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LOCAL COUNCILS ASSOCIATION

Financial Statements for the year ended 31 December 2019

Statement of Executive Committee Members’ and Executive Secretary’s Responsibilities

The Local Councils (Financial) Regulstions' require the Executive Secrefary to prepare a detailed annual
zdminisirative report which includes the Association's statement of comprehensive income for the year and a
statement of the Commitiee’s retained funds at the end of year. By virtue of the same regulations it is the duty of
the Commitiee Members 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 Association for the year and its retainad funds as at the year end, and that they comply with
ithe Act, the Local Councils (Financial) Regulations, and the Local Councils (Financial) Procedures issued in
terms of the said Aci.

The Executive Secretary is responsible to maintain a continuous internal conirol to ascertain that the accounting,
recording and other financial operations are properly conducted in accordance with the Local Councils Act, Local
Councils (Financial) Regulations, and the Local Councils (Financial) Procadures. The Execuiive Secretary is also
responsible for safeguarding the assets of the Association and hence for taking reasonzble steps for the
prevention and detection of fraud and other irregularities.

This staiement was approved by the Local Councils' Association on the 14th May 2020 and was signed on iis
behalf by:

Liant=Tassar
Execuiive Sscretary

Vizrio Aghe

President
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LOCAL COUNCILS" ASSOCIATION

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2018

2018 2018
Wotes
Income
Funds recaived from Central Governmeant 4 102,772 102,772
EU Funded projecis 5 8.069 28,586
General Income <] 542,245 467 534
653,076 599,892
Expenditure
Fersonal emoluments 8 142,534 118,221
EU Projecis expenses g - 393
Administrative and other expenditure 70 459,860 346,359
602,394 454,973
Operating surplus for the year 50,682 134,918
Financs incoms 11 6,240 878
Financs cost 12 (\{2,641} -
Surplus for the year 5% 281

The notes on pages & fo 25 are an integral part of the financial statemenis.



LOCAL COUNCILS' ASSOCIATION

STATEME

NT OF FINANCIAL POSITION

As at 31 December 2012

2018 2018
£ £
fofss
ASSETS
Non-Current Assets
Property, plant and equipment 13 136,734 48,945
Infangible asseis 74 1,695 1,443
Right of use asseis 22 90,802 -
229,231 45,388

Current Assets
Receivables 15 481,082 504,053
Cash and Cash Eguivalents 16 835,101 833,137

1,416,193 1,537,190
Total Assets 1,645,424 1,585,578
EQUITY AND LIABILITIES
Reserves
Retained Fund 1,019,734 965,453
Non-Current Liabifitiss
Lezse liabililies 23 £9,175
Current Liabilities
Payables 17 556.515 620,125
Total Equity and Liabilities 1,645,424 1,585,576

Thzss Financial
on its behalf ky:

Statements were approved by the Local Councils’ Association on the 14th May 2020 and signed

Maric Fava®
President

Y Lianne Cassarf
Executive Secretary

The notes on pages 2 fo 25 ars an integral part of the financiz

statements.



LGCAL COUNCILS' ASSOCIATION

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2018

Retained
Fugds
At 1 January 2018 828,655
Surplus for the year 2018 135,598
At 31 December 2018 965,453
At 1 January 2018 965,453
Surplus for the year 2018 54,281

At 31 December 2019

n integral part of the financizal statemanis.
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LOCAL COUNCILS" ASSOCIATION

STATEMENT OF CASH FLOWS

For the year ended 31 December 2019

Note

Cash flows from Cperafing Activities

Surplus for the year

Reconciliation to cash generated from operations:
Depreciation and amortisation
Depreciation on Right-of-use asset
Decrease in provision on refundable expenses
Loss on disposal of property, plant & equipment
Inmterest receivable
Finance cost

Operating Prefit before Working Capital Changss
Decrease in receivables
(Decrease} in payables

Cash generated from operating activities

Cash flows from Investing Activifies

Interest recaived

Purchase of property, plant & equipmsnt

Cash used in investing activities

Cash flows from Financing Activities

Lezss paymenis

Cash used in investing activities

Net increase in

Cash and Cash Equivalenis

Cash and Cash Equivalenis

ai the Beginning of the vear

Cash and Cash Equivalents

at the End of the year 16

2019 2018

£ £
54,281 135,598
13,849 18,579
16,483 .
. 16,332
1.401 8,754
(8,240) (679)
2.641 -
82.415 179,584
122,961 651,183
(81,689 (735,048)
123,587 105,718
6,240 879
{105,291) (37,651)
(99,05 1) (36,972)
(22,672) -
(22,672) -
1.964 68,745
£33,137 254,391
838\ 101 33,137

{ A

\

The notes on pages 8 to 25 are an integral pait of the financial statemenis.



