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The directors present the annual report together with the audited financial statements of FES Projects Ltd (the
Company) and the Group, which comprises the parent FES Projects Ltd and its subsidiaries FES Finance p.l.c.,
FES Operations Limited and Contractors Only Limited (hereinafter referred to as the Group), for the year ended
31 December 2025.

Principal Activities

The main activity of the Company is that of investing in, acquiring or leasing, holding and managing properties,
as well as acting as a holding company.

The principal activity of the subsidiary company, FES Finance p.l.c., is to carry on the business of a finance
company, principally by raising finance through the issue of bonds. Contractors Only Limited principal activity
is to carry out turnkey services on social housing to both public and private sectors, however it did not undertake
any operating activities during 2025. FES Operations Limited did not trade during the year under review.

Performance Review

The Euro Guest House ceased operations in 2021 to allow for redevelopment and a change in the intended use
of the property. The site is currently being redeveloped into a large-scale hospitality project, namely a 4-star plus
hotel incorporating extended-stay accommodation. Development Permit PA/09429/19 was granted in November
2022, and the project subsequently obtained approval from the Building and Construction Authority for
excavation and development works to commence.

During the financial year, the Group did not undertake any trading operations. Administrative expenses
amounted to €283,898 (2024: €236,171) and comprised primarily professional fees, depreciation, and directors’
remuneration. An expected credit loss (ECL) impairment provision of €942,311 was recognised in respect of
amounts due from Malita Investments p.l.c.. Finance costs related principally to interest payable on the bond and
on a long-term third-party loan.

The Group reported a loss before tax of €1,327,784 (2024: €344,843) and a loss after tax of €1,317,885 (2024:
€329,849).

The Company did not carry out any trading activities during the year under review. It reported a loss before tax
of €354,411 (2024: €289,386), and after accounting for taxation, a loss for the year of €340,028 (2024:
€271,274).

Position Review

The Group’s and the Company’s asset base amounted to €9,193,205 and €8,777,370 as at 31 December 2025,
respectively. The key assets consist of the Euro Guest House boutique hotel situated in Gzira with a book value
of €6,435,568 as atreporting date. The Group and the Company own also other immovable properties in Senglea
and Zebbug,

The Group’s main liabilities consist of €5,000,000 5% Secured Bonds 2029 and €1,000,000 2.65% third party
loan. The Company’s main liability represents a loan payable to a subsidiary, which was advanced from the net
proceeds of the bond issue undertaken by that subsidiary.
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Dividends and Reserves

The Board of Directors does not propose the payment of dividend. Accumulated losses carried forward at the
reporting date amounted to €2,264,551 (2024: €946,666) for the Group and €1,368,527 (2024: €1,028,499) for

the Company.
Financial Risk Management

The Company’s activities expose it to a variety of financial risks, including credit risk and liquidity risk. These
are further analysed in Note 23 in these financial statements.

Events after Reporting Date

The directors assessed subsequent events from 1 January 2026 through 30 April 2026, the date these financial
statements are approved. Through such assessment, the directors have determined that there were no particular
important events subsequent to the reporting date.

Future Developments

The directors remain committed to the development of the Gzira 4 Star+ Hotel project. The Group continues to
progress with the financing initiatives and strategic plans to ensure that sufficient resources are available to
complete the development and commence operations. The directors are confident that these efforts will enable
the Group to achieve its long-term strategic objectives once the project becomes operational.

Going concern

After making enquiries and taking into consideration future plans, as disclosed in Note 2, the directors have a
reasonable expectation that the Group and the Company has adequate resources to continue in operating
existence for the foreseeable future. For this reason, the directors continue to adopt the going concern basis in
preparing financial statements.

Directors

Mr. Christopher Vella
Dr. Reuben Debono

Statement of Directors’ Responsibilities

The Maltese Companies Act, (Cap 386) requires the directors to prepare financial statements for each financial
year which give a true and fair view of the state of affairs of the Group and the Company at the end of the
financial year and of the profit or loss of the Group and the Company for that year.

In preparing the financial statements, the directors are responsible for:-

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

e selecting and applying appropriate accounting policies;

¢ making accounting estimates that are reasonable in the circumstances;

e ensuring that the financial statements are prepared on the going concern basis unless it is inappropriate to
presume that the company and its undertakings together will continue in business as a going concern;
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M., (;hori/suéher Vella
Director

Statement of Directors’ Responsibilities (continued)

The directors are responsible for designing, implementing and maintaining internal control as the directors
determine is necessary to enable the preparation and the fair presentation of the financial statements that are free
from material misstatement, whether due to fraud or error, and that comply with the Maltese Companies Act
(Cap. 386). The directors are also responsible for safeguarding the assets of the Group and the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Auditors

The auditors, Horwath Malta, have expressed their willingness to remain in office and a resolution proposing
their reappointment will be put before the members at the annual general meeting.

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

7
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Dr. Reuben Debono
Director

Registered Address:
19-25
Conservatory Street

Floriana
Malta

30 April 2026



Crowe Horwath Maita

Member Crowe Global

La Provvida, Karm Zerafa Street,
Birkirkara BKR 1713, Malta

Main +356 2149 4794/2
www.crowe.mt

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of FES Projects Ltd

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of FES Projects Ltd (the “Company”) and the consolidated
financial statements of the Company and its subsidiaries (together, “the Group”), set out on pages 7
to 38, which comprise the statement of financial position as at 31 December 2025, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows for
the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Group and the Company, as at 31 December 2025, and of the Group’s and the
Company’s financial performance and cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU (EU IFRSs) and have been
properly prepared in accordance with the requirements of the Maltese Companies Act (Cap. 386).

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 Group and the
Company in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) together with the ethical requirements that are
relevant to our audit of the financial statements in accordance with the Accountancy Profession
(Code of Ethics for Warrant Holders) Directive issued in terms of the Accountancy Profession Act
(Cap. 281) in Malta, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Other Information

The directors are responsible for the other information. The other information comprises the
Directors’ Report. Our opinion on the financial statements does not cover this information and we do
not express any form of assurance conclusion thereon. In connection with our audit of the financial
statements, our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated.
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Other Information (continued)

With respect to the Directors’ Report, we also considered whether the Directors’ Report includes the
disclosures required by Article 177 of the Maltese Companies Act (Cap. 386). Based on the work we
have performed, in our opinion:
e the information given in the Directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
¢ the Directors’ report has been prepared in accordance with the Maltese Companies Act
(Cap. 386).

In addition, in light of the knowledge and understanding of the Group and the Company and their
environment obtained in the course of the audit, we are required to report if we have identified
material misstatements in the Directors’ report. We have nothing to report in this regard.

Responsibilities of the Directors

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

In preparing the financial statements, the directors are responsible for assessing the Group’s and 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 Group or Company or to cease operations, or has 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 from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

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

¢ 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 Group’s and Company’s internal control. - '
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Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

s 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 Group’s and the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, because not all future
events or conditions can be predicted, this statement is not a guarantee as to the Group’s and
Company’s ability to continue as a going concern.

