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Ghajnsielem Local Council

Financlal Statements for the period ended 31 December 2010
Statement of Local Council Members’ and Executive Secretary’s Responsihilities

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

The Execulive Secretary is responsible to maintzain a continuous internal control to ascertain that the
accounting, recording and other financial operations are properly conducted in accordance with the
Local Councils Act, Local Gouncil (Financial) Fegulations, and the Local Gouncils (Financial)
Procedures. The Execulive Secrefary is also responsible for safeguarding the assets of the company
and hence for taking reasonable steps for the prevention and detection of fraud and other
Irregularities.

Appraved by the Council on |9 )( ‘2{25; 2011 and signed on its bahalf by:

. A G

Mr. Francis Cauchi Ms. Amanda Cauchi
Mayor Executive Secretary




Ghajnsielem Local Council

STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2010

INCOME

Funds received from central government
income raised under Local Enfarcement System
Investment Income

General Income

EXPENDITURE

Personal emaluments
Oparations and maintenance
Administration and other expenditure

Total Comprehensive Income for the
year/petiod

Motes

=] h ;b

The notes on pages 8 to 21 are an integral part of the financial statements

Year ended Perlod from
31 Dec 01 Apr to 31
2010 Dec 2009

€ €
300,562 207,241
574 7,150
2,246 1,718
20,083 13,310
323,475 229,419
59,064 16,974
107,867 88,435
152,838 110,820
(319,869) (216,229)
3,606 13,190
4
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Ghajnsielem Local Council

STATEMENT OF FINANCIAL POSITION
as at 31 December 2010

2010 2009
ASSETS Motes € €
MNon-Current Assets
Property, plant and equipment 11 380,339 284,193
390,339 234,193
Current Assels
Receivables 12 87,537 16,240
Cash and cash equivalents 13 290,450 308,450
377,987 324,680
Total assets 768,326 608,883
RESERVES AMD LIABILITIES
Reserves
Retained funds 599,869 60,334
Current Liahilities
Payables 14 168,457 48,549
TOTAL RESERVES AND LIABILTIES 768,326 608,833

The notes on pages 8 to 21 are an integral parl of the financial statements

The financial statements an the following were approved by the Council on the g!',? /U% 2011
and were signed on its behall by;

.'f:..-_j_--'_'_'{:n.-." j'{'--- = 5 {‘Cﬁz‘
Mr. Francis Cauchi Ms. Amanda Cauchi
Mayaor Executive Secrotary
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Ghajnsielem Local Council

STATEMENT OF CHANGES IN EQUITY
Year ended 31 December 2010

At 31 March 2008
Total Comprehensive Income for the period

At 31 December 2009
Total Comprehensive Income for the year
Prior Year Adjustment

Al 31 December 2010

The notes on pages 8 to 21 are an Integral part of the financial statemenis

Retained
Earnings

E

547,144
13,190

560,334

3,606
35,828

589,869
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Ghajnsielem Local Councll

STATEMENT OF CASH FLOWS
Year ended 31 December 2010

Cash flows from operating aclivities

Total Comprehensive Income for the
Year/period

Adjustments for:
Depreciation
Intarest receivable

Operating Profit before Working Capital Changes

Increase in payables
{Increase) in receivables

Met Cash Flow generated from
Operating Activities

Cash flows from investing activities

Purchase of property, plant and equipment
Interest received

Met Cash Flow used in Investing Activities

Met (decrease)/increase In cagh and cash equivalents
Cash and cash equivalents at beginning of year/petiod

Cash and cash equivalenis at end of year/period

2010

Mote 3

3,606

58,878
(2,248)
61,238

109,648
(71,297)

89,588

{130,095)
2,248

(127,849)
(28,260)

308,450

13 280,190

The notes on pages 8 to 21 are an integral part of the financial statements

2008

13,190
42 622
(1.718)
54,094

40,375
(11,338)

83,133

(22,085)
1,718

(20.247)

62,786
245,664

308,450



Ghajnsielem Local Council

Motes to the Financial Statements for the year ended 31 December 2010

1. General Informatlon

The Ghajnsiglem Local Council is a local government set up by the Local Councils Act, 1993. lis
ultimate controlling party is the Local Councils Department within the Office of the Prime Minister. The
office of the Local Council is situated at No. 11, Bernardina House, Pjazza Tad-Dehra, Ghajnsielem
Gozo.

