





A linehandler team in the Neopanamax Locks

Of the total 516.7 million PC/UMS tons transited, 53%
transited on Neopanamax vessels; 41% on super-size
vessels; 4% on regular-size vessels, and 2% on Panamax
Plus vessels.

I Graph 7. PC/UMS Tons per Vessel Size (Million)

Records:

® The barrier of 500 million PC/UMS tons was
exceeded for the first time, reaching a total
of 516.7 million tons.

¢ Increase in the length allowed in the
Neopanamax Locks, from 367.28 meters
(1,205 feet) to 370.33 meters (1,215 feet).

— ¢ |nJanuary 2021, 58 LNG carriers transited
and 6.74 million PC/UMS tons were handled,
during the high season for this segment,
demonstrating the Canal's ability to serve
demand.

I Graph 8. PC/UMS Tonnage Evolution by Locks (FY-2017 - FY-2021)
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FY-2019
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Vessel in southbound transit through Cocoli Locks




Implementation of Changes to Better

Respond to Demand and Add Flexibility

In February 2021, the Panama Canal announced
modifications to its reservation system and other
maritime services to expedite its response to demand
and manage its plant and equipment capacity better.
The initial implementation date for the modifications
was set for April 15. However, in consideration of
customer and maritime industry associations requests, it
was postponed until June 1, to give them more time to
adjust to the changes.

The changes included adjustments to the reservation
system to reflect the value of the service for those
customers who require transit certainty and opt for

a reservation slot. The reservation system allows
customers to transit on a specific day, for an additional
fee, guaranteeing their transit on a specific date.

In addition, as of April, the availability of an auction slot
in the Neopanamax Locks was included, depending on
the vessel mix and other factors. Vessels in the LPG, LNG,
dry bulk and Panamax plus segments benefit the most
from the auctioned slot availability.

Container ship makes an overnight transit through the Neopanamax Locks
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Modification to the Passenger
Vessel Toll Structure

In September 2021, the Panama Canal published
a proposal to modify the toll structure and
admeasurement rules applicable to passenger
vessels, with the purposed of implementing and
more standardized structure, and eliminate the
billing unit on a per berth basis.

With the new structure, all passenger vessels will be
charged based on PC/UMS capacity.

Tourism
Visitor Centers Reopen

After more than a year of being closed due to the COVID-19 pandemic, the Agua Clara Visitor Center reopened in May
2021 and the Miraflores Visitor Center in August 2021, serving both national and foreign visitors.

Both Centers comply with the safety and health requirements established by the Panama's Ministry of Health to avoid
the spread of the virus, including social distancing, mandatory use of masks, the cleaning and nebulization of facilities,
and handling smaller groups of 16 participants.

Visitors watching the transit of a Neopanamax vessel in Agua Clara Locks
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Financial

Performance

Fiscal year 2021 was another period with strong revenue
growth, profitability margins efficiency and productivity
increase, and low leverage. This growth and financial
strength results are based on a conservative institutional
framework oriented towards transparent, autonomous
and prudent management, as well as uninterrupted
yields sustainability with a long-term outlook.

The Canal concluded fiscal year 2021 with B/.3.95 billion
in revenues, B/.516 million or 15.0% more than fiscal
year 2020. Since fiscal year 2019, Canal revenues and
tonnage increased at a compound annual growth rate
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(CAGR)™ of 11.0 and 4.9%, respectively.

In fiscal year 2021, the second year of the COVID-19
pandemic crisis, the Panama Canal continued to take
the necessary measures to provide a safe, reliable
and uninterrupted service. The global economic
recovery that began in late 2020, resulted in a greater
demand for products and energy, increasing PC/
UMS tons and consequently the up growth of toll
revenues. Additionally, transit-related services charges
adjustments contributed to increase total revenues.

I Graph 9. Total Revenues and Tonnage of the Panama Canal
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Statement of Financial
Results

Revenues

I Graph 10. Total Revenues
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Expenses

At the end of fiscal year 2021, the Canal reported B/.1.18 billion in operating expenses, representing 29.8% of total
revenues. In addition, there was a 9.3% increase in fee per net ton, in line with the growth in transited tons. Compared
to fiscal year 2020, operating expenses increased 1.6%.

Net Earnings ‘
I Graph 13. EBITDA & Net Income Performance
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Net Income CAGR: 19%
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Growth in Direct Contributions to the National Treasury

I Graph 14. Direct Contributions to the National Treasury
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Indirect Contributions to Other
Public Entities

At the end of fiscal year 2021, indirect contributions to
the National Treasury, through other public entities,
reached B/.228 million. These contributions included
B/.121 million, B/.95 million and B/.12 million in Social
Security Fund, income tax and educational insurance
tax, respectively.

Other Indirect Contributions to the
National Economy

In fiscal year 2021, the Panama Canal contributed
indirectly a total of B/.839 million to the National
economy, as a result of net salaries for B/.479 million; as
well as B/.360 million in local purchases of goods and
services and payment to local suppliers, as part of the
annual investments in equipment and infrastructure.

