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.-MOSTA LOCAL COUNCIL

Statement of Local Council Members’ and Executive Secretary’s Responsibilities

for the year ended 31 December 2018

The Local Councils (Financial) Regulations' require the Executive Secretary to prepare a detailed annual
administrative report which includes a statement of the Local Council's comprehensive income for the year and of
the Council's retained funds at the end of year. By virtue of the same regulations it is the duly of the Local
Council and the Executive Secretary to ensure that the financlal statements forming part of the report present
fairly, in accordance with the accounting policies applicable ta Local Councils, the income and expenditure of the
Local Council for the year and its retained funds as at the year end, and that they comply with the Act, the Lacal
Councll (Financial) Regulations, and the Local Council (Financial) Procedures issued in terms of the said Act.

The Execulive Secretary is responsible ta maintain a continuous internal control to ascertain that the accounting,
recording and other financial operations are praperly conducted in accordance with the Local Councils Act, the
Local Council (Financial) Regulations, and the Local Councils (Financial) Procedures, The Executive Secretary is
also responsible for safeguarding the assets of the Local Council and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

This statement was approved by the Local Councll an the 29th April 2019 and signed on its behalf by

Lorraine Tempgleman
Execulive Segretary
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MOSTA LOCAL COUNCIL

' STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2018

Income

Funds recelved from Central Government
Income raised under Local Council Bye-Laws
Income raised under Local Enforcement System
General Income

Expenditure

Personal emoluments

Operations and malntenance
Administrative and other expenditure

Operating (loss)/profit for the year

Finance income

(Loss)/profit for the year

The notes on pages 8 to 25 form an integral part of these financial statements

Notes

N G R

10
11

12

2018 2017
€ €

1,308,796 1,275,225
14,274 8,027
17,972 28,627
88,945 108,472
1,429,987 1,420,251
(203,788) (200,235)
(656,529) (654,427)
(1,169,969) (348,891)
(2,030,286)  (1,203,553)
(600,299) " 216,698
302 184
(599,997) 216,882
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MOSTA LOCAL COUNCIL

STATENMENT OF FINANCIAL POSITION
As at 31 December 2018

2018 2017
€ €
Notes
ASSETS
Non-Current Assets
Intangible assets 13 2,389 576
Property, plant and equipment 14 817,756 1,801,338
820,145 1,801,914
Current Assets
Inventories “ -
Receivables 15 111,435 153,960
Cash and Cash Equivalents 16 838,152 433,653
949,587 587,613
Total Assets 1,769,732 2,389,527
EQUITY AND LIABILITIES
Reserves
Retained Fund 1,276,640 1,876,637
1,276,640 1,876,637
Non-Current Liabilities
Long-term borrowings 18 27,607 53,080
Deferred income 19 - 45,000
27,607 98,080
Current Liabllities
Payables 17 465,485 414,810
Deferred income 19 - -
465,485 414,810

Total Equity and Llabllities 1,769,732 2,389,627

These financial statements were approved by the Local Council on the 29th April 2019 and signed on its
behalf by:

Keith Cassar Lorraine Temptéman
Mayor Execulive Secretary

The nates on pages 8 to 25 form an integral part of these financial statements
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MOSTA LOCAL COUNCIL

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2018

Retalned
Funds
€
At 1 January 2017 1,659,755
Profit for the year 2017 216,882
At 31 December 2017 1,876,637
At 1 January 2018 1,876,637
Loss for the year 2018 {599,997}
At 31 December 2018 1,276,640

s ———

The notes on pages 8 to 25 form an integral part of these financial statements
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MOSTA LOCAL COUNGIL

STATEMENT OF CASH FLOWS
For the year ended 31 December 2018

Cash flows from Operating Activitles

{Loss) / Profit for the year
Reconclliation to cash generated from operations:
Depreciation

Reduction in value of PPE in ine with Directive 1/2017

Grants forfeited
Dacrease in provision far Doubtful Debtors
Intarest receivable

Operating Profit hefore Woarking Capital Changes

Decrease In inventorias

(Increase)/Decrease in recelvables
Decreasef{increase) in other recelvables
Increasef{decrease) in payables and other payables

Cash generated from operating activities

Cash flows from investing Activities

Interest recelved
Purchase of property, plant & equipment
Purchase of intangible assels

Cash used In Investing activities

Cash flows from Financing activities

Dacrease In long term liabilities

Cash used In financing activities

Net Increase in
Cash and Cash Equivalents

Cash and Cash Equivalents
at the Beginning of the year

Cash and Cash Equlvalents
at the End of the year

The notes on pages 8 to 25 form an integra! part of these financial statements

2018 2017
€ €
Nale

(599,997) 216,882
358,602 186,708,
£36,704 -
(20,000) -
{1,005} -
(302) {184)
374,002 403,406
“ 14,883
{600 4,506
44,130 (5,011)
50,676 {175,250}
468,207 242,534
302 184
{36,053) (10,610)
{2,484) (728)
(38,235) {11,152)
{25,473) (25,474)
(25,473) (25,474)
404,499 205,908
433,653 227,745
16 838,152 433,653
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; MOSTA LOCAL COUNCIL

1.

Notes to the Financial Statements for the vear ended 31 December 2018

General Information

The Masla Local Councll is the local Authorify of Malta set up in accordance with the Local Councils Act,
1993, The office of the Local Council is siluated at Civic Centre, Constilution Street, Mosta, MST9059.