2. Significant accounting policies
a, Staiement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the EU.

b. Basis of preparation

The financial statements have been prepared on the historical cost basis excapt for certain properties
and financial instruments that are measured at re-valued amounts or fair values, as explained in the
accounting policies below where applicable.

The principal accounting policies are set out below.
c. Revenue Recognition

Income in general Is stated when there is reasonable certainty that the income would be receivable
and thus can be accrued for. Other income such as that derived from the organisation of courses,
cultural, sporting and social activities is only recognised on a cash basis.

d. Local Enforcement System

Ghajnsielem Local Council forms part of Gozo Joint Commitiee. The amount disclosed In the financial
statements under Local Enforcement Income represents the share of profil derived from the Jaint
Committee after deduciing the related expensas.

e. Receivables

Receivables are recognised initially at the transaction price, less provision for impairment. A provision
tor impairment of general receivables is established when there is objective evidence that the group
will not be able to collect all amounts due according to the original terms of the receivables.

A provision for impairment is established when there is objective evidence that the Council will nol be
able to collect all amounts recelvable. Significant financial difficulties of the counterparty, probability
that the counterparty will enter bankruptcy or financial recrganisation, and default in payments are
considered indicators that the amount to be received is impaired. Once a financial asset or group of
similar financial assets has been written down as a resull of an impairment loss, interest income is
racognised using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairmant loss.




Ghajnsielem Local Council

Notes to the Financlal Statements for the year ended 31 December 2010 - coniinued

f. Impairment of financial assets

Al the end of each reporting period, the carrying amount of assets is reviewed to determine whether
there is any indication or objective evidence of impairment, as appropriate, and if any such indication
of objective evidence exisis, the recoverable amount of the asset is estimated.

In the case of financlal assels that are carried at amortised cosi, objective evidence of impairment
includes observable data about the following loss events - significant difficulty of the lssuer (or
counterparty) and/or breach of contract,

An impairment loss is the amount by which the carrying amount of an asset exceeds its recoverable
amount.

For loans, and receivables or, if there is objective evidence that an impairment loss has been
incurred, the loss is measured at the difference belween the asset's catrying amount and the present
value of estimated future cash flows discounted at the original effective interest rate, The carrying
amount of the asset Is reduced through the use of an allowance account.

In the case of other assets tested for impairment, the recoverable amount Is the higher of fair value
less costs to sell (which is the amount obtainable from sale at arm's length transaction betwesn
knowledgeable, willing parties, less the costs of disposal) and value in use (which is the present value
of the future cash flows expected to be derived, discounted using a discount rate that reflects current
market assessment of the lime value of money and lhe risks specific o the asset). Where lhe
recoverable amount is less than the carrying amount, the carrying amount of the asset is reduced to
its recoverable amount, as caleulated.

Impairment fosses are recognised immediately in the statement of comprehensive income, unless the
asset is carried at a re-valued amount, in which case, the impalrment loss is recognised directly
against the asset's revaluation surplus to the extent thal the impairment loss does not exceed the
amount in the revaluation surplus for the asset.

For loans and receivables, if, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was
recognised; the previously recognised impairment loss is reversed directly,

In the case of assets tested for impairment, an impairment loss recognised in a prior period is
reversed If there has been a change in the estimates used to determine the assels recoverable
amount since the last impairment loss was recognised.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased 1o
the revised estimate of ils recoverable amount, but in a manner that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior perlods.

Impairment reversals are recognised immediately in the comprehensive income statement, unless the
asset is carried at a re-valued amount, in which case, the impairment reversal is recognized directly in
reserves, unless an impairment loss on the same asset was previously recognised in the
comprehensive income statement,

g. General Payables
Payables and accrued expenditure are recognised initially at the transaction price and subsequently

measured at amortised cost. The difference between the procesds and the amouni payable is
recognised over the period of the payable using the effective interest method.



Ghajnsielem Local Council

Motes to the Financial Statements for the vear ended 31 December 2010 - continued

h. Judgements in applylng accounting policies and key sources of estimating uncertainty

In the process of applying the Council's accounting policies, the Council Members have made no
judgments which can significantly affect the amounts recognized in the financial statements.

At the end of the reporting period, except as disclosed In note 20 |, there were no key assumplions
concerning the future, or any other key sources of estimating uncartainty, that have a significant rigk
of causing a material adjustment o the carrying amounts of assels and liabilities within the next
financial year.

i. Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualilying assets,
which are assets that necessarily take a substantial petiod of time to get ready for their intended use
or sale, are added to the cost of those assats, until such time as the assets are substantially ready for
the intended use of sale.

