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Local Council Birzebbuga

Statement of Local Council Members' and Executive Secretary's Responsibilities
for the year ended 31 December 2022

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

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

This statement was approved by the Council on 17 April 2023 and signed on its behalf by:

)

7C’/\ — 2
Scott Camilleri Jordy Brincat
Mayor cting Executive Secretary
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GrantThornton
Report of the Local Government Auditor

T'o the Auditor General
Report on the audit of the financial statements

Qualified opinion

We have audited the financial statements of Birzebbuga 1ocal Council set out on pages 5 to 29 which
comprisc the statement of financial position as ar 31 December 2022, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the vear then ended, and notes to the
financial statcments, including a summary of significant accounting policics.

[n out opinion, except for the effeces of the matrers deseribed in the Basis for gualified opinion section of
our repott, the accompanving financial statements give a true and fair view of the financial position of the
Council as ar 31 December 2022, and of its financial performance and its cash flows tor the vear then ended
in accordance with [nrernational Financial Reporting Standards (IFRSs) as adopred by the Furopean Union

(A
Basis for qualified opinicn

Included with receivables at balance sheet date is an amount of €67,619 duc from Zurrieq Joint Commirtec
for which no supporting documentacion was available. Conscquently, we could not determine whether the
said amount is marerially misstared.

We conducted our audir in accordance with International Standards on Auditing (ISAs). Crur responsibilities
under those standards are further deseribed in the Auditor’s Responsibilities tor the Audit of the Financial
Statements section of our report. We are independent of the Council in accordance with the International
Fthics Standards Board for Accountants’ Code of Fthics for Professional Accountants (1ESBA Code)
together with the ethical requirements of the Accountancy Profession (Code of Eihics for Warrant Holders)
Dircctive issued in terms of the Aecountancy Profession Act, Cap. 281 thar are relevant to our audir of the
financial statements in Malta. We have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audic evidence we have obrained is sutficient and appropriate to provide a
basis for our qualitied opinion.

Responsibilities of those charged with governance for the financial statements

As deseribed on page | the Acting Fxecutive Seercetary and the members ot the Local Counail are
responsible for the preparation of financial statements that give a true and fair view in accordance wich 1'RS
as adopred by the EU and are properly prepared in accordance wich che provisions of the Legislation, and for
such internal control as they determine is necessary to enable the preparation of financial statements that arc
tree from material misstacement, wherher duc to fraud or error.
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Grant Thornton

In preparing the financial statements, the Acting Executive Secretary and the members of the Local Council
are responsible for assessing the Council’s ability to continue as a going concern, disclosing, as applicable,
marters 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 ro do so.

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

Auditor’'s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance abour whether the financial statements as a whaole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducred in
accordance with 1SAs will always deteet a matetial misscatement when it exists. Misstatements can arise from
fraud or crror and are considered macerial if, individually or in the aggregate, they could reasonably be
expected ro influence the cconomic decisions of users taken on the basis of these financial statements.

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

= ldentfy and assess the risks of marerial misstarement of the financial statements, whether duc to fraud
or crror, design and perform audit procedures responsive to those risks, and obrain audit evidence thar is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a marerial
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control,

- Obmin an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not tor the purpose of expressing an opinion on the
cffectiveness of the Council’s internal control.

- Eaaluare the appropriateness of accounting policics used and the reasonableness of accounting estimates
and related disclosures made by management.

= Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obrained, whether a material uncertainty exises related o events or
conditions that may cast significant doubt on the Couneil’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosutes in the financial statements or, it such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obrained up to the date of our auditor’s
report. However tuture events or conditions may cause the Council to ceasce to continue as a going,
concern.

- Fvaluare the overall presentation, structure and content of the financial statcements, including the
disclosures, and whether the financial stacements represent the underlving transactions and evenes in a
manner that achieves fair presentation.
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.D Grant Thornton

We communicate with those charged with governance regarding, among other marters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we idenafy during our audit.

The engagement partner on the audit resulting in chis independent audiror’s report is Mark Bugeja.