LOCAL COUNCILS ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 20189

1. General Information

Local Councils’ Association is a local and regional authority set up in accordance with the Local
Councils Act, (Cap 363) znd the Local Councils (Association) Regulations (Cap 383.08). The ofiice of
ihe Local Councils’ Association is situaled at Local Governmant Building, Local Government Road,
Marsz Industrial Estate, Marsa, Malta. These financial siatemenis were approved for issue by the
Associgtion's Members on the 14th May 2020. The Association's pressntation as well as functional
cuirency is denominated in €

2. Accounting Policies and Reporting Procedures

The principal accouniing policies zpplied in the preparation of these financial siatements are sei oui
below. Thess policies have bzen consistently applied to all the ysars presented, unless otherwisz
stated.

Accouniing convention

These financial statements are prepared under the historical cost convention, as modified to include fair
values whers it is stated in the accounting policies below. Thess financial staiemeanis are preparad in
accordance with the provisions of the Local Councils Act Cap. 3583, the Financial Reguiations issued in
ierms of this Act and the Local Councils (Financial) Procedures 1996 enacied in Malta and with the
requirements of the Intzrnational Financial Reporting Standards as adopted by the EU.

These financial statements have been drawn up in zccordance with the accounting policies and
reporting procedures prescribsd 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. 383).

New and amsanded standards adopisd by ithe Association
In the current year, ithe Associgtion has applied 2 number of amendmenis fo IFRS issusd by ths

International Accounting Standa. ds Boards (IASB) that are mandatorily effeciive for an accouniing
period that begins on or afier 1 January 2018.

IFRS 18 Leases: This standard is applicable to annual reporiing periods beginning on or afisr 1 January
2012, The standard replaces |AS 17 Leases and will eliminaie the classifications of opsraiing leases and
fin fi
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essees. Hubjch to exceplions, a 'right-of-use' asset will be capitelissd in the
ncial pesition, measured at the pressnt value of the unavoidable fuiure leass payments
i the lease term. The sxceptions relate fo shori-term leases of 12 months or less and
leases of Iow-‘-.ralue asseis wheare an accounting policy choice exists whersby sither a right-of-use’ asset
is recogdnissd or lzase payments are expensed to profit or loss as incurred. A lizhility corresponding to
the capitalissd leass will also be recognised, adjusted for lzass prepaymsanis, lzass incsniives receivad,
initial direct costs incured and an estimate of any future restoration, removal or dismaniling costs.
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Siraight-line opsrating lsase sxpense recognition will be replaced with a dsprecistion charge for the
lezsed assst (included in cperating costs) and an intersst expenss on the recognisad lzass liahility
{included in finance costs). For lessor accounting, the standard does not substaniizlly change how &
lessor accounis for lzases undsr [AS 17

Annual lmproveim
amsndsd: (1) [FR
ontrol of a busingss §

ntz o IFRS Siandards 2015-2017 Cycle: The following standards have besn
3 and IFRS 11 - The amendmenis fo IFRS 3 clarify that when an entity obtains
joint operation, it remsasures praviously held interests in that business.
h emendments to [FRS 11 clariy that when an entity obiains joint conirol of 2 businsss that is 2 joint
operation, the entity does not remeasure previously held intsresis in that business; (2) 1AS 12 - The
amendments clarify ihat the s‘equiremen in the former paragraph 52B (io recognise the income tex
consequences of dividends where the transactions or svenis that generaisd disiribuiahls profits are
recognissd; apply io ail income X conssquences of dividends by moving the paragraph away from
paragraph 224 that only deals with situzations whers there are diferent tax rates for disftributed and
und\s ributed profits; (3 The amendments clarify that \{\eny specific borrowing remains

istanding after the

en
3
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borrowings.



LOCAL COUNCILS’ ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2018

Accounting Policies and Reporting Procedures
New Standards and amendmsnis nof vet effsctive:

At the end of the reporting period, certain new standards, interpretations or amendments thereto, were
in issue and endorsed by the EU, but net yet effective for the current financial period. There have been
no instances of early adoplion of standards, interpretations or amendments ahead of their effective date.

The Members of the Association and Executive Secretary are assessing the impact that the adoption of
these Internaiional Financial Reporting Standards will have on the financial statemenis in the period of
initial application. The Association anticipates that the adoption of other International Financial Reporting
Standards that wers in issus 2t the date of authorisation of these financial sitatements, but not yet

A,

eftective will have no material impact on the financial statements in the period of initial application.
Froperty. plant and equipment

Property, plant and equipment are siated at cost less accumulated depreciation and impairment losses
io daie. Depreciation is calculated on & monthly basis using the straight line method at rates calculated

1o write oif the cost less residual value of each asset over its expecied useful lifz as follows:

]

o
Oifice Furniture and Fittings )
Office Equipment 200
Computer Equipment 250
Computer Software 25.0

Gains and losses on disposal of property, plant and squipment are determined by reference to their
carrying amount and are faken into account in determining operating profit. The residual values and
useful lives of the assels are reviewed and adjusted as appropriate, ai sach stalement of financial
posiiion dats. The carrying amount of an asset is writien down immsdiately 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 asssi or recognised as a separate assef,
as appropriate, only when it is probable that future sconomic bensfits associated with the itam will flow
io the Assocization and the cost of the ftem can be measured reliably. All other repairs and maintenance
ars charged io the Siaiement of Comprehensive Income during the financial period in which thay ars
incurrsd.