All other borrowing costs are recognised In profit or loss in the period in which they are incurred.
j. Government grants

Government grants arg not recognised untll there is reasonable assurance that the Coundil will
comply with the conditions attaching to them and thal the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over the periods in which the
Council recognises as expenses the related costs for which the granis are intended to compensate, in
line with the Oifice Local Council Department based on |1AS20,

Specifically, government grants whose primary condition is that the Gouncil should purchase,
construct or otherwise acquire non-current assets are recognised as deferred income in the statemant
of financial position and transferred to profit or loss on a systematic and rational basis over the useful
lives of the related assets.

Governmant grants that are receivable as compensation for expenses or losses already incurred or
for the purpose of giving immediate financial support io the Council with no future related costs are
recognized in profit or loss in the period in which they become receivable.

k. Financial Instruments

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

Financial assets and financial liabilities are initially measured at fair value.

Transaction costs that are directly attributable to the acquisition or issue of linancial asseis and
financial liabilities (other than financial asseis and financial liabilities at fair valus through profit or loss)
are added to or deducted from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Transaction costs directly attributable to the acquisition of financial assels or financial liabilities al fair
value through profit or loss are recognised immediately in profit or loss.

10
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Ghajnsielem Local Council

Motes to the Financial Statements for the year ended 31 December 2010 - continued

I. Property, plant and equlpment

Property, plant and equipment are stated at cost less accumulated depreciation and grants received
for specific projects. Depreciation is calculated on a monthly basis using the reducing balance method
at rates estimated to write down the cost of all tangible fixed assets, other than land and trees over
their expected useful lives as follows:

Rates in %
Land 0
Trees 0
Buildings 1
Office Furpilure and Fittings 7.5
Construction Works 10
Utban Improvements (Street Furniture) 10
Special Projects 10
Office Equipment 20
Motor Vehicles 20
Plant and Machinery 20
Computer Equipment 25
Plants 100
Litter Bins 100
Playground furnitura 100
Traffic Sians 100
Hoad Signs 100
Street Mirrors 100
Street Lights 100

Certain depreciation rates such as those of plants, litter bins, playground egquipment, strest lighting
and street signs had their depreciation rate changed from 10% to 100% in October 2002 by virtue of
Legal Notice 323 of 2002.

Properties in the course of construction for production, supply or administrative purposes are carried
at cost, less any recognised impairment loss. Cost includes professional fees and, for qualifying
assets, borrowing cosis capitalised in accordance with the Council's accounting policy. Such
properties are classified to the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for their intended use.

Freehold land is not depreciated.

Fumilure and equipment are stated at cost less accumulated depreciation and accumulated
impairmant losses.

Depreciation is recognised so as to write off the cost or valuation of assets (other than freshold land
and properties under construction) less their residual values over their useful lives, using the reducing
balance method. The estimated useful lives, residual values and depreciation method are renewed at
the end of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future econamic
benefits are expected to arise from the continued use of the assel. Any gain or loss arising on the
disposal or retirement of an item of property and equipment is determined as the difference between
the sales proceeds and the carrying amounts of the asset and is recognised in profit or loss.

1
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Ghajnsielem Local Council

Motes lo the Financial Statements for the year ended 31 December 2010 - continued

I, Property, plant and equlpment (cont.)

Duting the month of December 2008, the Gouncil started works on the construction phase of the new
administrative offices. The process which started nearly four years back, had fo await the necessary
permits and the devolution of the land by Central Government.

The total cost for the construction and finishing of the new council pramises, in line with all health and
safety requirements as imposed by the various agencies involved in endorsing the permil, is estimate
to reach €230,000.

The financing of the administrative office will be through the council's reserves, which had been put
aside over the last four years.

m. Related partles

Related parties are those persons or bodies of persons having relationships with the company as
dafined in International Accounting Standard Mo. 24

n. Profit and Losses

Only profits that were realised at the date of the Statement of Financial Position are recognised in
these Financial Statements. All foreseeable liabilities and potential losses arising up to the said date
are accounted for even if they become apparent between the said date and the date on which the
Financial Statements are approved.

0. Cash and Equlvalents
Cash and Cash Equivalents are carried in the Statement of Financlal Position at face value. For the

purposes of the Statement of Cash Flows, cash and cash equivalents comprise cash in hand and
balances held with banks.

