TA' KERCEM LOCAL COUNCIL
Annual Report and Financial Statements

for the year ended 31 December 2012

Preparad by

Daniel Galea B.Accty. (Hons.) CPA

g ] ‘*‘e-.-\_%\_{
AL

LT

15




TA' KERCEM LOCAL COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS
31 DECEMBER 2012

CONTENTS

Statement of Local Council Members' and Executive Secratary’s responsibilifieas
Statement of Comprahensive income

Statement of Financial Position

Statement of Changes in Equily

Statement of Cash Flows

Notes fo the Financlal Statemenis

Repori of the Local Govermnment Auditor to the Auditor General

PAGES

8-23

24-25

A

——




E
E

o

TA' KERGCEM LOCAL COUNCIL

Statement of Local Council Members’ and Executive Secratary’s Responsibilities

for the year ended 31 December 2012

The Local Councils (Financial) Regulations require the Executive Secretary to prepare a detailed annual
administrative report which includes a statement of the Local Councils’ statement of comprehensive [ncome for
the year and of the Council's retained funds at the end of year. By virtue of the same regulations it is the duty of
the Local Council and the Executive Secretary to ensure that the financial statements forming part of the report
present fairy, 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 thay comply with
the Act, the Local Councils (Financial) Ragulations, and the Local Councils (Financial) Procadures Issued in
terms of the said Acl.

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

This statement was approved by the Lacal Council on the 28 April 2013 and signed on its hehalf by

Mario Azzopardi %ﬂaﬁj&m Sagona
Mayor xeeltjve Secratary
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TA' KERCEM LOCAL COUNCIL

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 Dacember 2012

2012 2014
€ €
: Notss
INCOME
Funds received from Central Government 3 261,750 267,847
Income raised under Local Enforcement System 4 189 38
General Income 5 8,396 41,265
270,344 308,180
EXPENDITURE
Personal emoluments 6 (63,381) (64,567)
Operations and maintanance 7 (153,2486) {113,559)
Administration and other expenditure 8 (111,531} (93,639)
{328,138) {271,765)
Operating {loss})/profit for the yaar {67.724) 37,385
Finance costs ' 9 (104} (220)
Finance income 10 180 404
TOTAL GOMPREHENSIVE (LOSS)/INCOME FOR THE YEAR (57,718) 37,569
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The notes on pages 8 1o 23 fofm an integral part of thase financial statements
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TA' KERCEM LOCAL COUNCIL

STATEMENT OF FINANCIAL POSITION
As at 31 December 2012

2012 2011
€ €
) Motes
ASSETS
Non-Current Aassets
Property, plant and equipment 11 847,441 829,972
847 441 829,972
Current Assets
Inventories 12 2707 1,611
Recelvables 13 55,409 113,621
Cash and Cash Equivalents 14 110,072 61,150
188,278 176,382
Total Assets 1,015,719 1,006,354
RESERVES AND LIABILITIES
Reserves
Relained Funds 437,767 485 485
437,767 495 485
Non-Current Liabiiitles
Accruals : 15 40,968 . -
Long-term borrowings 16 148,277 151,125
Deferrad income , 17 245,808 190,107
' 435,081 341,232
Current Liabilities
Payables 15 121,614 148,350
Short-term borrowings . 16 21,287 21,287
142,001 169,637
Total Reserves and Liabilitlas ' : 1,015,718

These financial statements were approved by the Local Council an 29 April 2013 and sigﬁéd on
behalf by: '

L

1,006,354

its

Mario Azzopardi - ) artanne Sagona
Mayor ; xe e Secretary

The notes on pages 8 to 23 form an integral part of these financial staterments
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TA' KERCEM LOCAL COUNCIL

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2012

Retained

Funds

€

At 1 January 2011 457 916
Total comprehensive income for the year 37,569
At 31 Dacember 2011 495,485
At 1 January 2012 495 485
Total comprehensive [oss for the year {57,718)
At 31 December 2012 437,767
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TA’ KERCEM LOCAL COUNCIL

STATEMENT OF CASH FLOWS
For the year anded 31 December 2012

Cash flows from Cperating Activities

Total comprehensive (loss)iincome for the year
Reconciliation to cash generated from operations:
Depreclation
impairment
Interest recelvable

Operating profit bafors Working Capital Changas

Movement in inventories
Movement in receivables
Movement in other receivables
Movement in payatles
Movement in other payables
Grant released

Cash generated from operating activities

Cash flows from Investing Activities

Interest received
Purchase of property, plant & equipment
Receipt of grants

Cash generated from/{used in) investing activities

Cash flows from Financing Aclivities !

