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MOSTA LOCAL COUNCIL

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

for the year ended 31 December 2020

The ELocal Coundils (Financlal) Regulations' require the Executive Secretary to prepare a detailed annual
administrative report which Includes a statement of the Local Gouncll's comprehensive incoma for the year and of
the Coundil’s retained funds at the end of year. By virtue of the same regulations it is the duty of the Local
Council and the Executive Sacretary to ensure thal the financial statements forming part of the report present
falrly, in accardance with the accounting policies applicable to Local Coundils, the income and expenditure of the
Local Coungll for the year and its retained funds as at the year end, and that they comply with the Act, the Local
Council {Financial) Regulations, and the Local Gouncll {Financial) Procedures issued In terms of the said Act.

The Executive Secratary is responsible 1o maintain a continuous internal control to ascertain that the ascounting,
recording and other financial operations are properly conducted in accordance with the Local Caouncils Act, the
L.ocal Council (Financlal) Regulations, and the Local Councils (Financlal} Procedures. The Executive Secretary is
also rasponsible for safeguarding the assets of the Local Gouncil and hence far taking reasonable steps for the
prevention and detection of fraud and other irregularities.

This statermnent was approved by the Lecal Coungil on the 13th Jfuty 2021 and signed an its hehalf by

FomiaB, Zach \__Corraine Templeman
Mayor T Exesitive Secretary
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MOSTA LOCAL COUNCIL

STATEMENT OF COMPREHENSIVE INCOME

Far the year ended 31 December 2020

Income

Funds received from Central Government
Income raised under Local Councll Bye-Laws
Income ralsed under Local Enforcement System
General income

Expenditure

Personal emoluments

Operations and maintenance
Administrative and other expenditure

Onerating Profit for the year

Finance lncome

Profit for the year

e

The notes on pagies 8 to 25 form an Integral part of these financlal statements

Notes

~N O

10
11

12

2020 2019
£ €
1,592,475 1,429,363
14,078 38,555
6,901 13,053
62,199 86,047
1,672,653 1,567,018
(274,883 (241,282)
{304,446} (852,165)
{412,318) (437,848)
(1,591,745) (1,531,395)
80,908 35,623
97 403
81,005 36,026
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MOSTA LOCAL COUNCIL

STATEMENT OF FINANGIAL POSITION
As at 31 December 2020

ASSETS

Non-Current Assets
Intangible assets
Praparly, plant and equipment

Currant Assets
inventories

Receivables

Cash and Cash Equivalenis

Total Assets

EQUITY AND LIABILITIES

Reserves
Retainad Fund

Currant Liabilities
Payables
Deferred income

Total Equity and Liabllities

R

Notes

14
15

13
16
17

18
18

2020 2019
g €
3,470 1,777
738,092 588,009
741,562 589,786
3,351 9,693
150,060 89,778
1,149,813 1,202,467
1,303,224 1,205,936
2,044,786 1,868,724
1,363,671 1,312,666
1,393,671 1,312,666
640,879 557,337
10,236 15,721
651,115 573,058
2,044,786 1,885,724

These financlal statements were approved by the Local Council on the 13th July 2021 and signed on its

behalf by:

Romilda B-Zarb
Mayaor

Cor:ame Templeman

ExecutiVe Secretary

The notes an pages 8 la 25 fasm an integral part of these financial statements
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MOSTA LOCAL COUNGH.

STATEMENT OF CHANGES IN EQUITY
Eor the year ended 31 Decemher 2020

AL 1 January 2018

Profit for the year 2018

At 31 December 2049

At 1 January 2020

Praofit for the year 2020

At 31 December 2020

The notes on pages 8 o 25 form an integrat part of these financial statements

Retained
Funds
€

1,276,840

36,026

1,312,666

N ————

1,312,666

81,005

1,393,671

— e
P

e
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MOSTA LOCAL COUNGIL

STATEMENT OF CASH FLOWS ' .
For the year erded 31 December 2020 .
2020 2019
€ 3
Note
Cash flows from Operating Activities
Profit { (Loss) for the year 81,005 36,026
Reconcifiation to cash generated from operations:
Nepreciation 180,652 228,603
Amortisation 832 612
Increase f (decrease) in provision for Doubtful Debtors - 32
Interest recelvable L (a7) {403)
Onerating Profit befora Working Capital Changes 262,392 264,870
Decreasef{increase) in inventories 342 (3.693)
(Increase) in recelvables {71,428) (24,031)
Decreass in other recelvables 11,146 45,656
lncrease in payables and other payables 73,880 81,852
Cash generated from operating activities 276,342 374,654
Cash flows froem Investing Activities
Interest reseived a7 403
Purchase of properly, plant & equipmeant {330,735) (36,789)
Purchase of iltangible assets {2,525) -
Receipt of grants 4,167 53,654
Cash generated from f{used in) Investing activities (328,986) 17,268
Cash flows from Financing activities
Decrease in long term liabilities . - {27 ,607)
Cash used in financing activitles & - (27,607)
Met Increasa In Cash and Gash Equivalents (52,654) 364,315
Cash and Cash Equivalents at the Beginhing of the year 1,202,467 838,162
Cash and Cash Equivalents at the End of the year 17 1,149,813 1,202,467

The notes on pages 8 fo 26 form an integral part of these fnanicial statements




MOSTA LOCAL COUNCE,

Notes o the Financial Statements for the vear ended 31 December 2020

1. General Inforimation

The Mosta Local Caungil is the Jocal Authorily of Malta set up in accardance with the Locat Councils Act,
1083, The office of the Local Gouncil Is situated at Civic Cenire, Constitution Street, Mosta, MST9059.

