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Statement of Local Council Members' and Executive Secretary's Responsibilities
For the year ended 31 Decamber 2015

The Local Counciis (Financial) Regulations require the Executive Secretary to prepare a detailed annual
admnistrative report which includes the Local Council's statemenl of comprehensive incomes 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 Councl and the Executive Secretary to ensure thal the financial statements forming part of the
report present fairly, in accordance with the accounting policies applicable to Local Councils, the income
and aexpenditure 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 Councils (Financial)
Procedures issued in lerms of the said Act

The Execulive Secretary is responsible to maintain a continucus internal contrel to ascenain that the
accounting, recording and other financial operations are properly conducted in accordance with the Local
Councils Acl, 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 irregularities

This statement was approved by the Council on 18th April 2016 and signed on its behalf by:

/ e

F"'”' gason Curmi
Execulive Secretary

(]
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Statement of Comprehensive Income

For the year ended 31 December 2015

2018 2014
Notes £ €
Revenue
Funds Received fram Central Governmant 3 £53,992 249111
Incorne raised under the Lozal Enforcemant Systam 4 1.604 1,307
General Income | & 182 4 275
261,778 254 693
Expenditure
Fersonal Emolumenis (& {63,585) (56,321)
Operations and Maintenance 7y (74 ,690) (91,065)
Administration and Other Expenditure a (130,178} (108,515)
(266.454) (257,901)
Operating loss for the year (6,578) (3.208)
Finance Income g 185 118
Finance costs 10 (5,065) (5.857)
Total Comprehensive loss for the year B (11.557) {D,647)

The netes on page & lo 25 form an integral part of these financial =latements,
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Statement of Financial Position

For the year ended 31 December 2015

2015 2014

Motes € €
ASSETS
Froperty. plant and equipment 12 936,123 720 564
Intangible Assets 11 252 -
Tatal non-current assets H3G, 375 720 564
Receivables 13 58,862 43 944
Cash and cash equivalents 14 37,920 171,088
Total current assets 96 782 215,033
TOTAL ASSETS 1,023.157 935,697
RESERVES AND LIABILITES
Retained earnings 147,165 158,713
Total reserves 147 165 158,713
LIABILITIES
Ceferred [noomes 17 579389 445015
Bank Borrowings 16 91 551 98,303
Total non-current liabilties 70950 543 318
Payahles 15 215,081 233 566
Total current liabilities 215,051 233,566
TOTAL RESERYES AND LIABILITIES 1,033,157 935 597

These financial statements were approved by the Local council en 12%h April 2016 and signed
on its oehalf by

- ?fleila Jason Cumi
Maypr Executive Secretary

Ine netes on peges & o 26 form an integral part of these finanzizl statements.
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Statement of Changes in Reserves

For the year ended 31 December 2015

Retained
Funds
€
Note

AL 1 January 2014 168,360
Lass for the year (9,647)

158,713
At 31 December 2014 U o
At January 2015 158713
Loss for the year (11,557)

147,156

At 31 December 2015

E
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Statement of Cash Flows

For the year ended 31 December 2015

Motes 2015 2014
£ €

Cash flow from operating activities
Net Loss for the year (11,557) (9.647)
Reconciliation to cash generated from operatians:
Depreciation 0875 64,313
Amortisation 32 -
Interesl Receivable (1B5) {118}
Inleresl Payable 5.056 6,445
Operating profit before working capital changes g4 354 60,954
(Imcrease) in receivebles {14.918) (22 224)
(Decrease) / Increase in payables (17.420) 45,511
Government grants released {37.818) (33,.633)
Cash {used in)/generated from operating activities (5,822) 51,646
Cash flows from investing activities
Interest received 185 118
Furchase of property, plant and equipment {286,537} (132.870)
Furchase of intangible fixed asszats (254
Receipt of Grant 171,097 173.326
Cash {used In) / generated from investing activities (115,538) 40,574
Cash flows from financing actvities
Repayment of borrowings (6,742) {8,317)
Interast payable (5,066) {5,446)
Cash used in financing aclivities (11,808} (12,763
Met {decrease) / increase in cash in the year (133,169) 70,458
Cash and cash equivalents at beginning of year 171,089 &1 830

Cash and cash equivalents at end of year 14 27,220 171.0B8

=l
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MNotes to the Financial Statemens

For the year ended 31 December 2015

1 General Information

The Local council Ta Sannat is the local autherity of Sannat sel up in accordance with the Local Councils
Act {1993} The office of the Local Council is situated at Sennat Read, Sannat, Goze. As from September
2015, the Local Council started forming par of the Local Enforcemant System Agency. These financial
statements were approved for issue by the Council Members on 15th February 2016 The Local Council's
presentation as well as funclional currency are denomirated in €

2 Accounting Palicies and Reporting procedures

The principal accounting policies applied in the preparation of these financial stalemerts are set out
below. These policies have been consistently applied to all the years presented, urless otherwise staled.