Leases

The Association has applied IFRS 16 using the refrospsciive approach. At inception of 2 contract, ths
Association assesses whether a coniract is, or contains, a lease. A coniract is, or contaings, a leass if the
coniract conveys the right to control the use of an identified assst for a period in exchange for
consideration. To assess whether g coniract conveys the right to conirol the use of an identified asset,
the Association =ssesses whether:

¢ The contract Involves the use of an identified assst - this may be specified explicitly or implicitly and
should be physically distinct or reprasent substantially all the capacity of a physically distinct asset. If
the supplier has 2 substantive substitution right, then the assat is not identifizd.

¢ Ths Association hzs the right to cbtain substantially all of the economic benefits from use of the
asset throughout the period of uss; and

¢ The Association has the right to direct the use of the assst. The Association has this right when it
has the decision-mzking rights that are most relevant to changing how and for what purpus= Lh:‘
assst is Used. In rare cases where all the decisions about how and for what purpo
uszd are predstermined. the Association has the right o direct the use of the assst if sif

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

¢ The Associalion designed the asset in a way that pradetermines how and for what purpose it will be
ussd.

n

ner.

The Assodiation has applied this approach {o contracis entered ini
2019. At inceplion or on reassessment of & contract that contains 2
zllocates the consideration in the contract to each leass component o
alone prices. Howsver, for the leasss of land and buildings in which &
slecied not fo separate non-lezss components and account for the legsd
z single lease component.

or changed on or afier 1 January
ase component, the Association
ihe basis of their relative stand-

z lesses, the Asgbriation has
and non-lzase ¢ cS-;anis 23




LOCAL COUNCILS ASSCCIATION

Notes fo the Financial Statements for the vear ended 31 December 2018 {cont.)

Accounting Policies and Reporting Procedures {cont.)
Leases (cont)

The Association recognises a right-of-use asset and z lease liability at the lsase commencement date.
The right-of-use assst is initially measured at cost, which comprises the initizl amount of the lease
liability adjusted for any lsase pavments made at or before the commencemeant date, plus any initial
direct costs incuired and an estimate of costs to dismantle and remove the underlying asset or to restore
the underlying asset or the site on which it is located, less any lease incentives received,

The right-of-uss asset is subsequently depreciated using the straight-line methed from the
commencement date to the sarlier of the end of the useful life of the right-of-use asset or the end of the
leass term. C The estimated useful lives of right-of-Use assats are determined on the sams basis 2s
those of property and equipment. In addition, the right-of-uss assst is periodically reduced by
impairment losses, ifany, and adjusted for certain remeasurements of the jsase liability.

The lease liability is initially measured at the present value of the lzase paymenis that are not paid at the
commencement date, discounted using the interest rate implicit in the lsase or, if that rate cannot be
readily determined, the Association's incremental borrowing rate. Generally, the Association uses its
incremental borrowing raie as the discount rate.

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

o fixed payments, including in-substance fixed payments;

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

¢ amounts expected to be payable under a residual value guaranies; and

e The exercise price under a purchass option that the Association is reasonably ceriain to exercise.,
lsase payments in an oplional renewal period if the Association is reasonably certain to exerciss an
extension option, and penalties for early termination of a lzass unless the Association is reasonably
certain not to terminate sarly

The lease lisbility is measured at amortised cost using ths sffsciive interest mathod. It is remsasured
when there is a change in future lease paymenis arising from a change in an index or rate, if therz is a
change in the Association's esfimate of the amount expezcted fo be payable under a residual valus
guaraniee or if the Association changss its assessment of whether it will axarcise a purchase, exisnsion
or termination option.

When the lease liability is remeasurad in this way, a corresponding adjusiment is made to ihe carrying
amount of the right-of-use assst, or is recorded in profit or loss if the carrying amount of the right-of-use
&sset has been raducsd fo zero.

The Association presents right-of-use asssis that do not maet the definition of investment propeny in
‘property, plant and equipment’ and lease liabilities in ‘'loans and borrowings' in the statemani of financial
position

Short-ierm leases and lzases of low-value assais

The Association hes slecied not io recogniss righi-of-Uss asseis and leass [liabilities for short-term
lzases of machinery that heve a lease term of 12 monihs or less and leases of low-valus assels,
including IT squipment. The Association recognises the lsase paymenis associated with thess |leases as
an expsnse on a siraight-line basis over the leass term.