3. New and Fle\riseé International Financial Reporting Standards and International Financlal
Reporting Standards in Issue but not yet Effective

a. Application of new International Financial Reporting Standards as adopted by the EU
The revised (in 2008) International Financial Reporting Standard 3 is applied to Business
Combinations for which the acquisition date is on or after the beginning of the first annual reporting

period beginning on or after the 1 July 2008. This standard does not apply to the Local Council.

b. International Financial Reporting Standards, as adopted by the EU, in issue but not yet
effective

The Gouncil Members anticipate that the adoption of IFRS, as adopted by the EU, that were in issue

at the date of authorisation of these financial statements, but not yet effective, will have no material
impact on the financial statements of the Gouncil in the period of initial application.

12
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Ghajnsielem Local Council

Motes to the Financial Statements for the year ended 31 December 2010 - continued

4. Funds received from central government

In terms of section 55 of the Local Councils Act (Cap 363)
Other Government Income

5. Local Enforcement Income

Income raised under Local Council Bye-Laws

6. Investment Income

Bank interest

7. General Income

Income from other activities

Income from permits

Sponsorships & Contributions

Contributions towards re-instatements of roads

8. Personal Emoluments

Mayor's allowance
Executive Secretary salary, other emoluments and allowances
Social Security Contributions

2010
K

280,596
9,566

300,562

2010
€

=TI
574

2010

2,248
2248

2010

3,891
2,008
2,300
11,884

20,083
2010
7.064

47,697
3,403

58,064

2008
€

200,455
6,786

207,241

2009
€

7,150
7,150

2009

1,718

1,718

2008

11,714
1.636
500

13,310

2008

4,500
11,493

9%

16,874

13



Ghajnsielem Local Council

Motes to the Financial Statements for the year ended 31 December 2010 - continued

9. Operations and Maintenance

Operations and Maintenance includes, inter alia:

Repairs and upkeep:

Road and street pavements (Patching works)
Streel signs & Road markings

Contractual Sarvices:

Refuse collection (including bins on wheels)

Bulky refuse collection {including open skips)

Foad and Street Cleaning (mechanical and manual)
Cleaning and Mainienance of Public Convaniences
Cleaning and Maintenance of Parks and Gardens
Other contractual services

Sireet Lighting

Lacal Enforcement Expenses

2010 2009
€ 5

5,690 12,341
7,088 4,369
12,778 16,710
44,602 27,064
244 418
20,178 14,340
6,361 5,544
7,146 5,085
2,348 12,368
14,094 6,558
216 348
95,189 71,725
107,957 88,435

14




Ghajnsielem Local Council

Motes to the Financial Statements for the year ended 31 December 2010 - continued

2010 2009
10. Administration and other expenditure € €
Litilities 4,578 2,898
Other repairs and upkeep 3,530 7,000
Rent 9,107 B,065
Mational and International Memberships 1,580 356
Office Services 5,372 2,013
Travel 2,225 -
Transpori 2,084 319
Information Services 1,288 o978
Professional services 24,711 10,743
Training 447 -
Community and hospitality 2,135 3,639
Social events 3,299 12,085
Cultural events 30,741 21,768
Donations - 336
Community and Minor Expenses 1,865 0
Depraciation 50,678 42,622

152,838 110,820

15
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Ghainsielem Local Coundil

Notes to the Financial Statements for the year ended 31 December 2010 - continued

11A. Tangible assets

Office
Furniture Computer Outside Office Urban Mew Construction
Street
& Fittings Equipment Furniture Equipment Improvements Signs Works Total
Eura Eurg Euro Euro Euro Euro Euro Euro
Cost
At 1 January 2010 19,307 5,627 37,629 10,738 64,513 5,793 575,301 718,908
Addilions 415 899 26,777 11,321 16,415 - 74,268 130.095
Adjustments {4,424} (2,295) (15,104} (6,878) 6,934 23,435 38,235 39,833
At 31 December 2010 150228 4231 49302 15,181 87,862 29,228 587,804  BBBB36
@Grants and other reimbursements
At 1 January 2010 45,612 45,612
10 - =
At 31 December 2009 - - = = - - 45,612 45,612
Depreciation provislon
At 1 January 2010 10,744 3,962 27,242 6,352 50,525 5,793 284 485 389,103
Charge on Additions 682 692 17,787 1,043 6,524 = 33,150 59,878
Adjustments (4,640) (2,942) (16,093) _ 3369 (46,724) 23,435 47,498 3904
At 31 December 2010 6,786 1,712 28,836 10.764 10,325 20,228 365,134 452,885
Net book value
AL 31 December 2010 8,442 2,519 20,366 4,417 77,537 - 277,058 380,335