Acecauniing convention

Thase financial statements are prepared under the historical cost convention, as maodifisd to include far
values where it is stated in the accounling policies below. These financial statements are prepared in
accordance with the provisions of the Local Councils Aict Cap 363, the Financial Regulations issued in
terms of this Act and the Local Councils (Finencial) Procecures 1996 enacled in Malta and with the
requirements of the International Financial Reporting Standards as adopted by the EL

These financial stalements have been drawn up in accordance with the accounting pelicies and reporting
precedures prescribed for Lacal Councils in the Finaneial Regulations iszuad by the Minister of Finance in
conjuction with the Minister responsible for Local Govemment in terms of section B7 of the Local Councils
Act (Cap 363).

New and amended slandards adopted by the Local Council
During the pericd under review the Council has applied the following International Financial Reporting
Standards as adopted by the EU

The amendment in IFRS 8 in the Annual Improvements 2010-2012 Cycie requires ar entity to disclose the
judaments made by management in applying the aggregation criteria to operating segments including a
brief description of the operating segments aggregated and the ecocnomic indicators assessed in
determining whether the cperating segments share similar sconomic characteristics and clarifies that a
reconciliation of the total of the reportakble seameants’ assets to the endity's asssts should only be provided
if information about the amount of the segment assets are requiardy provided to the chief operating
decision-maker. The amendment is applied to annual periods on or after 1 July 2014

The amendmenl to the basis for conclusions of IFRS 13 in the Annual Impraverments 2010-2012 Cycle
clarfies that the issuance of IFRS 13 and conseguential amendments to 1AS 39 and IFRS @ dic nol
remeve the ability to measure shortHerm receivsbles and payables with no stated interest rate at their
inveoice amounts without discounting, if the effecl of discounting is immaterial. This amendment doss not
include any effactve date because thie is just to clarify the intended meaning in the basis of conclusions.
The amendment is applied to annual periods on or after 1 July 2014
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The amendments lo IAS 16 and IAS 38 n the Annual Impravemente 2010-2012 Cycle remove perceived
Inconsistencies in the accounting for accumulated depreciation/amortization when an item of property,
plant and equipment or an intangible asset is revalued The amended standards clarify that the gross
carmying amount is adjusted in @ manner consistent with the revaluation of the carrying amount of the
azsel and that accumulated depreciationfamertization is the diference between tha Qross camying amount
and the carrying amount after taking into account accumulated impairment losees. The amendments
apply prospectively for annual pariods beginning on or after 1 July 2014 with earlier application permitted.
The amendment is applied to annual periods on or after 1 July 2014,

The amendment in IAS 24 Related Party Disclosures in the Annual Improvements 2010-2012 Cycle
clarifies that 2 management enlity providing key managsment perscnnel services to the reporting entity or
to the parent of the reporting entity is a related party of the reparting entity. Consequently, the reporting
entity should disclose as related party transactions the amaounis incurred for the service paid or payable to
the management entity for the provision of key management personnal services. However, disclosure of
the companents of compensation lo key management parsonnel that is paid by the management entity 1o
the management entity's employees or directors is not reguired. The amendment is applied to annual
penods on or after 1 July 2014,

The Annual Improvements 2011-2013 Cycle in IFRS 13 Fair Value Maasurement clarifies that the sCope
cf the portfolio exception for measuring the fair value of a group of financial assats and financial liabilities
cn a net basis includes all contracts that are within the scope of, and accounted for in accordance with,
IAS 39 or IFRS 8, even If those contracts do not meel the definitions of financial assels or financial
liabilities within IAS 32. The amendment is applied to annual periods on or after 1 July 2014,

The Annual Improvements 2011-2013 Cycle in IFRS 3 and I1AS 40 are not mutually exclusive and
application of both standards may be required Consequently. an enlity acguiring an investmant property
must determine whether the property meets the definition of investment proparty in accordance with 1AS
40 and the transaction meets the definition of 2 business combination in accordance with IFRS 3, An
entty should epply the smendment prospectively for acquisitions of investment propery from the
beginning of the firsl period for which it adopts the amenoment. Consequently. accounting for aoquisitions
of investrment property in prior periods sheuld not be restated. Howsaver, an entity may chocse to apply the
amendment o individual acquisitions of investment property that occurred prior to the beginning of the first
annual period occurring on or after the effective date of 1 July 2014, if and only if information needed to
apply the amendment to earlier transactions is availahle to the entity. The amendment is applied to annual
pericds on ar after 1 July 2014,

In 1AS 40 the Annual Improvements 2011-2013 Cycle clarifies he interrelationship of IFRS 3 and 1AS 40
when classifying preperty as investment propenty cr cwner-occupied praperty. The description of ancillary
services In IAS 40 differentiates betwsen investment property and owner-cocupied property. IFRS 3 is
used lo determine if the transaclion is the purchase of an asset or 2 business combination. The
amendment is applied prospectively for business combinations for periods beginning on or efter 1 January
2015,

The amendment to IAS 24 clarifies that a management entily — an entily that provides key management
personnel services — is a related party subject to the relaled party disclosures. In addition, an entity that
uses a management entity is required to disclose the expenses incurred for management services. The
amendmeanl is applied retrospectively.

