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Directors’ report

The Directors present their report and the audited financial statements of the consolidated entity, being
Water Services Corporation (the “Corporation”) and its controlled entity (the “Group”) for the year ended 31
December 2025.

Principal activities

The Water Services Corporation is a body corporate established in Malta by Virtue of the Water Services
Corporation Act (Cap. 355) of the Laws of Malta, which same Act specifies the activities and responsibilities
of the Corporation. The Corporation’s principal activities, which are unchanged since last reporting year
end, are to act as the sole and exclusive entity to acquire, produce, distribute, and sell water for domestic,
industrial, and commercial use. The Corporation is also responsible for the treatment and disposal or re-
use of sewage and wastewater.

Review of the business

The Corporation remains resolute in its commitment to sustainable financial growth, pursued through the
twin levers of operational efficiency and continuous service quality improvement. The strategic initiatives
undertaken during the year yielded a performance of considerable note, one characterised by consolidation,
measured expansion, and strong underlying operational delivery.

For the financial year ending 31 December 2025, the Corporation recorded a profit before tax of €6.9 million,
representing a 67% decline relative to the prior year. This contraction in profitability was principally
attributable to a budgeted increase in expenditure, most notably in the areas of repairs and maintenance
and waste management. Recurrent expenditure rose by 20.8% on a year-on-year basis, with total operating
and administrative expenses reaching €138.0 million, compared to €114.2 million in 2024. Several material
factors contributed to this movement.

Chief among these was the Corporation's sustained investment in its people, through talent retention
programmes and targeted human capital development. Personnel costs rose in parallel, driven by cost-of-
living adjustments applied in conjunction with a newly concluded collective agreement extending to over
90% of the workforce. Together, these elements resulted in a 7% increase in employee benefits
expenditure, bringing the annual total to €38.1 million (2024: €35.8 million).

Operational expenditure also increased, particularly in relation to sewage treatment plant maintenance,
where elevated sludge disposal gate fees placed additional pressure on the cost base. Supply chain
disruptions contributed to rising raw material prices, whilst higher waste disposal charges drove waste
management costs to €5.6 million, a 29% increase on the prior year (2024: €4.3 million). Separately, the
step-up in water production required to meet growing demand resulted in a 3% year-on-year rise in
electricity costs, amounting to €20.1 million (2024: €19.5 million). Depreciation charge increased by 16.1%
to €24.5 million (2024: €21.1 million) as a result of the increase in capital investment in 2025.

On the revenue side, continued improvements in billing accuracy, underpinned by the ongoing smart meter
replacement programme, combined with higher consumption levels, generated an €8.0 million uplift in
revenue, equating to 8% growth year-on-year. Alongside a 6% rise in water sales across all customer
categories, the Corporation sustained its revenue stream derived from other incomes, driven primarily by
farm waste treatment, which contributed an additional €10.4 million (2024: €9.8 million) in billed revenue by
the close of the year.

In summary, whilst 2025 saw a calculated increase in operating and administrative costs, reflecting salary
revisions, contractual commitments, and heightened operational requirements, the Corporation's strategic
cost-containment efforts and billing efficiency gains served to moderate the overall financial impact,
affirming the soundness of its fiscal stewardship.
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Directors’ report — continued
Review of the business — continued

Non-current borrowings increased to €24.6 million in 2025, up from €19.8 million in 2024, representing a
24% year-on-year increase. ClearFlowPlus p.l.c., the subsidiary responsible for the €25 million Green Bond
issuance, advanced a further disbursement of €7.5 million, bringing total disbursements to 60% of the bond
proceeds. These funds were deployed in alignment with the Corporation's green agenda, encompassing
the installation of a new aeration system at the Ta' Barkat sewage treatment plant, the overhaul of the non-
revenue water billing algorithm, and continued investment in water infrastructure. The Corporation also
made meaningful progress on its multi-site solar energy project, which is expected to reach completion by
the end of 2026.

Capital investment maintained strong momentum throughout the reporting period, with particular focus on
water and wastewater infrastructure. Capital expenditure for 2025 stood at €100.3 million (2024: €63.56
million), representing a 56% increase on the prior year. These investments were directed towards the
replacement of ageing and deteriorating pipelines, with the objective of enhancing the reliability, quality,
and consistency of water supply and treatment across Malta. As a result, the Corporation's non-current
asset base rose to €518.6 million, reflecting a 14.4% year-on-year increase from €453.4 million in 2024.

Future developments

Looking ahead, the Corporation maintains a cautiously optimistic financial outlook. Whilst the overall
trajectory remains positive, a number of challenges persist, notably the continued volatility in interest rates
and broader macroeconomic pressures. Sustained increases in raw material and waste disposal costs are
expected to place ongoing strain on the Corporation's cost structure and liquidity position. Nonetheless, the
Corporation remains firmly committed to investing in critical infrastructure to meet future demand,
reaffirming the primacy of its long-term strategic priorities.

The directors are also monitoring recent developments internationally, in particular to how markets are
reacting to rising geopolitical tensions and whether conflicts in the Middle East might have an impact on
business in Malta. While remaining cautiously optimistic, the management of the Group and Corporation
will continue to observe the situation abroad and the related impact it may have locally to be able to mitigate
timely against such risks.

Results and dividends

The statement of profit or loss and other comprehensive income is set out on page 10. The Directors do not
recommend the payment of a dividend during 2025, and they resolved that the result of the financial year
shall be carried over in retained earnings.

Directors
The Directors of the Corporation who held office during the year were:

Mr Joseph Vella - Chairman

Mr Louis Gatt - Deputy Chairman

Ms Mirana Agius Silvio - Member

Ing Raymond Azzopardi - Member

Mr Ethelbert Schembri - Member

Dr Juanita Agius Galea - Member

Ms Sylvana Mifsud - Member

Ms Marion Parnis - Member

Dr Joseph Gerada — Member (Appointed 8th July 2025)
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Directors’ report - continued

In accordance with Article 7 of the Water Services Corporation Act, (Cap. 355) of the Laws of Malta, the
appointed Directors shall hold office for such period and on such terms and conditions as the Minister
responsible for the Corporation may deem fit; and a member shall, on ceasing to be a member, be eligible
for re-appointment.

Statement of Directors’ responsibilities for the financial statements

The Directors are required by the Water Services Corporation Act, (Cap. 355) to prepare financial
statements which give a true and fair view of the state of affairs of the Corporation as at the end of each
reporting period and of the profit or loss for that period. In preparing the financial statements, the Directors
are responsible for:

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

e selecting and applying appropriate accounting policies;

e making accounting estimates that are reasonable in the circumstances;

e ensuring that the financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the Corporation will continue in business as a going concern.

The Directors are also responsible for designing, implementing and maintaining internal control as the
Directors determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error, and that comply with the Water Services Corporation
Act, (Cap. 355). The Directors are also responsible for safeguarding the assets of the Corporation and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Financial risk management

The Group and Corporation are exposed to a variety of risks and hence operate a risk management strategy
with the objective of controlling and minimising the impact on the financial performance and position. A
detailed review of the risk management policies adopted by the Group and Corporation with the exposures
to financial risk management including market risk, credit risk, and liquidity risk, capital risk management
and fair value estimation, are included in Note 4 to the financial statements.

Auditors

A resolution to appoint Ernst and Young Malta Limited as auditor of the Group and Corporation will be

proposed at the forthcoming Annual General Meeting.
S
(&

seph Vella ‘ VIr Louis Gatt
Chairman Deputy Chairman

On behalf of the board

Registered office:

Water Services Corporation,
Triq Hal Qormi,

Luga, LQA 9043,

Malta.

15 May 2026
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INDEPENDENT AUDITOR’S REPORT

to the Stakeholders of Water Services Corporation

Report on the audit of the financial statements

Opinion

We have audited the separate and consolidated financial statements of Water Services
Corporation (the “Corporation”) and its subsidiary (collectively the “Group”), set on pages 8
to 62, which comprise the separate and consolidated statements of financial position as at 31
December 2025, and the separate and consolidated statements of profit or loss and other
comprehensive income, the separate and consolidated statements of changes in equity and
the separate and consolidated statements of cash flows for the year then ended, and notes
to the separate and consolidated financial statements, including material accounting policy
information.

In our opinion, the accompanying separate and consolidated financial statements give a true
and fair view of the financial position of the Corporation and the Group as at 31 December
2025, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by the EU (“IFRS”)
and the requirements of the Water Services Corporation Act, Cap. 355 of the Laws of Malta
(the “Water Services Corporation Act”).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Corporation and the Group in accordance with the International Code of Ethics for
Professional Accountants (including International Independence Standards) as issued by the
International Ethics Standards Board of Accountants (IESBA Code), together with the ethical
requirements that are relevant to our audit of the financial statements in accordance with
the Accountancy Profession (Code of Ethics for Warrant Holders) Directive issued in terms of
the Accountancy Profession Act, Cap. 281 of the Laws of Malta. We have also 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.

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252



EY

Building a better
working world

INDEPENDENT AUDITOR’S REPORT

to the Stakeholders of Water Services Corporation - continued

Report on the audit of the financial statements - continued

Other information

The directors are responsible for the other information. The other information comprises the
information included in the Annual Report, other than the financial statements and our
auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial
statements in accordance with IFRS and the requirements of the Water Services Corporation
Act, and for such internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the
Corporation’s and the Group’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liquidate the Corporation and the Group or to cease operations, or
have no realistic alternative but to do so.

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252
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INDEPENDENT AUDITOR’S REPORT

to the Stakeholders of Water Services Corporation - continued

Report on the audit of the financial statements - continued

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

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

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

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 and the Group’s internal
control;

evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the
Corporation’s and the Group’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 Corporation and the Group to cease to continue as a going concern;

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252
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INDEPENDENT AUDITOR’S REPORT

to the Stakeholders of Water Services Corporation - continued

Report on the audit of the financial statements - continued

Auditor’s responsibilities for the audit of the financial statements - continued

° 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;

. plan and perform the group audit to obtain sufficient appropriate audit evidence
regarding the financial information of the entities or business activities within the Group
as a basis for forming an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

We communicate with directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

The partner in charge of the audit resulting in this independent auditor’s report is
Christopher Balzan for and on behalf of

Ernst & Young Malta Limited
Certified Public Accountants

15 May 2026

A member firm of Ernst & Young Global Limited
Registered in Malta No: C30252
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Statement of financial position

ASSETS

Non-current assets

Property, plant and equipment
Right of use asset

Finance lease receivables

Investments in subsidiaries
Investment in jointly-controlled entity
Loan receivable

Trade and other receivables

Total non-current assets

Current assets

Inventories

Finance lease receivables

Loan receivable

Financial assets at fair value through
profit or loss

Trade and other receivables

Current tax assets

Cash and cash equivalents

Total current assets

Total assets

Notes

Ao © ®ONO

11
13

14
15
16

Group Corporation
As at 31 December

2025 2024 2025 2024
€000 €000 €000 €000

494,686 424,560 494,949 424,879

6,504 8,907 6,504 8,907
669 739 - -

1 1 25 25

590 1,008 125 125
161 217 - -
17,001 19,483 17,001 19,483

519,612 454,915 518,604 453,419

25,510 24,339 25,850 24,679
70 58 - -

57 47 - -
18,286 12,313 18,286 12,313
39,342 68,005 38,705 67,037
72 66 - 9
34,739 50,384 22,583 31,796
118,076 155,212 105,424 135,834
637,688 610,127 624,028 589,253
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Statement of financial position - continued

EQUITY AND LIABILITIES
Capital and reserves
Government contribution
Other reserve

Revenue reserve

Pension contributions reserve
Non-controlling interest

Total equity

Non-current liabilities

Bond borrowings

Bank borrowings

Loan from subsidiary

Other borrowings

Deferred government grants

Lease liability

Provision for other liabilities and charges
Other payables

Total non-current liabilities

Current liabilities

Bond borrowings

Bank borrowings

Other borrowings

Deferred government grants
Lease liability

Trade and other payables
Current tax liabilities

Total current liabilities

Total liabilities

Total equity and liabilities

Notes

17
17

17

18
20
21
24
22

23
19

18
20
24
22

19
15

Group Corporation
As at 31 December

2025 2024 2025 2024
€’000 €000 €000 €000
73,142 73,142 73,142 73,142
227 227 - -
123,495 116,318 121,223 114,348
(6,606) (6,127) (6,606) (6,127)
10 9 - -
190,268 183,569 187,759 181,363
24,627 24,578 - -
9,671 12,325 9,671 12,325
- - 14,955 7,470
2,392 2,601 2,392 2,601
285,950 270,836 285,950 270,836
3,594 5,618 3,594 5,618
4,505 4,484 4,505 4,484
181 209 - -
330,920 320,651 321,067 303,334
376 376 - -
2,654 2,613 2,654 2,613
208 205 208 205
15,627 14,747 15,627 14,747
3,084 3,409 3,084 3,409
94,551 84,557 93,625 83,582
- - 4 -
116,500 105,907 115,202 104,556
447,420 426,558 436,269 407,890
637,688 610,127 624,028 589,253

The notes on pages 15 to 62 are an integral part of these financial statements.

