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HAL~SAFI LOCAL COUNCIL

Notes fo the Financial Statements
. for the year ended 31 December 2021

12. Property, plant and equipment - continued

Office Urbag.
- m”«%“w Buildings ang Construction Fur n_mn:hm New Street  Improve- Mwmhw___ﬁw Plant and Special
ConstractionTmprovements Works  Fittings Signs ments  Trees Equip, machinery  Programmes Total
€ € € € € € € € € € €

Cost
At 1 January 2021 5,220 267,132 287,957 51,145 18,611 225856 1,031 56,183 16,807 311,428 1,241,370
Additions 118,091 - 42,237 1,230 - 4,050 - 252 - - 165,900
At 31 December 2021 123,311 267,132 330,194 52,375 18,611 229,946 1,031 56,435 16,807 311,428 1,407,270
Grants
At 1 January 2021 - - 156,033 400 - 100,579 - 6,571 6,677 27,247 297,507
Prior-year adjustment (note 21) 28,506 - - - - - - - - - 28,506
Additions - - 42,237 990 - 3,304 - - - - 46,531
At 31 December 2021 28,506 - 198,270 1,390 - 103,883 - 6,571 6,677 27,247 372,544
Depreciation
At ] January 2021 - 45,203 95,275 39,503 18,611 106,495 - 46,091 8,811 284,181 644,170
Charge for the year - 2,680 8,270 3,808 - 2,237 - 1,395 408 - 18,798
At 31 December 2021 - 47,883 103,545 43,311 18,611 108,732 - 47,486 9,219 284,181 662,968
Net book Value st 31 December 2021 94,805 219,249 28,379 7,674 - 17,331 L0631 2,378 911 - 371,758
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HAL-SAFI LOCAL COUNCIL

13.

Trade and other receivables

Falling due within one year

Receivahles — LES (i)

Provision for doubtful debts - LES (i)
Trade receivables

Other receivables

Prepayments and accrued income

Falling due within one year:

Within Credit period

Exceeding credit period but not impaired
Impaired and provided for

Provision for doubtful debts

2022 2021
€ €
78,709 90,657
(78,709) (90,657)
5,420 5,120

- 1,960

11,418 10,622
16,838 17,702
2022 2021

€ €

3,712 3,750
1,708 1,370
78,709 90,657
(78,709)  (90,657)
5420 5,120

6} Local Enforcement System (LES) debtors amount to € 78,709 have been fully provided for.
As at 31 December 2022, provision for doubtful debts amounted to € 78,709 (2021: € 90,657).
During the year, the movement of € 11,948 was adjusted for as a bad debt with the
corresponding decrease in provision for doubtful debts of the same amount. All other
receivables are within credit period allowed and receivable within I year.
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HAL-SAFI LOCAL COUNCIL

14.

15,

16.

Cash and cash equivalents

Cash and cash equivalents comprise the following amounts:

Petty cash

Bank balances: Savings and current accounts

Bank balances: LES deposits account

Bank balances: football ground sinking fund account

Cash and cash equivalents in the statement of
Financial position

Less bank balances overdrawn (note 15)

Cash and cash equivalents in the statement of cashflows

Short-term borrowings

Falling due within one year:
Bank balances overdrawn

Trade and other payables

Falling due within one year:

Trade payables
Other creditors
Accruals
Deferred income

2022 2021
€ €
1,403 120
137,546 137.700
69,574 69.609
10,980 11,015
219,503 218,444
(2,210) (1,450)
217,293 216,994
2022 2021
€ €
2,210 1,450
2022 2021
€ €
23,694 29,535
7,884 586
18,613 11,037
43,719 29,682
93,910 70,840
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HAL-SAFI LOCAL COUNCIL

17. Capital commitments

2022 2021
€ €

Details of capital commitments af the accounting date are as follows:
(i Contracted for and partly provided for (note (a)) 80,900 56,000
(ii) Approved but not yet contracted for (note (b)) 194,000 67,012

Capital Commitments refer to projects as follows:

(a) Capital Projects including restoration of Rubble Wall and Sir Alexander Bal! under the Rural
Development Programme (2014 — 2020. Measure 4.4) as well as the Promotion of Cultural
Heritage and Development of Green Infrastructure under measure 19.2

(b)Capital Projects including San Benedittu Project, Restoration of “Niccec”, Playing Field
Renovation and purchase of an Electric Van. Total funding for these projects is estimated to
be € 150,000 under various EU and Local Government schemes.

18. Related party transactions

Parties are considered to be related if one party has the ability to control the other parfy or exercise
significant influence over the other party in making financial or operational decisions.

The ultimate controlling party of the Hal-Safi Local Council is the Local Councils Department within
the Office of the Prime Minister.

