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INDEPENDENT AUDITOR’S REPORT
To the Members of Corporation of Hamilton
Opinion

We have audited the financial statements of Corporation of Hamilton (the “Corporation™), which comprise the statement
of financial position as at December 31, 2025, the statements of operations, changes in accumulated surplus, changes
in net debt 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
Corporation as at December 31, 2025, and its financial performance and its cash flows for the year then ended in
accordance with Public Sector Accounting Standards generally accepted in Bermuda and Canada ("PSAS™).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (“ISA”). 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 Corporation in accordance with the International Ethics Standards Board for
Accountants Internaticnal Code of Ethics for Professional Accountants (including International Independence Standards)
(*IESBA Code") together with the ethical requirements that are relevant to our audit of the financial statements in
Bermuda, 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.

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
PSAS, and for such internal control as management determines is necessary to enable the preparation of financiat
statements that are free from material misstatement, whether due to fraud or error,

In preparing the financial statements, management is responsible for assessing the Corporation'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 management either intends to liquidate the Corporation or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Corporation's financial reporting process.
Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reascnable 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
1SA 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.

© 2025 KPMG Audit Limited, a Bermuda limited liability company and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limiled, a
private English company limited by guarantee. All rights reserved.
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As part of an audit in accordance with ISA, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

*  |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 cotlusion, 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
Corporation's internal control.

= Evaluate the appropriateness of accounting policies used and the reascnableness of accounting estimates and
related disclosures made by management.

»  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 refated to events or conditions that may cast
significant doubt on the Corporation'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 moedify our opinion. Our cenclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions may cause the
Corporation to cease to continue as a going concern.

»  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.

KPMG Audit Limited

Chartered Professional Accountants
Hamilton, Bermuda
June 29, 2026

© 2026 KPMG Audit Limited, a Barmuda limited liability company and a member firm of the KPMG global organisation of independent merviber firms affiliated with KPMG Intemational Limiled, a
private English company limited by guarantee. All rights reserved.



CORPORATION OF HAMILTON
Statement of Financial Position

December 31, 2025
{Expressed in Bermuda Dolfars)

Financial assets

Cash and cash equivalents

Short-term deposits

Restricted cash — Clarien Reserve {Note 6)
Accounts receivable, net (Notes 3 and 10)

Total financial assets
Liabilities
Accounts payable and accrued liabilities (Notes 4 and 10)
Due to Mexico Infrastructure Finance LLC {Notes 2 {a) (ii) and 13}
Long-term debt {Note 6)
Asset retirement obligation (Note 11)

Pension plans and other post-retirement benefits (Note 7)

Total liabilities

Net debt

Non-financial assets

Tangible capital assets, net (Notes 5 and 9) 76,420,525
Inventory of materials and supplies 137,559
Prepaid expenses 72214

Total non-financial assets 76,630,298
Accumulated surplus $ 62,666,660
The accompanying notes are an infegral part of the financial statements.
Signed on behalf of the Corporafion of Hamilton:

!
-~ Michael Branco, Mayor
\\__‘_______._F,,f
7?&1.» Tanya Iris, Chief Financial Officer
haan
\ 1 Dwayne A. Caines, JP. Chief Executive Cfficer/City Secretary
H___..f’ - i

2025

3 1,813,621

1,186,674
1,018,664
1,455,641

5,574,600

10,744,905
8,192,498
81,700
518,135

19,638,238

(13,963,638)

2024

$ 2,221,867

1,166,330

1,677,840

4,966,037

10,039,460
8,200,000

81,700
548 673

18,869,833

(13,903,796)

75,263,609
117,777
72272

75,453,658

61,549,862




CORPORATION OF HAMILTON
Statement of Operations

For the Year Ended December 31, 2025
(Expressed in Bermuda Dollars)

Revenue

Property taxes

Goods wharfage (Note 3)
Car parking fees

Sewage disposal contracts
Rents from properties
Other permit and license fees
Sewage tax

Dock charges

Ships wharfage
Miscellaneous

City Hall rents

Interest

Total revenue (Note 12)

Expenditures

Administrative and general expenses
Sanitation services

Street operations and maintenance
Works depot expenses

Parks and gardens maintenance
Wharf operations and maintenance
Car parks expenses

City Hall maintenance

Sewerage operations and maintenance
Interest and finance charges
Property maintenance

Asset retirement (credit} (Note 11)
Bad debt (credit) expense

Total expenditures {Notes 8 and 12}

Due to Mexico Infrastructure Finance LLC (Note 13)

Excess of revenue over expenditures

Budget Actual
2025 2025
(Note 2(b}}
$ 8,577,192 $ 8,537,368
8,040,000 8,672,513
5,064,481 5,637,365
2,440,072 2,436,416
957,778 1,123,084
413,380 578,819
435,528 0 425,936
300,000 409,511
295,200 228,439
191,468 110,768
115,000 53,052
42600 27.800
26,872,699 28,241,071
8,258,187 8,352,779
4,046,351 3,916,722
3,256,879 3,020,222
3,282,836 3,408,222
2,094,581 1,901,563
1,544,850 1,659,349
1,574,585 1,323,620
1,187,849 1,271,036
857,080 921,571
937,750 1,014,974
265,350 345,704

200 (11.489)

27,306,498 27,124,273

$ {433,798} $ 1,116,798

The accompanying nofes are an integral part of the financial statements.

Actual
2024

$ 8,594,538
8,052,203
5,226,188
2,435,629
1,068,288

439,169
419,397
340,212
279,037
234,956

80,795

_ 53084

27,223,506

10,240,375
4,039,908
3,015,902
3,196,819
1,925,655
1,622,261
1,512,935
1,074,934
1,042,507

242,564
267,549
(24,193)
143.819)

28,013,397

(14,272,725)

$ 13,482,834




CORPORATION OF HAMILTON
Statement of Changes in Accumulated Surplus

For the Year Ended December 31, 2025
{Expressed in Bermuda Dollars}

Accumulated surplus, beginning of year
Excess of revenue over expenditure

Accumulated surplus, end of year

The accompanying notes are an infegral part of the financial statements.

8

$

025

61,549,862
1.116.768

62,666,660

$

$

2024

48,067,028
13,482 834

61,549,862




CORPORATION OF HAMILTON
Statement of Changes in Net Debt

For the Year Ended December 31, 2025
(Expressed in Bermuda Doliars)

Excess of revenue over expenditures

Acquisition of tangible capital assets, net
Amortization of tangible capital assets, net
Acquisition of inventory

Consumption of inventory

Acquisition of prepaid expenses
Cansumption of prepaid expenses

{Increase) decrease in net debt
Net debt, beginning of year

Net debt, end of year

The accompanying notes are an integral part of the financial stafements.

