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Sannat Local Council

FINANCIAL STATEMENTS FOR THE YEAR E\-DED 31 DECEMBER 2011

Statement of Local Council Members'and Executive Secretan-'s Responsibilities

The Local Councils (Financial) Regulations require the Executive Secretary to prepar€ a detailed
annual administrative report which includes the Local Council's Statement of Comprehensive lncome
for the year and of the Council's retained funds at the end of year. Bv virtue of the same regulations it
is the duty of the Local Council and the Executive Secretary to ensure that the financial statemenrs
forming part of the report present fairly, in accordance with the accounring 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 Councils (Financial) Regulations, and the Local
Council (Financial) Procedures issued in terms of the said Act.

The Executive Secretary is responsible to maintain a continuous internal coffrol 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 ofthe company and
hence for taking reasonable steps for the prevention and detection offraud and other inegularities.

Approved by the Council and signed on its behalf o 
" b"lq | ,Orrirt

t ' l

Executive Secretary
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STATEMENT OF FINANCIAL POSITION
As at 31 December 2011

Assets
Non-current assets
Properfy, plant and equipment

Current Assets
Receivables
Cash and Cash Equivalents

Total Assets

Reserves and Liabilities

Reserves
Retained Fund

Non-current Liabilities
Long term borrowings
Defened Income grants

Current Liabilities
Payables

Total reserves and liabilities

3l December
201 I

Notes €

3 I 8,758
3 lg,75g

19,l2g
199,752
207,990

526.638

220,554

96,897
lrt,223

31 December
2010

€

257,392
257,392

36,100
t62,681
1gg,7gl

____l:6,16:*

229,462

61,629
45,505

119,567

5

97,974

526,638 456,163

T
T
T

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

These Financial statements were approved by the Locar counci ,* bol U I 20n
and signed on its behalf by: | ' 

I

---'t 
^n

/ l l  t
Ww*6, *Tl'::':::.",*
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Sannat Local Council

STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2011

Notes

Revenue
Funds received from central government
Funds raised from Local Enforcement System
General Income

Expenditure
Personal emoluments
Operations and maintenance
Administration and other expenditure
Finance costs

Operating (Loss/Surplus for the year

Investment income

2011

€

9 205,516
10 l l3
12 4,006

209,635

2010

€

205,059
38

19,276
^^a 

ara
zzt)JtJ

(63,347)
(58,394)
(82,576)
(3,136)

{207,453)

15,920

13 (64,322)
t4 {64,17',1)
15 (85,946)
t6 (4,465)

(218,910)

330l1

(9,275)

36',7

Total Comprehensive (Loss/Income for the year (g,90g) 16,250

The notes on pages 8 to 2l are an integral part of the financial statements.
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Sannat Local Council

STATEMENT OF'CHANGES IN EQUTTY
Year ended 31 December 2011

At I January
Total Comprehensive (Loss) for the year

At 31 December

Reained
Funds
20tl

€

229,462
(8,908)

720,554

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

Retained
Funds
2010

€

213,212
16,250

229,462
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STATEMENT OF CASH FLOWS
Year ended 3l December Z0lI

Cash Flows from Operating Activities

Total Comprehensive (Loss)/Income for the
year

Adjustments for:
Depreciation
Investment Income
Interest on loan
Deferred income released
Operating Profit before Working Capital Changes

Decrease in Receivables
(Decrease) in Payables

Net Cash inflow from operating Activities

Cash flows from Investing Activities

Purchase ofproperty, plant and equipment
New grants received
Interest received
lnterest on loan
Net Cash (used in)/generated from Investing
Activities

Cash flows from financing activities
Movement in bank loan

Net Increase in
Cash and Cash Equivalents

Cash and Cash Equivalents
at the Beginning of year

Cash and Cash Equivalents

at the End ofyear

Note

(8,908)

27,glg
(367)
4,226

{478)
22,291

r6,972
(20,488)

19,775

16,250

?5 ?{s

(330)
2,967

44,242

10,275
(8,632)

45,995

(89,193)
65,090

367
(4,226)

(27,962)

(24,552)
45,505

330
(2,967)

l  g,3l6

35,259

26,071 87,139

75,542

5 198,752 l62,6gl

2011
€

2410
€

The notes on pageq 8 "tg.2lar-e an integral part of the financial statements
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Sannat Local Council

1. General Information

Sannat Local council islhe local authority of Sannat setup in accordance with the Local Councils Act.The offrce of the Local council is situated at Sannat Road'. Sannat Gozo. Sannat Local council formspart of the Gozo Regional Committee.