The financial statements on pages 8 to 62 were authorised for issue by the Board on 15 May 2026 and

were signed on its behalf by:

Joseph Vella ‘

Chairman

Mr Louis Gatt
Deputy Chairman
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Statement of profit or loss and other comprehensive income

Revenue

Government subsidies

Operating costs

Administrative expenses

Provision for cost of service pensions
payable to Government

Operating profit

Share of results of jointly-controlled
entity

Finance income

Finance costs

Profit before taxation
Tax expense

Profit for the year

Attributable to:
Government of Malta
Non-controlling interest

Other comprehensive loss

Remeasurements of post-employment

benefit obligations

Total comprehensive income
for the year

Attributable to:
Government of Malta
Non-controlling interest

Notes

25
26
27
27

23

10

28
29

30

23

Group Corporation
Year ended 31 December

2025 2024 2025 2024
€000 €000 €000 €000
108,426 100,753 107,467 99,463
37,361 35,449 37,361 35,449
(94,014) (79,199) (93,754) (78,852)
(44,765) (35,707) (44,197) (35,346)
304 185 304 185
7,312 21,481 7,181 20,899
83 41 ; ]
2,389 2,967 2,045 2,285
(2,285) (2,272) (2,338) (2,326)
7,499 22,217 6,888 20,858
(321) (450) (13) )
7,178 21,767 6,875 20,857

7177 21,765

1 2

7,178 21,767
(479) (508) (479) (508)
6,699 21,259 6,396 20,349

6,698 21,257

1 2

6,699 21,259

The notes on pages 15 to 62 are an integral part of these financial statements.

10
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Statement of changes in equity

Pension Attributable to

Government Other Revenue contribution non-controlling

contribution reserve reserve reserve interest Total
Group Notes €000 €000 €000 €000 €000 €000
As at 1 January 2024 73,142 227 94,553 (5,619) 7 162,310
Profit for the year - - 21,765 - 2 21,767
Other comprehensive income
Remeasurement of post-employment
benefit obligations 23 - - (508) - (508)
Total comprehensive income/(loss) - - 21,765 (508) 2 21,259
As at 31 December 2024 73,142 227 116,318 (6,127) 9 183,569
As at 1 January 2025 73,142 227 116,318 (6,127) 9 183,569
Profit for the year 7177 - 1 7,178
Other comprehensive income
Remeasurement of post-employment
benefit obligations 23 - - - (479) - (479)
Total comprehensive income/(loss) - - 777 (479) 1 6,699

As at 31 December 2025 73,142 227 123,495 (6,606) 10 190,268

11
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Statement of changes in equity - continued

Government Revenue Pensions Total
contribution Reserve contribution
reserve

Corporation Notes €000 €000 €000 €000
As at 1 January 2024 73,142 93,491 (5,619) 161,014
Profit for the year - 20,857 - 20,857
Other comprehensive loss
Remeasurement of post-
employment benefit obligations 23 i i (508) (508)
Total comprehensive income / ) 20,857 (508) 20,349
(loss)
As at 31 December 2024 73,142 114,348 (6,127) 181,363
As at 1 January 2025 73,142 114,348 (6,127) 181,363
Profit for the year - 6,875 - 6,875
Other comprehensive loss
Remeasurement of post-
employment benefit obligations 23 i i (479) (479)
Total comprehensive income / B 6,875 (479) 6,396
(loss)
As at 31 December 2025 73,142 121,223 (6,606) 187,759

The notes on pages 15 to 62 are an integral part of these financial statements.

12
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Statement of cash flows

Group Corporation
Notes Year ended 31 December

2025 2024 2025 2024

€000 €000 €000 €000
Cash flows from operating
activities
Profit before taxation 7,499 22,217 6,888 20,858
Adjustments for:
Movement in provision for ECL 14,16 (59) (530) 38 (723)
Depreciation and amortisation 6,7 27,647 22,672 27,624 22,613
Movement in provision for other
liabilities and charges 23 21 (1,516) 21 (1,516)
Movement in post-employment
benefits obligations y 23 (479) (508) (479) (508)
Movement in lease obligations 7 (3,418) (1,706) (3,418) (1,706)
Net gain from changes in fair value
during the year 13 (522) (434) (522) (434)
Write-off of property, plant and 6 5777 (292) 5777 (346)
equipment ’ ’
Movement in provision for obsolete 12 (249) 29 (249) i
stock
Amortisation of bond issue costs 18 49 49 - -
Finance costs 29 2,285 2,223 2,338 2,326
Impairment in joint venture 10 501 - - -
Interest income on finance lease 8 (199) (209) - -
Share of profit from joint venture 10 (83) (41) - -
Changes in working capital:
Inventories 12 (923) (855) (923) (833)
Trade and other receivables 14 28,691 (21,110) 28,277 (20,199)
Trade and other payables 19 9,966 27,499 10,331 27,337
Cash generated from operations 76,504 47,488 75,703 46,869
Tax paid (327) (610) - -
Net cash generated from 76,177 46,878 75,703 46,869
operating activities ’ ’ ’ ’
Cash flows from investing
activities
Acquisition of property, plant and
egg;;;g;gg? property. p 6 (100,391) (63,623)  (100,307) (63,569)
Acquisition of portfolio investments 13 (6,642) (12,254) (6,642) (12,254)
Disposal of portfolio investments 13 1,191 375 1,191 375
Additions to finance lease receivable 8 - (4) - -
Repayments from finance lease
F{aceivable s of | q dt 8 258 258 " )

epayments of loans advanced to

related parties 11 47 105 - B
Net cash used in investing (105,537)  (75,143)  (105,758) (75,448)

activities

13
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Statement of cash flows - continued

Group Corporation
Notes Year ended 31 December

2025 2024 2025 2024

€’000 €000 €’000 €000
Cash flows from financing
activities
Grants received 18,480 10,920 18,480 10,920
Repayment of bank borrowings 20 (2,613) (19,299) (2,613) (19,299)
Repayment of government loan 24 (205) (250) (205) (250)
Loans advanced from subsidiary 21 - - 7,485 5,789
Interest paid (1,972) (1,952) (2,319) (2,055)
Net cash generated from / (used 13.690 (10,581) 20.828 (4,895)
in) financing activities ’ ’ ’ ’
Net movement in cash and cash
equivalents (15,670) (38,846) (9,227) (33,474)
Cash and cash equivalents

as at 1 January 16 50,471 89,317 31,853 65,327

Cash and cash equivalents

as at 31 December 16 34,801 50,471 22,626 31,853

The notes on pages 15 to 62 are an integral part of these financial statements.

14
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Notes to the financial statements

1.

Principal activities of the Corporation

The Water Services Corporation is a body corporate established in Malta by virtue of the Water
Services Corporation Act, (Cap. 355) of the Laws of Malta, which same Act specifies the activities
and responsibilities of the Corporation.

The Corporation’s principal activities, which are unchanged since last reporting year end, are to act
as the sole and exclusive entity to acquire, produce, distribute, and sell water for domestic, industrial,
and commercial use. The Corporation is also responsible for the treatment and disposal or re-use of
sewage and wastewater.

Basis of preparation

The consolidated financial statements have been prepared in accordance with IFRS as adopted by
the EU and the requirements of the Water Services Corporation Act, (Cap. 355). They have been
prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRS as adopted by the EU requires the
use of certain accounting estimates. It also requires Directors to exercise their judgement in the
process of applying the Corporation’s accounting policies (see Note 5 - Critical accounting estimates
and judgements).

These financial statements are presented in Euro (€) which is the Corporation’s functional currency.
The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

2.1 Appropriateness of the going concern assumption

The Board of Directors has undertaken a comprehensive assessment of the Corporation’s ability to
continue as a going concern. This evaluation has considered the Corporation’s current financial
position, liquidity profile, capital resources, and projected cash flows, as well as the prevailing
economic and market conditions. In fact, both the Group and the Corporation succeeded to generate
yet another profit before taxation of €7.5 million (2024: €22.2 million) and €6.9 million (2024: €20.9
million), respectively.

As at 31 December 2025, the Corporation’s current liabilities exceeded its current assets by €9.8
million. Included with current liabilities is an amount of €15.6 million (2024: €14.7 million),
representing government grants received and which are being deferred and released to profit or loss
over the period necessary to match the costs they are intended to compensate once incurred, in line
with the Group’s accounting policies. Thus, this amount does not constitute a cash payment obligation
and accordingly has no bearing on the Group's and Corporation's capacity to meet cash-based
obligations as they fall due.

15
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Basis of preparation - continued

2.1 Appropriateness of the going concern assumption — continued

Taking cognisance of the foregoing, and having regard to the Corporation's strong operating cash
generation of €61.9 million (Group) and €61.1 million (Corporation) during the year, together
with utilised and available banking facilities amounting to €15 million and €10 million, in the form of a
revolving loan and overdraft respectively, the Directors are satisfied that the working capital
deficiency as presented does not raise any significant concerns with respect to the Group's and
Corporation's ability to meet its financial obligations in the foreseeable future.

The Directors have also reviewed the budgets, forecasts, and strategic plans, including sensitivity
analysis that take into account reasonably possible adverse scenarios. Based on this assessment,
the Directors are satisfied that Corporation has adequate resources to continue in operational
existence for the foreseeable future, conservatively being a period of at least twelve months from the
date of approval of the financial statements

The Corporation maintains sufficient liquidity, has access to appropriate financing arrangements, and
continues to meet its obligations as they fall due. No material uncertainties have been identified that
would cast significant doubt on the Corporation’s ability to continue as a going concern. Accordingly,
the Directors consider it appropriate to adopt the going concern basis in the preparation of the
financial statements. They will continue to monitor the Corporation’s financial performance, risk
environment, and funding position on an ongoing basis to ensure that the going concern assumption
remains valid.

Summary of material accounting policies

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

3.1 Consolidation

Subsidiaries are all entities over which the Group has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are
considered when assessing whether the Group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date that control ceases.

The Group applies the acquisition method of accounting to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair values of the assets transferred,
the liabilities incurred, and the equity interests issued by the Group, plus costs directly attributable to
the acquisition. The consideration transferred includes the fair value of any asset or liability resulting
from a contingent consideration arrangement. Acquisition-related costs are expensed as incurred.
Identifiable assets acquired and liabilities and contingent liabilities assumed (identifiable net assets)
in a business combination are measured initially at their fair values at the acquisition date. On an
acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the acquiree
either at fair value or at the non-controlling interest’s proportionate share of the recognised amounts
of the acquiree’s identifiable net assets.
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Summary of material accounting policies - continued
3.1 Consolidation — continued

Inter-entity transactions, balances and unrealised gains on transactions between Group entities are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the
consolidated statement of profit or loss, statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of financial position respectively.

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

A listing of the subsidiaries is set out in Note 9 to the consolidated financial statements.
3.2 New and amended IFRS Accounting Standards that are effective for the current year

Accounting pronouncements have become effective from 1 January 2025 and are therefore mandatory
in 2025 as follows:

¢ Amendments to IAS 21 — The Effects of Changes in Foreign Exchange Rates: Lack of
Exchangeability

These amendments did not have a significant impact on these financial statements and therefore the
disclosures have not been made.

3.3 IFRS Accounting Standards, amendments and Interpretations to existing standards that
are not yet effective and have not been adopted early by the Group and the Corporation

At the date of authorisation of these consolidated financial statements, several new, but not yet
effective, IFRS Accounting Standards and amendments to existing standards, and Interpretations,
have been published by the IASB or IFRIC. None of these IFRS Accounting Standards or
amendments to existing standards have been adopted early by the Group and the Corporation and
no Interpretations have been issued that are applicable and need to be taken into consideration by
the Group and the Corporation at either reporting date.

IFRS Accounting Standards and amendments that are not yet effective and have not been adopted
early by the Group and the Corporation include:

¢ Amendments to the Classification and Measurement of Financial Instruments (Amendments
to IFRS 9 and 7) (issued on 30 May 2024) (effective for annual periods beginning on or after
1 January 2026)

e Contracts Referencing Nature-dependent Electricity (Amendments to IFRS 9 and IFRS 7)
(issued on 18 December 2024) (effective for annual periods beginning on or after 1 January
2026)

¢ Annual Improvements to IFRS Accounting Standards—Volume 11 (issued on 18 July 2024)
(effective for annual periods beginning on or after 1 January 2026)
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Summary of material accounting policies — continued

3.3 IFRS Accounting Standards, amendments and Interpretations to existing standards that
are not yet effective and have not been adopted early by the Group and the Corporation -
continued

e IFRS 18 — Presentation and Disclosure in financial statements (the result of the IASB’s
Primary Financial Statements project, and it becomes effective for annual periods beginning
on or after 1 January 2027)

Moreover, the below have been issued by the IASB but not yet adopted by the EU:

e IAS 21 ‘The Effects of Changes in Foreign Exchange Rates: Translation to a
Hyperinflationary Presentation Currency (Amendments) (issued on 13 November 2025)
(effective for annual periods beginning on or after 1 January 2027)

¢ Amendments to IFRS 19 ‘Subsidiaries without Public Accountability: Disclosures’ (issued on
9 May 2024 and amended on 21 August 2025) (effective for annual periods beginning on or
after 1 January 2027)

¢ Amendment in IFRS 10 ‘Consolidated Financial Statements’ and IAS 28 ‘Investments in
Associates and Joint Ventures: Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture’ (the effective date is postponed indefinitely pending the outcome
of the IASB’s research project on the equity method of accounting)

Management anticipates that all relevant pronouncements will be adopted for the first period
beginning on or after the effective date of the pronouncement.

However, except for the below, these Standards and amendments are not expected to have a
significant impact on the financial statements in the period of initial application.

In April 2024, the IASB issued IFRS 18, which replaces IAS 1 ‘Presentation of Financial Statements’.
The adoption of IFRS 18 ‘Presentation and Disclosure in financial statements’, effective for periods
commencing on or after 1 January 2027, is expected to have a material impact on the presentation
of the financial Statements, and therefore relevant disclosures are included below.

