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The Mayor

Marsaxlokk Local Counci

2, Triq Vittorjo Cassar,
Marsaxlokk MXK

Qur ref PC/mf/137325
9 July 2025

Cear Sir,

Financial statements for the year ended 31 December 2024

During the course of our audit for the year ended 31 December 2024, we have reviewed the

accounting system and procedures operated by your Marsaxlokk Local Council. We set out in this

report the more important points that arose as a result of our review.

1.1

1.2

1.4

1.5

Previous management letter
Fixed assets

We again noted deficiencies in the fixed asset register (refer to notes 2.3, 2. and 2.5).

Pre-regional LES debtors

We have once again noted an issue with respect to pre-regional LES debtors (refer to note
3.1).

Garnishee order

The garnishee order is still recorded in the books of account (refer to note 3.3).

Accrued income

We have noted once again issues with respect to accrued income (refer to note 3.5).

Cash and cash equivalents

We have once again noted an issue with respect to the cash reconciliation procedures
(refer to note 4.1).
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Q Grant Thornton

1.6

1/

1.8

1.9

1.10

2.1

2.2

Trade creditors

We again noted that the council did not obtain supplier statements from all its suppliers
(refer to note 5.1). Furthermore, the council failed to reconcile the creditors [ist with the
council’s books of account (refer to note 5.3).

Long-outstanding creditors

The council’s books of account still include long-outstanding creditors (refer to note 5.5).

Accrued expenses

We again noted unrecorded expenses during the year under review (refer to note 5.11).

Income

We recommend that the council raises the issue of the Joint Committee with the
Department for Local Government and ensures that the committee is liquidated (refer to
note 6.1).

Further, we have noted an issue of the funds received recorded as government income
(refer to note 6.4).

Expenditures

We again noted expenses recorded in the incorrect account (refer to note 7.1).

Fixed assets
Upkeep of fixed asset register

As pointed out in our prior years’ management letters, the fixed asset register must at least
include the following details:

i.  Supplier details

ii. Assetdescription

iii. Invoice number

iv. Amount

v. Invoice date

vi. Asset tag code (where applicable)
vii. Location of asset

viii. Depreciation and rates

ix. Grants received

We suggest that the council updates its fixed asset register, classification and categorises
assets appropriately. This will ensure the appropriate treatment of depreciation, grants and
hence net book value. It will also enable identification of the assets concerned and thus the
council can maintain control over its assets by carrying out physical inspections.



Q Grant Thornton

2.3

2.4

2.5

2.6

Reconciliation of additions in financial statements and asset register

Whilst testing fixed asset additions we noted that amounts included in the fixed asset register
do not agree to amounts noted in the unaudited financial statements. The following is a
summary of the differences:

NBY in unaudited NBY in fixed

Asset category financial statements  asset register  Difference
€ € €
Assets under construction 100,111 106,250 (6.138)
New urban improvements 48,826 (11,203) 60,029
Construction 1,772 74,246 (72,474)
Computer equipment 2,775 8,562 (5,787)
Office equipment 16,990 1,203 5,787
Total 170,474 189,058 18,584

The council failed to provide an explanation for the above-mentioned differences. The council
should ensure that the fixed asset register agrees to the trial balance. Any variance between
the assets disclosed in the financial statements and the fixed assets register need to be
investigated and addressed accordingly.

ncluded with assets under construction, is the below item that was capitalised in 2021. Upon
further inquiry with the council, we noted that the council could not trace the asset in the

fixed asset register in order to pass the correct adjusting entry. The omount remains to be
part of the asset under construction.

Account Details Amount
7552 Community centre premises 22,697.41

The above outlines, that the depreciation on the above asset is not being accounted for
hence assets are overstated. To this end we have qualified our opinion.

The fixed asset register includes a balancing item under 'New Urban Improvements'
amounting to €32,483.68. Upon further inquiry, we were informed that the asset was
recorded as an attempt to reconcile the fixed asset with the trial balance back in 2022.

We recommend that the council should ensure timely reconciliation of the fixed asset register
with the council’s book of accounts and ensure that there is proper monitoring on the asset
under construction account.
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3

3.1

3.2

3.3

3.4

35

3.6

Receivables
Pre-regional LES debtors

We obtained report 622 generated from the Loqus system and noted that tribunal pending
payments as at 31 December 2024 were €73,444, compared to an amount of €75,994
reported in the financial statements. This results in a difference of £2,550 for which the
council did not provide us with any explanation. We did not propose an audit adjustment to
account for these LES debtors because it has no effect on the financial statements since
LES debtors are carried at nil value following a provision for doubtful debts for the same
amount.

We recommend that the council takes the matter up with Logqus to determine what the
correct balance is and then considers whether an adjustment should be passed in the
council’s books.

Garnishee order

As noted in our previous management letter, other debtors include an amount of £2,808
with respect to a garnishee order dated 2008. The latter was served to the council by Dr
Gaetano. In our previous management letters, we noted that the executive secretary
informed us that it was released by the Joint Committee in 2014. If the garnishee order was
released, it should have been adjusted for in the council’s books of account.

We strongly advise the council to investigate the matter and verify whether the garnishee
order was released. Once established and supported by documentary evidence, the
council should adjust its books of account.

Accrued income

During our testing of revenue, we noted that the council failed to record accrued income
amounting to €14,793. An amount of €2,333 pertains to the remaining receivables from the
Department for Local Government for the gym project whereas the remaining balance of
£12,460 pertains to the cultural activities grant. We proposed an adjustment to record the
accrued income as of 31 December 2024. The council included this adjustment in the final
set of financial statements.

The council should endeavour to compute accrued income as accurately as possible so
that income is recorded in the correct financial period based on the accruals concept of
accounting. We also recommend that the council distinguishes between accrued income
and debtors to correctly disclose assets in the financial statements.