Thasa financial statements wera approved for issue by the Council Members on the 13th July 2021, The
Local Coungil's presentation as well as functional currency is denominated in €.

2. Accounting Policies and Reporting Procedures

The principal accaunting policles applied in the preparation of these financial stalements are set out
below, These policies have been consistently appiied to ail the years presented, unloss otherwise
slated.

Accounting convenilon

These financlal statements are prepared under the historical cost convention, as modified lo include fair
values where It is stated in the accounting poficles below. These financial statements are prepared in
accordance with the pravisions of the Locat Counclls Act Cap. 363, the Financial Regulations issued in
terms of this Act and the Lacal Coundils (Financial) Procedures 1996 enacted in Malta and with the
requirernents of the International Financial Reporiing Standards as adopted by the EU,

These financlal stalements have been drawn up in accordance with the accounting policies and
reporting procedures prescribed for Lacal Counclls [n the Financial Regulations issued by the Minister of
Finance in conjunction with the Minister responsible for Local Government in terms of section 67 of the
Local Councils Act (Gap. 363).

Naw and amended standards adopted by the Local Gouncil:

In the current year, the Lacal Councll has applied a number of new standards and amendments to IFRS
issued by the Internalional Accounting Standards Boards {IASB) that are mandatosily effective for an
aceotnting perad that begins on or after 1 January 2020.

Amendments to 1AS 1 and IAS 8 Definition of Material

The amendments pravide a new definition of material that states, “information is material if omitting,
misstafing or abscuring it could raasonably be expected to influence decisions that the primary users of
genaral purpase firancial statements make on the basis of those financial statements, which provide
financial informalion about a spacific reporting entity” The amendments clarify that materiality will
depend on the nature or magnitude of information, either individually or in catnbination with other
information, in the context of the financial skatements. A misstatement of information is materiat if it could
reasonably be expected to Influence decisions made by the primary users. These amendments had no
impact on the financial statemants.

Conceptual Framewaork for Flnancial Reporting issued on 29 March 2018

The Conceptual Framework is not a standard, and nore of the concepts cantained thereln ovetride the
concepts or Tequirements In any standard, The purpose of the Conceptual Framework Is to assist the
[ASB in developing standards, to help preparers devefop consistent accounting policies where there is
no appiicable standard in place and to assist all parties to understand and interpret the standards. This
will affact those entlties which develaped their accounting policies based on the Conceptual Frameworic.
The revised Conceptual Framework Includes some new concepts, updated definitions and recognition
criteria for assets and [abilities and clarifies some important concepts. These amendments had no
impact on ihe financial staternents.

New Standards and amendments not yel effective:

Al the end of the reporting perlad, certain new standards, interpretations or amendments therato, were
in Issue and endarsed by the FU, bul not yet effective for the current financial pariod. There have bean
no instances of early adoption of standards, interpreiations or amendments ahead of their effective date.

The Gounciltors and Executive Secrelary anticipate that the adoption of the International Financial
Reporting Standards that were In Issue at the date of authorisalion of these financlal statements, but not
yet effective wlll have na material impact on the financial statements in the period of initial application.




MOSTA LOGAL GOUNCIL

Notes to the Financial Staternents for the vear ended 31 December 2020 {cont.}

Property, plont and equipment

Properiy, plant and equipment ars staled at cost less accurmnulated depreciation and impairment losses
to date, Dapraclation Is calculsted on a monthly basis using the stralght line method at rales caloutated
to write off the cost less residual value of each asset over its expected useful life as follows:

Accounting Policies and Reporting Procedures {cont.}

Praperty, plant and equipment {cont.)

%
Land 0
Trees 0
Buildings 1
Office Furniture and Fitings 7.5
Canstruction Works 10
Urban Improvements (Street Furniture) 10
Spacial Projects 10
Office Equipmeant 20
Mator Vehicles 20
Plant and Machinary 20
Computer Equipment 25
Plants 100
Litter Bins Replacement basis
Ptayground Furniture 100
Traffic Signs Raplacement basls
Road Signs Replacement basls
Street Mirrors Replacemant basis
Strest Lights 100

Gains and losses on disposal of property, plant and aquipment are determined by reference to thelr
catrying amount and are taken into account in determining operating profil. The residual values and
useful lives of the assels are reviewed and adjusted as appropriate, at sach statement of financial
position date. The carrying amaunt of an asset is written down immediately to its recoverable amount If
the catrying amount of the asset is greater than its estimaled recoverable amount, Subsequent costs
are included in the carrying amount of the asset or recagnised as a separale assel, as approprlale, only
when it Is prebable that future economic henefits assoclated with the ltem will flow to the coungll and the
cost of lhe item can be measured refiably, All other repalrs and maintenance are charged o the
Statement of Camprehensive Income during the financial pariod in which they are Incurred.