$

025

1,116,798

(4,051,286}
2,894,370

(584,307)
564,525

(422,423)

422,481

(59,842)

(13.803,796)

(13,963,638}

2024

$ 13,482,834

3

(3,864,664}
2,727,973
(656,638}
658,101
(403,910)
400.579

12,344,275

_ (26.248.071)

{13,903,796)




CORPORATION OF HAMILTON
Statement of Cash Flows

For the Year Ended December 31, 2025
(Expressed in Bermuda Dollars)

2025 2024
Cash flows from operating activities
Excess of revenue over expenditures $ 1,116,798 $ 13,482,834
Adjustment for non-cash and other items:
Interest expense on long-term debt 579,552 -
Amortization of tangible capital assets, net 2,894,370 2,727,973
Decrease in asset retirement expense - (24,193)
Decrease in due to Mexico Infrastructure Finance LLC {8,200,000) {14,272,725)
Changes in non-cash working capital balances:
Decrease in accounts receivable 122,199 388,015
Increase in accounts payable and accrued liabilities 705,445 1,245,070
Decrease in pension plans and other post-retirement benefits (29,538) (75,865)
{Increase) decrease in inventory of materials and supplies (19,782) 1,463
Decrease (increase) in prepaid expenses 58 (3.331)
Cash (used in) from operating activities {2,830,898) 3,469,241
Interest paid on long-term debt (579 552) -
Net cash (used in) from operating activities {3,410,450) 3,469,241
Cash flows from investing activities
Net investment in short-term deposits (20.344) 784 766
Net cash {used in) from investing activities (20,344) 794,766
Cash flows from capital activities (Note 16)
Acquisition of tangible capital assets, net (4.051.286) (3.864.664)
Net cash used in capital activities (4,051,286) (3,864,664)
Cash flows from financing activities
Repayment of long-term debt {principal} (269,321) -
Proceeds from long-term debt 8,461.819 -
Net cash generated from financing activity 8,192,498 -
Net (decrease) increase in cash and cash equivalents (710,418) 399,343
Cash and cash equivalents, beginning of year 2.221.867 1822 524
Cash and cash equivalents, end of year* 3 2,932,285 $ 2,221,867
Supplemental cash flow disclosure:
Interest received for the year $ 28,254 $ 50,101

*The cash flow statement reflects total cash and cash equivalents, including resfricted cash balances
The accompanying notes are an integral part of the financial statements.
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CORPORATION OF HAMILTON

Notes to the Financial Statements

For the Year Ended December 31, 2025
{Expressed in Bermuda Dollars)

(a)

General

The Corporation of Hamilton (the “Corporation”) is responsible for the provision of certain municipal services
within the boundaries of the City of Hamilton (the “City"} in accordance with the Municipalities Act 1923 (the
“Act’) as subsequently amended (Note 14). The principal sources of revenue include property taxes, goods
wharfage, sewage disposal and car parking fees. The various expenditures related to sanitation, sewerage,
wharfs, parks, properties, streets, finance and City Hall are managed in accordance with approved budget
by the CEQ and his executive management teams.

Significant accounting policies

These financial statements have been prepared in accordance with Public Sector Accounting Standards
generally accepted in Bermuda and Canada (“PSAS") as provided by the Public Sector Accounting Board
{(“PSAB") of the Chartered Professional Accountants of Canada {“CPA Canada”). The following are the
significant accounting policies adopted by the Corporation:

Basis of preparatiorn

() Use of estimates

The preparation of financial statements in accordance with PSAS requires management to make estimates
and assumptions that affect the reported amounts of assets and liabitities and the disclosure of contingent
assets and liabilities at the date of the financial statements, and the reported amounts of revenue and
expenditures for the year. Actual amounts could differ from those estimates. Significant areas requiring the
use of management estimates and assumptions are described in the following notes:

= Note 2{f) — the measurement of pension plans and other post-retirement benefits
= Note3 — the recoverability of accounts receivable

= Note 11 — the estimate and timing of asset retirement obligations

=  Notes 13 — the estimate of accrued and contingent liabilities

(i Going concemn
Legal proceedings by MIF against the Corporation

Mexico Infrastructure Finance LLC (“MIF™) obtained a summary judgment in the amount of US$18 million
against the Corporation on May 27, 2015, (see Note 13} under a guarantee given by the Corporation for a
loan to Par-la-Ville Hotel and Residences, Ltd (“PHRL”). MIF sought enforcement of the %18 million
judgment debt against the Corporation and PHRL that may lead fo uncertainty about the Corporation’s
ability to continue as a going concern, if forced to repay this debt out of current income. The judgement was
set aside by the Bermuda Supreme Court in May 2015, the Court of Appeal in May 2017 and the Privy
Council in January 2019 on the basis that the Corporation acted ultra vires (see Note 13).

MIF started additional legal proceedings against the Corporation in the Supreme Court of the State of New
York on this matter (see Note 13). The case was later transferred to the U.S. District Court for the Southem
District of New York. On July 5, 2023, the US District court ruled in favor of MIF and against the
Corporation. The court determined that MIF was entitled to recover $22,472,725 from the Corporation. The
Corporation was required to record this potential liability in the financial statements as an expense for the
year ended December 31, 2023. Legal advice was sought an whether this was enforceable in Bermuda
given the Privy Council decision in January 2019. The Corporation appealed against the U.S. ruling. That
judgment, if enforced, raised substantial uncertainty regarding the Corporation’s ability to continue as a
going concern, given the absence of committed funding at that time.




CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dollars}

2.

Significant accounting policies (continued)

(a) Basis of preparation (continued)

(i) Going concern (continued)
Legal proceedings by MIF against the Corporation (continued}

Following mediation in October 2024, the Corporation and MIF reached a full and final settlement of all
disputes. Under the terms of the settlement, the Corporation agreed to make a one-time payment of $8.2
million in exchange for the retrieval of property deeds and the conclusion of all legal proceedings in both
Bermuda and the United States.

To fund the settlement, the Corporation obtained a long-term debt of $8.75 million from Clarien Bank on
February 25, 2025. The longterm debt is repayable over a 10-year pericd through fixed monthly
instalments,with a balloon payment of the remaining balance due at the end of the term and is secured
against the Corporation’s revenues from car parking and ships wharfage. The Corporation has budgeted for
these repayments in its long-term cash flow forecasts (Note 6).

Assessment of future cash flows and financial position

Management has assessed the Corporation’s ability to continue as a going concern for a period of at least
eighteen months from the date of approval of the financial statements. In performing this assessment,
management considered cash flow projections, including actual results to date, the Corporation’s expected
operating performance, and the servicing requirements of the Clarien Bank long-term debt. The Corporation
maintains stable and predictable revenue streams which are sufficient to support operating and financing
costs. In addition, the Corporation maintains cash balances and shori-term deposits which are available to
support liquidity, subject to any related resfrictions.

A liability of $7,297.421 due to the Government of Bermuda (“Government’) for tipping fees remains
unresolved (Note 4). Management intends to negotiate settlement terms with the Government in a manner
that supports the continued operation of the Corporation, consistent with prior historical arrangements
involving Government balances. Based on the absence of any curent repayment terms and given that this
liability has remained outstanding for an extended period without enforcement action, management has not
assumed immediate full setilement of this liability within the assessment period. The ultimate settlement of
this liability is subject to future discussions with the Govemment; however, management expects that any
resolution would be structured in a manner that does not require immediate settiement in full and allows the
Corporation to continue its operations.