The principal accounting policies applied in the preparation of these financial statements are set outbelow' These policies have been ibnsistently appiied to ati the-years presented, unless otherwisestated.

a. Accounting convention

These financial statements have been drawn up in accordance with the accounting policies andreporting procedures prescribed for Local counciis in the Financial Regulations issued o;yit. uiol.t".of Finance in conjunction with the Minister responsible for Local Government in terms of section 67 ofthe Local Councils Act (Cap 363).

The financial statements are prepared under the historical cost convention as modified to include fairvalues stated in the accounting policies below. These Financial statemenls are prepared in accordanceto the requirements of International Financial Reporting Standards as adopted by the EU and complywith the Local councils Act Cap 363, the Financial Regulations issued in terms of this Act and theLocal Councils (Financial) procedures 1996.

b. Standards, amendments and interpretations to existing standards

Annual Improvements: 2010 made several minor amendments to a number of IFRSs. None of thechanges to IFRSs and interpretations has had, or is expected to have, a material impact on the council,sfinancial statements.

Standards, amendmenls and interpretations to existing standards that are nor yeteffective and have not been adopted early by the councii

At the date of authorisation of these financial stat€ments, certain new standards, amendments andinterpretations to existing standards have been published but are noiv"t effective, and have not beenadopted early by the c6uncil.

council members anticipate that all of the relevant pronouncements will be adopted in the council,saccounting policies for the first period beginning aftei the effective date of the pronouncement.
Information on new standards, amendmeits and interpretations that are expected to be relevant to thecouncil's financial statements is provided below. certain other new standards and interpretations havebeen issued but are not relevani and therefore are not expected to have a material impact on thecouncil's fi nancial statements.

IFRS 9 Financial Instruments (effective from I January 20f 3)

The IASB aims to replace IAS 39 Financial Insffuments: Recognition and Measurement in its entirety.IFRS 9 is being issued in,phases. To date, the chapters alai"j *itrr recognition, classification,measurement and derecognition offinancial assets and liabilities hai,e been issuld. these chapters areeffective for annual periods beginning I January 2013. Further chapters dealing with impairmentmethodology and hedge accounting u.eitill being developed. 
i

Council members have yet to assess the impact that this amendment is likely to have on the financialstatements of the council. However, they do not expect to implement the amendments until all chaptersof IFRS t have been-pub-lishe{ an-d they ian comprehensively assess the impact of all changes.
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Sannat Local Council

c. Revenue recognition

Revenue is recognised when the amount of revenue and the associated costs can be measured reliably.lnterest income is recognised in the income statement as it accrues.

d. Local Enforcement System

Sannat Local Council formed part of Gozo Joint committee until the 30s September 201l. After thisdate the Local Enforcement System was taken over by the Gozo Regional committee. ourinjiot t tneamount disclosed in the financial statements under Local Enforcement Income represents th"e share ofprofit derived from the Joint Committee after deducting the related 
"*p.nr., 

as well as theadministrative fee of l}vothat is now chargeable to the Gozlo Regional committee for contraventionspaid at the Council.

e. Property, Plant and Equipment

Property, plant and equipment is stated at cost less accumulated depreciation and impairment loss todate' Depreciation is calculated on a monthly basis using the reaucing balance methoJ ar ratescalculated to write off the cost less residual value of each asse-t over its expected useful life as follows:

Land
Trees
Buildings
Office Furniture and Fittinss
Construction Works
Urban Improvements (Street Furniture)
Special Projects
Office Equipment
Motor Vehicles
Plant and Machinery
Computer Equipment
Plants
Litter Bins
Playground furniture
Road and traffrc Signs
Street Mirrors
Street Liehts

Vo
0
0
I

7.5
l0
l0
l0
20
20
20
25

100
replacement basis

100
replacement basis
replacement basis

100

Gains and losses on disposel of property, plant and equipment are determined by reference to theircarrying amount and are taken into account in determining operating profit. The residual values anduseful lives of the assets^are reviewed and adjusted as aplropriate,"i each financial reporting date.The carrying amount of an asset is written dorn i--ediately to its recoverable amount if thecarrying amount of the asset is greater than its estimated r".on"rubl. amount.

Subsequent costs are included in the carrying amount ofthe asset or recognised as a separate asset, asappropriate, only when it is probable that future economic benefits associated with the item will flowto the company and the cost of the item can be measured reliably. AII other repairs and maintenance
f:.*19.d 

to the statement of comprehensive income during the financial period in which they arernculTeo.

f. Government Grants

Government grants are accounted for on the lncome Approach according to IAS 20. They areaccounted for on a-.systemalic -basis in the Statement of-Cornprehensive Income over the periodsnecessary to match them with the related costs which they are intended to compensate. If such costshave already leen incg$gd when the grant is made, or if there are no related cost, then the grant isaccounted for when it becomes receivable.

Page 9
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Sannat Local Council

g. Impairment of Assets

Assets that have an indefinite useful life are not subject to arrortisation and are tested annually forimpairment' Assets lhat are subject to amortisati* * o"p*"*1n are reviewed for impairmentwhenever events or changes in circumstances indicate tnat ae canying amount may not be recoverable.An impairment loss is recognised for the amount by which tn. 
"ur.yl"g 

amount of the asset exceeds itsrecoverable amount' The recoverable amount is the higher of the f#value of the asset less cost to selland the value in use' Impairment losses are immediatJy recogniseJas an expense in the Statement ofIncome and Expenditure.

h. Amounts Receiyable

Amounts receivable are recognised initially at fair value and subsequently measured at amortised costusing the effective interest 
31e ryethod, less provision ror irpuirrlit. a provision for impairment ofamounts receivable is established when therels objective evidence tttut th. council will not be able tocollect all amounts due according to the original terms of the receivables. The amount of the provisionis the difference between ttre carrying amorints of the asset in trt" f.o"nt value of the .rtir"d;;;;;cash flows, discounted at the effective interest rate. The amount of the provision is recognised in theStatement of Income and Expenditure.

i. Foreign Currencies

Items included in the Financial statements are measured using the crurency of the primary economicenvironment in which the Local council operates. These Fina]rcial statements are presented in Euro,which is the Council's functional and present crurency.

j. Surplus and deficits

only surpluses that were realised at the date of the statement of Financial position are recognised inthese Financial Statements' All foreseeable liabilities and potentiui J"nrit, arising up to rhe said dateare accounted for even if they become apparent between the said date and the date on which theFinancial Statements are approved

k Cash and Equivalents

cash and cash Equivalents are canied in the stat€ment of Financial position at face value. For thepurposes of the Statement of cash Flows, cash and cash equivalents comprise cash in hand andbalances held with banks.

l. Related parties

Related parties are those persons or bodies of persons having relationships with the council as definedin IAS 24.

During the year under review, the Local council's related party that exercises a significant control wasthe Departrnent for Local Government. The parties that exercise no control were water servicesCorporation and Malta Environment and Planning Authority whereas th.." ru, joint control with theGozo Joint Committee.

m. Payables

Accounts payable are classified as curent liabilities if payment is due within one year or less (or in thenormal operating cyc'leofthe business if longer). tf noithey are presented as non-cunent liabilities.

Amounts payable are'carried at cost which is the fair value of the consideration to be paid in the futurefor goods and services received, whether or not billed to the council-

Page l0



Sannat Local Council

n. Financial Instruments
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Financial assets and financial liabilities are recognised when the council becomes a pafty to thecontractual provisions of the financial instmment.