At

Impairment of Assels

Assets that have an indefinite useful life are not subject to amortisation and are tested annualiy for
impairment. Assels that are subject to amortisation or depreciation are reviewed for impairment
whanever events or changes In circumsiances indicate that the carrying amount may not be
recoverable, An impairment loss is recognised for the amount by which the catrying amount of the asset
exceeds its recaverable amount. The recoverable amount ls the higher of the fair value of the asset less
costs to sell and the value in use. impairment losses are immediately recagnised as an expense in the
Statement of Comprehensive income.

lLeases

The Councll has applied 1FRS 16 using the retrospactive approach. At incaption of a contragl, the
Gouncll assesses whether a contract is, or conlains, a lease. A contract is, or contains, a lease if the
contract convays the right o control the use of an identified asset for a perlod in exchange for
consideration. To assess whelher a contract conveys the right to control the use of an identified asset,
the Golneil assesses whether:

« The contract involves the use of an identified asse -- this may be specified explicilly or iniplicitly and
shouid be physically distinct or represent substantialiy ali the capacity of a physically distinct asset. If
the supplier has a substantive substilition right, then the asset Is not identified.




MOSTA LOCAL COUNCIL

Notes fo the Financial Statements for the year ended 31 December 2020 (cont.)

2, Accounting Pollcies and Reporting Procedures

Leases (cont.)

+ The Council has the right lo obtain substantialiy all of the ecenomic benefits from use of the asset
throughoul the period of use; and

« The Goundll has the right lo diract the use of the assel, The Council has this right when it has the
decision-making rights that are most relevant te changing how and for what purpose the asset is
used. It rare cases where all the decisions about haw and for what purpose the assel is used are
predelermined, the Council has $he right to direct the use of the asset if eilher:

« The Council has the right to operate the asset; or

e The Council designed the assel In a way thal pradetermines how and for whal purpose it will be
used.

The Goundll has applied this approach 1o contragts entered into ar changed on ar after 1 January 2019,
Atinceplion ar on reassessment of a contract that contains a lease componant, the Council aliocates tha
consideration in the contracl ta each lease component on the basis of their relative stand-alone prices.
Hawever, for the leases of land and buildings In which It Is a lessee, the Council has elected not to
separate non-lease components and account for the lease and non-lease componants as a single lease
component,

The Coungil recagnises a right-of-use asset and a lease liabllity at the lease commencement date. The
right-of-use asset is inilially measured at cost, which comprises the Initial amount of the fease liabllity
adiusted for any |lease payments made at or before the commencement date, plus any initial direct coslts
incurrad and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the sile on which it is located, less any lease incentives receivad.

The right-ofuse asset is subsequently depreciated using Ihe straight-line method frora the
commencement date to the earlier of the end of the useful life of tha right-of-use asset or the end of the
lease term. G The estimated useful lives of right-of-use assels are determined on the same basis as
those of property and equipment. In addition, the right-of-use assel is perledically reduced by
impalrment losses, if any, and adjusted for certain remeasurements of the lcase Hability.

The lease liability is initially measured at the present value of the lease payments that are not pald at the
commencemerit date, discounted using the interest rate Implicit in the lease or, if that rate cannot be
readily determined, the Council's incremental borrowing rata. Generally, the Coundll uses its incremental
borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise:

« f{ixed payments, including in-substance fixed payments;

= variable lease payments that depend on an index or a rate, initially measured using the index or rate
as at the commencement datis;

= amoaunts expected lo be payable under a residual valus guarantes; and

= The exercise price under a purchase aption that the Council is reasonably certain to exercise., lease
payments In an optional ranewal period if the Gouncil is reasonably cerlain to exercise an extansion
oplion, and penalties for early termination of a lease unless the Cauncl is reasonably cerfain nat to
terminate early

The lease liabifity is measured at amoitised cost using the effeciive Interest methad. It is remeasured
when there is a change in fulure lease payments arising from a change In an index ar rate, if therais a
change in the Gouncil's estimate of the amount expected lo be payable under a residual value
guarantee or if the Councll changes its assesstnent of whether It wili exercise a purchasa, extension or
termination option.

When the leasa liability Is remeasured in this way, a corresponding adjustment is mada to the camying
amount of tha right-of-use assel, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The Council presents righl-of-use assets thal do not meet the definition of Investrsent proparty in
‘property, pfant and equipment’ and lease liabilities In ‘loans and borsowings' in the statement of financial
position




MOSTA LOCAL COUNCIL

Notes to the Financial Staterments for the vear ended 31 December 2026 {cont.)

Accounting Policies and Reparling Procedures (cont.)
Shart-tern |eases and leases of low-value assels

The Councl] has elected not lo recognise right-of-use assets and lease liabiktles for short-lerm feases of
machinery that have a [ease term of 12 months or [ess and |eases of low-value assets, including IT
equipment, The Coundil recagnises the lease payments associated with these leases as an expensea on
a siraight-fine basis over the lease term.

Inventaries

lnventories are valued at the Jower of cost and et realisable value, Cost includes freight, handling and
other direct costs. Costs of lverioties include the {ransfer from retained funds of any gains/losses on
qualifying cash flow hedges relating to purchases of stock iterns. However, borrowing costs and foreign
exchange differences are excluded. Net realisable vaiue is the price at which stocks can be sald in the
course of Council activities less anticlpated costs of selling.

Amounts recelvable

Amounts regelvable are recognised inftially al fair value and subsequently measured at amortised cost
using the effective Interest rate method, less provision for impairment. A provision for impaiment of
amounts recelvable is established when there is objective evidence that the Coundil will nat be able to
callect afl amounts due according to the original terms of the recelvables, Tha amount of the provision is
the difference between the carrying amount of the asset and the present value of the estimated future
cash flows, discounted al the effective interest rate. The amount of the provision Is recognisad in the
Siatement of Comptehensive Income.

