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The Directors

CF Estates Finance p.l.c.

CF Business Centre,

Level 1, Trig Gort, Paceville,
San Giljan, STJ 9023,

Malta

17 June 2024

Re: Financial Analysis Summary ~ 2024
Dear Board Members,

In accordance with your instructions, and in line with the requirements of the MFSA Listing Policies, we have compiled the Financial
Analysis Summary (the “Analysis”) set out on the following pages and which is being forwarded to you together with this letter.

The purpose of the financial analysis is that of summarising key financial data appertaining to CF Estates Finance p.l.c. (the “Issuer”)
and CF Estates Ltd. (the “Guarantor”), being the parent company of the group as explained in part 1 of the Analysis. The data is
derived from various sources, including the prospectus dated 28 November 2022 (the “Prospectus”), or is based on our own
computations as follows:

(a) Historical financial data for the year ended 31 December 2021 has been extracted from the Issuer’s pro-forma
consolidated financial statements, and the historical financial data for the years ended 31 December 2022 and 31
December 2023 has been extracted from the audited financial statements of the Issuer for the two years in question.

(b) The forecast data for the financial year ending 31 December 2024 has been provided by management.
(c) Ourcommentary on the Issuer’s results and financial position is based on the explanations provided by management.
(d) The ratios quoted have been computed by us applying the definitions set out in Part 4 of the Analysis.

(e} The principal relevant market players listed in Part 3 of the document have been identified by management. Relevant
financial data in respect of competitors has been extracted from public sources such as the web sites of the companies
concerned or financial statements filed with the Registrar of Companies or websites providing financial data.

The Analysis is meant to assist investors in the Issuer’s securities and potential investors by summarising the more important
financial data of the Group. The Analysis does not contain all data that is relevant to investors or potential investars. The Analysis
does not constitute an endorsement by our firm of any securities of the Issuer and should not be interpreted as a recommendation
to invest in any of the Issuer’s securities. We shall not accept any liability for any loss or damage arising out of the use of the
Analysis. As with all investments, potential investors are encouraged to seek professional advice before investing in the Issuer’s
securities.

Yours sincerely,

Patrick Mangion
Head of Capital Markets

Calamatta Cuschieri Investment Services Limited | Ewropa Business Centre, Trig Dun Karm, Birkirkara BKR 9034, Malta | P.O. Box 141, Marsa MRS 1000, Malta
Phone: (+356) 25 638 688 | Web: www.cc.com.mt | Email: info@cc.com.mt

Calamatta Cuschieri Investment Services Limited is a founding member of the Malta Stock Exchange and is licensed to conduct investment services by the Malta Financial Services
Authority.
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Part 1 - Information about the Group

1.1. Issuer's Key Activities and Structure
The Group structure is as follows:

P ® @®

Joseph Portelli Clifton Cassar Duncan Micallef Francls Agius Stephen Falzon

30% 17.6% 17.5% 17.5% 17.5%
Y
CF Estates Ltd.
C 102632
Guarantor.
100% 100% 100% ) 100%
CF Business Centre Ltd. Mistral Hotel Ltd Ratcon Ltd Finish Furnish Limlted
C 95327 C 88387 91834 C 76264
100% 100% 99.99% ’ 100% 100%
CF Homes Ltd. CF Hotels Ltd. cF Es‘ta?ig'z’g;"e ple. CF Leisure Ltd. CF Contracting Ltd.
C 96073 C 97986 lssuer C 104594 C96370

CF Estates Finance p.l.c. {the “Issuer”} was incorporated on
26 July 2022 with company registration number C 102839,
As at the date of this Analysis, the Issuer has an authorised
share capital of €250,000 divided into 250,000 ordinary
shares of €1 each and an issued share capital of €250,000
divided into 250,000 ordinary shares of £1 each, all fully paid
up. The lssuer is, except for one ordinary B share that is held
by Mr loseph Portelli, a fully owned subsidiary company of
CF Estates Ltd.

CF Estates Ltd. was incorporated on 30 June 2022 with
company registration number C 102632, It was incorporated
to act as both the holding and parent company of the CF
Group (the “Group”). The Group is owned directly by Joseph
Portelli, Francis Agius, Stephen Falzon, Duncan Micallef and
Clifton Cassar {the “Shareholders”). The Group operates,
through its subsidiaries, a range of businesses including
hotels, a business centre, residential developments, other
commercial cutlets and a tile, bathroom and furniture
outlet.

Prior to a group restructuring exercise, the Shareholders
operated through different companies. Stephen Falzon,
Duncan Micallef and Francis Agius developed residential
projects through “SDF Limited”, a company incorporated on
6 February 2013 with company registration number C 58236,
Along with Joseph Portelli, they also developed residential
projects through 7 Bwarfs Ltd, a company incorporated on
19 February 2020 with company registration number C
94667. “Finish Furnish Limited”, which operates the Casafini
showroom in Balzan, was incorporated on 4 July 2016 with
company registration number C 76264, was founded by
Stephen Falzon, Duncan Micallef, Francis Agius and Joseph
Portelli through FMG Global Holdings Ltd {C 57834).

loseph Portelli, Duncan Micallef and Clifton Cassar also
developed residential projects through IDC Projects Limited
{C 88087) and JDC Contracting Limited (C 92792), which were
incorporated on 3 September 2018 and 5 August 2019,
respectively, They also acquired and developed three hotels
and a business centre (the “CF Business Centre”). The
aforementioned three hotels are the Mistral Hotel {through
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“Mistral Hotel Ltd”), the Scirocco Hotel and Levante Hotel
{through “Ratcon Ltd”}. The business centre is owned
through “CF Business Centre Ltd.” (previously Haven Centre
Limited).