16



Ghajnsiglem Local Council

Motes to the Financial Statements for the year ended 31 December 2010 - continued

11B. Tangible assets

Fﬁzzfjre Computer Oulside Office Urban MNew Construction
& Fittings Equipment Furniture Equipment Improvements g:;;?st Works Total
Euro Euro Euro Euro Euro Euro Euro Euro

Cost
AL April 2009 19,307 4542 26,003 8,155 64,513 5,793 568,530 696,843
Additions - 1,085 11,626 2583 - = 6,771 22,065
At 31 December 2009 19,307 5627 37.629 10,738 64,513 5,783 575,301 718,908
Grants and other reimbursements
At 1 April 2009
and _
At 31 December 2002 - - = - 45 612 45612
Depreciation provision
A1 April 2009 9,895 3,488 14,462 5,781 48,971 5.793 257,991 346,481
Charge Tor the year 748 474 12,780 571 1,554 26,494 42,622
AL 31 December 2009 10,744 3,962 27.242 6,352 50,525 5,793 284,485 388,103
Met book value
At 31 Decomber 2009 B.563 1,665 10,388 4,386 13.988 - 245,204 284,183

17
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Ghajnsielem Local Council

Motes to the Financlal Stalements for the yvear ended 31 December 2010 - continued

2010 2009

12. Receivables € €
Accounts Receivable 173 454
Prepayments and accrued income 87,364 15,786
87,537 16,240

13. Cash and Equivalents

Gash and cash equivalenis consist of cash in hand and balance with banks. Cash and cash eguivalents
included in the statement of cash flows comprise the following amounis in the Local Council statement
of affairs:

2010 2009
Bank balances: € €
Ordinary Funds 288,043 308,380
Cash in Hand 2407 &0
Cwardrawn Balances (10,260) 0
Cash at Bank and in Hand 280.120 308,450
Transfer to Payables 10,260 o]

290,450 308,450

2010 2009

£ €

14, Payables
Accounts Payable 54,826 20,929
Deferred Income 80,000 5,000
Accruals 23,252 22,620
Other payables 119 a
Bank Overdraft 10,260 1]

168,457 48,549

18



Ghajnsielemn Local Council

Notes to the Financlal Siatements for the year ended 31 December 2010 - continued

Deferred Income

Balance at the beginning of the year/period
Increase
Relzased

Balance at the end of the year/pariod

Amount to be released within one year

Amount to be released between one and twao years
Amount to be released between two and five years
Amount to be released beyond five years

15. Capital Commitments

Details of Capital commitments are as follows:
Contracted for but not provided in financial statements -
Finishing works of council administrative offices

Re-Surfacing works
Approved but not yet contracted for -
Equipment

Improvaments

16. Contingent Liabilities

At the end of the year, the Council did not have any contingent liabilities.

17. Post Balance Sheet event

2010

5,000
75,000

80,000
8,000
8,000

24,000
40,000

2010

187,000

20,000

2,000

14,000

2009

5,000
5,000
500
500

1,500
2,500

2008

110,000

6,000

There where no particular impartant events affecting the operations of the Council since the end of tha

accounting period.

19



Ghajnsielem Local Council

MNotes to the Financial Statements for the year ended 31 December 2010 - contlnued

18, Financial Risk Management

The Council is exposed to a variety of financial risks: market risk, credit risk and liquidity risk. The
Council's overall risk management focuses on the unpredictability of financial markels and seeks to
minimise potential adverse effects on the Council's financial parformance.

The Council adopts an overall risk management to maintain and control its exposures.
i) Price risk

The Council is exposed to commodity price risk since its main services are related and/or dependant on
commodities such as fuels, gas and electricity.

i} Cash flow and fair value intarest rale risk

As the Council has no interest-bearing assets, the Council's income and operating cash flows are
independent of changes in market interest rates. Although the Council has borrowings issued at fixed
rates, the exposure to fair value interest rate risk is limited and ultimalely endorsed by Ceniral
Government.

iii) Credit Risk

Credit risk on amounts receivable is limited through the systematic monitoring of outstanding balances
and the presentation of debtors net of allowances for doubtful debts, where applicable. Cash Is placed
with reputable banks.