Impairment of Asssis

ject to amortisation or depreciation are reviewsd for impairment whanaver svenis or
i nces indicate that the carrying amount may not be r=coverable. An impairment loss

is recognised for the amount by which the carrying amount of the asset exceeds it recoverable amount,
he recoverable amount is the higher of the fair valus of ths asset less cosis to s2ll and the valuzs in uss.
I are immediately recognised as an expense in ths Statement of Comprehensive

other direct costs. Costs of inventories inciude the transfer from retzineg™unds of any gainsflossss on

inventories are valued 2t the lower of cost and net realisable value. Cost includes ireight, handiing and
i
qualifying cash flow hedges relating to purchases of stock iiems. Howev borrowing cosis and foreign

exchange difierences are excluded. Net realisable valus is the price at w
course of Council activitizs less anticipaied cosis of selling. Provision iy
obsolete, slow moving and defactive stocks.




LOCAL COUNCILS' ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2018 (cont.)

Accounting Policies and Reporting Procedures {cont.)

AITOUINS I

Amounts receivable are recognised initizlly at fair value and subsequently measured at amortised cost
using the effective interest rete method, less provision for impairment. A provision for impairment of
amounis receivablz is established when there is objective evidence that the Association will not be abls
to collect all amounts due according to ths original terms of the receivables. The amount of the provision
is the diffierence between the carrying amount of the asset and the present value of the estimated future
cash flows. discountad at the efiective interest rate. The amount of the provision is recognised in the
Statement of Comprehensive Income.

Governiment Granis

Government grants are accounied for on the Income Approach in accordance with 1AS 20. They are
accounied for on & systematic basis in the Statement of Comprehensive Income cver ihe periods
necassary to match them with the related costs which they intend fo compensate. If such costs ave
already been incurrsd when the grant is made, or if there are no related costs, then the grant is
accounied for when it becomes receivable.

Payables
Payzbles are classified with either the current or the non-current liabilitiss depending on their dus dates
znd are stated at their nominal value unless the effect of discounting is material, in which case trade
pavebles are msasured at amortised cost using the effective interest method.

ther payables
Other payables are classifisd with current liabilities and are siated at their nominal valug unless the
sffect of discounting is material in which case frads and other payables are measure at amortised cost
using the effective interest method.
Borrowings
Borrowings are racognised initially at fair value, net of irensaction cosis incurred. Borrowings ars
subssquantly staied at amoriised cost, any difierence between the proceeds and the redemption value
is recognised in the income and expenditure account over the period of the borrowings using the
effective interest method.

Borrowings ars classified as current liabilities unless the Associztion has an unconditional right to defer
setilemant of the liability for at least 12 months after the statement of financial position date.

Financial instrumsnis

Finzncial asssis and financizl lizbiliies are recognised when the Assodiation bscomes & parly 1o the
coniraciual provisions of 2 finzncial instrumeant.

Financial 2ssets are derscognised whean the contractual rights to the cash flows from the finan

eypire, or when the finencial assst and all substantial risks and rewards are transiered.

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

Finencial zsseis

For the purpose of subseguent measurement, financial asssis of the Association are classified into
cans and receivables upon initial recognition.

Receivables are subject to review for impairment at least at each reporting date. Financial as
=l asset or a group of financial asseis is

All incoms and sxpenses relating to loans and recsivables are pressnted within
‘finance cosis’. except for impairmsnt of receivables which is presenied within 'adn
sxpendiiure’.
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COUNCILS ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2018 {cont.)

Accounting Policies and Reporting Procedures {cont.)
Financial assats (cont.)

Loans and receivables are non-derivative financial asseis with fixed or determinable payments that are
not quoted in an active market. After inftial recognition these are measured at amortised cost using the
efiective interest method, less prowslon for impairment. Discounting is omitted where the effect of
discounting is immaterial. The Association's other receivables fzll into this category of financial
instruments.

Individually significant receivables are considered for impairment when they are past due or when other
objeciive evidence is recsived that a specific counterparty will defauli. Recesivables that are not
considered o be individually impaired are reviewed for impairment in groups, which are determinad by
reference to the industry and region of 2 counterparty and other available features of shared credit risk
characteristics. The percentage of the write down is then basad on recent historical counierparty default
rates for each identified group.

Financial fabilifies

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

All interest-rzlated chargss are included within ‘finance costs'.
Related parties

Related pzriies are those parsons or bodies of persons having relztionships with the Association as
defined in International Accounting Standard No. 24,

Income rscognition

Income is recognised at the fair value of the amount received or receivable, to the exient that it is
probable that fuiure economic benefits will flow io the Association and these can be measured relizbly.

Interest incoms is accrued on a time basis, by reference o the principal outstanding and at the efiective
intersst rate applicable, which is the rate that exactly discounis estimaied future cash recsipts through
the expeciad life of the financial assets to that asssi's nat carrying amount.

Government grants are recognissd when there is reasonabls assurance that all conditions attaching to
them are complied with and the grants will be received. Government granis related to income are
recognissd in profit or loss over the periods necessary to match them with the related costs which are
intended io compensats, on & systematic basis. Such grants ars presanted as a cradit in the statement
of comprehensive income.

