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INDEPENDENT AUDITOR'S REPORT

TO THE MANAGEMENT OF
SAN PEDRO TOWN COUNCIL

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements of San Pedro Town Council (the Council),
which comprise the statement of financial position as at 31 March 2025, the statement of activities and
changes in net assets, the statement of cash flows for the year then ended, and the notes to the financial
statements, comprising a summary of material accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Council as at 31 March 2025, its financial performance, and its cash flows for the year
then ended in accordance with International Financial Reporting Standards for Small and Medium-size
Entities (IFRS for SMEs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the consolidated financial statements section of our report. We are independent of the Council in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of the financial statements in Belize, 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 form a basis for our opinion.

Emphasis of matter

We draw attention to Note 5 of the financial statements, which describes the uncertainty relating to a
parcel of land previously appraised at BZD 2.5 million and recognised as investment property. The land
is in the process of being transferred to another entity under an arrangement entered into by the previous
administration of the Council. As at the date of our report, the final decision of the Lands and Surveys
Department regarding the legal ownership of the property has not yet been determined. Our opinion is
not modified in respect of this matter.
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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 for SMEs, 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 Council'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 Council or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Council's financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but does not 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 aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

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

* 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.

* 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 Council’s internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.
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« 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 the Council's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Council 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.

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

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 to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Orlando Azueta.

MWM««SSLLC.

Chartered Accountants
Belize City, Belize, C.A.
27 March 2026

Page 3



SAN PEDRO TOWN COUNCIL
Statement of financial position
As at 31 March 2025

In Belize dollars

Notes 2025 2024
Assets
Non-current assets
Property, plant and equipment 4 47,415,600 28,250,568
Investment property 5 8,961,474 8,961,474
Intangible assets 6 20,037 36,069
Other non-current assets 5,800 5,800
Total non-current assets 56,402,911 37,253,911
Current assets
Trade and other receivables 7 6,536,089 10,866,611
Restricted cash 8 700,000 -
Cash and cash equivalents 9 3,404,504 1,543,018
Total current assets 10,640,593 12,409,628
Total assets 67,043,505 49,663,540
Liabilities and net assets
Liabilities
Non-current liabilities
Borrowings 10 18,426,399 7,273,796
Severance payable 1 344,075 304,575
Trade and other payables - non-current portion 12 4,686 59,621
Total non-current liabilities 18,775,160 7,637,992
Current liabilities
Borrowings - current portion 10 730,049 674,696
Severance payable - current portion 1 24,350 6,150
Trade and other payables 12 6,963,681 9,879,372
Deferred purchase - current portion 4 - 15,000
Unearned revenues 13 3,582,510 3,139,455
Total current liabilities 11,300,590 13,714,674
Total liabilities 30,075,750 21,352,666
Total net assets 36,967,756 28,310,874
Total liabilities and net assets 67,043,505 49,663,540

The accompanying notes form an integral part of these financial statements.

Approved on behalf of the Council and authorised for issue on 27 March 2026.
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SAN PEDRO TOWN COUNCIL

Statement of activities and changes in net assets
For the year ended 31 March 2025

In Belize dollars

Notes 2025 2024

Revenues 14 13,261,440 13,819,277
Other income 15 14,720,584 5,357,506
Total revenues and other income 27,982,024 19,176,783
Operating costs 16 (2,370,500) (3,731,570)
General and administrative expenses 17 (16,011,359) (12,401,251)
Capital projects expenditure (15,618) -
Loss on disposal of assets - (9,858)
Finance costs 18 (927,665) (624,202)
Total expenditures (19,325,141) (16,766,881)
Surplus for the year 8,656,882 2,409,903

Net assets at the beginning of the year 28,310,874 25,900,971

Net assets at the end of the year 36,967,756 28,310,874

The accompanying notes form an integral part of these financial statements.

Page 5



SAN PEDRO TOWN COUNCIL
Statement of cash flows

For the year ended 31 March 2025
In Belize dollars

Notes 2025 2024
Cash flows from operating activities
Surplus for the year 8,656,882 2,409,903
Adjustments for:
Depreciation and amortisation 4 2,754,218 928,841
Interest expense 18 1,785,219 750,787
Bad debt expense 17 4,881,620 3,800,785
Fair value gain on contributed assets 4 (14,255,831) (1,625,000)
Withholding of subvention 10 (64,200) (64,200)
Cash flow before working capital changes 3,757,908 6,201,116
Movements in working capital:
Trade and other receivables (551,098) (2,017,149)
Trade and other payables (2,970,627) 8,795,652
Severance payable 1 57,700 12,460
Unearned revenues 443,054 952,136
Cash flows generated by operating activities 736,937 13,944,215
Cash flows from investing activities
Payments for property, plant and equipment (7,647,388) (16,131,213)
Proceeds from disposals of property, plant and equipment - 31,668
Deferred purchase 4 (15,000) (60,000)
Cash flows (used in) investing activities (7,662,388) (16,159,545)
Cash flows from financing activities
Proceeds from borrowings 11,900,000 7,139,000
Repayment of borrowings (627,844) (5,164,009)
Interest paid (1,785,219) (750,787)
Contributions to municipal securities interest reserve fund (700,000) -
Cash flows provided by financing activities 8,786,938 1,224,203
Net change in cash and cash equivalents 1,861,487 (991,127)
Cash and cash equivalents at the beginning of the year 1,543,019 2,534,146
Cash and cash equivalents at the end of the year 3,404,505 1,543,019
Composed of:
Cash in banks 9 3,309,371 1,518,959
Undeposited funds 9 91,288 18,462
Cash on hand 9 3,845 5,596
Cash and cash equivalents at the end of the year 3,404,505 1,543,019

Significant non-cash investing activities

During year ended 31 March 2025, the Council acquired three parcels of land, together with certain buildings of
lower value located on the land, at no cost from the Government of Belize, with a total value of BZD 14,255,831.
During the year ended 31 March 2024, the Council received three parcels of land from the Government of Belize,
with a total fair value of BZD 1,625,000 (Note 4).

