IL-MUNXAR LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2016 (cont.)

20. Related party transactions

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

Name of Entity

Department of Local Government

North Joint Committee (Local Enforcement)

North Regional Committee
Central Regional Committee
Gozo Regional Committee

South Eastern Regional Committee

South Regional Committee

Local Enforcement System Agency
Malta Environment and Planning Authority
Malta Information Technology Agency

Water Services Corporation
Enemalta Corporation
ARMS Limited

Director General - Works Division

Wasteserv Malta Limited
Police General Headquarters
Department of Lands
Airmalta plc

Bank of Valletta plc

Malta Tourism Authority
Office of the Prime Minister

Office of the Commissioner for Data Protection

Nature of relationship

Significant control
Joint Control
Joint Control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control
No control

The amounts due from / to related parties at year-end are disclosed in notes 13 and 15. The terms
and conditions do not specify the nature of the consideration to be provided in settlement. These

amounts are unsecured, interest free and repayable on demand.

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

significant control:

Income
Transactions with central government

Transactions with regions

Expenditure
Transactions with government entities
Key personnel remuneration

2016 2015
Related Related
party Total party Total
activity activity activity activity
€ € % € € %
317,329 304,277
703 5,568
318,032 328,503 97 309,845 322,770 96
8,761 11,669
43,495 42,502
52,256 301,720 17 54,171 333,265 16

Page 23



IL-MUNXAR LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2016 (cont.)

21. Fair values estimation

At 31 December 2016 and at 31 December 2015, the carrying amounts of financial assets and
financial liabilities classified with current assets and current liabilities respectively, approximated their
fair values due to the short term maturities of these assets and liabilities. The fair values of non-
current financial assets and non-current financial liabilities are not materially different from their

carrying amount.
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IL-MUNXAR LOCAL COUNCIL

REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL

Opinion

We have audited the accompanying financial statements of Il-Munxar Local Council, which comprise
the statement of financial position as at 31 December 2016, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information set out on pages 4 - 24.

In our opinion, the financial statements give a true and fair view of the financial position of the Local
Council as of 31 December 2016, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European
Union.

Basis for Opinion

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

Other Information

The Executive Secretary and the Local Council Members are responsible for the other information.
The other information comprises the Statement of Local Council Members’ and Executive Secretary’s
Responsibilities. Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued
Council Responsibilities for the Financial Statements

As described on page 3, the Executive Secretary and the Local Council Members are responsible for
the preparation of the financial statements that give a true and fair view in accordance with
International Financial Reporting Standards as adopted by the European Union, and for such internal
control as the Executive Secretary and the Local Council Members determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the financial statements, the Executive Secretary and the Local Council Members are
responsible for assessing the Local Council’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless it
is inappropriate to presume that the Local Council will continue as a going concern.

The Executive Secretary and the Local Council Members are responsible for overseeing the Local
Council’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

* Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Local Council’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Executive Secretary and the Local Council Members.
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued
Auditor’s Responsibilities for the Audit of the Financial Statements - continued

+ Conclude on the appropriateness of the Executive Secretary’s and the Local Council Members’ use
of the going concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt on the Local
Council's ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditors’ report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Local Council to cease to continue as a going concern.

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

We communicate with the Executive Secretary and the Local Council Members regarding, among
other matters, the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

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.

This copy of the audit réb?rt has been signed by
Conrad Borg (Partner)
for and on behalf of

RSM Malta

Certified Public Accountants

Date: 27" April 2017
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