Borrowings

Borrowings are resagnised inifially at falr value, net of fransaction costs Incurred. Borrowings are
subsequently stated at amortised cost, any difference between the proceeds and lhe redemplion value
is recognised in the income and expenditure account over the period of the borrowings using the
effeclive interest method,

Bommowings are dassified as current liablifies unless the Local Councll has an uncondilional right to
defer satlement of the liability for at least 12 months after the staternent of financial position date.

Other payobles

Other payables are classified with current Hablliies and are slaled at their nominal value unless the
effect of discounting is material In which case other payables are measured at amortised cost using the
effactive interest method. et

Financial lnstruments

Flnancial assets and financlal liablliles are recognised when the Gouncil becomes a parly to the
contractual provisiens of a financlal insfrument. Financial assels are derecognised when the contractual
rights to the cash flows from the financial asset explre, or when the financial asset and all substantial
risks and rewards are transfarrad.

A financial liabifily is derecognised when it is exlinguished, discharged, cancelled or expires. Fnancial
assets and financial liabilities are measured initially at falr value plus transactions costs, They are
measured subsequently as described below,

Finuncial assets

For the purpose of subseguent measurement, financial assets of the Councit are classified into loans
and recelvables upon initial recognition.

Recelvables are subject to review far Impairment at least al each reporiing date, Financial assets are
fmpaired when there is any objective evidance that a financial asset or a group of financial assets is
Impaired. Different criteria fo determine impaltment are applied for each category of financiai assets,
which are described below.




MOSTA LOCGAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2020 {cont.}

2. Accounting Policies and Reporting Procedures ]

Financial assets fcont.)

All Income and expenses eelating lo loans and regeivables are presenled within finance incoms® ar
'finance cosls”, excepl for impairment of receivables which is presented within ‘administration and other
expenditure',

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. After initial recognition these are measured at amorlised cost using the
effective interest method, less provision for impairment. Discounting is omitted where the effect of
discounting is inmaterial. The Council's ofher receivables fall inte this category of financdial instruments,

Individually significant recelvables are considered for impainment when they are past due or when other
objeclive evidence is recelved that a spacific counterparly will default. Receivables that are not
considered to be individually impaired are reviewed for impairment In groups, which are determined by
reference to the industry and region of a counterparly and other avaitable features of shared credit risk
characteristics. The percentage of the wiite down is then based on recent historical counterparly default
rates for each identified group.

Financial liabilities

The Coungaii's financiad [iabilities include other payables. These are stated at their nominal amount which
is a reasonable approximation of {air valua.

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

Related parties are those persons or bodies of parsans having relationships with the Council as defined
in International Accounting Standard No. 24,

Revente

Ravenue is recognised when there are no significant uncertainlles cancerning the derivation of
conhsideration or associated costs and it can be measured reliably. Interest income is recognised in the
statement of comprehensive income as it accrues,

Incame from central government is not recognised until there is reasonable assurance that the Gouncll
will comply with any conditions altached to it, and that the income will be recsived. The received incame
is to be recorded gross and any deductions made for non-compliance are to be disclosed separately
with expenses,

b 2

tocal Enforcement System

As from 2015, the income racognised in the Income Statement was dearived from the Local Enforcement
System Agency, which income consists of administration fes of 10% of cash coilected en behalf of LESA
ot the Reglonal Commilies

Government granis
Govarnment grants relating to operating expenditure are recognized in the statement of Comprehensive
Income in the samme period that the related expenditure is incurred.

Government grants retating 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 non-current asset.

Foreign currencies

ftems Included in the financlal staternents are measured using the currency of the primary ecenomic
anvironment in which the Local Geuncll operates. These financial statements are presented in €, which
is the Gouncil's functional and presentation currency,

Transactions denominated in farelgn currencles are ftranslated info € at the rates of exchange in
operation on the dates of the Wransactions. Monetary assels and liabilities expressed in foreign
cuirehciss are translated inte € at the rates of exchange prevailing at the date of the Statement of
Financial Position,




MOSTA LOGCAL COUNCIL

Notes to the Financial Statements for the vear ended 31 December 2020 {cont.}

2,  Accounting Policies and Reporting Procedures ¢
Borrowing cosls
Borrowing costs are recognised as an expense in the period in which they are Incuired.
Profits and lasses

Chnly profits that were realised at the dafe of the Statement of Financial Position are recognised In these
financial statements. Af foreseeable liabilities and potential losses arlsing up to the said date are
accounted for even If they become apparent between the said date and the date on which the financial
stalemants are approved.

Cash and cash equivalents

Cash and Cash Equivalents are carried in the Statement of Financia] Position at face value, For the
purposes of the Statement of Cash Flows, cash and cash equivalents comprise cash in hand and
halances held with banks.,

Capital Management

The Councll's capital consists of its net assats, including working capital, rapresented by its retained
funds. The Gouncif's management objectives are to ensure:

- that the Council's ahility {o cantinue as a going concern is still valid and
- that the Coundil maintains a positive warking capital ralio.

To achieve the above, the Council carries out a guatterly review of the working capital ratio *Financial
Situation Indieator”), This ratio was positive at the reporing daile. The Councll also uses budgets and
husiness plans to set ils stralegy to oplimise ils use of available funds and implement its comimitrnants to
the locality.