New long term bank borrowings
Repayment of short term bank borrowings

Cash (used in)/ganeratad from financing activities

Net Increasef(decrease) in
Cash and Cash Equivalents

Cash and Cash Equivalents
at the Baginning of the year

Cash and Cash Equivalents '
at t_he End of the year

2012 2011
€ €
Nots

{57,718) 37,569
49211 41,336
14,800 -
(180} {404)
6213 78,501
{1,098} 368
- (38)
43,222 {93,379
26,536 1,850
§,352 §5,926
(14,254) (22,610)
65,973 20,616
180 404
{66,680) (261,847)
79,500 123,893
13,000 (137,450)
18,439 21,950
(21,287) (21 ,287)
(2,848) 663
76,125 (118,171}
24,781 140,952
14 100,806 24,781
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the period ended 31 December 2012

General Information

The Ta' Kertem Local Council Is the local Authority of Malta set up in accordance with the Local
Councils Act, 1993. The office of the Local Council is situated at Orvieto Square, Ta' Keréem, Gozo.
These financial statements were approved for issue by the Councll Members on 28 April 2013. The
Local Council's prasentation as well as functional currency is denominated in €.

2. Accounting Policies and Reporting Procedures

The principal accounting policies applied in the preparation of these financial statlements are set out

below. These policles have been consistently applied to all the years presented, uniess otherwise
stated.

Accounting convention

These financial statements are prepared under the historical cost convention, as modified to include fair
values where it is stated in the accounting policies below. These financial statements are prepared in
accordance with the provisions of the Local Councils Act Cap. 363, the Financial Regulations issued in
terms of this Act and the Local Counclls (Financial) Procedures 1996 enacled in Malta and with the
requirements of the International Financial Reporting Standards.

Thess financial statements have been drawn up In accordance with the accounting policies and
reporting procadures prascribed for Local Councils in the Financial Regulations issued by the Minister of
Finance in conjuncfion with the Minister responsible for Local Government in terms of section 67 of the
Local Councils Act (Cap. 363).

New and amended standards adopied by the Lacal Councl
The Council has adopted the following new and amended standards as of 1 January 2012:

On 7 Cctober 2010, the IASB issued amendments to IFRS 7, which amendmenis are entitied
Disclosures-Transfers of Financial Assets. The amendments will allow users of financlal stalements to
improve their understanding of transfer ransactions of financial assets. The amendments also require
certain additional disclosures. The Amendments are applicable for annual periods beginning on or after
1 July 2011.

New important standards not yet adopted

A number of new International Financial Reporting Standards and amendments and ravisions thereto
were in issue but not yet effective during the financial year under review. These include the following:

- IFRS 9 Financial instruments is applicable for annual periods beginning on or after 1 January 2013,
with earlier application baing permitted. This Standard represents the completion of the classification
and measurement part of the IASBE's projact to replace 1AS 38 Financial instruments: Recognition and
Measurement. This Standard addresses the classification and measurement of certain financial assets
and financial liabilities. IFRS 9 requires financlal assats that fall within its scope to be classified on the
basls of the entity's business model for managing the financlal assefs and the contractual cash flow
characteristics of the financiad assefs. The Standard requires financial assets to be subsequently
measurad at amortised cost or at fair value. The new requirements In relation lo financial liabilities
address the problem of volatilily in profit or loss arising from an issuer o measure its own debt at fair
value. With the new reguirements, any entlty choosing to measure a llability at fair value will present the
poction of the change in its fair value due to changes in the entity's own credit risk in other

comprehensive income rather than within profit or loss. This Standard had not yet been adopted by the
EU at the date of authorisation of these financial statemaqtg.,‘ ._f w3 T
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the perlod ended 31 Decamber 2012 (cont.