Mark Bugeja (Parfner) for and on behalf of

GRANT THORNTON

Certified Public Accountants

O

Forr Business Cenrre

| Trig I-Intornjatur, Zone 1
Central Business Districe

:g Birkirkara CBD 1030
Malta

17 April 2023

o
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Local Councll Birzebbuga

Statement of Profit or Loss and Other Comprehensive Income

for the year ended 31 December 2022

Revenue
Funds received from Central Government
Income raised under Local Council Bye-Laws

Income raised under Local Enforcement System
General Income

Expenditure

Personal Emoluments
Operations and maintenance
Administration and other expenditure

Operating profit for the year

Profit for the year

Notes

[+ T B - SN

o

2022

974,823
1,189

(5,466)
33,477

1,004,023

(235,316)
(431,138)
(332,951)

{999,405)

4618

4,618

2021

955,755
946
5,546
28,977

991,224

(204,477)
(343,198)
(304,891)

(852,566)

138,658

138,658

The notes on pages 9 to 29 form an integral part of these financial statements.
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Local Councll Birzebbuga

Statement of Financial Position

as at 31 December 2022
2022 2021
Notes € €
ASSETS
Non-Current Assets
Property, plant and equipment 11 449,305 401,795
Intangible assets 10 1,882 3,259
451,167 405,054
Current Assets
Receivables 12 117,267 106,713
Cash at bank and in hand 13 1,402,668 1,348,459
1,519,935 1,455,172
Total Assets 1,971,102 1,860,226
RESERVES
Retained earnings 1,379,868 1,375,250
Total reserves 1,379,868 1,375,250
Current Liabilities
Trade and other payables 14 287,813 181,555
Short-term borrowings 15 303,421 303,421
591,234 484,976
Total Liabilities 591,234 484,976
Total reserves and liabilities

1,971,102

1,860,226

These financial statements were approved by the Local Council on 17th April 2023 and signed on its behalf by:

~ . .
cott Camilleri

Mayor

The notes on pages 9 to 29 form an integral part of these financial statements.

- T

Jordy Brinca
Acting Executive Secretary
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Lacal Council Blrzebhuga

Statement of Changes In Equity
for the year ended 31 December 2022

At 1 January 2021
Profit for the year

At 31 December 2021

At 1 January 2022
Profit for the year

At 31 December 2022

RN

Retalned
Funds Total
€ €
1,236,592 1,236,692
138,658 138,658
1,375,250 1,375,250
1,375,250 1,375,250
4618 4618
1,379,868 1,379,868
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Local Councll Birzebbuga

Staternent of Cash Flows
for the vear ended 31 December 2022

Net profit for the year

Reconciliation to cash generated from operations:
Depreciation
Amortisation
Movement in Provision for Doubtful Debts
Property, plant and equipment written off

Operating surplus before working capital changes
(Increase)/decrease in receivables
Decrease/(increase) in other receivables
Increase/(decrease) in payables
Increase in other payables

Cash generated from operating activities
Cash flow from Investing activitles

Purchase of property, plant & equipment
Purchase of intangible fixed assets

Grants returned
Grants received

Cash (used in) investing activities

Net Increase In cash In the year

Cash and equivalents at beginning of year

Cash and equlvalents at end of year

Note

13

2022

4,618

138,187

1,397
(11,071)

17,417

150,548

(9,516)
10,033
827

105,431

257,323

(159,382)

(61,602)

17,870

(203,114)

54,209

1,348,459

. 1,402,668

2021
€ €
138,658
181,411
1,016
(920)
320,165
40,365
(7,040)
(37,551)
8,032
323,971
(68,991)
(1,137)
2,418
(67,710}
256,261
1,092,198
1,348,459
8
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Local Councll Birzebhuga

Notes to the Financial Statements
for the year ended 31 December 2022

General Information

The Birzebbuga Local Council is the local authority of Malta set up in accordance with the Local Councils
Act(1993). The office of the Local Council is situated at Dar Birzebbuga, Trig Santa Marija, Birzebbuga, BBG
1651, Malta. These financial statements were approved for issue by the Council Members on 17 April 2023. The
Local Council's company's presentation as well as functional currency is €.

Accounting Policles and Reporting Procedures

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

Accounting convention

These financial statements are prepared under the historical cost convention, as modified to include fair values
where it is stated in the accounting policies below. These financial statements are prepared in accordance with
the provisions of the Local Councils Act Cap. 363, the Financial Regulations issued in ters of this Act and the
Local Councils {Financial) Procedures 1996 enacled in Malta and with the requirements of the International
Financial Reporting Standards.