At the end of fiscal year 2021, the Canal contributed
to the national economy with record direct and
indirect economic contributions of B/.3.14 billion.
After implementing protocols for COVID-19 pandemic
prevention and control, this contribution was more
significant due to the fact that the Panama Canal is
one of the few entities capable of maintaining its entire
workforce active.

I Graph 15. Panama Canal Impact on the National Economy
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Direct Contributions to the National Economy
Relative to the Gross Domestic Product (GDP)

In fiscal year 2021, Panama Canal direct estimated
contributions were 3.5% in relation to the National
Nominal GDP, including the indirect contributions and
the expenses in the local economy, direct and indirect
contributions represent an estimated 5.3% of the
Nominal National GDP.

It should be noted that, according to studies conducted
on the Canal’s contribution of the country's economy,
it has been identified that there is a multiplying effect
of these contributions and for fiscal year 2021 there
is an additional 1.6% estimate. Therefore, the Canal’s
total contribution represents an estimated 6.9% of the
National Nominal GDP.

I Graph 16. Panama Canal Impact on the National Economy in Relation to the National Nominal GDP

Total Contribution of the Canal in Relation to National Nominal GDP
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Financial Performance of the Panama Canal

A profitability analysis shows a solid financial performance, reporting a profit margin of 54 cents per balboa of revenue
(ROS), a return on capital employed (ROCE) of 16.0%, return on assets (ROA) of 15.0% and return on equity (ROE) of
18.0% for fiscal year 2021 validating the Canal’s capacity to create economic value on a sustainable basis.

I Graph 17. Financial Performance
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Credit Ratings and Financial Strength Summary

In April 2021, Moody's gave the Panama Canal
Authority’s rating an A2 rating with stable outlook in
line with the revision of the Panama’s government; since
the ACP separate itself from the tensions faced by the
government, the economy and Panama’s population.
Moody’s also highlights the clear legal and institutional
framework, which supports a reliable and stable
operating environment; as well as a strong financial
performance, supported by a new asset infrastructure
with a tariff scheme with a unique geographic advantage
and business model.

It also identifies factors that could cause a decline in the
rating, such as changes in the legal framework and / or
weakening of corporate governance.

In August 2021, S&P Global revised the Canal's rating to
A and maintained a negative outlook, systematically due
to the change in the sovereign's outlook. However, the
Canal continues to maintain tworating notches above the
sovereign ceiling. The strengths identified by the agency
emphasize the Panama Canal’s excellent competitive
position as the most efficient option for strategic routes
and its performance amid severe lockdown measures in
Panama; as it upheld uninterrupted operations, keeping
up with market demands and focusing on continuous
efficiency improvement and also keeping up the capital
investment levels.

Among the main challenges identified by the agency
are high sensitivity to country risk and links with the
government. The negative outlook reflects one in three
probabilities of lowering the Canal's rating in the next 6
to 24 months, if the sovereign's rating is lowered, even
though the Canal's conditions and fundamentals do not
change.

In July 2021, Fitch Ratings revised the Panama Canal
rating to A- and maintains a negative outlook. Among
the strengths highlighted by the agency are that the
Canal stands out as a strategic asset for world trade flows,
with a legal framework that supports the autonomy that
leads to ensuring the profitability of the assets. The Canal
maintains a strong competitive position in the market, a
well-diversified cargo mix, which leads to better volume
performance and resilience; with the ability to adapt
rates to a demand that contributes to revenue growth.

The negative outlook is directly related to the sovereign's
long-term rating outlook. The Canal’s rating dependence
methodology establishes that the sovereign rating is
part of the Canal’s individual credit profile. Even though
the Canal's financial metrics support a higher rating, the
Canal's rating of A- is limited to three notches above the
sovereign due to the ties between the Canal and the
Government.

The Panama Canal’s credit quality is based on its solid
institutional framework, corporate governance and
international treaties that ensure its uninterrupted
operation.

I Table 3. ACP Credit Ratings

Rating Agency Rating Outlook Date
Moody’s A2 Stable Apr. 2021
S&P Global A Negative Aug. 2021
Fitch Ratings A- Negative Jul. 2021




Balance Sheet

At the end fiscal year 2021, Canal assets added to B/.14.72 billion, B/.551 million (3.9%) over fiscal year 2020, and
consist of 38.9% (B/.5.73 billion) and 61.1% (B/.8.99 billion) of current assets and non-current assets, respectively. On
the other hand, equity and liabilities represented 20.6% (B/.3.03 billion and 79.4% (B/.11.69 billion) of total assets,
respectively.

I Graph 18. Assets, Liabilities and Equity
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Calle 56 Este, Obarrio

Panama, Republica de Panama

INDEPENDENT AUDITORS” REPORT

To the Board of Directors
Autoridad del Canal de Panama

Opinion

We have audited the financial statements of the Autoridad del Canal de Panama, (hereinafter, the
“ACP”), which comprise the statement of financial position as of September 30, 2021, the statement
of profit or loss, and statements of comprehensive income, changes in equity and cash flows for the
year then ended, and notes, comprising significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the ACP as of September 30, 2021, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRS).