While the Corporation relies on certain assumptions, including the successful negotiation of the tipping fee
liability and continued stability of revenues, management does not consider it reasonably likely that these
assumptions will not be achieved within the assessment period. However, if these assumptions were not
realized, this could result in material adjustments to the Corporation’s cash flows and financial position in
future periods. Management has identified that capital expenditure represents the primary area of cost
flexibility, as the majority of operating costs are required to maintain essential services. Accordingly,
discretionary capital expenditure may be deferred or reduced, if required, to preserve liquidity within the
assessment period.

Based on this assessment, the Corporation is satisfied that it has adequate resources to continue in
operational existence for the foreseeable future, and that no material uncertainties exist that may cast
significant doubt on its ability to continue as a going concerin for the period of at least eighteen months from
the date of approval of the financial statements.




CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dollars)

(a)

(b)

{c)

Significant accounting policies (continued)
Basis of preparation (continued)
(i} Municipalities Amendment Act

As explained in Note 14, in March 2018 the Government of Bermuda passed the Municipalities Amendmenit
Act which announced changes to the Act, and on March 13, 2019 the Municipal Reform Act 2019 (the
“Reform Act”) was passed in the Bermuda House of Assembly but was defeated in the Senate on March
22, 2019. in July 2020, the Govemment of Bermuda announced that it intends to continue with the
proposed implementation of the Reform Act or similar new legistation.

In March 2019 the Corporation filed a court case with the Bermuda Supreme Court on the basis that prior
amendment acts, and the proposed Reform Act infringe upon the constitutional rights of the Corperation.
The Supreme Court rejected that claim in a judgement handed down on March 31, 2021.

An appeal filed by the Corparation in May 2021 was dismissed in March 2022 by the Court of Appeal. In
March 2022 the Corporation fited a notice of appeal with the Privy Council in London. The case was heard
on December 11 and 12, 2024.The Privy Council dismissed the Corporation of Hamilton's claim in the
judgement given on October 8, 2025. In March 2026 the Municipalities Reform Act 2026 was approved in
the House of Assembly but defeated in the Senate. The legislation can be brought back to the House of
Assembly in March 2027 and passed without going back to the Senate.

Whilst the legislation may impact the legal form of the entity, management has assessed that the
Corporatiot’s core operations and revenue-generating activities are not expected to be materially affected
within the going concern assessment period. This assessment is based on currently available information
and the status of legislative developments. Accordingly, management does not congider that the matters
relating to the potentiai amendments to the legislation result in a material uncertainty related to going

congcern.

Revenues

Revenue is recognized in accordance with Section PS 3400, Revenue, and is measured at the amount of
consideration to which the Corporation expects to be entitled. Revenue is recagnized on an accrual basis
and is accounted for based on whether the transaction includes a performance obligation. For transactions
with performance obligations, revenue is recognized when {or as) the Corporation satisfies the performance
obligation by providing the promised goods or services to the customner, which generally occurs when
services are rendered or access to services is provided (including wharfage, parking fees, sewage disposal
contracts, rental income, dock charges, and permit and license fees). For transactions without performance
obligations, revenue is recognized when the Corporation has the authority to claim or retain an inflow of
economic resources and identifies a past transaction or event that gives rise to an asset {including property
taxes and sewage taxes), which typically occurs when the taxable event has taken place and the amounts
are authorized to be collected. Amounts received in advance of the refated goods or services being
provided are recorded as deferred revenue and recognized as revenue when the related performance

obligations are satisfied.

Budget information

Budget information approved by the Corporation and the Minister responsible for the Municipalities on
January 7, 2026 is presented using a basis consistent with that used for the actual results.
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CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dollars)

2,

(d)

(e}

Significant accounting policies (continued)
Expenditures

Expenditures are recorded on the accruals basis in the period in which the goods or services are acquired,
or a liability Is incurred.

Non-financial assets

Non-financial assets are not available to discharge existing liabilities and are held for use in the provision of
services. They have useful lives existing beyond the current year and are not intended for sale in the
ordinary course of operations

(i) Tangible capital assets

Tangible capital assets are recorded at cost which includes amounts that are directly attributable to the
acquisition, construction, development, or betterment of the asset. The costs, less residual values, of the
tangible capital assets, excluding land, are amortized on a straight-line basis over their estimated useful
lives as follows:

Assets Useful life — Years
Betterments 50
Land improvements 50
Buildings 40-100
Fixed plant and equipment 3-50
Mobile plant and equipment §-15
Roads 100
Sewer lines 40-100
Wharfs 75

Annual amortization is charged in the year of acquisition and in the year of disposal. Land is not amortized.
Assets under construction are not amortized until the asset is available for productive use.

Subsequent expenditures incurred after the assets have been put into operation, such as repairs and
maintenance and overhau! costs, are charged to the statement of operations in the period the costs are
incurred. However, expenditures that result in an increase in the future economic benefit in excess of the
originally assessed standard of performance of the existing asset are capitalized as an additional cost of
tangible capital assets. When assets are sold or retired, their cost, accumulated amortization and
accumulated impairment losses are eliminated from the financial statements and any resulting gain or loss
is included in the statement of operations of such period.

Contributions of tangible capital assets
Tangible capital assets received as contributions are recorded at their fair values at the date of receipt and
are also recorded as revenue.

Works of art and cultural and heritage assets
Works of art and cultural and heritage assets are not recorded as tangible capital assets in these financial
statements.

11



CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dollars)

M

Significant accounting policies (continued}
() Tangible capital assets (confinued)

Methods used for determining the cost of each major category of tangible capital assets

The financial information recorded includes the actual or estimated historical cost of the tangible capital
assets. When historical cost records were not available, other methods were used to estimate the costs and
accumulated amortization of the assets. The Corporation applied a consistent method of estimating the
replacement or reproduction cost of the tangible capital assets for which it did not have historical cost
records, except in circumstances where it could be demonstrated that a different method would provide a
more accurate estimate of the cost of a particular type of tangible capital asset. After defining replacement
or reproduction cost, the Canada Non-residential Building Construction Price Index formulated by Statistics
Canada was used as a resource for determining appropriate indices in order to deflate the replacement or
reproduction cost to an estimated historical cost at the year of acquisition.

(i) Invenfories

Inventories are comprised of supplies and materials to be used to maintain properties and other assets of
the Corporation and are valued at the lower of average cost and net realizabls value.

(i) Leases
The Corporation as lessor

Costs, including amortization, incurred in earning lease income are recognized as an expense. Lease
income (excluding receipts for services provided such as insurance and maintenance) is recognized on a
straight-line basis over the lease term. Lease income s recorded in rents from properties in the statement of

operations.
(iv) Impairment of non-financial assets

At each statement of financial position date, tangible capital assets, net, and other long-lived assets are
reviewed for impairment whenever events or circumstances indicate that a tangible capital asset no longer
contributes to the Corporation’s ability to provide goods and services, or that the value of future economic
benefits associated with the tangible capital asset is expected to be less than its net book value on a
permanent basis. The excess is recognized as impairment loss in the statement of operations and the
assets are written down to their residual value, or a revised estimate of the value of the asset’s remaining

service potential.
Pension plans and other post retirement benefits

The Corporation sponsors a defined contribution pension plan covering all eiigible employees. The cost of
this plan is expensed as eamed by the employees. The Corporation makes monthly contributions in
accordance with the plan agreements to the employees’ individual accounts, which are administered by an
insurance company—pursuant to and in accordance with the National Pension Scheme {Occupational
Pensions) Act 1998 and applicable amendments thereto and regulations.