In IFRS 1 the Annual Imprevernents 2011-2013 Cycle carifies that an entity may choose tc apply sither a
current standard or a new standard that is not yet mandatory, but that permits sarly application, provided
eitner standard is applied consistently throughout the periods presented in the entity's first IFRS financial
staternents. The amendment is effective immediately for pariods beginning on or afler 1 January 2015,
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The Annual Improvements 2011-2013 Cycle clarifies that IFRS 3 joint arrangements are outside the scops
of IFRS 3, not just joint ventures and the scope excastion applies only to the accounting in the financial
staterents of the joint arrangement itself. IFRS 11 Joint Arrangements introduced ‘joint arrangements’ {o
replace the concept of joint ventures' in 1AS 31 Interesls in Joint Ventures. The scope exception o IFRS 3
is updatad to reflact this change. The amendment is applied prospectively for pericds beginning on or after
1 January 2015,

The portfolic exception in IFRS 12 can be applied to financial assets, financial liabilities and other
contracts. When measuring fair value, the portfolio exception can be applied to contracts within IAS 3%
Financial Instruments: Recognition and Measurement or IFRS 9 not just to lhose contracts that meet the
definition of financial assets or financial liabilities. The amendment is applied prospectively for periods
beginning on or after 1 January 2015,

Standards, amendments and interpratations to existing standards that are nol ol affective
A number of new Intemational Financial Reporting Standards and amendments and revisions therato
were in issue but not yet adopted by the EU during the financial year under review. Thess include the

The International Accounting Standards Board {1A5B) has published *Disclosure Initiative — Amendments
o IAS 1). The amendments aim at clarifying 1AS 1 to address perceived impediments to preparers of
exercising their judgment in presenting their financial reports. These are effective for annual paricds
beginning on or after 1 January 2016, with eadier application being permitted.

In July 2014, the IASE finalized the reform of financial instrurment accounling and issued IFRS D which
contains requirements for the claseification and measurement of financial assets and financial liabilities,
impairment methodology and general hedge accounting. IFRS § (as revised in 2014) will supersads 1AS
32 Financial Instruments: Recognition and Measurement upon its effective date for annual periods
beginning on or after 1 January 2018,

The Annual Improvements 2012-2014 Cycie include a number of amendments to various IFRSs. The
amendments to IFRS b introduce specific guidance in IFRS 5 for when an aclivity reclassifies an asset (or
disposal group) from held for sale to held for distribution to owners (or vice versa). The amendments
ciarfy that such a change should be considered as & continuation of the original plan of disposal and
hence requirements set out in IFRS 5 regarding the cnange of sale plan do not apply. The amendments
also clanifies that the guidance for when held-for-distribJtion accounting is discontinued. The amendment
is applied 1o annual periods on or after 1 January 2016

The amendments te IFRS 7 in the Anrual Improvements 2012-2014 Cycle provide additional guidance to
clarify whether a servicing contract is conlinuing involvemant in a trans‘emed asset for the purpose of the
dizclosuras required in relation te transferred assets. The amendment is applied to annual periods on or
after 1 January 2016

Amendments 1o IAS 1 Presentation of Financial Slatements addresses perceiven impediments 1o
preparers exercising their judgment in presenting their firancial reports by making the following changes

10
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Clarification that information should nol be obscured by aggrecating or by providing immaterial
nformation, materiality considerations apply to the all parts of the financial statemenls, and even when a
standard requires a specific disclosure, materiality considerations do apply. Clarification that the list of line
items to be presented in these slatements can be disaggregated and aggregalaed as relevant and
additional guidance on subtotals in these statements and clarification that an entity's share of OCI of
equity-accounted associates and joint ventures should be presented in aggregate as single line items
based on whether or nat it will subsequently be reclassified 1o profit or loss. Additional examples of
possible ways of omdenng the notes to clarify that understandability and comparability should be
considered when determining the order of the notes and to demonsirate that the notes need not be
presented in the order so far listed in paragraph 114 of 1AS 1. The amendmants tc 145 1 are effective for
annual periods beginning on or afler 1 January 2016 with sadier application permitted,

The amendments to IAS 16 prohibits entities from Using a revenue-hased depreciation metrod for iterns
of property, planl and egupment. The amendmant 1o 1AS 38 introduce a rebuttable presumption tha
revenue is not appropriate basis for amortization of an intangible assel. This presumption can only be
rebultad when the intangible asse! is expressed as @ measure of revenue and when it can be
demonsirated that revenue and the consumption of the economic banefts of the intangible asset are
highly correlated. The amendmenis apply prospectively for annual pericds beginning on or after 1 January
2016 with earlier application permitted.