Accounting Policies and Reporting Procedures {cont.)

- On 12 May 2011, the International Accounting Standards Board (IASB) issued IFRs 10 Consalidated
Financial Statements, IFRS 11 Joint Arrangements and IFRS 12 Disclosure of Interests in Other
Entiiies. At the same time, the IASE Issued a revised veraion of IAS 27 Separate Finandlal Statements
and a revised version of [AS 28 Investments in Assoclates and Joint Ventures. The new and revised
Standards are applicable for annual perieds beginning on or after 1 January 2013, with earlier
application beling permitted.

- On 12 May 2011, the JASB also issued IFRS 13 Fair Value Measurement. This Standard defines fair
value, sets out in a single IFRS a framewark for measuring fair value and requires disclosures about fair
value measurements. IFRS 13 does not require fair value measurements in addition to those already
required or permitied by other IFRS. The Standard is applicable for annual periods beginning on ar after
1 January 2013, with earlier application being permitted.

- On 18 June 2011, the IASB issued amendments to 1AS 1, which amendments are entitled Presentation
of ltems of Other Comprehensive Income. These Amendments will require Local Councils to group
together items within other comprehensive income that may be rectassified to the profit or loss section of
the income statement. These amendments are effective for financial years beginning on or after 1 July
2012,

- On 16 June 2011, the JASR issued an amended version of 1AS19 Employee Benefits. This represents
the completion of the |ASB's project to Improve the accounting for pensions and other post-employment
benefits. The amended version of IAS 19 comes into effect for financlal years beginning on or afer 1
January 2013. Earlier application is permitted.

The Councillors and Executlve Secretary are assessing the impact that the adoption of these
international Financial Reporting Standards will have on the financial statements in the period of initial
application. The Councillors and Execulive Secretary anticipate that the adoption of other International
Financial Reporting Standards that were In Issue at the date of authorisation of these financial
statements, but not yet effective will have no materlal impact on the financial statements in the period of
Inifial application.

Property, plant and equipment

Properly, plant and equipment are stated at cost less accumulated depreciation and impairment losses
to date. Depreciation is calculated on a monthly basis using the reducing balance method at rates
calculated to write off the cost less residual value of each asset over its expected useful life as follows:

%
Land 0
Trees 0
Buildings 1
Office Furniture and Fittings 7.5
Construction Works 10
Urban Improvements (Street Furniture) 10
Special Projects 10 -
Office Equipment 20
Motor Vehicles 20
Plant and Machinery 20 (\
Computer Equipment 25
Plants 100 ey L LH
Litter Bing Replacerment basis o
Playground Furniture 100
Traffic Signs Replacement basis
" Road Signs ’ Replacement basis
Street Mirrors Replacement basis
Sfreet Lights 100




TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the period ended 31 December 2012 {cont.)

Accounting Policies and Reporling Procedures (cont.)

Gains and losses on disposal of property, plant and equipment are determined by referance to their
carrying amount and are taken into account in determining operating profit. The residual values and
useful lives of the assets ars reviewed and adjusted as appropriate, at each statemeni of financial
position date. The carrying amount of an asset is written down immediately to its recoverable amount if
the carrying amount of the asset is greater than ifs sstimated recoverahle amount.

Subsequent costs ars included in the carrying amount of the asset or recegnised as a separate agsat,
as appropriaie, only when it s probable that future ecenomic benefits associated with the item will flow
to the council and the cost of the item can be measured reliably. All other repairs and maintenance are

charged to the Statement of Comprehensive income during the financial period in which they are
incurred. .

Impairment of Assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisafion or depreclation are reviewed for impairment
whenever events or changes In circumstances indicale that the carrying amount may not be
recoverable. An Impairment loss Is recognised for the amount by which the carrying amount of the asset
exceeds its recoverable amount. The recoverable amount is the higher of the fair value of the asset less
costs o sell and the value in use. Impairment losses are immediately recognised as an expense in the
Statement of Comprehensive incorne.

inventaries

Inventories are valued at the Jower of cost and net realisable value.