Local Enfarcemeant income

The Local Councils' Association does not form part of any Joint Commitize. The f
Association within the system is to manage the bank account in which the LES Onling gipis are
dsposited and then distribute the paid contraventions to the various Local Councils. ounts
discloszd in the financial statements undsr Local Enforcement payables is the net of the cash¥y
bank, into which the LES Online deposits zre cradited and the amount of coniravention regxip)
cr mdned that were not yet distributed by year end. The notes within the cash and cash equiva znd
payzbles further illustrate the situation.

or cfjf‘! currencies

m
bes N ¢ li
=

ms inciudsd in the financizl statemants are measured using the currency of the primary sconomic

dronment in which the Associzlion operates. These financial statements are presented in €, which is
Association's functional and presentation currznoy.

e~
o5
:IJ

Transactions denominated in foreign currencies are translaied into £ at th
operation on the dates of the transactions. Monsiary asssis and lizbilitis

cuirencies are iransiaied info < at the rates of exchange prevailing ai the dai
Financial Position.




LOCAL COUNCILS ASSOCIATION

Notes fo the Financial Statements for the vear ended 31 December 2019 (cont.)

Accounting Policies and Reporting Procedures (cont.)

SoiTowing costs

Borrowing costs ars rscognised as an sxpsnse in the period in which they are incurred.

Frofits and fosses

Only surpluses that were rzalised 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 ars
accounted for even if they bacome apparent beiween the said date and the daie on which ths financial
statements are approved.

Cash and cash equivalznis

Cash and Cash Eguivalenis are carried in the Siatement of Financizl Position ai face valus. For the
purposes of the Statement of Cash Flows, cash and cash equivalents comprise cash in hand and
balances held with banks.

Capital Managemesnt

The Association's capital consists of its net assets, including working capital, represented by its retained
iunds. The Association's management objectives are to ensure:

- that the Association's ability to continue as a going concarn is still valid and
- that the Association maintains a positive working capital ratio.

To zchisve the above, the Association carries out a quartsrly review of the working capital ratio
{"Financial Sfiuation Indicator"). This ratio was positive at the reporting date and has not changsd
significantly from the previous ysar. The Association also uses budgets and business plans to sst iis
sirategy io optimise its use of available funds and implement its commitmenis to the locality.

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

Estimates and judgements are continually evaluated and hased on historical experigncea and other faciors
including expectations of future svenis that are believad io be reasonable under the circumstances.

In the opinion of the Association, the accounting sstimates and judgements made in the course of

preparing these financial siaiements are not difficult, subjective or complex to = degres which would
warrant their description as critical in terms of the requiremeants of [AS 1.

4, Funds received from Central Government

o

[n tzrms of Szclion 55 of the Local Councils Act, 1993 (Cap 363) 102,17

Page 12



LOCAL COUNCILS ASSOCIATION

hotes to the Financial Statements for the vear ended 31 December 2019 {cont.}

5, Surplus ot EU Projects

2019 2018
£ £
Local Sats 5.333 -
Grist Plus - 1,389
IN-EUR - 1,359
ESMore - 1,759
Marshariiliy 4532
ERS3I - 5,882
CENSE - 14,349
Coppem 2.726 -
ACEACP - 208
8,059 29,586
g. Gsnerzl ncome
2018 2018
Rez-imburssmant of travel axpansas 63,883 111,274
Re-imburszment of insurancs sxpensas 50,440 59,078
Ragistration fess from local confarances 4B &2T 28,118
LES managsment fzes 159,784 187,141
Other managsment fzss 96.600 -
Other income 99,671 \ 83,923
542,245 Q%\:sszse,ﬁ,
7. Surplus for the year
2018 2018
Surplus for the ysar s siaied efizr charging
SizT szlarizs 142,534 118,221
Depreciation of proparty, plant & sauipment 13,849 /@379




LOCAL COUNCILS ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2019 {cont.)

8. Personal Emoluments

2019 2018
£ .3
President's Allowance i5.926 11,198
Elected Officers’ Allowancas 22,524 22,167
Execuiive Secretary Salary and Allowances 35,774 42614
Employses' Salaries 60,890 36,718
Social Security Coniributions 7420 5526
142,534 118,221
2. Deficit on EU Projects Expenses
2019 2018
£ £
(Descrease) / Increzse in Provision for Association's cost on EU Projects (18,332)
E2Stormed 9,272
SmileGov 4,957
Effivet 303
Other EU Projecis 2,083
,«—-\3_)93




LOCAL COUNCILS' ASSOCIATION

Notes fo the Financial Statements for the vear ended 31 December 2018 (cont.)