These financial statements ware approved for issue by the Council Members on the 29th April 2019,
The Local Council's presentation as well as functional currency is denominated in €,

2. Accounting Policles and Reporting Procedures

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

Accounting convention

These financial statementis are prepared under the historical cost convention, as modified to include fair
values where it is stated in the accounting policies below. These financlal statemenls are prepared In
accordance with the provisions of the Lacal Gouncils Act Cap. 363, the Financial Regulations Issued in
terms of this Act and the Local Councils (Financial) Procedures 1996 enacled in Malta and with the
requiramenls of the Intamational Financtal Reporting Standards as adopted by the EU.

These financial statements have been drawn up In accordance with the accounting policies and
reporting procedures prescribad for Local Counclls in the Financlal Regulations issued by the Minister of
Finance In conjunction with the Minister responsihle for Local Governmant In terms of section 67 of the
Local Councils Act (Cap. 383).

New and amended standards adoptad by the Local Council

In the current year, the Local Councll has applied a number of amendmants to IFRS issued by the
International Accounting Standards Boards (IASB) that are mandatorlly effective for an accounting
perlod that begins on or after 1 January 2018,

{FRS § Financial Instruments

The standard intraduced new classification and measurement models for financial assels. A financial
assel shall be measured at amortised cost if it I3 held within a business model whose ohjective is to hold
assels in order to collect contractual cash flows which arlse on speciffed dates and that are solely
principal and Interest. A debt investment shall ha measured at fair value through other comprehensive
income Iif it Is held within a business model whose objective is to both hold assets in order to collect
cantractual cash flows which arlsa oh specified dates that are solely principal and interest as well as
salling the assel on the basis of its fair value, All other financial assels are classified and measured at
fakr value through profit or loss unless the entily makes an irrevocable election on initial recognition to
present gains and iosses on equity inslruments (that are not held-for-frading) in other comprehensive
income {'OCYY. Despite these requiremenis, a financlal assel may be Irrevacably designated as
measured at fair value through profit or loss lo reduce the effact of, or eliminate, an acecounting
mismatch. For financlal Hiabilitles designated at falr value through profit or loss, the standard requires the
portion of the change In fair valug that relates to the entity’s own credit risk to be presented in OCI
{unless it would creata an accounting mismatch). New impairment requirements use an 'expected credit
loss' ("ECL) model to recognise an allowance. impairment is measured using a 12-month ECL method
unless the credit risk on a financlal instirsment has Increased significantly sinee initial recognition In
which case the lifatime ECL melhod Is adopled, For receivables, a shnplified approach to measuring
expacted credlt fosses using a lifetime expected loas allowance ls avallable,

IFRS 15 Revenue from Contracls with Customers

The standard provides a single comprehensive madel for revenue recognition. The core principle of the
standard is thal an entity shall recognise revenue to depict the transfer of promised goods or services to
customers at an amount that reflects the consideration to which the enfily expects fo be entitlad In
exchange for those goods or services. The standard infroduced a new contract-based revenue
recagnition model with @ measurement appreach that is based on an allocation of the transaction price.
Credit risk is presented separately as an expense rather than adjusted against revenue, Coniracts with
customers are presenled in an entily's stalement of financial positian as a contract lability, a contract
assel, or a receivable, depending on the relationship belween the entily's performance and the
customer's payment. Customer acquisiiion costs and costs to fulfii a contract can, subject to certain
criteria, be caplitalised as an asset and amortised over the contract period.
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MOSTA LOCAL COUNCIL

Notes to the Financlal Statements for the year ended 31 December 2018

2, Accounting Policles and Reporting Procedures

New Standards and amendments not yel effeclive;

A numbsr of new International Financial Reporting Standards and amendments and revisions thereto
were in isstie but not yet effective during the financial period under review, These include the folowing:

IFRS 16 Leases

This standard is applicable to annual reporting periods beginning on or after 1 January 2019. The
standard replacas IAS 17 'Leases’ and for lessees will eliminate the classifications of operating leases
and finance leases. Subjact lo exceptions, a 'ight-of-use' assal will be capitalised In the statement of
financial position, measured al the present value of the unavoldable future lease paymenls to be made
over the lease {erm. The exceplions relale to short4erm leases of 12 months or less and leases of low-
value assels where an accoeunting policy cholce exists whereby elther a 'righl-of-use’ asset is recognised
or lease payments are expensed to profit or loss as Incurred. A liability corresponding to the capitalised
lease will also be recognised, adjusted for lease prepayments, lease incentives received, inilial direct
costs incurred and an esiimate of any fulure restoration, removal or dismantling costs. Straight-line
operating lease expense recognition will be replaced with a depreciation charge for the leased asset and
an inlerest expense on the recognised lease labilty, For lessor accounting, the standard does not
substantially change how a fessor accounts for leases. .

The Councillors and Executive Secretary are assessing the impact that the adoption of these
International Financial Reporting Standards will have on the financial statements in the pericd of initial
application. The Councll anficipates that the adoption of other Internalional Financial Reporling
Standards that were in issue at the date of authorlaation of these financial statements, but not yet
effective will have no material impact on the flnancial statements in the perlod of initial application,

Properly, plant and equipment
Properly, plant and equipment are staled at cost less accumulated deprecialion and impairment losses

to date. Deprecialion is calculated on @ monthly basis using the straight line methad at rates calcuiated
to write off the cosl less residual value of each asset over its expected useful fife as follows:

%
Land 0
Trees 0
Buitdings 1
Office Furniture and Fittings 7.5
Caonstruction Works 10
Urban Improvemanis (Street Furniture) 10
Special Projects 10
Office Equipment 20
Mator Viehlcles 20
Plant and Machinery 20
Computer Eguipment 25
Plants 100
Litter Bins Replaceman basis
Playground Furniture 100
Trafflc Signs Replacement basis
Road Signs Replacement basls
Street Mirrors Replacement basls
Street Lights 100

The change in the deprecation method from reducing balance to straight line method took place as of
January 2018 and has been effected according to the instructions in the DLG Directive 1/2017.