These financial statements have been drawn up in accordance with the accounting policies and reporting
procedures prescribed for Local Councils in 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
(Cap. 363).
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Local Councll Birzebbuga

Notes to the Financial Statements
for the year ended 31 December 2022

New and amended standards adopted by the Local Council

tn the current year the Council has applied the below new and revised IFRS issued by IASB that is mandatory
effective for, finanicial year beginning 1st January 2022.

Amendments to |IAS 37 - amending the standard regarding costs a company should include as the cost of
fulfiling a contract when assessing whether a contract is onerous. The amendments are effective for annual
reporting periods beginning on or after 1 January 2022.

Annual Improvement to {FRS Standards 2018-2020. The pronouncement contains amendments to four
International Financial Reporting Standards (IFRSs) as result of the IASB's annual improvements project. The
amendments are effective for annual reporting periods beginning on or after 1 January 2022.

Amendments to IAS 18, regarding proceeds from selling items produced while bringing an asset into the location
and condition necessary for it to be capable of operating in the manner intended by management. The
amendments are effective for annual reporting periods beginning on or after 1 January 2022,

New standards and interpretations not yet adopted

A number of new standards and amendments to standards and interpretations are effective for annual periods
beginning after 1 January 2022, and have not been applied in preparing these financia! statements. None of
these is expected to have a significant effect on the financial statements of the Local Council.

Amendments to IAS 8 - to help entities to distinguish between accounting policies and accounting estimates.
The amendments are effective for annual periods beginning on or after 1 January 2023.

Amendments to 1AS 1 and IFRS Practice Stalement 2 - amendment that are intended to help preparers in
deciding which accounting policies to disclose in their financial statements. The amendments are effective for
annual periods beginning on or after 1 January 2023.

The Councillors are assessing the impact that the adoption of these International Financial Reporting Standards

will have on the financial statements in the period of initial application. The Councillors anticipate that the

adoption of other International Financial Reporting Standards that were in issue at the date of authorisation of
these financial statements, but not yet effective will have no material impact on the financial statements in the
period of initial application.

10
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Local Council Birzebbuga

Property, plant and equipment

Notes to the Financial Statements
for the year ended 31 December 2022

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses to date.
Depreciation is calculated on a monthly basis using the straight line method at rates calculated to write off the cost

of each assef-over its expected useful life as follows:

Land

Trees

Buildings

Office Furniture and Fittings
Construction Works

Urban Improvements (Street Furniture)
Special Projects

Office Equipment

Motor Vehicles

Plant and Machinery
Computer Equipment
Plants

Litter Bins

Playground Furniture
Traffic Signs

Road Signs

Street Mirrors

Street Lights

%

0

0

1

7.5

10

10

10

20

20

20

25

100

Replacement Basis
100

Replacement Basis
Replacement Basis
Replacement Basis
100

Up to the year ended 31st December 2017, depreciation was calculated on a monthly basis using the reducing
balance method at rates calculated to write off the cost less residual value of each asset over its expected useful
life according to IAS 16 Property, Plant and Equipment. On 1st January 2018, the straight line method in line with
IAS 16, has been adopted, in line with the Directive No.1/2017 issued by the Department for Local Government.
This is a change in accounting estimate, and according to IAS 8 Accounting Policies, Changes in Accounting

Estimates and Errors, it has been accounted for prospectively.

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying
amount and are taken into account in determining operating profit. The residual values and useful lives of the
assets are reviewed and adjusted as appropriate, at each end of the reporting period. The carrying amount of an
asset is written down immediately to its recoverable amount if the carrying amount of the asset is greater than its

estimated recoverable amount.

Subsequent costs are included in the carrying amount of the asset or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
company and the cost of the item can be measured reliably, All other repairs and maintenance are charged fo
the statement of comprehensive income during the financial period in which they are incurred.

11
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Local Councll Birzebbuga

Notes to the Financlal Statements
for the year ended 31 December 2022

impalrment of trade and other receivables

Trade and other assets are measured at fair value, with changes in fair value subsequently recognised in profit
and loss. The Council applies the simplified approach for all trade receivables and contract assets. Accordingly,
the assessement to determine whether there is a significant increase in credit risk is not applicable for such
financial assets.

