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QALA LOCAL COUNCIL

Annual report and financial statements
for the year ended 31 December 2018

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

. The Local Councils (Financial) Regulations require the Executive Seeretary to prepare a detailed
annual administrative report which includes the Local Council’s statement of comprehensive income
for the year and of the Local Council’s retained funds at the end of the year, By virtue of the same
regulations it is duty of the Council and the Executive Secretary to ensure that the Financial
Statements forming part of the report present fairly, in accordance with accounting policies applicable
to Local Councils, the income and expenditure of the Local Council for the vear and its retained funds
as at the year end, and that they comply with the Act, the Local Councils (Financial) Regulations,
1993, and the Local Councils (Financial) Procedures, 1996 issued in terms of the said Act.

The Executive Sceretary is responsible to maintain a continuous internal control 1o ascertain that the
accounting. recording and other financial cperations are properly conducted in accordance with the
Local Councils Act, the Local Councils (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
irregularitiss,

Approved by the Council and signed on its behalf on LAApril 2019 by:

Paul Buttigicg Marcia Borg *
ayvor Executive Secretary




QALA LOCAL COUNCIL

Statement of Comprehensive Income
Tor the year ended 31 Decern ber 2018

Income

Funds reccived from central governmeny
Law Enforcement Income
General income

Expenditure

Personal emoluments
Operations and maintenance
Administration and other expenditure

Operating income for the vear

Finance income
Finance cost

Total comprehensive income for the year

Note

. L4

th

=1

2018 2017
£ ;
339,146 307,413
578 3,090
18,03 8,375
338,655 318,878
62,880 601,290
84,996 62,607
190,346 70,274
338,231 193,171
20424 € 125,707
117 119
(43) {72}
20,498 € 125,754

==




QALA LOCAL COUNCIL

Statement of Financial Position
at 31 December 2018

31 Dee 218 31 Dec 2007 31 Dec 2017
A previous]y
Ar Restaled stated
Assets Maore
£ = £
MNow-current assefs
Property, plant and equipment 11 202,309 284,777 674377
Current Assets
Receivables 12 20,041 125378 12770
Cash and cash equivalents 13 719257 646,653 046,633
730,208 650,423 650,423
Total assets £ 941,607 ¢ 944,200 € 1,334,000
Reserves and liabilities
Reserves
Retained funds 604,670 674,178 674,178
Non Current liabilitics
Deferred income - 14 - 32.754 452,722
: 32,754 452722
Current liabilities
Fayables and accruals 15 240,931 237,268 207,100
246,531 237268 207100
Total Reserves and Liabilities € 241,607 € 944,200 € 1.334.000

— Thexe Fing Heial Stafemeniy were apnrcved by the Focal Cueil r,«.-Qt; April 2018 and signed
an its behalf by:

~ Paul Buttigicg Ms. Marcia Borg

Ma e
R Exveurive Secretary



QALA LOCAL COUNCIL

Statement of changes in equity
for the year ended 31 December 2014

Retained

funds

E

Balance at 01 January 2017 387,241
Total comprehensive income for the year 86,037
Balance at 3| December 2017 € 074178
Balance at 01 January 2018 : 674,178
Total comprehensive income for the year 20,498
Balance at 31 December 2015 € 094076

—_—




QALA LOCAL COUNCIL

Statement of Cash Flows
for the vear ended 31 December 2018

2018 2017

Nole £ €
Caslt flows from aperating activities
Total comprehensive income for the vear 20,498 86,937
Adiusrmeni for:
Depreciation 94,577 - 6,324
Interest recejvahble (117} (119)
Interest payahle 43 72
Operating surplus before work ing capital movements 3 115,00 80.566
(Increase decrease in receivables (7.271) 70,197
Increasef{decrease) in payables 52,948 {26,914}
Net cash generated from operating activities 160,674 23,84y
Cuasli flows from [nvesting aetivities
Purchase of property, plant and equipment (88,148) (9514
Grants recejved - 21,009
Interest received ' 117 114
Net cash flows (used for)/ generated from HIVeSing aciiviiics (88.03]) 81814
Interest paid (43) (72)
Net cash used for financing activities (43) (72)
Net increase in cash and cash equiverenty 72,604 205.549]
Cash and cash cquivalents
at the beginning of the year 646,653 402,245
Cash and cash cquivalents at
the end of the year 13 F 718,257 € 646,053




QALA LOCAL COUNCIL

Notes to the financial statement
for the vear ended 31 December 2018

1.