Although IFRS 18 includes many of the requirements of IAS 1, it introduces new requirements to
better structure financial statements and to provide more detailed and useful information to investors,
including:

* two new subtotals defined in the statement of profit or loss, namely (1) operating profit and (2) profit
or loss before financing and income taxes

« the classification of all income and expenses within the statement of profit or loss in one of five
categories: operating, investing, financing, income taxes and discontinued operations

* a new requirement to disclose performance measures defined by management, and

« an improvement in the principles related to the aggregation and disaggregation of information in
the financial statements and accompanying notes.

IFRS 18 will be applied retrospectively with specific transitional provisions.

The Group and the Corporation are currently working to identify all of the impacts that IFRS 18 will
have on the primary financial statements and notes to the financial statements.

Other new standards, amendments and Interpretations not adopted in the current year have not been
disclosed as they are not expected to have a material impact on the consolidated financial
statements.
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3.4 Foreign currency translation
(a) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). The financial statements are
presented in Euro (€), which is both the Group and the Corporation’s functional and presentation
currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in profit or loss. All foreign
exchange gains and losses are presented in the income statement within ‘other income/(expense)’.

3.5 Property, plant and equipment

All property, plant and equipment is initially recorded at historical cost and subsequently stated at
historical cost less depreciation and impairment losses. Historical cost includes expenditure that is
directly attributable to the acquisition of the items. Borrowing costs (Note 3.27) which are incurred for
the purpose of acquiring or constructing a qualifying asset are capitalised as part of its cost. Borrowing
costs are capitalised while acquisition or construction is actively underway. Capitalisation of
borrowing costs is ceased once the asset is substantially complete and is suspended if the
development of the asset is suspended.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Group and Corporation and the cost of the item can be measured reliably. The carrying amount
of the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss
during the financial period in which they are incurred.

Freehold land is not depreciated as it is deemed to have an indefinite life. Also, no depreciation is
recorded on assets in the course of construction until the asset is finalised and re-classified to the
respective asset class it relates to.

Depreciation on assets is calculated using the straight-line method to allocate their cost to their
residual values over their estimated useful lives, as follows:

Class Years
Buildings 50

Water infrastructure and related assets 5-39
Plant, equipment, furniture and fittings 5-10
Waste water infrastructure and related assets 5-39
Integrated utilities business systems 2-12

Water infrastructure and related assets comprise the main distribution system including reservoirs,
underground galleries, boreholes, and the reverse osmosis plants.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period. An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount (Note 3.10).
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3.5 Property, plant and equipment - continued

Gains and losses on disposals are determined by comparing the proceeds with carrying amount and
are recognised in profit or loss.

3.6 Right of use asset and lease liability

The Corporation recognises a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses and adjusted for certain remeasurements of the
lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot
be readily determined, the Corporation’s incremental borrowing rate. Generally, the Corporation uses
its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased
by lease payment made. It is remeasured when there is a change in future lease payments arising
from a change in an index or rate, a change in the estimate of the amount expected to be payable
under a residual value guarantee, or as appropriate, changes in the assessment of whether a
purchase or extension option is reasonably certain to be exercised or a termination option is
reasonably certain not to be exercised.

3.7 Finance lease receivables

The Group leases out property, plant and equipment in the statement of financial position and are
accounted for in accordance with accounting policy Note 3.5. A lease is classified as a finance lease
if it transfers substantially all the risks and rewards incidental to ownership of the underlying asset,
and classified as an operating lease if it does not.

All leases are classified as finance leases from a lessor perspective. The lessor derecognises such
property, plant and equipment being leased to the lessee as an asset. Amounts due from lessees
under finance leases are recognised as receivables at the amount of the Group’s net investment in
the leases.

Where the lease payments have already been fully received prior to the commencement of the lease,
the lease receivable is recognised at the original purchase price of the asset. Conversely, where the
lease payments are expected to be received over the lifetime of the lease, the lease receivable is
deemed to be the present value of the lease receipts expected during the lease term. The lease
receivable will be derecognised over the lifetime of the lease.

Finance income on net investment in finance leases is calculated with reference to the gross carrying
amount of the lease receivables, and is allocated to accounting periods so as to reflect a constant
periodic rate of return on the Company’s net investment outstanding in respect of the leases.

Subsequent to initial recognition, the Group regularly reviews the estimated unguaranteed residual
value and applies the impairment requirements of IFRS 9, recognising an allowance for expected
credit losses on the finance lease receivables.
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3.8 Investment in jointly-controlled entity

Jointly-controlled entities are all entities over which the Group and the Corporation has joint control
by virtue of a contractual agreement with one or more parties.

Under the equity method of accounting, the Group’s share of its jointly-controlled entity’s post-
acquisition profits or losses is recognised in profit or loss and its share of post-acquisition other
comprehensive income is recognised in other comprehensive income. The cumulative post-
acquisition movements are adjusted against the carrying amount of the investment. When the
Group’s share of losses in a jointly-controlled entity equals or exceeds its interest in the jointly-
controlled entity, including any other unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on behalf of the jointly-controlled entity.

Unrealised gains on transactions between the Group and its jointly-controlled entities are eliminated
to the extent of the Group’s interest in the jointly-controlled entity. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of the jointly-controlled entity have been changed where necessary to ensure
consistency with the policies adopted by the Group.

In the Corporation’s separate financial statements, the investment in the jointly-controlled entity is
accounted for by the cost method of accounting, i.e. at cost less impairment. Provisions are recorded
where, in the opinion of the Directors, there is an impairment in value. Where there has been an
impairment in the value of an investment, it is recognised as an expense in the period in which the
diminution is identified. The results of the jointly-controlled entity are reflected in the Corporation’s
separate financial statements only to the extent of dividends receivable. On disposal of an
investment, the difference between the net disposal proceeds and the carrying amount is charged or
credited to profit or loss.

3.9 Investment in subsidiaries

Investment in subsidiaries are accounted for by the cost method of accounting, i.e. at cost less
impairment. Provisions are recorded where, in the opinion of the Directors, there is an impairment in
value. Where there has been an impairment in the value of an investment, it is recognised as an
expense in the period in which the diminution is identified.

The results of subsidiaries are reflected in the Corporation’s separate financial statements only to the
extent of dividends receivable. On disposal of an investment, the difference between the net disposal
proceeds and the carrying amount is charged or credited to profit or loss.

3.10 Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash-generating units). Non-financial assets
other than goodwill that suffered an impairment are reviewed for possible reversal of the impairment
at the end of each reporting period.
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3.11 Financial assets
3.11.1 Classification

The Group and the Corporation classify financial assets, (other than investment in jointly-controlled
entity and in subsidiaries) in the following categories. The classification depends on the purpose for
which the financial assets were acquired. Management determines the classification of its financial
assets at initial recognition.

(a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, i.e.
financial assets acquired principally for the purpose of selling in the short-term. A financial asset is
also classified in this category if, on initial recognition, it is part of a portfolio of identified financial
instruments that are managed together and for which there is evidence of a recent actual pattern of
short-term profit-taking. Assets in this category are classified as current assets if expected to be
settled within twelve months; otherwise, they are classified as non-current.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They arise when the Group and the Corporation provide money,
goods or services directly to a debtor with no intention of trading the asset. They are included in
current assets, except for maturities greater than twelve months after the end of the reporting period.
These are classified as non-current assets. The Group and the Corporation’s loans and receivables
comprise trade and other receivables and cash and cash equivalents in the statement of financial
position (Notes 3.13 and 3.14).

Therefore, these are classified at amortised cost, comprising assets that are held within a business
model whose objective is to collect contractual cash flows and the contractual terms give rise to cash
flows that are solely payments of principal and interest.

3.11.2 Recognition and measurement

The Group and the Corporation recognise a financial asset in the statement of financial position when
they become a party to the contractual provisions of the instrument. Regular way purchases and
sales of financial assets are recognised on settlement date, which is the date on which an asset is
delivered to or by the Group and the Corporation. Any change in fair value for the asset to be received
is recognised between the trade date and settlement date in respect of assets which are carried at
fair value in accordance with the measurement rules applicable to the respective financial assets.

Financial assets are initially recognised at fair value plus transaction costs. Loans and receivables
are subsequently carried at amortised cost using the effective interest method. Amortised cost is the
initial measurement amount adjusted for the amortisation of any difference between the initial and
maturity amounts using the effective interest method. Financial assets are derecognised when the
rights to receive cash flows from the financial assets have expired or have been transferred and the
Group and the Corporation have transferred substantially all risks and rewards of ownership or have
not retained control of the asset.

3.11.3 Impairment of financial assets

In relation to the impairment of financial assets at amortised cost, IFRS 9 requires an expected credit
loss (“ECL”) model. On a forward-looking basis, the expected credit loss model requires the Group
and the Corporation to account for expected credit losses and changes in those expected credit
losses at each reporting date to reflect changes in credit risk since initial recognition of the financial
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3.11.3 Impairment of financial assets - continued

assets. In other words, it is no longer necessary for a credit event to have occurred before credit
losses are recognised.

Specifically, IFRS 9 requires the Group and the Corporation to recognise a loss allowance for
expected credit losses on:

e Trade receivables

e Loans receivables; and

e Other financial assets that are exposed to credit risk, such as certain loan commitments or
financial guarantee contracts, to which the impairment requirements of IFRS 9 apply.

ECLs are recognised in two stages. If the credit risk on a financial instrument has not increased
significantly since initial recognition (except for a purchased or originated credit-impaired financial
asset), the Group and the Corporation is required to measure the loss allowance for that financial
instrument at an amount equal to 12-months ECL. However, in particular, IFRS 9 requires the
Company to measure the loss allowance for a financial instrument at an amount equal to the lifetime
ECL if the credit risk on that financial instrument has increased significantly since initial recognition,
or if the financial instrument is a purchased or originated credit-impaired financial asset.

IFRS 9 also requires a simplified approach for measuring the loss allowance at an amount equal to
lifetime ECL for trade receivables, contract assets and lease receivables in certain circumstances.

The 12-month ECL is calculated by multiplying the 12-month Probability of Default (PD), Loss Given
Default (LGD) and Exposure at Default (EAD). Lifetime ECL is calculated on a similar basis for the
residual life of the exposure.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Group and the Corporation considers reasonable and
supportable information that is relevant and available without undue cost or effort. At each reporting
date, the Company assesses whether financial assets carried at amortised cost are credit impaired.
A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes observable data such as significant
financial difficulty of the borrower or issuer, or a breach of contract. Loss allowances for financial
assets measured at amortised cost are deducted from the gross carrying amount of the assets.

3.12 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted average cost method. The cost of inventories comprises the invoiced value of goods and,
in general, includes transport and handling costs. Net realisable value is the estimated selling price
in the ordinary course of business, less applicable variable selling expenses.

3.13 Trade and other receivables

Trade receivables comprise amounts due from customers for services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating cycle of
the business if longer), they are classified as current assets. If not, they are presented as non-current
assets.
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3.13 Trade and other receivables - continued

Trade and other receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment (Note 3.11.3). The
carrying amount of the asset is reduced through the use of an allowance account, and the amount of
the loss is recognised in profit or loss.

When a receivable is uncollectible, it is written off against the allowance account for trade and other
receivables. Subsequent recoveries of amounts previously written off are credited against profit or
loss.

3.14 Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at face value. In the
statement of cash flows, cash and cash equivalents include cash in hand, term deposits, deposits
held at call with banks and bank overdrafts. Bank overdrafts are shown within borrowings in current
liabilities in the statement of financial position.

3.15 Government contribution

Investments made in the Corporation by the Government of Malta are treated as part of equity for
accounting purposes. Government contribution includes converted permanent debenture stock.
Such permanent debenture stock has effectively been converted to a Government contribution by
virtue of amendments to the Water Services Corporation Act, passed through Act XXVII of 2007,
whereby Article 35 of the Water Services Corporation Act, which addressed the creation of
permanent debenture stock in favour of the Government, has been deleted.

3.16 Revenue reserve

The Corporation’s profit or loss for the financial year is credited or debited, as the case may be, to a
revenue reserve included in equity. In accordance with Article 25(2) of the Water Services
Corporation Act, the application of the revenue reserve is subject to such direction as the Minister
responsible for the Corporation, after consultation with the Minister of Finance, may from time to time
give.

3.17 Financial liabilities

The Group and the Corporation recognise a financial liability in the statement of financial position
when either one becomes a party to the contractual provisions of the instrument. The Group and the
Corporation’s financial liabilities are measured at amortised cost, i.e. not at fair value through profit
or loss. Therefore, financial liabilities are recognised initially at fair value, being the fair value of
consideration received, net of transaction costs that are directly attributable to the acquisition or the
issue of the financial liability. These liabilities are subsequently measured at amortised cost using the
effective interest method.

The Group and the Corporation derecognise a financial liability from the statement of financial
position when the obligation specified in the contract or arrangement is discharged, is cancelled or
expires.
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3.18 Trade and other payables

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

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

3.19 Borrowings

Borrowings are recognised initially at the fair value of proceeds received, net of transaction costs
incurred. Borrowings are subsequently carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value is recognised in profit or loss over the
period of the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group and the Corporation have an
unconditional right to defer settlement of the liability for at least twelve months after the end of the
reporting period.

3.20 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis, or realise the asset and settle the liability simultaneously.

3.21 Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss,
except to the extent that it relates to items recognised in other comprehensive income or directly in
equity (if any).

Deferred tax is recognised, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements. However,
deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill; deferred
tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other
than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss. Deferred tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the end of the reporting period and are expected to apply when the related
deferred tax asset is realised or the deferred tax liability is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilised.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred tax assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.
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3.22 Provisions

Provisions are recognised when the Group and the Corporation have a present legal or constructive
obligation as a result of past events and it is probable that an outflow of resources will be required to
settle the obligations; and the amount has been reliably estimated. Costs related to the ongoing
activities of the Group and the Corporation are not provided for in advance. Provisions are not
recognised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to the passage of
time is recognised as interest expense.