The amendments of IFRS 10, IFRS 12 anc IAS 28 |nvestment Entities Applying the Consclidation
Exception clarify that the axamplion from preparing consolidated financial statements is available tc a
parent entily that is a subsidiary of an investment entity, even i the investment entity measures all its
subsidiaries at fair value in accordance with IFRS 10, Consequential amendments have also been made
to IAS 28 ta clarfy that the exemption from applying the equity methad is also applicakble to an investor in
an associate or joint venture if that investor is a subsidiary of an invesmant entity that measures all ils
subsidaries at fair value. The amendments further clarify that the requirement of an investor entity to
consclidate a subsidiary providing services related to the former's investment activilies applies only to
subsidiaries that are not investment entities themeelves. Moreover the amendments clarify that in applying
the equity method of accounting to an associate or  joinl venture thal is an investment entity, an investor
may retain the fair value maasurements that the associate or joint vanture used for its subsidiaries. Lastly,
clarification is also made that in investment entity thal measures all its subsidiaries at fair value should
provide the discicsure required by IFRS 12 Dizclosures of Inlerests in Other entities. The amendments
apply retrospectively for annual periods beginning on or after 1 January 2016 with earlier application
pemitted,

In IFRS 2 the Annual Improvement 2010-2012 Cycle amends the definitions of ‘wasting condition’ and
‘market condition’ and adds definilions for ‘performance condition’ and ‘service condition’. Performarnice
condition and service condition are defined in order 4o clarify various issues, including a performance
condition which must contain a service condition, & parformance target that must be met while the
counterparty is rendering service, a performance target may relate to the operations or activities of an
entity. or to those of another entity in the same group and a performance condition that may be a market
or non-market cendition. The period of the performance targel must not extend beyond the end of the
service period, but may starl earlier if the service period is not ‘substantially before the commencamant of
the servica period . The amendmeril is effective prospectively for annuzl periods beginning on or after 1
February 2015,

In IFRS 2 the Annual Improvement 2010-2012 Cycle requires contingent consideration that is classified as
an asset or a liability to be measured at fair value at each reporting date. Contingent consideration is a
business acquisition that is not classified as equity is subsequently measurac at fair value through profit or
loes whether or not i falls within the scope of IFRS 9 Financial Instruments, Contingent consideration
cannot be measured at fair value through othsr comprehenswe income. The amendment is effective for
business combinations prospectively for annual periods beginning on or after 1 February 2015,

11
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In IFRE & the Annual Improvement 2010-2012 Cycle mequires disclosure of the judgments made by
management in applying the aggregation criteria lo opsrating segments, clarify reconciliations of segment
assets only required if segment assels are reported regulady. Operating scgments may be
comoined/aggregated if they are consistent with the core principle of the slandard. If the segments have
similar economic characteristics and if they are similar in other qualitative raspects. If they are combined,
the entity must disclose the economic characteristics used to assess whether the segments are 'similar.
The amendmenl is effective retrospectively for annual perods beginning on or after 1 February 2015,

In IFRS 13 the Annual Improvement 2010-2012 Cycle clarifies that issuing IFRS 13 and amending IFRS 9
and |AS 38 did not remove the ability tc measure certain short-term receivables and payables on an
undiscounted basis. The IASE clarified in the Basis of Conclusions thal shor-lerm receivables and
payables with no stalad interest rates can be held at invoics amounts when the effect of discounting is
immaterial. Entities still need to perform an evaluation of ‘immaterial in order to record the receivable and
payable at invoice amounts. The amendmenl is effective immediately for annual periods beginning on or
after 1 February 2015,

The amendment to IAS 16 and 1AS 38 in the Annual Improvement 2010-2012 Cycle clarifies that
revaluation can be performed either by adjusting the gress carrying amount of the asset to market value or
delermine tha market value of the camying amount and acjust the gross carrying amount proportionately
2o that the resulling carrying amount equals the markst value. The IAS also clarified that accumulated
depreciation/amortization is the differance between the gross camying amount and the carrying amount of
the asset. The amendment tc IAS 16 and 145 38 clarifies thal the accumulated depreciationamertization
is eliminated so that the gross camying amount and carrying amount equal the marke: value. The
amendment is effective retrospectively for annual periods beginning on or after 1 February 2015.

The Council is 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 Council anticipate that the
adoption of other Intermational Financial Reperting Standards that were in issue at the date of
authorisation of these financial statements, but not yat effective will have nc material impact on the
financial staterments in the periog of initial application.

intarinible Assel

Computer software is valued at cost less accumulated depreciation and impairment losses to date.
Depreciation te write off the cost s calculated on a menthly basis using the reducing balance mathod at
20%: per annum.