Amounts receivable

Amounts receivable are recognised initially at fair value and subsequently measured at amertised cost
using the effective interest rate methad, less provision for impairment, A provision for impairment of
amounts receivable is established when there is chjective evidence that the Council will not be able to
collect all amounts due according to the original terms of tha receivables. The amount of the provislan is
the difference between the carrying amount of the asset and the present value of the estimatsd future
cash flows, discounted at the effactive interest rate. The amount of the provision is recognised in the
Statement of Comprehensiva Income.

Borrowings

Borrowings are recognised Initially at fair value, net of fransaction costs incurred. Borrowings are
subsequently stated at amortised cost, any difference betwean the proceeds and the redemption value
is recognised in the statement of comprehensive income account over the period of the borrowings
using the effective intarest method,

Borrowlngs are classified as current liablities unless the Local Councll has an unconditional right to
defer seftlement of the liability for at least 12 months after the statement of financial position date.

Other payables

Other payables are classifisd with current liabilities and are stated at their nominal value unless the
effect of discounting is material in which case trade and other paya_bl_ii Jare measure at amortised cost
using the effective Interest method. s, LOHAL
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TA' KERCEM LOCAL COUNCIL

Notes fo the Financial Statements for the period ended 31 December 2012 (cont.)

Accounting Policies and Reporting Procedures {cont.).

Financial instruments

Financlal assets and financial liabilties are recognised when the Council becomes a party to the
confractual provisions of a financial instrument.

Financial assets are derecagnised whsn the contractual rights to the cash flows from the financial asset
axpira, or when the financial assat and all substantlal risks and rewards are transferred.

A financial liability ls derecognised when It is extinguished, discharged, cancelled or expires.

Financial assets and financial fiabilities are measured initially at fair value plus fransactions costs. They
are measured subsequently as described below.

Financial assets

For the purpose of subsequent measurement, financial asssts of the Courncil are classified into loans
and receivables upon Initlal recognition.

Receivables are subject to review for Impairment at least at each reporting date. Financial asssts are
impaired when there Is any objective evidence that a financial asset or a group of financial assets is

impaired. Different criteria to determine impairment are applied for each category of financial assets,
which are described below.

All income and expsnses-relating to loans and receivables ars presented within ‘finance income' or

'finance costs”, except for impalrment of receivables which is presented within "administration and other
expenditure’,

Loans and recelvables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. After initlal recognition these are measured at amortised cost using the
effeclive interest method, less provision for impairment. Discounting Is omitted where the effect of
discounting is immaterlal. The Council's other receivables fall into this category of financial instruments.

Individually significant receivables are consldered for impairment when they are past due or when other
objective evidence is received that a specific counterparty will default. Receivables that are nof
considered to be individually impaired are reviewed for impairment in groups, which are determined by
reference to the Industry and region of a counterparty and other available faatures of sharad credit risk
characteristics. The percentage of the write down Is then based on recent historical counterparty default
rates for each identified group.

Financial llabilities

The Council's financial liabllities include other payables. These are stated at their nominal amount which
is a reasonabla approximation of fair value.

All interest-related charges are included within 'finance costs’,

Related parties

Related parties are those persons or bodies of persons having relationships wigg.;tb"e_37.f'-¢__t1’{iﬁé_ii'fas defined
in-International Accaunting Standard No. 24. oo

o

Revenue . %

T SCMSMOELS
Revenue is recognised when there are no significant uncertainties concerning “Wie” detivation &
consideration or assoclated costs. Interest income is recognised in the statement of comprehensiy
income as it accrues.

(L
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the period ended 31 Decomber 2012 {cont.)

Accounting Policles and Reporting Procedures {cont.}

Local Enforcement Sysfem

The income recognised under the Local Enforcement System was derived from the 10% administrative
fees charged to the five Regional Committess.

Govemment grants

Government grants relating to costs are deferred and recognised in the statement of comprehensive
income over the pericd necessary to match them with the costs fhat they are intended to compensate,
Government grants relafing fo the purchase of property, plant and equipment ara Included in non-current
liabitittes as deferred government grants and are cradited to the statement of comprehensive incoms
over the expected lives of the related assets.