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 Auditors’ Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the ACP in accordance
with 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 the Republic of Panama 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.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

© 2021 KPMG, una sociedad civil panamefia y firma de la red de firmas miembro independiente de KPMG, afiliadas a KPMG International Cooperative
(“KPMG International”), una entidad inglesa. Derechos reservados.



Contingent liabilities for contractor claims
See Note 31 to the financial statements

The key audit matter

Contractor’ claims are considered as a key audit
matter, because of the assessment of provisions
and contingencies, which requires significant
judgments and analysis by management.
Contingencies for arbitration claims with a
contractor amounted to B/.4,201 million for two
(2) arbitrations and two (2) referrals.

Property, plant, and equipment, net

How the matter was addressed in our audit

Our procedures in this area included:

We assessed, with the assistance of our
own legal specialists, the available
evidence obtained and conclusions
reached for each claim by management
and its legal counsel.

We carried out confirmation procedures
with internal and external legal counsel of
ACP and we assessed the adequacy of
disclosures.

See Notes 3 (g) and 5 to the financial statements

How the matter was addressed in our audit

The key audit matter

ACP is the owner of the Canal facilities,
buildings, structures and equipment
required to operate the Panama Canal. The
property, plant, and equipment (PPE) are
considered a key audit matter for its high
transactional volume that involves the
assessment of capitalization of additions,
designation of useful lives and judgment
applied in the estimation of impairment
losses based on the value in use of PPE.
The total amount of property, plant, and
equipment is B/.8,478 million, representing
58% of the total assets of ACP.

We obtained an understanding and test the
operational effectiveness of controls on the
additions of PPE.

We obtained an understanding of how the
ACP determines the useful life and residual
value of each class of PPE and assessed
reasonableness of such determination.

We performed test of additions during the
year through selective sampling, and we
inspected relevant documentation such as
invoices, bank transfers and reports of staff
assigned to the construction underway to
assess if the additions have been
capitalized in accordance with the policies
established by ACP.

We visited and inspected the PPE according
to selective sampling.

We assessed, with the assistance of our
own valuation specialists, the impairment
evaluation carried out by ACP on PPE to
determine its reasonableness, including the
methodology applied, and performed a
recalculation of the value in use.




Other Information

Management is responsible for the other information. The other information comprises the annual
report, but does not include the financial statements and our auditors’ report thereon. The annual
report is expected to be made available to us after the date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we will 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 identified above when it becomes available 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.

When we read the annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines 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, management is responsible for assessing the ACP ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the ACP or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the ACP financial reporting process.
Auditors’ 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 auditors’ 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 judgment and maintain
professional skepticism throughout the audit. We also:

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




e 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 ACP’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's 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 ACP’s ability to continue as
a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditors’ 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 auditors’ report. However, future events or conditions
may cause ACP to cease to continue as a going concern.

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

We communicate with those charged with governance 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.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

The partner in charge of the audit who has prepared this independent auditors’ report is Luis G.
Venegas R.

KPHG

Panama, Republic of Panama
December 15, 2021




AUTORIDAD DEL CANAL DE PANAMA
(Panama, Republic of Panama)

Statement of Financial Position
September 30, 2021

(In thousands of balboas B/.)

Note 2021 2020

Assets:
Non-current assets:
Property, plant and equipment:

Property, plant and equipment, net 8,335,257 8,382,350

Constructions in progress 143,094 178,371
Total property, plant and equipment, net 5 8,478,351 8,560,721
Investment properties 6 93,131 93,355
Reimbursement right of ACP 26 352,056 383,379
Inventories, net 7 63,927 64,094
Right-of-use assets 28 8,246 10,504
Trade and other receivables 8 354 16,765
Receivable from contractor 9 0 244,655
Total non-current assets 8,996,065 9,373,473
Current assets:
Inventories 7 8,355 8,271
Securities investment and other financial assets 10, 27 5,057,097 3,801,690
Accrued interest receivable 11 10,856 5,340
Trade and other receivables 8,27, 29 27,495 20,751
Other assets 482 863
Cash and cash equivalents 12, 27 626,173 965,541
Total current assets 5,730,458 4,802,456
Total assets 14,726,523 14,175,929

The statement of financial position must be read in conjunction with the notes that are an
integral part of the financial statements.




AUTORIDAD DEL CANAL DE PANAMA
(Panama, Republic of Panama)

Statement of Cash Flows
For the year ended September 30, 2021

(In thousands of balboas B/.)