Fed

General Information

Qala Local Council is the logal authority of Qala SEtup in accordance with the Local Councils Act.
The office of the Local Council js situated a1 ;

'Civil Centre Bishop Buttigiep Street, Qalu.

The Qala Local Council forms pan of the Gozg Regional Commitiee

- Accounting policies and repurting procedures

The financial statements have been drawn up in accordance with the accountling policies and reporting
procedures prescribed for Local Councils in the Financial Regulations issued by the Minister of Finance
in conjunction with {he Minister responsible for the Local Government in terms of section 67 of the

Local Councils Act, (CAP 363). The Financial Statements are prepared under the historical cost
convention as modified to include fajr values stated in the accounting policies below. These Financial
Statements are prepared in accordance 1o the requirements of International Financial Reporting
Standards as adopted by the EUJ and comply with the Local Councils ActCap 363, the Financiaj
Regulations issued in terms of this Act and the Local Councils (Financial) Procedures 1996

New and amended standards adopted by the Local Council

In the current year, the Local Council has applied a number of amendments (o [FRS issued by the
International Accounting Standards Boards {IASE) that are mandatorily effective {or an accounting
period that begins on or afier | January 2018,

IFRE o F inarcial Instrumenty

The standard introduced new classification and measwement models for financial assets. A financial asset
shall be measured at amortised cost if it is held within a business mode| whoze objective is to hold assets
In order 10 ¢ollect contractual cash flows which arise on specified dates and that are sofely principal and
interest. A debt investment shall be measured at fair value through other comprehensive incormie if it is
held within 4 business medel whose objective is to hath hold @ssets i order to collect contractual cash

UWs which arise on specified dates that are solely principal and interest as well as selling the asset on the
basis of its fair value. All other tinancial assets are classified and measured at fair value through profit or
loss unless the entity makes an irrevocable election on initial recognition 1o present gains and losses on
Squity instruments {that are not hEJd—for—Ir.rlding_} in other comprehensive income {'OCT, Despite these
'equirements, a financial asser may be irrevocably designaled as measured at fair valye through profit or
l0ss o reduce the effect of of eliminate. an accounting mismatch. For financial liabiljties designated at
fair valye through profit or loss, the st ndard requires the portion of the change in fair value that relates 1o
the ENLLY'S own credit risk to be presented in OCT (unless it would ereate ap accounting mismatch). New
‘Mpairment requirements use an ‘expected credit loss' VECLY) model 10 recognise an allowance.
hl‘ﬂ:?lm:'mm—is meastred usmg a 1 2-month ECL method unless the credit risk on a finaneial nstrument
has ncreased significantly since jniial recognition in which case the lifetime ECL method is adopted, For
feceivahles, o simplified approach to Tz STTEL Credit Tosses using 2 lifetime expected loss
allowance js available.




QALA LOCAL COUNCIL

Notes to the financial stalement
for the vear ended 31 December 2018

{FRS 13 Revenue from Contracts with Customoery

The standard provides a single comprehensive model for revenue recognition. The core principle of the
standard 15 that an entity shajl recognise revenue 1o depict the transfer of promised goods or services 1o
customers at an amoum that reflects the consideration to which the enlity expects to be entitled in
exchange for those goods or services. The standard introduced a new contract-based revenue recognition
mode! with a measurement approach that is based on an allocation of the transaction price. Credit risk is
presented separately as ap Expense rather than adjusted against revenue, Contracts with Cuslomers are
presented in an entity's statement of financial position as a contract liability, a contract asset. or 4
receivable, depending on the relationship between the entity's performance and the customer's payment.
Customer acquisition costs and costs to fulfil a contract can, subject to certain criteria, be capitalised as
an asset and amortised over ihe contract period.

