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Local Council Birzebbuga

Statement of Local Council Members' and Executive Secretary's Responsibilities
for the year ended 31 December 2025

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 responsible to maintain a continuous internal control to ascertain that the accounting,
recording and other financial operations are properly conducted in accordance 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 14 April 2026 and signed on its behalf by:

Scott Camilleri
Mayor

ordy Brincat
Executive
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Grant Thornton Malta

Fort Business Centre, Level 2
Trig L-Intornjatur, Zone 1
Central Business District
Birkirkara CBD1050 Malta

T +356 20931000

Report of the Local Government Auditor

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

Opinion

We have audited the financial statements of Birzebbuga Local Council set out on pages

5 to 28 which comprise the statement of financial position as at 31 December 2025, and

the statement of profit or loss and other 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 material accounting policies information.

In our opinion, except for the effects of the matters described in the Basis for qualified
opinion section of our report, the accompanying financial statements give a true and fair
view of the financial position of the Council as at 31 December 2025, and of its financial
performance and its cash flows for the year then ended in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union (EU).

Basis for qualified opinion

Included with receivables at balance sheet date is an amount of €67,619 due from
Zurrieq Joint Committee for which no supporting documentation was available.
Consequently, we could not determine whether the said amount is materially
misstated.

We conducted our audit in accordance with International Standards on Auditing (ISA).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Council in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements of the Accountancy Profession (Code of Ethics
for Warrant Holders) Directive issued in terms of the Accountancy Profession Act, Cap.
281 that are relevant to our audit of the financial statements in Malta. We have fulfilled
our other ethical responsibilities in accordance with these requirements. 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 1 the Executive Secretary and the members of the Local Council
are responsible for the preparation of financial statements that give a true and fair view
in accordance with IFRS as adopted by the EU and are properly prepared in
accordance with the provisions of the Legislation, and for such internal control as they
determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.
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In preparing the financial statements, the 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, 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 so.

The 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 about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISA will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

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

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

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

- Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

The Principal on the audit resulting in this independent auditor’s report is Patrizia
Cassar.

Patrizia Cassar (Principal) for and on behalf of

Grant Thornton
Certified Public Accountants

Fort Business Centre
Trig L-Intornjatur, Zone 1
Central Business District
Birkirkara CBD1050
Malta

14 April 2026
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Local Council Birzebbuga

Statement of Profit or Loss and Other Comprehensive Income

for the year ended 31 December 2025

Revenue
Funds received from Central Government

Income raised under Local Enforcement System
General Income

Expenditure

Personal Emoluments
Operations and maintenance
Administration and other expenditure

Operating profit/(loss) for the year

Profit/(loss) for the year

Notes

i

~

2025

898,028
14,479
61,216

973,723

(378,347)
(231,666)
(318,723)

(928,736)

44,987

44,987

2024

1,040,747
5,563
67,656

1,113,966

(299,275)
(508,587)
(432,409)

(1,240,271)

(126,305)

(126,305)

The notes on pages 9 to 28 form an integral part of these financial statements.
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Local Council Birzebbuga

Statement of Financial Position

as at 31 December 2025
2025 2024
Notes € €
ASSETS
Non-Current Assets
Intangible assets 9 22 47
Property, plant and equipment 10 323,252 379,618
323,274 379,665
Current Assets
Receivables 11 117,865 97,025
Cash at bank and in hand 12 1,204,855 1,142,532
1,322,720 1,239,557
Total Assets 1,645,994 1,619,222
RESERVES
Retained earnings 1,114,439 1,069,452
Total reserves 1,114,439 1,069,452
Current Liabilities
Trade and other payables 13 228,134 246,349
Short-term borrowings 14 303,421 303,421
531,555 549,770
Total Liabilities 531,555 549,770
Total Reserves and Liabilities

1,645,994

1,619,222

These financial statements were approved by the Local Council on 14th April 2026 and signed on its behalf by:

cott Camilleri

Mayor

The notes on pages 9 to 28 form an integral part of these financial statements.