12



CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dollars)

0

(@

th)

(i)

(i

Significant accounting policies (continued)
Pension plans and other post retirement benefits (continued)

The Corporation sponsors a defined benefit plan for post-retirement medical healthcare benefits of its
eligible former employees. The Corporation closed this plan for new members with effect from August 2008.
The Corporation pays 50% of the total premiums due to the insurer with the remainder being assumed by
the insured. The cost of accrued retirement benefit obligations is actuarially determined and represents the
Corporation’s share of the present value of future premiums for former employees over their expected lives.
Actuarial gains and losses on the accrued retirement benefit obligation arise from differences between
actual and expected experience and from changes to actuarial assumptions used to determine the accrued
benefit obligation. Actuarial gains and losses on the accrued benefit obligation are recognized over the
average remaining life of the former employees.

The expenses related to these plans are included in wages, salaries and benefits (Notes 7, 8 and 12).
Financial instruments

The Corporation's financia! instruments consist of cash and cash equivalents, accounts receivable,
accounts payable and accrued liabilities The Corporation does neot use financial instruments for trading or
speculative purposes.

Cash and cash equivalents and short-ferm deposits

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid investments that
are readily convertible to known amounts of cash with original maturities of three months or less from dates
of acquisition and that are subject to an insignificant risk of changes in value. Shor-time deposits are
represented by deposits with an original maturity of greater than three months, which mature within twelve
months after the financial year end date. Included in short-term deposits is cash internally designated for
sewage projects only of $327,944 (2024 - $327,944).

Receivables

Receivables are recognized and carried at their original values or invoice amounts as reduced by
appropriate allowances for doubtful accounts,

Bad debts, if any, are written off during the year.

Aflowance for doublful accounts

The Corporation provides an allowance for doubtful accounts when there is evidence that the Corporation
will not be able to collect all amounts due according to the original terms of receivables. The amount of

provision is equal to the estimated collection losses based on past collection experience and management's
review of the current status of the long-outstanding receivables.

13



CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dolfars)

(k)

()

Significant accounting policies (continued)
Payables and provisions

Payables are stated at their original values.

The Cormporation recognizes a provision if a present obligation has arisen as a result of a past event,
payment is probable, and the amount can be measured reliably. The amount recognized is the best
estimate of the expenditure required to settle the present obligation at the statement of financial position
date, that is, the amount the Corporation would rationally pay to settle the obligation to a third party.

Related parties

Parties are considered related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions. Corporation members, officers,
associates or companies and other related interests that directly or indirectly control or are controlled by or
under common control are considered related parties. The changes to the Municipalities Act in March 2018
created a related party relationship between the Corporation and the Government of Bermuda (see Note

13).

The implementation of the Municipal Reform Act 2019 has been delayed until March 2027 (Note 2).
Therefore, the future impact on the refationship with the Government of Bermuda is not currently known.

{m) Foreign currency transactions

(n)

Transactions involving forelgn currency are converted into Bermuda dollar equivalents using rates of
exchange in effect at the time of the transactions.

Asset refirement obligations

Asset retirement obligations {*ARQO") are costs expected to be incurred as a result of the retirement or
disposal of a tangible capital asset ("TCA"). An ARO is recognized on the statement of financial position

when all of the following criteria are met:

{a) There is a legal obligation to incur retirement costs in relation to a tangible capital asset;
{b) The past transaction or event giving rise to the liability has occurred;

{c) Itis expected that future economic benefits will be given up and,

{(d) A reasonable estimate of the amount can be made.

The ARO liability for the Corporation stems from the removal of asbestos in several of the buildings cwned
by the Corporation which were built before 1991. The ARO liability for removal of asbestos has been
caloulated based on estimated future expenses on the asbestos removal.

For certain infrastructure assets containing asbestos, where the materials remain in use and undisturbed
and management does not expect that retirement activities will be undertaken in the future therefore no
liability is recognized as the criteria for recognition that have not been met. The Corporation reviews its
asset retirement obligations at each reporting date and reassesses its estimates and assumptions. (Note

11).
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(0)

)

{q)

)

(s)

Significant accounting policies {continued})
Segment disclosures

A segment is defined as a distinguishable activity or group of activities of a government for which it is
appropriate to separately report financial information to achieve the objectives of the standard. The
Corporation has adopted Section PS 2700 Segment Disclosures and has provided definitions of segments
used by the Corporation as well as presented financial information in segmented format in Note 12.

Public Private Partnerships

PS 3160, Public Private Partnerships, provides standards for accounting and reporting infrastructure assets
and liabilities arising from public private partnership (P3) arrangements in the public sector. It applies to
arrangements where a public sector entity collaborates with a private sector partner to design, build,
acquire, or improve infrastructure; finance the project beyond its readiness for use; and operate and/or
maintain the infrastructure. The standard requires recognition of the infrastructure asset and a
corresponding liability when the public sector entity controls the asset's purpose, use, and residual interest,
and expects to benefit from its service potential while being exposed to related risks. The asset is initially
measured at cost, representing its fair value at the recognition date, and subsequently amortized over its
useful life. The liability is measured based on the nature of consideration provided to the private partner,
following either the financial liabitity mode! or the user-pay model. There is no impact of this standard for the
year ended December 31, 2025.

Purchased Intangibles

PSAB issued section PSG-8 Purchased Infangibles in November 2020. The new standard explains the
scope of the intangibles now allowed to be recognized in financial statements given the removal of the
recognition prohibition relating to purchased intangibles in Section PS 1000. It explains what a purchased
intangible is and provides guidance on the recognition of, accounting for, and classification of purchased
intangible assets that are within the scope of PSG-8.

Effective January 1, 2024, the Corporation adopted PSG-8 on a prospective basis. The implementation of
this standard did not require the Carporation to reflect any adjustments to these financial statements.

Long-term debt

Long-term debt is initially recorded at fair value, net of directly attributable transaction costs. Subsequently,
long-term debt is measured at amortized cost using the effective interest rate method. The carrying amount
reflects the outstanding principal, adjusted for repayments, and the amortization of any transaction costs,
premiums or discounts over the term of the debt. Interest expense is recognized in the statement of
operations using the effective interest rate method.

Future accounting standards

These standards and amendments were not yet effective for the year ended December 31, 2025, and have
therefore not been applied in preparing these financial statements. Management is currently assessing the
impact of these standards on the future financial statements.

The conceptual framework for financial reporting in the public sector was revised and 2024- 2025 Annual
Improvements to Public Sector Accounting Standards ("PSAS") were issued. The PSAB approved
amendments providing terminology updates to align various sections of the PSAS Handbook with PSAB's
Conceptual Framework and Reporting Model. These revisions and amendments are effective for fiscal
years beginning on or after April 1, 2026 (the COH's December 31, 2027 year end).
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(s)

Significant accounting policies {continued)
Future accounting standards (continued)

PS 1202, Financial Statement Presentation, will replace the current section PS 1201. This guideline is
effective for fiscal years beginning on or after April 1, 2026 (the COH's December 31, 2027 year end).