Where the Council does not have reasonable and supportable information that is available without undue cost or
effort to measure life time expected credit loss on an individual instrument basis and in order to ensure the life
time expected credit losses are recognised before an asset becomes credit-impaired or an actual default occurs,
life time expected credit losses on the remaining financial assets are measured on a collective basis. In such
instances and where appropriate, the financial instruments are grouped on the basis of shared credit risk
characteristics and the life time expected credit losses are estimated using a provision matrix based on actual
credit loss experience over past years, which is adjusted to reflect current conditions and the Council's view of
economic conditions over the expected lives of the receivables.

Such adjustments are based on factors that are specific to the debtors and economic and industry indicators
such as GDP, unemployment rates and/or industry projections, where applicable, unless the effect is considered
to be immaterial,

The Council's trade receivables are of a short-term nature as they are based on credit terms of less than one
year and, thus, do not include a significant financing component.

For the purpose of the provision matrix, loss rates are calculated using a 'roll rate’ method based on the
probability a receivable progressing through successive stages of delinquency over a selected period, taking into
consideration the applicable credit terms for such debtors and the past due status. Unless the effect is
immaterial, for receivables after 360 days, the loss rate was adjusted to take into consideration the proportion of
actual recoveries over the selected period,

impairment of cash and cash equivalents

Cash and cash equivalents are demand deposits, a 1-day probability of default has been applied, based on the
respective external ratings of the counterparty banks and an adequate loss given default rate to the carrying
amount at the measurement date.

The Council banks with local financia! institutions with high quality standing and rating and management
consider the probability of default to be close to zero.

Related parties

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

Revenue

Revenue is recognised when there are no significant uncertainties concerning the derivation of consideration or
associated costs. Interest income is recgonised in the profit or loss as it accrues.

Local Enforcement System

Up till August 2011, the Council used to manage the the Local Enforcement System in its locality and used to
receive all the income generated from the fines. As from 1 September 2011, the Council started to form part of
the Southern Region, which took over the management of Local Enforcement System and the Council is
receiving a 10 % administration fee on every fine paid at the Council. As from October 2015 LESA tock over the
administration of the Local Enforcement System.

12
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Local Councll Birzebbuga
Notes to the Financlal Statements
for the year ended 31 December 2022

Government grants

Government grants relating to operating expenditure are recognized in the Statement of Comprehensive Income
in the same, period that the related expenditure is incurred.

Government érants relating to the purchase of property, plant and equipment are accounted for using the capital
approach, and are thus deducted from the carrying amount of the relative non-current asset.

Up to the year ended 31st December 2017, government grants were accounted for using the income approach
according to 1AS 20 Accounting for Government Grants and Disclosure of Government Assistance. On 1st
January 2018, the capital approach, according to |IAS 20, has been adopted, in line with the Directive No 1/2017
issued by the Department for Local Government. This is a change in accounting policy, and according to IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors, it has been accounted for restrospectively.

Foreign 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 €, which is the Council's
functional and presentation currency.

Transactions denominated in foreign currencies are translated into € at the rates of exchange in operation on the
dates of the transactions. Monetary assets and liabilities expressed in foreign currencies are translated into € at
the rates of exchange prevailing at the date of the statement of financial position.

Profits and losses

Only losses that were realised at the date of the statement of financial position are recognised in these financial
statements. All foreseeable liabilities and potential losses arising up to the said date are accounted for even if
they become apparent between the said date and the date on which the financial statements are approved.

Cash and equivalents

Cash and Cash Equivalents are carried in the statement of financial position. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash in hand and balances held with banks.

13
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Local Councll Birzebbuga

Notes to the Financlal Statements
for the year ended 31 December 2022

Financlal instruments

Financial assets and financial liabilities are recognised when the Council becomes a party to the contractual
provisiens of the financial instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire,
or when the financial asset and all substantial risks and rewards are transferred.

A financial liability is derecognised when it is extinguished, discharged, cancelled or expires.

Financial assets and financial liabilities are measured initially at fair value plus transactions costs. They are
measured subsequently as described below.

Financial assets

For the purpose of subsequent measurement, financial assets of the Council are classified into loans and
receivables upon initiial recognition.

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

All income and expenses relating to loans ans receivables are presented within 'finance income' or ‘finance
costs’, except 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 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 are past due or when other
objective evidence is received that a specific counterparty will default. Receivables that are not considered to be
invidually impaired are reviewed for impairment in groups, which are determined by reference to the industry and
region of a counterparty and other available features of shared credit risks characteristics. The percentage of the
write down is then based on recent historical counterparty default rates for each indentified group.