New Srandurdy and amendments not yet effective:

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

IFRS 16 Leases

This standard is applicable 10 annua reporting periods beginning on or afier | January 2019, The
standard replaces IAS 17 'Leases' and for lessees will eliminate the classifications of operating leases and
finance leases. Subject 10 exceptions, a Tighi-of-use’ asset wil] be capitalised in the statement of financial
position, measured at the present value of the unavoidable future lease payments to be miade over the
lease term, The exceptions relate to short-term leases of 12 months or less and leases of low-value assets
where an accounting policy choice exists whereby either a 'right-ofeuse’ asset is recognised or lease
payments arc expensed to profil or loss as ncurred. A liability corresponding 1o the capitalised lease wil]
also be recognised, adjusted for lease prepayments, lease incentives received. initial direct costs incurred
and an estimate of any future restoration, removal or dismantling cosis. Straight-line operating lease
CEpEnse recognition will be replaced with & depreciation charge for the teased asset and an interest

expense on the recognised Jease liability. For lessor accounting, the standard does not substantially
change how a lessor accounts for leases

a. Revenye recognition

Rever]ug is recognised when there are ne significant unceraintisg concerning the derivation of consideration
0r associated costs. Interest income is recognised in the statement of comprehensive income as it accrues.

e § %

b. Local Enforcement Svstems

The Local Council forms parl of the Gozo Rezfonal Commiitice. During the vear, the amount disclosed in the
financial statements under  Local Enforcement System income Fepresents the administrative fee of (0o
that is now chargeable to the Regional Commiliees and the Law Enforcement System Agency for

contraventions paid at the Council. Dusing 20517, there were distribunons from conlraventions income from
—LESA
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QALA LOCAL COUNCIL

Notes to the financial stalement
for the year ended 31 December 2018

¢. Property, Plant and Equipment

Property, plant and equipment is siated at cost less accumuiated depreciation and impairment Joss to date.
With effect from 1he year under review, depreciation js calculated on a monthly basis using the straight

line method. The change in the depreciation method has been effected accerding to the instructions in the DLG
Directive 1/2017.

The depreciation rates are the following:

B
Land {)
Trees o
Buildings ' |
Office furniture and fittings 7.5
Construction works 10
Urban Improvements - 10
Special programmes : o
Office equipment 20
Motor vehicles 20
Plant and machinery 20
Computer Bquiprment 25
Plants 104

Litter bins replacement basis
Playground equipment 100

Road and Trafiic slgns replacement basis

Streel mirrors replacement basis
Street lights ' L0

Gains and losses on disposal of Propernty. plani and equipment are determined by reference 1o thejr
carrying amount and are takep into account in determining Operating profit. The residual values and useful
fives of the assets are reviewed and adjusted as appropriate, at ezch financial reporting date.

The carryving amount of an asset is written down immediately to jis recoverable amount if the carrying
amount of the asset js greater than its estimated recoverable amounn,

Subsequent costs are included in the carrying amount of the asset Or recognised as a separate asset, ag

appropriate, only when it is probahle that future economic benefit associated with the jrem will flow to the
Lecal Council and the cost of the item can e measured reliablyv. All other repairs and  maintenance are
charged to the statement of comprehensive income durins the financial period in which they are incurred.

d, Government Grrants

Government grants relating 1o operating expenditure ars recognised in the §
the same period that the related expenditure js incurred.

tatement of Comprehensive Income in

Government Erants relating 1o the purchase of properry, piant and equipment are accounted for using the capital
———appraach..and are-thus deducted from 1he carrving amount of the relative non - current asset. Up to the year ended

31 December 2017, sovernment grants were accouned lor using the jncome Approach secording 10145 20

Accounting for Government Grant§and Disclosure of Government Assistance,

On 0] January 2018, the capital approach, according 10 1AS 20, has besn adopted, in line with the Directive No.

2007 jssued by the Departmem  fir Local Government. This 15 a change ip accounting policy. angd.

E“-‘J'C"-'*"djﬂﬂlf'-‘ IAS 8 Accounting Policies, Chianges in Accounting Fstimatas and Errors, it has beey accounted for
retrospectively, N



QALA LOCAL COUNCIL

Notes to the financial statement
for the year ended 31 December 2018

=2

Impairment of Assets

Assets thal have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation or depreciation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount n wy not be recoverable, An
impairment loss is recognised for the amount by which the carrying amount of the asset excecds its
recoverable amount. The recoverable amount is the hi gher of the fuir value of the assel less cost 1o sell ang

the value inuse. Impairment losses are immediately recopnised as an eupense inthe Statemen! of
Comprehensive Income.