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the
Companies or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

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

Under Maltese Companies Act (Cap. 386) we are required to report to you if, in our opinion:

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

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

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

We have nothing to report to you in respect of these responsibilities.
i S.\
o™
Deborah Garnisi (Partner) for and on behalf of

Horwath Malta
Member Crowe Global

La Provvida

Karm Zerafa Street
Birkirkara BKR1713
Malta

30 April 2026
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Administrative expenses

Other income

Other charges

Fiance costs

Loss before Income Tax

Income taxation

LOSS FOR THE YEAR

TOTAL COMPREHENSIVE LOSS
FOR THE YEAR

Notes

12

The Group The Company
2025 2024 2025 2024
€ € € €
(283,898) (236,171) (201,027) (184,675)
50,118 48,673 - 48,673
(942,311) i - -
(151,693) (157,345) (153,384) (153,384)
(1,327,784) (344,843) (354,411) (289,386)
9,899 14,994 14,383 18,112
(1,317,885) (329,849) (340,028) (271,274)
(1,317,885) (329,849) (340,028) (271,274)

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of these financial

Statements.
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The Group The Company
2025 2024 2025 2024
Notes € € € €
ASSETS
Non-Current Assets
Property, plant and equipment 10 6,884,582 6,761,301 6,880,335 6,750,410
Investment in subsidiaries 11 - . 51,438 51,438
Deferred tax asset 17 437,745 423,362 73,450 59,067
7,322,327 7,184,663 7,005,223 6,860,915
Current Assets
Trade and other receivables 12 1,825,405 2,717,961 1,732,848 1,721,705
Cash and cash equivalents 19 45,473 5,015 39,299 4,962
1,870,878 2,722,976 1,772,147 1,726,667
Total Assets 9,193,205 9,907,639 8,777,370 8,587,582
EQUITY AND LIABILITIES
Capital and Reserves
Called up issued share capital 13 1,818,004 1,818,004 1,818,004 1,818,004
Accumulated losses 14 (2,264,551) (946,666) (1,368,527) (1,028,499)
Other equity 15 1,570,156 1,580,938 810,011 837,792
1,123,609 2,452,276 1,259,488 1,627,297
Non-Current Liabilities
Borrowings 16 6,217,215 5,956,865 6,089,647 5,749,059
Deferred tax liability 17 304,000 304,000 304,000 304,000
6,521,215 6,260,865 6,393,647 6,053,059
Current Liabilities
Borrowings 16 1,229 404 - -
Trade and other payables 18 1,478,453 1,129,879 1,124,235 907,226
Current tax liability 68,699 64,215 - -
1,548,381 1,194,498 1,124,235 907,226
Total Equity and Liabilities 9,193,205 9,907,639 8,777,370 8,587,582

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of these financial

statements.

The financial statements o
signed on its behalf

/](r Christophier Vella
Direct:

ges 7 to 38 were approved by the Board of Directors on 30 April 2026 and were

il

Director

p—
Dr. Ruben Deﬁ)i(/
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The Group

Balances as at 1 January 2024

Net contributions by shareholders

Total comprehensive loss for the year
Loss for the year

Total comprehensive loss for the year

Balances as at 31 December 2024

Balances as at 1 January 2025

Net distributions to shareholders

Total comprehensive loss for the year
Loss for the year

Total comprehensive loss for the year

Balances as at 31 December 2025

Share Accumulated Other

Capital losses equity Total

€ € € €
1,818,004 (616,817) 1,045,828 2,247,015
- - 535,110 535,110

- (329,849) - (329,849)

- (329,849) - (329,849)
1,818,004 (946,666) 1,580,938 2,452,276
1,818,004 (946,666) 1,580,938 2,452,276
- - (10,782) (10,782)

- (1,317,885) - (1,317,885)

- (1,317,885) - (1,317,885)
1,818,004 (2,264,551) 1,570,156 1,123,609

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of these financial

Statements.
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The Company

Balances as at 1 January 2024

Net contributions by shareholders

Total comprehensive loss for the year
Loss for the year

Total comprehensive loss for the year

Balances as at 31 December 2024

Balances as at 1 January 2025

Net distributions to shareholders

Total comprehensive loss for the year
Loss for the year

Total comprehensive loss for the year

Balances as at 31 December 2025

Share Accumulated
Capital losses  Other equity Total
€ € € €
1,818,004 (757,225) 833,418 1,894,197
R - 4,374 4,374
- (271,274) - (271,274)
- (271,274) - (271,274)
1.818,004 (1,028,499) 837,792 1,627,297
1,818,004 (1,028,499) 837,792 1,627,297
- - (27,781) (27,781)
- (340,028) - (340,028)
- (340,028) - (340,028)
1,818,004 (1,368,527) 810.011 1,259,488

The accounting policies and explanatory notes on pages 12 to 38 form an integral part of these financial

Statements.
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Note

Operating Activities

Loss for the year before taxation
Adjustment for:

Depreciation expense

ECL impairment

Amortisation of bond issue costs
Management fee

Finance costs

Working capital changes:
Movement in trade and other receivables
Movement in trade and other payables

Cash used in operations
Interest paid

Net Cash used in Operating Activities

Investing Activities
Acquisition of property, plant and equipment

Net Cash used in Investing Activities

Financing Activities
Repayments of bank loans

Net advances to subsidiaries

Net advances by shareholders
Repayment to sharcholder

Loan from related company

Net advances by related company

Net Cash generated from Financing
Activities

Movement in Cash and Cash
Equivalents

Cash and cash equivalents at beginning of
year

Cash and Cash Equivalents at End
of Year 19

The Group The Company
2025 2024 2025 2024
€ € € €
(1,327,784) (344,843) (354,411) (289,386)
73,633 89,886 66,990 83,240
942,311 - - -
10,250 10,250 - -
- - 65,000 65,000
141,444 147,095 - -
(160,146) (97,612) (222,421) (141,146)
(148,326) 107,311 (153,718) 2,492
74,289 (136,497) 45,061 (35,629)
(234,183) (126,798) (331,078) (174,283)
(276,576) (282,227) (250,100) (250,000)
(510,759) (409,025) (581,178) (424,283)
(39,908) - (39,908) -
(39,908) - (39,908) -
- (600,316) - -
- - (61,035) (159,628)
21,218 535,110 4,218 4,375
(32,000) - (32,000) -
250,100 - 250,100 -
350,982 474,033 340,756 429,559
590,300 408,827 502,039 274,306
39,633 (198) (119,047) (149,977)
4,611 4,809 (148,422) 1,555
44,244 4,611 (267,469) (148,422)

The accounting policies and explanatory notes on pages 12 to 38 form an

Statements.

integral part of these financial
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1. General Information

FES Projects Ltd (the “Company”) is a limited liability company domiciled and incorporated in Malta.

2.  Basis of Preparation
Statement of compliance

These consolidated financial statements include the financial statements of FES Projects Ltd and its
subsidiaries, FES Finance p.l.c., FES Operations Limited and Contractors Only Limited.

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the EU and the requirements of the Maltese Companies Act
(Cap. 386).

International Financial Reporting Standard 10, Consolidated Financial Statements, requires a parent
company to prepare consolidated financial statements in which it consolidates its investment in
subsidiaries.

Basis of measurement

The consolidated financial statements are prepared on the historical cost basis, except for land which is
carried under the revaluation model.