Financial liabilitles

The Council's financial liabilities include other payables. These are stated at their nominal amount which is a
reasonable approximation of fair value.

All interest-related charges are included within 'finance costs.'

Critical Accounting Estimates and Judgements

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

In the opinion of the Council, the accounting estimates and judgements made in the course of preparing these
financial statements are not difficult, subjective or complex to a degree which would warrant their description as
critical in terms of the requirements of IAS 1 .

Capital management policies
The Council’'s objectives when managing capital are:

- to safeguard the council's ability to continue as a going concern, so that it can continue to provide services and
benefits to its local community

14
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Local Councl! Blrzebbuga
Notes to the Financlal Statements
for the year ended 31 December 2022

The Council sets the amount of capital in proportion to risk. The Council manages the capital structure and
makes adjustments to it in the light of changes in economic cenditions and the risk characteristics of the
underlying assets.

The Council monitors capital on the basis of the debt-to-adjusted capital ratio. This ratio is calculated as net debt
+ adjusted capital. Net debt is calculated as total debt (as shown in the statement of financial position) less cash
and cash equivalents. Adjusted capital comprises of retained earnings.

3. Funds recelved from central government
2022 2021
€ €
In terms of section 55 of the Local Council Act ‘ 891,100 871,712
Other Government income 83,723 84,043
974,823 955,755
4, Income ralsed from Bye-Laws
2022 2021
€ €
Bye-Laws - Activity at the pitch and hall 1,189 946
1,189 946
8. Local Enforcement Income
2022 2021
€ €
Contraventions and other fines {10,024) 429
Income from LES administration fees 4,558 5117
(5,466) 5,546
6. General Income
2022 2021
€ €
Sponsorships 94 526
General Income 50 -
Income from Permits 33,333 28,451
33,477 28,977
! 15
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Local Council Birzebbuga

7. Profit for the year

t

Profit for the year is stated after charging:
Staff salaries
Amortisation & Depreciation of non-current assets

Personal Emoluments

Mayor's Allowance

Councillors' Allowance

Executive Secretary Salary and Allowances
Employees’ Salaries

Social Security Contributions

8. Operatlons and Maintenance

Repairs and Upkeep:
Public Property
Road/Street Pavements
Walkways

Signs

Road Markings

Road & Street Patching
Office Furniture and Equipment
Plant & Equipment

Other repairs and Upkeep
Council Property

Notes to the Financlal Statements
for the year ended 31 December 2022

2022
€

Note 235316
139,584

2022

15,516
22,366
37,509
146,866
13,058

235,318

2022

4,785
2,115
906
14,204
3,417
7,655

130
29477
6,102

68,791

2021
€

204,477

182,427

2021
€

15,270
22,600
35,088
118,405
12,214

204,477

2021

2,567
102

4,588
3,882
4,081
114
127
11,621
1,755

28,837

16
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Local Council Birzebbuga
Notes to the Flnanclal Statements
for the year ended 31 December 2022

Contractual Services:
Waste Disposal 47,628 59,168
Refuse Collection 117,404 97,547
Bulky Refuse Collection 8,248 8,938
Road & Street Cleaning 75,384 63,106
Cleaning & Maint, Non-Urban 9,627 9,627
Cleaning - Public Conveniences 27,401 27,107
Cleaning - Council Premises 2,251 1,613
Cther Contractual Services 19,138 9,597
Clean. & Maint. Parks & Gardens 27,502 23,061
Street Lighting 25,710 14,076
Experts - 287
Studies & Consultations 1,888 -
Local Enforcement Expenses 265 324
362,347 314,361
431,138 343,198
9. Administration and other expenditure
2022 2021
€ €
Utilities 5,413 6,202
Other repairs and upkeep 17,162 3,693
Rent 5,608 4,326
Farticipation fee - Nat. Mtg. 210 -
Office Services 17,249 1,173
Transport 7,206 24 406
Information Services 1,967 1,944
Lease of Equipment 246 590
Insurance Coverage 2,400 2,725
Bank Charges 4,183 1,341
Professional Services 84,374 33414
Training - 236
Entertainment 600 -
Cther Hospitality Costs 1,764 559
Social Events 1,065 3,594
Cultural Events 53,743 25,176
Community Services 1,248 4,005
General expenses - -
Provision for LES receivables (11,071) (920)
Amortisation of intangible asset - 1,016
Depreciation 139,584 181,411
332,951 304,81
| .
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Local Councll Blrzebbuga
Notes to the Financlal Statements
for the year ended 31 December 2022