The accompanying notes form an integral part of these financial statements.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

1.

General information

San Pedro Town Council (the Council) was constituted on 27 November 1984 and is governed by the
Town Councils Act Chapter 87 of Belize. The Council's registered office is located at Barrier Reef Drive, San
Pedro Town. The Council consists of 7 members: a Mayor and six councillors, who serve for a term of three
years in accordance with the provisions of the Town Councils Act. Primary council duties include maintaining
the welfare of San Pedro by maintenance/construction of public properties and infrastructure and enhancing
the social environment for citizens and tourists within the town. Primary revenue producing functions include
property tax administration, waste disposal management, traffic control as well as business licensing.

During the years ended 31 March 2025 and 31 March 2024, the Mayor of San Pedro Town was Mr. Gualberto
Nufiez. As of 31 March 2025, the Council had 180 employees (31 March 2024: 195).

Material accounting policies

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

2.1 Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting
Standards for Small and Medium Enterprises (“IFRS for SMEs”), which comprise standards and
interpretations approved by the International Accounting Standards Board (“IASB”). The Council
continues to apply the IFRS for SMEs framework with the approval of the Financial Services
Commission of Belize. The date of transition to IFRS for SMEs was 01 April 2022.

2.2 Basis of preparation
The financial statements have been prepared under historical cost.

Historical cost is generally based on the fair value of the consideration given in exchange for goods and
services.

2.3 Functional and presentation currency
The currency of the primary economic environment in which the Council operates (the functional
currency) is Belize dollars and the financial statements are presented in Belize dollars (BZD), which is
the Council's presentation currency. All amounts are rounded to the nearest dollar unless otherwise
indicated.

2.4 Going concern
These financial statements have been prepared based on the going concern assumption, which means
that assets are realised and liabilities are settled in the course of normal business operations. These
financial statements do not include any adjustments which would be required had the Council been
unable to continue as a going concern.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

2. Material accounting policies (continued)

2.5 Property, plant and equipment
(i) Recognition and measurement

Property, plant and equipment are accounted for using the cost model and are primarily used for
administrative purposes.

Upon transition to IFRS for SMEs Section 35 on 1 April 2021, certain assets were assigned deemed
cost based on appraised values. In establishing the basis for land and buildings where historical cost
information was not available, independent appraisal valuations performed in February 2023 were used
to determine fair values, which were adopted as deemed cost for balances established as of 31 March
2021.

Other asset values were established using estimated values obtained from reputable sources where the
original cost and accumulated depreciation information was not available.

Additions in subsequent periods, including the years ended 31 March 2025 and 31 March 2024, are
recognised at cost, including expenditures directly attributable to bringing the asset to its intended use.

In the years ended 31 March 2025 and 31 March 2004, certain assets received from the Government of
Belize, as described in Note 4, were recognised at the dates of receipt at their fair values determined by
independent appraisals, which became their deemed cost.

(ii) Subsequent costs
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Council and the cost of the item can be measured reliably. The carrying amount of the replaced part
is derecognised. Repair and maintenance expenses are charged to the statement of activities as
incurred.

(iii) Depreciation
Depreciation is calculated to write-off items of property, plant and equipment less their estimated
residual values over their useful lives, using the straight line method. Land is not depreciated. Items of
property, plant and equipment are depreciated from the date they are available for use or, in respect of
self-constructed assets, from the date that the asset is completed and ready for use. The estimated
useful lives, residual values, and depreciation method are reviewed at each reporting date, with the
effect of any changes in estimate accounted for on a prospective basis.

(iv) Derecognition
An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss on disposal of an
item of property, plant and equipment calculated as the difference between the net proceeds from
disposal and the carrying amount of the item is recognised in the statement of activities.

2.6 Intangible assets
Intangible assets are recorded at cost less any impairment losses.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

2. Material accounting policies (continued)

2.6 Intangible assets (continued)
Intangible assets represent amounts invested by the Council to acquire a non-exclusive, perpetual, and
non-transferable right to use the NeoMunicipalities computer software. Depreciation is calculated using
the straight-line method over a period of five years.

The useful life of intangible assets is reviewed each reporting period by Management to determine
whether events and circumstances continue to support an indefinite useful life assessment for that
asset.

2.7 Impairment of non-financial assets

At each reporting date, the Council reviews the carrying amounts of tangible and intangible assets to
determine whether there is any indication that the carrying amount may not be recoverable. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. Where it is not possible to estimate the recoverable amount of an
individual asset, the Council estimates the recoverable amount of cash-generating unit to which the
asset belongs.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in the statement of activities. Where an impairment loss
subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no impairment loss been recognised for the
asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately
in the statement of activities.

2.8 Trade and other receivables
Trade receivables consists of taxes and fees due from customers and are stated at their nominal value.
Where there is objective evidence that the carrying amounts of receivables are not recoverable, an
impairment loss is recognised in the statement of activities.

2.9 Cash and cash equivalents
Cash and cash equivalents include deposits held at call with banks, cash on hand, undeposited funds
and other short-term highly liquid investments with original maturities of three months or less. Cash and
cash equivalents include credit card that is repayable on demand and forms an integral part of the
Council’'s cash management. Cash and cash equivalents are carried at amortised cost which
approximates fair value.

2.10 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred, and are subsequently
carried at amortised cost using the effective interest method.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

2. Material accounting policies (continued)

2.10 Borrowings

2.11

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets. All other borrowing costs are recognised in the profit or loss
in the period in which they are incurred.

Trade and other payables

Trade and other payables are accrued when the counterparty performs its obligations under the contract
and are recognised initially at fair value and subsequently carried at amortised cost using the effective
interest method. Trade and other payables are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities.