Up to the vear ended 31 December 2017, depreclation was accounted for using the reducing balance
method according to IAS 18 — Properly, Plant and Equipment. On 1 January 2018, the siraight-line
method according to IAS 16 has been adapted in line with Directive 1/2017 issued by the Department for
Local Government. This is a change in accounting estimate which, according 1o 1AS 8 ~ Accounting
Policies, Changes in Accounting Estimales and Errors, has been accounted for retrospectively
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MOSTA LOCAL COUNGIL

Notes to the Financial Statements for the year ended 31 December 2018 {cont.)

2. Accounting Policies and Reporting Procedures

Gains and losses on disposal of property, plant and equipment are determined by reference to their
carrying amouml and are taken into account in determining operating profit. The residual values and
useful fives of the assets are reviewed and adjusted as appropriate, at each statement of financial
position date, The carrying amaunt of an asset Is wrilten down Immediately to ils recoverable amount If
the carrying amaunt of the asset is greater than its estimated recoverable amount.

Subsequent costs are included in the carrying amount of the asset or recognised as a separate asset,
as appropriate, anly when it s probable that fulure econamic henefits associated with the ltam will flow
lo the councll and tha cost of the item can ba measured rellably. All other repalrs and mainlehance are
charged to the Statement of Comprehensive Income during the financial peried in which they are
incurred.

Leases

Leases In which a significant portion of the risks and rewards of awnership are retained by the lesser are
classified as operating Jeases. Payments made under aperating leases {nel of any Incentives received
fram the lessor) are charged to the Statement of Camprehensive Income on a straight-line basis over
the period of the lease.

Impairment of Assets

Assets thal have an indefinlte useful life are not subject lo amertisation and are tested annually for
Impairment.  Assets thal are subject to amorlisation or depreciation are reviewed for Impalrment
whenever events or changes in crcumstances Indicate that the canmying amount may nol be

- racoverable, Animpalrment lass Is recognised for the amount by which the camrying amaunt of the asset
exceeds its recoverable amount. The recoverable amount Is the higher of the fair value of the asset jess
costs fo sell and the value in use. Impairment losses are Immediately recognised as an expense In the
Statement of Comprehensive incame,

Inventaries

Invantories are valued at the lower of cost and nel realisable value, Cost includes freight, handling and
other direat costs. Costs of inventories include the transfer from retained funds of any galns/losses on
qualifying cash flow hedges relating to purchases of slock items. However, borrawing costs and foreign
exchange differences are excluded. Nel reallsable value Is the price at which stocks can be sold in the
caurse of Council activities less anlicipated costs of selling.

Amounts receivable

Amounts raceivable are recognised initially at fair valua and subsequently measured al amartised cost
using the effective Interest rate method, less provislon for impairment. A provision for impairment of
amounts receivable Is established when thare Is objective avidence that the Council will not be able 1o
collect all amounts due according to the ariginal terms of the receivables. The amaunt of the provision is
ihe difference between the carrying amount of the asset and the present valus of the estimated future
cash flows, discouniad af the effectiva interest rate. The amount of the provision is recognised in the
Statement of Camprehensiva Income.

Borréwings

Barrowings are recognised inilially at fair value, net of transaction costs incurred, Barrowings are
subsequently stated at amartised cost, any difference hetween the proceeds ‘and the redemption value
I8 racognised in the Income and expenditure account over the period of the borrowings using the
effective Interest method,

Borrowlings are classified as current liabilities unless the Local Councll hag an unconditional right to
defer settlement of the liabifity for at least 12 rhonths after the statement of financial position date.

Other payables
Other payables are classified with current liabilitles and are stated at their nominal value unless the

effact of discounling is material in which case cther payables are measured al amortised cost using the
effective interest method.
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MOSTA LOCAL COUNCIL

Notes to the Financial Statements for the vear ended 34 Decembar 2018 {cont.)

2, Accounting Policles and Reporting Procedures

Financial instruments

Financlal assets and financlal liabflities are recagnised when the Councll becomes a pary to the
cantractual provisions of a financial instrument. Financlal assels are derecognised when the conlractual
rights lo the cash flows fram the financial asset expire, or when the financial asse! and all substanijal
risks and rewards are transferred. .

A financial fiability is derecognised when it Is extingulshed, discharged, cancelled or expires.

Financlal assels and financial liabilities are measured initially at fair value plus transactions costs. Thay
are measured subsequently as describad below,

Financlal assels

For the purpose of subsaquent measurement, financial assets of the Councl! are classified info foans
and receivables upon initial recognition.

Recelvables are subject to review far impairment at least at each reporting date, Financial assets are
impalred when there is any objective evidence that a financlal asset or a group of financial assets is
impaired. Different criteria o determine impairment are applied for each calegary of financial assets,
which are described below.