10. Intangible fixed assets

e Computer Total
Software
€ €
Cost
At 1 January 2021 8,071 8,071
Additions 1,137 1,137
At 31 December 2021 9,208 9,208
Grant
At 1 January 2021 1,003 1,003
1,003 1,003
Amortisation
At 1 January 2021 3,930 3,930
Charge for year 1,016 1,016
At 31 December 2021 4,946 4,946
Net book values
At 31 December 2021 3,259 3,259
10. Intangible fixed assets
Computer Total
Software
€ €

Cost
At 1 January 2022 9,208 9,208
At 31 December 2022 9,208 8,208
Grant
At January 2022 1,003 1,003
At December 2022 1,003 1,003
Amortisation
At 1 January 2022 4,946 4,946
Charge for year 1,397 1,397
At 31 December 2022 6,343 6.343
Net book values
At 31 December 2022 1,862 1,862
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Local Councll Birzebbuga

Notes to the Financlal Statements
for the year ended 31 December 2022

12, Recelvables

. 2022 2021
€ €

Receivables Note 19,895 10,379
LES Debtors Note 67,619 67,619
Other receivables 10,688 10,371
Accrued income 11,199 10,726
Financial assets 109,401 99,095
Prepayments 7,866 7618

117,267 106,713

The carrying value of the above receivables is considered a reasonable approximation of fair value.

In determining the recoverability of receivables the Council considers any change in the credit quality of each
receivable from the date credit was initially granted up to the reporting date. The concentration of credit risk is
limited due to the debtor base being large and unrelated.

Receivables
General receivables are analysed as follows:

2022 2021
€ €
Within credit period 17,387 4,512
Exceeded credit period but not impaired 2,508 5,867
19,895 10,379
21




Local Councll Birzebbuga

13,

Notss to the Financlal Statements
for the year ended 31 December 2022

Related party balances - LES Debtors

LES debtors are stated after a specific provision for doubtful debts amounting to € 93,493 (2021:€ 104,564),
The amount of € 67,619 {2021; € 67,619) exceeded credit period but is not impaired. These amounts are
unsecured, interest free and with no fixed date of repayment,

The movement in the provision for doubtful debts is as follows:

2022 2021
€ €
Balance at 1 January 104,564 105,484
Decrease in provision for LES debtors (11,071) {920)
Balance at 31 December 93,493 104,564
Other receivables
2022 2021
€ €
Within credit period . 10,688 10,371

Included in other receivables there is a bank guarantee in favour of third party amounting to € 10,100 (2021 : €
10,100).

Cash and equlivalents

2022 2021

€ €

Bank Balances 1,402,667 1,348,435

Cash in Hand 101 24

Cash at bank and in hand 1,402,668 1,348,459

Cash and cash equivalents 1,402,668 1,348,459
22
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Local Councll Birzebbuga

14.

1s.

Notes to the Financlal Statements
for the year ended 31 December 2022

Payables

' 2022 2021

€ €

Payables 65,291 64,464
Other payables 19,881 23,535
Accruals 80,546 25,871
Financial liabilities 165,718 113,870
Grants not yet utilised 117,551 67,685
Indirect taxes and social security 4,544 -

287,813 181,555

Current financial liabilities are carried at their nominal value which is considered a reasonable approximation of
fair value.

Borrowings
2022 2021
€ €
Current
Third party barrowings Note 303,421 303,421
Third party borrowings

Third party borrowings represent dues to the two public private partnership payables. The Council entered into
these agreements to carry out road resurfacing works. These amounts are unsecured, interest free and are
repayable within 1 year,

23
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Local Councll Birzebbuga

i6.

17.

Capltal commitments

1

Details of capital commitments at the
accounting date are as follows:

Approved but not yet contracted for

These could be analysed as follows:

(i) Approved but not yet contracted for:

Urban Improvements
Construction

Office furniture & fittings

Plant & Machinery & Equipment

Contingent llabllitles

Notes to the Financlal Statements
for the year ended 31 December 2022

2022 2021

€ €
1,270,393 743,500
384,620 728,000
516,232 -
369,541 -
- 15,500

1,270,393 743,500

The Council has a bank guarantee in favour of third parties amounting to € 10,100 (2021: € 10,100).