Functional and presentation currency
The consolidated financial statements are presented in Euro, which is the Company’s functional currency.
Going concern

FES Projects Ltd was set up as the holding company of the Group, and is principally engaged in investing
in, acquiring, holding and/or managing any land, building or other property for the purpose of deriving
income therefrom. Furthermore, the Group and the Company owns the Euro Guest House boutique hotel
and adjoining properties. In line with permit PA/09429/19, approval from the Building and Construction
Authority has been obtained for development and excavation works. The Euro Guest House and adjoining
properties will be developed, into a larger-scale project comprising a 4 Star+ Hotel — a hotel integrated
with extended stay.

The Company’s ultimate shareholders have confirmed their continued commitment to provide financial
assistance to both the Company and the FES Group, as necessary, to meet ongoing development costs and
liabilities as they fall due. The directors have also taken into account the FES Group’s progress in securing
additional financing and the development potential of the new project.

After reviewing the Group’s funding position, future plans and having made the necessary enquiries, the
directors are satisfied that the Group and the Company have adequate resources to continue operating for
the foreseeable future. Accordingly, the directors have adopted the going concern basis of accounting in
preparing these financial statements.
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2.  Basis of Preparation (continued)

Use of estimates and judgements
The preparation of financial statements in conformity with IFRSs, as adopted by the EU, requires the use
of certain accounting estimates. It also requires management to exercise its judgement in the process of

applying the Company’s accounting policies (refer to Note 5 — Critical accounting estimates and
judgements).

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the year in which the estimates are revised and in any future years affected.

3. Changes in Accounting Policies and Disclosures
New and amended standards adopted by the Company

The accounting policies adopted are consistent with those of the previous financial year except for the
adoption of new standards, amendments and interpretations effective as of 1 January 2025.

The following amendment became effective during the year:
e Amendments to IAS 21 — Lack of Exchangeability

The amendments clarify how an entity should determine the exchange rate when a currency is not
exchangeable and require additional disclosures when such circumstances exist.

The adoption of this amendment did not have a material impact on the Company’s financial statements.
Standards issued but not yet effective

Certain new accounting standards and interpretations have been published that are not mandatory for 31
December 2025 reporting periods and have not been early adopted by the Company. These include:

e IFRS 18 (effective for annual periods beginning on or after 1 January 2027);
o IFRS 19 (effective for annual periods beginning on or after 1 January 2027); and
o Amendments to IFRS 9 and IFRS 7 relating to classification and measurement.

4. Material Accounting Policies

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

Revenue recognition

Revenue includes all revenues from the ordinary business activities of the Group. Ordinary activities do
not only refer to the core business but also to other recurring sales of goods or rendering of services.
Revenues are recorded net of value added tax.
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4. Material Accounting Policies (continued)

Revenue recognition (continued)

Revenue from contracts with customers and hospitality services

The Group’s revenue from contracts with customers primarily consists of turnkey services to both the
public and private sector. Revenue from contracts is recognised when control of the services is transferred
to the customer at an amount that reflects the consideration to which the Group expects in exchange for
those arrangements, because it typically controls the services before transferring them to the customer.
Revenue is recognised to the extent that it is probable that future economic benefits will flow to the Group,
and these can be measured reliably.

The Group’s revenue recognition is straight-forward, hence no significant accounting judgement,
estimates and assumptions (i.e., in terms of estimating variable considerations and stand-alone selling
price) are involved.

Revenue is recognised as follows:
(i) Rendering of real estate services

The Group recognises revenue from real estate services over time because the Group’s performance
creates or enhances an asset that the customer controls as the asset is enhanced or created. In some cases,
the customer simultaneously receives and consumes the benefits provided to them as the Group performs.
The Group uses an output method in measuring progress of the services since there is a direct relationship
between the Group’s efforts (based on the results achieved) and the transfer of services to the customer.

(ii) Revenue from hospitality services

Revenue from hospitality services includes revenue from accommodation, food and beverage services
and other ancillary services. Most of the services are provided to customers during their stays in the hotel
and depending on the type of booking. Some services would generally be amalgamated into one ‘contract’
(for example, bed and breakfast).

Each of the services rendered is assessed to be a distinct performance obligation, and if applicable, the
Group allocates the transaction price to each of the services rendered to the customer on a relative basis,
based on their stand-alone selling price. Revenue from such operations is recognised over time since the
customer benefits as the Group is performing; the majority of revenue relates to accommodation (i.e. the
amount allocated to such performance obligation is recognised over the customer’s stay at the boutique
hotel).

(iii) Property related income
Rentals receivable charge to tenants of immovable property are recognised in the period when the property

is occupied. The Group’s policy for recognition of revenue from operating leases is described in
accounting policy on ‘Leases’ below.
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4.

Material Accounting Policies (continued)

Revenue recognition (continued)
Revenue from contracts with customers and hospitality services (continued)
(iv) Retail sales

Revenue from sale of construction materials is recognised at a point in time when control of asset is
transferred to the customer, generally on delivery of products at the customer’s location.

Borrowing costs

Borrowing costs include the costs incurred in obtaining external financing. Borrowing costs directly
attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised from
the time that expenditure for these assets and borrowing costs are being incurred and activities that are
necessary to prepare these assets for their intended use or sale are in progress. Borrowing costs are
capitalised until such time as the assets are substantially ready for their intended use or sale. Borrowing
costs are suspended during extended periods in which active development is interrupted. All other
borrowing costs are recognised as an expense in profit or loss in the period in which they are incurred.

Leases
The Company as lessor
Rental income from operating leases is recognised on a straight - line basis over the term of the relevant

lease. Initial direct costs incurred in negotiating and arranging an operating lease are added on the carrying
amount of the leased asset and recognised on a straight-line basis of the lease term.

Income taxation

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in the
statement of comprehensive income except to the extent that it relates to a business combination, or items
recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the period, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes.
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4. Material Accounting Policies (continued)

Income taxation (continued)

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable
entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis
or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against which
they can be utilised. 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 realised.

Property, plant and equipment

All property, plant and equipment is initially recorded at historical cost. Land is shown at fair value based
on periodic valuations by external independent valuers. Valuations are carried out on a regular basis such
that the carrying amount of property does not differ materially from that which would be determined using
fair values at the end of the reporting year. All other property, plant and equipment is stated at historical
cost less depreciation and impairment losses. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Botrrowing costs which are incurred for the purpose of acquiring
or constructing a qualifying asset are capitalised as part of its cost. Borrowing costs are capitalised while
acquisition or construction is actively underway. Capitalisation of borrowing costs is ceased once the asset
is substantially complete, and is suspended if the development of the asset is suspended.

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 Group 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 year in
which they are incurred.

Increases in the carrying amount arising on revaluation of land are credited to other comprehensive income
and shown as a revaluation reserve in the shareholders’ equity. Decreases that offset previous increases of
the same asset are charged in other comprehensive income and debited against the revaluation reserve
directly in equity; all other decreases are charged to profit or loss.