Cash and cash equivalents

During our audit procedures on cash and cash equivalents, we noted that included in the
bank reconciliation of account 43694110011 are stale cheques amounting to €11,358.68. We
have proposed an audit adjustment to reverse the amounts against creditors. Our proposed
audit adjustment was approved by the council and reflected in the audited financial
statements.
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4.2

5.1

5.2

5.3

b4

5.5

It is important that the council investigates any ‘stale’ cheques to determine why they were
not encashed. If the cheque s unlikely to be cashed or has been replaced, the amount
should be reversed against the respective expense or creditor after approval by the
council.

Trade and other payables
Supplier statements

The council did not obtain monthly statements from all of its suppliers. Memos issued from
time to time by the Department of Local Government specifically state that the council
should obtain monthly statements from all suppliers.

We recommend that the council obtains monthly statements from all suppliers in order to
ensure proper recording of creditors in the council’s ledgers. This will highlight any
discrepancies between amounts recorded in the ledger and amounts in suppliers’
statements.

Trade creditors reconciliation

According to the Local Council’s creditors’ list as at 31 December 2024, trade payables
amount to €138,160. The balance disclosed in the trial balance provided by the Local
Council amounts to €136,060, that is o difference of €2,100. The Local Council failed to
provide an updated creditors’ list tying up to the books of account. This has been a
recurring difference since the prior years.

We recommend that the Local Council reconciles the creditors’ list with the creditors’
control account. Records and ledgers should be reconciled as necessary to ensure that
differences are identified and resolved in a timely manner.

Long-outstanding creditors

The council’s creditors’ list includes the following balances which have been outstanding for
more than one year:

Creditor €
Adrian Caruana 76.70
AIM Enterprises 5,680.22
Branded Juice 349.37
Cutajar Busuttil Accounts 490.68
Everest Malta Limited 3,327.98
Ghaqda Pitoteknika 11 ta Frar 2,100.00
Lesa 187.52
Lia & Aquilina Advocates 493.68
Rovic lronmongery 5,664.00
T™M lronmongery b41.36

18,811.41
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8.6

5.7

5.8

We recommend that the council reviews the amounts and, either settles it if still due, or else

iii.

reverses it after having obtained approval from the council. Furthermore, decisions and
discussions regarding these balances should be minuted during the council meetings.
Alternative procedures on creditors

When performing alternative procedures on the balance due to creditors by verifying
payments ofter year-end and outstanding invoices, we identified the below differences:

Amount in Payments after
council’s books year end and
of account Outstanding
Supplier invoices  Difference  Note
€ € €
Regjun Nofsinhar 65,842 62,494 3,348 it i
Nexos Street Lighting 9,609 7,206 2,403 iii.

Whilst comparing amounts recorded by the council and amounts provided by the
Region we noted that an amount of €11,504 was overstated due to an invoice being
recorded twice. We have proposed an audit adjustment to reverse the additional
invoice. Our adjustment was approved by the council and reflected in the audited
financial statements.

Furthermore, we also noted an amount of €8,156 issued by the Region for waste rejects
which was not approved by the council and hence invoice was not recorded in the
books of account. Upon further enquiry to the council, we were informed that no clear
guidance was available on the amount recharged and such recharges were not
included in the waste circular issued by the Department for Local Government.

A difference of €2,403 was identified between the councils books of account and
payments made after year end to Nexos Street Lighting. Upon further checking, we
noted that the difference pertained to an invoice mistakenly recorded twice. This was
confirmed by the accountant and an adjustment was passed to reverse the payable.
The adjustment was correctly included in the audited financial statements.

The above situations highlight the importance of reconciling creditors’ balances to

suppliers’ statements. Thus, once again we recommend obtaining suppliers’ statements on
a monthly basis and reconciling immediately in order to identify any discrepancies

promptly. We suggest that all differences identified are investigated and adjusted
accordingly.
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5.9

5.10

5.11

512

6

6.2

6.3

o4

Income from grants on capital projects

Included with other creditors is an amount of €62,256 for grants received in prior years for
the Dog Park project. We noted that the council failed to obtain an extension agreement for

this capital project. The previous agreement stated that all works should be completed by
July 2024,

We recommend that the Local Council obtains the extension agreement as this will
establish the rights and obligations of each party.

Accrued expenses

During our accruals’ testing, we noted that the council did not accrue for the performance
bonus of the Executive Secretary amounting to €3,937.97 and Christmas light expense
amounting to €4,899.36 . Audit adjustments were proposed to increase the expenses and
accruals. Our audit adjustments were reflected in the audited financial statements.

The council should make adequate provisions for accrued expenditure so that it is recorded
in the correct accounting period. We recommend that the council evaluates all accruals for
reasonableness before closing off the books of account.

Income
Joint Commitiee

We noted that the Zejtun Joint Committee, of which Marsaxlokk Local Council formed part
up to 31 August 2011, has provided audited financial statement for the year ended 31
December 2015.

We have obtained the last audited financial statements of the Zejtun Joint Committee and
noted that the reserves of the committee only amount to €2,672. To this end our audit report
was not qualified as the amount to be divided between all committee members would not
be material.

Nevertheless, we recommend that the council raises this issue with the Department for Local
Government and ensures that the joint committee is liquidated, and that the council
receives any further income that may be due to it.