The Council has a dispute on a utility billl which amounts to € 4,267 (2021: 2,973). This has not been provided

for in accounts.

24
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Local Councll Birzebbuga

18.

Related party transactions

Notes to the Financlal Statements
for the year ended 31 December 2022

During the year under review, the Council carried out transactions with the following related parties:

Name of Entity

Department of Local Government
Regional Committee (Local Enforcement)
Fgura Joint Committee (Local Enforcement)
Local Enforcement System Agency

Gozo Regional Committee

North Regional Committee

South Regional Committee

South Eastern Regional Committee
Central Regional Commitee

Public General Head Quarters

Local Councils' Assaciation

Malta Information Technology Agency
Malta Communication Authority

Malta Tourism Authority

Malta Transport Authority

Department of Lands

Department of Inland Revenue
Permanent Secretary - Ministry of Education
Permanent Secretary - Ministry for Family & Social Solidarity
Bank of Valletta plc

Airmalta plc

Jobs plus

Arms Limited

Planning Authority

Environment and Resources Authority
Water Services Corparation

Enemalta Corporation

Cleansing Services Department

Director General - Works Division
Wasteserv Malta Limited

Commissioner for Data Protection

Nature of reiationship
Significant control
Joint control
Joint control
No control
Ne control
Na control
No control
No control
No control
No control
No control
No control
No control
No control
No control
Na control
No control
No control
No control
No control
No control
No control
No control
No control
No control
Na control
No control
No control
No controf
No control
No control

25
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Local Council Birzebbuga

Notes to the Financlal Statements
for the year ended 31 December 2022

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

control:
2022 2021
€ €
Annual Financial Allocation 891,100 871,712
Key management compensation
Transactions with key management personnel are disclosed in note 8.
26
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Local Councll Birzebbuga

19.

Notes to the FInanclal Statements
for the year ended 31 December 2022

Flnanclal Risk Management

The exposure to risk and the way risks arise, together with the Local Council's objectives, policies and processes
for managing and measuring these risks are disclosed in more detail below.

The objectives, policies and processes for managing financial risks and the methods used to measure such risks
are subject to continual improvement and development.

Where applicable, any significant changes in the Local Council's exposure to financial risks or manner in which
the council manages and measures these risks are disclosed balow.

Where possible, the Local Council aims to reduce and control risk concentrations. Concentrations of financial
risk arise when financial instruments with similar characteristics are influenced in the same way by changes in
econamic or other factors. The amount of the risk exposure associated with financial instruments sharing similar
characteristics is disclosed in more detail in the notes to the financial statements,

Categories of financial instruments 2022 2021
Financial assets € €

Loans and Receivables

Cash and bank balances 1,402,668 1,348,459
Receivables 109,401 99,095

1,512,069 1,447,554

Financial liabilties

Trade payables and other payables 165,718 113,870
Borrowings - current 303,421 303,421
469,139 417.291

The Council is exposed to credit risk and liquidity risk through its use 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
flows by minimising the exposure to financial risks.

The most significant financial risks to which the Council is exposed are described below.
Credit risk

The Council applies the simplified approach for ali trade receivables and contract assets which uses a lifetime
expected allowance. Accordingly, the assessement to determine whether there is a significant increase in credit
risk is not applicable for such financial assets,

Where the Council does not have reasonable and supportable information that is available without undue cost or
effort to measure life time expected credit loss on an individual instrument basis and in order to ensure the life
time expected credit losses are recognised before and asset becomes credit-impaired or an actual default
oceurs, life time expected credit losses on the remaining financial assets are measured on a collective basis. In
such instances and where appropriate, the financial instruments are grouped on the basis of shared credit risk
characteristics and the life time expected credit losses are estimated using a provision matrix based on actual
credit loss experience over past years, which is adjusted to reflect current conditions and the Council's view of
econemic conditions over the expected lives of the receivables

Such adjustments are based on factors that are specific to the debtors and economic and industry indicators
such as GDP, unemplayment rates and/or industry projections, where applicable, unless the effect is considered
to be immaterial.

27
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Local Counci! Birzebbuga

Notes to the Financlal Statements
for the year ended 31 December 2022

The Council's trade receivables are of a shor-term nature as they are based on credit terms of less than one
year and, thus, do not include a significant financing component.