Depreciation on assets is calculated using the straight-line method to allocate their cost or revalued
amounts to their residual values over their estimated useful lives. Assets in course of construction are not

depreciated.
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4. Material Accounting Policies (continued)
Property, plant and equipment (continued)

The rates of depreciation used are the following:

e Buildings - 2% per annum

e Computer and electronic equipment - 20% per annum
e  Furniture and fittings - 20% per annum
e Software - 20% per annum
e Electrical and plumbing - 10% per annum
e Other assets - 10% per annum
s  Motor vehicle - 20% per annum
e  Air-conditioning - 20% per annum

Land is not being depreciated.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting year. An asset’s carrying amount is written down to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with carrying amount and are
recognised in profit or loss. When revalued assets are sold, the amounts included in the revaluation
reserve relating to the assets are transferred to retained earnings.

Investment in subsidiaries

Subsidiaries are all entities over which the Company has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The existence
and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Company controls another entity.

In the Company’s financial statements, investments in subsidiaries are accounted for by the cost method
of accounting, that is at cost less impairment. Cost includes directly attributable costs of the investments.
Provisions are recorded where, in the opinion of the directors, there is an impairment in value. Where
there has been an impairment in the value of an investment, it is recognised as an expense in the year in
which the diminution is identified. The results of subsidiaries are reflected in the Company’s separate
financial statements only to the extent of dividends receivable. On disposal of an investment, the
difference between the net disposal proceeds and the carrying amount is charged or credited to profit or
loss.

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment.
Assets that are subject to amortisation or depreciation 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 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 that suffered an impairment are reviewed for possible
reversal of the impairment at the end of each reporting year.
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4.

Material Accounting Policies (continued)

Financial assets
Classification

The Group classifies its financial assets (other than investment in subsidiaries) as financial assets
measured at amortised costs. The classification depends on the entity’s business model for managing the
financial assets and the contractual terms of the cash flows. The Group classifies its financial assets at
amortised cost only if both the following criteria are met:

- The asset is held within a business model whose objective is to collect the contractual cash flows,
and
- The contractual terms give rise to cash flows that are solely payments of principal and interest

Assessment whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, “principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other basic
lending risks and costs (e.g., liquidity risk and administrative costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition.

Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade date, which is the date on
which the Group commits to purchase or sell the asset. Financial assets are derecognised when the rights
to receive cash flows from the financial assets have expired or have been transferred and the Group has
transferred all the risks and rewards of ownership.

At initial recognition, the company measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss (FVPL), transaction costs that are directly attributable to the
acquisition of the financial asset.

Interest income on debt instruments measured at amortised cost from these financial assets is included in
finance income using the effective interest rate method. Any gain or loss arising on derecognition of these
instruments is recognised directly in profit or loss and presented in other gains / (losses). Impairment
losses are presented as a separate line item in profit or loss.

Impairment

The Group assesses on a forward-looking basis the expected credit losses (ECL) associated with its debt
instruments carried at amortised cost. The impairment methodology applied depends on whether there has
been a significant increase in credit risk. The Group’s financial assets are subject to the expected credit
loss model.
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4.

Material Accounting Policies (continued)
Financial assets (continued)

Impairment (continued)

i.  Expected credit loss model

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the following, which
are measured at 12-month ECLs.
- Debt securities that are determined to have a low credit risk at the reporting date, and
- Other debt securities and bank balances for which credit risk has not increased significantly since
initial recognition

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group considers reasonable and supportable information that
is relevant and available without undue cost or effort.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial
instrument. 12-month ECLs are the portion of ECLs that result from default events that are possible within
the 12 months after the reporting date (or a shorter year if the expected life of the instrument is less than
12 months). The maximum year considered when estimating ECLs is the maximum contractual year over
which the company is exposed to credit risk. ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the present value of all cash shortfalls, ECLSs are discounted at the effective
interest rate of the financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit-
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact
on the estimated future cash flows of the financial asset have occurred. Evidence that a financial asset is
credit-impaired includes observable data such as a significant financial difficulty of the borrower or issuer,
or a breach of contract such as a default or being more than 90 days past due.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

ii.  Simplified approach model

For trade receivables, the Group applies the simplified approach required by IFRS 9, which requires
expected lifetime losses to be recognised from initial recognition of the receivables. The expected loss
rates are based on the payment profiles of sales over a year of 12 months before 31 December 2025 or
1 January 2025, respectively, and the corresponding historical credit losses experienced within this year.
The historical loss rates are adjusted to reflect current and forward-looking information on macroeconomic
factors affecting the liability of the customers to settle the receivable. Trade receivables are written off
when there is no reasonable expectation of recovery. Indicators that there is no reasonable expectation of
recovery include, among others, the probability of insolvency or significant financial difficulties of the
debtor. Impaired debts are derecognised when they are assessed as uncollectible.

For related party balances, the Group assesses the credit quality of the related companies by taking into
account the financial position, performance and other factors. In measuring expected credit losses on these
balances, management has taken into account the agreement in place and adherence to the agreement.
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4.

Material Accounting Policies (continued)
Financial liabilities

The Group recognises a financial liability in its statement of financial position when it becomes a party to
the contractual provision of the instrument. The Group’s financial liabilities are classified as financial
liabilities which are not at fair value through profit or loss (classified as ‘Other liabilities’) under IFRS 9.
Financial liabilities not at fair value through profit or loss are recognised initially at fair value, being the
fair value consideration received, net of transaction costs that are directly attributable to the acquisition or
the issue of the financial liability. These liabilities are subsequently measured at amortised cost. The Group
derecognises a financial liability from its statement of financial position when the obligation specified in
the contract or arrangement is discharged, is cancelled or expires.

Contract balances

Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the customer.
If the Group 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 earned consideration that is
conditional and excluding any amounts presented as receivable.

Trade receivables

A receivable represents the Group’s right to an amount of consideration that is unconditional (i.e., only
the passage of time is required before payment of the consideration is due).

The asset is assessed for impairment in accordance with IFRS 9 and, when relevant, the impairment is
measured, presented and disclosed on the same basis as a financial asset that is within the scope of
IFRS 9.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Group has
received consideration (or an amount of consideration is due) from the customer. If a customer pays
consideration before the Group transfers goods and 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 Group performs under the contract (i.e., transfers control of the related
goods or services to the customer).

Contract costs
Cost to obtain a contract

The Group applies the optional practical expedient to immediately expense costs to obtain a contract if
the amortisation period of the asset that would have been recognised is one year or less.
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4.

Material Accounting Policies (continued)
Contract costs (continued)
Costs to fulfil a contract

The costs incurred in fulfilling a contract with a customer that are not within the scope of another standard
are recognised as an asset only if (a) the costs relate directly to a contract or an anticipated contract that
the Group can specifically identify, (b) the costs generate or enhance resources of the Group that will be
used in satisfying (or in continuing to satisfy) performance obligations in the future, and (c) the costs are
expected to be recovered.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the first in first
out method and comprises expenditure incurred in acquiring the inventories to their present location and
condition. Net realisable value represents the estimated selling price in the ordinary course of business
less the estimated costs of completion and the costs to be incurred in marketing, selling and distribution.

Trade and other payables

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

Trade and other payables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method.

Borrowings

Borrowings are recognised initially at the fair value of proceeds, net of transaction costs incurred.
Borrowings are subsequently carried at amortised cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in profit or loss over the year of borrowings
using the effective interest method. Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least twelve months after the end of the
reporting period.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented 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 to realise the asset and settle the liability simultaneously.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value. In the statement
of cash flows, cash and cash equivalents include deposits held at call with banks.