Foreign currencies

ltems included in the financial statements are measured using the currency of the primary economic
envirenment in which the Local Council operates. These financlal statements are presented in €, which
is the Council's functional and presentation currency.

Transactions denominated in foreign currencies are translated into € at the rates of exchange In
operation on the dates of the transactions. Monefary assets and liabilities expressed in foreign
currencies are franslated info € at the rates of exchange prevailing at the date of the Statement of
Financial Pasition. .

Borrowing costs

Barrowing costs are recognised as an expensa in the pariod in which they are incurred.

Profits and losses

Only profits that were realised af the date of the Statement of Financial Position are recognised in thess
financial statements. All foreseeable ligbilities and potential losses arising up to the said date are
accounted for even if they bacome apparent between the said date and the date on which the financial
statements are approved.

Cash and cash equivalents

Cash and Cash Equivalents are carried in the Statement of Financial Position at faca value. For the
purposes of the Statement of Cash Flows, cash and cash equivalents comprise cash in hand and
balances held with banks.

Critical Accounting Estimates and Judgements

Estimates and judgements are continually evaluated and based on historfcal experience and other
factors including expectations of fulure events that are believed to be reasonable under the
circumstances. In the opinion of the Executive Secretary, the accounting estimates and judgements
made in the preparation of the Financial Statements are not difficuit, subjective or complex, to a degree
that would warrant their descripion as criticat in terms of the requirements of IAST (revised) -
‘Presentation of Financial Siatements'.
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TA' KERCEM LOCAL COUNCIL

Notes fo the Financial Statements for the period ended 31 December 2012 {cont.]

Accounting Policies and Reporting Procedures {cont.)

Capital Management

The Council's capital consists of its net assets, Including working capital, represented by its retained
funds. The Council's managsment objectives are tc ensyure:

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

To achieve the above, the Council carries out a quarterly review of the working capital ratio ("Financial
Situation Indicator”). This ratio was positive at the reporting date and has not changed significantly from
the previous year. The Council also uses budgets and business plans to set its strategy to optimise its
use of available funds and implement its commitments ta the Iocality.

3. Funds recsived from central government

2012 2011

€ €

In terms of section 55 of the Local Councils Act 240,443 231,857

Other Government Income 7,062 13,380

Grants Released 14,254 22,610

261,759 287,847

4. Local Enforcement system

2012 2011

€ €

Administrative fees charged to regional committess 189 38

189 38

&8, Ganeral income
2012 2011
€ £
Cultural Events 6,338
Sponsorships 850
General Income 7.617
Other Income : 9,280
Income from Parmits kY -
Contributions and Donations h “*a.,_ 2,280
Conrtributions from WSC Reinstatement works 14,900
W 8,396 41,265
Paga 13 of 25
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TA’ KERCEM LOCAL COUNCIL

Notes to the Financial Staterents for the period ended 31 December 2012 {cont.}

6. {Loss)Profi for the year

2012 2011
£ €
{Loss)/Profit for the year is slated after charging
Staff salaries 83,361 64,567
Depreciation of property, plant and equipment 49,216 41,336
Staff salaries
2012 201
€ €
Mayor's Remuneration 6,495 6,364
Mayor's and Councillors' Allowances . 6,400 6,400
Executive Secretary Salary and Allowances 25474 24717
Employeas’ Salaries 21,404 20,365
Soctal Security Gontributions 3,588 3,537
Previous years Social Security Contributions/PAYE - 3,184
63,361 64,567
7. Operations and Maintenance
2012 2011
€ €
Rapairs and Upkeep:
Road/Strest Pavements 15,269 15,209
Walkways . 3,815 7,677
Signs 2444 570
Road Markings : - 518
Other repairs and Upkeep 10,593 10,815
32121 34,877
Confractual Services:
Waste Disposal 12,607 9,980
Refuse Collection 34113 16,026
Bulky Refuse Collection 350 279
Cpen Skips 12,221 14,318
Road & Strast Cleaning 7,780 3418
Cleaning & Maintaining Non-Urban . 27,249 28,109
Cleaning - Council Premises 784 800
Cleaning & Maintaining Parks & Gardens 3,746 3,270
Street Lighting 21,082 2,249
Studies & Consultations 261 -
Local enforcement expenses 32 233
) 121,125 78,682
Totat Operations and Maintenance Costs 153,248 113,558

Page 14 of 25 C
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the perlod ended 31 December 2012 {cont.)