Amounts Receivable

Amounts receivable are recognised initially at fair value and subsequenily measured at amorlised cost
using the effective interest rate method. less provision for impairment. A provision for impairment of
amounts receivable is established when there js objective evidence that the Council will not be able to
collect all amounts due according to the original terms of the receivables, The amount of the provision is
the difference between the carrying amount of the asset in the present value of the estimated future
cash flows, discounted at the effective interest rate.  The amount of the provision is recognised in the
Statement of Comprehensive Income,

. Payahles

Amounts payable are classified as curreni iiabilities if payment is due within ane year or less (or in the
normal operating eyele of the business if longer). If not they are presented as non-current habilities.

Liabilities for trade and other amaounts are earried at cost which is the fuir value of the consideration to
be paid in the fulure for toods and services received, whether or not billed 1 the Council.

Fureign Currencies

Items included in the Financial Statements are measured using the currency of the primary economic

environment in which the Local Council operates. These Financial Statements are presented in Euro (€)
which is the Council's functional and presentation currency.,

Transactions denominated in foreign currencies are translated in Euro at rates of exchange in operation
on the dates of transactions. Monetary assets and liahilities expressed in foreign currencies are translated
in Euro at the rates of exchange prevailing at the date of the Siatement of Financial Position,

- Profit and Losses

Only profits that were realised at the date of the Statement of Financial Position are recognised in these

Financial Statements Al foresecable liablities and putential losses arising up to the said date are accounted

for, even if they become dpparent between the said date and the date o which the Financial Statements
&re approved.

Cash and Equivalents —— = B

Cash and Cash Equivalents arc carried in the Statement of Financial Position at face value. For the purpose
of the Statement uftas_!; Flows, cash and cash eyuivalents comprise cash in hand and balanees held with

~ banks.

i0



QALA LOCAL COUNCIL

Notes to the financial statement
for the year ended 31 December 2018

k. Related parties

Related parties are those persons or bodies having relationship with the Council as defined in 1S 24,

Related parties 1o the Local Council comprise the Department for Local Government, the Regional
Committe and other Government entities.

The related party that exercises a si gnificant control iz the Department for Logal Government. Those
that exercize no control are the Regivnal Commitiee and other Government entities such as Waler Service
Corp. and Wasteserve.

L. Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires council members 10 make
Judgements, estimates and assumptions that affect the application of policies and reported amounts of assels,
liabilities. income and expenses, Use of available information and application of judgement are inherent jn
making estimates. Actual results in future could differ [ rom such estimates and the differences may be
material to the financial statements. The estimates and underlying assumptions arc reviewed on an ongoing
basis. Revision to accounling estimales are recognised in the period in which the estimate is revised il the

revision affects only that period, or in the period of revision and future perinds if the revision affects both
current and future periods.

In the opinion of the Council. the accounting estimates and judgements made in the course of preparing
these financial statements are noj difficult, subjective or complex 10a degree which would warrant their
description as critical in terms of the requirements of IAS | (revised)

m. Capital Management

4

The Council's capital consists of s net assets, including working capital, represented by its retained funds,
The Council's management objectives are to ensure:

- that the Council's ability to continue as a zoing concern is still valid and

- the the Council's maintains a positive working capital ratio
To achieve the above, the Council carries out a quarterky review of the working capital ratio (Financial
Situation Indicator). The Coungil also uses budgets and business plans to set its strategy 1o oplimise jts
use of available funds and implement its commitments 1o the locality,

n. Burruwingg

B”"WWiﬂgﬁ are initially recognised at C:OST., being the fair value of the consideration received and including
—————2Cduisition charpes associated with the horrowing,

Subsequent to initial recognition al] Interest-bearing borrowings, other than liabilities held for trading, are

S"‘h*"'e':iu*imf}' measured at amortised cosl, using the effective inlerest method Amortised cost is calculaled

by taking inlo account any discount or premium on settlement, Bormowing costs are recopnized as an

€Xpense in the period in which they are incurred.




QALA LOCAL COUNCIL

Notes to the financial statement
for the year ended 31 December 2018

¢. Financial Instrumenis

Financial assets and financial liabilities are recognised when the council becomes a party 1o the contractual
provisions of the financial instrument. Financial assets are derecognised when the contractual rights 1o the
cash {lows from the financial asset expire, or when the financial asset and all substantial risks and rewards
arc transterred. A financial hiability is derecognised when it js extinguished, discharged, cancelied or ex[ires.