3.23 Pensions obligations

In terms of the Water Services Corporation Act, Cap. 355 of the Laws of Malta, Article 40 (5), the
Corporation is bound to pay the Government of Malta contributions, as may from time to time be
determined by the Minister responsible for finance, in respect of the cost of pensions and gratuities
earned by the employees, from the date of acceptance by an officer in the public service who has
accepted permanent employment with the Corporation. The Corporation has been in continuous
discussion with Government in respect of the extent of the amount that may in fact be due in this
regard as discussed in Note 5.3.

The Directors have determined that the Corporation should account for future pension obligations as
a ‘defined benefit plan’ in the context of the Pensions Ordinance. A defined benefit plan defines an
amount of pension benefit that an employee will receive on retirement. In the Corporation’s case, this
amount is dependent upon an employee’s final compensation upon retirement, as well as completed
months of service. Eligibility to the scheme is also dependent on a minimum of 10 years’ service and
employment having commenced prior to 1979. The benefit vests only if at retirement date the
employee is still in the employment of the Corporation.

The liability recognised in the statements of financial position in respect of a defined benefit plan is
the present value of the defined benefit obligation at the end of the reporting period. The defined
benefit obligation is calculated annually using the projected unit credit method. The present value of
the defined benefit obligation is determined by discounting the estimated future cash outflows using
interest rate yields of Government or high-quality corporate bonds that are denominated in the
currency in which the benefits will be paid, and that have terms to maturity approximating to the terms
of the related pension liability. Actuarial gains and losses arising from experience adjustments and
changes in actuarial assumptions are charged or credited to equity in other comprehensive income
in the period in which they arise.

Past-service costs are recognised immediately in statement of profit or loss and other comprehensive
income.

3.24 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable for the sale of
goods or services in the ordinary course of the Company’s activities. Revenue is recognised upon
performance of the respective obligation, and is stated net of sales tax, returns, rebates and
discounts.
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3.24 Revenue recognition - continued

The Group and the Corporation recognise revenue when the amount of revenue can be reliably
measured, it is probable that future economic benefits will flow to the Group and the Corporation and

when specific criteria have been met for each of the Group and the Corporation’s activities as
described below.

(a) Sale of water

Sale of water is based on tariff structures established by the Corporation after obtaining approval
from the Malta Resources Authority. Revenue from sale of water represents the value of the sale of
units of water and the related service charges. Revenue includes the estimated value of water units
supplied to customers not yet billed at the end of the reporting period.

(b) Sales of goods

Sales of goods are recognised when the Group and the Corporation have delivered products to the
customer and there is no unfulfilled obligation that could affect the customer’'s acceptance of the
products. Delivery does not occur until the risks of obsolescence and loss have been transferred to
the customer, and the customer has accepted the products.

(c) Sales of services

Revenue from services is generally recognised in the period the services are provided, based on the
services performed to date as a percentage of the total services to be performed. Accordingly,
revenue is recognised by reference to the stage of completion of the transaction under the
percentage of completion method.

(d) Interest income
Interest income is recognised for all interest-bearing instruments using the effective interest method.
(e) Finance income on the net investment in finance leases

Finance income on the net investment in finance leases, where the Group is the lessor, is recognised
in profit or loss on a pattern reflecting a constant periodic rate of return on investment.

3.25 Construction contracts

When the outcome of a contract cannot be estimated reliably, contract revenue is recognised only to
the extent of contract costs incurred that it is probable will be recoverable; and contract costs are
recognised when incurred.

When the outcome of a contract can be estimated reliably and it is probable that the contract will be
profitable, contract revenue and contract costs are recognised over the period of the contract,
respectively, as revenue and expenses. When it is probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as an expense immediately.

The Group and the Corporation use the ‘percentage of completion method’ to determine the
appropriate amount of revenue and costs to recognise in a given period. The stage of completion is
measured by reference to the proportion of contract costs incurred for work performed up to the end
of the reporting period in relation to the estimated total costs for the contract.
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Summary of material accounting policies - continued

3.25 Construction contracts - continued

Costs incurred during the year that relate to future activity on a contract are excluded from contract
costs in determining the stage of completion and are shown as contract work in progress within
inventories

The aggregate of the costs incurred and the profit or loss recognised on each contract is compared
against the progress billings up to the year end.

The Group and the Corporation present as an asset, the gross amount due from customers for
contract work for all contracts in progress for which costs incurred plus recognised profits (less
recognised losses) exceed progress billings, within trade and other receivables.

The Group and the Corporation present as a liability the gross amount due to customers for contract
work for all contracts in progress for which progress billings exceed costs incurred plus recognised
profits (less recognised losses), within trade and other payables.

3.26 Government grants

Grants from the Government are recognised at their fair value where there is a reasonable assurance
that the grant will be received, and that the Group and the Corporation will comply with all attached
conditions.

Government grants related to costs are deferred and recognised in profit or loss over the period
necessary to match them with the costs they are intended to compensate. Such grants mainly
represent EU Funds to which the Group and the Corporation are entitled, and subsidies receivable
from Government, as approved under the capital and recurrent expenditure votes of the Ministry
responsible for the Group and the Corporation, in relation to capital expenditure and operational
expenses of water production and waste water system.

Grants related to income are generally credited to profit or loss and presented under ‘Government
subsidies’. However, when such grants are specifically related to a particular expense they are
presented as a deduction in reporting that expense.

Government grants receivable in relation to the purchase of property, plant and equipment are
included in liabilities as deferred Government grants and are credited to profit or loss on a straight-

line basis over the expected lives of the related assets. Within profit or loss, such grants are
presented under ‘Government subsidies’.

3.27 Borrowing costs

Borrowing costs which are incurred for the purpose of acquiring or constructing qualifying property,
plant and equipment, investment property or property held for development and resale are capitalised
as part of its cost. Borrowing costs are capitalised while acquisition or construction is actively
underway, during the period of time that is required to complete and prepare the asset for its intended
use. Capitalisation of borrowing costs is ceased once the asset is substantially complete and is
suspended if the development of the asset is suspended. All other borrowing costs are expensed.
Borrowing costs are recognised for all interest-bearing instruments on an accrual basis using the
effective interest method. Interest costs include the effect of amortising any difference between initial
net proceeds and redemption value in respect of interest-bearing borrowings.
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Financial risk management
4.1 Financial risk factors

The Group and the Corporation’s activities potentially expose them to a variety of financial risks:
market risk (including currency risk and interest rate risk), credit risk and liquidity risk. The Group and
the Corporation’s overall risk management, covering risk exposures for the Corporation and its
subsidiary, focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group and the Corporation’s financial performance. The Board of Directors
governing the Group and the Corporation provides principles for overall risk management. The Group
and the Corporation did not make use of derivative financial instruments to hedge risk exposures
during the current and preceding financial years.

a. Market risk
(i) Foreign exchange risk

Foreign exchange risk arises from future commercial transactions and recognised assets and
liabilities which are denominated in a currency that is not the entity’s functional currency.

The Group and Corporation are exposed to US Dollars (USD). The carrying amount of the financial
assets at fair value through profit or loss, and cash and cash equivalents, denominated in this foreign
currency as at the end of the reporting periods were as follows:

Group and Corporation

2025 2024
€ €

Financial assets at fair value through profit or loss
usD 305,333 331,136

Group and Corporation

2025 2024
€ €

Cash and cash equivalents
uUsD 13,085 42,717

The risk arising from foreign currency transactions is managed by regular monitoring of the relevant
exchange rates and management’s reaction to material movements thereto.

The Group and the Corporation’s revenues, purchases and operating expenditure, financial assets
and liabilities, including financing, are mainly denominated in Euro. Accordingly, the Group and
Corporation are not significantly exposed to foreign exchange risk and a sensitivity analysis for
foreign exchange risk disclosing how profit or loss and equity would have been affected by changes
in foreign exchange rates that were reasonably possible at the end of the reporting period is not
deemed necessary.

(i) Interest rate risk

The interest rate profile of the Corporation’s interest-bearing financial instruments at the end of the
reporting periods consists of both fixed and floating interest rates.
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Financial risk management - continued

4.1 Financial risk factors - continued

a. Market risk - continued

(i)  Interest rate risk - continued

Financial assets

Subject to fixed rates:

Term deposits (Note 16)

Finance lease receivables (Note 8)
Loan receivable (Note 11)

Financial liabilities

Subject to fixed rates:

Bond borrowings (Note 18)
Loan from subsidiary (Note 21)
Other borrowings (Note 24)
Lease liability (Note 7)

Financial liabilities
Subject to floating rates:
Bank borrowings (Note 20)

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000
24,000 27,000 16,000 15,000
739 797 - -
218 264 - -
24,957 28,061 16,000 15,000
24,627 24,578 - -
- - 14,955 7,470
2,600 2,806 2,600 2,806
6,678 9,027 6,678 9,027
33,905 36,411 24,233 19,303
14,938 12,325 14,938 12,325

The Group and the Corporation’s significant instruments that are subject to fixed interest rates, as
disclosed in the table above, which expose the Group and the Corporation to interest rate risk, are
however measured at amortised cost. Accordingly, a shift in interest rates would have no impact on

the carrying amount of these borrowings.

The Group and the Corporation’s operating cash flows are substantially independent of changes in
market interest rates. Based on this analysis, management considers the potential impact on profit
or loss of a defined interest rate shift that is reasonably possible at the end of the reporting period to
be contained. Accordingly, a sensitivity analysis for interest rate risk is not deemed necessary.
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Financial risk management - continued

4.1 Financial risk factors - continued

b. Credit risk

The Group and Corporation measure credit risk and expected credit losses using probability of
default, exposure at default and loss given default. Management considers both historical analysis

and forward-looking information in determining any expected credit losses.

The Corporation’s current credit risk grading framework comprises the following categories:

Basis for Recognising
Category Description Expected Credit
Losses (ECL)
Performing A low risk of default and no past due amounts. 12-month ECL
Doubtful Amount is greater than 30 days past due or there Lifetime ECL — not
has been a significant increase in credit risk since credit-impaired
initial recognition.
In default Amount is greater than 90 days past due or there is Lifetime ECL — credit-
evidence indicating the asset is credit-impaired. impaired
Write-off There is evidence indicating that the debtor is in Amount is written off
severe financial difficulty and the Corporation has no
realistic prospect of recovery.

The Group and the Corporation’s exposures to credit risk as at the end of the reporting years are
analysed as follows:

Group Corporation

2025 2024 2025 2024
€000 €000 €000 €000

Loans and receivables category:
Loan receivable (Note 11) 217 264 - -
Finance lease receivables (Note 8) 739 797 - -
Trade and other receivables (Note 14) 56,343 87,488 55,706 86,520
Cash and cash equivalents (Note 16) 34,739 50,384 22,583 31,796
92,038 138,933 78,289 118,316

The maximum exposure to credit risk at the end of the reporting year in respect of the financial assets
mentioned above is equivalent to their carrying amount as disclosed in the respective notes to the
financial statements. The Group and the Corporation do not hold any collateral as security in this
respect.

Cash and cash equivalents consist of cash at hand and cash held at reputable financial institutions.
The credit risk for cash and cash equivalents is considered to be manageable, since the Group and
the Corporation bank only with local financial institutions with high quality standing or rating.
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Financial risk management - continued
4.1 Financial risk factors - continued
b. Credit risk - continued

The Group and the Corporation’s trade receivables arise from the Group and the Corporation’s core
operations. The Group and the Corporation has applied the simplified approach in IFRS 9 to measure
the loss allowance at lifetime ECL. The Corporation determines the ECL on these terms by using an
estimate based on historical credit loss experience based on the past due status of the debtors,
adjusted as appropriate to reflect current conditions and estimates of future economic conditions.
The Group and the Corporation consider that it is not exposed to major concentrations of credit risk
in the event of non-performance of a single customer other than as disclosed below.

The Group and the Corporation’s trade and other receivables also include significant amounts due
from the Government of Malta and other related parties that are owned or controlled by the
Government. The Group and the Corporation’s credit control function monitors related party
exposures at an individual level on a regular basis and ensures timely performance of these assets
in the context of overall liquidity management. The Group and the Corporation take cognisance of
the related party relationship with these entities and management does not expect any significant
losses from non-performance or default.

As at 31 December 2025, the total trade receivables which were impaired and against which an
allowance for credit loss was taken amounts to €5.1 million (2024: €5.0 million) for the Group, and
€5.0 million (2024: €4.9 million) for the Corporation. The individually impaired receivables mainly
relate to a number of independent customers who are not meeting repayment obligations. Reversal
of provisions for impairment arise in those situations where customers settle the balance due. The
Group and the Corporation do not hold any collateral as security in respect of the impaired assets.

The movements in the Group and the Corporation’s provisions for impairment of trade receivables
are disclosed in Note 27 to the financial statements.

As at 31 December 2025 and 2024, there were certain trade and other receivables which were past
due but not impaired. These mainly relate to a number independent trade customers for whom there
is no recent history of default. Whilst a limited number of customers account for a certain percentage
of the Group and the Corporation’s past due trade debts, management has not identified any major
concerns with respect to concentration of credit risk as outlined above. Categorisation of trade
receivables as past due is determined by the Group and the Corporation on the basis of the nature
of the credit terms in place and credit arrangements actually utilised in managing exposures with
customers.

The Group has advanced one (1) loan to a related entity. As of the reporting date, the Group has
assessed the credit risk associated with this loan receivable to be limited and, accordingly, the
identified expected credit loss is not deemed to be significant.