10. Administration and other expenditure

2019 2018
Utilities 5,632 3,734
Repair and Upkeep 13.424 20,264
Rent 4,382 14,657
National and International Mamberships 12,353 574
Office Services 15.723 8,224
Travelling Cosis 12,837 9,058
Refundable Ticksis 63,983 111,274
Transport 5.741 5,584
Infermation Servicas 30,064 755
Other Contractual Servics 104,635 87,553
Bank charges 1.020 3,488
Training 8,254 236
Conferences 80,474 28,807
Community & Hospiiality 68,625 21,838
Loss on disposal of property, plani & equipmeni 1,401 5,754
Depreciation on right of uss assels 16,483 2
Depreciation and amoriisation 13,848 19,578

459,860 346,358

14. Investment Incoms
2019 2018
Bank Interest 6,240 879
12. Finance costs
2018 2018
< £

Lease inierast 41 -

Pags 16



LOCAL COUNCILS® ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2019 {cont.)

13. Property. Plant and Equipment

Office Office Computer Assets
Furniture Equipment Equipment Not Yet Total
& fittings Capitalised
€ £ £ £ £
Cost
At 1 January 2019 36,029 39,564 25,550 - 103,143
Additions 34,293 15,450 8,237 43,167 104,177
Disposzl (1,610) - - - (1,610)
At 31 December 2018 70,712 58,044 33,787 43,167 205,710
Depreciation
At 1 January 2019 13,510 23,784 18,904 - 56,198
Charge for the year 3,441 5696 3,850 - 12,987
Released on disposal (209) (209)
At 31 December 2019 16,742 28,480 22,754 - 68.876
Net Book values
At 31 December 2018 53,870 28,564 11,033 £3,187 136,734
Office Office Computer
Furniture Equipment Equipment Total
& fittings
£ £ S £
Cost
At 1 January 2018 40,452 34,055 28,530 103,037
Additions 12,909 15,585 7,565 36,142
Disposal {15,422) {10,078) (10,545) (36,043)
At 31 December 2018 38,028 39,564 25,550 103,143
Depreciation
At 1 January 2018 16,853 23,908 23,658 84,445
Chzrgs for the vear 2770 7,738 1,424 11,983
Adjustment Diretiiva 1/2017 1,524 1,760 BTTH 7,059
Releassd on disposal {7.837) ©.8671) (9,981 289'}
|1

At 31 December 2018 13,310 23,784 18,204
Net Bock values
At 31 December 2018 24,518 15,780 6.646 46,945

u

i)
«r

a

-



LOCAL COUNCILS" ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2018 {cont.)

14. Intangible asssis

Computer
software
Cost
A1 January 2018 23286
Additions 1.114
At 31 Decamber 2012 3.442
Depreciation
At 1 January 2019 865
Chargs for the year 862
At 31 December 2012 1,747
Net Book value
At 31 December 2019 1.695
Computer
software
Cost
At 1 January 2012 328
Additions 1,502
At 31 December 2018 2,328
Depreciation
At 1 January 2018 345

Chargs for the year

At 31 December 2015

Net Book value
At 31 December 2018 1443

Amoriisziion of intangible asssls is recognised in administrative expensss,

=
o

[



LOCAL COUNCILS  ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2019 (cont.)

15. Receivables

2019 2018
£ €
Current
Other receivables 808 8,009
Prepayments 5,266 5892
Accrued income 30,240 36,020
Reiundable expenditure in respect fo EU Projects 394,678 504,042
481,092 604,053

Receivables
Other recsivables are analysed as follows:

2019 2018
Viithin credit period 808 8,099

Included in the accounts receivable are amounts due from related parties amounting to £808 (2018 :
(£7,828). These amounts are unsscured, intersst free and repayable on demand.

Refundable sxpenditure is siated net of provison for bad debis of £52,452 (2018; €52,482)

18. Cash and Cash Equivalents

Cash and cash equivalenis consist of cash in hand and at bank, Cash and cash squivalents in the statemant
f Cash Flows comprise of the following amounts in the Associztion's Siatement of Financial Position:

2018 2018
£ £
Cash at Bank
Current and savings accounts 1,779,228 1,175,127
LES Savings accounts 662,351 587,500
Cash in Hand 107
1,762,834
{lese) LES Savings account transferrsd to payables (537.,500)
{lzss) Regional Commitises/Local Councils funds transferred io payables (242,087)
Local Councils' Association's cash & cash squivalents 933,13
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LOCAL COUNCILS ASSOCIATION

Notes to the Financial Statements for the vear ended 31 December 2018 (cont.}

17. Payables

2018 2018

Current
Accounis payable 24,942 20,759
Other payables 6,008 =
Accruzls 19.474 10,454
Deferred incoma 463,741 556,064
Deierred renial income 22,667 21,867
Lezse Lizhilitizs - Note 23 18,079 -
Law Enforcement Payable - Nole 17.1 1,603 1,201

556,515 620,125

Included in the accounts payable are £5,798 (2018: €5,174) due to related pariies. Thess amounts are unsscured,
interest iree and repayable on demand.