Financial assets are derecognised when the conhacfual rights to the cash flows from the financial assetexpire, or when the financial asset and all substantial risks and rewards are ffansferred.

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

Financial assets and financial liabilities are measured initially at fair value plus transactions cosrs.They are measured subsequently as described below.

Financial assets

For the purpose of subsequent measurement, financial assets
and receivables upon initial recognition.

Receivables are subject to review for impairment at least at each reporting date. Financial assets areimpaired when there is any objective eviience that a financial asset or a group of financial assets isimpaired' Different criteria to determine impairment are applied fo. 
"u"h "ut.gory 

of financial assets,which are described below.

All income and expenses relating to loans and receivables are presented within ,finance income, or'finance costs', except for impairment of receivables which is presented within ,administration 
andother expenditure'.

Loans and receivables are non-derivative fmancial assets with fixed or determinable payments thatare not quoted in an active market. After initial recognition these are measured at amorfised costusing the effective interest method, less provision for inpairment. oiscounting is omitted where the
:::i_:f-dl:.ounting 

is immaterial. The iouncil's other receivables fall into this category of financialrnstruments.

Individually signiflcant receivables are considered for impairment when they are past due or whenother objective evidence is received that a specific counterparty *iir J"ruurt. Receivables that are notconsidered to be individually impaired are reviewed for impainnent in groups, which are determinedby reference to the industry and region of counterparfy and other available feafures of shared creditrisk characteristics. The percentage ofthe urite down is then based on recent historical counterpartydefault rates for each identified group.

Financial l iabil i t ies

The council's financial liabilities include other payables. These are stated at their nominal amounrwhich is a reasonable approximation of fair value.

All interest-related charges are included within'finance cosls,.

of the council are classified into loans

Page 1 I
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Sannat Local Council

o. Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires council members to makejudgements, estimates and assumptions that affect the application orpoti.i.. and reported amounts ofassets, liabilities, income and expenses. Use of availabli information and applicaiion ofjudgementare inherent in making estimates. Actual results in future could differ from such estimates and thedifferences may be material to the financial statements. The estimates and underlying assumptionsare.reviewed on an ongoing basis, Revisions to accounting estimates are recognisei iritt 
" 

period inwhich the estimate is revised if the revision affects onty ti'at fi;J, ; in the period of revision andfuture periods if the revision affects both current and future p"iiodr. 
'

ln-the opinion of the council members, the accounting estimates and judgements made in the cowseof preparing these financial statements are not difficult, subjective Li 
"ornpt"r 

to a degree whichwould warrant their description as critical in terms of the requiements-otlAs 1 (revised).

p. Borrowings

Borrowings are initially recognised at cost, being the fair value of the consideration received andincluding acquisition charges aisociated with the bonowing.

Subsequent to initial recognition, all interest-bearing borrowings, other than liabilities held for trading,are subsequently measured at amortised cost, using the effecfrve i"t"*rt method. Amortised cost iscalculated bytaking into account any discouni or premium on settlement. Liabilities which are hetd fortrading are subsequently measured at fair value.

Borrowing costs are recognised as an expense in the period in which they are incurred.

Page 12
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4 Receivables

Accounts receivable
Amounts due by other local councils

Prepayments and accrued income

Other receivables

Trade receivables

Within the cunent period

Exceeded credit period but not yet impaired

Bank Balances:

Ordinary funds

Special needs funds

Measure 323 bark account

Cash in hand

Cash at bank and in hand

6 Bankloan

Borrowings

5 Cash and Cash Equivalents
Cash and cash equivalents consist of cash in hand and balances with banks. Cash and cash
equivalents included in the statement of cash flows comprise of the following amounts in the
Statement of Financial Position:

201 l
€

2,599_

7,092

9,439

19.128

9,883

9,245

lg, l2g

2011

€

106,015

9,979

72,676

82

2011

€

96,887

20r0
€

6,396

20,253

9,439

36,100

26,855

9,245

2010

€

131,051

9,954

21,524

152

t62,6gl

2010

€

61,629

The. loan taken out by Sannat Local Council, with the approval of the Ministry of Fiaance
carried an interest rate of 4.95% per annum during 2011. The duration of the loan is for a
period of 20 years' The bank loan is secured by a I't General Hypothec over the assets of
Sannat Local Council for Loan I & Loan II total of €149,080, Uy a ptlOge dated 31't December
2007 on Savings Name Account number 11400287}ft held with nOVpt" Sannar for €931j
given by Sannat Local Council and by a letter of undertaking dated 0ll0il1008 by the council
that (i) funds received from Government shall be channeled to an accoutt held with the Bank
(ii) to authorize the bank to settle loan installment, fees & costs which may be due (iii) to retain
at all times sufficient funds in account.

Page 15



Sannat Local Council

7 Deferred Income Grants

Deferred Income I to 2 years
Deferred Income 2 to 5 years
Deferred Income over 5 vears

Opening Balance

Increase in grants

Release of grants

Closing balance

Less Current portion

Non-current portion

8 Payables

Payables
Accruals
Deferred income within one year
Loan payable within one year

Bank Interest Receivable

201 I

€

4,319

26,444

80,460

111,223

2011

€

49,623

65,090

4'18

113,235

2,012

2011

€

32,065
52,072
2,012

I1,925

2010

€

2,290

11,241

31,974

2010

€

48,623

48,623

3,118

45.505

2010

€

33,956
72,516
3,1 l8
9,977

t19.567

Accruals
Included in the accruals figure is an amount of €,9,317 which has been accrued for since 2005
for works to be carried out in relation to a water retention problem in ,Triq Santa Marija,.

9 Funds received from Central Government

In terms of section 55 of the Local Councils Act
(cAP 363)
Other Government lncome

l0 Income raised under Local Enforcement System

Income from contraventions

1l Investment income 20t1
€

367

200,208 200,901
5,309 4,15g

205,516 205,059

2011
€

2011
€

I  lJ

t13

20r0
€

2010
€

38
38

2010
€

330
330367
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Sannat Local Council

12 General Income

Income from permits
Income from tender documents
Income for library service
lncome from cultural activities
Income from Reinstatements
WSC
Contributions and donations

13 Personal Emoluments

Personal emoluments include. inter alia:
Mayor's Allowance
Councillor's allowance
Executive Secretary salary and allowances
Employees' Salaries
Social Security Contributions

14 Operations and Maintenance
Operations and maintenance includes, inter alia:

Repairs and Upkeep:

Road and Street Pavements (patching works)
Walkways
Street signs
Road markings
Public Property
Total

Contractual Services:

Refuse Collection (including bins on wheels)
Bring-in sites and tipping fees
Bulky Refuse Collection (including open skips)
Road and Street Cleaning (mechanical and manual)
Cleaning and Maintenance of public Conveniences
Cleaning and Maintenance of non-urban
Cleaning and Maintenance of parks & gardens
Cleaning and Maintenance of soft areas
Local enforcement expenses
Street Lighting

Total Operations and Maintenance Expenses 58.394

20tl
€

1,,620
1,050

466
s00

370
4,,006

201 I
€

4,390
5,797

24,634
25,292
4,219

64,322

20r1
€

9,215
125
391
751
188

____*lg679_

20tl
€

20,657
11,940

484
7,241
1,434
1,574

493
404
174

9,106

_____iJgz_

2010
€

1,530
450

0
7,500

19,276

20r0
€

10,524
4,650

23,095
21,549
3,530

63,34',7

8,200
596

20 l0
€

2,611
752

2,937
269

1,403

____J,872_

2010
€

23,776
12,107

515
5,916
1,413

384
521
854
93

4,943

____:0,522_

64,177
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Sannat Local Council

Notes to the Financial Statements for the vear ended 31 December 2011 (cont.)