PS 3251, Employee Benefits, will replace the current sections PS8 3250 and P$ 3255, The proposed section
is currently pending final approval, with an expected effective date of April 1, 2029 (the COH's December

31, 2030 year end).

PS 3150, Tangible Capital Assets. The PSAB has issued amendments related to PS 3150 in May 2025 as
a result of implementing its Government Not-for-Profit Strategy, which incorporates the PS 4200 series into
public sector accounting standards with potential customization. The amendments to this section are
effective for fiscal periods beginning on or after April 1, 2030 (the COH's December 31, 2031 year end).

PS 3155, Intangible Assets, will replace the current section PSG-8, Purchased Intangibles. The proposed
section is currently pending final approval and an effective date for the proposed standard is currently not

known.

PSG 2, The Public Sector Accounting Board has issued amendments to PSG-2 to update and clarify
guidance related to lesses accounting for operating [eases of tangible capital assets. The amendments
introduce new paragraphs PSG-2.4A to 4C, which set out minimal requirements for accounting for
operating leases, and include related editorial updates. These amendments do not represent a change in
accounting practice. This guideline is effective for fiscal years beginning on or after April 1, 2026 (the COH's
December 31, 2027 year end).

Elevation of GAAP designation of application guidance- Amendments have been issued to specify the level
of generally accepted accounting principles (GAAP) applicable to certain application guidance appendices
within the PSA Handbook, including those related to PS 3400 revenue, PS 3410 government transfers, PS5
3450 financial instruments, and PS 4270 disclosure of allocated expenses. These changes clarify the
authoritative status of such guidance within the GAAP hierarchy. This guideline is effective for fiscal years
beginning on or after April 1, 2026 (the COH's December 31, 2027 year end).

Annual improvements to PSAS-The Public Sector Accounting Board has proposed amendments to update
terminology and align various sections of the PSA Handbook with the Conceptual Framework and
Reporting Model. These revisions and amendments are effective for fiscal years beginning on or after April
1, 2026 (the COH's December 31, 2027 year end).

Accounts receivable

Accounts receivable of $1,455641 (2024 - $1,577,840) are shown net of an allowance for doubtful
accounts of ($751,342) (2024 -$817,000). Included within accounts receivable is an amount due from the
Government of Bermuda of $660,162 (2024 - $612,792) relating to goods wharfage revenue.

The Government of Bermuda collects goods wharfage on imported goods unloaded at the Hamilton docks
and remits this to the Corporation monthly. The Corporation records this as goods wharfage revenue which
amounted to $8,672,513 for the year ended December 31, 2025 (2024 - $8,052,203),
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Due to the Government of Bermuda and accounts payable and accrued liabilities
Due to the Government of Bermuda

The Hamilton Fire Service was originally set up by the Corporation and then transferred to the Government
of Bermuda. At that time, the Corporation agreed to assist with paying a share of the fire service costs. The
last payment was made in 2008 as a formal agreement had never been signed for this arrangement and the
peppercorn lease as described below had expired. However, based on confirmations received from the
Government of Bermuda, the Corporation continued to accrue for potential expenses payable until October
2017.

The original lease for the property which was for a period of 25 years and an annual peppercorn rent of only
$1 ended in 2008 and a new lease agreement has never been finalized. However, as no amounts were
received from the Government in relation to rent due subsequent to 2008, no amount was recorded that
related to this revenue or contingent asset in the Corporation’s financial statements.

In October 2017, the Government of Bermuda agreed to write off an amount receivable of $6,270,950 from
the Corporation and the Cerporation also agreed to write off rental income of $4,550,000 due from the
Government with the expectation that the outstanding tipping fees due to the Government of Bermuda will
also be waived. The derecognition of the fire service accrual of $6,270,950 was included in the statement of
operations for the year ended December 31, 2017,

As no waiver has yet been agreed, tipping fees of $7,297,421 (2024 - $6,742,619) due to the Government
of Bermuda have continued to be accrued as at December 31, 2025 and are included in vendor accounis
payabie.

Payroll tax due to the Government of Bermuda amounted to $270,849 as at December 31, 2025 (2024-
$256,202). The payroll tax expense for the Corporation in the year ended December 2025 was $393,076
(2024 - $387,737).

Accounts payable and accrued liabilities is comprised of:

2025 2024

Vendor accounts payable $ 9,167,428 8,564,112
Accrued liabilities and other payables 1,052,976 1,036,240
Employee benefits payable 294 433 251,730
Unearned revenue 230,068 187,378
$ 10,744,905 10,039,460
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5. Tangible capital assets, net
2024 Additions Disposals Transfers 2025
Cost
Land $ 12,052,112 % - % $ - % 12,052,112
Land improvements 192,190 - - - 192,180
Betterments 3,182,320 - - - 3,182,320
Buildings 44,474,591 - 185,680 44 660,271
Fixed plant and equipment 20,521,689 19,268 3,951,278 24,492,235
Mobile plant and equipment 5,970,329 - 796,756 6,767,085
Roads 869,191 - - 869,191
Sewer lines 5,038,616 - - 5,038,616
Wharf 25,763,478 - - 25,763,478
Assets under construction 7,874,170 ) 4,032,018 (4,933,71i 6,972,474
Total $ 125038686 § 4,051,288 $ $ - $ 129,989,972
Amortization
2024 expense 2025
Accumulated amortization
Land improvements $ 3212 % 3,846 § 7,058
Betterments 854,811 80,978 935,789
Buildings 16,847,058 805,991 17,653,049
Fixed plant and equipment 11,561,556 1,025,309 12,586,865
Mobile plant and equipment 4,164,037 288,249 4,452 286
Roads 476,603 7,834 484 437
Sewer lines 2,574,358 127,089 2,701,447
Wharf 14,193,442 555 074 _14.748.516
$ 50,675,077 $ 2,894,370 §$ 53,569,447
2025 2024
Net book value
Land $ 12,052,112 $ 12,052,112
Land improvements 185,132 188,978
Betterments 2,246,531 2,327,509
Buildings 27,007,222 27,627,533
Fixed plant and equipment 11,905,370 8,060,133
Mobile plant and equipment 2,314,799 1,806,292
Roads 384,754 392,588
Sewer lines 2,337,169 2,464,258
Wharf 11,014,962 11,570,036
Assets under construction 6972 474 7 874170
$ 76,420,525 $ 75,263,609
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Long-term debt

The Corporation has the following long-term debt:

2025 2024
Current portion of long-term debt $ 341,090 $
Long-term debt 7.851408

Total long-term debt $ 8,192,498 $

On February 25, 2025, the Corporation obtained a long-term debt fram Clarien bank in the amount of $8.75
millien. The debt proceeds were used to settle litigation with MIF as disclosed in Note 13

The debt bears interest at variable rates ranging from 8.0% to 8.25% and is repayable over a period of 10
years through monthly installments. The long-term debt matures on March 3, 2035 and is secured by
collateral over various assets of the borrower, including, but not limited to, parking revenues, parking
agreements, the Debt Service Reserve Account, and the Parking Revenues Holding Account.