The Group’s finance lease receivables consist of three (3) finance lease arrangements, two (2) of
which were paid in advance of the lease agreement. Any considerations for ECL were made on the
third finance lease arrangement for which no payment in advance had taken place. Based on the
Group's assessment which includes consideration of historical repayment patterns and current
economic conditions, it was concluded that there is no objective evidence of impairment requiring the
recognition of significant ECL provisions for the Group’s remaining finance lease arrangement.
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Financial risk management - continued
4.1 Financial risk factors - continued
C. Liquidity risk

The Group and the Corporation are exposed to liquidity risk in relation to meeting future obligations
associated with its financial liabilities, which comprise interest-bearing borrowings (Notes 18, 20 and
21), Government dues (Note 24) and trade and other payables (Note 19). Prudent liquidity risk
management includes maintaining sufficient cash and committed credit lines to ensure the availability
of an adequate amount of funding to meet the Group and the Corporation’s obligations.

Management monitors liquidity risk by reviewing expected cash flows and ensures that no additional
financing facilities are expected to be required over the coming year. The Group and the
Corporation’s liquidity risk is actively managed taking cognisance of the matching of cash inflows and
outflows arising from expected maturities of financial instruments, coupled with the Group and the
Corporation’s committed bank borrowing facilities and other financing that they can access to meet
liquidity needs as further disclosed in Notes 18, 20, 21, 22 and 24. Notwithstanding the working
capital deficiency as at the year end, management does not consider the Group's liquidity exposure
to be significant after taking account of the financing options available to it.

The following tables analyse the Group’s and the Corporation’s principal financial liabilities into
relevant maturity groupings based on the remaining term at the end of the reporting year to the
contractual maturity date. The amounts disclosed in the tables are the contractual undiscounted cash
flows and when applicable are inclusive of interest. Balances due within twelve months equal their
carrying balances, as the impact of discounting is not significant.
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4,

Financial risk management - continued

4.1 Financial risk factors - continued

c. Liquidity risk — continued

Group

31 December 2024

Bond

Bank borrowings

Other borrowings

Trade and other payables

31 December 2025

Bond

Bank borrowings

Other borrowings

Trade and other payables

Corporation

31 December 2024

Bank borrowings

Loan from subsidiary
Other borrowings

Trade and other payables

31 December 2025

Bank borrowings

Loan from subsidiary
Other borrowings

Trade and other payables

Carrying | Contractual Less than 1 Between 1 Over
amount | cash flows year and 5 years 5 years
€000 €000 €000 €000 €000
24,578 34,187 1,063 4,250 28,874
18,974 20,750 7,189 10,936 2,625
2,806 3,118 250 1,250 1,618
102,031 102,031 102,031 - -
25,000 33,125 1,063 4,250 27,812
12,325 13,530 3,090 8,973 1,467
2,600 2,868 250 1,250 1,368
94,732 94,732 94,732 - -
Carrying | Contractual Less than 1 Between 1 Over
amount | cash flows year and 5 years 5 years
€000 €000 €000 €000 €000
18,974 20,750 7,189 10,936 2,625
7,470 9,090 - - 9,090
2,806 3,118 250 1,250 1,618
100,679 100,679 100,679 - -
12,325 13,560 3,090 8,973 1,497
14,955 15,149 - - 15,149
2,600 2,868 250 1,250 1,368
93,625 93,625 93,625 - -
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Financial risk management - continued
4.1 Financial risk factors - continued
C. Liquidity risk - continued

An amount of €12,325,133 (2024: €14,938,285) disclosed above within the bank borrowings is to be
reimbursed by the Government.

4.2 Capital risk management

The Group and the Corporation’s objectives when managing capital are to safeguard the Group and
the Corporation’s ability to continue as a going concern and to maintain an optimal capital structure
to support their operations and reduce the cost of capital. In order to maintain or adjust the capital
structure, the Group may seek funding from Government within the parameters of specific
regulations.

The level of capital of the Group and the Corporation, which constitute equity as reflected in the
consolidated statements of financial position, is maintained by reference to its respective financial
obligations and commitments arising from operational requirements. The Directors, together with the
Government of Malta, are constantly reviewing the adequacy of the capital level in the context of the
changing business and operational environment, both locally and internationally, and expected
operating results of the Group and the Corporation on the basis of management’s budgets and
forecasts. In view of the nature of the Group and the Corporation’s activities and the extent of
borrowings or debt, the capital level as at the end of the reporting year determined by reference to
the consolidated financial statements is deemed to be adequate by the Directors.

4.3 Fair values of financial instruments

The Group and Corporation classifies fair value measurements using a fair value hierarchy that
reflects the significance of the inputs used in making the measurements. The fair value hierarchy has
the following levels:

¢ Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

¢ Inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2).

e Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (Level 3).

The financial instruments measured at fair value are made up of the Corporation’s financial assets at
fair value through profit or loss (Note 13) amounting to €18.3 million (2024: €12.3 million), which are
entirely grouped in Level 1.

At 31 December 2025 and 2024, the carrying amounts of other financial assets and financial liabilities
classified with current assets and current liabilities respectively approximated their fair values due to
the short-term maturities of these assets and liabilities.

The fair value of non-current financial instruments for disclosure purposes is estimated by
discounting the future contractual cash flows at the respective current market interest rate that is
available to the Group and the Corporation for similar financial instruments. The fair value of the
Group and the Corporation’s non-current assets and liabilities as at the end of the reporting year are
not significantly different from the carrying amounts in view of the interest rates to which they are
exposed.
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Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and based on historical experience and other
factors including expectations of future events that are believed to be reasonable under the
circumstances.

The Group and the Corporation make estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. These estimates and
assumptions present a risk ofcausing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year. The Group and the Corporation’s Directors and management
also make judgements, apart from those involving estimations,in the process of applying the entity's
accounting policies that may have a significant effect on the amounts recognised in the financial
statements.

5.1 The Corporation’s revenue from sale of water

Every water utility provider expects to suffer water losses. These can be divided into two: real losses
and apparent losses. The former are actual losses from the network, i.e. leakages from pipes, whilst
the latter refers to a loss of revenue, in relation to units that have been actually consumed by
customers, but for various reasons are not being billed. In Malta, studies have demonstrated that the
largest contributor to apparent losses is meter under-registration. Persistent attempts to curb both
types of losses have been made over the years and continue to be undertaken. To this effect, the
Corporation has embarked on a nationwide project where it is changing older meters with more
efficient meters in an attempt to mitigate as much as possible the under- registration of meters.

The Corporation together with Enemalta Corporation, implemented a state-of-the-art Integrated
Utilities Business System to support and improve each Corporation’s management of revenue and
receivables. In 2009, both Corporations set up a jointly-controlled entity (Automated Revenue
Management Services Ltd — ‘ARMS’) specifically incorporated to act as a service organization with
the objective of administering the revenue cycle within this newly implemented and integrated IT
system. This system was commissioned as from 1 January 2010. After this, the Corporation
continued with its extensive program of introducing an Automated Metering Management System
with the aim of further controlling apparent losses. This implementation process is still not complete
and the benefits of improved management of apparent losses are still to be witnessed.

The Corporation estimates the unbilled element of water consumption for the year with reference to
actual bills issued after the year end, and other assumptions made for bills that had not yet been
issued at the year end in respect of units consumed during the year. This process requires certain
assumptions to be made for bills that have not yet been issued in relation to units consumed during
the year. The estimated revenue portion included in accrued income is disclosed in Note 14 and
amounted to €14.8 million as at 31 December 2025 (2024: €20.4 million).

Notwithstanding the system and control limitations that were identified in the above-mentioned third
party assurance report, the Directors have concluded that the estimate of accrued income included
within these financial statements is a reasonable one. This assertion considers a number of factors,
including the assessment at the time, of the potential financial impact of certain reported control
deficiencies which was not deemed to be significant, as well as the comparability of the volume of
units billed with prior years’ experience and units produced, the passage of time and bills issued
subsequent to the year end.

At the same time, the Directors draw attention to the sensitivity of this estimate and the inherent
estimation uncertainty, which is influenced by the matters described above. The estimate of accrued
income is considered to be critical to the financial statements on the basis of there being significant
risk of a material adjustment to the carrying amount within the next financial year.
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Critical accounting estimates and judgements - continued
5.1 The Corporation’s revenue from sale of water - continued

This estimation process requires certain assumptions to be made for bills that had not yet been
issued in relation to units consumed during the year. These assumptions include the proration of bills
issued after the end of the reporting year by apportioning the element of consumption attributable to
2025 with reference to average consumption trends. In a similar manner, consumption for meters for
which no actual reading was made after the end of the reporting year was estimated to be consistent
with past consumption patterns by the same customers. Therefore, this estimate is inherently subject
to the risk of fluctuations in actual consumption when compared to past consumption trends. These
assumptions in the estimation process impact the degree of accuracy when comparing total units
billed to those produced.

As mentioned above, despite the system and control limitations, the Directors believe that the
comparability of the volume of units billed with units produced, and with prior years’ experience of
unbilled units, is a key indicator that revenue from the sale of water, including accrued income, is
reasonable. Management considers that a fluctuation of 5% in unbilled units is an appropriate
benchmark for the purposes of applying sensitivity. A fluctuation of 5% in the proportion of units billed
to units produced, assuming that all other variables, including the average revenue per unit billed,
are kept constant, would result in an increase or decrease of €4.8 million (2024: €4.5 million) in the
Corporation’s revenue from the sale of water.

5.2 Provision for impairment of trade receivables

The Group and the Corporation monitors the performance trade receivables on a regular basis to
identify potential collection losses, which are inherent in the Group and the Corporation’s debtors,
taking into account historical experience incollection of accounts receivable. On this basis, the
Directors believe that the provision for impairment recognised in the financial statements is
reasonable and reflects the possibility of default and potential recoveries from customers. However,
due to the inherent uncertainty in the evaluation process, actual defaulters may be different from
those provided for.

5.3 Provision for cost of service pensions payable to Government

The Corporation exercises judgement in measuring and recognising provisions for its pension
obligations. The present value of future pension obligations depends on a number of factors that are
determined on an actuarial basis using a number of assumptions, including, inter alia, the discount
rate, the appropriate vesting period and expected rates of mortality. In the Corporation’s case, the
specific judgements involved are even more subjective, taking cognisance of the Directors’
interpretation of the nature of the Corporation’s obligations and the ongoing developments in this
respect as explained in Note 3.23.

Although the Corporation has provided for an initial estimate of potential future pension obligations,
discussions are still under way with Government on the extent of the amounts that may in fact be
finally due. Due to the inherent uncertainty in this evaluation process, actual costs may be different
from the estimated provision for future pension obligations that are recognised in Note 23.2.

5.4 Estimation of useful life

The useful lives and residual values of the Group and the Corporation’s property, plant and
equipment are determined by the Directors at the time the asset is acquired and reviewed annually
for appropriateness. The lives are based on historical experience of similar assets as well as
anticipation of future events that may impact their life such as changes in technology, innovation and
related regulations.
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Critical accounting estimates and judgements - continued
5.5 Impairment assessment of property, plant and equipment

IFRSs require management to test the carrying value of property, plant and equipment (disclosed in
Note 6) for impairment if events or changes in circumstances indicate that the carrying amount of a
non-financial asset having a finite useful life may not be recoverable. The Group and the Corporation
are continually assessing the operational andfinancial impact of compliance with laws and regulations.
Generally, environmental and regulatory compliance results in additional costs being incurred, but
could also lead to the possible impairment of existing plant and equipment.

5.6 Amounts due from Government included within ‘Trade and other receivables’

Included within ‘Trade and other receivables’ are ‘Amounts due from Government’ which represent
the Corporation’s entitlement to the reimbursement of specific bank borrowings used by the
Corporation for capital expenditure purposes, based on a formalised commitment between the
Government and the Corporation.

The reimbursements are approved under the capital expenditure votes of the Ministry responsible
for the Corporation in the Government’s annual financial estimates and are not receivable from the
Government as owner of the Corporation.

The proceeds from the identified bank borrowings shall be used by the Corporation exclusively for
the execution of capital projects. Accordingly, the amounts due from Government have been deferred
in the balance sheet under ‘Government grants’ and are credited to profit or loss on a straight-line
basis over the expected lives of the related assets, in line with the Group’s accounting policies.

Furthermore, since amounts due from Government included within ‘Trade and other receivables’ are
interest-free, an imputed interest rate is applied based on the interest rate charged onto the
respective identified bank borrowings.