All income and expenses relating to loans and receivables are presented within 'finance income' or
‘finance costs”, except for impaimment of receivables which is presantad within *administration and other
oxpendilure’,

Loans and receivables are non-derlvative financial assats with fixed or determinable payments thal are
nat quoted In an active market. After Initlal recognition these are measurad at amortised cost using the
affective interest method, less provision for impalrment. Discounting Is omitted where lhe effect of
discounting is Immaterlal. The Council's other receivables fall Into this category of financial instruments.

Individually significant recelvables are considered for impairment when they are past due or when other
objective evidence is raceived that a specific caunterparty will default, Recelvables that are not
considered to be Individually impaired are reviewed for impalrment In groups, which are determined by
referance to the industry and region of a counterparty and other available features of shared credit risk
characteristics. The percentage of the write down is then based on recent historical cotintemparty default
rates for each identified group.

Financial liabifities

The Councif's financial tiabllitles include other payables. These are stated at thelr nominal amount which
Is a reasonable approximation of fair value.

All interest-related charges are included within "finance costs',

Relaled parties

‘Related parlies are thase persons or badies of persans having relationships with the Councll as defined

in International Accounting Standard No. 24.

Revenue

Revenue Is recognised when there are no significant uncertairitios concarning the derivation of
caonsideration or assoclated costs and it can be measused reliably. Interest Income is recognised i the
statement of comprehensive incame as it acorues.

Income from central gavernment Is not recognised until thers Is reasonable assurance that the Council
wiil comply with any cendilions altached to , and that the income will be raceived, The received income
is to be recorded gross and any deductions made for non-compliance are to be disclosed separately
with expenses,

Looal Enforcement Syslem

As from September 2012, the income recognised in the Ihcome Stalement was derived from the five
Reglonal Committees and the Local Enforcement Systam Agency.
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MOSTA LOCAL COUNCIL

Notes to the Financlal Statements for fhe year ended 31 Dec_eﬁbef 2018 {cont.}

2,

Accounting Policies and Reporting Procedures

Governmeant grants

Government grants relaling lo operating expenditure are recognized in the statement of Comprehensive
Income in the same period that the related expenditure is incurred.

Government grants relating to the purchase of property, plant and equipment are accounted for using
the capital approach, and are thus deducted from the carrying amount of the relative nor-current assat,

Up 1o year ended 31st December 2017, government grants were accounted for using the income
approach according lo [AS20 Accounting for Government Grants and Disclosure of Government
Assisiance. On 1% January 2018, the capital approach, according to 1AS20, has been adopted, in line
with the Directive No. 1/2017 issued by the Departmant for Local Government, Fhis is a change in
accounting policy, and according to IAS8 Accounting Pollcies, Changes n Accounling Estimatas and
Errors, it has been accounted for refrospectively.

Forelgn currencies

ltems included in the financial stataments are measured using the currency of the primary economic
environment in which the Locat Gouncil operates. These financlal statements are presented in €, which
Is the Council's functional and presentation curency.

Transactions denaminated In foreign currencles are translaled into € at the rales of exchange in
operation on the dates of the transactions. Monetary assels and labilities expressed in foreign
currencies are translated into € at the rates of exchange prevailing al the date of the Statement of
Financial Posttion.

Borrowing costs

Borrowing costs are recagnised as an expense In the perlod In which they are Incurred.

Profits and lossas

Only profits that were realised at the date of the Statement of Financial Position are recogniséd in thase
financlal staterments. Al foreseeable liabililes and potential losses arising up to the sald date are
accountad for even If they becoma apparent between the said date and the date on which the financial
statemenis are approved.

Cash and cash equivalents

Cash and Cash Equivalents are carried in the Statement of Flnanclal Posltion at face value. For the
purposes of the Statement of Cash Flows, cash and cash equivalents comprise c¢ash in hand and
balances held with banks,

Capital Management

The Councif's capital consists of its net assets, including warking capital, represenled by its retained
funds. The Council's management chjectives are to ensure:

"« {hat the Council's ability to continue as a going concern s still valid and

- that tha Gouncil malntains a posiive working capital ratio.

To achieve the abave, the Coundil carrles out a quarterly review of the working capital ratio (*Financial
Situation Indicator"). This ratio was positive at the reporting date. The Councll also uses budgels and
husiness plans to set its sirategy to optimise its use of avallable funds and implemeant its cammitments to
the locality.

Judgments in applying accounting policies and Key sources of estimation

Estimates and judgements are continually evaluated and based on historical experience and other
factors including expectations of future events that are believed to be reasonsble under the
circumstances. In the opinfon of the Council, the accounting estimales and Judgements made in the
course of preparing these financial statements are not difficull, subjective or complex to a degree which
waoulld warrant thelr deseription as critfcal In terms of the requirements of IAS 1,
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MOSTA LOCAL COUNCIL.

Notes to the Financial Statements for the year ended 31 December 2018 {cont.)