8. Administration and other expenditure

2012 2011
€ €
Utilities 4102 2,394
Other repairs and upkeep 1,295 1.579
Rent 2,566 1,600
National and International Memberships 445 328
Office Services 6,240 5,121
Transport 368 273
Travel - 2,549
Information Services 354 1,112
L ease of Equipment 67 -
insurance Caverage 1,381 1,492
Penalties - Department of Lacal Council - 1,067
Penalties - MEPA 2,050 -
Professional Services 6,522 13,324
Other Hospitality Costs T o8 1,837
Social Events 3,124 6,377
Cultural Events 17,857 12,705
Community Services 851 545
Impairment on the receivables 14,900 -
Depreciation 49,211 41,336
111,531 93,639
9. Finance Costs

2012 2011

€ €

Bank charges 104 220

104 220

16. Finance Incoms

2011

Bank Interest Receivable 404

404

Page 15 0f 25
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the petiod ended 31 December 2012 {cont.)

12. Inventories

Stock of stamps

13. Receivables

Accounts recelvable
Other receivables
Prepayments and accrued income

Receivables )
General receivables are analysed as follows:

Within credit period

14. Cash & cash equivalents

Cash and cash equivalents included in the cash flow statemant comprise the following statement of

financlal position amounts.

Cash at Bank
Cash in Hand
Qverdrafis

Transfer to payables

LS

2012 2011
€ €
2,707 1,611
2012 2011
€ €
38 8
898 6,311
54,563 107,272
55,499 113,621
2012 2014
€ €
28 38
38 38
2012 2011
€ €
109,040 60,895
1,032 256
(9.166) (36,369)
100,906 24,781
9,166 36,360
110,072 61,150

oy ke




TA' KERCEM LOCAL COUNCIL

Motes to the Financiat Statements for the period ended 31 December 2012 {cont.)

15.

186.

Payables

Accounts payable

Other payables

Accruals and deferred Income
Bank overdrawn balances

Less non-current accruals
Current Accruals

Non-current accruals - PPP
Deferred between ong and two years
Deferred between two and five years
Deferred in five years or more

Borrowings

Non-cuirent
Bank borrowings

Current
Bank borrowings

Borrowings

Rapayable between one and fwo years
Repayable between two and five years
Repayable In five years or more

Repayable after five years or more:
Bank Loan

2012 2011
€ €
40,849 23,313
2,801 3,538
100,966 85,130
9,166 36,369
162,562 148,350
40,968 -
121,614 148,350
13,656 -
13,656 -
13,656 -
40,968 -
2012 2011
€ £
148,277 151,125
21,287 21,287
21,287 21287
63,860 63,860
63,130 65,078
148,277 151,125
63,130 65,078

. 5
@fﬁ%ﬁ: 1
\'. L ,/v -




TA' KERCEM LOCAL COUNCIL

Notea to the Financial Statements for the period ended 31 Degember 2012 {cont.)

Bank Loan

Lang term borrowings consists of fwo bark loans borrowad by the Gouncil with the approval of the
Minister responsible for the Local Government to be repaid over a period of twenty years.

The bank loan's repayments for the current year amounts to Eur241,287. The [oan is paid through Eur

5,322 quarterly installments inclusive of Interest.

17. Deferred income

Government grants

At 1 January
increase in year

Released in year

At 31 December

Current Deferred Income

Non-Current Deferred Income

Peferred Government Granis
Deferrad between one and two years
Deferred beftween two and flve years
Deferred in five years or more

Defarred after five years or more:
Government Grants

e g T

2012 2011

€ €
188,115 96,733
79,500 123,892
277815 220,725
(14.254) (22,610)
263,361 168,115
17,835 8,008
245,806 160,107
18,780 14,312
56,637 45,322
170,479 130,474
245,806 190,108
170,479 130,474
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the perled ended 31 Dacembar 2012 {cont.)

18.