17.1 Law Enforcement System Payable

2019 2018
Amount distributable to Regional Commitiees/Local Councils £663.954 558,801
LES Savings Account (662.351) (587.600)
1.603 1.201

17.2 Regional CommittessiLocal Councils Funds
2R19 2018
£ LS
Regional Committess/Local Councils Bank Accounis LA 17T 242,097
Amount distributable to Regionzal Committees/Local Councils (BAL]17T) {242,097}
X

18. Ultimate controliing party

The uliimate controlling party is the Depariment of Local Government within the Ministry for National Heritag
znd Loczl Government. The individuzl financial siztemenis of the Association are included with the consh
financial staiements of the Gevernment of Malta.



LOCAL COUNCILS ASSCCIATION

Notes to the Financial Statements for the vear ended 31 Decembear 2012 {cont.)

9.

20,

Capitat commitments

Deizils of capite! commiiments at the

aecouniing daie are as follows:

- Approved but not yet coniracied for
- Contracted for but not provided in

the financial statements

{} Approved but not y&t coniracied for:

Ofitce Furniture and fitiings
Computsr Equipment
Ofiice equipment
Computer Soitware

These will bs financed from the Association's Own Funds.

Contingent Liability

Procsadings have bsen fiied by Ms Isabzlla Testais

2018 2018
29,000 14,000
16,000 2,000

3,000 5,000
5,000 5,000
5.000 2,000
25,000 14,000

currently being heard bsfore the Industial Tribunal with reference 3564/JD.

ta De Noie agsinst the Association, which ars

Procesdings have baen filed by 385 Holdings Limiied against the Association, various Local Councils and
Faces Consuitenis Limited, which are cumrsnily hsard before the Civil Court, First Hall wih reference

1018/2018 AF.

Similar procesdings hava basn filed by 355 Holdings Limited against the Association, various Local Ceuncils

and Faces Consulianis Limited betore the Public Coniracis review Board.

The Association is subject fo a judiclal letter filed by Mr John Mary sive Jimmy Magre, filed on the 7ih of

August 2017. Mo further aclion was taken fo data.

21. Relaied Party Transactions

During the year under revisw, the Association carried out transactions with the following relsted panies:

[P

Name of Entity

Depzrimant of Local Governmani
Almalia ple

Bank of Vallsiia plo

Officz of the Prime Minister

Dzia Cominissionar

Malta Indusirial Parks

reisted through common ultimais controlling pany.

The amounis dus from / {0 raisted pariies 2t year-snd ars disciessed in notes 15

Nature of relztionship

conditions do not speciiy the naiure of the considaraiion {o be provided in sstiiement.

ars unsscured, interast free and repayabls on damand.
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LOCAL COUNCILS ASSOCIATION

Notes fo the Financial Statements for the vear ended 31 December 2019 (cont.)

21. Related Party Transactions (cont.)

ey Management compensaiion

ecutive Secrefary fo be Key

0

The Association considers the President, Elected Officers and the |
ianagement Personnsl.

Transactions with key management personnel are disclosed in note 8

2019 2018
Related Related
party Total party Total
activity activity activity activity
£ £ % £ £
income
Trznsactions with ceniral governmeni 02,772 102,772
Transactions with government entitiss 241,823 L1638
Transactions with local councils 128,867 85,198
473,462 §53.076 72 259,601 599,892
Expendiiure
Transactions with central government 3,183
Transactions with government entities 129,665
Key personnel remuneration 76,502
802,394 26 211,350 4584 973

22. rFelrvalue of financial asseis and financial lizbilities
At 31 Deczmber 2019 and at 31 December 2018, the carrying amounis of financial asssis and financial
lizbilities classified with current asssis and current liabilities respeciively, approximated their fair values
due to the short term maturities of these asssis and ligbilities. The fair valuss of non-current financial
zsseis and non-current financial lizbilities are not materially diffierent from their carrying amouni.

23, Leases
e A =14,400 and
£18,600 each per annum and expires on 1 June 2021 and 18 April 2021. Rental income recognised in
2019 amount to £31,228 (2018: £28,000).

The Association sub-leased parts of its premisss io two relaied pariies as from 2018 for

Minimum lease payments receivable under this contract amount to:




LOCAL COUNCILS' ASSOCIATION

Notes to the Financial Statementis for the vear ended 31 December 2018 (cont.)

23. Leases {cont.)

‘Froperty, plant and equipmant’ comprises ownad and leased asssis that do not meet the definition of
investment property. The Association leases assets, including land and buildings and motor vehicles.
Information about leases for which the Asscciation is a lessse is presented below.

2019
Property, plant and equipment ownsd 138,429
Right-oi-use zssets, except for investment proparty 90,802

229,231

e

Right-of-use assais

2019 Property WYehicles

Balance at 1 January 90,714 =T

Depreciation charge for the year (12,354) (4.129)

Balance at 31 December 87,360 3,442
2019

Leass lizhilities

Miaturity analysis - contractual undiscounted cash flows

Less than ons year 22,154
One o five ysars 89,482
Total undiscounted lease lizbilities at 31 December 111,638

Lzzse lighilities included in the statement of financial position

at 31 Decamber 87.254
Current 18,078

Non-current 89,175

Amounts recognised in profit or loss
Interest on lease liabilities SE1)

Income from sub-leasing right-oi-use asseis 28

Amounts recognised in the statement of cash flows

Total cash cutilow for lease (22.672)



LCOCAL COUNCILS' ASSOCIATION

Notes to the Financial Siatements for the vear ended 31 December 2019 {(cont.)