4. Funds recelved from central government

I terms of section 55 of the Local Councils Act
Supplementary Government Income
Other Government Income

5. Income raised from Bye-Laws

Advertising on Street Furniture
income from publications
income from donations
income from skip permits

Use of facilities

6. l.ocal Enforcement system

Contraventions and other fines

7. General Income

Cultural Events & sponsorships from NGOs
General Income

Reiinbursement of expenses

fnpome from Permits

B. Loss/ Profit for the year

Profit for the year is stated after charging

Mayor's Remuneration and Councillors' Allowance
Staff salaries

Depreciation of properly plant & equipment
Movement in provision for doubtful debts

2018 2017
€ €
1,236,332 1,186,524
68,446 81,411
4,018 8,290
1,308,796 1,275,225
2018 2017
€ €
2,050 606
142 50
51 -
1,508 1,571
10,523 5,800
14,274 8,027
2018 2017
€ £
47,972 28,527
17,972 28,527
2018 2017
£ €
51 2,805
25,121 47,083
- 5,555
83,773 52,320
88,945 108,472
2018 2047
£ €
30,719 20,424
173,069 170,811
358,502 186,708
{1,005) -




MOSTA LOCAL COUNCIL

9. Personal Emoluments

Mayor's Remuneration

Councillors' Allowances

Executive Sacretary Salary and Allowances
Employees' Salaries

Social Security Contributions

10. Operatlons and Maintenance

Repeirs and Upkeep:

Offlce furniture and upkeep
Patching and Pavemants
Repairs to public property
Slgns

Road Markings

Plant and machinery

Sundry repairs

Handyman repairs and upkeep

Conlractual Services:

Refuse Collection

Bulky Refuse Gollection

Road & Sireet Cleaning

Cleaning - Public Gonveniences
Cleaning - Council Premlises

Cleaning & Maintaining Parks & Gardens
Street Lighting

LES relaled expenditure

Tolal Operations and Mainlehance Casts

Notes to the Financjal Statements for the vear ended 31 December 2018 {cont.}

The average number of persons employed by the Councll during the year was as 7 {2017: 7).

2018 2017
€ €
14,927 14,053
15,702 18,371
34,669 31,922
124,056 124,990
14,344 13,899
203,788 200,235
2018 2017
€ €
251 953
113,212 99,755
1,009 775
3,112 3,691
13,730 14,378
120 -
32,583 33,895
164,017 153,447
318,855 349,552
18,480 18,157
110,122 79,457
5,860 8,951
3,851 1,365
5,311 29,683
28,748 13,677
1,285 138
482,512 500,980
656,529 664,427
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MOSTA LOCAL COUNGIL

Notas to the Financial Statements for the vear ended 31 December 2018 {cont.)

11. Administration and other expenditure

Utlities

Other repairs and upkeep

Rent

National and International Memberships
Office Services

Insurance Coverage

Bank Charges

Professional Services

Sacial and cultural events

Conference Expenses

Communily Services

Sundry Minor Expenses

Provision for Doubtiul Debtors

Public relations expenses

Permits and licenses '
Adjustment in value of PPE in line wilh Directive 172017
Write off of obsolsle stock

Deprecialion

12. Finance Income

Bank interest Receivable

2018 2017
€ €
15,467 16,855
5,153 6,877
38,001 38,961
13 99
2,741 3,579
3,142 3,379
142 599
19,018 29,094
9,147 1,564
481 51
53,068 40,086
250 80
{1,005) -
7,325 4,975
720 1,101
636,704
. 14,883
358,602 186,708
1,169,969 348,891
2018 2017
€ €
202 184
Page 15 of 27
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MOSTA LOCAL COUNCIL

Notes to the Financlal Statements for the year ended 31 December 2018 {cont.)

13, Intangible fixed assets

Cost
At 1 January 2018
Addilions

At 31 December 2018
Depreciation

At 1 January 2018
Charge for the year
At 31 December 2018

Net Book vaiue
Af 31 December 2018

Cost
Al 1 January 2017
Additions

Al 31 Dacember 2017
Depreciation
At 1 January 2017

Charge for the year

At 31 Pecember 2017

Net Book value
At 31 December 2017

Coniputer Total
software
€ €
726 726
2,484 2,484
3,210 3,210
150 150
671 671
821 821
2,389 2,389
Computer Total
software
€ €
726 726
726 728
150 150
150 150
576 576
Page 18 of 27
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" MOSTA LOCAL COUNCIL

Notes to the Financial Statements for the vear ended 31 Deceinber 2018 {cont,)

15. Receivables

Receivables
Prepayments and accrued income

Reaceivables
General receivables are analysed as follows:

Within credit period

Exceeded credit period but not impaired
Impaired and provided for

Provision for doubtful dabts

2018 2017
€ €

18,753 17,148
92,602 136,812
111,435 153,860
2018 2017
€ €
3,612 14,995
18,141 2,153
394,128 398,453
{394,128) (388,453)
18,753 17,148

Included in the accounts receivable are amaunts due from related parties amounting to €18,322 {2017
: €14,226). These amounts are unsecured, interest free and repayable on demand,

16, Cash & cash equivalents

Cash and cash equivalents included In the Statement of Cash Flows comprise the following statement

of financial position amounts,

Cash at Bank
Cash in Hand

2018 2017
€ €
837,787 433,352
358 301
838,152 433,653

Page 19 of 27
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MOSTA LOCAL COUNCIL.

Notes to the Financial Statements for the year ended 31 Dece:-nber 2018 {cont.)