Cash flows from operating activities:

Profit for the year

Adjustments to reconcile net income to cash from operating activities:
Depreciation and impairment loss
Amortization of right-of-use assets
Amortization of diesel option premiun
Loss on disposal of property, plant and equipment
Realized gain on investment securities at FVOCI
Provision for marine accidents
Provision for obsolete inventory
Amortized discount on bonds payable
Materials and supplies inventory usages
Finance costs, net

Changes in operating assets and liabilities:
(Increase) decrease in trade and other receivables
Increase in fuel inventory
Decrease (increase) in other assets
(Decrease) increase in trade and other payables
Payment of marine accident claims
Increase (decrease) in accrued salaries and vacations payable
Operations with settlement in progress
Employee benefits plans
Decrease in other liabilities

Cash provided by operating activities:
Interest paid

Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of property, plant and equipment
Acquisition of inventories
Acquisition of other financial assets
Proceeds from sale and redemption of other financial assets
Trade and other receivables
Receivable from contractor
Interest received
Net cash (used in) provided by investing activities

Cash flows from financing activities:
Payment of borrowings
Payment of lease liabilities
Transfer to Panamanian Treasury
Net cash used in financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Investing activities that did not require cash inflows:
Recognition of an adjustment to receivable from contractor
due to arbitration award

The statement of cash flows must be read in conjunction with the notes that are
an integral part of the financial statements.
10

Note 2021 2020

2,135,964 1,710,131

232,063 221,076

4,761 5,697

(575) 510

5 738 144
4 10

2,617 8,174

7 290 2,506
565 565

33,181 31,274

48,838 28,078

(6,760) 20,602
(84) (805)
381 (597)

(43,866) 44,571
(6,905) (2,469)
21,347 (3,992)

0 2,603
(389) (1,242)
(1,525) (16,941)

2,420,645 2,049,895
(93,809) (114,165)

2,326,836 1,935,730
(150,207) (95,699)
(33,304) (36,454)
(9,910,756) (6,170,556)

8,648,245 6,663,343
17,128 (17,599)

244,700 0

34,293 115,955

(1,149,901) 458,990
(230,000) (230,000)
(4,855) (5,119)
(1,281,448) (1,251,892)
(1,516,303) (1,487,011)

(339,368) 907,709

965,541 57,832

12 626,173 965,541
9 0 244,700
0 244,700




AUTORIDAD DEL CANAL DE PANAMA
(Panama, Republic of Panama)

Notes to the Financial Statements

September 30, 2021

(In thousands of balboas B/.)

(1)

()

General Information

The Autoridad del Canal de Panama, (the “ACP”) is an autonomous legal entity of public law
established by Article 316 of Title XIV of the Political Constitution of the Republic of Panama and
subject to special arrangements made by the provisions of that Title, of Law No. 19 of June 11,
1997, and regulations dictated by the Board of Directors as mandated by articles 319 and 323 of
the same Title. This legal framework provides, inter alia, that the administration, operation,
conservation, maintenance, and modernization of the Panama Canal (the Canal) and its related
activities correspond to the ACP exclusively. In addition, it establishes a special labor regime
applicable to the ACP and its workforce, as well as provides ACP with its own patrimony and the
right to its administration.

The ACP, in coordination with government entities designated by law, is also responsible for the
management, maintenance, use and conservation of the water resources of the Canal watershed,
including lakes and their tributary streams. As part of this responsibility, the ACP optimizes these
resources through the commercialization of water, energy, and surplus goods, as well as tourism
related activities within the Canal.

In accordance with the terms of the Torrijos-Carter Treaty signed in 1977, at noon on December
31, 1999, the Canal reverted to the Republic of Panama free of debts and liens, becoming an
inalienable patrimony of the Republic of Panama, open to the peaceful and uninterrupted transit
of vessels of all nations and whose use will be subject to the requirements and conditions
established by the Political Constitution of the Republic of Panama, the Organic Law of the ACP
and its management.

The Panama Canal is the inalienable patrimony of the Republic of Panama and includes (i) the
waterway itself, (ii) its anchorages, berths, and entrances, (iii) land, marine, river and lake waters,
(iv) locks, (v) auxiliary dams, and (vi) dikes and water control structures. The ACP owns Canal
installations, buildings, structures and equipment that support the operation of the Panama Canal.
In addition, pursuant to Article 49 of Law No. 19 of 1997, the ACP is entitled to dispose of assets
to the extent they are not necessary for the functioning of the Panama Canal. These assets
include electrical power plants and water purification plants, piers and docks, dry docks, radio
stations, telemetric and hydro meteorological stations, dredge spoil areas, spillways, lighthouses,
buoys, pipelines, and other aids to navigation.

The main ACP offices are located at the Administration Building No. 101, Balboa, Corregimiento
de Ancon, Republic of Panama.