The Corporation is subject to the following debt covenants:
» Debt service coverage ratio
¢ Net worth to Total Liabilities ratio
« Minimum cash balance requirement of $1,018,664

As of December 31, 2025, the Corporation was fully compliant with all debt covenants.

The future minimum principal payments are as follows:

Principal
Year repayment
Within 1 year $ 374,586
2-5 years 1,822,028
Beyond 5 years 6,286,097
Total* 3 8,482,711

*The above amounts represent undiscounted contractual cash flows.

Interest expense recognized during the year was $579,552, calculated using the effective interest rate
method in accordance with PSAS.

Covenants and compliance

The Corporation is subject to certain financial and non-financial covenants under its long-term debt
arrangements, including requirements related to reporting and maintenance of designated accounts. During
the year, the Corporation was in compliance with all material financial covenants. Subsequent to year-end,
a breach of a non-financial covenant occurred relating to the submission of the annual parking revenue
report due on February 28, 2026. A waiver for this breach was obtained from the lender subsequent to year
end.
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6. Long-term debt {continued)

Covenants and compliance (continued)

In accordance with Public Sector Accounting Standards, this breach has been treated as a non-adjusting
subsequent event, as no event of default existed at the reporting date. Accordingly, there has been no
impact on the classification of the long-term debt as at December 31, 2025.

The Corporation also experienced delays in the submission of certain monthly parking revenue reports;
however, these do not constituie events of default under the long-term debt agreement. A waiver was
obtained from the lender subsequent to year end. These matters do not impact the classification or
measurement of the long-term debt.

7. Pension plans and other post-retirement benefits

As described in Note 2(f), the Corporation spensors a defined contribution pension plan covering all eligible
employees. Contributions to this plan by employees are at the rate of 5% of remuneration, which is maiched
by the Corporation for the defined contribution plan.

Pension contributions for the year are as follows:

2025 2024
Corporation’s contributions $ 458,416 $ 431,853
Employee contributions $ 489,578 $ 481,841

Pension plans and other post-retirement benefits

The Corporation also sponsors a defined benefit plan for post-retirement medical healthcare benefits to
eligible former employees. This plan was valued by qualified actuaries as at December 31,2025, The
information about this plan is as follows:

2025 2024
Accrued benefit obligation
Balance, beginning of year $ 632,286 $ 643,736
Interest cost 38,445 38,032
Benefits paid (81,621) {117,250}
Actuarial loss {228 489) 67 768
Balance, end of year $ 360,621 $ 632,286

2025 2024
Plan assets
Fair value, beginning of year $ 3 -
Employer contributions 81,621 117,250
Benefits paid _[81821) (117 .250)
Fair value, end of year $ $ -
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7. Pension plans and other post-retirement benefits (continued)

Funded status
Accrued benefit obligation
Unamortized actuarial loss

Retirement benefit liability
The significant assumptions used are as follows:
Accrued benefit obligation:

Discount rate

Benefits cost for the year:
Discount rate

Healthcare cost trend rates:
Rates in years 2024 to 2025
Ultimate rate in 2026 and beyond

3

$

360,621

158 514

519,135

L8]
[
M)
L]

7.75%

6.5%

5.0%
5.0%

$ 632,286
(83.613)

$ 548,673

2024

6.5%

6.5%

5.0%
5.0%

Increasing or decreasing the assumed healthcare cost trend rates by one percentage point would have the

following effects for 2025:

Total of service cost and interest cost

Accrued benefit obligation

$

Increase

1,643

11,335

Decrease
$ (1,541}
3 (10,775)

The elements of the Corporation’s retirement healthcare benefit costs recognized during the year are as

follows:

interest cost
Actuarial loss

Element of retirement benefit costs before agjustments
Adjustments to recognize the long-term

nature of retirement benefit costs:
Difference between recognized and actual

actuarial loss

Employee future benefit cost recognized

025

38,445

(228 489)

(190,044)

242 127

52,083

2024
$ 38,032
67.768

105,800

(64 415)

$ 41,385
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8. Expenditures by object
2025 2024

Wages, salaries and benefits $ 13,585,978 $ 13,126,751
Contract services 7,662,241 9,696,202
Amortization of tangible capital assets (Note 5) 2,894,370 2,727,973
Supplies and materials 1,966,710 2,244,100
Asset retirement (credit) - {24,193)
Interest and finance 1014974 242 564

Total expenditures $ 27,124,273 3 28,013,397
Due to Mexico Infrastructure Finance LLC $ * $  (14,272,725)

9. Capital commitments
The Corporation has contractual commitments for capital expenditures as at December 31, 2025, in the
amount of $541,115 (2024 - $262,534), which will be paid for in 2026.

10. Financial risk management

@

The Corporation’s activities expose it to a range of financial risks from its financial instruments. These risks
include credit risk and liquidity risk and market risk (including interest rate risk, currency and other price
risk). The Finance Committee of the Corporation has overall responsibility for the establishment and
oversight of the Corporation’s risk management framework. The Finance Committee regularly reporis to the
board on their activities. The Corporation’s risk management program seeks to minimize potential adverse
effects on the Corporation’s financial performance. The Corporation manages risk and risk exposures
through a combination of insurance and sound business practices.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a
result of market factors. Market factors include three types of risk: interest rate risk, currency risk and other

price risk.
{0 interest rate risk

Interest rate risk is the risk that the Corporation will incur increased interest expense or reduced interest
income as a result of changes in market interest rates.

The Corporation is exposed to interest rate risk primarily through its variable rate long-term debt with
Clarien Bank {Note 6), as well as its retirement benefit obligations, which bear interest at floating rates as

disclosed in Note 7.

The Corporation manages its exposure to interest rate risk by monitoring market interest rate trends and
maintaining stable and predictable revenue streams to service its debt obligations. In addition,
management considers the impact of interest rate changes as part of its budgeting and long-term cash flow

forecasting processes.
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10.

(a)

(b)

(©

Financial risk management (continued}
Market risk {continued)
(i) Inferest rate risk (continued)

Based on current expectations and monitoring processes, management does not believe that fluctuations in
interest rates will have a material impact on the Corporation’s financial position or results of operations.

(if) Currency and other price risk

The Corporation believes it is not subject to significant foreign currency or other price risks arising from its
financial instruments as it holds insignificant amounts in foreign currency.

Credit risk

Credit risk relates to the potential that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. The Corporation is exposed to credit risk on its accounts
receivable, cash and cash equivalents and deposits. The Corporation’s cash and cash equivalents and
deposits are held with three financial institutions based in Bermuda. Credit risk associated with cash and
cash equivalents is minimized substantially by ensuring that these financial assets are invested with
financial institutions whose rating and status are consistently monitored by the Corporation. Cash and cash
equivalents are held with financial institutions rated in the range of ‘A-1 to ‘BBB+' by Standard & Poor's.