In 2020, the Shareholders hegan discussions on merging
their aforementioned businesses to create synergies which
would facilitate further growth In their future operations.
The companies Involved in the merger were CF Business
Centre Ltd, Mistral Hotel Ltd, Ratcon Ltd and Finish Furnish
Limited. The Shareholders agreed that any developments
which were still in progress would be completed by the
corresponding  entities, following which  all new
developments would be done through “CF Homes Ltd.”
(previously CF Developers Ltd.} and “CF Contracting Ltd.”,
both incorporated in 2020, The Shareholders had proposed
incorporating a new holding company to be owned 30% by
Joseph Portelli and 17.5% each by Francis Agius, Duncan
Micallef, Stephen Falzon and Clifton Cassar. This resulted in
the incorporation of CF Estates Ltd. in June 2022,

Management explainad that, in most cases, the acquisition
of the land and construction of the development up to shell
form is carried out by CF Homes Ltd. whilst CF Contracting
Ltd. is appointed to finish the common areas and apertures.
CF Contracting Ltd. may also be appointed to finish and
furnish the apartments if requested by the client.
Furthermore, “CF Hotels Ltd” was incorporated on 26
January 2021 with company registration number C 97986
and is a direct subsidiary of the Guarantor.

During 2023, CF Leisure Ltd. was incorporated with the
objective of operating the entertainment arena within the
Mercury Towers project. This entertainment arena, known
as Planet Play started operating on 15 February 2024.

1.2. Directors and Key Employees

Board of Directors - Issuer

As of the date of this Analysis, the board of directors of the
Issuer is constituted by the following persons:

Office Designation

Chairman and Executive Dlrector
Executive Director
-Independé-nt Non—eﬁ'(ec' tIVE Director
'Independe‘nt Nun-exec we Director
;:Independent Non-executlve Dlrector . B

| Mrloseph Portelll
| Mr FranmsAgms o
i MrStephe Muscat

I Mr Marm\.’ellé- T
i MrPeter Por’ceili

The business address of all of the directors is the registered
office of the [ssuer.

Dr Joseph Saliba is the company secretary of the Issuer.

The board of the Issuer is composed of five directors who are
entrusted with its overall direction and management, The
executive directors are entrusted with the decision-making
and the day-to-day management of the Issuer, whereas the
non-executive directors, all three of whom are independent
of the Issuer, monitor the executive activity of the Issuer and
contribute to the development of its corporate strategy, by
providing objective and impartial scrutiny.

Board of Directors - Guarantor

As of the date of this Analysis, the board of directors of the
Guarantor is constituted by the following persons:

- Office Designation R
Cha|rman and Executive Dlrector ]
t Executive Director i

AEXEACU'EIVE Director !
‘ Executlve Dlrector" h i S
\ Executive Dlrector_';ww”

MrJoseph Portelll

£ Mr Francis Agius o
Mr Cllfton Cassar

Mr Stephen Fa[zon

MrC Duncan Mlcallef o

The business address of all of the directors is the registered
office of the Issuer. '

Dr Nicole Ann Demiceli is the company secretary of the
Guarantor.

The board of the Guarantor is composed of five directors
who are entrusted with its overall direction and day-to-day
management.

1.3. Major Assets owned by the Group

1.3.1. Hotels

The hotels owned by the Group are the Mistral Hotel, the
Scirocco Hotel, and the Levante Hotel, all of which are three-
star hotels in St. Julian’s, Malta {collectively, the “Hotels").
As at end of FY2023, only the Mistral Hotel was operational.
The Scirocco Hotel commenced operations in March 2024,
whitst the Levante Hote! is scheduled to open at the end of
June 2024, Since the hotels are operated by the Group and
managed by Melid, they are classified as property, plant and
equipment. As at 31 December 2023, the total asset value of
the hotels was €15.5m. This value was taken following the
opening of Mistral Hotel in 19 June 2023 only, and will be
revised during FY2024 following the planned opening of the
Levante Hotel,
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1.3.2. CF Business Centre

The CF Business Centre has been the head office of the
Group since the first half of 2022.

This property is a luxurious and spacious work environment
that includes a restaurant, offices, a store and other
commercial outlets. As at the date of this Analysis, level 1
and part of level 2 of the CF Business Centre house the
Group’s head office. The rest of the centre is fully rented out.

The CF Business Centre is partly accounted for as property,
plant and equipment, as it uses one floor of the building as
the Group’s head office, and part as investment property.

Following a revaluation on 22 November 2022, the fair value
of the CF Business Centre increased from €12.6m to €13.7m.

1.3.3. Casafini Showroom

Casafini, operated through Finish Furnish Limited, is a tile,
bathroom and furniture outlet that offers a wide range of
products to related and third parties, through its showroom
located in Balzan (“Casafini”). As the showroom is leased
from third parties, the building improvements, furniture and
fixtures, office and IT equipment, and motor vehicles owned
by Finish Furnish Limited for the Casafini showroom are
classified as property, plant and equiprment, whilst the stock
of retail goods in hand as at year-end is accounted for as
inventory.

1.3.4. Residential Units

The inventory of the Group as at year-end also consists of
work-in-progress in  relation to the development of
residential units, undertaken by CF Homes Lid. As at 31
December 2023, inventory relating to property development
totalled £28.3m and included inter alia the cost of land,
permits, professional fees and construction costs in relation
to ongoing projects.