Assessment of matters referred to above

In the opinion of the Directors, except as disclosed in Note 5.1 above, the accounting estimates and
judgements made in the course of preparing these financial statements, which have been highlighted
above, are not difficult, subjective or complex to a degree that would warrant their description as
critical in terms of the requirementsof IAS 1.
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6. Property, plant and equipment

Group

Cost

At 01.01.2024
Additions

Write offs
Reclassification

At 01.01.2025
Additions

Write offs
Reclassification

At 31.12.2025

Depreciation

At 01.01.2024

For the year
Realised on write offs

At 01.01.2025
For the year
Realised on write offs

At 31.12.2025

Net book value

At 31.12.2024

At 31.12.2025

Water Plant, \Waste water Integrated .
. . . e Assets in the
Land and infrastructure  equipment, infrastructure utilities
. . ) course of Total
buildings  and related furniture and  and related business .
. construction
assets fittings assets systems

€000 €000 €000 €000 €000 €000 €000
63,326 257,329 43,942 197,271 35,539 87,045 684,452
1,430 6,554 4,475 6,957 - 44,207 63,623
(1,440) (29) (70) - - (1,539)
16 14,827 264 31,206 - (46,313) -
64,772 277,270 48,652 235,364 35,539 84,939 746,536
317 347 6,690 1,032 - 92,005 100,391
- (1,571) (45) - - (5,777) (7,393)
11,012 25,029 3,192 30,149 - (69,382) -
76,101 301,075 58,489 266,545 35,539 101,785 839,534
18,941 119,055 29,410 99,815 35,516 - 302,737
1,255 9,700 3,590 6,502 23 - 21,070
- (1,440) (321) (70) - - (1,831)
20,196 127,315 32,679 106,247 35,539 - 321,976
1,406 10,724 4,148 8,210 - - 24,488
- (1,571) (45) - - - (1,616)
21,602 136,468 36,782 114,457 35,539 - 344,848
44,576 149,955 15,973 129,117 - 84,939 424,560
54,499 164,607 21,707 152,088 - 101,785 494,686
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6. Property, plant and equipment - continued
Water Plant, Waste water Integrated .
. . . b Assets in the
. Land and infrastructure  equipment, infrastructure utilities
Corporation . . ) course of Total
buildings  andrelated furniture and  and related business )
" construction
assets fittings assets systems

€000 €000 €000 €000 €000 €000 €000
Cost
At 01.01.2024 63,326 257,329 43,912 197,271 35,539 87,370 684,747
Additions 1,430 6,554 4,475 6,957 - 44,216 63,632
Write offs (1,440) (29) (70) - - (1,539)
Reclassification 16 14,827 264 31,206 - (46,313) -
At 01.01.2025 64,772 277,270 48,622 235,364 35,539 85,273 746,840
Additions 317 348 6,610 1,032 - 92,000 100,307
Write offs - (1,571) (45) - - (5,777) (7,393)
Reclassification 11,012 25,029 3,192 30,149 - (69,382) -
At 31.12.2025 76,101 301,076 58,379 266,545 35,539 102,114 839,754
Depreciation
At 01.01.2024 18,941 119,055 29,395 99,815 35,516 - 302,722
For the year 1,255 9,700 3,585 6,502 23 - 21,065
Realised on write offs - (1,440) (321) (70) - - (1,831)
At 01.01.2025 20,196 127,315 32,659 106,247 35,539 - 321,956
For the year 1,406 10,724 4,125 8,210 - - 24,465
Realised on write offs - (1,571) (45) - - - (1,616)
At 31.12.2025 21,602 136,468 36,739 114,457 35,539 - 344,805
Net book value
At 31.12.2024 44,576 149,955 15,958 129,117 - 85,273 424,879
At 31.12.2025 54,499 164,608 21,640 152,088 - 102,114 494,949

Assets in the course of construction represent plant and equipment, which as at the end of the
financial year, had not been commissioned for use within the Corporation and these relate to water
and waste water infrastructure assets.
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Right of use asset and lease liability

a. Right of use asset

Group and Corporation

At 1 January 2024
Additions
Depreciation charge

As at 31 December 2024

Year ended 31 December 2024
Cost
Accumulated depreciation

Net book value

At 1 January 2025

Additions

Remeasurement due to lease modification
Depreciation charge

As at 31 December 2025

Year ended 31 December 2025
Cost
Accumulated depreciation

Net book value

b. Lease Liability

Group and Corporation

At 1 January 2024

Additions

Interest expense on lease liability
Repayment of lease liability

As at 31 December 2024

At 1 January 2025

Additions

Remeasurement due to lease modification
Interest expense on lease liability
Repayment of lease liability

As at 31 December 2025

Sewage

treatment Motor Total
Vehicles

plant
€000 €000 €000
- 3,970 3,970
5,714 772 6,486
- (1,549) (1,549)
5,714 3,193 8,907
5,714 5,508 11,222
- (2,315) (2,315)
5,714 3,193 8,907
5,714 3,193 8,907
- 1,899 1,899
(1,143) - (1,143)
(1,524) (1,635) (3,159)
3,047 3,457 6,504
4,571 7,407 11,978
(1,524) (3,950) (5,474)
3,047 3,457 6,504

Sewage
treatment Motor Total
Vehicles
plant

€000 €000 €000
- 4,024 4,024
5,714 772 6,486
- 223 223
- (1,706) (1,706)
5,714 3,313 9,027
5714 3,313 9,027
- 1,899 1,899
(1,143) - (1,143)
155 158 313
(1,614) (1,804) (3,418)
3,112 3,566 6,678
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7. Right of use asset and lease liability — continued

b. Lease Liability - continued

2025 2024
€’000 €000
Non-current
Lease liability 3,594 5,618
Current
Lease liability 3,084 3,409
Within 1 After 5
year 1-2years 2-3years 3-4years 4-5years years Total
€000 €000 €000 €000 €000 €000 €000
31 December
2025
Lease payments 3,293 2,346 310 310 310 516 7,085
Finance charges (209) (83) (43) (33) (23) (16) (407)
Net present values 3,084 2,263 267 277 287 500 6,678
31 December
2024
Lease payments 3,744 3,387 2,439 - - - 9,570
Finance charges (335) (171) (37) - - - (543)
Net present values 3,409 3,216 2,402 - - - 9,027

The Statement of Comprehensive income reflects the following amounts with respect to leases:

Depreciation charge of the right of use assets.
Interest expense on lease liability

2025
€000

3,159
313

2024
€000

1,549
223
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Finance lease receivables

Group
2025 2024
€000 €000
As at 1 January 797 842
Additions to finance lease receivables - 4
Finance income on the net investment in finance leases 199 209
Repayments from finance lease receivables (257) (258)
As at 31 December 739 797
Non-current 669 739
Current 70 58
739 797
Amounts receivable under finance leases:
Year 1 258 258
Year 2 258 258
Year 3 258 258
Year 4 258 258
Year 5 258 258
Onwards 217 473
Undiscounted lease payments 1,507 1,763
Less: unearned finance income (768) (966)
Net investment in the lease 739 797

In 2021, the Group, through the subsidiary, entered into finance leasing arrangements as lessors for
certain water dispensers to customers. The average term of finance leases entered into is of 10
years. Generally, these lease contracts do not include extension or early termination options, with
possibility of renewal for periods of 1 year.

The Group including the subsidiary are not exposed to foreign currency risk as a result of the lease
arrangements, as all leases are denominated in ‘Euro’. Residual value risk on the water dispensers
under lease is not significant, because of the existence of a secondary market with respect to these
dispensers.

The following table presents the amounts included in profit or loss:

Group
2025 2024
€000 €000
Finance income on the net investment in finance leases 199 209
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Finance lease receivables — continued

The subsidiary’s finance lease arrangements do not include variable payments.

The finance lease receivables are initially measured at the present value of lease payments
receivable over the lease term, discounted using the interest rate implicit in the lease or, if not
determinable, the lessor's incremental borrowing rate. The effective interest rate contracted

approximates 24.9% (2024: 24.9%) per annum.

None of the finance lease receivables at the end of the reporting year are past due, and considering
the historical default experience and the future prospects of the industries in which the lessees
operate, the Directors of the subsidiary consider that no finance lease receivable is impaired.

There has been no change in the estimation techniques or significant assumptions made during the
current reporting year in assessing the loss allowance for finance lease receivables.

Investments in subsidiaries

Group Corporation
2025 2024 2025 2024
€’000 €000 €’000 €000
Cost
At 1 January 1 1 25 25
Additions - - - -
At 31 December 1 1 25 25

At year end, the Corporation’s subsidiaries were the following:

Class of
Registered office shares held

ClearFlowPlus p.l.c. Water Services Corporation,  Ordinary shares
Qormi Road,
Luga LQA 9043, Malta.

MaltaEnergy Limited 43/45, Ordinary shares
Triq il-Kapuccini,
Floriana, FRN 1052,

Malta.
Malta Developers Malta Developers Association, Ordinary shares
Green Energy Ltd Ursuline Street,

Gwardamangia,

Pieta’ PTA 1227, Malta

Percentage of

shares held
2025 2024
% %
100 100
51 51
51 51
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10.

Investments in subsidiaries - continued

With reference to the requirements of Article 170(3) of the Companies Act (Cap. 386 of the Laws of
Malta), a subsidiary undertaking may be excluded from consolidation if its inclusion is not material for
the purpose of giving a true and fair view.

As at 31 December 2025, the Group comprises a parent company and three (3) subsidiaries. While
MaltaEnergy Limited and Malta Developers Green Energy Ltd are held as subsidiary undertakings
by the Group, these entities have been excluded from consolidation on the basis that their financial
positions and performance are not material to the Group as a whole.

The decision to exclude these subsidiaries was supported by a quantitative assessment comparing
their combined total assets, revenue, net profit and equity to the consolidated figures of the Group.
The results of this assessment demonstrated that the subsidiaries each represented less than 1% of
the respective Group totals, as summarised below:

Malta Developers

MaltaEnergy Limited Green Energy Ltd

2025 2024 2025 2024

€000 €000 €000 €000

Assets 437 421 232 143
Revenue 442 415 196 191
Net profit 61 58 50 44
Equity 87 27 72 63

Accordingly, management has concluded that the exclusion of these subsidiaries does not impair the
ability of the consolidated financial statements to present a true and fair view of the Group’s financial
position and performance for the year ended 31 December 2025.

Investment in jointly-controlled entity

Group Corporation
2025 2024 2025 2024
€’000 €000 €’000 €000
At 1 January 1,008 967 125 125
Share of results 83 41 - -
Impairment (501) - - -
At 31 December 590 1,008 125 125

The Group’s share of results of the jointly-controlled entity, disclosed above and in profit or loss, is
reported after tax.

The jointly-controlled entity whose results and financial position affected the figures of the Group,
is shown below.
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10.

1.

Investment in jointly-controlled entity - continued

Class of Percentage of
Registered office shares held shares held
2025 2024
% %

Automated Gattard House, Ordinary shares 50 50
Revenue
Management National Road, Blata I-Bajda,
Services
Ltd Hamrun, HMR 9010

Malta

In determining the impact of equity accounting for the Group’s investment in the jointly-controlled
entity, reference was made to the latest financial information available to the Group as at the reporting
date:

2025 2024
€000 €000
Assets 13,824 14,952
Liabilities 12,645 14,057
Revenues 13,428 12,786
Results 166 82

The current and prior year figures have been based on unaudited financial information, as the audited
financial statements had not yet been issued at the signing date of these financial statements.

Loan receivable

Group Corporation
2025 2024 2025 2024
€’000 €000 €’000 €000
Non-current
Loan to related entity 161 217 - -
Current
Loan to related entity 57 47 - -

The loan receivable balance is partially represented by €217,137 (2024: €263,710) (exclusive of
accrued interest receivable disclosed as part of Note 14) which were advanced to a related entity by
way of a loan during 2021. The loan is unsecured, bears interest of 4.5% per annum and is to be paid
in full, including the agreed interest, by the year 2028.
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12

13.

Inventories
Group Corporation

2025 2024 2025 2024

€000 €000 €000 €000
Mains and pipes 8,317 8,607 8,263 8,558
Consumables stores and spare parts 14,701 13,532 15,095 13,921
Meters and other inventories 2,492 2,200 2,492 2,200
Total inventories 25,510 24,339 25,850 24,679
Aggregate inventories 28,042 27,120 28,370 27,448
Inventory provisions (2,532) (2,781) (2,520) (2,769)
Total inventories 25,510 24,339 25,850 24,679

The cost of inventories recognised as expense is appropriately disclosed in Note 27 to the financial
statements. During the current financial year, inventory write-downs amounted to €2,532,459 (2024
€2,781,429) for the Group and €2,520,357 (2024: €2,768,645) for the Corporation. These amounts
have been charged to profit or loss and are included within ‘Operating costs’ in the statement of profit
or loss and other comprehensive income.

Financial assets at fair value through profit or loss

Group and Corporation

Level 1 Total
€000

Fair value at 31 December 2024
Equity instruments 1,858 1,858
Debt securities 10,455 10,455
Total financial assets at fair value through profit or loss 12,313 12,313
Fair value at 31 December 2025
Equity instruments 2,896 2,896
Debt securities 15,390 15,390
Total financial assets at fair value through profit or loss 18,286 18,286

Group and Corporation

2025 2024

€000 €000
Year ended 31 December
At beginning of the year 12,313 -
Additions 6,642 12,254
Disposals (1,191) (375)
Net gain from changes in fair value during the year 522 434
At end of year 18,286 12,313

47



WATER SERVICES CORPORATION
Annual Report and Consolidated Financial Statements - 31 December 2025

14.

Trade and other receivables

Group Corporation

2025 2024 2025 2024

€000 €000 €’000 €000
Non-current
Amounts due from Government - (Note d) 16,209 18,695 16,209 18,695
Allowance for expected-credit loss on
amounts due from Government (30) (34) (30) (34)
Advanced payments to suppliers 822 822 822 822
Total non-current trade and other
receivables 17,001 19,483 17,001 19,483
Current
Trade receivables 22,633 20,135 22,086 19,222
Allowance for expected-credit loss
on trade receivables (5,093) (5,025) (5,048) (4,896)
Accrued income - (Note ¢) 16,509 20,547 16,494 20,435
Allowance for expected-credit loss
on accrued income (282) (379) (282) (379)
Amounts due from Government - (Note d) 2,500 2,500 2,500 2,500
Other receivables - 1 - -
Amounts due from subsidiary - (Note a) - - - 4
Amounts due from jointly controlled entity
— (Note b) - 27,487 - 27,487
Amounts due from related parties (Note b) 438 - 438 -
Prepayments 1,368 1,493 1,265 1,485
Advanced payments to suppliers 1,269 1,246 1,252 1,179
Tota_l current trade and other 39,342 68,005 38,705 67,037
receivables
Total trade and other receivables 56,343 87,488 55,706 86,520

(a) Amounts due from the subsidiary are unsecured, interest free and repayable on demand.

