board considers each of the non-executive Directors as
independent within the meaning of the Code, notwithstanding the relationship disclosed hereunder,

(i) Kenneth Farrugia - is the Chief Business Development Officer of Bank of Valletta p.l.c. with whom the
the Company has banking facilities
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Corporate Governance Statement - continued
Principle 3: Composition of the Board - continued

None of the non-executive Directors:

{a) are or have been employed in any capacity by the Company;

{b) have, or had within the last three years, a significant business relationship with the Company;

{c) have received or receive significant additional remuneration from the Company;

{d) have close family ties with any of the executive members of the Board;

{e) have served on the board for more than twelve consecutive years; of

{f) have been within the last three years an engagement pariner or a member of the audit team of the
present or past external auditors of the Company.

Principle 4: The Responsibilities of the Board

In terms of Principle four, it is the Board's responsibility to ensure a system of accountability, monitoring,
strategy formulation and policy development. The Board regularly reviews and evaluates major cperational
and financial plans, risk policy, performance objectives and monitor implementation and corporate
performance within the parameters of all relevant laws, regulations and codes of best business practice.
The Board delegates specific responsibilities to various Board Committees including the Audit Committee,
the Remuneration and Nominations Committee and the Investment Committee.

Board Commiitees
Audit Commiitee

The Audit Committee for the year under review was composed of Paul Mercieca, Eric Schembri, and Robert
Suban. Paul Mercieca, the Chairman of the Audit Committee, is an independent member of the Commitiee
and is competent in accounting andfor auditing in view of his professional knowledge as a warranted
accountant. The Audit Committee’s primary objective is to assist the Board in dealing with issues of risk,
control and governance; and in reviewing the Company's reporting processes, financial policies and internal
control structure. The Audit Committee also oversees the conduct of the external audit and facilitates
communication between the Company’s Board, management and external auditors. The Board has set
formal terms of reference of the Audit Committee that establish its composition, role and function, the
parameters of its remit as well as the basis for the processes that it is required to comply with. The Audit
Committee is a sub-committee of the Board.

Investment Commitiece

The Company has set up an Investment Committee where the primary purpose is to determine what
investments the Company should undertake within the investment policies parameters as determined from
the Board, giving due consideration to the Company's funding requirements as these may vary from time
to time. The Investment Committee is currently chaired by Robert Suban and includes Ray Sladden as a
member.

The investment Committee is also responsible for considering proposed ethical positions with respect to
appropriate projects and investments. It oversees the management of the Company’s investments in
accordance with such policies and reviews, where necessary, the Company’s investment policies.

In exercising its functions, the Investment Commitiee is required to ensure that any investment proposed to

the Board of Directors does not materially and negatively disrupt the dividend policy adopted by the Board
from time to time.
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Corporate Governance Statement - continued
Principte 4: The Responsibilities of the Board - continued
Board committees - continued

Remuneration and Nominalions Committee

The Remuneration and Nominations Committee is dealt with under the Remuneration Statement in terms
of Code Provisions 8.A.3 and 8.A.4.

Principle 5: Board Meetings

The Board believes that it complies fully with the requirements of this Principle and the relative Code
Provisions. Directors receive Board and Commitiee papers in advance of meetings and have access to the
advice and services of the Company Secretary. After each Board meeting and before meetings, minutes
that faithiully record attendance and decisions are prepared and circulated to all Directors as soon as
practicable. The Directors are aware of their responsibility to always act in the best interests of the Company
and its shareholders as a whole, irrespective of whoever appointed or elected them to serve on the Board.

During the financial year under review, the Board held seven meetings.
The following is the attendance at Board meetings of each of the Directors:

Kenneth Farrugia (Chairman - appointed on incorporation)
Ray Sladden {appointed on 9 April 2014)

Paul Mercieca {appointed on 9 April 2014)

Eric Schembri {appointed on 1 August 2014)

Robert Suban {appointed on 9 April 2014)

SN JEN NN

Principle 6: Information and Professional development

The Board is responsible for the appointment of senior management and ensures that there is adequate
training in the Company for Directors, management and employees as may be necessitated from time to
time. The Board also ensures that all Directors are supplied with precise, timely and clear information so
that they can effectively contribute to board decisions. The Directors receive monthly management accounts
on the Company’s financial performance and position.

Principle 7: Evaluation of the Board’s performance

Over the year under review it is the Board's opinion that all members of the Board, individually and
collectively, have contributed in line with the required levels of diligence and skill. In addition, the Board
believes that its current composition endows the Board with a cross-section of skills and experience and
achieves the appropriate batance required for it to function effectively. In view of the size and nature of the
Company, it was not considered necessary o carry out a formal evaluation of the Board’s performance.

Principie 8: Committees

The Remuneration and Nominations Committee is dealt with under the Remuneration Statement in terms
of Code Provisions 8.A.3 and 8.A.4.
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