I
I
I
I
I
I
t
I
I
t
I

t

15 Administration and other expendifure

utilities
Materials and supplies
Other repairs and upkeep
Rent
National and International Memberships
Office Services
Transport
Overseas travel
Information services
Other contractual services
Professional Services
Sponsorships and donations
Community and Hospitality
Depreciation
Lease of equipment
Fines and penalties

16 Finance costs

lnterest payable

Bank charges

Department of Local Councils
Gozo Joint Committee (Local Enforcement)
Gozo Regional committee
Ministry for Gozo
Malta Environment and Planning Authority
Water Services Corporation

The following were the significant transactions canied
having:

Significant control:
Revenue:
Amual financial allOoation

82,576

2011
€

4,226
239

2010
€

2,967
r69

Nature of relationship

Significant control
Joint control
No control
No conffol
No control
No control

out by the Council with related parties

201 I
€

{  a i t
+.JJ I

z,,sss
2,752
1,028

a1a
JLZ

2,588
ZIJ

3t6
1,3 18
4,124

13,348

15,213
27,818

l3
9,681

85,946

2010
€

5,264
? 5n?

473
1,029

555
2,8'12

228

1,1 16
4,494
9,519

12
28,899
?s ?55

257

4,465

l7 Contingent Liability

The Council has a bank suarantees in favour of the Malta Environment and Planning Authority
amounting to €8,988.

18 Related Parties Disclosures

During the year under review, the
parties:

Name of entity

Council carried out transactions with the following related

2011

€
200,208

20r0

€

_____l9q€g1-
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Sannat Local Council

Notes to the Financial Statements for the vear ended 31 December 20ll {cont.)

18 Related Parties Disclosures (cont.)

The ultimate conholling parry of the Local Council is Central Government since the Council,s
main revenue is from the Govemment allocation received every quarter. Apart from the normal
funds received from Govemmenq Councils also receive funds rilating to specific projects as
well as other funds for the improvement and betterment of the locality.

The Council also receives revenue from other Government entities such as Water Services
Corporation for trenching works carried out in the locality, and for the reinstatement of roads as
a result of the trenching works.

19 Capital Commitments

(D Details of Capital expenditure are as follows:
Approved but not yet contracted for (ii)

Contracted for but not provided in
Financial Statements(iii)

These could be analysed as
follows:
(ii) Approved but not yet contracted for:
Street Lanterns
Construction Administrative
ofiice
New administrative offices equipment
Mgan ix-Xini - Excavation & Public Convenience

Contracted for but not provided in Financial
Statements

Road resurfacing
New administrative offices
Street lanterns

2012
€

76,100

55,389
l31,4gg

9,60;
66,500
76,100

21,435
28,834
5,120

2010
€

71,657

55,453
127,110

13,970

26,925
I1,600
19,262
71,657

55,453

s5.389 << ,4 <2

In order to finance the capital commitments on the Administrative offrces the Council has
utilised the remaining part of the loan amounting to €63,109.

20 Risk management objectives and policies

The Council's activities expose it to credit risk and liquidity risk through its use of financial
instruments which result from its operating activities. The Council is not exposed to any market
risk. The Council's risk management is coordinated by the council memb".s and focuses on
actively securing the council's short to medium term cash flow by minimising exposure to
financial risks.

The most sigrificant f,rnancial risks to which the council is exposed are described below.
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Sannat Local Council

21.1 Credit risk

The council's exposure to credit risk is limited to the carrying amount of financial assets
recognised at the end of the reporting period, as summarised dlo;:

Class of financial assets - carrying amounts
Trade and other receivables
Cash and Cash Equivalents

Payables

tgg,752 162,691
207,990 lgg,7g1

2011

€
19,l2g

2010

€
36,100

The council contiauously monitors defaults of counterparties, identified either individually or
by grgup, and incorporates this information into its credit tisk controls. The council's policy is
to deal with only creditworthy counterparties.

he council considers that the above fmancial assets that are not impaired for each of the
reporting dates under review are ofgood credit quality, including those that are past due. S;;
notes 4 and 5 for further information on impairment or financial aisets that are past due.