Property, planf and equipment

Froperty. plant and equipment are stated at cost less accumu ated depreciation and impaiment losses to
date. Depreciation is calculated on a monthly basis using the reducirg oalance method at rates calculated
to write off the cost less residual value of each asset over its expected useful life as follows:

%
Land i
Trees 0%
Buildings 1%
Qffice furniture and fitting= B%
Conslruclion works 10%
Lirban Imorovements (Straet Furnilure) 10%
Special Projects 10%
Office Equipmant 20%
Motor Vehicles 20%
Flant and Machinery 20850

12
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Computer equipment 25%
Plants 10%
Litter Bins Replacement Bazis
Playground Fumniture 100%
Traffic Signs Replacement Basis
Reoad Signs Replacement Basis
Street Mirrors Replacement Basis
Street Lights 100%

Gains and |osses on disposal of property, plant and equipment are determined by reference to their
carrying amount and are taken into account in determining operating profit. The residual values and usefu
lives cf the assels are reviewed and adjusted as appropniate, at each Statement of Financial Position date
The camrying amount of an asset is written down immediately to its recoverable amount if the carrying
amount of the asset ie greater than its estimated recoverable amount.

Subsequent cosls are included in the carrying amount of the asset or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
council and the cost of the item can be measured relisbly, All other repairs and maintenance are charged
to the Statement of Comprehensive Incoma during the financial pericd in which they ars incurred

impairment of Asseis

Assets that have an indefinite uselul life are not subject to amortisation and are teslea annually for
impairment. Assets that are subject to amortisation or depreciation are reviewed for impairment whenever
events or changss in circumstances indicate that the carrving amount may net be recoverablz. An
impairment loss is recognised for the amount by which the carrying amount of the asset exceeds its
recoverable amount. The recoverabla amaunt is the higher of the fair value of the assel less cosls lo sall
and the value in use. Impairment losses are immedialely recognised as an expense in the Statement of
Camprehensive Income

Amcunts receivable

Amounts receivable are recognised inilially at fair value and subsequently measured at amortised cost
using the effective interest rate method, less provision for impairment. A provision for impaiment of
amounts receivable |5 establishad when there is objective evidence that the Council will not be able to
collect all amounts due accerding to the eriginal terms of the receivables, The amount of the provision is
the difference between the carrying amounl of the aseet and the present value of the estimated fulure
cash flows, discounted at the effective interest rate. The amount of the provision is recognised in the
Statement of Comprehensive Income.

Helated FPartics
Related parties are those persons or bodies of persons having relationships with the Council as defined in
International Accounting Standards Mo, 24,

Revenue

Fevenue is recognised when there are no significant uncedainties conceming the derivation of
consideration or associated costs Inlerest income is recognised in the Statement of Comprehensive
Income as it accrues.

Income fram cantral government is not recegnised until there ig reasonable azsurance that the Council will
comply with any conditions atlached to it, and that the income will be received. The received income is (o
be recorded gross and sny deductons made for non compliance are to be disclosed separately with
BXPENSEs,
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Govermmeni gracis

Govarnment grants relating to costs are deferred and recognised in the Statement of Comprehensive
Income over the period necessary to match them with the costs that they are intended to compensate
Government grants relaling to the purchase of property, plant and eguipment are included in non-cument
liabilities as deferred government grants and are credited to the statement of comprehensive income over
the expaclad lives of the related assets.

Foreign currencies

ltems included in the financial staterments are measured using the currency of the primary economic
environment in which the Local Council operates. These financial statements are presented in € which is
the Council's funclional and presentation currency.

Transactions denominaled in foreign currencies are Iranskated into € at the rates of exchange in cperation
on the dates of the transactions. Monetary assets and liabilities expressed in foreign currencies are
translated into suro at the rates of exchange prevailing at the date of the Statement of Financial Position.

Profits and losses

Only profils that ware realised al the date of the Statement of Financial Position are recognised in these
financial statements. All foreseeable liabilites and potential losses arising up lo the said date are
accounted for even if they become apparent betwsen the said date and the dale on which the financial
stalernents are approved.

Cash and cash eguivalents

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

Crtical aceauniling estimates and judgements

Estimates and judgements are continually evaluated and based on histonic experience and other factors
including expectations of future evenis that are believed lo be reasonable under the circumstances. In the
opinion of the Exacutive Secretary, the accounting estimates and judgements made in the preparalicn of
the financial statements are net difficull, subjective or complex, to & degree that would warrant their
description as critical in terms of the requrements of IAS1 (revised) - 'Presentation of Financial
Staterment.

Capital managerman!
The Council's capital consists of its nel assels, including working capital, represented by s retained
funds. The Council's menagement objectives are to ensure:

- that tne Council's ability to continue as a going

- thiat the Council mainlains & positive working capital

To achieve the zbove, the Council carries cut a guarterly review of the working capital ratio (Financial
Situation Indicalor’). This ratic was negative at the reporting date and has net changed significantly from

the previous year, The Council also uses budgets and business plans to set ils strategy te optimise its use
of available funds and implement its commilments to the locality

Firancal bistrument
Firancial assets and financial liabilities are recognised when the Council becomes a party to the

14
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contractual provisions of the financial instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and all substartial risks and rewards are transferrac

A firancial liakility is derecognised when it is extinguished, discharged, cancelled or expired.

Financial assats and financial llabililies are measured in tially at fair value plus transaction costs. They are
measured subsequently as described balow

Einarivial assets
For the purpose of subsequent measurement, financial assets of the Council are classified into loans and
receivables upen initial recognition.