2.12 Provisions

Provisions are recognised when the Council has a present legal or constructive obligation, as a result of
past events, for which it is probable that an outflow of economic benefits will be required to settle the
obligation, and a reliable estimate can be made of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the date of the statement of financial position, taking into account the risks and
uncertainties surrounding the obligation. Where a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the present value of those cash flows.

When some of all of the economic benefits required to settle a provision are expected to be recovered
from a third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can be measured reliably.

Severance payable

In accordance with the Labour (Amendment) Act 2011 section 183, an employee continuously employed
for the period from 5 to 10 years and terminated by the employer or retires is entitled to severance pay
of one week's wages for each year of service. An employee continuously employed for 10 years is
entitled to severance pay of two week’s wages for each year of service. The Council has established a
provision to reflect its liability for all existing employees with over 5 years of continuous service.

2.13 Revenue

The Council measures revenue at the fair value of the consideration received or receivable, for the
period services are rendered by the Council, representing amounts for services and taxes levied. The
Council recognises revenue when the amount of revenue can be reliably measured and when it is
probable that future economic benefits will flow to the Council.

The Councils' source of revenues includes the following: property tax, traffic related revenue, trade
license fees, building permits, liquor license fees, other fees and services.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

2. Material accounting policies (continued)

2.13 Revenue (continued)
Deferred revenues
Revenue collected pursuant to legislation or agreement (trade licenses, property taxes, liquor permits) in
a period prior to which the fees related are reported as unearned revenue. Unearned revenues are
recognised as revenue in the year for which these prepayments apply.

2.14 Other income
Other income is recognised when it is probable that the economic benefits will flow to the entity and the
amount can be measured reliably. Other income is measured at the fair value of the consideration
received or receivable.

2.15 Taxation
Business tax

In accordance with provisions of the Income and Business Tax Act, Chapter 55 of the Laws of Belize,
the Council is exempted from business tax.

2.16 Government grants

Government grants represent assistance received from the Government of Belize, normally in the form
of cash or transfers of non-monetary assets, to support the Council’s activities.

Grants related to income

Government grants that provide immediate financial support with no future related costs, or that
compensate the Council for expenses or losses already incurred, are recognised as income in the
period in which they become receivable, provided that the grant does not impose future performance or
other conditions. If the grant relates to future periods or is subject to performance or other conditions, it
is deferred and recognised as income over the periods in which the related costs are incurred or when
the conditions are met.

Grants related to assets

When the Council receives an asset from the Government of Belize for free or at below market value,
the asset is recognised at its fair value at the date of receipt, with a corresponding credit to deferred
income. The deferred income is recognized as income in the statement of activities on a systematic
basis over the useful life of the related asset, consistent with the depreciation charged on that asset.
The Council has elected to account for grants related to assets using the deferred income method. For
assets that are not depreciated, such as land, the related grant is recognised as income when the asset
is received, unless the grant imposes specific future performance or other conditions, in which case
income is recognised when those conditions are met.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

2. Material accounting policies (continued)

2.17 Foreign currency translation

Assets and liabilities held in United States dollars are translated at a rate of USD 1.00 to BZD 2.00.
Transactions in currencies other than the functional currency of the Council (foreign currencies) are
recorded at the exchange rates at the dates of the transactions. At each statement of financial position
date monetary assets and liabilities denominated in foreign currencies are translated at the exchange
rates at the date of statement of financial position. Exchange differences arising from changes in
exchange rates are recognised in the statement of activities. Non-monetary items carried at historical
cost are translated at the exchange rate on the date of transaction. Non-monetary items measured at
fair value in a foreign currency are translated at the exchange rate on the date on which the most recent
fair value was determined. Effects of exchange rate changes on non-monetary items measured at fair
value in a foreign currency are recorded as part of the fair value gain or loss.

2.18 Financial instruments
(i) Financial assets
Initial recognition and measurement
Financial assets are initially measured at the transaction price (this includes transaction cost except in
the initial measurement of financial assets that will be measured at fair value through profit or loss). If
however the arrangement constitutes a financing transaction it is then measured at the present value of
the future payments, discounted at a market related interest rate.

At the end of each reporting period, management assesses whether there is objective evidence of
impairment on accounts receivable and prepayments. Objective evidence includes significant financial
difficulty of the debtor, breach in contract and probability of bankruptcy and repayment trends.
Impairment is measured as the difference between the carrying value and the discounted estimated
future cash flows. When objective evidence exists, the impairment is recorded immediately.

Derecognition

A financial asset or, where applicable a part of a financial asset or part of a group of similar financial
assets is derecognised when the contractual rights to the cash flows from the asset expire, or when the
Council transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another party.

If the Council neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Council recognises its retained interest in the asset and
an associated liability for amounts it may have to pay. If the Council retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Council continues to recognise the financial
asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the difference between the asset's carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss that have
been recognised in the other comprehensive income and accumulated in equity is recognised in profit
and loss.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

2. Material accounting policies (continued)

2.18 Financial instruments (continued)
(ii) Financial liabilities

Initial recognition and measurement

Financial liabilities are recognised when the Council becomes a party to the contractual provisions of the
instrument. Financial liabilities that meet the criteria of basic financial instruments under Section 11 of
IFRS for SMEs, including borrowings, municipal bonds, bank overdrafts, credit facilities and trade and
other payables, are initially measured at the transaction price (including transaction costs), unless the
arrangement constitutes a financing transaction. If the arrangement constitutes a financing transaction,
the financial liability is initially measured at the present value of the future payments discounted at a
market rate of interest.

Subsequent measurement
After initial recognition, financial liabilities are measured at amortised cost using the effective interest
method. Interest expense is recognised in the statement of activities using the effective interest method.

Derecognition

The Council derecognises a financial liability when, and only when, the obligation specified in the
contract is discharged, cancelled, or expires. The difference between the carrying amount of the
financial liability extinguished and the consideration paid is recognised in the statement of activities.