All the companies, Authorities and Agencies set-up by the Central Government are also considered
to be related parties to Safi Local Council but do not have significant control. All Regional Committees
(from 1 September 2011}, the Local Councils Association and the other Local Councils are also
considered to be related parties.

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

Name of Entity: Nature of Relationship
Department of Local Councils Significant
Regional Committee - Local Law Enforcement No Control
Bank of Valletta No Control
Department of Education No Control
Enemalta Corporation No Control
Local Councils Association No Control
Water Services Corporation No Control
Wasteserv Malta Limited No Control
Works Division - Director General Works No Control
2022 2021
€ €
Income - annual financial allocation 299908 289,496
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HAL-SAFI LOCAL COUNCIL

18.

15.

Related party transactions - continued
Key management personnel

Key management personnel are those persons having authority and responsibility for planning,
directing, and controlling the activities of the Local Council, directly or indirectly. The main key
management personnel are the Major, Councillors and the Executive Secretary.

The significant transactions carried out with key management personnel are:

2022 2021
Personal emoluments include, inter alia: € €
Mayor’s Allowance 10,742 10,571
Councillors’ Allowance 13,000 13,000
Executive Secretary salary and allowances 47,803 32,239

Financial Risk Management

The Local Council's activities expose it to a variety of financial risks that include market risks, credit
risk, liquidity risk and interest risk. The Local Council's overall risk management programme focuses
on the unpredictability of financial markets and seeks to minimize potential adverse effects on the
Council's financial performance.

Where applicable, any significant changes in the Local Council's exposure to financial risks or manner
in which the Local 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 risk exposure associated with the financial
instruments sharing similar characteristics is disclosed in more detail in the notes to the financial
statements.

With respect to credit risk, the receivables are monitored continuously for recoverability. Receivables
are presented net of an allowance for doubtful debts. An allowance for doubtful debts is made where
there is an identified loss event which, based on previous experience, is evidence of a reduction in the
recoverability of the cash flows. Known bad debts are therefore maintained to the lowest possible,
thereby lowering as much as possible the concentration of credit risk.
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HAL-SAFI LOCAL COUNCIL

19.  Financial Risk Management - continued

19.1  Credit risk

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

2022 2021
€ €

Class of financial assets — carrying amounts
Trade and other receivables 16,838 17,702
Cash and Cash Equivalents 219,503 218,444
236,341 236,146

The council continuously monitors defaults of counterparties, identified either individually or by group,
and incorporates this information into its credit risk controls. The council’s policy is to deal with only
creditworthy counterparties.

The council considers that the above financial assets that are not impaired for each of the reporting
dates under review are of good credit quality, including those that are past due. The credit risk exposure
on financial assets is low since all non-impaired frade receivables are all related to “The Government
of Malta’. See note 6 for further information on impairment or financial assets that are past due.

None of the council’s financial assets is secured by collateral or other credit enhancements.

The credit nisk for liquid funds is considered negligible, since the counterparties are reputable banks
with high quality external credit ratings. The Council’s cash is placed with a quality financial
institutions.

19.2 Liguidity risk

The council’s exposure to liquidity risk arises from its obligations to meet its financial liabilities which
comprise payables. Prudent liquidity risk management includes maintaining sufficient cash and
committed credit facilities to ensure the availability of an adequate amount of funds to meet the
council’s obligations when they become due.

The council manage its liquidity needs through yearly budgets and business plans by carefully

monitoring expected cash inflows and outflows on a daily basis. The council’s liquidity is deemed to
be sufficient in view of an excess of financial assets.
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HAL-SAFI LOCAL COUNCIL
19. Financial Risk Management — continued
19.2 Liquidity risk - continued

At 31 December 2022, the Council’s financial liabilities have contractual maturities which are
summarised as follows:

Current Non — Current
Within 1 year 1toSyears  More than 5
years
€ € €
Payables 31,578 - -
Accruals and deferred income 62,332 - -

This compares to the maturity of the Council’s financial liabilities in the previous reporting period as

follows:
Current Non —~ Current
Within [ year 1to5 years More than 5
years
€ € €
Payables 30,121 - -
Accruals and deferred income 40,719 - -
19.3 Interest Rate risk

The Council has no significant interest-bearing assets other than cash and cash equivalents (Note 14),
issued at variable rates. Cash and cash equivalents issued at variable rates expose the Council to cash
flow interest rate risk. Management monitors the level of floating rate bank balances as a measure of
cash flow risk taken on. Based on this analysis, management considers the potential impact on profit
or loss of a defined interest rate shift that is reasonably possible at the end of the reporting period to
be immaterial.
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HAIL-SAFI LOCAL COUNCIL

19.