Government income

During 2024 the council received an amount of €19,112 for the purchase of office equipment,
from the Directorate for Local Government, Strategy and Policy Implementation and
recorded the amount as ‘other government income’. The council also received €6,999 for
the outdoor gym project, which was likewise recorded as ‘other government income’. An
audit adjustment was proposed to treat the funds received as grant utilised for property,
plant and equipment, considering that the funds were used for this purpose. The council
approved our proposed audit adjustment, and this was reflected in the audited financial
statements.
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6.b

7.1

7.2

7.3

7.4

8.2

We recommend that the council should revisit the classification and treatment of funds
received to ensure compliance with proper accounting standards. Specifically, funds
should be assessed to determine whether they meet the grants related to assets, or
government income. This will help ensure that financial statements accurately reflect the
nature and purpose of the funds, thereby enhancing transparency and accountability.

Expenses
Allocation of expenses

During our testing on expenditure, we noted that the council erroneously classified an
amount of €20,288 for the community services official with operations and maintenance
instead of administrative expenses. An audit reclassification was proposed to reclassify the
above and this was reflected in the audited financial statements.

We recommend that the council allocates expenditure to the appropriate accounts so that
the expenses of the council are properly reported.

Penalty

During our review of the council’s financial records, we noted that a penalty amounting to
€1,600 was incurred in previous years and only recorded in the books of account during the
current financial year. The penalty was imposed by the Environment & Resources Authority
(ERA) due to unauthorised interventions on two Ficus trees, in violation of Regulations on
the Protection of Cigars and Woods. According to the council, the two trees were causing
damage and danger to pedestrians utilising the adjacent pavement since the roots were
constantly heaving the adjacent pavement. However, this justification was not accepted by
ERA, and the council proceeded to settle the penalty.

We recommend that the council enhances its procedures for managing risks. This includes
consulting with the appropriate authorities prior to initiating interventions that may offect
protected areas.

Financial statements
Presentation of financial statements

The council is required to prepare financial statements in conformity with International
Financial Reporting Standards (IFRS). During our audit, we identified that the council’s

unaudited financial statements needed updates and further corrections in accordance with
FRS.

We recommend that the council gives more attention to the preparation of the financial
statements. The required updates and corrections have been amended in the audited
financial statements.
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9 Liquidity position
Going concern

9.1 The council has a negative liquidity position of €568,671. In arriving at this amount, we have
excluded deferred income from current liabilities and prepayments from current assets.
Furthermore, the council has been incurring losses since 2021.

92  Werecommend that the council takes immediate remedial action to improve the liquidity
position as required by the Financial Procedures, 1996. The council should try its utmost to
curb recurring and capital expenditure falling in its functions, but without negatively
impacting the long-term feature of the locality.

Conclusion

We would like to point out that the matters dealt with In this report came to our notice
during the conduct of our normal audit procedures which are primarily designed for the
purpose of expressing an opinion on the financial statements of the council. In
consequence our work did not encompass as detailed review of all aspects of the system
and cannot be relied upon necessarily to disclose defalcation or other irregularities or to
include all possible improvements in internal control that a more extensive special
examination might develop.

We would like to take this opportunity to thank Ms Tiffany Abelo, Ms Caroline Desira and
their staff for their co-operation and assistance during the course of the audit.

Yours faithfully,

Gﬁmtf? TlOn\JDOt\/
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Local Council Marsaxlokk

Statement of Local Council Members® and Executive Secretary's Responsibilities
for the year ended 31 December 2024

The {nca Councls (Foancial) Regulations require the Execulve Secrelary o prepare a detaled arnual
aurimslratve repart winch incluges a stalemenl of comprenensive income for the year. and of the Council’s
retaired funds at the end of year. By virlue of the same regulations it is the duty of the Local Council and
the Executive Secretary to ensure that the fmancial stalement forming parl of the repon present fairly, n
accardance with the accounting pohcies applicable to Lacal Councils, the ncome and expenditure of the
Lecal Councl for the year and iis retained funds as ot the year end, and thal they comply with the Act,

the Lacal Council {Financial) Regulations. and the Local Council {Financial) Procedures 1ssued n
farms of the sait Act

e Executive Secreiary s responsible tc mantain a continuous intemal control 1o ascertain that the
accounting recording and other financial operations are jroperly conducted n accordance with the Local
Councids Act. Local Councl {Financial) Regulations, and the Local Councils (Financrall Procedures Thg
Executve Secretary is also responsible for safeguarding the assets of the company and hence for iaking
reasonable steps far the pravaation and detaction of fraud and other irregulariies

This stalemen was approved by she Couneil on 9! July 2025 and signed on s behalt by

Ly irech

MMavor

i

T ¢ SevTelary

CBA



Local Council Marsaxlokk

Statement of Comprehensive Income
for the year ended 31 December 2024

Funds received fram Central Government
Income raised under Local Enforcement System
General Income

Expenditure

Personal emoluments
Operations and maintenance
Admuinistration and other expenditure

Operating loss for the year

Finance income

Loss for the yaar

CBA

Notes

bW

2024

476,408
5.391
33.956

515,755

(172,571}
(239.928)
(196,287)

{608,786)

{93.031)

{93.031)

2023

476,752
3.336
25.009

506,007

(161,407)
(239,214)
(217,233)

(617,854}

(112,757)

24

(112,733)
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Local Council Marsaxlokk

Statement of Financial Position
for the year ended 31 December 2024

ASSETS Noles
Non-current asseis

Property, plant and aquipment 11
Current Assets

Receivables 12
Cash and cash equivalents 13
Total current assets

Total Assets

Reserves
Retained earnings

Current Liabilities
Trade and olther payables 14

Total equity and liabilities

by

S rech
yor

CBA

2024 2023

€ €
162,269 130 496
24 462 47 982
180,710 211873
205172 259,555
367.431 390 051
102.690 195721
102.680 195721
264.741 194 330
264741 194 330
367 431 390.05%