As at 31 March 2025 and 31 March 2024, all of the Council’s financial liabilities were classified as basic
financial instruments and were measured at amortised cost in accordance with Section 11 of IFRS for

SMEs.

3. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Council's accounting policies, Management is required to make judgements,
estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed by Management on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision affects only
that period or in the period of the revision and future periods if the revision affects both current and future
periods.

The following are the critical judgements, including those involving estimations (see as follows), that
Management has made in the process of applying the Council's accounting policies and that have the most
significant effect on the amounts recognised in the financial statements and affect the amounts of assets and
liabilities within the next financial year; and the key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of the reporting period that affect the amounts recognised in the financial
statements and have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

3. Critical accounting judgements and key sources of estimation uncertainty (continued)

3.1 Useful life of property, plant and equipment

The Council's property, plant and equipment are depreciated using the straight-line method over their
estimated useful lives which are based on Management's business plans and operational estimates,
related to those assets. The factors that could affect the estimation of useful lives include the following:
(i) changes in asset utilisation rates, (ii) changes in maintenance technology, (iii) changes in regulations
and legislation and (iv) unforeseen operational issues. Any of the above could affect prospective
depreciation of property, plant and equipment and their carrying and residual values. Management
periodically reviews the appropriateness of assets' useful economic lives. The review is based on the
current condition of the assets and the estimated period during which they will continue to bring
economic benefits to the Council.

The estimated useful lives for the current and comparative years of significant items of property, plant
and equipment are as follows:

Category Useful lives, years
Buildings 40 -50
Infrastructure (Boca del Rio bridge) 20
Infrastructure (Roads) 3-10
Furniture and office equipment 5-10

Motor vehicles 5-10
Artwork 5-10

Land indefinite

3.2 Impairment allowance on trade receivables
Management assesses the recoverability of trade receivables on an ongoing basis and has established
a policy of creating an impairment allowance for trade receivables based on the age and collectability of
the balances. For trade receivables that are more than 5 years old, a 100% impairment allowance is
recorded. This policy reflects management’s assessment that receivables of this age are not likely to be
collected.

3.3 Impairment of property, plant and equipment

At each reporting date the Council's management assesses whether there is any indication of
impairment of property, plant and equipment. If at least one such indication exists, Management
estimates the recoverable amount of assets, which is calculated as a higher of fair value less costs to
sell and the value in use. An asset's carrying amount is written down to its recoverable amount and the
difference is charged as impairment to loss to the statement of profit or loss and other comprehensive
income in the period when the fact of impairment was established. If the circumstances change and
management decides that the value of property, plant and equipment and assets under construction has
increased, the provision for impairment will be fully or partially reversed.
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SAN PEDRO TOWN COUNCIL
Notes to the financial statements

For the year ended 31 March 2025
In Belize dollars

3. Critical accounting judgements and key sources of estimation uncertainty (continued)

3.3 Impairment of property, plant and equipment (continued)
The estimation of the recoverable amount requires the Council to make judgements regarding long-term
forecasts of future revenues and costs related to the assets subject to review. In turn, these forecasts
are uncertain in that they require assumptions about demand for products and future market conditions.
Significant and unanticipated changes to these assumptions and estimates included within the

impairment reviews could result in significantly different results than those recorded in the financial
statements.
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4. Property, plant and equipment

Infrastructure Furniture

Machinery

Artwork Work in Total

progress

Land
Cost:
As at 01 April 2024 4,439,703
Additions 12,878,647
Transfers -
Disposals -

28,900 6,345,281 29,422,114
- 857,554 21,903,219
- (3,127,847) -

As at 31 March 2025 17,318,350

and office
equipment
16,179,034 502,519
6,644,845 92,123
2,930,394 -
25,754,273 594,642

28,900 4,074,988 51,325,332

Accumulated depreciation:

As at 01 April 2024 -
Charge -
Disposals -

(603,306) (109,268)
(2,371,427) (88,063)

As at 31 March 2025

(2,974,733) (197,331)

(2,890) - (1,171,545)
(2,890) - (2,738,187)
(5,780) - (3,909,732)

Net book value:

As at 31 March 2025 17,318,350

22,779,540 397,311

23,120 4,074,988 47,415,600

As at 31 March 2024 4,439,703

15,575,728 393,251

26,010 6,345,281 28,250,568
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In Belize dollars

4. Property, plant and equipment (continued)
Land Buildings Infrastructure  Furniture, Machinery Motor Artwork Work in Total
fixture and and vehicles progress
equibment eaquipment

Cost:

As at 01 April 2023 2,814,703 700,650 - 344,742 48,069 936,368 28,900 6,859,587 11,733,019
Additions 1,625,000 18,224 12,531,283 157,777 18,076 266,613 - 3,133,444 17,750,417
Transfers - - 3,647,750 - - - - (3,647,750) -
Disposals - - - - - (61,323) - - (61,323)
As at 31 March 2024 4,439,703 718,874 16,179,034 502,519 66,145 1,141,658 28,900 6,345,281 29,422,114

Accumulated depreciation:

As at 01 April 2023 - (35,032) - (38,726) (4,056) (210,576) - - (288,390)
Charge - (17,601) (603,306) (70,542) (5,659) (212,811) (2,890) - (912,810)
Disposals - - - - - 29,654 - - 29,654
As at 31 March 2024 - (52,633) (603,306) (109,268) (9,715)  (393,733) (2,890) - (1,171,545)

Net book value:
As at 31 March 2024 4,439,703 666,241 15,575,728 393,251 56,430 747,925 26,010 6,345,281 28,250,568
As at 31 March 2023 2,814,703 665,618 - 306,016 44,013 725,792 28,900 6,859,587 11,444,629
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4. Property, plant and equipment (continued)

Impairment testing

As at 31 March 2025, for the purpose of impairment testing, Management analysed changes in the economic
environment and concluded that no impairment indicators were identified for the items of the Entity's property,
plant and equipment (2024: no impairment indicators).