Y

Financial Risk Management — continued

19.4 Summary of the financial assets and liabilities by category

The carrying amounts of the council’s financial assets and liabilities as recognised at the reporting dates

under review are categorised as follows:

Current Assets

Trade and other receivables
Cash and Cash Equivalents

Current Liabilities

Financial Liabilities measured at amortised costs:
Payables

Other creditors

Accruals

19.5 Capital risk management

2022 2021

€ €
16,838 17,702
219,503 218,444
236,341 236,146
2022 2021

€ €
23,694 29,535
7,884 386
18,613 11,037
50,191 41,158

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 a service to the residents of the Local Council by

maintaining an optimal capital structure to reduce cost of capital.

The Council’s equity, as disclosed in the statement of financial position, constitutes its capital. The
Council’s capital structure is monitored by the Executive Secretary and the Council with appropriate
reference to its financial obligations and commitments arising from operational requirements, In view
of the nature of the Council’s activities, the capital level as at the end of the reporting period is deemed

adequate by the Council.
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HAL-SAFI LOCAL COUNCIL

20.

21.

22.

Fair value estimation

At 31 December 2022 and 31 December 2021, the carrying amounts of cash at bank, other financial
assets, receivables and payables reflected in the financial statermnents are reasonable estimates of fair value
in view of the nature of these mstruments or the relatively short period of time between the origination of
the instruments and their expected realisation.

Prior -year adjustment

A grant receivable amounting to € 28,506 was not reflected in the previous year. A prior-year
adjustment has been reflected against Trade and other payables to decrease deferred income as
disclosed in note 16 to the financial statements, with the corresponding grant being reflected against
Property, Plant and Equipment as disclosed in note 12 to the financial statements. The depreciation
charge in the previous year was not affected since such assets relate to Assets Under Construction.

The effect of the restatement of the financial statements for the year ended 31 December 2021 is
surnmarized below:

As previously stated | As re-stated Difference
€ € €
Effect on Statement of
Financial Position
Property, Plant and Equipment 400,264 371,758 28,506
Trade and other payables 99,346 70,840 (28,506)

Events after the reporting date

No adjusting or significant non-adjusting events have occurred between the reporting date and the date of
approval of the financial statements 14% June 2023 by the Council Members.
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Parker Russell Turner

CERTIFIED PUBLIC ACCOUNTANTS & AUDITORS

HAL-SAF! LOCAL COUNCIL
INDEPENDENT AUDITORS’ REPORT

To the Auditor General

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Hal-Safi Local Council, set out on pages 2 to
29 which comprise the statement of financial position as at 31 December 2022, the
statement of comprehensive income, and notes to the financial statements, including a
summary of significant accounting policies.

In our apinion, the accompanying financial statements give a true and fair view of the
financial position of the Local Council as at 31 December 2022, and of its financial
performance and cashflows for the year then ended in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union (EU).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statement section of our report. We are
independent of the Local Council in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code)
together with the ethical requirements that are relevant to our audit of the financial
statements in accordance with the Accountancy Profession (Code of Ethics for Warrant
Holders) Directive issued in terms of the Accountancy Profession Act (Cap. 281) in Malta,
and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Other matter

The financial statements of Hal-Safi Local Council for the year ended 31 December 2021,
were audited by another auditor who expressed an unmodified opinion on those
statements on 10 August 2022. We had to place a certain degree of reliance on balances
brought forward.

Responsibilities of those charged with governance for the financial statements

As described on page 1, the Executive Summary and the members of the Local Council
are responsible for the preparation of the financial statements that give a true and fair view
in accordance with IFRS as adopted by the EU, 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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Parker Russell Turner

CERTIFIED PUBLIC ACCOUNTANTS & AUDITORS

HAL-SAFI LOCAL COUNCIL

INDEPENDENT AUDITORS’ REPORT

Responsibilities of those charged with governance for the financial statements
(continued)

In preparing the financial statements, the Executive Summary and the members of the
Local Council are responsible for assessing the Local Council’s ability to continue as a
going concemn, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless there is the intention to liquidate the Local
Council or to cease operations, or has no realistic alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

o 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 Local Council's internal control.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

» Conclude on the appropriateness of the management’s use of the going concermn 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

Local Council's ability to continue as a going concem.
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Parker Russell Turner

CERTIFIED PUBLIC ACCOUNTANTS & AUDITORS

HAL-SAFI LOCAL COUNCIL

INDEPENDENT AUDITORS’ REPORT

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor's repott to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the Local Council to cease to continue as a going concern.

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

We communicate with those charged with govemnance 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 authorised to sign on behalf of Parker Russell Turner on the audit resulting
in this independent auditors’ report is Mr. Arthur Douglas Turner.

Arthur Douglas Turner — Partner
On behalf of Parker Russell Turner

“Parker Russell Turner”,
13, Curate Fenech Street,
Birzebbugia

Malta

15 June 2023
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