The Corporation has accounts receivable from a wide range of individuals, businesses, and government
organizations. Management actively monitors outstanding accounts receivable and believes its allowance
for doubtful accounts is sufficient to mitigate its credit risk. The Corporation’s maximum exposure to credit
risk is represented by the carrying amount of its financial assets in the statement of financial position.

Liquidity risk

Liquidity risk is the risk that the Corporation will encounter difficulties meeting its financial obligations as
they become due. The Corparation manages its liquidity risk by forecasting cash flows from operations and
anticipating investing and financing activities to ensure it has sufficient available funds to meet current and
foreseeable financial requirements. The table below summaries the Corporation’s contractual undiscounted
cash flows. Balances due within twelve months are met within the Corporation’'s normal thirty-day cycle of
disbursements.

0-3 4-12 Greater than
Total months months 1 year
December 31, 2025
Accounts payable $ 10,884,530 $ 10,008,255 $ - $ -
December 31, 2024
Accounts payable $ 9,246,368 $ 09,248,368 $ - 3 -
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10.

11.

Financial risk management (continued)

(d) Changes in financial risk exposures

The Corporation's financial risks arising from its financial instruments have not changed significantly in the
year, except for the impact of the Mexico Infrastructure Finance LLC litigation {Notes 2 and 13). The
Corporation believes that the financial risks are appropriately mitigated and do not pose significant risk to
the Corporation's operations. There have been no significant changes in the policies, procedures, and
methods used to manage these risks in the year.

Asset retirement obligation

The Corporation owns and operates several buildings that are known to have asbestos, which represents a
health hazard upon demolition of the building and there is a legal obligation to remove it. Following the
adoption of PS 3280 Asset Retirement Obligations, the Corporation has recognized an obligation of
$81,700 {2024 - $81,700) relating to the removal and post-removal care of the asbestos in these buildings
as estimated at December 31, 2025.

In addition to the asset retirement obligations recognized for buildings containing asbestos as above, The
Corporation owns and operates sewer infrastructure that includes asbestos cement sewer pipes instailed
historically throughout the municipality, including pipes located within city limits and pipes extending from
the First Stage Wastewater Treatment Plant to the Seabright outfall (iand side only). Applicable health,
safety, and environmental legislation requires that asbestos-containing materials be handled, remediated,
and disposed of in a prescribed manner when such materials are disturbed or removed. However, there is
no legal requirement to proactively remove asbestos cement sewer pipes that remain undisturbed and in

service.

Management has assessed whether the asbestos cement sewer pipes give rise to an asset retirement
obligation in accordance with PS 3280, Asset Retirement Obligations. While retirement obligations may
arise upon the removal of these assets, the Corporation has no current plan or expectation to remove the
asbestos cement sewer pipes. Management's infrastructure strategy indicates that, where sewer
replacements or upgrades are required, the preferred approach is to leave the existing pipes undisturbed
and install new infrastructure alongside or encase the existing pipes, rather than excavating and removing
them. Consistent with PS 3280 management does not expect that future economic benefits will be given up
in connection with the retirement of these assets. Accordingly, as at the reporting date, the Corporation has
not recognized an asset retirement obligation related to the asbestos cement sewer pipes, as the
recognition critetia in PS 3280 have not been met. The Corporation will continue to monitor its infrastructure
plans, operating conditions, and applicable legislation and will reassess its asset retirement obligation
assessment should circumstances change such that removal of the asbestos cement sewer pipes bacomes

expected.

2025 2024
Asset retirement obligations
Balance, beginning of year $ 81,700 $ 105,893
Recognised during the year - 17,700
Remediation expenses incurred - 41,893}

Balance, end of year $ 81,700 3 81,700
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12.

Segmented reporting

The Corporation provides a range of services to both residents and businesses within the boundaries of the
City Certain services such as connection to the City sewer lines are available to persons/businesses
outside the City boundaries on a fee basis. Most revenue lines have been allocated directly to the relevant
segment. However, taxation has been split equally between Governance and Civic Services, Sanitation and
Sewer, and Public Works and Planning to defray some of the costs of providing these services. From April
1, 2014, the Government of Bermuda returned the right of the Corporation to charge goods wharfage on
imported goods. For segmented disclosure purposes, these services are grouped and reported under
service areas/departments that are responsible for providing such services. They are as follows:

Governance and Civic Services

City Hall provides for the Mayoral and Council functions, Theatre and Arts facilitation, Corporate, Finance,
Engineering and Event administration. Parks are included under this caption because of public
entertainment that is provided in them.

Sanitation and Sewer
Sanitation and Sewer is responsible for the generat cleanliness of the City including daily garbage collection
and maintenance of the sewer system.

Public Works and Planning

Public Works and Planning provides maintenance services to ensure that roads, traffic lights, streetlights,
Corporation vehicles and equipment are in good working order. In addition, any future major construction
development is handled by this segment.

Parking
Parking which includes both on and off-street parking is administered through this department.
Consideration is given to the availability of car parking spaces to meet the public demand for parking.

Wharf

Wharf is responsible for the security of the waterfront in the City. Good working order of the docks for both
cruise ships and cargo vessels is of prime importarice for efficient transfer of goods and passengers through
the port.

Segmented results as reported below exclude the impact of amounts due to MIF (Note 13} as these do not
relate to any specific segment.
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CORPORATION OF HAMILTON

Notes to the Financial Statements

December 31, 2025
(Expressed in Bermuda Dollars)

13.

Mexico Infrastructure Finance LEC (“MIF")

In 2012, the Corporation entered into a Development Agreement and Ground Lease with Par-la-Ville Hotel
and Residences Ltd (“PHRL") to build a luxury hotel and condominium residence in the Par-la-Ville car park
(the “Project”}.

Mexico Infrastructure Fund Limited (“MIF™), PHRL and the Corporation executed a credit agreement (the
“Gredit Agreement™ on July 9, 2014, in which MIF agreed to loan PHRL $18 million as bridge financing for
the construction of the Project. The Credit Agreement was executed on the basis that the Corporation
agreed to:

1. provide a mortgage over the property known as the Par-la-Ville car park (the “Property”); and
2. guarantee the loan (the "Guarantee”).

On July 9, 2014, an escrow agreement was entered into between MIF, PHRL, the Corporation and BNY
Mellon (“the Escrow Agent’). Under the terms and conditions of the escrow agreement, the Escrow Agent
was to hold the loan proceeds until such time as PHRL had secured permanent financing comprising debt
of $225 million and equity of $100 million or a “substantially similar financing structure from the Permanent
Lender”. The Corporation authorized the release of the funds from the escrow account in October 2014
based on an agreement reached between PHRL and Argyle Limited, a company which PHRL represented
to the Corporation as the “Permanent Lender”.

Due to the default on repayment of the loan by PHRL, on December 30, 2014, MIF initiated legal
proceedings against the Corporation and PHRL. On March 31, 2015, Joint Receivers were appointed over
the Property. On May 27, 2015, the Supreme Court awarded summary judgment to MIF over claims against
PHRL and the Corporation. The judgment against the Corporation was for $18 million and accrued interest
from the date of judgment at the rate of 7% per annum or $3,452 per day until the obligation is satisfied.