Non-monetary acquisition of assets

In the year ended 31 March 2025, the Council acquired three parcels of land, together with certain buildings
of lower value located on the land, at no cost from the Government of Belize. Based on an independent
appraisal, the land and buildings were recognised at their fair value of BZD 14,255,831.

In the year ended 31 March 2024, the Council acquired three parcels of land at no cost from the Government
of Belize. Based on an independent appraisal, the land was recognised at its fair value of BZD 1,625,000.

Deferred purchase

In February 2023, the Council entered into the contract over purchase of land in San Pedro Town. Purchase
price per contract is BZD 100,000. In 2024, the Council made payments to the seller for the total amount of
BZD 60,000 (2023: BZD 25,000). In fiscal year 2025, prior to the date these financial statements were
authorised for issue, payments in the total amount of BZD 15,000. For the purpose of these financial
statements this purchase was recognised as a deferred purchase. Management submitted an application for
registration of title with the Lands and Surveys Department in April 2025.

Infrastructure work in progress

In October 2021, the Council entered into the agreement with JV Precast Supply/RJB Construction Company
Ltd. for the design, financing, erection and part maintenance of the new bridge to be known as "Sir Barry
Bowen Bridge" and resurfacing and upgrade of the streets of San Pedro Town.

Substantial completion of the project involving the construction of a 3-span concrete land highway bridge
complete with pedestrian walkway and barriers was established as of March 2023.

In February 2023, the Supplementary Agreement was signed by the Council and JV Precast/RJB
Construction Company Ltd (""JV") for inter alia San Pedro Road Enhancement. The Council proposed an
expansion in capital movements, namely, cementing and enhancement of roads subject to the same prior
terms and conditions. The parties reiterated that 12% per annum will be added for any sum due that remains
unpaid, late or pending. The Council agreed to pay all costs and overdraft interest (fixed or variable) of 9%
that the JV incurs due to the JV's commencement without payment as soon as JV spends BZD 2 min of its
capital on the project while waiting for the Council to procure its financing. The Council further agreed to
assign all income revenue control, management and governance of the bridge towards repayment of any
outstandina debt at the written ootion of the JV.

The project for resurfacing and upgrading the streets in San Pedro Town was completed in January 2026.

In 2025, the amount of capitalised borrowing costs comprised BZD 857,554 (2024: BZD 192,354).
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5. Investment property

2025 2024

Investment property 8,961,474 8,961,474
8,961,474 8,961,474

Investment property comprise of land parcels held by the Council for capital appreciation.

In 2025, the Council identified that a parcel of land, previously appraised at BZD 2.5 million and recognised
as part of investment property, is in the process of being transferred to another entity. This arrangement
originated under the previous administration and is currently under review by the Department of Land and
Survey, Ministry of Natural Resources.

As at the date these financial statements were authorised for issue, the legal ownership of the property
remains uncertain pending the Lands and Surveys Department's decision. The outcome of this decision may
affect both the Council’s legal title to the land and the accounting treatment of the asset in future reporting
periods. Management is monitoring the matter and will take appropriate action once the decision is finalised.

6. Intangible assets

2025 2024

Cost
As at 01 April 80,156 80,156
Additions - -
Disposals - -
Total cost 80,156 80,156
Accumulated amortisation
As at 01 April (44,087) (28,055)
Charge (16,032) (16,032)
Disposals - -
Total accumulated amortisation (60,119) (44,087)

20,037 36,069
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7. Trade and other receivables

2025 2024
Financial assets
Property tax receivables 18,995,959 22,222,308
Garbage collection fees receivable 433,143 1,107,430
Trade license fees receivable 364,256 2,430,710
Liquor license fees receivable 143,239 723,819
Miscellaneous fees receivable 98,356 50,128
20,034,953 26,534,396
Less: impairment allowance (13,597,244) (15,759,698)
6,437,709 10,774,697
Non-financial assets
Advances and prepayments 98,380 91,914
98,380 91,914
6,536,089 10,866,611
8. Restricted cash
2025 2024
Heritage Bank Limited
Municipal securities interest reserve fund (i) 700,000 -
Municipal securities sinking fund (ii) - -
700,000 -

(i) The Fiscal Agent of the Council has established an interest reserve account into which amounts are
deposited from the gross proceeds of Municipal Securities sales and, where required, from the
Council’'s general revenues to satisfy debt service obligations payable under the Securities. The Council
commits to ensure that the account maintains balances representing interest payable for at least one

year on all outstanding Municipal Securities.

Amounts deposited in the interest reserve account may be withdrawn solely by the Fiscal Agent for the
purpose of making interest payments to holders in the event of a shortfall or stoppage in regular interest
payments to the Debt Service Account. As at 31 March 2025, the Council has invested BZD 700,000 in
the interest reserve fund, in compliance with the minimum required contributions.

(i) The Council has established a Sinking Fund to accumulate funds on a quarterly basis to meet future
principal payments of the securities upon maturity. The Fiscal Agent acts as the custodian of the Sinking
Fund. The Fund serves as the identified collateral for the securities. The Fiscal Agent is responsible for
investing the Sinking Fund reserves in Government Treasury Notes via the Special Purpose Window.
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8. Restricted cash (continued)

The Council is required to make quarterly transfers to the Sinking Fund Reserve in accordance with the
Minimum Sinking Fund Reserve Transfer Schedule. In the year ended 31 March 2025, the Council was
required to transfer BZD 980,199 into the Sinking Fund; however, this requirement had not been
complied with. The Council commenced allocations to the Sinking Fund in July 2025 and has committed
to fully comply with the Sinking Fund requirements, ensuring that all amounts due are transferred by
December 2026.

The Interest Reserve Fund and the Sinking Fund are classified on the statement of financial position as
restricted cash and comprise amounts contractually restricted for debt service and principal repayment
purposes, which are not available for general use.