Hecelvables are subject to review for impainment at lsast at each reporling date. Financial assets are
impaired when there is any objeclive evidence that a financial asset or a group of financial assats is
'mpaired. Different criteria to determine impairment are applied for each calagory of financial assete,
which are described below.

All income and expenses relaling to loans and recevables are presented within finance income' or
finance costs', except for impairment of receivables which is presented within 'administration and other
expenditurs’

Loans and receivables are non-derivative financial 2ssels with fixed or detarminable payments that are not
quated in an active market. After initial recognition, these are measured at amorised cost using the
effective inlerest method, less provision for impairment. Discounting is omitted where the effect of
discounting is immaterial. The Council's other receivables fall inlo this category of financial instruments,

Individually significant receivables are considered for impairment when they are past due or when olher
objective evidence is received that a specific counterparty will default. Receivables that are nat considerad
to be individually impaired are reviewed for impairment in greups, which are determined by reference 1o
the industry and region of a counterparty and other available features of shared credit risk characteristics.
The percentage cf the write down is then basaed on recent historical counterparty default rates at each
identified group.

Financial Liatilities

The Council's financial liabilities includes other payables. These are stated at their nominal account which
is & reasonable approximation of fair value,

All interest-related charges are included within finanze costs'

3 Funds recelved from central government

2015 014

€ €

In terms of seclicn 55 of the Lozal 210933 203,688
Other Government Income 43.050 454723
253 002 249111
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4 Incame raised under Local Enforcement System

2015 2014
€ £
Administration Income from Contraventions 1.604 1,207
1,604 1,307
5 General Income
2015 2014
€ £
Community Services 1.128 -
Cultural Events 1,623 1,051
Contributions 56 857
Income from Fermits 1,812 1,148
Documenl and information charges 1,363 1.218
€182 4275
6 Loss for the year
2015 2014
Loss for the year is stated after charging: £ £
Staff Salaries fdote 53,586 58,281
Amorisation of Intangible assets 3z -
Depreciation of property, plant and equipment 70,978 64,212
134 596 122,584
Stall Salanes
2015 2014
€ £
Mayor's Remunaration 7048 B,8828
Mayor and Counclliors' Allowances 5,400 6,400
Executive Secretary salary and allowances 27.883 25,816
Employess' Salaries 1B.465 15884
Social secunty contributions 3BTT 3313
63,585 58,281
Avarage number of persons employved
Employees 2 2

Mayoer and Councillors 5 =
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7 Opearations and Maintenance

Repairs and upkeop

Road and street pavernents
Street signs

Road markings

Public Property

Other repairs and upkeep

Contractual services!

Refuse collection

Bring-in sites and tipping fees

Bulky rafuse collaclion

Feoad and street cleaning

Cleaning and maintenance of public conveniences
Cleaning and maintenance of parks and gardens
Streel lighting

Total operations and maintenance expenzes

& Administration and other expenditure

LHilities

Matenals and supplies

Rent

MNaticnal and international mamberships
Dffice sarvices

Transpori

Infarmation services

Other contractual services
Professicnal services

Community and hospitality
Depreciation

Amortisation

Increase in Provision for bad debts
Lease of equipment

Penalties

17

2015 2014
(3 £
3,207 3,147
1,275 1,780
- 443
1,484 B 320
3,727 5772
993 19,442
18,225 18,471
10,508 7727
612 3172
10,269 8,806
1,698 1,051
18,391 16.253
4,994 13133
64,697 71.623
74,680 91.085
2015 2014
1 2 E
4,930 4,625
B15 1,148
1,278 1,278
B10 87
8,478 5,365
609 110
3,235 1,735
123 3,052
9212 10,360
21,650 15,240
70,078 64,313
a2 -
1.013 158
513 257
6701 -
108,515

130,178
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8 Finance Income

2015 2014
L1 £
Bank Interest receivable 185 118
185 118
10 Finance Costs
2015 2014
€ £
Interest payable 5,022 B 44E
Bank charges 44 Zi B
5,068 B,557
11 Intangible Fixed Aszets
Computer Total
Saoftware
£ €
Cost
At 1 January 2015 5
Additions 284 254
At 31 December 2015 284 284
Provision for amortisation
At 1 January 2015 5
Charge for the year 32 32
At 31 December 2015 32 32
Net Book Value

Al 31 December 2015 252 252

18
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13 Receivahles

2015 2014

[ £

Amounts receivable 3,728 2628
Fiepayments and accrued income 54,684 40,955
Other receivables 450 451
52,862 43 Q44

Amounts recelvablc

General receivables are analysed as folows: 2015 2014
£ €

Wiithin credit period 1,105 429
Exceeded credit period but not impaired 2623 2,088
3,728 2,528

Nole
Receivables are net of provision for doubtful debts of Eur 1,013 {2014 : Eur 0)

14 Cash and cash equivalents

Cash and cash equivalents included in the statement of cash flows comprize the following Statement of
Financial Position amounts:

2015 2014
L £
Bank Balances 37795 170,591
Cash in Hand 125 BE
37 920 171,088

15 Payables
2015 2014
£ €
Amaunls payable 5,848 38,353
Accruals 1249 562 144 473
Deferred income within cne yaar a7.820 38,515
Loan payable within one year 11.821 11,825

215,051 233,556
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13 Recelvables

2015 2014

C €

Amounts receivable 3728 2528
Frepayments and accrued income 54 684 40 955
Other receivablas 450 451
58, BE2 43 544

Amouiits receivabie

General receivables are analysed as follows: 2015 2014
£ €

Whithin credit pericd 1.105 429
Exceeded credit period but not impaired 2823 2,098
3728 2528

Nole

Receivables are net of provision for doubtful debts of Eur 1,013 {20414 . Eur 0)

14 Cash and cash equivalents

Cash and cash equivalents included in the statement of cash f.ows comprise the following Statement of

Financial Position amounts:

2015 2014

€ L

Bark Balances 37,785 170,991
Cash in Hand 125 83
37,820 171,089

15 Payables

2015 2014
£ £

Amounts payable 35,848 38,353
Accruals 129,562 144473
Deferred incorne within one year ar.gan 38,915
Laan payable wihin one year 11,821 11,825
215,051 233,565
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16 Long Term borrowings

Bank lzan

Loan repayable frem 1 1o 2 years
Loan repayable fram 2 ta & years
Loan repayatle over & years

11,825
5475
51,003

_The loan taken out by Sannat Local Council, with the appreval of the Ministry of Finance camiad an
interest rate of 4.65% per annum during 2015. The duration of the loan is for & pericd of 20 ysars. The
bank loan is securad by a 15l General Hypothee over the assets of Sannat Local Council for Loan | and

Lean |l total of £110,128 and by a letter of undertaking dated 01/02/2008 by the council that :
- funds received from the government shall be channelied 1o an account held with the bank:

- 1o authorise the bark to settle lcan instalments. fees and costs which may be due;
- to retain at all times sufficient funds in accoun:,

17 Deferred income

Government Grants
Al 1 Jaruary
Increase in year
Released in year

At 31 December

Current defarred income

Mon-cument deferred income

Deferred Government Grants
Ceferred betwaen one and two years
Deferred between two and five years
Deterred in five yvears or more

2015 2014
£ £
453830 344 237
171,097 173,326
655,027 517,663
(37.818) {33,633)
617.208 453,830
37,820 38,815
579 389 445,01
53,053 35,494
136,838 85,548
388,517 323,872

578,388

445,015
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18 Capital commitments

2015 2014
€ C
Total capital commitments 142.800 228.008
(1) Approved but not yet contracted for:
Special Programmes 61,100 -
Flaying fiald 60,200
121,300
(i) Contracted for but nct provided in Financial Statemants
Special Programmes 20,000 218,054
Playing field . g.114
Cifice Equipmant 1,500 -
Office furniture - B4D
21,500 228,008
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19 Related Parties
Curing the year under review, the Council camed out transactions with the following related parties:

Narie of entify

Deparimenl of Local Councils
Local Enforcement System Agency
Gozo Regional Commilles

Central Reginnal Commitee

Morth Regional Committee

South Eastern Regional Committee
Salth Regional Committes

Police General Head Quartars
Malla Ervimnment and Planning Authority
Vater Services Corporation
Enemalta Corporation

Department of Agriculture

Director General - Works Divigion
Dapardment of Lands

Ceparment of Inland Revenue
Aimalta ple

Bank of Valletta plc

Waslesary Malta Limited

Kuneill Malkii ghall-iSports

Mitts Limited

Ministry far the Family

Malta Communications Authority
Srean WM

The following were the significant transactions carred out oy the Council with related parties having

significant control;

Annuzl Financial Allceation

Key management compensation

Nature of refationship

Significant control
Joint control
Joint control
Mo contral
Mo control
Mo control
Mo control
Mo control
Mo control
Mo control
Mo cantrol
Mo control
Mo control
No control
Mo control
Mo control
Mo control
No control
Mo control
Mo control
Mo control
Mo control
Mo control

2015
£

Transactions with key management perscnnel are disclosad in note €.

Ultimate controlling party

The ultimate controlling party of the Local Counci! is Central Govemment since the Council's main
revenue is from the Govemmenl sliocation received every quarter Apart from the normal funds received
from Government, Councils also receive funds to specific projects as well as otner funds for the

improvernent and betterment of the locality.
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20 Financial Risk Management

21

The Council's activilies expose it to 2 variety of financial fisks such as market risk, credil risk, liquidity risk,
and interest rate risk. The Council's overall risk management pregramme focuses en the unpredictability
of financial markets and seeks lo minimise potentisl adverse effects on the Ceuncils financial
parformance.