1.4, Operational Developments

1.4.1. Residential Units
As at the date of this Analysis, CF Homes Ltd. has permits to
develop 14 projects. A description of seome of the more
material project follows.

1.4.1.1. Mayfair

On 17 May 2022, CF Davelopers Ltd. (now CF Homes Ltd.)
acquired the land known as “Ta Dardu” in Trig Lorenzo

Manche, Attard, for a consideration of €5.3m. On 16
November 2021, a full development permit was approved to
excavate 44 basement garages and construct 43 residential
units from the ground floor upwards including penthouses.
Warks for this property were completed by FY2024 for a
total cost (including cost of fand) circa €£10.1m.

1.4.1.2. Park Lane

On 3 August 2022, CF Developers Ltd. entered into a promise
of sale agreement to acquire “Dolphin Centre” in Trig il-
Wied, Hal Balzan corner with Trig il-Kbira with an
approximate floor area of 3,997m2. The property was
acquired for a consideration of €9.5m, of which €2.1m would
be delivered through a barter of units from this project in
shell form. The development was originally planned to
Include 8 1-bed apartments, 24 2-bed apartments and 56 3-
bed apartments, whilst also allowing for offices, a bank and
a restaurant. Works, which were previously expected to be
completed during FY2024, are currently on hold and
undergoing a redesigning project.

1.4.1.3. Artemis and Hestia

Artemis and Hestia are two developments making up a) a
site of approximately 1,670m? under preliminary agreement
for a consideration of €5.0m plus a barter of 4 garages, an
apartment, and a penthouse within the site; and b} a site
comprising approximately 400m? wunder preliminary
agreement for a consideration of €0.9m of which was paid
in cash and part through an exchange in property from Excel
Investments Limited {(C 81721), These two propetties will be
connecied to each other and will in practice be developed
and sold as one composite development and are expected
to be completed by FY2024. This site includes 67 residential
units and 60 garages.

1.4.1.4. Macael

CF Developers Ltd. entered into a promise of sale agreement
with various vendors to acgquire 5 houses in Paola for a
consideration of €1.5m plus a barter for 6 units and 5
garages from the said development, On 15 December 2021,
the planning authaority granted CF Developers Ltd. a permit
to demolish the existing property and construct 18 garages
and 45 apartments, including penthouses with a jacuzzi or
pool. The development is over a site of approximately
1,155m? and will include 2 1-bed apartments, 17 2-bed
apartments and 26 3-hed apartments, The development was
completed in Q2 2024.

B Calamatta_Cuschie_ri'
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1.4.1.5. Vermont Court

CF Developers Ltd. acquired a number of properties in Pieta
for a total of €2.4m. A permit was granted by the Planning
Authority for the excavation of basement garages a retail
shop and maisonettes at the ground floar plus 6 overlying
floors of apartments. The development will include 42 2-
bedroom units, 9 garages and one cutlet over a site with a
superficial area of around 435m> Works are expected to be
completed during FY2024 and the total development cost,
including the cost of land is expecied to be around €3.9m.

1.4.1.6. Sunrise Corner

CF Developers Lid. also acquired a house oh Trig Olaf
Gollcher corner with Trig it-Torri, Birkirkara from third

parties for €0.6m. This included a developable area of
105m?, The permit granted on this development allowed for
the excavation of the plot and construction of a garage,
office and 8 apartments including 2 duplexes and a pool. The
apartments will be split into 1 1-bed apartment and 7 2-bed
apartments. Sunrise was completed in shell form in January
2023, This site includes 8 residential units, 1 office and 1
garage.

1.4,2. Other Commercial Activities
During the first quarter of 2023, CF Leisure Ltd, was set up to

operate the entertainment arena within Mercury Towers.
Planet Play openead to the public on 15 February 2024,

~ Calamatta Cuschieri
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Part 2 - Historical Performance and Forecasts

The Groups audited financials for the year ended 31 December 2022 covers 6 months, while the audited financials for the year
ending 31 December 2023 cover 12 months. The projected financial information for the year ending 31 Pecember 2024 has been
provided hy the Group’s management. This financial information relates to events in the future and are based on assumptions
which the Group believes to be reasenable. Consequently, the actual outcome may be adversely affected by unforeseen situations
and the variation between forecast and actual results may be material.

2.1. Group’s Statement of Comprehensive Income

' Group’s Statement of Comprehensive Income for the year ended 31 December

20224 20237 © o 2024F

(6 montns) (12 months) {12 months) |

V | €o00s 7) €00s | €000s |
Revenue ‘ 3,567 23,058 51,522
Cost of sales | (2454 | (15028) | (37518)
| Gross proflt 1,113 ‘ 7, 130 14 004
mAdmlnlstratlve expencllture o : ‘ ' (558) . » (4,011) ' {4 078} -
o valie s goins e 2 072 e :
Otherexpenses e e e e e e e e
 Otherincome 75 -
EWEBITDA e T 3156 ST
i”Deprectatrlon and amortlsauon S i i (1 427) (555) (657)
| Finance cost R {478) o, 990) N (2,137) '
R ERRIEE e
“Prof:t/(loss) befhre tax e e e | s e Cgis
Currenttaxcharge e Loise) 33
Profit/ (loss) for theyear 70 a0y 4000

Ratio Analysis -
| Profitability
venue (YoY Revenue Growth)

VEBITDA Margin (EBITDA / Revenue)

The Group generates revenue from the sale of properties,
leasing of office spaces, hotel operations, finishings and
construction, the operation of an entertainment arena
(being part of the “Mercury Project”), and sale of furniture
and movables under the Casafini brand.