FES PROJECTS LTD Page 22
Notes to the Consolidated Financial Statements
For the year ended 31 December 2025

4.  Material Accounting Policies (continued)
Share capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary
shares are shown in equity as a deduction, net of tax, from the proceeds.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s and the
Company’s financial statements in the year in which the dividends are approved by the Company’s

shareholders.

5. Critical 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.

In the opinion of the directors, the accounting estimates and judgements made in the course of preparing

these consolidated financial statements are not difficult, subjective or complex to a degree which would
warrant their description as critical in terms of the requirements of IAS 1.

6. Other income

The Group The Company
2025 2024 2025 2024
€ € € €
Supplier balance written-off 8,186 48,673 - 48,673
Services rendered to a company
owned by common shareholder 41,932 - - B

50,118 48,673 - 48,673
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7. Finance Costs

Interest payable on bond
Interest payable on long term

third party loan

Amortisation of bond issue costs
Capitalisation of interest

Interest on bank

Interest on loan from subsidiary
Interest recharged from subsidiary

8. Loss before Income Tax

This is stated after charging the following:

Directors’ remuneration
Depreciation on property, plant

and equipment
Audit fees

Amortisation of bond issue costs

Auditor’s fee

Page 23

The Group The Company
2025 2024 2025 2024
€ € € €
250,000 250,000 - -
26,500 26,500 . -
10,250 10,250 - -
(135,133) (135,133) - -
76 5,728 - -
- - 126,884 126,884
- - 26,500 26,500
151,693 157,345 153,384 153,384
The Group The Company
2025 2024 2025 2024
€ € € €
4,500 12,000 - -
73,633 89,886 66,990 83,240
9,633 9,633 3,704 3,704
10,250 10,250 - -

Fees charged by the auditor for services rendered during the financial year ended 31 December 2025 relate

to the following:

Annual statutory audit fee
Other non-audit services

The Group The Company
2025 2024 2025 2024
€ € € €
9,633 9,633 3,704 3,704
4,291 4,291 2,780 2,780

Staff costs incurred by the Group amounted to €28,081 (2024: €25,618) and the average number of
employees employed by the Group was 1 (2024:1).

The Company does not employ employees.
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9, Income Taxation

Amounts recognised in profit or loss

The Group The Company
2025 2024 2025 2024
€ € € €
Current tax expense 4,484 3,118 - -
Tax credit on group losses
surrendered to a group companies - - - -
Deferred tax credit (14,383) (18,112) (14,383) (18,112)
(9,899) (14,994) (14,383) (18,112)

The tax credit and the result of accounting loss multiplied by the statutory income tax rate are reconciled

as follows:

The Group The Company

2025 2024 2025 2024

€ € € €

Loss before taxation (1,327,784) (344,843) (354,411) (289,386)
Tax at the applicable statutory
rate of 35% (464,724) (120,695) (124,043) (101,285)
Tax effect of:
Depreciation not included part of
capital allowances 9,064 11,024 9,064 11,024
Unrecognised deferred tax 344,612 (18,209) - (17,036)
Disallowable expenses 101,149 112,886 100,596 89,185
Tax credit (9,899) (14,994) (14,383) (18,112)

The potential tax saving arising from unabsorbed tax losses and unabsorbed capital allowances carried
forward for set-off against future taxable income of the Group and FES Projects Ltd amounting to
€458,565 and €94,700 (2024: €113,953 and €94,700) respectively are not recognised in these financial

statements.



785°p88°9 pTHSIT'T 916'001 W'y 0 857°S - (0) LLT'I T9¥°LSL°Y 000°008°€ JunOWE yooq JaN
(¥80°€09) - (01¢°L81) (£86°837) (012) (z86°6) (£€1'v2) (959°9) (006°0€1) (90L'817) - uonerosaidap pajejansdy
999°L8%'L I A3YAll 97¢°98¢C 6TT'CE 01L 0¥8°01 LE1YT 959'9 LLTTEL 891°9L6'1 000'008°¢ UNOUIE PAN[RAYY /1500
70T 13qudadd( [€ IV
7857889 PIpSITl 916°001 W'y 0 857°S - ) LLT T9V°LSLY] 000°008°€ Junowe }00q 3au Jutsor)
1££9°¢4) - 11€8°87) (9v9'9) (zvl) ($80°1) - (8¢ (621 (L6b°cE) - ailreys uonerseldag
v16°961 16961 - - - - - - - - - Suoppy
10£°192°9 016°810°1 LvL'6tl 768°01 Wi we'9 - 861 %4 656°T6L'1 000°008°¢ junowe jooq jou Fuuadpy
STOT 13quIddA( € PIPUd LBIX
TOET9L9 01S'810°1 LYL'6TL 768°01 wl [ - gs1 7867 6S6°T6LY 000°008°¢ junowe %00q 9N
(169°675) E (6£5°851) (LEe'TT) (896] (86%'F) (LE1'%T) (86%'9} (579%C1) (60T°¢81) - uoperaadap pajenumasy
TSL06T'L 015°810°1 97¢'88¢C 67T €E 01L 0¥8°01 LEI'PT 9699 LLT'ZET 891°9L6°1 000°008°¢ JUNOWE pan[eAsy /150D
$TOT 13quAQ 1€ IV
TOET9L9 0IS'810°1 LPL6TL 768°01 74 ey - 851 7857 6S6T6LT 000°008°¢ junowe yooq Jau Juiso))
(938°68) - (1£8°87) (9¥9'9) (zy1) ¥80°1) (res') (€e1°1) (670°%1) (L6p'5E) - aflreyo> uonersardaqg
£E1°GE1 €E1°6E1 - - - = : - - - - suomppy
509149 LLE'E8S 815851 8E6°LI 8¢ 9L [76%4 162°1 18591 957°878'1 000°008°¢ Jumoue %004 jau Furuadq)
$T0T 19qWadd( € PAPUI JBIX
PSO‘9LLY LLE'E88 8L5°861 8ES°LI v8T 9TH'L vis't 1671 185°91 951'878°1 000°008°€ junewe jooq JaN
159¢°6¢h) - (8yL'6T1) (169°¢11 9zv) F14°¢) (€19°12) (69€°6) (965°S11) (ZIL'ten) - uorerda1dop pejenunasy
619°651°L LLE'E8S 97¢°88¢ 6TT'EE 0IL 0P8°01 LEI'WT 969'9 LLT'TE 891°9L6°1 000°008"¢ UNOLIE PAN[EAY /1507
$707 Aenuep |1y
E) 3 3 3 ) 3 3 3 3 3 3
e, uonINLISULd $198SY 1P SIPIYIA Suruonpuod Juquingd EXLANTUIN Juawdiby sSunig sdup[ing pue
J3pun s)assy J0JO]A -1y pue 31993 RIUURIRE! 9 damruang
2 a3nduwio))
dnoxny ay,
judwdinby pue jueq ‘Ap1adoag g1
G70T IPqUIAd3(J [§ PIPUS 18A 31} 10
SJUSUIRIR)G [RIOURUL] PBPIJOSUO)) 2]} 0} SAON
gz adeq dALT SLOArodd SHA