3. Judgments in applying accounting policies and key sources of esfimation

Estimates and judgements are continually evalualed and based on historical experience and ather
factors including expectations of future evenis that are helieved to be reasonable under the
circumstances. In the opinion of the Councll, the accounting estimates and judgemenis made in the
course of preparing these financial statements are not difficult, subjective or complex to a degree which
wolld warrant thelr description as critical in terms of the requirements of IAS 1.

[ERA

4.  Funds received from central govermment

2028 . 2019
€ €
In terms of section 55 of the Local Counclls Act 1,381,403 1,301,832
Supplementary Government Income . 73,718 -
Other Gavarnment [ncome 137,354 127.531

1,592,475 1,429,363




MOSTA LOCAL COUNCIL.

Notes to the Financial Statements for the year ended 31 December 2020 {cont.)

&,

6.

7.

Income raised from Bye-Laws

Adverlising on Sireet Furniture
Income from publications
Incame fram skip permits
tncome from courses

Use of facilities

Local Enforcement system

Administrative charge to LESA
Cantraventions and other fines

General income

Cudtural Events & sponsorships from NGQs
General Income wp ot
Income from Permits

Profit for the year

Profit for the year is stated after charging
Mayor's Remuneration

Staff salaries

Depreclation and amortisation
Movement in provisian for doubtful debts

2020 2019
€ €
727 7,958
245 12,889
1,551 1,440
1,360 6,385
7,195 9,883
11,079 38,565
2020 2019
€ €
6,449 12,000
452 1,044
5,001 13,053
2020 2019
€ €
. 420
2,900 16,068
59,209 70,559
62,199 86,047
2020 2019
€ €
19,651 18,607
36,700 35,833
184,403 229,215
. 32




MOSTA LOCAL COUNCIL

Notes fo the Financial Statements_for the year ended 31 December 2020 (cont.)

9. Personal Emoluments

2620 2819
€ €
Mayor's Remuneration 19,651 18,007
Counciilors' Allowances 32,200 23,140
Execulive Sacretary Salary and Allowances 36,700 35,833
Emplayees' Salaries 162,827 145,577
Soclal Security Contribuiions 17,461 15,870
Overlime 6,144 2,855
274,983 241,282
The average number of persons employed by the Councif during the year was as 9 (2019: 8},
1¢. Operations and Maintenance
2020 2018
€ €
Repairs and Upkeep;
Office furniture and upkeep - 05
Patching and Pavemants 105,542 108,312
Repalrs o public property 1,127 4,254
Signs 5,322 7,081
Road Markings 51,670 11,339
Plant and machinery 307 289
Handyman repairs and upkeap v & 35,743 33,757
199,711 165,917
Conlractual Sarvicas:
Refuse Gallectian ) 358,903 380,666
Bulky Refuse Collectian 36,068 32,640
Road & Sireet Cleaning 192,975 152,350
Cleaning & Maintalning Non-Urban 4,388 745
Cleaning - Public Conveniences 7.253 5,905
Cleaning - Council Premises 4,971 3,522
Cleaning & Maintaining Parks & Gardens 85,119 72,387
Street Lighting 16,846 37,445
LES related expenditure 2 588
704,735 686,248
Total Operations and Maintenance Gosts 904,446 852,165
Pagg-t5 of 2




MOSTA LOCAL COUNCIL

Notes fo the Financial Statements for the year ended 34 December 2020 {cont.} ) z

11. Administration and other expenditure

2020 2019
£ €
Utillties 18,881 15,845
Other repairs and upkeep 31,852 7,783
Rent 35,6468 37,463
Matlonal and Inlermational Memberships 417 300
Office Sarvices 4,223 5,588
Transport - 110
Insurance Coverage 3,345 4,078
Banf Charges 1,457 283
Professional Services 72,769 33,266
Tuition for courses and expenses - 467
Soclal and cultural events 21,200 15,570
Conference Expenses 86 292 |
Community Services 36,109 69,639
Sundry Minor Expenses 28 - it
Provision for Doubtfui Deblors - 32 1
Public refalions expenses 2,224 17,783
Pearmits and lcenses - 1,496 154
Depreciation 181,483 229,215
412,316 437,948
i‘
12. Finance income ;
- 2020 2019 '
€ € i
Bank Interest Recaivable 97 403
1
13. Inventorles :
2020 2019 |
€ €
Books and ather publicalions 3,351 3,893




MOSTA LOCAL COUNGIL

Notes to the Financial Statements for the year ended 31 December 2020 {cont}

14. Intangible fixed assets

Cost

At 1 January 2020
Additions

AE 31 December 2020
Depreciation

At 1 January 2020
Charge for the year
At 31 December 2020

Net Boak value
At 31 December 2020

Cost
At 1 January 209

At 31 December 2019

Depreclation
At 1 January 2019
Charge for the year

At 31 December 201¢

Net Book value
At 31 December 2019

Computer Total
software
€ €
3,210 3,210
2,525 2,528
5,735 5,735
1,433 1,433
832 832
2,265 2,265
3,470 3,478
Gomputer Total
software
€ £
3,210 3,210
3,210 3,210
821 821
612 612
1,433 1,433
1,777 1777
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MOSTA LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2020 (cont.)