9. Cash and cash equivalents

2025 2024
Current accounts
The Belize Bank Limited 1,397,002 914,302
Atlantic Bank Limited 1,254,033 606,485
Heritage Bank Limited 663,255 -

3,314,290 1,520,787

Credit cards

The Belize Bank (credit card) (4,919) (1,828)

(4,919) (1,828)
Cash in banks 3,309,371 1,518,959
Undeposited funds 91,288 18,462
Cash on hand 3,845 5,596

3,404,504 1,543,018

Credit card

Town Council utilises a credit card with The Belize Bank Limited, with an interest rate of 22% (2024: 22%),
and a credit limit of BZD 10,000 (2024: BZD 10,000). The facility is unsecured.
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10. Borrowings

2025 2024
Municipal bonds (i) 11,900,000 -
Atlantic Bank Limited (ii) 6,174,846 6,776,235
Government of Belize (iii) 880,819 945,019
Private party (iv) 200,783 227,238

19,156,448 7,948,492

Less: current portion (730,049) (674,696)
Total long-term borrowings 18,426,399 7,273,796

Terms and conditions of borrowings:

(i) Municipal bonds
In August 2023, the Council approved a Public Investment Program (PIP) for the overall development of
San Pedro Town with the estimated cost of BZD 28,000,000, the financing of the PIP through the
issuance of approximately BZD 28,000,000 in bonds and the use of the proceeds from the bonds
issuance exclusively for the purpose outlined in Reconstruction and Development Corporation
(RECONDEYV) Public Investment Program.

In August 2023, the Council approved the issuance of San Pedro Town Council 2024 Series | Municipal
Bond up to an aggregate sum of BZD 28,000,000 to be issued for its Public Investment Programs,
including retirement of an existing loan to finance infrastructure works (13 miles of all-weather road in
San Pedro, renovations and improvement of the Sir Barry Bowen Bridge, construction of a new Bridge
at Boca del Rio of San Pedro Town) and Construction of 13 concrete streets equivalent to 8 miles.

In January 2024, the Council obtained an approval from Ministry of Finance to issue municipal bonds.

Legacy Fund Limited acts as the lead Financial Advisor, and Alpha Capital LLP acts as the secondary
Financial Advisor for the Council under the 2024 Series | Municipal Securities offering. Heritage
Financial Services Limited is the Fiscal Agent for the SPTC 2024 Series | Municipal Securities.

In March 2024, the Council approved the following transfers of the gross aggregate of property tax
revenue, trade license revenue and traffic related fees to the sinking fund (segregated account held
under the custody of the Fiscal Agent) starting in the year ended 31 March 2025: a) Year 1 to Year 2 -
8.7%, Year 3 to Year 5 - 11.5%, Year 6 to Year 10 - 14.8%, Year 11 to Year 15 - 12.8%, Year 16 to Year
20 - 0%.

In May 2024, the Council approved that The SPTC Series | Municipal Securities would initially be
exclusively issued to accredited investors. The Council plans to broaden the Municipal Securities
offering to retail investors upon submission of the 2022/2023 and 2023/2024 audited financial
statements to the Financial Services Commission.
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10. Borrowings (continued)

(i) Municipal bonds (continued)
In November 2024, Final Public Prospectus was issued. In accordance with the terms of initial public
offering:
» The Council will issue the 2024 Series | Municipal Securities with a total face value of BZD 28,000,000.
» The subscription period for the SPTC Bonds initially opened from 22 July 2024 to 22 November 2024,
was extended to 31 March 2025.
* The expected total number of issued certificates of the 2024 Series | Municipal Securities is
anticipated at 5,600 for accredited investors.
* The 2024 Series | Municipal Securities are issued in denominations of BZD 5,000 and integrals
thereof, but not less than BZD 100,000 for accredited investors.

The 2024 Series | Municipal Securities are semi-tradable bonds structured as follows:

Tranches Amount (BZD '000) Maturity (Years) Coupon rate (%)
1 5,000 5 5.00
2 5,000 10 6.00
3 8,000 15 6.25
4 10,000 20 6.50

Total/weighted 28,000 14 6.07
average (*)

(*) Total face value of BZD 28,000,000 and weighted average coupon of 6.07%.

The expenses for the issuance of the 2024 Series | Municipal Securities amount to BZD 1,200,000. The
net proceeds available from the issue after deducting expenses incurred is BZD 26,880,000.

Seventeen percent of the proceeds from the Bonds will be allocated by the Council for the retirement of
the existing infrastructure work loan.

Interest on the Municipal Securities will be payable semi-annually on the 1st of March and September.
Interest payments commenced in March 2025.

Under the Municipal Securities Act, 2023, the Council must maintain a debt limit as follows:

» The Council may not borrow additional money (whether it be loan or debt securities) for any purpose if
the interest payments to service the total borrowings in any year exceeds twenty percent (20.0%) of the
Council's average recurrent revenue during the previous 3 fiscal years;

» The Council shall not incur total debt at any one time that shall exceed in aggregate the sum of four
times (4x) its average recurrent revenue during the previous 3 fiscal years.
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10. Borrowings (continued)

(i) Municipal bonds (continued)
The Council is to maintain a one-year Interest Reserve Fund (Note 12) in a segregated account under
the custody of the Fiscal Agent. These funds may be drawn on by the Fiscal Agent on behalf of the
municipal security holders to meet debt servicing requirements if the Council is unable to make payment
of any interest that may become due and payable as a result of force majeure.

In accordance with the Municipal Securities Act, 2023 a municipal security holder may, if the Council
defaults on the payment of any interest or principal payable to that municipal security holder, deduct the
equivalent sum from any payment due to the Council in respect of any trade license fee, property tax,
traffic-related or other fees due by that municipal security holder to the Council.

The SPTC 2024 Series | Municipal Securities have not been rated by any international or regional rating
agency.