24, Financial Risk Management

The contracted maturity of financial liabilities is as follows:

2018 0-80 days 91-180 days 180-265 days Total
£ £ £ £

Payables 24942 - - 24942
Accruals 19,474 - - 19,474
LES payzble 1,603 - - 1,603
Lease liabilities 57,254 - - 87,254
QOther payables 6,002 - - 8,008
139,282 - - 139,282

2018 0-90 days 91-180 days 180-365 days Total
Payables 20,758 - - 20,759
Accruals 10,434 - ® 10,434
LES payable 1,201 - - 1,201
32,394 - - 32,394

The Local Councils' Association's activities expose it to a variety of financial risks such as markst risk,
credit risk, liguidity risk and interest rate risk. The Local Councils’ Association's overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse
effects on the Loczl Councils’ Association's financial performance.

VWhere applicable, any significant changes in the Association's exposure to financial risks or manner in
which the Associalion managss and measures these risks are disclosed below.

Where pessible, the Association aims fo reducs and confrol risk concenirations. Concenirations of
financial risk arise when financial instruments with similar characieristics are influsncad in the same way
by changes in economic or other faciors. The amount of the risk exposure associaied with financial
instrumenis sharing similar characteristics is disclosed in mors details in the notes to the financial
statements.

Catagoriss of Financial [nsirumenis

Financial esssis

Cash znd bank balances 835,101 933,137
Loans and receivables AT5.726 558 161
Financial liebiliiies

5 {
Amortised cost 4340 32304

Credit risk

Financial assels which potentially subject the Local Councils’ Association fo concenirations of credit risk
consist principally of cash at bank and receivables. The Local Councils' Associgtion's cash is plzcsd
with quality financial institutions as well as it limiis the amount of credit exposure with any cne financial
institution. The Local Councils’ Association has appropriate policies to ensure that income is received
from sources with appropriaie credit history. In this respsct. credit risk with respsct to receivables is
monitorsd continuously and the Local Councils’ Association places a provision on any debt on which
there is doubt of receverability.



LOCAL COUNCILE ASSOCIATION

Motes to the Financiat Statemnents for the vear ended 31 December 2019 {coni.)

24. Financial Risk Management (cont.)

Liguidity Risk

Ligquidity risk is defined as finencial distress, an exiracrdinary measurs which ngeds e be izken to
manage the Local Councils’ Assoclation's present commitments arising dus to shoriage of funds. The
objective of liquidiiy risk management is to mainiain sufiicient liguidity, and to ensure that it is available
within the necessary time frame in order not {o create financiel distress and curtall current obligations as
veell as fuiure short term commitmenis. The Local Councils’ Asseciation moniters and manages its risk
io & shoriage of funds by maintaining sufficient cash and by monitoring the availability of raising funds to
meet commitmenis due. In fact at year end, the Local Councils’ Association has a5 cash and cash
squivalents the amount of £935.101. This should ensure an ongoing working capital of the Locel
Councils’ Association for the next 12 months. The Association also maintains & posifive current net
asset position of £790,503 {2016: £€917,065) ensuring that adeguaie headroom is available to cover
prasent liabilitizs as welt as short term obligations and commitmeants arising.

Foraign Currsncy Risk

Foreign currency iransactions arise when the Local Councils’ Association buys or sells goods whose
price is denominated in a foreign currency, or incurs or setiles liabilities, dencminated in a foreign
currency. The Local Councils’ Association does not trade in any foreign currency {ransaciions.

fnterast Raie Risk

The Local Councils' Associaiion operates bank accounis without any financing faciliiies. As a result, the
Local Councils’ Association is not exposad to cash flow interest rais risk on bank balancas.

Harkst risks

Iiarket risk is the risk that the fair value or cash flows of & financial instrument will fluctuate dus fo
changes in market prives. Market risk reflects interest rate risk, currency risk and oiher price risks. Ths
Local Councils’ Association is not expossd io Markst Risks.

Qther risks

The Local Councils' Assooiation's interest raie rigk arises fom long ierm borrowings. Borrowings issued
at variable raies exposs the Loeal Councils” Associalion fo cash flow interest rate risk. In gensral, the
Local Councils' Assodiation is not exposed to risks associated with ihe sffesls of fuctuations in ihe
pravailing levels of market interest rates on its financing position and cash ilo vigw of the naiurg of
the assets and liabiliiies.

Prudent liguidity risk management implies maintaining sufiicient cash and
avallability of funding through an adequate amount of credil fcilities and the abilily
positions.