None of the council's financial assets is secured by collateral or other credit enhancements

The- credit risk for liquid funds is considered negligible, since the counterparties are reputable
banks with high quality external credit ratings.

21.2 Liquidity risk

The council's exposure to liquidity risk arises from its obligations to meet its financial liabilities
which comprise payable-s. Pry...............{ent liquidity risk management includes maintaining sufficient
cash and committed credit facilities to ensure the availability of an adequate amount of funds to
meet the council's obligations when they become due.

The council manage its liquidity needs through yearly budgets and business plans by carefully
monitortng expected cash inflows and outflows on a daily basis. The council,s liquidity is
deemed to be sufficientin view ofan excess offinancial assits.

2011

€

97,974

2010

€

ttg,567

r19,567
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LOCAL COLINCIL SANNAT

Report of the Local Government Auditor to the Auditor General

We have audited the accompanying financial statements of Local Council
Sannat set out on pages 4 to 21, which comprise the statement of
financial position as at 31" December 2011, the statement of
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 surnmary of significant accounting policies and other explanatory notes.

,B
Spiteri Bailey I Co.

Accountancy Audit Advisory

Spited Eailey I (0.
Triq Dun Karm, Birkirkara Bypass

Birkirkara BKR 9038, Malta

Iel: +356 21499250
Mob: +356 79499248
tax: +356 71444815

advice@spiteribailey.com
www.spiteribailey.com

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 intemal 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 to 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 material 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 suffrcient and appropriate to provide a basis for our
qualified audit opinion.

Basis for Qualified Opinion

Intemational Accounting Standard 23 - Borrowing Costs, states that an entity shall capitalize
borrowing costs that are directly attributable to the acquisition, construction or production of a
qualiffing asset as part of the cost of that asset. The bank interest payable of Euro 4,226 (2010:
Etno 2,967) shown within the finance costs (refer to note l6) refer to borrowings taken specifically
for the construction of the new premises of the Local Council which assets fall under the definition
of qualifying assets. Consequently these costs should have been capitalized and not written off in
the statement of compreAe.nsive -income.

Partners: William Spited Bailey F.t.A., M.r.M., c.s.A., c.p.A. Registered Auditor
Karen Spiteri Eailey e.e. Hons. (A(ty.), t.r.A., A.M.r.T., c.p.A. Registered Auditor
(onnd Borg F.c.c.A., M.r.A.,0iprrR, c.p.A. Registered Auditor
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'BSpiteri Bailey 8Co.
Accountancy Audit Advisory

An amount of Euro 157,444 (2010: F;xo 102,252), shown within the property, plant and
equipment category'Construction', relates to works being carried out on the new premises of the
Local Council which project is stitl underway. This means that these costs should have been
recorded under the category 'Assets Under Construction' within the property, plant and equipment
schedule. Furthermore, no depreciation should have been calculated thereon in accordance with
International Accounting Standard 16 - Property, Plant and Equipment. This means that the
depreciation charge for the year is overstated by Euro 15,173 (2010: Etxo 6,972). The total
accumulated depreciation on these assets as at 3l* December 20ll amounted to Euro 29.976
(2010: Euro 14,803).

Qualified Opinion

In our opinion, except for the matters mentioned in the preceding paragraphs, the financial statements give a
true and fair view of the financial position of the Council as of 31 December 2011 and of the Council's
financial performance and cash flows for the year then ended in accordance with the International Financial
Reporting Standards as adopted by the EU.

Report on Other Legal and Regulatory Requirements

In our opinion, except as set out 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 tenns
of the said Act; and the local Councils (Financial) Procedures.

This copy of the audit report has been signed by
William Spiteri Bailey FIA MIM CSA CPA @artner) for and on behalf of
Spiteri Bailey & Co.
Certifi ed Public Accountants
Members of IGAF Worldwide
Dun Karm Street.
Birkirkara By-pass,
Birkirkara.
Malta.
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