(ii) Atlantic Bank Limited

In August 2023, the Council obtained a loan from Atlantic Bank Limited in the total amount of BZD
7,139,000. The loan was provided to assist the Council with payoff of a loan provided by the bank in
December 2022, costs of a new bridge connecting San Pedro Town and North Ambergris Caye, and for
the resurfacing of main roads and upgrades in San Pedro Town plus loan closing costs. The facility
bears interest at 8.5% per annum and is subject to change at the sole discretion of the lender. The loan
is repayable over a term of 108 months with monthly blended payments to principal and interest of BZD
94,801. Maturity date is July 2032. The loan is secured by various properties that are held as collateral
under a charge in the name of the San Pedro Town Council.

In August 2024, the Council obtained a temporary overdraft facility of BZD 4,000,000 from Atlantic Bank
Limited. The facility was provided to assist the Council with working capital for the ongoing street
upgrades in San Pedro Town. It bore interest at 9.5% per annum, subject to change at the sole
discretion of the lender. Initially repayable over a term of two months, the facility was extended for an
additional three months in October 2024 and for one more month in December 2024. It was fully repaid
and closed in January 2025.

(ili) Government of Belize

As of 31 March 2025 and 2024, the Council's books reflect a loan with the Government of Belize (GOB)
which was obtained under the Council's previous management in September 2011 for the total of BZD
1,500,000 with an interest rate of 9% with an initial instalment of 25,395 followed by 59 instalments of
BZD 31,140. When previous management defaulted on loan repayment terms, GOB issued a letter
dated 29 November 2012 stating that the Council's monthly governmental subvention would be withheld
and applied to outstanding loan amounts due. Monthly subventions are recognised as other income
when due in the amount of BZD 5,750. Out of that amount BZD 5,350 are applied to the current loan
balance. In November 2024, the Council had requested the waiver of the outstanding balance of the
loan from the Government of Belize. As of the date these financial statements were authorised for
issue, the Council is awaiting a response to this request.
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10. Borrowings (continued)

(iv) Private party

As of 31 March 2025 and 2024, the Council held one loan with a private third party. The Council
obtained this loan under the previous management in December 2020 for the total of BZD 300,000. The
loans bears an interest rate of 8% per annum is repayable over a period of 10 years with monthly
payments including interest and principal of BZD 3,639. The maturity date is December 2030. The loan

is unsecured.

11. Severance payable

2025 2024
Severance payable 368,425 310,725
Less: current portion (24,350) (6,150)
Non-current portion of severance payable 344,075 304,575
Movement in severance payable
2025 2024
Balance at the beginning of the year 310,725 298,265
Accruals during the year 47,150 39,060
Payments during the year (6,300) (26,600)
Balance at the end of the year 368,425 310,725
12. Trade and other payables
2025 2024
Financial liabilities
Accounts payable 6,430,943 9,563,859
Unidentified deposits 235,671 126,405
6,666,614 9,690,264
Non-financial liabilities
Employee withholdings 219,259 227,755
Other payables and accruals 82,494 20,976
301,753 248,730
6,968,367 9,938,994
Less: non-current portion of accounts payable (4,686) (59,621)
6,963,681 9,879,372

Non-current portion of accounts payable represent obligations to suppliers that are due beyond the next 12
months from the reporting date. The non-current classification is based on the agreed payment terms, which

extend the settlement of these obligations over a longer period.
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13. Unearned revenues

2025 2024
Property tax 1,775,139 1,462,800
Trade license fees 1,464,560 1,305,298
Liquor license fees 278,758 298,888
Garbage collection fees 64,053 72,470
3,582,510 3,139,455

14. Revenues

2025 2024
Property tax 5,705,192 7,801,146
Traffic related revenue 3,575,540 3,244,131
Trade license fees 2,110,242 1,423,015
Other fees and services 1,022,073 886,643
Building permits 437,296 310,444
Liquor license fee 411,097 153,900
13,261,440 13,819,277

15. Other income

2025 2024
Fair value gain on contributed assets (Note 4) 14,255,831 1,625,000
Rent and concessions 155,245 76,940
Donations 90,318 69,566
Funding from Government of Belize 219,000 3,569,000
Miscellaneous 190 17,000
14,720,584 5,357,506

Funding from Government of Belize

In 2025, funding from the Government of Belize received by the Council comprised of a contribution towards
payments due to road works in the amount of BZD 150,000 and subvention in the total amount of BZD

69,000.

In 2024, funding from the Government of Belize received by the Council comprised of contributions towards
payments due to road rehabilitation/construction project in the total amount of BZD 3,500,000 and subvention

in the total amount of BZD 69,000.

Page 26



SAN PEDRO TOWN COUNCIL
Notes to the financial statements
For the year ended 31 March 2025
In Belize dollars

16. Operating costs

2025 2024
Repairs and maintenance 665,810 1,240,546
Council supported events 571,535 1,135,812
Social assistance and contributions 515,684 728,262
Fuel 347,586 354,493
Traffic accessories 108,912 85,994
Advertising and public relations expenses 78,552 52,090
Other operating costs 61,858 91,832
Delivery costs 20,564 42,541
2,370,500 3,731,570
17. General and administrative expenses
2025 2024

Bad debt expense 4,881,620 3,800,785
Salaries and wages 5,354,443 5,311,111
Depreciation and amortisation 2,754,218 928,841
Repairs and maintenance 688,132 714,670
Legal and consultancy fees 648,086 291,895
Travel and subsistence 361,813 323,619
Office supplies 276,825 260,004
Computer and internet 241,189 184,736
Social security expense 219,151 230,048
Utilities 178,975 123,470
Bank charges 177,680 59,309
Accounting and audit fees 76,768 50,775
Severance and gratuity 64,000 42,160
Office improvements 38,163 24,295
Licenses and insurance 24,029 24,234
Training and entertainment 15,888 10,613
Tax reassessments and penalties 10,935 5,803
Rent 40 14,909
Cash shortage/(overage) (596) (27)
16,011,359 12,401,251
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18. Finance costs

2025 2024
Interest expense on loans 553,526 558,434
Interest expense on municipal bonds 168,833 -
Interest expense on bank overdraft 124,227 -
Credit card charges 81,078 65,768
927,665 624,202

19. Related parties

The Mayor, Councillors, Town Administrator of the Council, their close family members, entities controlled or
significantly influenced by these individuals, and the Government of Belize are considered related parties of

the Council.