Local Courcil Marsaxlokk

Statement of Changes in Equity
for the year ended 31 December 2024

Retained Total
Funds

€ €

At 1 January 2023 308,454 308.454
Loss for the year (112,733) (112,733}
At 31 December 2023 195,721 195,721
At 1 January 2024 195,721 195,721
Loss for the year (93,031) {93.031)
At 31 December 2024 102,690 102,690

|

CBA



Local Council Marsaxlokk

Statement of Cash Flows
for the year ended 31 December 2024

Net loss for the year

Reconcibialion to cash generaled from operations
Amortisation and Deprecation
Interesl received

Operating deficit before working capital changes
Decrease m recevables
Increase in payables

Increase in other payables

Cash generated fromi{used tn) operating activilies

Cash How from investing activities
Intarest receved

Purchase of property, plant and equipment
Granis received

Cash used in investing activibas

Net decreasae in cash in the year

Cash and equwvalents at beginning of year

Cash and equivalents at end of year

CBA

2024
€

(93,031}
30,871

(62.160)
23.520
64,261

6,150

(209.966)
147,332

31771

(62.634)

{30,863)

211573

180,710

2023
€

(112.733)

48014
(24)

{64,743)
16,159
8,237

2217

24
{37.070)
5.853

(38.130)

(31,183)

(69.323)

280,896

211,573



Local Council Marsaxlokk

Notes to the Financial Statements
for the year ended 31 December 2024

CBA

General information

The Marsaxlokk Local Council is the local authonity of Maita set up in accordance with the Local
Councils Act {1993). The office of the Local Council is situated at 2, Triq Vittorio Cassar,
Marsaxlokk These financial slatements were approved for issue by the Council Members on g
July 2025, The Local Council's presentation as well as functional currency is €,

Material accounting Policies and Reporting Procedures

The materal pnncipal accounting policies applied in the preparation of these financial statements
are set out below These policies have been censistenlly apphed to all the years presented, unless
otherwise stated

Accounting convention

These financial statements are prepared under the historical cost convention, as modified to
inciude fair value where il ts stated in the accounting policies below. Thase financal statements
are prepared in accordance with the provision of the Local Council Act Cap. 363, the Financiat
Regulations 1ssued in terms of this Act and the Local Council (Financial) Procedures 1996 enacted
in Matlta and with the requiremenits of the International Financial Reporting Standards (IFRS)

These financial statements have been drawn up in accordance with the policies and reparting
procedures prescribred for Local Council in the Financial Regulations 1ssued by the Minister of
Finance 1n conjunction with the Minister responsible for Local Govemment in terms of section 67
of the Local Council Act (Cap. 363)

New or ravised Standards or Interpretations

New standards adopted as at 1 January 2024

Some accounting pranouncements which have become effective from 1 January 2024 and have
therefore been adopted are:

« Classification of Liabilibes as Current or Non-current (Amendments to 1AS 1)
* Lease Liability in a Sale and Leaseback (Amendments to IFRS 16)

» Supplier Finance Arrangements (Amendments to IAS 7 and IFRS 7)

* Non-current Liabililies with Covenants (Amendments to IAS 1)

These amendments do not have a significant impacl on these financial stalements and therefore no
disclosures have been made



Local Councit Marsaxlokk

Notes to the Financial Statements
for the year ended 31 December 2024

CBA

Material accounting policies and Reporting Procedures (cont'd)
New or revised Standards or Interpretations {(cont'd)

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

Al the date of authonsation of these financial statements, several new, but not yel effective, Standards
and amendments to existing Standards. and Interpretations published by the IASB or IFRIC include

- Lack of Exchangeability (Amendments to 1AS 21)

« Amendments to the Classification and Measurement of Financial Instruments {Amendments
10IFRS9and 7)

= IFRS 18 ‘Presentation and Disctosure in Financial Statements’

+ IFRS 19 ‘Subsidianes without Public Accountability: Disclosures

None of these Standards or amendments to existing Standards have been adopted early by the
Council. The Council anticipates that all retevant pronouncements will be adopted for the first period
beginning an 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 financral statements in the period of initial application and therefore no disclosures have baen
made. The Counail will assess the impact on disclosures from the initial adoption of IFRS 18. IFRS 18
wiil be effective for annual reporting penods beginning on or after 1 January 2027 The Council is not
expected to early adopt this new standard

Accounting policies and Reporting Procedures (cont'd)

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated deprecation and impairments
iosses o date. Deprecation is calculated on a monthly basis using the straight line method at rated
calcutated 1o wrte off the cosls of each asset over its expected useful life as follows:

Land 0

Trees 0

Buildings 1

Office furniture and fithngs 7.5-100
Construction works 10 - 100

Urban improvements (streel furniture) 10 - 100

Spectal projects 10 - 100

Oftice equipment 20-100

Motor vehicles 20 - 48

Plant and machinery 20 - 100

Computer equipment 25 - 100

Ptants 100

Litter bins Replacernent Basis
Playground furniture 100

Traffic signs Replacement Basis
Road signs Replacement Basis
Straet mirrors Replacement Basis
Street lights 100

7



Local Council Marsaxiokk

Notes to the Financial Statements
for the year ended 31 December 2024

CBA

Material accounting policies and Reporting Procedures (cont'd)
Property, plant and equipment (cont'd)

Up to the year ended 31 December 2017, deprecation was calculated on a monthly basis using
the reducing balance method at rates calculated to write off the cost less residual value of each
assel over its expected uselul life according fo IAS 16 Property, Plant and Equipment. On 1
January 2018, the straight line method in line wilh IAS 16, has adopted. in line with Directive No
1/2017 issued by the Department for Local Government. This is 3 change in accounting estimate,
and according to IAS 8 Accounting Polictes, 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 n determining operating profit. The residual
values and useful lives of the asset are reviewed and adjusted as appropriate, at each end of the
reporting period. The carrying amount of an asset 1s written down immediately to its recoverable
amount if the carrying amount of the asset is greater that its estimated recoverable amount.