Finaneial assets and financiul liabilities are measured initially at fair vaiue plus transaction costs, They are
measured subsequently as described below.

Financial assets

For the purpose of subsequent measurement. financial assels of the council are classified inta loans and
receivables upon initial recognilion,

Receivables are subject to review for impairment & least at each reporting date. Financial assets are
impaired whin there js any objective evidence thata financial asset or a group of financial assets s

impaired. Different criteria to determine impairment are applied for each catepory of financial assels,
which are deseribed bejow.

All income and expenses relating to loans and receivables are presented with 'finance income’ or 'finance
costs', except for impairment of receivables which is presented in 'administration and other capenditure'

Loans and receivables are non-derivating financial assets with fixed or determinable payments that are

not  quoted in an active market. Afier initial recognition these are measured at amortised cost using the

effective interest method, less provision for impairment. Discounting is omitted where the effect of

discounting is immaterial, The Council's other receivables fall into this category of financial instruments.
Individually significant receivables are considered for impairment when they arc past due or when gther
objective evidence is received that a specific counterparty will default, Receivables that aren't considered
to be individually impaired are reviewed for impairment in groups, which are determined by reference to
the industry ang region of counter
The pereentage of the write down
identified group.

party and other available fearures of shared credit risk characteristics.
is then based on recent historical counterparty defaull rates for each

Financial liabilities

—5 = L 'ells inanclal Jiabilities include other pavables. These

. are stated at their nominal amount which
— ——sAreasonable approximation o

ffair value. All interest related charges are inciuded-within ‘finance costs’




QALA LOCAL COUNCIL

Notes to the financial stalement
for the year ended 31 December 2018

3. Funds reccived from Central Government

In terms of Section 55 of the Local Councils Act({ CAP 363)

Other Government Funds

Total

funds received from central government

4. Local Enfarcemen i Income

Administrative {pe

Distributions by LESA

5. General Income

Income from Fermits :

Contributions and donations |
Other income

6. Persunal emoluments

Mayor's honoraria

Executive Secretary Salary and allowance
Employees Salaries

Social Security Contrj Putions

Alloy

ances for Councilors and Mayor

s from regional committees and LESA

13

3

20158 2017
€ €
T3S 208.5357
27,795 B.856
339,146 € 307,413
2018 2017
e £

578 737

b 2-353‘
578 £ 3.090
2018 2017
£ €
4,034 5,305
= 1,300
14,897 1,570
18,931 € $.375
2018 2017
£ £
7.464 a,870
30,171 29,384
14,963 14,073
3.849] 3,636
6,400 6.327
62 880 £ 60,200




QALA LOCAL COUNCIL

Notes to the financial statement
for the year ended 31 December 2018

7. Operations and maintenance

Signs

Road and street pavemenis {patching work)
Refuse cotlection

Bulky refuse collection

Road and street cleaning

Cleaning and maintenance of Public Conveniences
Wasle Disposal fees

8. Adminisiration and other expenses

Utilities

Sundry material & supplies
Rent

National /International memberships
Office services

Transport

Trave]

Advertising

Information services

Other contractual services :
slaff training E
Professional services
Community services and gvents
Uniforms

Drepreciation

2. Investment income

Bank interest received

—H-Financecost—

Bank charges

2018 2017

€ €

1,456 1,030

14,031 1,209

26,89 22,664

14,052 11,787

15955 14,965

4,825 3,636

7,786 7316

3 84,996 ¢ 62,607
2018 2017

€ €

4,828 4,207

12,901 6113

4,174 5.565

708 575

2,130 2,449

2,075 937

232 182

143 549

2,414 3,218

18,832 15222

250 <
1,957 1,587
45,044 36,994
72 :

94,577 32,493
s Uy i, SR
& 90346 € 109,091
2018 2017

€ 117 € 119
E S .
- 2018 2017
£ 43 £ 72

14
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(QALA LOCAL COUNCIL

Notes to the financial statement
for the year ended 31 December 2018

12. Receivables

Accounts receivable
Prepayments and accrued income

Receivables are stated afler a specific provision for doubtful dehis:
Provision for bad debys