kaordy Brinca
€ Secretary
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Local Council Birzebbuga

Statement of Changes in Equity
for the year ended 31 December 2025

At 1 January 2024
Loss for the year

At 31 December 2024

At 1 January 2025
Profit for the year

At 31 December 2025

Retained

Funds Total

€ €
1,195,757 1,195,757
(126,305) (126,305)
1,069,452 1,069,452
1,069,452 1,069,452
44 987 44 987
1,114,439 1,114,439
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Local Council Birzebbuga

Statement of Cash Flows
for the year ended 31 December 2025

Net profit/(loss) 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 befaore working capital changes
Decrease/(increase) in receivables
(Increase)/decrease in other receivables
(Decrease) in payables
Increase in other payables

Cash generated from operating activities
Cash flow from investing activities
Purchase of property, plant & equipment

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 equivalents at end of year

2025 2024
€ € € €
Note
44,987 (126,305)
91,401 244,812
49 712
(1,419) (1,224)
8,928 5,965
143,946 123,960
2,923 (449)
(22,345) 121,655
(38,940) (53,586)
20,702 27,203
106,286 218,783
(123,489) (290,095)
- (2,453)
79,526 91,825
(43,963) (200,723)
62,323 18,060
1,142,532 1,124,472
12 1,204,855 1,142,532
8



Local Council Birzebbuga

Notes to the Financial Statements
for the year ended 31 December 2025

1. 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 14 April 2026. The Local
Council's company's presentation as well as functional currency is Euro.

2. Accounting Policies 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 madified 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 enacted 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).

New or revised Standards or Interpretations
New standards adopted as at 1 January 2025

Some accounting pronouncements which have become effective from 1 January 2025 and have therefore been
adopted do not have a significant impact an the council's financial results or position.

Other Standards and amendments that are effective for the first time in 2025 and could be applicable to the
council are:

o The effects of changes in Foreign Exchange Rates (Amendments to IAS 21);

These amendments do not have a significant impact on these financial statements and therefore no disclosures
have been made.

Standards, amendments and Interpretations to existing Standards that are not yet effective and have not been
adopted early by the Council

At the date of authorisation of these financial statements, several new, but not yet effective, Standards and
amendments to existing Standards, and Interpretations published by the IASB or IFRIC include:

o Annual improvements - Volume 1, applicable for annual periods beginning on or after 1 January 2026.

o Amendments to the Classification and Measurement of Financial Instruments (Amendments

to IFRS 9 and 7); Applicable for periods beginning on or after 1 January 2026.

o Amendments to Contracts Referencing Nature - dependent Electricity (Amendments to IFRS 9 and 7)

o Amendments Translation to a Hyperinflationary Presentation Currency (Amendments to IAS 21 The Effects of
Changes in Foreign Exchange Rate)

o IFRS 18 'Presentation and Disclosure in Financial Statements’; and

o IFRS 19 'Subsidiaries without Public Accountability: Disclosures'.




Local Council Birzebbuga
Notes to the Financial Statements
for the year ended 31 December 2025

None of these Standards or amendments to existing Standards have been adopted early by the Council.
Management anticipates that all relevant pronouncements will be adopted for the first period beginning on or
after the effective date of the pronouncement.

With the exception of IFRS 18, these amendments are not expected to have a significant impact on the financial
statements in the period of initial application and therefore no disclosures have been made. The Council will
assess the impact on disclosures from the initial adoption of IFRS 18. IFRS 18 will be effective for annual
reporting periods beginning on or after 1 January 2027. The Council is not expected to early adopt this new
standard.

Material accounting policies

An entity should disclose its material accounting policies. Accounting policies are material and must be disclosed
if they can be reasonably expected to influence the decisions of users of the financial statements.

Management has concluded that the disclosure of the entity's material accounting policies below are appropriate.