The total revenue increased significantly in FY2023 when
compared to the previous year due to the fact that the
Group accounted for a first full year (since the Guarantor was
incorporated during FY2022, as per sub-section 1.1. of this

”Gross Profit Margm {Gross Prof:t/ Revenue) S

_ Operating (EBIT} Margin (EBIT / Revenue) 33, 81%_ o _11 28%___ 17,

et Margin (Profit for the year / Revenue) 4 ) 1.96% | -1
i Return on Common Equity (Net [ncome/Average Equlty) | _70 98%”_“‘ I —5 20%____ 41 99A____ _

Return an Assets {Net Income /Average Assets) ) ) - 0a6% | -Q_ 56% 1 492%
'WReturn on capital employed (EBITDA/ Total Assets - Current Llabllltles) i )‘ 7 27%_____ B, 22% o 20 45%_
EBTDAGrowth LONAL [ NA L 21851%

..3120% . 3092% | 27
L 7382% | 13.69%

Analysis) and, more importantly, because of the execution of
alarger number of deeds of sale following the completion of
the sites developed by CF Homes Ltd. Such deeds are
expected to be even higher in FY2024 (see sub-section 2.2.
below).

In FY2024, revenue is expected to increase over FY2023,
mostly due to the completion of further property
development projects together with the opening of all the
Hotels {as per sub-section 1.3.1. of this Analysis). it is
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important to note that €42.7m out of €51.5m revenue
forecasted in FY2024 is made up of property development
sales, 98.5% of which are already on a promise of sale
agreement,

The cost of sales is mainly attributable to costs directly
associated with the Group’s property development
operations, such as site acquisitions, raw material, and
labour. During FY2023, these increased in line with the
increase in revenue and amounted to €15.4m.

Revenue exceeded cost of sales by €7.1m.This translates in
a gross profit margin of 31.2% in FY2022 and 30.9% in
FY2023. In FY2022, property development sales made up
30.6% of total revenues whilst in FY2023, these made up
75.0% of total revenues.

The increase In administrative expenses in FY2023 when
campared to FY2022 is due to the incorporation of CF Leisure
Lid, the expansion of cperations which resulted in higher
labour costs, and the full year of operation in FY2023 when
compared to 6 months in FY2022,

A notable item in the statement of comprehensive income
of the Group for FY2022 is the income reporied following an
upward revaluation of the CF Business Centre (circa €2.1m),
as per sub-section 1.3.2. of this Analysis.

Depreciation and amortisation for the year was substantially
lower than that incurred in FY2022 as a result of the
expiration of a number of leases in FY2023 which were being
accounted as right-of-use assets under I[FRS 16 — Leases. The
expiration of said leases resulted in a lesser overall
amortisation charge from FY2023 onwards. Going forward,
management expects this to increase slightly following the
opening of Planet Play, as per sub-section 1.4.2. of this
Analysis.

Finance costs increased to €2.0m in FY2023 mainly due to
bond interest taken for new investments and higher
horrowings for expansion projects.

The profit before tax during FY2023 was €56k higher than
the previous year, however following the €1.2m tax charge,
the Group reported a net loss for the year of €401k,

Calamatta Cuschieri
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2.1.1  Group's Variance Analysis

Revenue
Cost of sales
Gross profit

Fair value gains

”'b'tﬂéi'ék'héhéés” e

Other income

EBITDA

Depreciation and amortisation
eTr
e
' Finance income
Profit / (loss) before tax
‘Current tax charge
Profit/ (loss) for the year

Revenue In FY2023 was €3.8m lower than projected. The
Group experienced delays in the opening of all hotels,
significantly reducing the revenue generated in FY2023
against what was originally expected, with anly the Mistral
Hotel opening during FY2023 (specifically 19 June 2023). As
mentioned in sub-section 1.3.1, of this Analysis, the Scirocco
Hote!l was opened in March 2024 and the Levante Hotel is
scheduled to open end of June 2024,

Another contributing factor for the lower-than-expected
revenue was the lower sales of Finish Furnish Ltd,, due to a
deferral of underlying projects to FY2024.. As a result of this,

Group’s Statement of Comprehensive Income for the year ended 31 December

C2023F . 2023A - Variance |

| €000s . €000s  €000s
| 26,816 | 23058 @ (3,758) |
. (17,467) . (15,928) © 1539
aam T e e
259 ey . (157
- ! S R
- 88 38y

B
6,090 3156 (2,934)

] By | s | ey
5,859 2,601 (3,258)

- 174 | 174 |
0 5086 | 785 | (a301)

e e T
CLomse | oy | (3960

73y | sy | (1217)

cost of sales was also lower than previously projected. The
Group is in the process of diversifying their operations in this
regard. The diversification into new operations, such as CF
Leisure Ltd., and an Increase in the number of property
development projects required additional administrative
resources mainly contributed to the variance of €£0.8m.