17. Payables

Payables
Other payables
Accruals - PPP
Accruals

2018

Payables

Other payables
Accruals - PPP

Accruals

2017

Payahles

Other payables
Accruals - PPP

Accruals

Included in lhe accounts payable are amounts to related
€69,630). These amounts

18. Borrowings

No n-gurrent
Third party borrowings

2018 2017
€ €
293,885 233,792
69,977 54,436
29,822 44,883
71,701 81,699
455,485 414,810
0-90 days 91180 days 180-365 days Total
€ € € €
95,572 128,912 69,501 293,985
69,977 - - 69,877
26,922 - - 29,922
69,404 - - 69,404
264,875 128,912 69,501 463,288
0-90 days 91-180 days 180-365 days Totat
€ € € €
93,337 38,951 101,504 233,782
68,135 68,135
11,221 11,221 22,443 44,885
68,000 - - 68,000
240,693 50,172 123,947 414,812

partias amountin

are unsectired, interest free and repayable on demand.

Repayable between ons and two years
Repayabla between two and five years

Third parly loan Is payable to a supplier under
45/2010 separated info two phases. One ls rep
1) and another was payabie over a period of
2014 ta 2018 (Phase 2).
€23,920,

g to €59,933 (2017 :

2018 2017
€ €
27,607 53,080
27,607 27,608
- 25,472
27,807 53,080

the Public Private Partnership scheme as per memo
ayable over a period of 8 years, 2014 ta 2020 (Phase
4 years from the construclion of that particular slrest,
Long term amount payable under the scheme, Inclusive of interest is

Page 20 of 27
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MOSTA LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2018 (cont.)

19. Deferred income

2018 2017
€ €
Government grants
At 1 January 45,000 1,017,135
Transferred to Grants Capital Approach PPE {25,000} -
Grants forfeited {20,000 -
Adjusiment in line with Directive 1/2017 (879,142)
. - 137,993
Released in year - {92,093)
At 31 December . - 45,000
Gurrent Deferred Income - -
Non-Current Deferred Income - 45,000
Deferred Government Grants
Deferred between one and twa years - -
beferred between two and five years - -
Deferred in five years or more . - 45,000
- 45,000
Deferred after five years or more - 45,000
20, Capltal commitments
2018 2017
€ €

Details of capital commitments at the

accounting date are as follows:

- Approved but not yet contracted for 1,365,000 -
- Contracled for hut not provided in

the financial statements - -

(i} Appraved but not yet cantracted for:

Project financed under Measure 4.4 110,738 -
Projects financed under PA Development Fund 983,032 -
Projects financed under PAMA agresment 220,230 -
Project financed under Northern Reglon Tarmac Fund 26,388 -
Other Minor Projects 9,612 -
Office Furnliure & Fltlings 5,000 -
Oifice Equipment 5,060 -
Camputer Equipmant 5000 -
1,365,000 - s

{i} Contracted for bul not provided in the Financlal Statements:
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MOSTA LOCAL COUNCIL

Netes to the Financial Staternents for the year ended 31 December 2018 (cont.}

21. Contingent liabllities

22,

There were no conlingent liabililies in respect of bank guarantees al vear end. However, al year end
the council is invelved in a number of legat disputes that could give rise te sums to be paid to third

parties. These involve the following:

a. A case instituted by & German Tourlst for the liquidation of damages after the occurence of an
accident in the locallty; This liabilily Is covered hy the Councll's Insurance policy;

h. A case instituted by Paul Cushcieri Et In front of the Sraall Claims for an amount of more than

€1,500 which claim is being contested; and

¢. The Council has an ongoing fitigation with a contractor and issued a number of defaull notices to
sama Contractor, which default notlces' value was reduced from the halance payable to the

Contractor, Default Notices are being disputed by the Contractor.

The Council may alsa be subject to legal action from third pariles who have suffered damages on
Mosta Roads and are stating that the Councll was at fault, which claims ars being refused by the

Council.

Related parly transactions

During the course of the year, the Council enlered into transactions with related partles which are
refated through common ultimate controlling parly. The Councll antered Into transactions with the

following related parties:
Narne of Entily

Depariment of Local Counciis

North Joint Committee {Local Enforcement)
North Raglonal Cammittea

Street Lighting Joint Commiltee

Local Enforcement System Agency
Central Regional Commiltes

Gozo Regional Commitiee

South Eastern Regional Committea
South Regional Commiltee

Malta Environment and Planning Authority
Water Sarvices Corparation

Enemalta Corporation

Arms Limited

Cleansing Services Depariment
Direclor General - Works Division
Wastaserv Malta Limited

Police General Headguarters
Cepartment of Lahds

Alrmalta plc

Bank of Valletta plc

MCAST

MNational Library of Malta

Office of the Prime Minister

Housing Authority

Kunsill Malti ghall-Isport

Local Councils” Association

Department for Elderly & Communily
Malta Communications Authorily
Mnistry for Energy & Health

Heritage Malta

Office of the Commissioner for Data Protection
Ministry for Resaurces and Rural Affairs

Nature of relationship

Significant controt
Joint Control
Joint Control
Joint control
Ne conirol
No control
No cantrol
Na contral
No control
No control
No controt
No controt
No control
Mo controt
Na control
Na contral
Nao gontrol
No control
Mo confrol
No control
No canlral
No control
Na control
No control
No contral
Na contral
No control
No cartrol
No controt
No control
No cantrol
No controt
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MOSTA LOCAL COUNCIL

Notes to the Financiaf Statements for the vear ended 31 December 2018 {cont.}

22, Related party transactions {cont}
The amaunts due from / to relaled parties at year-end are disclosed In notes 15 and 17. The terms
and conditons do not specify the nature of the consideration to be provided In settlement. These
amaounts are unsecured, interest free and repayable on demand.
The following were the significant transactions carried out by the Gouncll with related parties having
significant control:
2018 2017
Related Related
party Total party Total
activity activity acthvily aclivity
€ € % € € %
Income
Transactions with central government 1,308,796 1,275,228
Transactions with reglons and LESA 17,972 28,527
1,326,768 1,429,987 93 4,303,752 1,368,218 95
Expenditure
Transactions with government entilies 2,164 166,564
Key persannel remuneration 203,788 200,235
205,952 2,030,286 10 366,799 1,296,546 28
23, Ultimate controlling party

The ultimate confrolling parly of the local councll Is Ceniral Government since the Gouncil's main
Tevenua ls from the Government allocation received avery quarter, Apart fram the normal funds
Tecelved from Government, Counclls also receive funds relating to specific projects as well as ofher
funds for the improvement and betterment of the locality.