LR N

Property, plant and equipment

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 asset over its expected useful life as follows:

W e

%
Land 0
Trees 0
Buildings 1
Office Furniture and Fittings 7.5
Construction Works 10
Urban Improvements (Street Furniture) 10
Special Projects 10
Office Equipment 20
Motor Vehicles 20
Plant and Machinery 20
Computer Equipment 25
Plants 100
Litter Bins Replacement Basis
Playground Furniture 100
Traffic Signs Replacement Basis
Road Signs Replacement Basis
Street Mirrors Replacement Basis
Street Lights 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 168, 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.

10
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Local Council Birzebbuga

Notes to the Financial Statements
for the year ended 31 December 2025

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 to
the statement of comprehensive income during the financial period in which they are incurred.

Impairment
The council's property, plant and equipment, intangible assets and financial assets are tested for impairment.

Property, plant and equipment and intangible assets

The carrying amounts of the council's property, plant and equipment and intangible assets are reviewed at each
balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the
asset's recoverable amount is estimated. The recoverable amount of an asset is the higher of its fair value less
costs to sell and its value in use.

Whenever the carrying amount of an asset exceeds its recoverable amount, an impairment loss is recognised
and the carrying amount of the asset is reduced to its recoverable amount. Impairment losses are recognised
immediately in the income statement, unless they relate to an asset which is carried at revalued amount, in
which case they are treated as a revaluation decrease to the extent that the impairment loss does not exceed the
amount in the revaluation surplus for that asset.

The carrying amounts of the council's assets are also reviewed at each balance sheet date to determine whether
there is any indication that an impairment loss recognised in prior periods may no longer exist or may have
decreased. If any such indication exists, the asset's recoverable amount is estimated. An impairment loss
previously recognised is reversed only if there has been a change in the estimates used to determine the asset's
recoverable amount since the last impairment loss was recognised. When an impairment loss subsequently
reverses, the carrying amount of the asset is increased to the revised estimate of its recoverable amount to the
extent that it does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset in prior years. Impairment reversals are recognised immediately in profit or loss
unless they relate to an asset which is carried at revalued amount, in which case they are treated as a
revaluation increase unless an impairment loss on the same asset was previously recognised in the income
statement.

Impairment 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 assessment 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.

11




% Local Council Birzebbuga

e Notes to the Financial Statements
-S for the year ended 31 December 2025

's 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 depaosits, 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
:’g amount at the measurement date.

"g The Council banks with local financial 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 recognised in the profit or loss as it accrues.

Local Enforcement System

Up until 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 took over the
administration of the Local Enforcement System.

Government grants

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

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

Up to the year ended 31st December 2017, government grants were accounted for using the income approach
according to IAS 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 I1AS 8
Accounting Policies, Changes in Accounting Estimates and Errors, it has been accounted for retrospectively.

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 Euro, 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.

12
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Local Council Birzebbuga

Notes to the Financial Statements
for the year ended 31 December 2025

Profits and losses

Only profits and 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.

Financial instruments

Recoghnition and derecognition

Financial assets and financial liabilities are recognised when the council becomes a party to the contractual
provisions 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.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing compaonent and are measured at
the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted
for transaction costs (where applicable).

Financial assets are classified into the following categories:

- amortised cost

- fair value through profit or loss (FVTPL); and

- fair value through other comprehensive income (FVVOCI).

The council does not have any financial assets categorised as FVTPL and FVOCI in the years presented.

The classification is determined by both:
- the entity's business model for managing the financial asset; and,
- the contractual cash flow characteristics of the financial asset.

All income and expenses relating to financial assets that are recognized in the income statement are presented
within finance costs or 'finance income’'.

Subsequent measurement of financial assets

Financial assets at amortised cost

Financial assets are measured at amortised cost if the assets meet the following conditions (and are not
designated as FVTPL):

- they are held within a business model whose objective is to hold the financial assets and collect its contractual
cash flows; and,

- the contractual terms of the financial assets give rise to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

After initial recognition, these are measured at amortised cost using the effective interest method. Discounting is
omitted where the effect of discounting is immaterial. The council's cash and cash equivalents, trade and other
receivables fall into this category of financial instruments.