SEE088'9 PIPSIT'T 916 001 - 857°S - - LLT'T I LSL'T 000°008'€ junowe yooq RN
(H01pLS) - o1y'L81) (o11) (z86°¢) (LE1%T) (959'9) (006'0€1) (90L'812) - uone10a1dap pajenunody
6EFYSY'L Yor'sIT'l 97€°98¢ 0lL 0¥8°01 LEI'PT 959°9 LLETEL 891°9.6'1 000°008°¢ JUNOUIE PON[EADY / 150))
S707 12quIdNQ £ IV
SE€'088'0 YIHSIT'] 916'001 - 857°S - - LT WO LSL'T 000°008'€ junous j00q jou 3usof)
(06699) - (1£8°87) (T (¥30'1) - (8s1) (sLzT'1) (L6v'cE) - a1eyo uoneroaidaq
$16°961 ¥16°961 - - - - - - - . SUONIPPY
01705L'9 OIS ‘8101 LYL'6T1 wl e - 851 85T 656T6L°1 000°008°¢ junoure 3jooq jou SurusdQ
SZ07 J3quIdd( € PIpUs IBax
01p°0SL'9 01S'810'Y LYL6T1 I we9 - [ 7887 656 6L'T 000°008'€ junowe Jooq JoN
(F11°208) - (6L6°8¢ST) (895) (86¥'%) (LE1'%T) (86+'9) (sz9°6T1) (607'€81) - uoneroardop pajeninooy
STSLSTL 0I$'810°1 97£°887 01L 0P80l LE1YT 959°9 LLITEL 891961 000°008°€ JUNOWE PaN[eAdy /IS0
$TOT WQURINQ 1€ IV
0Ty 0SL'9 01S'810'T L¥L'621 i wWeo - [ 88T 6S6T6L'1 000'008'¢ jyunowe yooq 3ou Juiso))
(opz'e8) - (1£8'87) (zp1) #80°1) (yzs'T) (AN (6207%1) (L6¥SE) - a8xeyo uonerdaida
£21's¢1 £E1°5¢1 - - - - - - - - suomppy
8158699 LLE'ES8 8L5°8S1 8T 9TH'L ¥I8T 1621 18591 95H'8T8'l 000°008‘€ junowe yooq jou SuuadQ
$Z07 1PGUIRQ —m Papud 1edx
815'869'0 LLE'ESR 8LS'8SI 87 9TY'L (ZCK 162°1 185°91 95H'878'1 000°008°E junoure yooq PN
(4L8°€TH) - (8pL'6z1) (ozv) (1t'e) (€19'1z) (59¢°) (965°511) [(4TNTAN] - uoyersardap pajgnumooy
T6ETNL LLE'E88 97£'88T 0lL 0¥8°01 LEI'YT 9599 LLTTEL 89196 000°008°€ JuNOTE PanjeAsy /150
$707 Lienuep [ )y
3 3 3 3 3 3 3 3 3 3
0L uondINIISuOd §)assy YO Suwolpucd Smquingd pue  aremjog juawdinby sgumiy sguipping puey
J3pun $)assy =1y [L2JRERETiC | PILIGAVRET G ( 7 anjiunan j
2 1mdwo)
Auedwo)) ay,
(panunuod) judwdmnby pue juelq ‘Aydoig ‘g1
$TOT QU2 [ £ PIPUL 1834 31 10,
SJUALUA)R]G [BIOURUL] PS)BPI[OSUC)) 31} 0} SAJON
07 33eJ

ALTSLOHArOdd S34



FES PROJECTS LTD Page 27
Notes to the Consolidated Financial Statements
For the year ended 31 December 2025

10.

11.

Property, Plant and Equipment (continued)

As at 31 December 2025 and 31 December 2024, property having a value of €5.25 million has a first
special hypothec registered against it in favour of a Security Trustee for the benefit of a subsidiary’s
(FES Finance p.l.c.) bondholders.

Land was valued by an independent valuer on 25 January 2019, on an open market existing use basis.

The movement in the deferred tax liability arising on the revaluation has been computed on the basis of
a tax rate of 8% on the land’s sales value, which is equal to its fair value at the reporting date.

The carrying amount of land that would have been included in the financial statements had these assets
been carried at cost is €2,249,246 (2024: €2,249,246).

Investment in Subsidiaries

The carrying amount of the investment in subsidiaries at reporting date was as follows:

The Group The Company
2025 2024 2025 2024
€ € € €

Year ended 31 December
Opening and closing net book
amount - - 51,438 51,438
At 31 December
Cost and carrying net book
amount - - 51.438 51,438

The subsidiaries as at 31 December 2025 are shown below:

Registered Office Class of Principal Percentage of
shares held activity shares held
2025 2024
FES Finance p.l.c. 19-23 Ordinary Finance 99.996% 99.996%
Conservatory Street shares company

Floriana, Malta

FES Operations 19-23 Ordinary Non-trading 100%  100%
Limited Conservatory Street shares
Floriana, Malta

Contractors Only 19-25 Ordinary Non-trading 100% 100%
Limited Conservatory Street shares
Floriana, Malta
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12. Trade and Other Receivables

The Group The Company
2025 2024 2025 2024
€ € € €
Trade receivables 532 532 532 532
Amounts owed by subsidiary - - 404,013 401,109
Amounts owed by related company = 110,058 - 155,479
Advance deposits and prepaid expense: 1,365,802 1,205,989 1,319,827 1,160,528
Accrued income 458,675 1,400,986 - -
Indirect tax recoverable - - 8,476 4,057
Other receivables 396 396 - -
1,825,405 2,717,961 1,732,848 1,721,705

Amounts owed by subsidiary and related company are unsecured, interest free and are repayable on
demand. As at 31 December 2025 and 31 December 2024, these amounts were fully performing and hence
do not contain impaired assets.

Accrued income is net of allowances for expected credit losses amounting to €942,311 (2024: Nil).

The Group’s exposure to credit risk and impairment losses in relation to trade and other receivables is
reported in Note 23 to the consolidated financial statements.

13. Share Capital
The Group and the Company

2025 2024
€ €
Authorised
1,818,004 ordinary shares of €1 each 1,818,004 1,818,004
Issued and Fully Paid Up
1,818,004 ordinary shares of €1 each 1,818,004 1,818,004

14. Accumulated Losses

This represents accumulated losses. During the year under review, no dividends were declared nor paid
out.

15. Other Equity

This amount represents a loan from ultimate shareholders of the Group. It is unsecured, interest-free
and repayable exclusively at the option of the Group and for this reason it is classified within equity.
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16. Borrowings

Non-current

5,000,000 5% Secured Bonds
2029 (Note i)

Loan from third party (Note ii)
Loan due to subsidiary (Note iii)
Loan from related company
owned by common sharcholder

Current
Bank overdrafts

(i) 5.000.000 5% Secured Bonds 2029

Bonds outstanding (face value)

Gross amount of bond issue costs

Amortisation of gross amount
of bond issue costs:

Amortised bond issue costs
brought forward

Amortisation charge for the year

Unamortised bond issue costs

Amortised cost and closing
carrying amount

The Group The Company
2025 2024 2025 2024
€ € € €
4,967,115 4,956,865 - -
1,000,000 1,000,000 - -
- - 5,839,547 5,749,059
250,100 = 250,100 -
6,217,215 5,956,865 6,089,647 5,749,059
1,229 404 = -
The Group The Company
2025 2024 2025 2024
€ € € €
5,000,000 5,000,000 - -
(102,500) (102,500) - -
59,365 49,115 - -
10,250 10,250 ) -
(32,885) (43,135) - -
4,967,115 4,956,865 - -
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16.