Details of balances and transactions with related parties as at 31 March 2025 and 2024 and during the years

then ended are set out as follows:

Balances outstanding

Trade and other receivables 2025 2024
Key management 6,601 9,939
Other related parties 3,535 12,775

10,136 22,714

Trade and other payables 2025 2024

Other related parties 1,925 19,162
1,925 19,162

Unearned revenues 2025 2024
Key management 676 912
Other related parties 2,985 2,850

3,661 3,762

Borrowings 2025 2024

Other related parties 880,819 945,019
880,819 945,019

The amounts outstanding are unsecured and will be settled in cash.
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19. Related parties (continued)

20.

Transactions during the period

Revenues 2025 2024
Key management 185 5,075
Other related parties 2,585 5,950
2,770 11,025

Other income 2025 2024
Other related parties 369,000 3,569,000
369,000 3,569,000

Operating costs 2025 2024
Key management 8,460 40,150
Other related parties 129,125 499,056
137,585 539,206

General and administrative expenses 2025 2024
Key management 821,120 823,614
Other related parties 595,005 511,305
1,416,125 1,334,919

The total amount of key management remuneration (included in general and administrative expenses)

accrued in 2025 comprised BZD 725,786 (2024: BZD 743,875).

Categories for financial instruments

Financial instruments
Financial assets at amortised cost

2025 2024
Trade and other receivables 6,437,709 10,774,697
Restricted cash 700,000 -
Cash and cash equivalents 3,404,504 1,543,018
Total financial assets 10,542,213 12,317,715
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20. Categories for financial instruments (continued)

Financial instruments (continued)
Financial liabilities at amortised cost

2025 2024
Borrowings 19,156,448 7,948,492
Trade and other payables 6,666,614 9,690,264
Total financial liabilities 25,823,062 17,638,755

21. Financial risk management

The Council has exposure to the following risks from its use of financial instruments:
* Liquidity risk
* Credit risk
* Market risk
* Operational risk

The Government of Belize has overall responsibility for the establishment and oversight of the Council’s
efficient management. Management is responsible for directing and managing the affairs of the Council.

The Council’s financial instruments consist mainly of cash and cash equivalents, accounts receivable and
payable, borrowings.

(i) Liquidity risk
Liquidity risk is the risk that the Council will not be able to settle all liabilities as they fall due. The
ultimate responsibility for liquidity risk rests with management. The Council's liquidity position is carefully
monitored and managed.

(ii) Credit risk
Credit risk refers to the risk that one party to a financial instrument will default on its contractual
obligations resulting in a financial loss to the Council. Credit risk arises from cash and cash equivalents
and deposits with banks, as well as, credit exposures to customers and other counterparties, including
outstanding uncollateralised accounts receivable and other receivables.

The Council's maximum exposure to credit risk is represented by the carrying amount of financial
assets recorded in the financial statements, net of any impairment losses.

(iii) Market risk
The Council is exposed to market risks arising from changes in foreign exchange rates and interest
rates. While the Council does not use derivative instruments to hedge these risks, management
regularly reviews its exposures and considers potential impacts on the financial position and
performance when making financial decisions.
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21. Financial risk management (continued)

(iv) Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Council's processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour. Operational risks arise from all of the Council’s
operations.

The Council’s objective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the Council’s reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational
risk is assigned to senior management within each business unit. This responsibility is supported by the
development of overall Council standards for the management of operational risk in the following areas:

* requirements for appropriate segregation of duties, including the independent authorisation of
transactions;
* requirements for the reconciliation and monitoring of transactions;

» compliance with regulatory and other legal requirements;
» documentation of controls and procedures;

* requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures to address the risks identified;

« training and professional development; and

« ethical and business standards.

22. Commitments and contingencies

Claims and litigations

During 2025, the Council became involved in legal proceedings relating to a property acquired in 2023. In
April 2025, the Court confirmed the Council’'s ownership of the property and awarded damages to the
claimant in the amount of BZD 92,823. In July 2025, the Council recognised a liability for the full amount,
which was agreed to be settled in monthly instalments of BZD 20,000. As of the date these financial
statements were authorised for issue, the liability had been fully settled.

As per Management of San Pedro Town Council and its legal counsel, there are no significant litigation,
claims, or assessments brought against the Council in addition to the matter described herein.
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23. Subsequent events

Continuation of the roads rehabilitation and upgrade project

On 07 August 2025, the Council entered into Supplemental Agreement with Precast Supply/RJB JV Ltd.,
expanding the scope of the original 2021 agreement for the San Pedro Road Enhancement Project to include
additional capital improvements relating to the rehabilitation and upgrade of the Southside Road. The
expanded works include road rehabilitation, installation of base and sub-base materials, reinforced concrete
pavement, and drainage infrastructure, with an estimated project cost of approximately BZD 15.1 million,
based on the contractor’s quoted bill of quantities. The Council expects that the majority of the financing for
the project will be provided by the Government of Belize; however, the specific financing arrangements and
terms are currently under negotiation.

Municipal bonds

As of the date these financial statements were authorized for issue, the Council had raised an additional BZD
9,500,000 from the bond issuance. The Council does not expect to issue additional municipal securities until
the retirement of Tranche 1 of the outstanding municipal securities in 2029. Additional future bond issues
would be tied to medium to long-term urban development plans; but these issues would be limited or
constrained to the debt limit as required under the Municipal Securities Act, 2023.

Subsequent events have been evaluated through 27 March 2026. Management is unaware of any events
after that date that they believe would materially and adversely affect these financial statements. Events
occurring after that date have not been evaluated to determine whether a change in the financial statements
would be required.
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