(b) Amounts due from jointly-controlled entity and related parties are unsecured, interest-free and are

repayable on demand.

(c) Accrued income includes an amount of €14.8 million (2024: €20.4 million) in respect of water

units and service charge supplied to customers not yet billed at the year end. This estimate
represents 16% (2024: 23%) of the sale of water for the year. This estimation process, which
involved reference to bills issued from the new revenue system described in Note 5.1, requires
due caution because of the system limitations and required certain assumptions to be made for
bills that had not yet been issued at the year end in relation to units consumed during the year.
The Corporation determines the expected credit loss allowance on such receivable based on a
probability of default ranging between 0.2% to 0.70% and a loss given default of 100%.

(d) Amounts due from Government represent the Corporation’s entitiement to the reimbursement of

specific bank borrowings used by the Corporation for capital expenditure purposes. The amount
is unsecured, interest-free and is repayable by annual allocations of €3 million (2024: €2.5
million). The Corporation determines the expected credit loss allowance on these loans based
on a probability of default of 0.16% and a loss given default of 100%.
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Trade and other receivables - continued

The imputed interest rates applied are based on the EIB loan tranches have interest rates ranging
from 3.076% to 4.719% per annum. These rates result in a weighted average effective interest rate
of 3.93%, reflecting the prevailing market borrowing rates at the date each tranche was obtained.

Current tax assets/(liabilities)

Group Corporation

2025 2024 2025 2024

€000 €000 €000 €000

As at 1 January 66 (93) 9 9
Taxation for the year (321) (449) (13) -
Provisional tax paid 306 476 - -
Settlement tax paid 21 132 - -
72 66 (4) 9

Cash and cash equivalents

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

Group Corporation

2025 2024 2025 2024

€’000 €000 €’000 €000
Cash at bank 10,707 23,364 6,532 16,746
3-month fixed term deposit 24,000 27,000 16,000 15,000
Cash in hand 8 8 8 8
Cash from investments 86 99 86 99
Cash and cash equivalents (gross) 34,801 50,471 22,626 31,853
Allowance for ECL (62) (87) (43) (57)
Cash and cash equivalents (net) 34,739 50,384 22,583 31,796

a) The Group and the Corporation had restrictions amounting to €34,525 (2024: €60,382) on cash
and cash equivalents.

b) As at year end, the balances held in term deposits are as follows:
1. A fixed-term deposit of €8 million (2024: €12 million) held by subsidiary. The term deposit
bears an interest rate of 1.17% and matures on 6 February 2026.
2. A fixed-term deposit of €16 million (2024: €15 million) held by the Corporation, having an
interest rate of 1.02% per annum and a maturity date of 14 January 2026.
3. In addition, the Group and the Corporation have an unused overdraft facility of €10 million,
bearing interest rate of 1.6% per annum over the 3-month EURIBOR rate.
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17.

18.

Capital and reserves

Government contribution

Government contribution amounting to €73,142,325 represents converted permanent debenture
stock by virtue of amendments to the Water Services Corporation Act, passed through Act XXVII of
2007, whereby Atrticle 35 of the Water Services Corporation Act has been deleted.

Other reserve

During 2023, the subsidiary has capitalised €226,709 of its profits from retained earnings to add its
share capital.

Pension contributions reserve

Pension contributions reserve represents the movement in remeasurements of post-employment
benefit obligations due to actuarial assumptions (refer to Note 23.2).

Bond borrowings

Group

2025 2024

€000 €000
Non-current
250,000 4.25% Bonds 2033 24,627 24,578
Carrying amount at 1 January 24,578 24,529
Amortisation of bond issue cost 49 49
Carrying amount at 31 December 24,627 24,578
Current
Bond accrued interest payable 376 376

By virtue of a Prospectus dated 20 July 2023, the subsidiary (the Issuer) issued 250,000 bonds with
a face value of €100 each. The bonds have a coupon interest of 4.25% which is payable annually on
25 August. The bonds are guaranteed through the joint and several guarantee of the Guarantor
(being, the parent company, Water Services Corporation) in terms of the guarantee dated 20 July
2023. The bonds were admitted on the Official List of the Malta Stock Exchange on 21 August 2023.
The quoted market price as at year end for the bonds was €99.80 which in the opinion of the Directors
fairly represents the fair value of these financial liabilities.

In accordance with the provisions of the Prospectus, the proceeds from the bond issue are to be used
by the Issuer to provide a loan facility to the Guarantor (as stated in Note 21) in order to carry out a
number of Eligible Green Projects, as described in detail within the Prospectus.

The bonds are measured at the amount of the net proceeds adjusted for the amortisation of the
difference between the net proceeds and the redemption value of such bonds, using the effective
yield method as follows:
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18. Bond borrowings - continued
Group
2025 2024
€000 €000
Original face value of bonds issued 25,000 25,000
Gross amount of bond issue costs (488) (488)
Accumulated amortisation 115 66
Unamortised bond issue costs (373) (422)
Amortised cost and closing carrying amount of the bonds 24,627 24,578

This note provides information about the contractual terms of the Group’s borrowings. For more
information about the Group’s exposure to liquidity and interest rate risk see Note 4.

19. Trade and other payables

Group Corporation

2025 2024 2025 2024

€000 €000 €000 €000
Non-current
Deferred income 112 126 - -
Advance payments from customers 69 83 - -
Total non-current other payables 181 209 - -
Current
Trade payables 10,614 11,633 10,469 11,628
Other payables 2,787 2,217 2,899 5,434
Obligations for pensions
benefits (Note 23) 8,130 7,717 8,130 7,717
Indirect taxation and social security 4,354 1,332 3,365 317
Accruals 65,710 58,145 65,644 58,049
Deferred income 567 3,356 537 -
Amounts due to jointly-controlled entity 2,375 - 2,375 -
Amounts due to related parties - 143 - 143
Amounts due to subsidiary - - 1 -
Advance payments from customers 14 14 - -
Other accrued payables to subsidiary - - 195 294
Total current trade and other
payables 94,551 84,557 93,625 83,582
Total trade and other payables 94,732 84,766 93,625 83,582
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20. Bank borrowings

Group and Corporation

2025 2024
€000 €000
Current
Bank loans 2,654 2,613
Non-current
Bank loans
Between 1 and 5 years 8,229 9,823
Over 5 years 1,442 2,502
Total non-current borrowings 9,671 12,325
Total borrowings 12,325 14,938
Interest rate exposure
At fixed rates 12,325 14,938
Total borrowings 12,325 14,938
2025 2024
€000 €000
As at 1 January 14,938 34,237
Amount advanced from banks - -
Repayment of borrowings (2,613) (19,299)
Total borrowings 12,325 14,938

At year end, the Group and the Corporation had aggregate bank facilities of €16,221,543 (2024
€18,974,250).

The total borrowings balance is made up of three principal bank loans.

The first bank loan of €12,325,133 (2024: €14,938,285) is split into four tranches, with the
initial tranche taken out in 2008. Repayments commenced on 15 December 2012 and will
continue until 20 September 2032. The loan carries an interest rate between 3.08% and
4.72%. This facility is reimbursed by the Government as detailed in Note 14 (d).

During 2024, the second bank loan, which was advanced in 2018, and amounting to
€13,725,000, was fully repaid. This bank loan bore interest at 1.6% per annum over the 3-
month EURIBOR rate, and was scheduled for full repayment, including the agreed interest,
by 30 July 2026.

During 2024, the third bank loan, which was advanced in 2023, and amounting to €3,000,000
was fully repaid. The bank loan bore interest at 1.6% per annum over the 3-month EURIBOR
rate, and was scheduled for full repayment, including the agreed interest, by 30 July 2026.
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21.

22,

23.

Loan from subsidiary

Corporation

2025 2024
€000 €000

Non-current
Loan from subsidiary 14,955 7,470

As at 31 December 2025, the subsidiary advanced loan to the Corporation of €14,954,654 (2024
€7,469,890) (exclusive of accrued interest payable disclosed as part of Note 19). During the year
ended 31 December 2025, loan tranches amounting to €7,484,764 were advanced from the
subsidiary to the Corporation. This loan was financed from the proceeds of the bond issue which the
subsidiary issued during 2023. The loan will be used by the Corporation, the ‘Guarantor’, in a number
of Eligible Green Projects. The loan is unsecured, bears interest at 4.75% per annum and is to be
paid in full, including the agreed interest by the year 2033.

Deferred Government grants

Group and Corporation

2025 2024

€000 €000
As at 1 January 285,583 257,565
Subsidies recognised during the year (Note 26) 53,355 63,467
Transfer to profit or loss (Note 26) (37,361) (35,449)

301,577 285,583

Current 15,627 14,747
Non-current 285,950 270,836
At 31 December 301,577 285,583

Provisions for other liabilities and charges

23.1 Provisions for legal claims

Group and Corporation

2025 2024
€’000 €000
Non-current
As at 1 January 808 2,646
Additions/(reversals) 259 (1,838)
As at 31 December 1,067 808

The amounts shown comprise gross provisions in respect of legal claims brought against the Group
and the Corporation.
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23.

Provisions for other liabilities and charges — continued

In the opinion of the Directors, after taking appropriate legal advice, the outcome of the outstanding
legal claims will not give rise to any significant loss beyond the amounts provided at the end of the
reporting year end. Furthermore, it is unlikely that these claims will be settled within twelve months
from the end of the reporting year end. Accordingly, they are being classified as non-current.

23.2 Pensions and other post-employment benefit plans

Group and Corporation
2025 2024
€’000 €000
Obligations for pension benefits
As at 1 January 11,393 11,070
Credited to other comprehensive income

Movement in remeasurements of post-employment

benefits obligations due to actuarial assumptions 479 508

Charged to profit or loss

Interest and current service costs (304) (185)
As at 31 December 11,568 11,393

Current (Note 19) 8,130 7,717

Non-current 3,438 3,676

As at 31 December 11,568 11,393

A pension scheme set up in accordance with the Pensions Ordinance, 1937 falls under the category
of ‘Defined Benefit Plan’ within the scope of IAS 19, Employee Benefits. A defined benefit plan defines
an amount of pension benefit that an employee will receive on retirement. As originally provided for
in the Pensions Ordinance, 1937, this amount is dependent upon an employee’s final compensation
upon retirement, as well as completed months of service. Furthermore, qualifying employees must
have worked for Government for a minimum of 10 years, been employed by Government prior to
1979 and must have remained in service with Water Services Corporation until retirement (the vesting
period), in order to be unconditionally eligible to receive a pension under the scheme.

The principal actuarial assumptions used were as follows:
(a) Discount rates

The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using interest rate yields for Malta Government Stocks that have terms to maturity
approximating the terms of the related pension liability. As at 31 December 2025, the weighted
average discount rate used was 3.05% (2024: 2.81%).

(b) Future salary increases

Water Services Corporation employees are remunerated on the basis of salary scales in
accordance with collective agreements. Future salary increases have been estimated on a basis
consistent with the natural progression of an employee’s salary in line with the Group’s salary
scales, past experience and market conditions.
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23.

24,

25.

Provisions for other liabilities and charges — continued

23.2 Pensions and other post-employment benefit plans - continued

(c) Mortality assumptions

Assumptions regarding future mortality experience are set based on published mortality tables in
the UK and in Malta, which translate into an average life expectancy ranging between 85 and 88

years (2024: 85 and 88 years) depending on the age and gender of the beneficiaries.

Other borrowings

Current
Within 1 year

Non-current
Between 1 and 5 years
Over 5 years

Group and Corporation

2025 2024
€000 €000
208 205
208 205
1,093 1,076
1,299 1,625
2,392 2,601
2,600 2,806

Other borrowings relate to a government loan which is unsecured, interest-free and to be repaid at

€250,000 per annum.

Revenue

The Group and the Corporation’s main source of revenue is derived from the acquisition, production,
distribution and sale of water for domestic, industrial and commercial use. The Group and the
Corporation’s revenue is also derived from the treatment and disposal or re-use of sewage, waste
water and storm water. This is recognised over time as the performance obligations to the customer

are satisfied.

Group Corporation

2025 2024 2025 2024

€000 €000 €000 €000

Sale of water 97,050 89,644 97,050 89,644
Meter and other ancillary service

charges 3,601 3,700 3,601 3,700

Other income 7,775 7,409 6,816 6,119

108,426 100,753 107,467 99,463
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26.

27.

Government subsidies

Government subsidies represent contributions by Government towards subsidising the cost of
providing water and a waste water system to the consumer. Net movement for the year is as follows
below:

Group and Corporation

2025 2024
€000 €000
;Subsidies recognised during the year attributable
o:
Recurrent expenditure 20,907 20,756
Capital expenditure (Note 22) 32,448 42,711
53,355 63,467
Subsidies credited to profit or loss during the year:
Recurrent expenditure 20,907 20,755
Deferred government grants (Note 22) 16,454 14,694
As at 31 December 37,361 35,449
Expenses by nature
Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000
E;n1p)loyee benefit expense (Note 38,286 35,810 38,286 35,810
Directors’ remuneration (Note 27.1) 160 168 120 123
ggﬂréaﬁ:lg)tlon and amortisation (Notes 6, 27,647 22,623 27,625 22,613
g/lncav?rg)ent in ECL allowance (Notes 14 (59) (603) 38 (643)
Movement in legal provision (Note 23) 259 (1,839) 259 (1,839)
|1\/I20)vement in inventory provisions (Note (249) 29 (249) 29
Electricity 20,075 19,473 20,075 19,473
Repairs and maintenance 25,638 15,285 21,093 15,277
Material consumed 6,530 6,022 6,272 5,683
Waste disposal 5,612 4,339 5,612 4,339
Management fees 5,787 5,502 5,787 5,502
Transport costs 1,378 1,329 1,378 1,329
Professional fees 600 304 600 304
Annual statutory audit 88 54 78 44
Impairment in joint venture 501 - - -
Other expenses 6,526 6,410 10,977 6,154
Total operating costs and
administrativegexpenses 138,779 114,906 137,951 114,198
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27.