16. Receivables

2020 2018
€ €
Receivables 120,795 49,367
Provision for hade debis (6,615) {6,615)
Accrued income 20,916 34,328
Prepayments 14,864 12,698
150,060 89,778
" Recaivables
General receivables are analysed as follows:
2020 2018
€ €
Withiey credit period 130,870 75,852
Exceaded credit perled but not impaired 10,844 7,843
Impaired and provided for 352,589 352,880
Provision for doubtful dehis (352,588) {052,880}
141,711 83,695

Included in the accounts receivable are amounts due from refated parties amounting to €48,741 (2019
. €39,339). These amounts are unsecured, infarest free and repayable on demand. Amounts due
from LES Debtors amount to €345,874 and are fully provided for.

2020 2019
it € €
Financial Raceivablas 435,096 77,080
Nan-financial Recelvables 14,964 12,698
150,060 89,778

17. Cash & cash equivalents

Cash and cash equivalents inciuded in the Statement of Cash Flows camprise the following statement
of financial pasition amounts.

2020 2019
€ €
Cash at Bank 1,148,926 1,201,807
Cash in Hand 887 660
1,149,813 1,202,467
Page 20 of 28




. MOSTA LOGAL COUNGIL

Notes to the Finaneial Statements for the vear ended 31 December 2020 {cont.)

18, Payables ¢
2020 2019
€ €
Payables 428,999 307,265
Other payables 124,474 114,821
Accruals - PPP - 24,920
Accruals 86,408 105,331
640,079 557,337
2020 0-90 days 91&;32 180(;23‘;‘ Total
€ € £ €
Payables 254,333 54 651 120,715 429,989
Other payables 124,474 - - 124,474
Accruals - PPP - - - -
Accruoals 86,406 B - 86,406
465,213 54,951 120,715 640,879 )
i
2019 0-90 days 91{;;32 18“;;32 Total ;
€ € € £ !
Payables 178,572 31,493 £7,200 307,265 ‘
Other payables 144,821 - - 114,821
Accruals - PPP 29,920 - . 29,920 1
Acoruals 105,331 - - 105,331 i
428,644 31,493 97 .200 557,337

fnclided In the accounts payable are amounts fo related parfes amounting to €85,419 (2049 : i
€62,136). These amounts are unsecured, interest free and repayable on demand.

e ft 2020 2019

€ €

Financial Payables 640,879 557,337 I
40,879 557,337 :
19. Deferred income 11
2020 2019 i

€ € :

Government grants \'
A1 January 15,721 - |
Used during the year (8,685) - ;
Received during the year 3,200 15,72 |'
At 31 December 10,236 15,721 ‘
Current Deferred Income 10,236 15,721 1!

Page 21 of 28




MOSTA LOCAL COUNCIL

Notes to the Financial Statements far the vear ended 31 December 2020 {cont,)

20. Capital commitments

2020 2019
€ €
. Datails of capital commitments at the
accounting date are as follows:
- Approved but nol yet contracted for 55,600 1,261,332
- Contracted for but not provided in
the financial statements 700,000 388,668
(i} Approved but not yet contraciad for:
Projects financed under PA Development Fund " 850,000
Projects financed under PAMA agreement - 76,332
Project financed under Northern Region Tammac Fund - 26,388
Pavements around the Locality - 200,000
Other Minor Projects - 18,6812
Motar Vehlele 25,000 25,000
Office Furniture & Fillings 5,000 10,000
Offie Equipment 20,000 45,000
Computer Equipment 5,000 10,000
£5,000 1,261,332
(i) Contracted far but hat provided in the Financial Statements:
Project financed under Measure 4.4 200,000 110,738
Projects financed under PA Development Fund 500,000 277,930
760,000 388,668

e
21. Contingent liabilifies "

There were no contingent fiabitities in respect of bank guarantees at year end. Howaver the council
s jnvolved in a number of legal disputes that could give rise lo sums to be paid to third partles at year
end. These Involve the following:

a. A case instituted by an Insurance Gompany for a claim for damages due o the poor state of a
strest. The Gouncil is involving as well the owner of a manhole since this was the cause of the
accldent;

b, The Council has an ongeing Hiigation with a contractor and issued a number of default nolices to
same Cantractor, which default notices' value was reducad from the balance payable to the
Confractor. Default Notices are being disputed by the Gonfractor who has recenily indlcated that
they will apen clalm in the Civiel Gourt against the Councll

The Counell may also be subject to lagal aclion from third parties who have suffered damages on

Mosta Roads and are stating that the Council was at fault, which clalins are being refused by the
Coungil.

Page 22 of 28




MOSTA LOGAL COUNCIL

Notes o the Financizl Statements for the vear ended 31 December 2020 {cont.}

22. Related party transactions

During the course of the year, tha Gouricli entered into transactions with related parlies which are
related through common ullimate controlling pary. The Council entered into transactions with the
fallowing related paries:

Name of Entity Nature of relationship
Department of Local Councila Significant control
Narth Regichal Committee Jaint Contral
Street Lighting Joint Commillee Joint contro}
L.ocal Enforcement System Agency Na corrol
Central Regional Committee No control
Gozo Regioenal Comniiftee No gontral
South Eastern Regional Committee Mo control
South Regionat Comimittee Mo cantrol
Malta Environment and Planning Authority No control
Waler Services Corporation No conirol
Enamalta Corporation Na conirol
Arms Limited No coniral
Cleansing Services Departrent No control
Biractor General » Warks Division No control
Wastesery Malta Limited No control
Police General Headquarters Mo control
Depariment of Lands No control
Airmalta ple Na cantral
Bank of Valletta plc No control
MCAST No control
Nationai Library of Malta No control
Office of the Prime Minister No control
Housing Authority o control
Kunsill Malti ghall-isport No confrol
Local Councils' Assadiation No control
Department for Elderly & Community Na control
Malta Communications Authority No control
Ministry for Energy & Health MNa control
Heritage Malta No control
Ministry for Resources and Rural Affairs No control