24, Financial Risk Management

The Councli's activities expose it-to a varlety of financial risks such as markal risk, credit rlsk, Hquidily
fisk and Interest rale risk, The Counclls averall risk management programme focusas on the
unpredictabilily of financial markels and sesks to minitmlse potential adverse sffects on the Council's
financial performance.

Credit risk

Financlal assets which potentially subject the Council to concentrations of credit risk consist principally
of cash at bank and debtors. The Councli's cash is placed with quaBly financial institutions as well as it
limits the amount of cradit exposure with any one financial instiution. The Council has appropriate
policles to ensure that Income is received from sources with appropriate credit history. In this respect,
eredit risk with respect to debtors Is monitored continuously and the Gauncil places a provision on any
debt on which there Is doubt of recoverabilily. Bad debts are therafore negligible and in this respect
the Council has no significant concentration of credit risk,

Liquidity Risk

Liquidity risk Is defined as financial distress, an extracrdinary measure which needs to be taken lo
manage the councli’s present commiltments arising due to shortage of funds. The abjective of liquidity
risk management s to maintain sufficient liquidity, and to ensure that it Is svailable within the
necessary time frame in order not to creats financial distress and curtail current obligations as well as
fulure short term commitments. The Council menltors and manages lis risk to a shortage of funds by
maintalning sufficiont cash and by monitoring fhe avallability of raising funds to meet commitments
due, In fact al year end, the Council has as cash and cash equivalents the amount of Euro 838,152,
This should ensure an ongoing working capital of the Council for the next 12 months.
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MOSTA LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2018 {cont.)

24,

Financial Risk Management {cont.}
Golng Concern Risk
The Council had a nel loss of €599,897 (2017: net profit €216,882) durng the year ended 31

December 2018, and as at that date, the Counail had a net current asset position of €484,102 (2017;
€172,803).

2018 2017
€ €

Current Assets
Loans and receivablas:
Accounlts and other receivables 18,763 17,148
Cash and Cash Equivalents 838,152 433,853

856,805 450,801
Current Liahilities
Financial liabilities measured at amortised costs:
Payables 465,485 414,810

Forefgn Currency Risk

Foreign currency {ransactions arise when the CouncH buys or sells goods whase price is denominated
in a foreign currency, or incurs or seliles liabilities, denominated In a foreign currency. The Counci
doas not trade in any foreign currency transactions.

Interest Rale Risk

The Councll operates bank accounts without any financing facilities, As a rasult, the Council is not
exposed to cash flow Interest rate risk on bank balances,

Market risks

Market risk is the risk that the fair value or cash flows of a financlal instrument will fluctuate due to
changes in market prices, Market risk reflecls interest rate risk, currency risk and other price risks.

Other risks

The Council's Interest rate risk arises from long term harrowings. However, the Councll is nol currently
exposead to such risk since it does not have long term fluctuating interest borrowings. In general, the
Council's exposure to risks associated with the effects of flucluations in the prevailing levels of market
Interest rates on its financing posltion and cash flows are not deemed to be substaniial by the
Councillors and Executive Secretary in view of the nature of the assets and liabilities.

Prudent liquidity risk managemeni Implies maintaining sufficient cash and cash equivalents, the

availabllity of funding through an adaquate amount of credit faciitiss and the ability to close out market
pasitions.
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MOSTA LOCAL COUNCIL

Notes to the Financlal Statements for the year ended 31 December 2018 (cont.)

25, Effect of Change in Accounting Pollcy

On 1 January 2018, the capital approach, according to 1AS 20, has been adopted, In line with
Directive No. 1/2017 issued by the Depariment for Local Government, This is & change in accounting
policy, and according to 1AS & — Accounting Palicies, Changes in Accounting Estimates and Errors,

has been accounted for retrospectively.

The eifect of the restatement on these financlal statements is summarised below

2017 as
originally reported Adjustments
€ €
Non-Current Assets
Property, plant and equipment 2,680,480 (879,142
Non-Current Liabilities
Deferred income 840,066 796,085
Current Liahilitles
Daferrad income 84,087 84,087

2017 as
vestated
€

1,801,338

45,000
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LOCAL COUNCIL MOSTA

Report of the Local Government Auditors to the Auditor General

We have audited the accompanying financial statements of LOCAL COUNGCIL MOSTA, set out on
pages 4 to 25, which comprise the statement of financial position as of 31t December 2018, and the
statement of comprehensive income, statement of changes in equity and statement of cash fiows for
the year then ended, and a summary of significant accounting policies and other explanatory notes.