Basis of Preparation

(a) Statement of compliance
The financial statements of the ACP, as of September 30, 2021 and for the year ended on
that date, have been prepared in accordance with International Financial Reporting
Standards (IFRS), as issued by the International Accounting Standards Board (IASB) and
approved by the Board of Directors and authorized to be issued on December 13, 2021.
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AUTORIDAD DEL CANAL DE PANAMA
(Panama, Republic of Panama)

Notes to the Financial Statements

(2)

@)

Basis of Preparation, continued
(b) Measurement basis

(c)

The financial statements have been prepared on the basis of historical cost or amortized
cost, except for the following items in the statement of financial position:

Financial assets measure at fair value through other comprehensive income (FVOCI);
Derivative financial instruments;

- Reimbursement right of the ACP; and

- Employee benefits.
Functional and presentation currency
These financial statements are presented in balboas (B/.), the monetary unit of the Republic
of Panama, which is at par and of free exchange with the U.S. dollar (USD). The Republic
of Panama does not issue paper currency and instead uses the USD dollar as legal and
functional currency. The ACP's financial statements are expressed in thousands of balboas
(B1.).

Summary of Significant Accounting Policies
The ACP has consistently applied the following accounting policies to all the periods presented
in these financial statements:

(a) Fair value measurement

Fair value is the price that would be received for selling an asset or paid for transferring a
liability in an orderly transaction between the main market participants on the measurement
date, or in its absence, in the most advantageous market to which the ACP has access at
the time. The fair value of a liability reflects the effect of a default risk. When applicable, the
ACP measures the instrument’s fair value using a quoted price for that instrument in an
active market. A market is considered as active if the transactions of these assets or
liabilities take place frequently and with sufficient volume and, in addition, information is
provided on a continuous basis allowing prices to be set. When there is no quoted price in
an active market, the ACP uses valuation techniques that maximize the use of relevant
observable input data and minimize the use of unobservable input data. The chosen
valuation technique incorporates all the factors that the market participants would consider
when setting the price of a transaction. The best evidence of fair value is a quoted market
price in an active market. If the market for a financial instrument is not considered as active,
a valuation technique is used. The decision as to whether a market is active can include,
but is not limited to, consideration of factors such as the magnitude and frequency of
commercial activity, the availability of prices and the magnitude of offers and sales. In
markets that are not active, to guarantee that the transaction price provides evidence of
fair value or to determine the adjustments to the transaction prices that are necessary to
measure the instrument’s fair value, additional work is required during the valuation
process.

The ACP recognizes transfers between levels of the fair value hierarchy at the end of the
period during which the change occurred.
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()

Summary of Significant Accounting Policies, continued
(b) Transactions with related parties

(c)

All transactions with related parties are disclosed based on the established criteria in the
International Accounting Standard (IAS 24) -"Related Party Disclosures". The ACP
considers as a related party, all Government entities and any individual or legal entity that
could be significantly influenced by key ACP personnel or could significantly influence key
ACP personnel that participate in operational or financial decisions or have representation
from the ACP in other decision-making bodies, which may affect the preparation and results
of the ACP's financial statements. This definition includes and considers as a related party:
members of the board of directors and the ACP’s key management personnel, their
relatives, dependents, or close persons, which include the spouse, their children or children
of the spouse, or persons of analogous relationship of affectivity.

Revenue recognition

The ACP utilizes the following five-step model for accounting revenue arising from
contracts with customers: (i) identify the contract(s) with the customer; (ii) identify
performance obligations; (iii) determine the transaction price; (iv) assign the transaction
price to performance obligations to the extent that the contract covers more than one
performance obligation; and, (v) recognize income when performance obligations are met.
Revenue is recognized in an amount that reflects the consideration that ACP expects to
receive in exchange for transferring goods or services to a customer. Depending on
whether certain criteria are met, revenues are recognized: over time, in a way that
represents ACP's performance; or at a point in time, when the control of the goods or
services is transferred to the client. Specific recognition criteria described below are met
before the revenue is recognized:

Toll revenue and other Canal transit services

Toll revenue is recognized at a point in time, when the ship concludes its transit through
the Canal. Toll revenue and other Canal ftransit services such as: tug services,
linehandlers, locomotives, admeasurement services, transit booking fee, pilotage and
among others services are paid in advance, during transit or twenty four (24) hours after
invoice is presented for payment, if all services are secured by a bank guarantee.

Sales of electricity and power

Revenue from the sale of electric energy and power is recognized over time based on
contractual and physical delivery of energy and power valued at contractual rates or at
prevailing spot market rates. Revenue includes unbilled amounts for electricity sales and
installed capacity supplied but not settled at the end of each period, which are recorded at
contractual rates or at estimated prices in the spot market at the end of each period.

Sales of potable water

Revenue from the sale of water is recognized over time when treated water is delivered
based on prices contracted with the Instituto de Acueductos y Alcantarillados Nacionales
(IDAAN).
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()

Summary of Significant Accounting Policies, continued

(d)

(e)

()

Miscellaneous services

Revenue from other services that include leases of communications structures and
buildings, and extraction of raw water, among others, are recognized over time when the
customer simultaneously receives and consumes the benefits provided by the ACP's
activities.