Credit risk arises ever increasing variances between the main council's income, that provided by Central
Government, and the cost of its outsourced services which are mostly exposed to commodity risks.
Furthermore the huge reduction of other revenue from LES, following its restructuring through central
governmant, and Permits could well expose the Council even more to credit issues unless this sharifall
is recovered from other sources.

The maximum exposure to credit risk at the reporting date in respect of the financial assets mentioned
ahove is disclosed in the respective notes to the financial statements,

fv) Fair Values

As at 31% December 2010, the carrying amounts of financial assets and liabilities were not materially
diffarant from the carrying amaounts.

v) Liguidity risk
Management monitars liquidity risk by means of cash flow forecasts on the basis of expected cash flows

over a twelve month period and ensures that no additional financing facilities are expected to be
required over the coming year.

20



E

Ghajnsielem Local Councll

Notes to the Financial Statements for the year ended 31 December 2010 - continued

19. Related Party Transactlons

Identity of Related Partles

Central Government- as per Local Councils Act 1993, is the major and ultimate contralling related party.

All the Authorities set up by Central Government and all the entities which are owned by Cenfral
Governmeant are considered to be relaied parties to the Ghajnsielem Local Council.

The Joint Committee, to which the Ghajnsielem Local Council is a member, is also considered 1o be a
related party

Transacitions with Related Farties

Central Government WsC
Period from Period from
Yearanded 01 Apr'02to  Year ended 01 Apr'08 to
31 Dec 10 3 Dec0@ 31Deci0 31 Dec0g

EUR EUR EUR EUR

Income (290,596) (200,455)

Amount Receivable 11,894 37,000
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Spiteri Bailey & (o.

Accountancy Audit Advisary

Splier Bailey & Co.
Irigg Dun Karm, Birkivkara Bypass
Birkirkara BRR $038, Malta

Tel:+356 214909250
Mohe+356 79499248
Faw: +356 21444815

adylce@spiteri-baileyrom
wwiwspiteri-balley.comm

LOCAL COUNCIL GITAINSIELEM

Tepore of the Loeal Gavernment Auditor to the Auditor General

W lve audined the accompanyng Doancial statements of Tocal Counedl
Chajnsielem el out on pages 4 to 21, which comprise the statement of
financial position as at 31" December 2010, the statement of
eomprehensive income, the statement of changes in cquily, the statement
of cash Nows and the schedule of special needs of the Tocal Council for
the year then ended, and a summary of signilicant accounting policies
and other explanatory noles.

Council Responsibilitics for the Financial Statements

As described on page 3, the Tixecutive Secretary and the Council are responsible for the preparation and
fair presentation of these [inancial statements in accordance with the International Financial Reporting
Standards as adopted by the EIT and for such intermal control as the Council determines is necessary to
enable the preparation of financial slatements that are fee from material misstatement, whether due Lo
fraud or error.

Local Government Auditor’s Responsibility

Onur responsibilily is o express an opinion on these financial stalements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Thosc standards require that we comply
with cthical requirements and plan and perform the audit to obiain reasonable assurance whether the
Minancial statements are [ree from material misstatement.

An audit involves performing procedures to obtain audit evidence aboul the amounts and disclosures in the
financial statemenis. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether duc (o fFaud or error.  In making
those risk usscssments, the auditor considers inlernal control relevant to the preparation and fair
presentation of the financial statements in order to design audil procedures that are appropriale in the
circumstances, but not for the purpose of expressing an opinion on the effectivencss of the internal control
of the Local Council. An audil also includes evaluating the appropriateness of accounting policies and the
reasonableness of the accounting estimates made by the Exccutive Sceretary and the Council, as well as
evaluating the overall presentation of the financial statements,

We helieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified audit opinion.
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Aecountanty Aol Adyisory

Basis for Qualified Opinion

During the year ended 31" December 2010, the Local Council carried oul an exercise to build a Fixed
Assets Register. Once the exercise was completed, an adjustment was passed in the accounts to bring the
dilferent property, plant and equipmenlt sccounts to match with the Fixed Assets Register totals. The cost of
the properly, plant and equipmenl was increased by Turo 39,833 while the accumulated depreciation was
increased by Euro 3,904. We were unable to obtain sufficient appropriate audit cvidence to ideniify and
verity the items forming part of the adjustment passed and conscquently we could not determine the
correctness of the amount of property, plant and equipment shown in the siatement of financial position as
tar as this adjustment is concerned. Furthermore, the depreciation charpge in the Fixed Assets Register for
the periods up to the 31* December 2009 has been worked out on a yearly busis and not in accordance with
the Council’s accounting policy which slates that that depreciation is calculated on a monthly basis.