Credit Risk

Financial assels which potentially subject the Council to concentrations of credit risk consist principally of
cash a bank and receivables. Tre Councils cash is placed with quality financial institutions as well as it
limits the amount of credit exposure with any one financial insticution. The Council has appropriate policias
to ensure that income is received from sources with appropriate credit history. In this respect, credit nisk
with respect to receivables is monitored continuously and the Council places a provision on any debt on
which there is doubt of recoverability. Bad debts are therefore negliginle and in this respect the Council
has na significant concentration of credit risk.

The maximum exposure to credit risk for amounts receivable at the reporting date, net of impairment
losses, by type of customer is as follows.

Receivables from related parties 3728

Liguridity risk

Liquidity risk is cefined as financial distress, an extraordinary measure which needs to be laken 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 te ensure that it is available within lhe necessary tme
frame in order not to create financial distress and curtail current obligations as well as future short term
commitmants. The Council monitors and manages its risk to a shartage of funds by maintaining sufficient
cash and by menitoring the availability of raising funds to meet commitments due. In fact, at year and, the
Council has as cash and cash aquivalants the amount of £37,920. This should ensura an cngoing working
capital of the Council for the next 12 menthe. The Council also maintains a positive net assel pesition of
€147 155 ensuring that adequate headroom is available tc cover present liabilities as well as shot term
obligations and commitmeants arising

Foraign cumsncy risk

Foreign currency transactions arise when the Council buys or sells goods whose prices is dencrinated in
a foreign currency, or incurs or settles liabilities, denom nated in a foreign currency. The Council does not
trade in any foreign currencies.

Interest rate risik
Interest rate risk mainly arises through interest bearing lishilities and assets. The cbjective of interast rate

risx management is to cptimise the balance between minimizing uncertainty caused by fluctuaticns in
interest rates and maximising the nel interest income and expense.

Fair values estimaticn

The nominal values less estimalted credit adjussments of receivables and payables are assumec 1o
appraximate their fair values, clhenvise, these have been adjusted to approximate their fair values.
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LOCAL COUNCIL SANNAT

Report of the Local Government Auditor to the Auditor General

We have audited the accompanying financial statements of Local Council Sannal set out on pages 4 to 25,
which comprise the statement of financial pesition as al 31" December 2015, the statement of
comprehensive income, the statemeant 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 Sscratary and the Council are responsible for the preparation and
fair presentation of these financial statemants in accordance with the International Financial Reporting
Standards as adoptad by the EU and for such intemal control as the Council determines is necessary to
enahle the preparation of financial statements that are free from material misstatement, whather due to
fraud ar error.

Lacal Government Auditor's Responsibility

Our responsibility is to express an opinion on thesa financial statemants based on our audit. We conducted
our audit in accordance with Internalional Standards on Auditing. Those standards require that we comply
with ethical requiremants and plan and perform the audit to obtain reasonable assurance whethar the
financial slatements are free from material missiatement.

An audil involves performing procedures to oblain audit avidence aboul the amounts and disclosures in the
financial statements. The proceduras selected depend on the auditor's judgement, including the
aseessmeant of tha risks of material misstatement of the financial statemeants, whether due to fraud or eror.
In making those risk assessments, the auditor considers internal control relavant to the preparation and fair
presentation of the financial statements in order to dasign audil procedures that are appropriate in the
circumstances, but not for the purpose of exprassing an opinion on the effectiveness of the internal control
of the Local Council. An audil alse includes evaluating the appropriateness of accounting policies and the
reasonableness of the accounling estimates made by the Executive Secretary and tha Council, as well as
avaluating the overall presentation of the financial statemeants.

We beliave that the audit evidance wea have obtained is sufficient and appropriate to provide a basis for our
qualified audit apinian

THE POWER OF BEING UNDERSTOOD s
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Basis for Qualified Opinion

An amount of Eure 196,657 shown wilhin tha properly, plant and equipment category 'Construction’, relates
lo works carried cut on the new premises of the Local Council which praject was anly finished in May 2012,
Depreciation started being calculated on the project while it was still in progress, when ne depraciation
should have been calculated thereon in accordance with Intemational Accounting Standard 16 — Proparty,
Plant and Equipmant. Furthermors, the interest on the bank loan taken specifically for this project,
amounting o Euro 10,018, was not capitalized in accordance with International Accounting Standard 23 —
Borrowing costs. As a consequence of these matters, the depreciation charge for the year is understated by
approximately Euro 2 B35, the accumulated depreciation is overstated by Euro 16,823 while tha lotal nst
book value of this asset is understated hy approximately Euro 26,841,

Qualified Opinion

In our apinion, excepl for the matter mentionad in tha preceding paragraph, tha financial statements give a
trua and fair view of the financial position of the Council az of 31 December 2015 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 oul in the preceding paragraph, the financial statements have been properly

prepared in accordance with the Local Councils Act, (CAF 363); the Financial Regulations issued in terms
of tha said Act; and the Local Councils {(Financial) Proceduras,

Emphasis of Matter

Without further gualifying our audit opinion, we would like to bring your attention to the fact that as at 31
Decembar 2015, the current liabilties of the Local Council exeeedad ils currant assets by Euro 118,259
indicating possible liquidity problems.
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