Finance costs were projected to amount to €0.8m in
FY2023.This resulted to be €1.2m higher, mainly due to
unforeseen bank charges, and interest which was initially
projected to be capitalised but was reclassified to the
income statement.
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2.2 Group’s Statement of Financial Position

| Group Statement of Financial Position as at '3..'ecmer

3 €000s | ~ €000s |  €000s
;__Assets ' o
__'nvestme“tpmpeftv I 13,689 | 13689 | 13689
 Property, plantandequipment | 1535 | 24770 | 21,202

_Right-of-useasset = e L OAA L TB2 T
Defervedtaxassets | s | o102 | 1271
Total non-currentassets ... | »os37 | 40268 36,167

Tradeand other receables T T ey aam0 a9
 Cashandcashequivalents | 50 | 2330 | 514
Totalcureentassets 1 30737 | 40,825 | 457288

Totalassets | 61274 | 81093 | 81455

_Sha“” Cal""‘ai ] B308 | 6308 1 6308
‘Revaluation reserve e oo4ooL540 4 1,540 | 1,540
Retainedearnings 1701 (331) | 3685

f_“r_otalequitv, e 1517 | 11533

____Lease Ilabllltles ' 601 R
Borrowings e ) 24528 L 48,808 | 33,468
Long-term depomts - S o 116 o8 o221
Deferred tax lizbility | .31 | 333 | 33138
Total non-currentliabilities | 282755 | 5290 | 37002

_Leasellabllltles TR N 215 214 od
Borrowings e _._.__.........m.,8170 o 4313 19,286
Trade and othe 16696 | 16119 | 13633

' 25081 | 20646 | 32819 |

Totalliabiftes | 5335 | 73576 | 63921

Totalequityand liapiliies | 61274 [ 81093 | Bla54
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| Ratio Analysis -
Financial Strength o - -
Gearing 1 (Net Debt / Net Debt and Total Equity)
Gearing 2 (Total Liabjlities / Total Assets)
Gearing 3 (Net Debt / Total Equity}
Net Debt/EBITDA o
Current Ratio (Current Assets / Current Liabilities)
Interest Coverage 1 (EBITDA / Cash interest paid)
| Interest Coverage 1 (EBITDA / Finance Costs).

The Groups assets in FY2023 resulted to be 50% non-current
and 50% current assets,

The non-current assets during the year are mainly composed
of property, plant and equipment (“PPE”) amounting to
€24.8m (being the Hotels under development) and
investment property with a fair value of €13.7m at the end
the year (being the CF Business Centre). This falr value was
determined based on a valuation performed by an
independent architect, as per sub-section 1.3.2. of this
Analysis. Other contributors to non-current assets were
intangible assets, right-of-use assets, and deferred tax
assets.

PPE is projected to decrease by €3.0m by the end of FY2024
as a result of a reclassification of a property, previously
earmarked for a hotel, that is now to be developed and sold,
Therefore, in FY2024, this will be transferred at cost to
inventory until it is further developed and eventually sold.

Inventory is projected to increase by €9.8 million during the
course of 2024, in line with the Group’s forecast expansion
of operations.

Quick Ratlo (Current Assets - Inventory / Current Liabilities)

- 2023A |

! : o o
| 8057% | 87.29% | 8L92%
| 87.08% . 9073% | B5.84%
| 41462% | 686.52% | 45296% |
1247x . 1635 | 5.26x
|12 19sx | 138 |
o2 . 0S| 0Ax |
| B2L | 6715 . 46dx |
552 189 . 464 |

The Group's equity base has increased In line with the profits
generated during the year with the share capital and
revaluation reserve remaining unchanged.

With the gradual progression towards normalisation of the
Group's operations, management expects to see a lowering
in the Group’s debt to EBITDA multiples to 5.3x by the end
of 2024,

Trade and other receivables, and trade and cther payables,
fluctuate in the normal course of business.

As previously mantioned, the Group experienced delays in
completing the projected property development projects,
deferring profits resulting from the said projects to FY2024
and FY2025. These delays had negatively impacted most
gearing ratios in FY2023, since retained earnings in equity
was lower than projected. Gearing ratios are expected to
improve in FY2024 when these profits are expected to be
realised.
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2.3  Group’s Statement of Cash Flows

'G.ru 'S Statement of Ca:h Flows ‘,fdr_'the-year_en_ded 3.1-' December -

(6months) (12months)
o (€000s | €000s  €000s
Cash flows from operatlng aCthItIes

pmﬂt beforetax T e e e 729 e . 785 . 71132

Ad;ustments for - 7 N 7 ; : )

| Depreciation and amortisation . s 555 65T
. 645

]nterest expense on |ease arrangements - o i 33 ’ o 27 13 "

Interest expense on bank borrowmgs 383

Interestexpense on bankoverdrafts [ 8 | a0 |
Interestexpenseonbonds - 154 1479

in falr value of property, p]an and equ:pment - 7 .
Consolldatlon adjustments 7 - | -

Movementm workmg capftal 3 C i ‘ )
Movement in inventories - e 7{24,70907)” o 7(5?,'7936) ' - (9”325) -
'Movement n trade ancl other recewables .. (6,127) " (21343) A 7.
Movement in trade and other payab]es . ' ‘ 16,696 (2,122) ! (2 494)

Cashflowfromoperatons (17000 | (7469) | (1162}

”Taxatlon pa:d e e e e e (66) ] ,l (1,246) (3,381) . ]
Netc: cash flowsgeneratedfrom/(used m} operatmgactlwtles L g, 156}_ & (8715} . (22200

Cash flows from |nvest|ng actmtles i ! 7

Payments to acquire property, plant and equlpment o o {7107,‘05717) o (9713) 3023
Paymentstoacquire investmentproperty . (e7) - -
Payments to acquire ntangible asset. S E (RS T S
evera) @73 303