International Accounting Standard & — Accounting Policies, changes in Accounting Estimates and Errors,
requires an enlity Lo eorrect matenial prior period errors refrospectively in the first set of financial statemenis
authorized for issuc afler their discovery by restaing the comparative amounts for the prior period
presented in which the error occurred. The Standard also requires the entily (o disclose a) the nature of the
prior period error; b) for each prior period presented, the amount of the comrection for each financial
slatement line item affccted; and ¢) the amount of the correction at the beginning of the carlicst prior period
presented. For the prior year adjustment passcd with respect to the matler deseribed in the preceding
paragraph, the Council just corrected the opening retained earnings for the year ended 31% December 2010
and did not re-instate the comparative amounts and neither disclosed the necessary information in a note to
the financial statements as required by the Standard.

Disclosures have nol been correctly made in these financial statements in accordance with Tnicmational
Accounting Standard 24 — Related Party Disclosures. 'Lhis Standard requires an enlity 1o disclose key
manigement personne! compensations, information sbout transactions undertaken with relaled parties
during the periods covercd by the financial stalemenls and information about outstanding balances with
relaled partics including their lerms and conditions, The amount of income from related partics is only
disclosing the amount received from Central Government in terms of Scetion 55. Note 4 to the financial
statements already shows that there was [urlher income received from Central Government. Also during the
year there was income amounting lo Euro 11,894 from the Water Services Corporation. These were the
mosl material transactions with related parties sparl from the key management emoluments. The gross
cmoluments of the Executive Secretary for the year ended 317 December 2010 was Furo 22,127, while the
gross emoluments of the Mayor are disclosed in Note 8. Related parly balances within the accounts payable
amount to Euro 10,568,

The accounting for government grants was not fully carried out in accordance with Tntemational
Accounting Standard 20 — Accounting for Government Grants and Disclosure of Government
Assistance. An amount ol Furo 2,216 should have been released from the deferred income and
writlen ofT Lo the statement of comprehensive income (o be matched with the depreciation charged
during the year on the items ol property, plant and equipment which the grants intended to cover.
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Accountancy Awdil Advisary

International Accounting Standard 1 — Presentation of Financial Statements, requires the scparalc
classification in the stalementl of financial position of current and non-currcnt liabilities. The
deferred income with respect to governmenl grants in accordance with International Accounting
Standard 20 — Accounting for Government Grants and Disclosure ol Governmenl Assistance, has
not been properly sphit belween current and non-current. The amount thatl should have been shown
under current liabilitics is Euro 17,337, while the remaining balance should have been classitied as
non-current labilities. [urthermore, the splil of the deferred income by the different years in which
it is to be released to the statement of comprchensive income as shown in note 14 15 incomrect.

The Schedule of Special Needs required in terms of the Local Councils (Audit) Procedures, 2000,
has not been prepared. The three sections of the Schedule should give mformation about “Funds
Reccived and Expended’, ‘Capital Creditors’ and “‘Commitments’ in the preseribed order. This
Schedule is however notl required by the International Financial Reporting Standards as adopted by
the ELL

Qualified opinion

In our opinion, excepl lor the non-disclosures and the effects of the matters mentioned in the DBasis for
(ualified Opinion paragraphs, the nancial statements give a true and fair view of the financial position of
the Council as of 31 December 2010 and of the Council’s financial performance and cash Jows for the year
then ended in accordance with the International Financial Reporting Standards as adopted by the EUL

Report on Other Tegal and Regulatory Requiremenis
In our opinion, exeepl as scl oul in the preceding paragraphs, the financial statements have been properly

prepared in accordance with the Local Councils Act, (CAP 363); the Financial Regulations issued in terms
of the said Act; and the:Local Councils (Financial) Frocedures.

‘This copy of the audit report has been signed by

William Spiteri Bailey FIA MIM CSA CPA (Partner) for and on hehalf of
Spiteri Bailey & Co.

Certified Public Accountants

Members of TGAF Worldwide

Dun Karm Street,

Birkirkara By-pass,

Birkirkars,

_Ma]ia,

JENYISTNTR
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