Balance brought torward

Movement

Balance carried forward
Receivables are analvsed as follows:

Within credit limit
Exceeded credit period but not impaired

13, Cash and Equivalents

2018 2017
£ €
10.733 | 886
%308 10,884
2004] € 12,770
€ £
3,191 3,191
3191 € 3,101
14,509 10,884
5.442 |.886
20,041 € 12.770

Cash and cash equivalents included in the statement of cash flows comprise the following amounts in the

Lecal Council Statement of Financial Pesition:

Urdinary funds
Measure 313, 312, 125 and 413.4 funds
Cash in hand

14, Deferred income
Balance brought forward
Grants received during the vear
Reallocated lo property, plant and equipment

Balance carriaed forward e — o o ===

18

2018 2017
£ 3
702719 030,251
16,535 16,399
719257 € 646,653
2018 2017
3 £
108,793 :
- 108,793
(76,039) -
32,754 € |08.793

ul



QALA LOCAL COUNCIL

Notes to the financial statement
i for the year ended 31 December 2015

14. Deferred income (cont.)

(i) Current deferred income

(fi) Nown current deferred income

[ Deferred between 1 and 7 years
Deferred between 2 and 5 vears
Deferred in 5 vears or more

15. Payables and aceruals .

Accounts payahle
Aceruals and other pavahleg
Deferred income (current portion)

16. Capital Commitm enis

-

(1) Details of capital commitments are as foffows:

Approved but not ¥et contracted foy (ii)

Contracted for but not provided in Financial Statemens {iii)

(1) Approved pur noy el contracted for,

Surfacing of part of Trig Ta' Kassja
Surlacing of new street in Trig il-Mithna

{1i) Contracteq Jor but nor Provided in Financial Statemenry-

Street in Trig il-Mithng
Playing Field - Magisiral Sajvy Altarg

Surﬂming of new
Refiurki shment gf

2015 2017
€ 32,754 € .03
- 32.754
s - £ 32,754
2018 _ 2017
oo £
81,707 106,778
132,470 54,451
32,754 76,030
€ 29693 € 237268
2018 27
£ €
- 108,793
43,754 2
- 76039
- 32,754
€ - € 108,793
2015 2017
€ £
32,754 -
L1000

43754 €
T e — ______——_-



QALA LOCAL COUNCIL

MNotes to the inancial statement
for the year ended 31 December 2018

17. Contingent liabilities
i) Aninvoice for the amount of Euro 6,300 from Gatt Tarmac which the Council did nol recognise, is not
accounted for.

i) Euwre 15,392 being amount claimed by Mr Peter Paul Said which the Council did not recognise, is not
accouniad for,

18. Financial instruments

The Council's activities expose it to credit risk and liquidity risk through its usc of financial instruments
which result from its operating activities. The council is not exposed to any market risk. The Council's
risk management is coordinated by the council members and focuses on actively securing the council's
short to medium term cash flow by minimising exposure to financial risks.

The most significant financial risks to which the couneil is exposed are described below.
Credit rivk

The Council's exposure to credit risk is limited to the carrying amount of financial assets recognised at
the end of the reporting period, as summarised below:

2018 2017
Class af financial LISECTS = CarrVing apiounis £ €
Trade and other receivables 20,04] 12770
Cash and Cash Eguivalens 710,257 646,653
€ TIRZ29E € 639,423

The council continuously monitors defaults of counterparties, identificd either individually or by group

and incorporates this information into its credit risk controls. The council's policy is to deal with only
creditworthy counterpartics,

The Counci] considers that the above financial assets that are not impaired for each of the reporting
dutes under review are of good credit quality, including those that are past due, See note |2 for
further information on impairments or financial assets that are past due.

~ MNone of the Council's financial assets is secured by collateral or other credit enhancements

Ttrlf-‘ eredit risk for liquid funds is considered negligible, since the counterparties ar reputable hanks
Wit high quality external credit ratings.

20



QALA LOCAL COUNCIL,

Notes to the financial statemen
for the year ended 31 December 2018

18. Financial instruments (cont.)

Liguidity risk

The Council's exposure 1o liquidity risk arises from j1e obligations to meet is financjal liahilities which
comprise payables. Prudent liquidity risk rianagement includes maintaining sufficien cash and
commitied credit facilities to ensure the availability of an adequate amount of funds 10 meet the

council's obligations when they become due.