Borrowings (continued)

(i) 5.000.000 5% Secured Bonds 2029 (continued)

Interest
Interest on the 5% Secured Bonds 2029 is payable annually in arrears, on 18 March of each year.

Security

The bonds constitute the general, direct, and unconditional obligations of the Group, and shall at all
times rank pari passu, without any priority or preference among themselves.

The secured bonds shall rank with priority or preference with respect to the Security Property, save for
such exceptions as may be provided by application law. The payment of the principal under the bonds
and one year interest thereon is secured by a first special hypothec over the Security Property which
FES Projects Ltd has agreed to constitute in favour of the Security Trustee for the benefit of
Bondholders. Also, the secured bonds are guaranteed, in respect of both the interest and the principal
amount due by FES Projects Ltd.

(ii) Loan from third party

The loan from third party is unsecured, catries an interest rate of 2.65% (2024: 2.65%) per annum and
does not have a fixed date for repayment but it is not envisaged to be paid within the next twelve months.

(iii) Loan to subsidiary

A loan facility amounting to €4,897,500 is made available to the Company (FES Projects Ltd) by its
subsidiary FES Finance p.l.c. This loan is unsecured, carries interest at 5.35% (2024: 5.35%) per annum
and is repayable in full by not later than 31 December 2028. Any other balances payable to subsidiary
are unsecured, interest free and have no fixed date of repayment but are not envisaged to be paid within
the next twelve months.

(iv) Loan from related company owned by common shareholder

The loan from related company owned by common shareholder is unsecured, interest free and is
repayable on 17 March 2030.
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17.

Deferred Tax

The movement in the deferred tax for the year is analysed as follows:

The Group The Company
2025 2024 2025 2024
€ € € €
Deferred tax liability
At beginning of year 304,000 304,000 304,000 304,000
Charged to profit or loss (Note 9) - - - -
At end of year 304,000 304,000 304,000 304,000
Deferred tax asset
At beginning of year 423,362 405,250 59,067 40,955
14,383 18,112 14,383 18,112
At end of year 437,745 423,362 73,450 59,067

Deferred taxation is composed of deferred tax liability and deferred tax asset which is to be recovered
and settled after more than twelve months. The deferred taxation at 31 December represents:

The Group The Company
2025 2024 2025 2024
€ € € €

Deferred tax liability
Temporary differences on:
Revaluation of land 304,000 304,000 304,000 304,000
Deferred tax asset
Temporary differences on:
Differences between carrying
amount of property, plant and
equipment and their tax base 73,450 59,067 73,450 59,067
Unabsorbed capital allowances 229,634 229,634 - -
Unabsorbed tax losses 134,661 134,661 - -
At end of year 437,745 423.362 73,450 59,067

Deferred taxation is calculated on all temporary differences using the principal tax rate of 35%, except
for revaluation of land which is calculated using 8% final withholding tax rate.



FES PROJECTS LTD Page 32
Notes to the Consolidated Financial Statements
For the year ended 31 December 2025

18.

19.

20.

Trade and Other Payables

The Group The Company
2025 2024 2025 2024
€ € € €
Trade payables 436,287 345,898 56,248 11,187
Amounts due to subsidiary - - 572,286 617,489
Amounts owed to related company 240,924 - 185,277 -
Accrued expenses 566,378 551,047 307,763 275,889
Other payables 11,000 11,000 2,661 2,661
Indirect tax payable 223,864 221,934 - -
1,478,453 1,129,879 1,124,235 907,226

Amounts owed to subsidiary and related company are unsecured, interest free and repayable on demand.

On 2 May 2023, a supplier instituted legal proceedings against the Group, claiming an amount of €31,645
in respect of utility supply. The amount claimed corresponds to balances already recognised within trade
payables. Accordingly, no additional provision was recognised, as the obligation represented a present
obligation already reflected in the statement of financial position. On 11 December 2025, the proceedings
were concluded and a final settlement agreement was reached with the supplier for €27,850. The liability
continued to be recognised within trade payables as at 31 December 2025. The settlement amount was
paid in full in January 2026.

Cash and Cash Equivalents

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

The Group The Company
2025 2024 2025 2024
€ € € €
Cash at bank 45,473 5,015 39,299 4,962
Bank overdraft (1,229) (404) = =
44,244 4,611 39,299 4,962

Related Party Transactions

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operational decisions.

FES Projects Ltd is the parent company of the entities listed in Note 11 (together referred to as the
Group). All companies forming part of the Group are related parties since these companies are
ultimately owned by FES Projects Ltd which is considered by the directors to be the ultimate controlling

party.

Trading transactions between these companies include items which are normally encountered in a group
context. The Group is ultimately owned by Mr. Christopher Vella and Dr. Reuben Debono.
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21.

22.

Provisions

(2

(b)

(©)

(d)

On 30 January 2024, a supplier initiated legal proceedings against the Group for payment of
services rendered amounting to €74,567. Based on management’s assessment, €37,000 is
acknowledged as payable for accepted works performed. This amount is already included within
accrued expenses (Note 18) as at 31 December 2025, and therefore no further provision has been

recognised.

The remaining €37,567, which relates to disputed works not yet certified, has not been recognised,
as management considers the Group has no present obligation for this portion. This amount is
disclosed as a contingent liability, as the ultimate outcome will depend on the ongoing legal
proceedings.

On 25 June 2024, a supplier filed legal proceedings against the Group, claiming €20,776 in respect
of aluminium works supplied. The amount claimed corresponds to balances already recognised
within trade payables (Note 18) as at 31 December 2025. Accordingly, no additional provision has
been recorded, as the obligation is already reflected in the financial statements. The case remains
pending as at the date of approval of these financial statements.

On 8 August 2024, the Group received a judicial letter from a supplier claiming €27,547 in respect
of the outstanding balance for works and services provided, including costs and interest up to the
date of payment. The principal amount of €25,547 relating to invoiced works and services is already
recognised within trade payables (Note 16) as at 31 December 2025. No additional provision has
been recognised in relation to this matter, as the obligation is already reflected in the financial
statements.

The additional amounts claimed for interest and costs, which are estimated to €2,000, are
considered possible but not probable at the reporting date. These are disclosed as a contingent
liability as the ultimate outcome of the matter will depend on the resolution of the claim.

On 13 September 2024, the Group received a judicial letter from the Commissioner of Revenue
claiming €61,104 in respect of the outstanding balance for income tax, inclusive of additional taxes
and interest for one of the subsidiaries. No additional provision has been recognised in relation to
this matter, as the obligation is already reflected in the financial statements.