19,

Capital commitments
2012 2011
€ €

Details of capital commitments at the
accounting date are as follows:
- Approved but not yet contracted for 578,001 328,000
- Contracted for but not provided in
the flnancial statements 185,940 226,000
{i) Approved but not yet contracted for:
Clinic 18,010 -
Library 23,905 -
Local Council Premilses 57,989 -
Tralning Centre 23,700 -
Gnien d-Familja 318,880 -
Urban mprovements 134,437 328,000

: 578,001 328,000
(i) Contracted for but not provided in the Financial Statemants:
PPP Scheme 121,500 142,000
Civic Centre 84,440 84,000

185,940 226,000

The Council is sesking EU funding to finance the projects which have been approved but not yet
contracted for. Projects will only be undertaken if these funds are obtained.

The Councif will be financing 40% of the road resurfacing due to the PPP schme as approved by the
Department for Local Councils as per Memo 45 of 2010.

Financial Risk Management

The Council’s activities expose it to a varlely of financial risks such as market risk, credit risk, liqquidity
tIsk and interest rate risk. The Councll's overall risk management programme focuses on the
unpredictability of financial markets and sesks to minimise poteniial adverse effects on the Council's
financial performance.

Cradit risk

Financial assets which potentially subject the Council to concentrations of credit risk conslst principally
of cash at bank debtors. The Council's cash Is placed with quality financlal institutions as well as it

limits the amount of credit exposure with any one financial institution, The Council has appropriate

policies to ensure that income is received from sources with appropriate credit history. In this respect,
credit risk with respect to debtors is monitored continuously and the Councif places a provision on any

. debt on which there Is doubt of recoverabllity. Bad debts are therefore negligible and in this resp

1 )
T R N “ga..;}‘ e
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2

the Council has no significant concentration of credit risk.
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the period ended 31 December 2012 {cont.)

19. Financial Risk Management (cont.)

The maximum exposure to credit risk for amounts receivable at the reporting date, net of impairment

| - . = .

losses, by lype of customer is as follows:

- Recsivahles from Related Parties: €38

Liquidity Risk

Liquidity risk is deflned as financial distress, an exiraordinary measure which needs to be taken to
manage the council's present commitments arising due to shortage of funds. The objective of liquidity
risk management is to maintain sufficient liquidity, and to ensure that it is available within the
necessary time frame in order not to create financial distress and curtail current obligations as well as
future short term commitments. The Council monitors and manages lts risk to a shortage of funds by
maintaining sufficient cash and by monitoring the availability of raising funds to meet commitments
dus, In fact at year end, the Council has as cash and cash equivalents the amount of Eurc 100,077.
This should ensure an ongoing working capital of the Councll for the next 12 months. The Council also
maintains a positive current net asset position of Eure 499,306 ensuring that adequate headroom is
available to cover present liabilities as weli as short tarm obligations and commitments arising.

Forsign Currency Risk

Foreign currency transactions arise when the Council buys or sefls goods whose price Is denominatad
in a foreign currency, or incurs or setfles liabilities, derominated in & foreign currency. The Council
does net frade in any foreign currency transactions.

interast Rate Risk

The Council operates bank accounts without any financing facilifies. As a result, the Councll is not
exposed fo cash flow interest rate risk on bank balances.

Other risks

The Council's interest rate risk arises fram long term borrowings. Borrowings issued af variable rates
expose the Council to cash flow interest rate risk. In general, the Council's exposure fo risks
associated with the effects of fluctuations in the prevailing levels of market interest rates on its
financing position and cash flows are not deemed to be substantial by the Councillors and Execufive
Secretary in view of the nature of the assets and liabilities.