13



Local Council Birzebbuga
Notes to the Financial Statements
for the year ended 31 December 2025

Impairment of financial assets

IFRS 9's impairment requirements use more forward-looking information to recognise expected credit losses -
the 'expected credit loss (ECL) model'. Instruments within the scope of the new requirements included loans and
other debt-type financial assets measured at amortised cost, FVOCI, trade receivables, contract assets
recognised and measured under IFRS 15 and loan commitments and some financial guarantee contracts (for
the issuer) that are not measured at FVTPL.

Recognition of credit losses is no longer dependent on the council first identifying a credit loss event. Instead the
council considers a broad range of information when assessing credit risk and measuring expected credit
losses, including past events, current conditions, reasonable and supportable forecasts that affect the expected
collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:
- financial instruments that have not deteriorated significantly in credit quality since initial recognition or that have
low credit risk ('Stage 1') and

- financial instruments that have deteriorated significantly in credit quality since initial recognition and whose
credit risk is not low (‘'Stage 2).

Stage 3’ would cover financial assets that have objective evidence of impairment at the reporting date.

12-month expected credit losses' are recognised for the first category while 'lifetime expected credit losses' are
recognised for the second category.

Measurement of the expected credit losses is determined by a probability-weighted estimate of credit losses
over the expected life of the financial instrument.

Trade and other receivables

The council makes use of a simplified approach in accounting for trade and other receivables and records the
loss allowance as lifetime expected credit losses. These are the expected shortfalls in contractual cash flows,
considering the potential for default at any point during the life of the financial instrument. In calculating, the
council uses its historical experience, external indicators and forward-looking information to calculate the
expected credit losses using a provision matrix.

The council assess impairment of frade receivables on a collective basis as they possess shared credit risk
characteristics they have been grouped based on the days past due.

Classification and measurement of financial liabilities

The council's financial liabilities include trade and other payables.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaction costs
unless the council designates a financial liability at F\VTPL.

Subsequently, financial liabilities are measured at amortised cost using the effective interest method.

All interest-related charges and, if applicable, changes in an instrument's fair value that are reported in the
income statement are included within 'finance costs' or 'finance income'.

Critical Accounting Estimates and Judgements

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

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 is 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.

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 conditions and the risk characteristics of the
underlying assets.
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Local Council Birzebbuga

w

Notes to the Financial Statements
for the year ended 31 December 2025

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.

Funds received from central government

In terms of section 55 of the Local Council Act
Other Government Income

Local Enforcement Income

Contraventions and other fines
Income from LES administration fees

General Income

Social Events
General Income
Donations

Income from Permits

Loss for the year

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

2025
€

838,658
59,370

898,028

2025

8,139
6,340

14,479

2025

1,200

2,250
57,766

61,216

2025
€

378,347
9,10 91,450

2024
€

1,000,648
40,099

1,040,747

2024

1,448
4,115

5,563

2024

720

18
2,100
64,818

67,656

2024
€

299,275

245,524

15
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Local Council Birzebbuga

Personal Emoluments

Mayor's Allowance
Councillors' Allowance

Executive Secretary Salary and Allowances

Employees' Salaries
Social Security Contributions

Operations and Maintenance

Repairs and Upkeep:

Public Property

Road/Street Pavements

Signs

Road Markings

Road & Street Patching

Office Furniture and Equipment
Plant & Equipment

Other repairs and Upkeep
Council Property

Coniractual Services:

Waste Disposal

Refuse Collection

Bulky Refuse Callection

Road & Street Cleaning
Cleaning - Public Conveniences
Cleaning - Council Premises
Other Contractual Services