Some long-term concession contracts include the free transfer to the ACP of improvements
built by the concessionaire in exchange for its right of use during the concession period. At
the time of transfer, those improvements are recognized as investment property using the
cost method and depreciated accordingly. A related liability is also recognized for the same
value which is amortized to profit or loss through the concession period using the straight-
line method. Initial cost is assigned by an independent appraiser at the time of initial
recognition.

Interest

Interest accrued on financial instruments measured at amortized cost and financial assets
measured at fair value through other comprehensive income (FVOCI) are recognized using
the effective interest rate, which is the rate that exactly discounts the estimated future cash
payments or receipts throughout the financial instrument expected life to the carrying
amount of the financial asset or liability. Interest income is included in a separate line in
the statement of profit or loss. Interest income includes interest earned net of amortized
premium and discount.

Transfer to the Panamanian Treasury

According to the ACP Organic Law, transfer to the Panamanian Treasury corresponds to
the net profit minus the funds required for contributions to the investment programs and for
other equity reserves approved by the Board of Directors.

Fees paid to the Panamanian Treasury

As mandated by the Panamanian Constitution, fees paid to the Panamanian Treasury,
which corresponds to payments per net ton transit and public service fees, are recognized
when incurred. Also by constitutional mandate, the ACP is not subject to the payment of
taxes, duties, tariffs, charges, rate or tributes of a national or municipal nature, except for
certain public service fees, per net ton transit fees and employer’s contributions related to
social security, educational insurance, and workers’ compensation.

Finance costs

Finance costs that are directly attributable to the acquisition, construction, or production of
qualifying assets, which are assets that necessarily take a substantial period to prepare
them for their intended use are capitalized as part of the cost of the assets, until all or
practically all activities necessary to prepare the asset for its use are completed. All other
finance costs are recognized as expenses in the statement of profit or loss in the period
they are incurred. Finance costs consist of interest and other costs that the ACP incurs in
connection with borrowing contracts.
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()

Summary of Significant Accounting Policies, continued

(9)

(h)

Property, plant and equipment

Property, plant, and equipment held for use, the production or supply of goods or services,
or for administrative purposes, are presented in the statement of financial position at their
acquisition cost or production cost, net of accumulated depreciation and impairment losses.
Replacements and improvements of complete elements that increase the useful life of the
asset or its economic capacity are accounted for as property, plant, and equipment, with
the respective retirement of any replaced element. When different parts of significant
relative value of property, plant, and equipment have different useful lives, they are
accounted for separately. Following the accrual principle, periodic maintenance,
preservation, and repair costs are recognized in profit or loss when incurred. Depreciation
is calculated on the cost values following a straight-line method over the estimated useful
life of the assets. Land on which buildings and other constructions are settled have an
indefinite useful life and, therefore, are not subject to depreciation. The following estimated
useful lives are used to calculate depreciation:

Years Buildings Structures Equipments
3-15 - Asphalt roads Automobiles, trucks,
technological devices
20-50 Concrete, steel Water tanks, floating piers, Locomotives, tugs, dredges,
concrete streets floating cranes
75 - Concrete piers, bridges, range Gates, cranes
towers
100 - Locks structures, dams, dry-dock -

Constructions in progress include all direct charges for materials, labor, research,
equipment, professional fees and indirect costs related to the works. Once these works are
concluded, the construction value will become part of property, plant and equipment and
their depreciation will start. Items of property, plant, and equipment are derecognized when
no future economic benefits are expected from their use or disposal. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the disposal
proceeds and carrying amount of the asset) is included in profit or loss when the asset is
derecognized.

Investment properties

Investment properties are measured at acquisition cost, including other related transaction
costs. After their initial recognition, investment properties are stated at cost applying the
same requirements as for property, plant and equipment.
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Summary of Significant Accounting Policies, continued

(i)

()

(k)

Transfers of investment properties to properties occupied by the owner or vice versa, are
made only when there is a change in the use of the asset, which has been evidenced by:

- The start of the occupation by the ACP, in the case of a transfer of an investment
property to property, plant and equipment.

- The end of the occupation by ACP, in the case of transfer of property, plant and
equipment to investment property.

Depreciation is calculated following a straight-line method over the estimated useful life of
the assets. Land on which buildings and other constructions are settled have an indefinite
useful life and, therefore, are not subject to depreciation. Disbursements due to repairs and
maintenance that do not meet the conditions for asset recognition are recognized as
expense in profit or loss when incurred.

Impairment of non-financial assets

The ACP assesses at the reporting date whether there is an indication that a non-financial
asset other than inventories, may be impaired. If any indication exists, the ACP estimates
the asset’s recoverable amount, defined as the higher of an asset’s fair value less costs to
sell and its value in use. When the asset’s carrying amount exceeds its recoverable value,
the asset is considered as impaired, and it is adjusted to its recoverable value. In assessing
value in use, the estimated future cash flows are discounted to their present value using a
discount rate that reflects current market assessments of the time value of money and the
specific risks to the asset. Determined impairment losses are recognized in profit or loss
accordingly. A previously recognized impairment loss is reversed if there has been a
change in the estimates used to determine the asset’s recoverable amount. The reversal
of an impairment loss is recognized in profit or loss. An impairment loss can only be
reversed up to the carrying amount that would have been determined, net of depreciation,
had no impairment loss been recognized for the asset.