For the purpése of the provision matrix, loss rates are calculated using a 'roll rate' method based on the
probability a receivable progressing through successive stages of delinquency over a selected period, taking into
consideration the applicable credit terms for such debtors and the past due status, Unless the effect is
immaterial, for receivables after 360 days, the loss rate was adjusted to take into consideration the proportion of
actual recoveries over the selected pericd,

As at 31 December 2022, trade receivables including related parties of € 2,508 (2021: € 5,867} were past due
but not impaired. The ageing of these past due trade receivables was over 1 month. These mainly related to a
number of government entities for whom there is no recent history of default and exposure is very limited. Whilst
a number of customers account for a certain percentage of the Council's past due trade debts, management has
not identified any major concerns with respect to concentration of credit risk, Categorisation of trade receivables
as past due is determined by the Council on the basis of the nature of the credit terms in place and credit
arrangements actually utilised in managing exposures with customers. Exposure is immaterial,

Previous accounting policy for impairment of trade and other receivables

In the prior year, the impairment of trade receivables was assessed based on the incurred loss model. Individual
receivables which were known to be uncollectible were written off by reducing the carrying amount directly. The
other receivables were assessed collectively to determine whether there was objective evidence that an
impairment has been incurred but not yet been identified. For these receivables the estimated impairment losses
were recognised in a seperate provision for impairment.

The Council considered that there was evidence of impairment if any of the following indicators were present:
- significant financial difficulties of the debtor

- probability that the debtor will enter bankruptcy or financial reorginisation, and

- default or late payments

Receivables for which an impairment provision was recognised were written off against the provision when there
was no expectation of recvering additonal cash.

Cash and cash equivalents

The Council banks only with local financial institutions with high quality standing or rating. At 31 December 2021,
cash and cash equivalents are held with counterparties with a credit rating of BBB and are callable on demand.
Council consider the probability of default to be close to zero as the counterparties have a strong capacity to
meet their contractual obligations in the near term. As a result, no loss allowance has been recognised based on
12-month expected credit losses as any such impairment would be wholly insignificant to the Council.

Liquidity risk
The Council is exposed to liquidity risk in relation to meeting future obligations associated with its financial

liabilities, which comprise trade and other payables. Prudent liquidity risk management includes maintaining
sufficient cash to ensure the availability of an adequate amount of funding to meet the Council's obligations.

Management monitors liquidity risk by reviewing expected cash flows and ensures that no additional financing
facilities are expecled to be required over the coming year. The Council manages its liquidity needs through
yearly budgets and business plans by carefully monitoring expected cash inflows and outflows on a daily basis.
At the end of the reporting period, the Local Council's net current asset position amounted to € 928,701 (2021; €
§70,196) view of the matching of cash inflows and outflows arising from expected maturities of financial
instruments. In this respect management does not consider liquidity risk to the Council as significant taking into
account the liquidity management process referred to above,

The following table analyses the Council's financial liabilities into relevant maturity groupings based on the
remaining period at 31 December 2022 to the contractual maturity date. The amounts disclosed below are the
contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances, as the impact
of discounting is not significant. J
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Local Councll Birzebbuga
Notes to the Financlal Statements
for the year ended 31 December 2022
Current Non- Current
Payable Payable Payable Payabie Total
within 1 year withing 1 & 2 within 2 & 5 after more
31 December 2022 years years than 5 years
€ € € € €
Payables 65,291 - - - 65,291
Other payables 19,881 - - - 19,881
Accruals 80,546 - - - 80,546
Third party borrowings 303,421 - - - 303,421
469,139 - - - 469,139
31 December 2021
Payables 64,464 - - - 64,464
Other payables 23,535 - - - 23,535
Accruals 25,871 - - - 25,871
Third party borrowings 303,421 - - - 303,421

417,291 - - - 417,291

With respect to the maturity of the Council's financial liabilities as at 31 December 2021, the Council disclose that

the trade and other payables are entirely repayable within one year from the end of the respective reporting
period.

On 11th March 2020, the World Health Organisation declared COVID-19 outbreak a global pandemic. Following
this, there were no changes in the local council activities and operations as a result of events arising after the

reporting date especially due to the fact that the Local Council obtains its funds mainly from the central
government.
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