Prudent liquidity risk management implies maintalning sufficient cash and cash equivalents, the

avallability of funding through an adequate amount of credit facllities and the ability to close out market
positions.
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TA' KERCEM LOCAL COUNCIL

Notes to the Financial Statements for the perlod ended 31 December 2012 {cont.}

20. Related party transactions

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

Name of Entity Mature of relationship
Department of Local Councils Significant control
Gozo Regional Commiltes Joint Cantrol
North Regional Committes Ne control
Central Regional Committee No control
South Eastern Regional Committee Nc confro
South Regional Commitiee . Ne cantrod
Malta Environment and Planning Authority Ne control
Waler Services Corporation Ne control
Enemalta Corporation No eontrol
Cleansing Services Depariment Ne control
Blirector General - Works Division Ne control
Wasteserv Malta Limited No contral
Police General Headquarters No contral
Depariment of Lands No control
Airmalta plc No control
Bank of Valletta plc No control
MCAST No contral
Nafional Library of Malia No contral
Malta Tourism Authority No contral
Office of the Prime Minister | Mo control
Office of the Commissloner for Data Protection No control

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

2012 2011
€ €
Annual Financial Allocation 240,736 231,857

Key management compensation
Transaclions with key management personne) are disclosed In note 6.

Ultimate Controlling party

The ultimate controlting party of the Local Council is Central Govarnment since the Council's main
revenue Is from the Government allocation received every guarer. Apart from the normal funds
received from the Government, Councils also receive funds relating to specific projects as well as other
funds for the improvement and betterment of the locality.

21. Fair values estimation

A

!

approximate their falr values; otherwise, these have been adjusted to approximate’thair fairvaly

E}

ey § LA
The nominal values [ess estimated credit adjusiments of receivables and payab!,&é,.‘g“;éifa%sé'ﬁmedg.to B
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22, Comparative figurea ’ K‘ ' J 4
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Certaln comparative figures have been reclassified to conform with the current year's p'rhergéﬁta'tion.
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Spiteri Bailey & Co.

Acceuntancy Audit Advisory

LOCAL COUNCIL TA' KERCEM Spiteri Bailey & {0,

Triq bun Karm, Birkirkaa Bypass

Birkitkara BK& 9038, Malta
Report of the Local Government Auditor to the Auditor General Tek: 356 21499250
Mob: #3156 79499248

We have audited the accompanying financial statements of Local Couneil Fak: +156 21444815
Ta K.ercem s:at' out on pages tl,t to 23, which comprise the statement of advice@spiteriballey.com
financial position as at 31" December 2012, the statement of

s www.splteribailey.com
comprehensive income, the statement of changes in equity and the

statement of cash flows of the Local Council for the year then ended, and
a summary of significant accounting policies and other explanatory notes.

Council Responsibilities for the Financial Statements

As described on page 3, the Executive Secretary and the Council are responsible for the preparation and
fair presentation of these financial statements in accordance with the International Financial Reporting
Standards as adopted by the EU and for such internal control as the Council determines is necessary to

enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Local Government Auditor’s Responsibility

Our responsibility is fo express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing, Those standards require that we comply

with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from maierial misstatement. :

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the preparation and fair
presentation of the financial statements 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 internal control
of the Local Council. An audit also includes evaluating the appropriateness of accounting policies and the

reasonableness of the accounting estimates made by the Executive Secretary and the Council, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion. oL

Opinion
P \\_,‘
In our opinion, the financial statements give a true and fair view of the financial posff%n-:efmth%,@_ ik
of 31 December 2012 and of the Council’s financial performance and cash flows for the year then ende
accordance with the International Financial Reporting Standards as adopted by the EUL
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Partners: William Spiteri Bailey F..4, MIM, (5.4, CPA Reglstered Auditer / 7. T
Karen Spiteri Balley 5.4, Hons. (Actly.), FAA, AMIT, CPA Reglstered Auditor
Conrad Borg £.CCA, MLA, DiplFR, C.PA. Registered Auditor
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Spiteri Bailey & Co.

Accountancy Audit Advisory

Report on Other Legal and Regulatory Requirements

In our opinion, 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) Procedures.

s S

This copy of the audit report has been signed by

Conrad Borg FCCA FIA DipIFR CPA (Partner) for and on behalf of
Spiteri Bailey & Co,

Certified Public Accountants

Members of PrimeGlobal

Dun Karm Street,

Birkirkara By-pass,

Bitkirkara BKR 9038,

Malta,

q/ou/13
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Kunsill Lokali Ta’ Kercem

Pjazza Orvieto, Ta' Kercem KCM 1360, Gozo
Tel: 21563666 Fax: 21563888
e-mail: kercem.lc@gov.mt  website: www.kercem.gozo.com