Subsequent costs are included in the carrying amount of the asset or recognised as a separate
assel, as appropnate, only when it 1s probable that future economic benefits associated with the
itern will flow to the company and the cost of the itlem can be measured reliably. All other repairs
and mainlenance are charged to the statement of comprehensive income during the financial
period n which they are incurred.

Related parties

Related parlies are those persons or bodies of persons having relationships with the council as
defined in IAS 24

Revenue

Revenue in general is stated when there is reasonable cerlainty thal the income would be
receivable and thus can be accrued for other income such as that derived from the organization of
courses, cullural, sporting and sacial is only recognized on a cash basis. Interest income from
financial assets is recognized when it is probable that the economic benefits will flow to the
Council and the amount of income can be measured reliably

Local enforcement system

Up till August 2011, the Counci! used to manage the local enforcement system n 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 the local
enforcement system and the Council i1s receiving a 10% administration fee on every fine paid at
the councilt. As from October 2015 LESA took over the administration of the local enforcement
system



Local Council Marsaxlokk

Notes to the Financial Statements
for the year ended 31 Deceamber 2024

CBA

Material accounting policies and Reporting Procedures {cont'd)
Government grants

Government granls relating to operating expenditure are recognized in the statement of
comprehensive income in the same penod 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 rom the carrying amount of the relative
non-current asset

Up to the year endad 31 December 2017, government grants were accounted for using the
income approach according 10 IAS 20 Accounting for government grants and disclosure of
government assislant. On 1 January 2018, the capital approach, according to 1AS 20, has been
adopted, in hne with the directive No, 1/2017 issued by the depariment for local government. This
1s a change in the accounting policy, and according to IAS 8 Accounting polictes, changes in
accounting estimates and errors it has been accounted for retrospectively.

Profits and losses

Only losses that were realised at the date of the slatement of financial position are recognised in
these financial statements. All foreseeable liabiliies 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 financial statements are approved.

Cash and equivalents

Cash and cash equivalents are camed in the statemenl of financial posilion. For the purposes of
the cash flow statement, cash and cash equivalents compromise cash in hand and balances heid
with banks

Financial Instruments

Recognition and derecognition

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

Financial assels are derecognised when the contractual rights to the cash flows from the linancial
asset expire, or when the financial asset and all substanhal risks and rewards are transferred. A
financsal liabilty is derecognised when it is extinguished, discharged, cancelled or expires



Local Council Marsaxlokk
Notes to the Financial Statements

for the year ended 31 December 2024

Material accounting policies and Reporting Proceduras (cont'd)

Financial instruments (cont'd}
Classification and initial measurement of financlal assets

Except for those trade receivables that do not contain a signiticant financing component and are
measured at the transaction price in accordance with IFRS 15, ait financial assets are wtially
measured at fair value adjusted for transaction costs {where applicable).

Financial assets are classified into the following categones

» amortised cost,
« fair value through profit or loss (FVTPL), or
» {air value through other comprehensive income (FVOCI}.

The Local Council does not have any financial assets categorised as FVTPL and FVOC! in the
penods presented

The classification is determined by both:
- the entity’s business model for managing the financial asset: and
- the contractual cash flow characieristics of the financial asset

All income and expenses relating to financial assets that are recognised in profit or loss are
presented within 'finance costs', ‘finance income’ or ‘other financial items'

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 nol designated as FVTPL):

= they are heid within a business model whose objective i to hold the financiat assets and collect
its contractual cash flows, and

» the contraciual terms of the financial assets give nse to cash flows that are solely paymenis of
principal and interast on the principal amount outstanding

After initial recognition, these are measured at amortised cosl using the effective interest method.
Discounling is omilted where the effect of discounbng is immaterial. The Local Council's cash and
cash equivalenls, and mosl receivables {all into this category of financial instruments.

CBA
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for the year ended 31 December 2024
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Material accounting policies and Reporting Procedures {cont'd)
Impairment of financial assets

IFRS 9's impairment requirements use forward-looking information 1o recognise expected credit
losses - the 'expected credit loss (ECL} model'. Instruments within the scope of the requirements
ncluded loans and other debt-type financial assels measured at amortised cost and FYOC!, trade
receivables, contract assels recognised and measured under IFRS 15 and ioan commitments and
some financial guarantee contracts (for the issuer) that are not measured at fair value through
profit or [oss.

The Local Council considers a broad range of information when assessing credit sk and
measunng expected credit losses, including past events. current conditions, reasonabile and
supporiable forecasts that affect the expected collectability of the fulure cash flows of the
instrument

In applying this forward-looking approach, a distinction is made between

+ financtal 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 detenorated significantly in credit quality since initial recognition
and whose credit nsk is not low (‘Stage 2')

Slage 3' would cover financial assets thal have objective evidence of impairment at the reporling
date

“12-month expected credil losses’ are recognised for the first category while "fetime expected
credil losses’ are recognised for the second category.

Measurement of the expected credit iosses 15 determined by a probability-weighted estimate of
credit losses over the expected bfe of the financial instrument

Classification and measurement of financial liabilities

The Local Council's financial liabilittes include trade and other payables

Financial iabilibes are inihally measured at fair value. and. where applicable, adjusted for
transactton cosis unless the Local Councii designates a financial liability at FVTPL

Subsequently, financial liabilities are measured at amortised cost using the effective interest
method except for derivatives and financial kabilities designated at FVTPL. which are carried
subsequently at fair value with gains or losses recognised in profit or loss (other than denvative
financial instruments thal are designated and effective as hedging instruments)

All interest-ralated charges and. if applicable. changes in an instrument’s fair value that are
reportad in profit or loss are included within ‘finance costs’ or ‘finance income’

11
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Material Accounting policies and Reporting Procedures (cont'd)

Critical accounting estimates and judgements

Estimales and judgements are continually evaluated and based on hislorical experience and other

factors including expectant of fulure events that are believed to be reasonable under the
crcumstances.