Qualified Opinion

In our apinion, except for the effects of the matter described In the Basis for Qualified Opinion section
of our report, the accompanying financial statements present fairly, in all material respects, the
financial position of LOCAL COUNCIL MOSTA as at 31 December 2018, and its financial performance
for the year then ended in accordance with the International Financial Reporting Standards (IFRS) as
adopted by the European Union.

Basls for Qualified Opinion

In accordance with the Local Enforcement System (LES)-issued by the Ministry by virtue of article 72
of the Local Councils Act (Cap. 363), the income relating to contraventions was delegated to the local
councils through Legal Notice 32 of 2000. The Council entered into a pooling agreement with a
number of local councils within the Local Enforcement System and formed a Joint Committee to
manage and administer this function up to September 2011, when this was delegated to Regional
Committees. Due to the fact that no proper audited financial statements have been prepared by the
Joint Committee, we could not obtain reasonable assurance on the completeness of the share of
income or expenditure that could have been recorded in the financial statements as well as on any
accrued income or liabilities present as at end of the current financial year.

The Council maintains a fixed asset register to record fixed assets acquired by it. However, a number
of assels have been Incorrectly categorized with the consequence that an incorrect depreciation rate
has been recognised In the financial statements. Whilst we believe that there may be material
misstatements in the depreciation provision and charge for the year, there were no practicable
procedures to arrive to the exact amount of misstatement in the depreciation provision and
depreciation charge for the year.

As at year end, the Council has recognised other creditors amounting to €13,370, The information and
evidence provided by the Council with respect to this balance was not appropriate to provide us with
reasonable assurance as to the correctness of the balance and other alternate audit procedures
performed did nof provide us with the necessary assurance to determine whether there is any
misstatement within these liabilities recognised by the Council.

The Councll received a number of government grants in previous years in respect of capital projects,
With respect te the 'EU Project’ and 'Cult Exchange’ project having a total balance of €288,040, no
adequate supporting evidence was provided to confirm the amounts recognised and there were no
practicable procedures to arrive to the amount of misstatement in relation of the grants r as recognised
in the financial statements and as allocated against the respective capital projects.

The financial statements include liabilities of €57,529 with respect to road works undertaken through
the Public Private Partnership Scheme. The Council failed in this regard to undertake the proper
measurement, recognition and disclosure criteria arising from the requirements of '1AS 39 - Financlal
Instruments: Recognition & Measurement’ which requires that such long-term obligations are
accounted for at amorlised cost. This entails that after initial recognition this liability Is measured at
amortised cost using the effective interest method, less provision for any impairment. The Council
should have accounted for this liability accordingly using a proper discount rate which equates to the
Council's cost of capltal.
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International Financial Reporting Standards require that all applicable standards and their disclosure
requirements are complied with in the preparation of financial statements. These flnancial stalements
lack proper disclosures emanating from 'lAS 1 — Presentation of Financial Statements’ in relation to
new and revised IFRSs adopted by the EU that are not mandatorily effective but allow early application
for the year ending 31 December 2018 and they lack disclosures emanating from 'IAS 24 — Related
Parties' in view that note 22 to the financial statements does not reflect the requirements of articles 18,
25 and 26 of the said standard. In addition, in view of the change in accounting policy with respect to
government grants, the requirements of IAS 8 — Accounting Policies, Changes in Accounting
Estimates and Errors' requires the disclosure of a third balance sheet column in the Statement of
Financial Position to clearly show the movement from the prior year audited financial position and the
effect of the change in policy, with the current year position being termed as the restated position. This
was not included in the Statement of Financial Pesition on page 5.

Other Information

The Councll is responsible for the other Information. The other information comprises the Statemaent of
Local Council Members' and Executive Secretary’s Responsibilities. Our oplnion on the financial
statements does not cover this information, including the Statement of Local Council Members' and
Executive Secretary’s Responsibilities. 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 stalements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. We have nothing to report in this regard.

Council's Responsibility for the Financial Statements

The Council Members and the Execulive Secrefary are responsible for the preparation and fair
presentation of these financial statements in accordance with International Financial Reporting
Standards as adopted by the EU and for such internal conirol as management determines is
necessary to enable the preparation of financiat statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statemenis, the management are responsible for assessing the Council's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the management either intend to cease
operations, or have no realistic alternative but to do so,

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and {o issue an auditor’s raport that
includes our opinion. Reascnable 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 arlse from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expeacted 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 scepticism throughout the audit. We also:

> Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtaln 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,
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as fraud may Involve collusion, forgery, intentional omissions, misrepresentations, or the override
of Internal contral,

Obtain an understanding of internal control relevant to the audit In order to design audit
procedures thal are appropriate in the circumstances, but not for the purpose of expressing an
oplnion on the effectivenass of the Council's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Council members and Executive Secretary.

Conclude on the appropriateness of the Councll members and Executive secretary’ use of the
going concern basis of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the Council’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw aftention in our audilor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Council to cease to continue as a going concern.

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

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

Report on Other l.egal and Regulatory Requirements

The Local Council {(Financial) Procedures, 1998, require that the financial statements should be
prepared in accordance with the International Financial Reporting Standards as adopted by the
European Union. In view of the matters set out under the basis for disclaimer of opinion section of this
reporf, these financial statements have not bsen prepared fully in line with the requirements of
international Financial Report:ng Standards as adopted by the European Union.

This copy of the report has been signed by
Neville Cutajar (Partner)-on its behalf

3a

Cerlified Public Accountants
Level 2

Palazzo Ca’ Brugnera
Valley Road

Birkirkara Malta

Date: 29 April 2019
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