Inventories

Supplies and materials for operations and fuel inventories are shown at the lower of its
acquisition cost and its net realizable value. Inventories are valued using the average cost
method based on purchase cost to suppliers, not exceeding the realizable value, net of
impairment of supplies and materials. The ACP classifies its inventories as non-current
when expected to be used or consumed in the operation after more than twelve (12)
months.

Provisions

Provisions are recognized when the ACP has a present obligation, either legal or
constructive in nature, because of a past event, when it is deemed probable that an outflow
of resources embodying economic benefits will be required to settle the obligation, and a
reliable estimate can be made of the obligation amount.
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Summary of Significant Accounting Policies, continued

()

The amount recognized as a provision must be the best estimate of the disbursement
required to settle the present obligation, at the reporting period, considering the
corresponding risks and uncertainties. When a provision is measured using an estimated
cash flow to settle the present obligation, its carrying amount is the present value of such
cash flow at a rate that reflects current market assessments of time value of money and
the risk specific to the liability. When the recovery of some or all the economic benefits
required to settle a provision is expected, an account receivable is recognized if it is virtually
certain that the income will be received and the amount of the account receivable can be
measured with certainty.

Provision for marine accidents and other claims

The ACP is responsible for recording the provision for marine accidents and for claims from
counterparties as soon as an economic obligation with high probability derived from these
events is known. For marine accidents, when an accident occurs, the ACP performs a
detailed investigation to determine the causes of the accident. Once the causes are
determined, if applicable, a provision is recorded based on the estimated cost of both
permanent and temporary repairs and other related costs, which the Administration
concludes are the responsibility of the ACP. On each reporting date, the amount of the
provision is reviewed and, if necessary, adjusted to reflect the best estimate at that time.

In the case of contractors and other counterparties, when disputes arise due to the
execution, interpretation or termination of a contract, it is first required that the contracting
officer assess and determine if the claim has merit and, if so, estimate the probable amount
of the obligation to try to reach an agreement with the counterparty. If an agreement is not
reached, the contracting officer documents the result of this negotiation, recognizes a
provision for the obligation and the parties go through an administrative dispute resolution
process agreed to in the contract. In some contracts, arbitration in law is established as the
jurisdictional instance for the resolution of disputes.

The ACP will make the corresponding payment of the claims whose merit is duly supported
and accepted by the ACP in its administrative stage or in the judicial stage according to
Article 69 of the Organic Law or in compliance with a final decision executed by the maritime
courts. In those cases, in which the ACP could be liable because of a claim for a contract,
if it contains an arbitration clause, the claim will be resolved by the mechanism and
arbitration center established in the respective contract. If there is no arbitration clause in
the contract, the case will be resolved by the Third Chamber of the Panamanian Supreme
Court of Justice.
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Summary of Significant Accounting Policies, continued
(m) Employee benefits

(n)

Six bargaining units cover ninety three percent (93%) of the ACP workforce, each
represented by unions and with collective bargaining unit agreements that are periodically
negotiated. The remaining seven (7%) corresponds to personnel excluded from collective
bargaining unit agreements. As of September 30, 2021, the following five (5) agreements
are being negotiated:

Collective bargaining % of Expected

union agreement workforce Starting date completion date
Non-professional 83.1 Fiscal year 2019 Fiscal year 2022
Professional 1.9 Fiscal year 2019 Fiscal year 2022
Captains and Deck

Officers 22 Fiscal year 2020 Fiscal year 2022
Marine Engineers 23 Fiscal year 2020 Fiscal year 2022
Firefighters 0.8 Fiscal year 2021 Fiscal year 2022

The Panama Canal Pilots agreement (comprises 2.7% of workforce) will continue in effect
until the end of calendar year 2023.

Voluntary retirement plans

The ACP provides two unfunded defined benefit plans for voluntary retirement of
employees. The cost of providing these benefits is determined annually by a qualified
actuary using the projected unit of credit method. Actuarial gains and losses are fully
recognized in the period in which they occurred in other comprehensive income. The
liability for defined benefits comprises the present value of both, the actual and constructive
obligations of defined benefits. Under IAS 19, the ACP determines the net interest expense
on the net defined benefit liability for the period by applying the discount rate used to
measure the defined benefit obligation at the beginning of the year, considering any
changes in the benefit liability during the period because of benefit payments and other
criteria.

For defined benefit plans for the voluntary retirement of employees, an actuarial liability is
recognized not only for the legal obligation under the formal terms of the plan, but also for
the implicit projections of constructive nature arising from expectations created by informal
practices.