The Council manage it liguidity needs through vearly budgsts and business plans by carefully
monitering expected cash inflows and outflows on a daily basis.

Payables

Other risky

2018 207
€ 32
246,93] 237,268

The Council's interest rate risk arises from long 1erm borrowings. Borrowings issued at variable rates
expose the Council to eash flow intercst rate risk, In general, the Council's exposure 1o risks associated
with the effects of fluctuations in the prevailing levels of market interest rates on its financing position
and cash flows are not deemed 10 be substantial by the Counciliors and Executive Secretary in view of

the nature of the assels and liabilities.

19. Related pa rty transactions

During the year under review, the Council carried put transactions with the o) lowing related parties:

Namie of Entigy

Depariment of Local Councils
Gozo Regional Committes
Central Regional Committee
Resional Committecs
Water Services Corporation
Enemalta Corporation
——— Wasterery Malta Limited
- -Maita Environment and I’Jann'rng_,ﬂ"ﬂcﬂt_t
Department of Lands
Director General - Works Division
Police Genera] Headguarters

—————0Tice of the Prime Minister

Natare of relatipnship

Significant control
Joint Control
Mo Control
Mo Conerol
No Control
No Controf
No Conirol
__No Control
No Control
No Control
Mo Control
No Contral

21
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QALA LOCAL COUNCIL

Notes to the linancial statement
for the vear ended 31 December 2018

19. Related party transactions (cont.)

Name of Entiry Nature of relationship
Office of the Prime Minister Mo Control
Office of the Commisioner for Data Protection  No Control
Association of Local Councils' Secretaries Mo Control
Ministry for Resources and Rural Affairs Mo Control

The following were the significant transactions carried out by the Council with the related parties having
significant ¢ontrol:

; 2018 2017
Income
Annual financial allocation € 311,351 € 208,557

The ultimate controlling party of the Local Council is Central Government since the Council's main
revenue is from the Government allocation received every quarter. Apart from the normal funds

received from Government, Councils also receive funds relaling to specific projects as well as other
funds for improvement and betterment of the locality.

The Council also receives revenue from other Government entities such as Water Services Corporation

for trenching works carried out in the locality, and for the reinstatement of roads as a result of ihe
trenching works,

Key management compensation

Transactions with key management personnel are disclosed in note 6.

20. Fair value estimation

21.

The nominal values less  estimated credit adjustiments of receivables  and payables are assumed 10
approximate their fair values, otherwise, these have been adjusted 10 approximate their fair values,

Prior Year Adjustment

On 1 January 2018, the Local Council applicd  Directive 1/2017 issued by the Department for Local

Government  inrespect of the Accounting of Grants as per 1AS 20' Government Gramts’. The
Department for Local Government has instructed Local Coun

1 cils to adopt the aliernative capital approach
as from 01 January 2018, ——— — -

This isa change in accounting  policies and, according 1o 1AS 8 ‘Accounting Policies, Changes in

Accounting Estimates and Errors this has been accounted for retrospectively. The change in accounting

policy did not effect the Statement of Comprehensive Income. The effect of this change has been the
reclassification of opening balances of Property, plant and Equipment and Deferred Grants in the
Statement of Financial Position as representedbelows =

22



QALA LOCAL COUNCIL

MNotes to the financial statement
for the year ended 31 December 2018

Balances Prior Year Re=instated
before adjustment Adjustments Balances
Assets Nole € t =
Mon=current assets
Froperty. plant and equipment 11 674,577 (389,800) 284.777

—

Current Asseis

Receivables ' 12 12,770 g 12,770

Cash and cash equivalents 13 646,653 - 546,653
659,423 e . 659.423

Total assets € 1,334,000 € - £ 1,334,000

Reserves and liabilities

Reserves

Retained lunds 674,178 - 674,178

Non Current liabilities

Deferred Income . 14 452,722 (419.968) - 32,754
452,722 {419,908) 452,722

Current liabilitis

Pavables and accruals 15 207,100 30,168 237.268
200,100 30,168 207,100

Total Reserves and Liabilitics ' € 1,334000 € - € 1334000

[}
%]



ENEE

RS

QALA LOCAL COUNGIL

REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL

Qualificd Opinion

We have audited the accompanying financial statements of Qala Local Council, which comprise the
statement of financial position as at 31 December 2018, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information set out on pages 4-23

In our opinion, except for the effects of the matters described in the Basis for Qualified Opinion section
of our report, the financial statements give a true and fair view of the financial position of the Local
Council as of 31 December 2018, 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 European
Union.