In the opinion of the Council, the accounting estimates and judgements made in the course of
prepanng these financial statements are not difficult. subjective or complex to a degree which

wouid warrant their descnplion as cribcal i lerms of the requirements of IAS 1.

Capital management policies

The Council's objectives when managing capital 1s to safeguard the Council's ability to continue as
a going concern, so that it can continue to provide services and benefits to its focal community.

The Council sets the amount of caprtal in proportion to risk. The Council manages the capital
structure and make adjustments to within the lights of changes in economic conditions and the risk

characteristics of the underlying assets.

The Council monitors capital on the basis of the debt-to-adjusied capital rato, The ratio 1s

calculated as net debt + adjusted capital Net debt is calculated as total debt (as shown in the
staternent of financial posilion) less ¢ash and cash equivalents. Adjusted capital comprises of

retained earnings.
Funds received from Central Government

2024
€

in terms of section 55 of the Local Council Act 439 659
Other Government Income 36.749

476.408

Local enforcement income

2024

Income for LES administration fees 5,391

539

2023
€

401,912
74.840

476.752

2023

3.336

3,336

12
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Notes to the Financial Statements
for the year ended 31 December 2024

5. Finance income

2024 2023
€ €
Bank interest . 24
- 24
6. General income
2024 2023
€ €
Income from courses 80 1.680
Contnbutions 8,780 2,260
Income from permits 25,086 21,069
33,956 25009
7. Loss for the year
2024 2023
€ €
Loss for the year is stated after charging:
Staff salanes 172571 161,407
Deprecation of non-current assels 30,871 48,014
13
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Local Council Marsaxlokk

Notes to the Financial Statements
for the year ended 31 December 2024

Perscnal emoluments

Mayor's honorana

Mayor's & councitlors’ allowance
Executive secrelary salary and allowances
Employees’ salaries

Social secunty contributions

Operations and maintenance

Repairs and upkeep

Public property

Road/street pavements

Signs and road markings
Road & street patching

Office furniture and egupment
Plant & equipment

Sundry repairs

Other repairs and upkeep
Council property

Contractual services

Refuse collection

Bulky refuse collection

Tipping fees

Hire of open skips

Road & street cleaning

Cleaning & maintenance of non-urban roads
Cleaning - public conveniences
Cleaning - councit premises

Waste disposal

Cleaning & maintenance parks & garden
Cleaning & maintenance sofl areas
Street lighting

Office equpment rent

Local enforcement expenses

Other contractual services

2024

€
13,730
9,400
35,541
102,746
11,154

172,571

2024
€

4,520
321
979

6,049
144

35
231

1.775

20,054

34.508
9,765
99,590
425
56,840

1,378

659
15,820

789

219.874

239,928

2023

€
13.479
10,282
6.926
120.616
10,104

161.407

2023
€

9,665
3,930
2,292
2,198

155
868
755
5,020

24,883

11,115
10.417
50.419
3.598
76,465
1.430
12,576
70
16.117
5.182
3712
20,764
201
505
1.760

214331

239,214

14
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Notes to the Financial Statements
for the year ended 31 December 2024

10. Administrative and other expenditures

2024 2023

€ €

Utilihes 10.628 12,430
Uniforms 1,283 29
Sundry matenals & supplies 6,992 7.639
Rent 11,187 8.000
Parucipation fee — Nat. Mlg 1,400 2,522
Printing - 2,604
Slationery 10,470 7.162
Couriers 1.899 1.251
Postages 12 146
Transport 8,874 7,918
Information services 9,161 8,204
Insurance coverage 5.252 7,967
Bank charges 927 926
Penaltias 1,623 ‘
IT development services 4,386 7,990
Legal services 4,948 19.204
Accounting services 5.888 6,207
Professional services 4,555 9,692
Other supporl services 25,167 19,366
Entertainment 100 480
Other hospitality costs 245 225
Social events 50,419 39.257
Amortisation and deprecation 30,871 48,014
196,287 217,233

15
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Notes to the Financial Stalements

for the year ended 31 Decambar 2024

11. Property, plant and equipment

Cost
AL 1 January 2024
Addilions

Al 31 Decernber 2024

Grants

AT January 2024
Government grants cusfent
year

At 31 Decembar 2024
Dapracation

Al 1 January 2024
Charge tor Ihe year

Al 31 December 2024

Nel book values
Al 31 December 2124

CBA

Mator
Vahicle
€

55,556
55,556
070
1370

32,295
4.916

3ran

BTG

Property

57,633

57,633
44232

44 222

12.44

Construction
Works

€

1,482,883
1.466

1,485,349

760.813

714,104
3,682

722,766

11713

HNow
Streel
Signs

€

22,498
6,750

29.248

22498
6,750

29.248

Urban
Improvamanis
€

465,105
134,045

599.150

366.638
1315.888

485,526

90.373
(1.437)