Cleaning & Maintenance Parks & Gardens

Street Lighting
Studies & Consultations
Local Enforcement Expenses

Notes to the Financial Statements
for the year ended 31 December 2025

2025
€

20,016
28,200
48,457
261,183
20,491

378,347

2025

5,321
1,826
8,382
2,309
8,613

123

237
5,507
8,021

40,339

8,405
88,000
15,868

2,519
18,821
22,383
31,182

2,124

2,025

191,327

231,666

2024
€

18,766
20,200
47,104
195,007
18,198

299,275

2024

24,633
3,536
9,231
2,702

451
58
258

15,844

2,580

59,293

164,771
58,063
10,915
88,779
35,081

2,268
16,467
26,732
45,438

780
449,294

508,587
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Administration and other expenditure

Utilities
Other repairs and upkeep
Rent

Participation fee - National Meeting

Office Services

Transport

Information Services

Lease of Equipment
Insurance Coverage

Bank Charges

Professional Services
Entertainment

Other Hospitality Costs
Social Events

Cultural Events

Community Services

General expenses

Provision for LES receivables
Amortisation of intangible asset
Depreciation

Intangible fixed assets

Cost

At 1 January 2024
At 31 December 2024

Grant
At 1 January 2024

At 31 December 2024

Amortisation
At 1 January 2024
Charge for year

At 31 December 2024

At 31 December 2024

Notes to the Financial Statements
for the year ended 31 December 2025

2025 2024
€ €
18,473 14,463
8,039 27,528
7,481 6,804
- 25
24 578 22,036
15,462 16,961
2,979 2,688
705 312
3,335 2,906
2,642 2,454
81,075 66,291
175 275
7,104 6,476
260 215
51,001 11,945
5,161 6,730
222 -
(1,419) (1,224)

49 712
91,401 244,812
318,723 432,409

Computer Total

Software

€ €

9,208 9,208

9,208 9,208

1,003 1,003

1,003 1,003

7,446 7,446

712 712

8,158 8,158

47 47
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Intangible fixed assets

Computer Total
Software
€ €

Cost
At 1 January 2025 9,208 9,208
Additions 24 24
At 31 December 2025 9,232 9,232
Grant
At 1 January 2025 1,003 1,003
At 31 December 2025 1,003 1,003
Amortisation
At 1 January 2025 8,158 8,158
Charge for year 49 49
At 31 December 2025 8,207 8,207
Net book value
At 31 December 2025 22 22

18
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11.

Notes to the Financial Statements
for the year ended 31 December 2025

Receivables
2025

€
Receivables Note 502
LES Debtors Note 67,619
Other receivables 16,402
Accrued income 21,560
Financial assets 106,083
Prepayments 11,782

117,865

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

2024

3,433
67,619
10,368

3,506

84,926

12,099

97,025

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:

2025

€

Within credit period 502
Exceeded credit period but not impaired -
502

2024
€

901
2,532

3,433

Receivables are stated after a specific provision for doubtful debts amounting to € 4,349 (2024 : € 4,349).

21
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12,

Notes to the Financial Statements
for the year ended 31 December 2025

Related party balances - LES Debtors

LES debtors are stated after a specific provision for doubtful debts amounting to € 88,235 (2024: € 89,432). The
amount of € 67,619 (2024: € 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:

2025 2024

€ €

Balance at 1 January 89,432 90,655

Decrease in provision for LES debtors (1,197) (1,223)

Balance at 31 December 88,235 89,432
Other receivables

2025 2024

€ €

Within credit period 16,402 10,369

Included in other receivables there is a bank guarantee in favour of third party amounting to € 10,100 (2024 : €
10,100).

Cash and equivalents

2025 2024

€ €

Bank Balances 1,204,855 1,142,532
Cash at bank and in hand 1,204,855 1,142 532
Cash and cash equivalents 1,204,855 1,142,532
22
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13.

14.

Notes to the Financial Statements
for the year ended 31 December 2025

Payables
2025 2024
€ €
Payables 42 146 81,092
Other payables 9,317 7,312
Accruals 63,525 70,759
Financial liabilities 114,988 159,163
Grants not yet utilised 113,146 87,186

228,134 246,349

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

Borrowings
2025 2024
€ €
Current
Third party borrowings 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.
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16.