Net cash flows generated from / (used |n] mvestlng actl\ntles

Cash flows from flnancmg aCtI\HtlES . : -

Proceeds on issuance of shares upon |ncorporat|on } " 6,308 o - (357)
VNet proceeds from bank borrowmgs L 3aee8 '20 423” - (645) o
it pa o bank borrowings e S S (391) . 1 o) U (1 479}..
Interest pad on ﬁnance lease e et e | B (33). R o) S S 1) ., . “
Movement in Ieasellabllltles - 652 {230) o § 7 77(7129)

! Long -term dep08|ts recelVed from customers - R 116 o V? T ‘ 77‘13” -
"Net cash flows generated froml(usedln)fmancmg actl\rltles B 39,350 - 1 20,238 (2,520)

Movement i cash and cash equwalents .. .. .» .V .' 520 : | 1'810 (1 817) :
. Cash and cash equwa[ents atstartofyear B ‘ - B0 2330
‘_:__?'?_'?__a_“f’ '“’5"eq“"’a'e“t”te"d“fyﬁa" e P20 L BR800 518

‘Calamatta Cuschieri




F CF Estates Finance p.l.c.
: FINANCIAL ANALYSIS SUMMARY 2024

| Ratio Analysis-
| Cash Flow

| Free Cash Flow (Net cash from operations + Interest - Capex) |

After adjusting the profit before tax with non-cash items and
movements in working capital, the Group used €8.7m in
operating activities during FY2023. The increase in sales
projected for FY 2024 will reduce the cash used in operating
activities down to €2.2 million.

During FY2023, the Group used €9.7m to acquire property,
plant and equipment which wholly make up the investing
activities during the year. The investing activities of FY 2024
relate to the asset that was reclassified from PPE to
inventory.

| a4 |

€(27,207)

_ €803 |
The projected movements in cash used for financing
activities show that after two years during which the
company raised significant amount of cash, it is projecting to
start repaying parts of sald indebtedness in FY2024. After
two years of significant ramp ups in inventory, the Group
projects to strike a stronger balance between sales and

investment in inventory to see its Free cash flow turning
positive for the first time in the period under review,
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Part 3 - Key Market and Competitor Data

3.1 General Market Conditions

At the time of publication of this Analysis, management
considers that generally, it shall be subject to the narmal
business risks associated with the industries in which the
companies are involved and operate and, barring
unforeseen circumstances, does not anticipate any trends,
uncertainties, demands, commitments or events outside the
ordinary course of business that could be deemed likely to
have a material effect on the upcoming prospects of the
companies and their respective businesses, at least with
respect to the financial year 2021. However, investors are
strongly advised to carefully read the risk factors disclosed in
the Prospectus.

3.2 Economic Update?

The Bank’'s Business Conditions [ndex {BCl) indicates that in
April 2024, annual growth in business activity declined
marginally, and remained slightly below its historical
average, estimated since January 2000. The European
Commission confidence surveys show that sentiment in
Malta decreased in April, and remained below its long-term
average, estimated since November 2002. The latest
deterioration was mostly driven by developments in
industry, construction and among consumers,

Additional data show that in month-on-month terms, price
expectations increased among consumers, and to a lesser
extent in the retail and services sectors, but decreased
significantly in the construction sector and, to a lesser extent
in industry. In April, the European Commission’s Economic
Uncertainty Indicator {EUi} for Malta decreased compared
with March, indicating lower uncertainty. Uncertainty
declined in all sectors except construction.

In March, both industrial production and retail trade
contracted on a year-on-year basis. The unemployment rate
remained unchanged at 3.2% in March but stood below that
of 3.4% In March 2023. Commercial and residential building
paermits in March were lower than a month earlier.
Commercial permits were also [ower when compared with a
year ago, but residential permits were higher. in April, the
number of residential promise-cf-sale agreements rose on a
year earlier, as did the number of final deeds of sale, The
annual inflation rate kased on the Harmonised Index of

* Central Bank of Malta — Economic update — 5/2024
2 Central Bank of Malta -- Economic projections 2024-2026

Consumer Prices (HICP) stood at 2.4% in April, down from
2.7% in the previous month.

Fallowing this decling, HICP inflation in Malta was in line with
the euro area average. HICP excluding energy and food in
Malta, remained below the eurc area average. Inflation
based on the Retall Price Index (RPI) decreased to 1.6%,
down from 1.9% in March. During the 12 months to March,
Maltese residents’ deposits increased, mostly due to higher
balances belonging to households and non-financial
corporations (NFCs). By contrast, deposits held by financial
intermediaries decreased. The annual rate of change
moderated compared to February, By contrast, growth in
credit to Maltese residents increased at a slightly faster rate
compared with a month ago. In March, the Consolidated
Fund recorded a lower deficit compared to a year earlier,
This reflacts a decline in expenditure coupled with an
increase in revenue.

3.3 Economic Outlook?

According to the Bank's latest forecasts, Malta's gross
domestic product (GDP) is expected to grow by 4.3%in 2024,
Growth is then projected to ease to 3.5% In both 2025 and
2026. This implies a marginally downward revisicn in 2024
and 2025, when compared to the Bank's previous
prajections, while for 2026 the outlook Is revised upwards.
In 2023, growth was primarily driven by net exports, while
domestic demand is envisaged to be the maln driver of
growth in 2024. Private consumption growth continues at a
brisk pace, and private investment, is expected to gradually
recover.

Net exports are also projected to contribute positively,
driven mainly by services exports. Growth in 2025 and 2026
is expected to continue to be led by domestic demand.
Employment growth is set to moderate, albeit from high
rates, in the projection horizon, while the average wage is
expected to grow at a faster rate in 2024, partly in response
to the pronounced inflation in the recent past and a tight
labour market. Annual inflation based on the Harmonised
Index of Consumer Prices is projected to drop significantly,
from 5.6% in 2023 to 2.4% in 2024, before reaching 1.9% by
2026. Compared to previous projections, inflation has been
revised down by 0.5 percentage point in 2024, largely
reflecting the unexpected rapld drop experienced In the
initial months of the year.