68.936

24688

Plant and
Machinary

17,642

17,642

16.801
3

17.144

498

Office &
Computer
Equipment
€

136.091
13,655
$49.746

35,305
19112

65242
8435

TAGTT

652

Office
Furniture
& Fittings

9

108 409
108 409
59.474
59 174
35178
2202
37 380

11.555

Asaets undor
tanstruction

€

5,262
54.050

119,342

7.533

91332

16,865

102,477

Total

2412 109
209 966

2622015

1.304 162
HT 332

1451 494

977451
ER-Tal

5,008 322

162,259
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Notes to the Financial Statements

for the year ended 31 Decembor 2024

11 Property, plant and equipment

Cost
A1 January 2023
Addnions

Al 31 Decombar 2023
Grants

Al 1 January 2023
Government grants cumeng
year

At 31 December 2023
Qeprecation

At 1 January 2023

Charge for the year

Al 31 Dacembaer 2023

Net book values
Al 31 Decemnber 2023

CBA

Motor Property  Conatruction Now
Vehicle Works Street
Signs.
€ € € €
55.556 57.613 1,483,883 14,554
- - - 7.844
58,556 57633 482,883 22,498
170 44,232 60810
10,170 44,232 760.810 -
27378 B0 698,021 14 554
4915 . 16,083 7944
32,265 960 114,104 22408
13091 12.441 4.869 -

Urban Plant and Office & QOffice  Assets under Total
Improvemants  Machinery Computer  Furniture  construction
Equipment & Fittings
€ € L[4 € €
456,826 17,157 138611 108 409 49410 2,375,039
8279 485 4480 - 15,882 37070
465,105 17.642 V36094 168,409 65292 2412109
360.785 55.305 59.474 7.533 +.298 309
5,A53 - 5853
366 538 55305 59474 7.533 1,304 162
81.766 16.310 57474 32993 929.437
8567 49 T 768 2.205 48.014
90,373 16,801 65,242 35178 . 977451
8094 B4 15.544 13757 57.759 130496
17
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Notes to the Financial Statements
for the year ended 31 December 2024

12. Receivabies

CBA

2024 2023
€ €
Receivables 609 6,357
Other receivables 2,808 2808
Accrued income 14,943 35,997
Financial assets 18.360 45,162
Prepayments 6,102 2820
24,462 47,982
Receivables
Receivables are non-interest bearing and are generally 30-days term.
General recewvables are analysed as follows:
2024 2023
€ €
Within credit period 609 6,189
Exceeded credit penod but nol impaired - 168
609 6,357

LES Debtors

LES debtors are stated after a specific provision for doubtful debts amounting to €75,995
(2023: €75,995)

The movement for the provision for doubtful debts is as foliows:

2024 2023

€ €

Batance at 1 January 75,995 94,167
{Decrease) in provision for LES Debtor - (18,172)
75,995 75,995

18
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Notes to the Financial Statements
for the year ended 31 December 2024

13.

14.

15.

CBA

Cash and equivalents

Bank Balances
Cash in Mand

Cash and cash equivalents

Trade and other payables

Payables

Other payables
Accruals

Financial Liabiliies

Deferred income and grants

Capital commitments

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

Approved but not yet contracted for

These could be analysed as follows

(1) Approved but not yet contracted
Urban improvements

Motor Vehicle

2024
€

180,182
528

180.710

2024
€

133,612
63,067
61.162

257.741

7,000

264,741

2024

46,964

46,964

46,964

2023
€

211,045
528

211,573

2023
€

82,571
1,660
47.843

132,074

62,256

194,330

2023

332433

332,433

332,433

18
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Notes to the Financial Statements
for the year ended 31 Decamber 2024
16. Contingent liabilities and contingent asset
The council is sfill discussing a penalty received from the Environment & Resources Authonty to
€ 6,400 (2023: € 6,400). The outcome is uncertain and due to this, the amount has not been
provided for
17. Related party transactions

Ouring the year under review. the Council carried out transactions with the following related

parties’

Name of Entity Nature of relationship
Department of Local Government Significant control
Regional Committee (Local Enforcement) Jomnt controt
Fgura Joint Committee (Local Enforcement) Joint Control
Local Enforcement System Agency No Contraol
Gozo Regional Committee No Centrol
North Regional Committea No Controt
Scuth Regional Committee No Control
South Eastern Regional Commitiee No Conlrol
Central Regional Committee No Control
Public General Head Quarters No Control
Local Councils” Association No Control
Malta information Technology Agency No Control
Malta Communication Authority No Control
Malta Tounsm Authorily No Contro!
Malta Transport Authonty No Control
Department of Lands No Controt
Department of Inland Revenue No Control
Permanent Secretary - Mimistry of Education No Control
Permanent Secretary — Ministry for Family & Social Solidanty  No Control
Bank of Valletta plc No Contral
Airmalia plc No Controf
Jabs plus No Controt
Amns Limited No Controt
Planning Authonity No Control
Environment and Resources Authority No Control
Water Servicas Corporation No Control
Enemalta Corporation No Control
Cleansing Services Department No Control
Director General - Works Division No Cantrol
Waslerserv Malta Limited No Control
Commissioner for Data Protection No Control

CBA
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18.

CBA

The following were the significant transactions carried out by the Councif with related paniies
having significant controt:

2024 2023
€ €
Annual Financial Allocation 439,659 401,912

Key management compensation

Transaclions with key management personne! are disclosed in note 8

Financial Risk Management

The exposure to nsk and the way nsks arises, together with the Local Council's objectives, policies
and processes for managing and measunng these nsks are disclosed in more detail below.