Defined benefit contribution plan

Retirement benefits for employees are provided through a defined contribution plan through
the Social Security Administration (Caja de Seguro Social) which assumes responsibility
for retirement. Contributions are made based on parameters established by the Organic
Law of that institution. The ACP does not assume responsibility or obligation other than the
payment determined by Law.

Reimbursement right of ACP

The ACP's right to reimbursement is an insurance policy that guarantees 100%
reimbursement to the ACP of all benefits paid to employees as an incentive for voluntary
retirement. It is recognized at fair value as a separate asset when it is virtually certain that
a third party will reimburse some or all the disbursements required to settle a defined benefit
obligation.
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Summary of Significant Accounting Policies, continued

()

Changes in the carrying amount of the right to reimbursement are disaggregated and
recognized in the same way as for changes in the carrying amount of the related obligation
plan. The components of defined benefit cost are recognized net of changes in the carrying
amount of the right to reimbursement. The carrying amount of the right to reimbursement
to the ACP, arising from an insurance policy that exactly matches the amount and timing
of some or all defined benefits payable in terms of a defined benefit plan, is considered the
present value of the related constructive actuarial obligation, subject to any reduction
required if the reimbursement is not fully recoverable.

Financial assets and liabilities

Financial assets

Financial assets are recognized initially at fair value, normally being the transaction price.
In the case of financial assets not at fair value through profit or loss, directly attributable
transaction costs are also included. The subsequent measurement of financial assets
depends on their classification, as set out below.

Financial assets are classified as measured at amortized cost and at fair value through
other comprehensive income. The classification depends on the business model for
managing the financial assets and the contractual cash flow characteristics of the financial
asset.

Financial assets measured at amortized cost

Financial assets are classified as measured at amortized cost when they are held in a
business model the objective of which is to collect contractual cash flows and the
contractual cash flows represent solely payments of principal and interest. Such assets are
carried at amortized cost using the effective interest method if the time value of money is
significant. Gains and losses are recognized in profit or loss when the asset is
derecognized or impaired and when interest is recognized using the effective interest
method. This category of financial assets includes accounts receivable and bank deposits.

Financial assets measured at fair value through other comprehensive income
(FVOCI)

Financial assets are classified as measured at fair value through other comprehensive
income when they are held in a business model the objective of which is both, to collect
contractual cash flows and sell the financial assets, and the contractual cash flows
represent solely payments of principal and interest. This category of financial assets
includes debt instruments not classified as financial instruments at fair value through profit
and loss or at amortized cost. After the initial recognition, these assets are subsequently
measured at fair value. Interest income calculated under the effective interest method and
impairment are recognized in the statement of profit or loss. Other net gains and losses are
recognized in the statement of profit or loss. Unrealized gains or losses are reported as net
increases or decreases in other comprehensive income in the statement of changes in equity
until they are realized.

Derivatives designated as hedging instruments in an effective hedge

Derivatives designated as hedging instruments in an effective hedge are carried on the
statement of financial position at fair value. The treatment of gains or losses arising from
revaluation is further described in the accounting policy for hedge accounting.
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Summary of Significant Accounting Policies, continued

Cash equivalents

Cash equivalents are short-term highly liquid investments that are readily convertible to
known amounts of cash, are subject to insignificant risk of change in value and generally
have a maturity of three months or less from the date of acquisition. Cash equivalents are
classified as financial assets measured at amortized cost.

Evaluation of the business model
The evaluation at the portfolio level and the objective of the business model that applies to
the financial instruments of these portfolios include the following:

- The policies and objectives set for the portfolio and the operation of those policies in
practice that include the Administration’s strategy relating to:
(i) collecting contractual interest income
(i) maintaining a defined interest yield profile
(iii) capacity to sell at any time for liquidity needs or to optimize the risk / return
profile of a portfolio based on interest rates, risk margins, current duration and
the defined goal.
- The way in which the ACP Senior Management team and Board of Directors are
informed about the behavior of the different portfolios;
- Therrisks that affect the performance of the business model (and the financial assets
held in the business model) and the way in which these risks are managed;
- The frequency and value of sales in previous periods, the reasons for those sales
and expectations about future sales activity.

Evaluation of whether contractual cash flows are solely payments of principal and
interest (SPPI)

For this evaluation, Principal is defined as the fair value of the financial asset at the time of
initial recognition. Interest is defined as the consideration of the value of money over time
and the credit risk associated to the amount of the outstanding principal for a particular
period and for other risks consistent with a basic loan agreement and other associated
costs, as well as the profit margin. In assessing whether contractual cash flows are solely
payments of principal and interest, the ACP focused on the contractual terms of the
instrument. This evaluation considered, among others:

- Contingent events that could change the amount and / or periodicity of cash flows

- Leverage conditions;

- Advance payment terms and extension;

- Terms that limit the ACP to obtain cash flows from specific assets (example, asset
agreements without resources); and

- Characteristics that modify the considerations for the value of money over time
(example, periodic review of interest rates).
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