~ Calamatta Cuschieri
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The general government deficit-to-GDP ratio is set to decline
to 4.1% in 2024, and to narrow further over the rest of the
forecast horizon, to stand at 3.1% by 2026. The general
government debt-to-GDP ratio is set to increase throughout
the forecast horizan, reaching 54.3% by 2026, When
compared with the previous projection round, the projected
deficit ratio is higher, while the debt ratio is broadly
unchanged. Risks to activity are broadly balanced over the
projection horizon. Downside risks largely emanate from
possibly adverse trade effects related to ongoing geopolitical
tansions. On the other hand, the l[abour market could exhibit
even stronger dynamics than envisaged in this projection
round, both in terms of employment and wages.

This could then result in stronger private consumption
growth. Risks to inflation are balanced over the project
herizon. Upside risks to inflation could stem from extreme
weather events and effects of geopolitical developments.
COther upside risks to headline inflation include the potential
impact of measures to combat climate change. Furthermore,
wage pressures could be stronger than envisaged in the
baseline. On the downside, imported inflation could fall
more rapidly than expected, while services inflation could
normalise more quickly than envisaged in this projection
round.

On the fiscal side, risks are tilted to the downside (deficit-
increasing). These mainly reflect the likelihood of slippages
in current expenditure, including higher-than-expected
outfays on energy support measures If commodity prices are
higher than envisaged. They also reftect the likelihood of
additional increases in pensions and public sector wages in
the outer years of the forecast horizon, Should these risks
materialise, they are set to be partly offset by the likelihood
of additional fiscal consolidation efforts to comply with the
EU's fiscal rules.

3.4 Residential Property Development?

The property market in Malta has experienced steady
periods of growth. Whilst significant growth has resulted
over the past decade, the property market in Malta has
steadily increased over the past forty years at a compound
annual growth rate {"CAGR’) of c. 6%. Recently however, the
property market exceeded the CAGR of 6%, because the
demand for residential property is increasing at higher rate
than the supply of houses being built on the Maltese Islands.

3 Malta Development Association - https://mda.com.mt/

Promises of sales for property in Malta increased by 9% in
2023, according to records kept by the Malta Development
Association. In a statement, the MDA said that the number
of promises of sale had grown to 16,636 by the end of last
year. The total value of these agreements reached €4.6
billion, they added,

This represented an increase of 3%, up from £€4.2 hilllon in
2022 and brings the figure closer to the €4.8 billion
registered in 2021, According to data kept by the National
Statistics Office, 12,164 promise-of-sale agreements were
registered in 2022, Although records for the entirety of last
year have not been finalised, it registered 12,166 promise-
of-sale agreements up until November 2023.

The MDA compiles its own statistics separately and does not
provide information about its methodology.

3.5 Tourlsm

Comparison between the data of 2022 and 2023 provides
valuable insights into the trajectory of the local tourism
industry over the span of a single year, reflecting the pace
and direction of recovery following the disruptions caused
by the pandemic.

Inbound tourist arrivals experienced a notable surge from
2,287k in 2022 to 2,976k in 2023, marking an impressive
increase of 30.1%. This significant uptick underscores the
industry's robust recovery momentum and highlights the
successful implementation of strategic initiatives aimed at
rejuvenating tourism demand and stimulating visitor traffic.

Correspondingly, the wmetric of tourist guest nights
witnessed a substantial growth, escalating from 16,600k in
2022 to 20,424k in 2023, reflecting a noteworthy increase of
21.9%. This surge in guest nights not only indicates a
resurgence in tourist engagement but also underscores the
sustained interest and participation in the local tourism
offerings, contributing to the averall vibrancy of the sector.

However, amidst the recovery, there was a notable decline
in the average length of stay, dropping from 7.3 days in 2022
to 6.8 days In 2023, representing a significant decrease of
6.8%. This decline may raise concerns regarding visitor
engagement and expenditure patterns, necessitating a
deeper examination into the underlying factors driving this
trend and potential strategies to address it.

~ Calamatta Cuschieri
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On the economic front, tourist expenditure exhibited a
remarkable increase from £€2,013m in 2022 to €2,671m in
2023, depicting a substantial surge of 32.7%. This surge in
spending reflects the revitalization of tourism-related
economic activities and underscores the sector's pivotal role
in driving economic growth and employment.

Furthermore, the metric of tourist expenditure per capita
demanstrated a modest Increase, rising from €880 in 2022
1o €898 in 2023, representing a marginal increment of 2.0%.
While this increase reflects improved spending capacity and
propensity among tourists, further analysis is required to
discern the underlying factors influencing spending
behaviour and patterns. The trends are also summarised in
the following table, illustrating the numbaer of tourist arrivals
over the last four years:

tourists®

#Hin € millions

Sinbound tourists for the first four months of 2024 amounted
to 888,118, an increase of 25.1% over the same period in
2023. Total nights spent by inbound tourists went up by
12.7%, almost reaching 5.1 million nights.

Total tourist expenditure was estimated at €646.8m, 26.2%
higher than that recorded for the same period in 2023, Total
expenditure per capita increased to €728 from €722 for the
same period in 2023,

The number of tourists visiting Gozo and Comino, including
both same-day and overnight visitors, totaled 431,367, or
48.6% of total tourists.