Capital commitments

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

Property

Office furniture & fittings
Motor Vehicle

Contingent liabilities

Notes to the Financial Statements
for the year ended 31 December 2025

2025 2024

€ €
433,341 190,000
299,741 -
- 190,000

70,000 -
30,000 -
33,600 -

433,341 180,000

The Council has a bank guarantee in favour of third parties amounting to € 10,100 (2024: € 10,100).

24
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17.

Related party transactions

Notes to the Financial Statements
for the year ended 31 December 2025

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

Name of Entity

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

Gozo Regional Committee

North Regional Commitiee

South Regional Committee

South Eastern Regional Committee
Central Regional Commitee

Public General Head Quarters

Local Councils' Association

Malta Information Technology Agency
Malta Communication Authority

Malta Tourism Authority

Malta Transport Authority

Department of Lands

Commissioner for Revenue

Permanent Secretary - Ministry of Education
Permanent Secretary - Ministry for Family & Social Sclidarity
Bank of Valletta plc

Airmalta plc

Jobs plus

Arms Limited

Planning Authority

Environment and Resources Authority
Water Services Corporation

Enemalta Corporation

Cleansing Services Department

Director General - Works Division
Wasteserv Malta Limited

Commissioner for Data Protection

Nature of relationship
Significant control
Joint control
Joint control
No control
No control
No control
No control
No control
No control
No 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
No control
No control

25
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Notes to the Financial Statements
for the year ended 31 December 2025

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

2025 2024
€ €

Annual Financial Allocation 838,658 1,000,648

Key management compensation

Transactions with key management personnel are disclosed in note 6.

Financial 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 obijectives, 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 fo financial risks or manner in which
the council manages and measures these risks are disclosed below.

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
economic or other factors. The amount of the risk exposure associated with financial instruments sharing similar
characteristics is disclosed in mare detail in the notes to the financial statements.

Categories of financial instruments 2025 2024
Financial assets € €
Loans and Receivables

Cash and bank balances 1,204,855 1,142,532
Receivables 106,083 84,926

1,310,938 1,227,458

Financial liabilities

Trade payables and other payables 114,988 159,163
Borrowings 303,421 303,421

418,409 462,584

The Council is exposed to credit risk and liquidity risk through its use of financial instruments which result from its
operating activites. 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.

26




Local Council Birzebbuga
Notes to the Financial Statements
for the year ended 31 December 2025

Credit risk

The Council applies the simplified approach for all trade receivables and contract assets which uses a lifetime
expected allowance. Accordingly, the assessment 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
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.

As at 31 December 2025, trade receivables including related parties of € 502 (2024: € 3,433) 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.

Cash and cash equivalents

The Council banks only with local financial institutions with high quality standing or rating. At 31 December 2025
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.

Liguidity 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 expected 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 € 791,165 (2024 €
689,787) 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 2025 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.
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Notes to the Financial Statements

= for the year ended 31 December 2025
!
o
)
) Current Non- Current
i Payable Payable  Payable Payable Total
] within 1 year within 1& 2 within2 &5  after more
31 December 2025 years years than 5 years
€ € € € €
Payables 42 146 - % s 42,146
4 Other payables 9,317 5 - g 9,317
Accruals 63,525 - - = 63,525
]
= Third party borrowings 303,421 - - - 303,421
)
< 418,409 - - - 418,409
2
) 31 December 2024
g Payables 81,092 " 5 - 81,092
] Other payables 7,312 - - - 7,312
Accruals 70,759 - % = 70,759
) Third party borrowings 303,421 - - - 303,421
) 462,584 - - - 462,584

With respect to the maturity of the Council's financial liabilities as at 31 December 2025, the Council disclose that
the trade and other payables are entirely repayable within one year from the end of the respective reporting
period.
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