On November 18, 2016, the Supreme Court ruled that the Corporation had no power to guarantee the loan
from MIF to build a hotel on the Par-la-Ville car park. The Court resolved that in providing the guarantee, the
Corporation had acted uitra vires. Therefore, the previously unchallenged Consent Order that had required
the Corporation to pay MIF the loan plus interest was set aside. The judge’s decision was appealed by MIF
in the March 2017 session of the appellate court. On May 12, 2017 the Court of Appeal dismissed the
appeal and upheld the Supreme Court ruling. As the guarantee cannot be enforced against the Corporation
and the Corporation is not liable for the guaranteed sum of $18 million the Corporation derecognised the
liability related to the guarantee of $18 millicn together with previously accrued interest of $752,548 and this
reversal of $18,752,548 was included in the statement of operations for the year ended December 31,
20186.

In June 2017 MIF served notice of its application to appeal this decision to the Privy Council. The Privy
Council hearing was held on October 16, 2018. In January 2019 the Privy Council also dismissed the
appeal and ruled in favour of the Corporation. In November 2020, MIF was ordered to pay the Corporation’s
court costs of $253,089. The funds were received by the Corporation in January 2021.

In accordance with the terms of the Credit Agreement, PHRL was due to pay the Corporation $800,000
upon the closing of financing from the Permanent Lender. In July 20115, the Corporation issued a statutory
demand for payment. PHRL did not make this payment and on August 28, 2015 the Corporaticn petitioned
the Supreme Court to wind up PHRL in accordance with Section 181 {e) of the Companies Act 1981. Joint
Provisional Liquidators (“JPLs") were appointed over PHRL on October 9, 2015,
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13.

14.

Mexico Infrastructure Finance LLC ("MIF") (continued)

The JPLs of PHRL have been successful in their proceedings in the High Court of Justice in England
against parties involved with the transfer of funds loaned to PHRL and subsequently transferred to Argyle
Limited. As the creditor who appeared to have the major economic interest in the liquidation of PHRL at the
time, the Corporation agreed, in August 2016, to place a deposit of $275,000 with the courts for these
proceedings to cover any potential costs should the Corporation lose the case. In November 2018,
$262,500 of the amount deposited was returned to the Corporation. The remaining $12,500 was received in

April 2021.

In May 2016, the Corporation provided funding of $25,000 for the winding up of Argyle Limited and in
August 2016 a further $100,000 was provided to fund the liquidation of PHRL, the Skyline Trust and Argyle
Limited. In the event of recoveries by the JPLs these funds will be returned to the Corporation. The
successful outcome of the High Court proceedings has resulted in Orders for Sale of certain assets in the
UK, which are in the process of being realized. The remaining funding of $125,000 will be used to fund

future legal expenses.

In July 2017 MIF filed proceedings against the Bank of New York Mellon (BNY Mellon) and the Corporation
in the Supreme Court of the State of New York. The proceedings allege five causes of action against the
Corporation, including breach of contract, breach of fiduciary duty, negligence, fraud and negligent
misrepresentation. MIF was seeking damages in an amount to be determined at trial but not less than
$13,749,858 plus interest thereon to the date of entry of judgement. These proceedings were then
transferred to the U.S. District Court for the Southern District of New York.

On August 7, 2020, the Court dismissed all of MIF's tort claims, but declined to dismiss MIF's breach of
contract claim. On September 21, 2020, the Court denied the Corporation’s metion for reconsideration
regarding the remaining breach of contract claim.

On July 5, 2023, the U.S. District court ruled in favor of MIF and against the Corporation of Hamilton. The
court determined that MIF is entitled to recover $22,472,725 from the Corporation of Hamilion. This
included the sum of $12,549,217 plus interest at a rate of 9% from December 30, 2014, to the date of the
judgment which amounted to $9,823,508. The Corporation was required to record this potential liability in
the financial statements as an expense in the prior year ended December 31, 2023. Legal advice was
sought on whether this was enforceable in Bermuda given the Privy Council decision in January 2019. The
Corporation appealed against the U.S. ruling.

On October 21 and 22, 2024, the Corparation and MIF reached a full and final settlement of all the disputes
arising out of the failed development to build a luxury hote! and condominium residence on the Par-la-Ville
car park. To fund the settlement, the Corporation obtained a long-term debt of $8.75 million from Clarien
Bank on February 25, 2025 (Note 8). The long-term debt is repayable over a period of 10 years through
fixed monthly instalments secured against the Corporation’s revenues from car parking and ships wharfage.
As pari of the settlement, the Corporation also secured the return of the associated property deeds. This
agreement resulted in the conclusion of all existing and potentia legal proceedings between the parties in
both Bermuda and the United States.

Municipal Reform Act

On March 13, 2019, the Members of Parliament passed the Municipal Reform Act 2019 in the House of
Assembly. The Bill would abolish municipal elections, provide for the selection and appointment of
Members of the Corporation, and make consequential amendments to the Municipalities Act 1923 (“the
principal Act’). It would also make certain directions given by the Minister to a Corporation subject to
parliamentary scrutiny. The Act would turn the Corporation into a gquasi-autonomous non-government
organization (“QUANGO") controlled by the Government of Bermuda. The Municipal Reform Act 2019 was
defeated in the Senate on March 22, 2019.
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14.

15.

16.

Municipal Reform Act (continued}

The Corporation filed an application with the courts on March 19, 2019 seeking declaration that the
Municipalitics Reform Act 2010 (‘the Reform Act’), The Municipal Reform Act 2019 and the other
Amendment Acts, as well as the decision by the Government to convert the Corporation to a QUANGO
contravene sections 1 and 13 of the Bermuda Constitution on the basis that this legislation would deprive
the Corporation of compensation for its property and the protection of law over its property. The case was
heard in the Supreme Court on February 24 and 25, 2021. On March 31, 2021, a judgement was handed
down from the Supreme Court of Bermuda. The judge ruled against the Corporation and dismissed the
claim that the legislation infringed on the fundamental rights and freedoms of the Corporation as set in the
Bermuda Constitution. On May 12,

2021, the Corporation filed a notice of appea!l. The appeal was dismissed on March 18, 2022. In February
2023, the Corporation filed a notice of appeal to the Privy Council in London. The case was heard on
December 11 and 12, 2024.The Privy Council dismissed the Corporation claim in the judgement given on
October 8, 2025. In March 2026 the Municipalities Reform Act 2026 was approved in the House of
Assembly but defeated in the Senate. The legislation can be brought back to the House of Assembly in
March 2027 and passed without going back to the Senate

Subsequent events

The Corporation evaluated events and transactions occurring from January 1, 2026, through to June 29,
2026, for potential recognition or disclosure in the notes to the financial statements.

Management believes that there are no additional post-year end events that need to be reflected in the
financial statements or disclosed in the notes to the financial statements.

Reclassification of cash flow presentation

During the year, the Corporation revised the presentation of its statement of cash flows to separately
present cash flows related to the acquisition of tangible capital assets within a distinct “capital” activities
category. Previously, these amounts were included within investing activities. Comparative figures have
been reclassified to conform to the current year's presentation. This change has no impact on the net
change in cash and cash equivalents.
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