4 National! Statistics Office, Malta - Tourism

5 National Statistics Office, Malta NR 103/2024
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Yield Curve Analysis
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Jan'24

The above graph illustrates the average yearly vield of all
local issuers as well as the corresponding yield of MGSs (Y-
axis) vs the maturity of both Issuers and MGSs (X-axis), in
their respective maturity bucket, to which the spread
premiums cain be noted. The graph illustrates on a stand-
alone basis, the yield on the Issuer’s proposed bonds.
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Maturity

As at 6 June 2024, the average spread over the Malta
Government Stocks (MGS) for comparable issuers with a
maturity range of 3-9 years was 139 hasis points. The CF
Estates Finance p.l.c bond is currently trading at a YTM of
500 basis points which implies a spread of 156 basis points
over the equivalent MGS, and therefore at a premium to the
average on the market of 18 basis points,
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Part 4 - Glossary and Definitions

‘Income Statement

Revenue
Costs
EBITDA

Operating Profit (EBIT)
Depreciation and
Amaottisation

Net Finance Costs

Net Income

“Profitability Ratios - -
Growth in Revenue (YoY)
Gross Profit Margin
EBITDA Margin

Operating {EBIT) Margin
Net Margin

Return on Common Equity

Return on Assels

Cash Flow Statement
Cash Flow from Operating

Activities {CFO)

Cash  Flow from Investing
Activities

Cash Flow from Financing
Activities

Capex

Free Cash Flows {FCF)

_Balance Sheet. -
Total Assets

Non-Currant Assets
Current Assets

Inventory

Cash and Cash Equivalents

Total Equity

Total Liabilities

Total revenue generated by the Group/Company from its principal business activities
during the financial year.

Costs are expenses incurred by the Group/Company in the production of its revenue,
EBITDA is an abbreviation for earnings before interest, tax, depreciation and amartisatien.
It reflects the Group's/Company’s earnings purely from operations.

EBIT is an abbreviation for earnings before interest and tax.

An accounting charge to compensate for the decrease in the monetary value of an asset
over time and the eventual cost to replace the asset once fully depreciated.

The interest accrued on debt obligations less any interest earned on cash bank balances
and from intra-group companies on any loan advances.

The profit made by the Group/Company during the financial year net of any income taxes
incurred.

This represents the growth in revenue when compared with previous financial year.
Gross profit as a percentage of total revenue,

EBITDA as a percentage of total revenue.

Operating margin Is the EBIT as a percentage of total revenue,

Net income expressed as a percentage of total revenue,

Return on common equity {ROE) measures the rate of return on the shareholders’ equity of
the owners of issued share capital, computed by dividing the net Income by the average
common equity (average equity of two years financiat performance).

Return ort assets {ROA) is computed by dividing net income by average total assets (average
assets of two years financial performance).

Cash generated from the principal revenue producing activities of the Group/Company less
any interest incurred on debt.

Cash generated from the activities dealing with the acquisition and disposal of long-term
assets and other investments of the Group/Company.

Cash generated from the activities that result in change in share capital and borrowings of
the Group/Company.

Represents the capital expenditure incurred by the Group/Company in a financial year.

The amount of cash the Group/Company has after it has met its financial obligations. It is
calcutated by taking Cash Flow from Qperating Activities less the Capex of the same financial
year.

Cutrent Assets,

Assets, full valie of which will not be realised within the forthcoming accounting year
Assets which are realisable within one year from the statement of financial positien date.
Inventory is the term for the goods availakle for sale and raw materials used to produce
goods available for sale.

Cash and cash equivalents are Group/Company assets that are either cash or can be
converted into cash immediately,

Total Equity is calculated as total assets less liabilities, representing the capital owned by the
shareholders, retaired earnings, and any reserves.

What the Group/Company owas which can be further classified inte Non-Current Liabilities
and Current Liabilities,
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Non-Current Liabilities
Total Debt

Net Debt

Current Liabilities

Financial Strength Ratios .~
Current Ratio

Quick Ratio {Acid Test Ratio)
Interest Coverage Ratio
Gearing Ratio

Gearing Ratio Level L
Gearing Ratio Level 2

Gearing Ratio Level 3
Net Debt / EBITDA

‘Other Definitions. . .
Yield to Maturity (YTIM)

Obligations which are due after more than ane financial yvear.

Afl interest-bearing debt obligations inclusive of long and short-term debt.
Total debt of a Group/Company less any cash and cash equivalents.
Ohligations which are due within one financial year.

The Current ratio (also known as the Liguidity Ratio) is a financial ratio that measures
whether or not a company has enough resources to pay its debts over the next 12 months.
It compares current assets to current liabilities,

The quick ratic measures a Group’s/Company’s ability to meet its short-term obligations with
its most liquid assets. It compares current assats (less inventary) to current liabilities,

The interest coverage ratio is calculated by dividing EBITDA of ane period by cash interest
paid of the same period.

The gearing ratio indicates the relative proportion of shareholders’ equity and debt used to
finance total assets.

Is calculatad by dividing Net Debt by Net Debt and Total Equity.

Is calculated by dividing Total Liabilities by Total Assets.

Is calculatad by dividing Net Debt by Total Eguity.

The Net Debt/ EBITDA ratlo measuresthe ability of the Group/Company to refinance its debt
by looking at the EBITDA.

YTM is the rate of return expecte on a bond which is held tillmarity. It is sentially the
internal rate of return on a bond and it eguates the present value of bond futuire cash flows
fo its current markes price.
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