The amaunts due from / to related parlies al year-end are disclosed in notes 16 and 18. The terms
and conditions do not specify the nature of the consideration to be provided in setflement. Those
amaunts are unsecured, Interest free and repayable on demand.

e

The following were the signiﬂcénl transactions carried out by the Councit with related parties having

significant control:
2020 2049
Related Related
parly Total party Total
activity activity activity activity
€ € % € € %
Income
Transactlons with central governiment 1,381,463 1,301,832
4,381,403 1,672,653 83 1,301,832 1,567,018 83
Expenditura
Transaclions with government entities AB 415 10,841
Key persannel remuneration 274,983 241,282
323,398 1,891,745 20 252,123 1,531,395 16
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MOSTA LOGAL GOUNGIL

Notes to the Financial Statements for the year ended 31 December 2020 {cont.)

23.

24,

LHtimate contralling party

The uliimate conlrolling party of the local councll Is Central Government since the Council's main
revenue i from the Govemnment allocation received every quarter. Apart from the normal funds
recelved from Government, Gounclfs also receive funds refating to specific projects as well as other
funds for the iniprovement and betterment of the locaiity.

Financial Risk Management

The Council's activities expase it to a variety of financial risks such as market risk, credi risk, liquidity
sisk and inlerest rate risk. The Counclls overall risk managemenl programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effacts an the Council's
financial performance.

Credit risk

Financial assets which polentially subject fhe Coungit to concentrations of credit risk consist principably
of cash at bank and debtors. The Council's cash is placed with quality financial insiitutions as well as i
fimils the amount of credit exposure with any one financial institulion. The Council has appropriate
policies to ensure that income is recelved from sourcas with appropriate credit history. In this respect,
credit rlsk with respect to debtors is monitored continuously and the Councll places a provision on any
debt on which there is doubt of recoverability. Bad debis are therefore negligible and in this raspect
the Councll has no significant concentration of credit risk.

Liguidity Risk

Liquidity risk is defined as financlal distress, an extraordinary measure which needs to be taken to
manage ihe council's present comimitments arising due to shorlage of funds. The objective of fiquidity
risk management is fo mainlam sufficient liquidity, and to ensure that it Is available within the
necessary lime frame in order not to create financlal distress and curtail current obligations as well as
future short term commitments. The Counail menitors and manages its risk to a shortage of funds by
maintaining sufficient cash and by moniloring the availability of raising funds to mest commitments
due, |n fact at year end, the Councll has as cash and cash equivalents the amount of Euro 1,148,813,
This should ensura an angoing working capital of the Gouncil for the next 12 months. The Councll also
maintains a positive current net asset position of €652,109 (2019: €722,880) ensuring that adequate
haadroom Is available to cover present Habilitles as well as short term obligations and commitments
arising.

Summary of financial assets andtiabilities by category:

2020 2019
£ €

Current Assets
|oans and receivables:
Accounts and other receivables 141,711 83,695
Gash and Cash Equivalents 1,149,813 1,202,467

1,291,524 1,286,162
Current Liabtlities
Financial abilitias measured at amortised costs:
Payables 540,879 567,337
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MOSTA LOCAL COUNGIL

24, Financial Risk Management {cont.) e

!
i
i
H
!
|
H
i
Naotes to the Financial Statements for the vear anded 31 December 2020 {cont,) B
|
1
Foreign Currency Risk l
!
Forelgh currency transactions arise when the Councll buys or sells goods whosa price is denominatad ! ;
in a foreign currency, or incurs o seltles liabiliies, denominated in a foraign currency. The Council i
does not trade in any foreign currency transactions. b

Interest Rate Risk

The Council aperates bank accounls without any financing facilities. As a resulf, the Couneil Is not
axposed to cash flow interest rate rislc on hank balances,

Market risks

Market tisk Is the risk that the fair value or gash flows of a financial instrument will fluctuate due to
changes in market prices. Markat risk reflects Interest rate risk, currency risk and other price risks. i

other risks 1
|
i

‘The Councll's interest rate risk arises from Jong term borrowings. Howsver, the Councll Is not currently
exposed lo such risk since it does not have long term fluctuating interest borrowings. In general, the
Council's exposure to tisks associated with the effects of fluctuations in the prevaiting levels of market
interest rates on its financing position and cash flows are not deemed to be substantial by the
Gaunciitors and Exacutive Secretary in view of the riature of the assets and liabilites.

Prudent fiquidity risk management implies maintaining sufficient cash and cash equivaterts, the
availability of funding through an adequate amount of credit facilities and the ability to close out roarket
pasitions.

et
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Report of the Local Government Auditor

To the Auditor General
Report on the audit of the financial statements

Qualified opinion

We have audited the financial statements of Mosta Local Council set out on pages 4 to 25 which comptise
the statement of financial position as at 31 December 2020, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of sigaificant accounting policies.