28.

Expenses by nature - continued

Auditor’s fees

Fees charged by the auditor for services rendered during the financial years ended 31 December

2025 and 2024 relate to the following:

Annual statutory audit

27.1 Employee benefit expense

Wages and Salaries (including Directors’
remuneration)

Social security costs

Cost of service pensions payable to
Government

Average number of employees

Directors’ remuneration
Salaries and other emoluments

Finance income

Imputed interest on amounts due from
Government

Interest on outstanding trade receivables
Bank interest income

Finance income on net investment in
finance leases

Fair value gains on investment
Investment income

Other interest income

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000

88 54 78 44

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000

36,097 33,642 36,057 33,597

2,349 2,336 2,349 2,336
(304) (185) (304) (185)

38,142 35,793 38,102 35,748

Group Corporation
2025 2024 2025 2024
1,038 1,039 1,038 1,039

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000

160 168 120 123
Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000
514 594 514 594
451 418 451 418
137 463 - -
199 209 - -
522 434 522 434
558 839 558 839
8 10 - -
2,389 2,967 2,045 2,285
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29. Finance costs

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000
Bank interest 577 722 1,058 964
Lease interest 313 223 313 223
Bond interest 1,062 1,062 - -
Issue costs 49 49 - -
Financing services fee - - 683 972
Other interest 284 216 284 167
As at 31 December 2,285 2,272 2,338 2,326
30. Tax expense
Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000
Current taxation 321 450 13 1

The tax on the Group and the Corporation’s profit before tax differs from the theoretical amount that
would arise using the basic tax rate applicable as follows:

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €000

Profit before tax 7,499 22,217 6,888 20,858
Tax at 35% 2,625 7,776 2,411 7,300
Tax effect of:

Movement in temporary differences

arising in PPE and right of use asset 2,138 (600) 2,136 (600)

Movement arising on provisions (117) (909) (89) (923)

Movement arising on foreign

exchange (182) B (182) )

Movement in unabsorbed losses (594) (204) (594) (204)

Expenses not deductible for tax

pUrposes 2,261 136 2,114 84

Exempt income (5,759) (5,634) (5,759) (5,634)

Interest income taxed at source (27) (93) - -

Unrelieved foreign tax 13 - 13 -

Maintenance allowance on rental

income (37) (22) (37) (22)

Current taxation 321 450 13 1

As at year end, the Corporation had a deferred tax asset of €34,523,729 (2024: €31,230,213), which
has not been recognised as it is not expected to be utilised in the foreseeable future. This is largely
arising from unabsorbed trading losses and capital allowances amounting to €114,117,831 (2024:
€115,815,102) and €102,266,686 (2024: €92,588,549) respectively, net of other temporary
differences.
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31.

32.

33.

Capital commitments
The Group and Corporation have commitments for capital expenditure, not provided for in these

financial statements, in relation to long-term investment plans that include the improvement of the
performance and condition of their assets up to statutory standards.

Group and Corporation

2025 2024
€’000 €000
Authorised but not contracted for 52,388 51,122

Contingencies

As at the end of the reporting year, the Group and the Corporation were exposed to a number of
claims by third parties, including legal proceedings, arising in the ordinary course of its activities.
These contingencies may include claims from third parties for compensation due to damages and
claims made by the Group and the Corporation’s employees for compensation due to injuries incurred
during the discharge of their duties, the value of which should be recoverable from insurers.

As described in Note 5.3, although the Group and the Corporation have provided for on critical
estimate of potential future provision obligations, discussions are still underway with Government on
the extent of the amounts that may in fact be finally due. Accordingly, due to the inherent uncertainty
in this evaluation process, actual costs may be different from the estimated provision for future
pension obligations that is recognised in these financial statements. It is not anticipated that any
material liabilities will arise from the Group and the Corporation’s exposure to these contingencies
other than those that have been provided for in these financial statements (Note 23). The Directors’
assessment was based on the information that was available to them at the time of reporting,
including consideration of legal advice as may be appropriate. No disclosure is made for contingent
liabilities where the likelihood of payment is not probable.

Related party transactions

The Group and the Corporation are owned and controlled by the Government of Malta. The
Corporation makes supplies in the ordinary course of business to the Government of Malta, its
departments and agencies, public sector corporations, local councils and other entities owned and/or
controlled by Government.

The Directors consider that the following significant transactions with Government and Government
related entities should be disclosed:

Corporation 2025 2024
€000 €000

Statement of profit or loss and other comprehensive income

Sales of goods held for resale and provision of services

- Subsidiary 770 526
- Jointly-controlled entity 213 187
- Related entities 2,108 5,001
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Related party transactions - continued
Corporation 2025 2024

Interest expense on loan payable
- Subsidiary 481 193

Financing services fee costs
- Subsidiary 683 972

Management fees charged to
- Subsidiary 255 255

Cost of goods sold

- Subsidiary 7 21
- Jointly-controlled entity 5,929 5,602
- Related entities 25,183 21,327
Corporation 2025 2024

€000 €000

Statement of financial position
Amounts payable to

- Subsidiary 1 -
- Related entities 2,976 2,715
- Jointly-controlled entity 2,375 -

Accrued payables
- Subsidiary 195 294

Loan payable to
- Subsidiary 14,955 7,470

Amounts receivable from

- Subsidiary - 4
- Related entities 1,750 1,110
- Jointly-controlled entity - 27,487
- Government 18,709 21,195

Statutory information

Water Services Corporation is a body corporate established in Malta by virtue of the Water Services
Corporation Act, (Cap. 355) of the Laws of Malta.
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35.

36.

Subsequent events

The directors are also monitoring recent developments internationally, in particular to how markets
are reacting to rising geopolitical tensions and whether conflicts in the Middle East might have an
impact on business in Malta. While remaining cautiously optimistic, the management of the Group
and Corporation will continue to observe the situation abroad and the related impact it may have
locally to be able to mitigate timely against such risks.

Comparative information

Certain comparative figures disclosed in components of these financial statements have been
reclassified to conform with the current year’s format in line with the requirements of IFRS Accounting
Standards, including the below:

Reclassifications in the statement of cash flows

During the current financial year, management reassessed the classification of certain amounts in
the statement of cash flows in line with IAS 7 Statement of Cash Flows. Management is presenting
the statement of cash flows between gross cash and cash equivalents (before ECL).

Corporation — EUR’000

As previously

Reclassifications

As restated

reported

Net cash flows generated from operating

activities 45,653 1,216 46,869
Net cash flows used in investing activities (76,228) 780 (75,448)
Net cash flows used in financing activities (2,840) (2,055) (4,895)
Cash and cash equivalents at beginning 65.211 116 65.327
of year ' '
Cash and cash equivalents at end of year 31,796 57 31,853

Group — EUR’000

As previously

Reclassifications

As restated

reported

Net cash flows generated from operating

activities 45,815 1,063 46,878
Net cash flows used in investing activities (76,224) 1,081 (75,143)
Net cash flows used in financing activities (8,524) (2,057) (10,581)
Cash and cash equivalents at beginning 89 317 i 89 317
of year ' ’
Cash and cash equivalents at end of year 50,384 87 50,471

Other reclassifications

Management has also reassessed the classification of other items during the current financial year,
and the comparative information in respect of the below has also been reclassified retrospectively to
confirm with the requirements of IAS 1 Presentation of Financial Statements and |1AS 7 Statement of
Cash Flows.
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Comparative information - continued
Other reclassifications - continued

Corporation — EUR’000

Prepayments (in trade and other
receivables within current assets)

Advanced payments to suppliers (in trade
and other receivables within non-current

assets)

Group — EUR’000

Prepayments (in trade and other
receivables within current assets)

Advanced payments to suppliers (in trade
and other receivables within non-current

assets)

Corporation — EUR’000

Bank overdrafts (in bank borrowings within
current liabilities)

Cash and cash equivalents (within current
assets)

Group — EUR’000

Bank overdrafts (in bank borrowings within
current liabilities)

Cash and cash equivalents (within current
assets)

As previously
reported

2,307

As previously
reported

2,315

As previously
reported

(4,036)

35,832

As previously
reported

(4,036)

54,420

Reclassifications

(822)

822

Reclassifications

(822)

822

Reclassifications

4,036

(4,036)

Reclassifications

4,036

(4,036)

As restated

1,485

822

As restated

1,493

822

As restated

31,796

As restated

50,384

Management concluded that the revised presentation is consistent with the requirements of IFRS as

adopted by the EU, industry practice and the operations of the Group and the Corporation.

The correction of these reclassification misstatements relates solely to presentation and classification
matters, and had no impact on the Company’s equity and total comprehensive income.
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Income statement

Group Corporation
2025 2024 2025 2024
Pages €000 €000 €000 €000
Revenue 108,426 100,753 107,467 99,463
Government subsidies 37,361 35,449 37,361 35,449
Operating costs - water 64 (53,076) (48,217) (52,816) (47,870)
Operating costs - waste water 65 (40,938) (30,982) (40,938) (30,982)
Administrative expenses 66 (44,765) (35,707) (44,197) (35,346)
Provision for cost of service 304 185 304 185
pensions payable to Government
Operating profit 7,312 21,481 7,181 20,899
Share of results of jointly- 83 41 - -
controlled entity
Finance income 2,389 2,967 2,045 2,285
Finance costs (2,285) (2,272) (2,338) (2,326)
Profit before taxation 7,499 22,217 6,888 20,858

This page does not form part of the statutory financial statements.
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Operating costs — water

Group Corporation
2025 2024 2025 2024
€000 €000 €000 €'000

Production costs
Electricity charge 15,213 14,551 15,213 14,551
Wages and salaries 3,491 3,312 3,491 3,312
Repairs and maintenance 1,384 863 1,696 884
Materials consumed 1,547 1,627 1,275 1,259
Movement in inventory provision (249) 29 (249) 29
Depreciation of property, plant 3,999 3,433 3,999 3,433
and equipment
Telecommunication costs 5 14 5 14
Transport costs 90 80 920 80
Postage, printing and stationery 8 6 8 6
Professional fees 28 2 28 2
Travelling and entertainment 13 (2) 13 (2)
General expenses 311 13 1 12
Insurance 4 3 4 3
Licences and permits 1 5 1 5
Rent - - - -
Security charges 3 - 3 -

25,848 23,936 25,588 23,588
Distribution costs
Electricity charge 211 217 211 217
Wages and salaries 10,382 9,789 10,382 9,789
Repairs and maintenance 5,753 4,498 5,753 4,498
Materials consumed 450 492 450 492
Depreciation of property, plant 9,149 8,517 9,149 8,517
and equipment
Telecommunication costs 41 50 41 50
Transport costs 240 242 240 242
Professional fees 10 38 10 38
Postage, printing and stationery 17 29 17 29
Travelling and entertainment 29 26 29 26
General expenses 272 11 272 41
Insurance 68 5 68 5
Licences and permits 355 292 355 292
Security charges 236 59 236 59
Rent 15 16 15 16

27,228 24,281 27,228 24,311
Total operating costs - water Page 63 53,076 48,217 52,816 47,899

This page does not form part of the statutory financial statements.
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Operating costs — waste water

Electricity charge

Wages and salaries

Repairs and maintenance

Waste disposal and related costs
Materials consumed
Depreciation of property, plant and equipment
Telecommunication costs
Transport costs

Postage, printing and stationery
Professional fees

Security charges

Travelling and entertainment
General expenses

Insurance

Licences and permits

Rent

Total operating costs - waste water

Group and Corporation

2025 2024
€000 €'000
4,523 4,588
7,994 7,525
5,893 2,135
5,612 4,179
3,901 3,301

12,048 8,403
16 22

590 520

12 16

65 29

69 83

14 13

38 46

46 39

32 32

85 51
Page 63 40,938 30,982

This page does not form part of the statutory financial statements.
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Administrative expenses

Group Corporation

2025 2024 2025 2024

€000 €000 €000 €000
Wages and salaries 16,419 15,184 16,419 15,184
Directors’ remuneration 160 168 120 123
Auditor’s remuneration 88 52 78 44
Management fees 5,787 5,502 5,787 5,502
Depreciation of property, plant 2,451 2,270 2,429 2,260
and equipment
Loss on disposal 1 32 1 32
Movement in ECL allowance (58) (604) 38 (643)
Movement in legal provision 259 (1,839) 259 (1,839)
Impairment 501 - - -
Bad debts 387 1,753 387 1,753
Penalties - - - -
Postage, printing and stationery 110 78 110 78
Repairs and maintenance 12,702 7,850 9,365 7,850
Materials consumed 2,153 630 647 630
Rent 130 126 130 126
General expenses 540 1,229 5,308 970
Professional fees 560 389 560 389
Transport costs 228 233 225 233
Telecommunication costs 109 151 109 151
Insurance 365 232 365 232
Licences 1,048 1,843 1,048 1,843
Electricity charge 128 117 128 117
Waste water quality 2 6 2 6
Advertising and promotional 424 49 424 49
costs
Staff costs 57 44 44 44
Travelling and entertainment 187 205 187 205
Realised exchange difference 27 7 27 7
Total administrative expenses Page 63 44,765 35,707 44,197 35,346

This page does not form part of the statutory financial statements.

66



	Signature: 