Contingent Liabilities

The Group has given a first special hypothec on its property in Gzira for the amount of €5,250,000 and
a pledge over the Insurance Policy in favour of the Security Trustee.

At 31 December 2025 and 31 December 2024, the Group held the following guarantees and suretyships
in favour of the Security Trustee:

- Guarantee in relation to the issue of €5,000,000 5% Secured Bonds 2029.
- Suretyship in relation to the loan granted amounting to €5,000,000.
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22.

23.

Contingent Liabilities (continued)

(a)

(b)
(©)

(d)

On 16 May 2024, a supplier instituted legal proceedings against the Group. By means of a
judgment dated 10 July 2024, the Court ordered the Group to pay the supplier an amount of
€11,387 together with interest and related legal costs.

During the year ended 31 December 2025, the supplier issued a judicial letter submitting a taxed
bill of costs relating to the court proceedings. In response, the Group sent a judicial letter contesting
the enforcement of the judgment on the basis that it had not been duly informed of the proceedings.
Furthermore, on 1 April 2025, the Group filed an application requesting the Court to suspend the
enforcement of the judgment dated 10 July 2024. On 16 June 2025, the Court accepted the Group’s
request and ordered the suspension of the enforcement. The Group has also requested the Court to
revoke the judgment in its entirety and to order a retrial of the case. These proceedings remain
ongoing as at 31 December 2025.

No provision has been recognised in the financial statements as at 31 December 2025 in respect
of this matter, since, in the opinion of the Directors, the supplier’s claim is not considered to give
rise to a present obligation of the Group. Accordingly, this matter has been disclosed as a
contingent liability.

Other contingent liabilities are as described in Notes 21 (a) and 21 (c).

As at 31 December 2025, the Group had gamishee orders served against it by trade creditors
amounting to €133,950.

On 21 April 2026, the Group was served with a garnishee order amounting to €1,989 by a supplier.
This amount is already recognised as a liability within trade payables (Note 18) in the financial
statements.

Financial Risk Management

At the year end, the Group’s main financial assets comprised, trade and other receivables and cash and
cash equivalents.

At the year end, the Group’s main financial liabilities consisted of borrowings and trade and other
payables.

The Group’s principal risk exposures related to credit risk and liquidity risk. The Group is not exposed
to currency risk and the directors consider interest rate risk exposure to be minimal due to fixed interest
rate stipulated on interest bearing liabilities. Note 16 incorporates interest rates and maturity information
with respect to the Group’s main interest-bearing liabilities.
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23.

Financial Risk Management (continued)
Credit risk

Credit risk refers to the risk that a counterparty will cause a financial loss for the Group by failing to
discharge an obligation.

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

The Group’s receivables consist mainly of amounts receivable from related parties and accordingly
credit risk in this respect is limited. The Group monitors inter-group credit exposures at individual entity
level on a regular basis and ensures timely performance of these assets in the context of overall Group
liquidity management. The Group assesses the credit quality of these related parties taking into account
financial position, performance and other factors. The Group takes cognisance of the related party
relationship with these entities and management does not expect any further significant losses from
non-performance or default.

While intra-group receivables and cash and cash equivalents are subject to impairment requirements of
IFRS 9, the identified impairment loss is insignificant.

Accrued income (also referred to as unbilled revenue) represents income eamed from customers for
goods supplied or services rendered where an invoice has not yet been issued at the reporting date.
Accrued income is recognised when the Group satisfies its performance obligations in accordance with
IFRS 15.

The Group applies the impairment requirements of IFRS 9 using the simplified approach. Under this
approach, a loss allowance is recognised at an amount equal to lifetime expected credit losses (ECL)
for all accrued income balances at each reporting date. The Group does not track changes in credit risk
for these balances.

Accrued income is assessed on an individual basis for significant balances. Accrued income balances

are typically assessed based on aging or expected billing timelines.

Aging / status Expected loss rate
Not yet billed and long outstanding 67%

Loss rates are derived from historical experience and adjusted for forward-looking information.

2025 2024
€ €
Gross accrued income 1,400,986 1,400,986
Lifetime ECL allowance (942,311) -

Net accrued income 458,675 1,400,986
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23.

Financial Risk Management (continued)

Credit risk (continued)

The Group banks only with local financial institution with high quality rating. Management considers
the probability of default to be close to zero as the counterparty has a strong capacity to meet its
contractual obligations in the near term.

The carrying amount of financial assets recorded in the financial statements, which is net of any
impairment losses, where applicable, represents the Group’s maximum exposure to credit risk without
taking account of the value of any collateral held.

Management considers the credit quality of these financial assets at the end of the reporting year as
being acceptable.

Liquidity risk

The Group is exposed to liquidity risk in relation to meeting future obligations associated with its
financial liabilities, which comprise principally trade and other payables and borrowings. 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 Group’s obligations.

Management monitors liquidity risk by means of cash flows forecasts on the basis of expected cash
flows over a twelve-month period of the Group. Any additional financing facilities expected to be
required over the coming year are discussed with financial institutions and the shareholder, to ensure
that all necessary cash injections occur on a timely manner. This process is performed through a
rigorous assessment of detailed cash flow projections of the Group where matching of cash inflows and
outflows arising from expected maturities of financial instruments are assessed on an annual basis.

The carrying amounts of the Group’s assets and liabilities are analysed into relevant maturity dates in
the respective notes to the consolidated financial statements.

Timing of Cash Flows

The presentation of the above-mentioned financial assets and liabilities listed above under the current
and non-current headings within the statement of financial position is intended to indicate the timing in
which cash flows will arise.

Capital Management

The primary objective of the Group’s capital management is to ensure that it maintains a healthy capital
ratio to support its business and maximise shareholder value. The Group manages its capital structure
and makes adjustments to it, in light of economic conditions. To maintain or adjust the capital structure,
the Group may adjust the dividend payments to shareholders, return capital to shareholders or issue new
shares. No changes were made in the objectives, policies or processes during the year ended 31
December 2025.
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23.

Financial Risk Management (continued)
Fair Value of Financial Instruments

At 31 December 2025 and 31 December 2024 the carrying amounts of receivables and payables ate
assumed to approximate their fair values. The fair value of financial liabilities for disclosure purposes
is estimated by discounting the future contractual cash flows at the current market interest rate that is
available to the Group for similar financial instruments. As at end of the reporting year, the fair values
of financial assets and liabilities, approximate the carrying amounts shown in the statement of financial
position.
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SCHEDULE

1. Administrative Expenses



FES PROJECTS LTD
Administrative Expenses

For the year ended 31 December 2025

Schedule 1

Audit fee

Professional fees
Depreciation
Management fee

Bank charges
Directors' remuneration
Wages and salaries
Water and electricity
Vat balances written off
Subscriptions

Fines and penalties

Other expenses

The Group The Company
2025 2024 2025 2024
€ € € €
9,633 9,633 3,704 3,704
133,412 74,874 42,471 27,433
73,633 89,886 66,990 83,240
- - 65,000 65,000
1,801 854 1,052 839
4,500 12,000 - =
28,081 25,618 - -
- 5,660 - -
12,010 - 12,010 -
1,614 645 1,614 520
6,712 - B -
12,502 17,001 8,186 3,939
283,898 236,171 201,027 184,675