The objeclives, policies and processes for managing financial risks and the methods used 1o
measure such nisks are subject to conbinual improvement and development

Where applicable, any signsfican! changes in the Local Council's exposure to financial risks or
manner in which the council manages and measures these nsks are disclosed below

Where the possible. the Local Council aims to reduce and control nsk concentrations
Concentrations of financial nsk arise when financial instruments with similar characlenstics are
influenced in the same way by changes in economic or other factors. The amount of the risk
exposure associated with financial instruments shanng similar charactenstics is disctosed in more
detall in the notes to the financial statements

2024 2023
€ €
Categories of financial instruments
Financial assets
Racsivables 18.360 45,162
Cash and bank balances 180,710 211,573
199,070 256,735
Financial liabilities
Trade payables and other payables 257 741 132,074
257,741 132,074
34
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CBA

The Councii 1s exposed to credit risk and liquidity nsk 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
secunng the Council's short to medium term cash flows by minimizing the exposure to financial
nsks

The most significant financial risks 1o which the Council is exposed are described below
Market risks

Foreign currency risk

The Council transacts mainly in evro {€) and does not have foreign currency dencminated
financial assets and habiities at the end of the financial reporting penods presented
Consequently, the Council is not exposed to foreign currency risk.

Interest rate risk
The Council is not exposed to interest rate nsk as it has no significant interest-bearing financial
assets and habilities

Credit risk

Financial assets which potentially subject the Local Council to concentrations of credit risk consist
pnncipally of cash at bank and receivables, The Local Council's cash and cash equivalents are
placed with guality financial insbitutions as well as it limits the amount of credit exposure with any
one financial institution.

The recewable balances of the Local Council are mainly composed of balances with government-
related entities. Given the low nsk associated with such entiies, the default nsk is insignificant
Given the fact that this will not result in matenal misstatement, the Local Council did not calculate
anag account for this ‘expected credit loss

The Local Council's exposure to credil nsk s imited to the carmyng amount of financial assets
recogmised at the end of the reporting penod and is summarised as follows:

2024 2023
€ €
Classes of financial assets - carrying amounts
Receivables 18.360 45,162
Cash and cash equivalents 180,710 211,573
199.070 266.735
22
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Liquidity risk

The Council is exposed to liquidity nsk in retfation to meeting future obligations assaciated with its
financial Irabibties, which comprises trade and other payables. Prudent liquidity nsk management

includes maintaining sufficient cash to ensure the avaiiability of an adequate amounil of funding to
meet the Council’s obligations.

Management monitors liquidity risk by reviewing expecled cash flow and ensures that no
additional financing facihties are expected te be required over the coming year, The Counci}
manages its liquidity needs through yearly budgets and business plans by carefufly monitoring
expected cash inflows and outflows on a daily basis,

At ihe end of the reporting period, the Local Council's nel asset posiion amounted lo € 102,690
(2023. €195,721) view of the malching of cash inflows and outflows arising from the expected
maturities of financial instruments. In this respect management does not consider quidity nsk to
the Council as significant taking into account the liquidity management process referred to above

The following table analyses the Council's financial fiabilities into relevant matunty grouping based
on the remaining period at 31 December 2024 to the contractual malurity date. The amounts
disclosed below are the contractual undiscounted cash fiows. Balance due within equal their
carrying balances, as the impact of discounting is not significant

Current Non-Current
Payable Payable Payable Payable Total
Within 1 withun 1&2 Within 2&5 after more
year yaars yaars than 5
years
31 December 2024 € € € € €
Payablas 196,579 . . . 196,579
Accruals 61.162 - - - 61.162
257,741 - - - 257,741
31 December 2023
Payables 84,231 - - - 84.231
Accruals 47,843 . - - 47,843
132,074 - - - 132.074

23
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19.

20.

CBA

With respect to the matunty of the Council's financial liabilities as at 31 December 2024, the
Council discloses that the trade and other payables are entirely repayable within one year from the
end of the respeactive reporting penod.

Fair value estimation

The nominal values less estimated credit adjustments of receivable and payables are assumed to
approximate their fair values, otherwise, these have been adjusted to approximate their fair
valuas

Going concern

The statement of financial position on page 3 and the notes thereto, with special reference to
capital commilments, suggest that the going concern assumption used in the preparation of these
financial statements is dependent on further sources of funds other than the annual financial
allocation by Cenlral Government, on the collection of debts due to the Local Council and on the
continued support of the Local Council's creditors. Any adverse change in either of thase
assumptions above, would not let the Local Council able to meet ifs financial obligations as they
fall due without curtailing its fulure commitment

24
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Grant Thornton Malta

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

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 Marsaxlokk Local Council (the “Local Council”) set out
on pages 2 to 24 which comprise the statement of financial position as at 31 December 2024, and
the statement of comprehensive income, statement of changes in equity and statement of cash

flows for the year then ended, and notes to the financial statements, including a summary of
material accounting policies information.

In our opinion, except for the effects of the matters described in paragraph under 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 2024, and of its financial
performance and its cash flows for the year the ended in accordance with International Financial
Reporting Standards {IFRSs) as adopted by the European Union (EU), and have been properly
prepared in accordance with the requirements of the Local Councils Act Cap. 363, the Financial
Regulations issued in terms of this Act, the Local Councils (Financial] Procedures 1996 (the
“Legislation”).

Basis for qualified opinion

The council’s property, plant and equipment include an amount of £22,697 representing assets
under construction. The asset was capitalised in previous years and the council confirmed that it
will not be completed. Consequently, we were unable to verify the completeness of the property,
plant and equipment.

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 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 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 for 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.

25
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Emphasis of matter

We draw attention to the council’s Statement of Financial Position on page 3 which shows that ot
31 December 2024 the council’s current liabilities exceeded current assets by €59,669. The
significance of this deficiency casts doubt as to whether the council will be able to meet its
liabilities as they fall due. Our opinion is not modified in respect of this matter.

Responsibilities of those charged with governance for the financial statements

As described on page 1the 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 Legisiation, ond 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

Qr error,

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 cudit 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 the ISAs, 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
oudit 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.
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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 oppropriateness of acecounting 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 stotements 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.

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 significont
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
Triq L-intornjatur, Zone 1
Central Business District
Birkirkara CBD 1050
Maita

09 July 2025
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