Basis for Qualified Opinion

No fixed assets register was provided to us during our audit and consequently, we could not carry out
satisfactory audit procedures to obtain reasonable assurance on the existence and completeness of
the opening balances of property, plant and equipment as disclosed in note 11 to these financial
statements.

During our audit, we have requested a report from the architect about the projects that were completed
during the year ended 31 December 2018 and the projects that were ongoing as of that date. This report
was not received by the time of issuing this report. Consequently, we could not confirm whether there
should have been any accruals as at 31 December 2018 relating to such projects that have not been
reflected in these financial statements, which would result in an understatement of the accruals and of
the property, plant and equipment.

As disclosed in the Note 17 to the financial statements, the Local Council has been invoiced Euro 6,300
for extra works in relation to patching works camied out at Pjazza San Guzepp and Euro 15,382 for
works carried out on the football pitch. These amounts have not been included in the accounts on the
basis that these costs have not been approved by the Local Gouncil. We were not provided with any
appropriate evidence as to the status of these claims, one of which is coming from 2017, Hence, we
could not satisfy ourselves as to whether these costs should have been included in the liabilities of the
Local Council as at 31 December 2018.

AODIT [ TAX [ CONSULTIN
UIT [ TAX [ CONSU LTING 24
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued
Basis for Qualified Opinion - continued

We conducted our audit in accordance with International Standards on Auditing (1SAs). Our
responsibilities under those standards are further described in the puditors' Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Lacal Council in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of the financial statements in accordance with the Accountancy Profession (Code of Ethics for
Warrant Holders) Direclive issued in ferms of the Accouniancy Profession Act (Cap. 281) in Malta, and
we have fulfilled our other ethical responsibilities in accordance with these reguirements and the IESBA
Code. We belicve that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified opinion.

R

Other Information

-

The Executive Secretary and the Local Council Members are responsible for the other information. The
ather information comprises the Statement of Local Council Members' and Executive Secrelary's
Responsibilities, Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

= mr—

In connaction with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially incansistent with

the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated,

i e T

=

I bﬁ&‘j‘-‘d 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.

P

Council Responsibilities for the Financial Statements

As described on page 2, the Executive Secretary and the Local Council Members are responsible for
the preparation of the financial statements that give a true and fair view in accordance with International
_ Financial Reporting Standards as adopted by the European Union, and for such internal control as the
{ Executive Secretary and the Local Council Members determine is necessary to enable the preparation
of financia| statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Executive Secretary and the Local Council Members are
Tesponsiyle for assessing the Local 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 it
- mappmpﬂate to presume that the Local Council will continue as a going concern.

gﬁ Eaile-::utiuc Secretary and the Local Council Members are responsible for overseeing the Local
NSil's financial reporting process. e —
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - 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 auditors' report that
includes our opinion. Reasonable assurance is a high level of assurance butis nota 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 alse:

S —d

- Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or eror, design and perform audit procedures responsive to those risks, and cbtain 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, misrepresantations, 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 Local Council's internal contral.

i + Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Executive Secretary and the Local Council Members.

- Conclude on the appropriateness of the Executive Secretary’s and the Local Council Members' use
of the going concern basis of accounting and, based on the audit svidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the Local Council's
ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditors’ repart 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
Local Council to cease to continue as a going concern.

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

We communicate with the Executive Secretary and the Local Council Members regarding, amaong othar
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.

26
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued
Report on Other Legal and Regulatory Requirements

In our opinion, the financial statements have been properly prepared in accordance with the Local.

Councils Act (Cap. 363), the Financial Regulations issued in terms of the said Act and the Local
Councils (Financial) Procedures.
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This copy of the audit report has been signed by
Conrad Borg (Partner)
for and on behalf of

R3M Malia
Cerlified Public Accountants

Date: 29 April 2019
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