I our opinion, except for the effects of the matters described in paragsaphs 1 and 2 under the Basis for
qualified opinion section of out report, the accompanying financial statements give a true and fair view of
the financial position of the Council as at 31 December 2019, and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union (EU), and have been properly prepared in accordance with the
requirements of the Local Councils Act Cap. 363, the Financial Regulations issued in terms of this Act, the
Local Councils (Financial) Procedures 1996 (the “Legislation”).

Basis for qualified opinion

1. Up to 31 August 2011, all income and expenditute from the Local Enforcement System (LES) were
centralised through the Nosth Joint Committee. The North Joint Comumittee ceased operations on
that date. No audited financial statements of the North Joint Committee have been made available
to us and consequently we were anable to determine whether the Council is entitled to receive any
further income from the Notth Joint Committee.

9. As at 31 December 2020, the council recognised othet creditors amounting to €13,370 which
otiginated many yeats ago. The council failed to provide us with sufficient and appropriate audit |
evidence to unable us to vetify this balance and there was no satisfactory alternative procedutes
which we could petform to ensute that this amount is not mis-stated.

3. The council received a number of Government grants in previous years in tespect of capital
projects. The ‘EU Project’ and ‘Cult Bxchange’ projects had a total balance of €288,040. No
adequate supposting evidence was provided to confitm the amounts recognised and there wete no
practicable alternative procedures that we could apply to detetmine whether this amount is
misstated.

4. Our testing on fixed assets and capital creditors revealed the following:
(2) In according to the accounting recotds of the council, one of the creditors who had performed
works through the Public Private Pattnership Scheme is owed an additional €47,733.23. Upon

further enquities the council cxplained that this balance is being brought forward from previous
years but no supporting evidence about this amount is available.
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(b) In 2019 and 2020 the council netted off liabilities of €27,609 for each year against fixed asset
additions. The Council did not provide us with adequate explanations for this adjustment,

Because of the matters described in points 4(a) and (b} above we could not determine whether: o1 not fixed
asscts and capital creditors are materially mis-stated.

5. Our alternative procedurcs on trade payables revealed that amounts shown as due to 2 third partes
are overstated by €18,085. We were not provided with satisfactory explanations and decumentation
about these differences.

We conducted our audit in accordance with International Standards on Auditing (SAs). Our respousibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of cur teport. We ate independent of the Council in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants IESBA Code)
together with the ethical eequirements of the Accountancy Profession (Code of Ethics for Wartant Iolders)
Directive issued in terms of the Accountancy Profession Act, Cap. 281 that ate relevant to our audir of the
financial statements in Malta, We have fulfilled our other ethical tesponsibilitics in accordance with these
requirernents. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified opinion.

Responsibilities of those charged with governance for the financial statements

As described on page 3 the Execative Secretary and the members of the Local Council ate responsible for
the preparation of financial statements that give a true and fair view in accordance with IERS as adopted by
the BU and ate propetly prepared in accotdance with the provisions of the Legislation, and for such internal
control as they determine is necessaty to enable the prepatation of financial statements that are free from
material misstatement, whether due ta frand or error.

In preparing the financial statements, the Executive Secretary and the members of the Local Counci are
respoasible for assessing the Council’s ability to continue as a going concern, disclosing, as applicable,
matters relating to going concern and using the going concern basis of accounting unless there is the
intention to liquidate the Council or to cease operations, or have no realistic alternative but to do sa.

The Executive Secretaty and the members of the Local Council are responsible for overseeing the Council’s
financial reporting process. s

Auditor's responsibllities for the audil of the financial statements

Our objectives are io obtain reasonable assurance abont whether the financial statements as a whole ate free
from material misstatement, whether due to fraud or error, and to issue an auditor’s repott that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect 2 material misstatement when it exists, Misstatements can atise from
fraud ot ertot and are consideted matetial 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.
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As part of an audit in accordance with the ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the tisks of material misstatement of the financial statements, whether due to {raud
ot etror, design and petform audit proceduges responsive to those tisks, and obtain audit evidence that is
sulficient and appropriate to peovide a basis fot our opinion. The risk of not detecting a matetial
misstatement tesulting from fraud is highet than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misreptesentations, of the override of internal control.

Obtain an undetstanding of internal control relevant to the audit in oxder to design audit procedures that
are approptiate in the cireumstances, but not for the purpose of exptessing an opinion on the
effectiveness of the Council’s internal control.

Livaluate the approptiateness af accounting policies used and the reasonablencss of accounting estimates
and related disclosuees made by management,

Conclude on the appropriatencss of management’s use of the going concetn basts of accounting and,
based on the audit evidence obtained, whether a matetial uncertainty exists refated to events or
conditions that may cast significant doubt on the Council’s ability to continue as 2 going conceti. If we
conclude that a material uncestainty exists, we age required to draw attention in out auditor’s feport to
the related disclosutes in the financial statements o, if such disclosures are inadequate, to modify our
opinion. Qur conclusions ate based on the audit evidence obtained up to the date of our auditor’s
report. However future events ox conditions may cause the Council fo ccase to continue as 4 going
concetn,

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whethet the financial statements represent the undetlying transactions and events in a
mannet that achieves {air presentation.

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

The engagement pattoer on the audit resulting in this independent auditor’s report is Mark Bugeja.

/

Matk Bugeja (Partner) for and on behalf of

NEX

GRANT THORNTON
Certified Public Accountants

Fort Business Centge
Triq L-Intornjatur Zone 1
Central Business District
Birkirkara CBID1050
Malta

13 July 2021
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