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Statement of Local Cauncil Members' and Executive Becretary's Responsibilities
For the year ended 31 December 2016

The Local Councils (Financial} Regulations require the Executive Secretary to prepare a detailed annual
administrative report which includes the Local Council's statement of comprehensive income for the year
and of the Council's retained funds at the end of year. By virtue of the same regulations it is the duty of the
Local Council and the Executive Secratary 1o ensure thal the financial stalemenls forming part of the report
present faifly, in accordance with the accounting policies applicable to Local Councils, the income and
expenditure of the Local Council for the year and ils 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 larms of the said Act.

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

This stalement was approved by the Council on ' - 2017 and signed on its behalf by:

e i

< Philig' Vella ¢ Jason Curmi

Mayaor Executive Secretary
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Statement of Comprehensive Income

For the year ended 31 December 2016

Notes
Revenue
Funds Received from Central Govemnmeril 3
Income raised under the Local Enforcement System 4
General Income 5
Expenditure
Parsonal Emoluments 8
Uperations and Maintenance 7
Administration and Other Expanditure B
Operating loss for the year
Finance Charges
Finance Income 9
Finance costs 10
Total Comprehensive loss for the year . (5]

2016 2015
€ €
274,125 253 992
828 1,604
16,287 6,182
290,340 261,778
(B1,B68) (63,586)
(61,846} (74 690)
(182.411) (130.178)
(306,125) [268,454)
(15,785} (6,576)
30 185
(4,772) {5.066)
(20,527) (11,557)
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Statement of Financial Position

For the year ended 31 December 2016

2016 2015 2015

MNotes Afresfatan A Fregay shaded
ASSETS € € €
Intangiole Assels 11 755 252 252
Froperty, plant and equipment 12 855235 947,665 936,123
Total non-current assets d55,891 47,917 936,375
Receivables 12 26 451 5B BEZ &R 862
Cash and cash equivalents 4 45,807 37,920 a7.9z0
Total current assets 72,268 86,782 oG, 782
TOTAL ASSETS 926,259 1,044 699 1,033 157
RESERVES AND LIABILITES
Retained earnings 136,171 158,695 147 1868
Total reserves 138171 158,598 147,156
LIABILITIES
Deferrad Income 17 506, B70 579 389 K74, 385
Bank Borrowings 18 54,504 91,561 1,561
Total non-current liabilties 591,37 E70.950 670,850
Payahles 15 198,714 215,051 215051
Total current liabilities 188,714 215,051 215051
TOTAL RESERVES AND LIABILITIES 425 259 1,044 5948 1,033,157

These financial statements were approved oy the Local council on 2017 and =igned

on its behalf by

_Ahilip }5”;%"3 Jason Curmi
Mayar Executve Sacretary




..... T . T LICFRETLES L7345 TR A R

Local Counzil Ta' Sannatl
Annual Report and Financial Statements 2018

Statement of Changes in Reserves

For the year ended 31 December 2016

Retained
Funds
=
At 1 January 2015 as previously stated 158,713
Frior year Adjustment 11,542
A1 1 January 2015 restaled 170,255
Total comprehensive loss for the year [¥1.567)
At 31 December 2015 156 B9E
At 1 January 2016 as previcusly stated 147,156
Prior year Adjustmant 11,542
A1 January 2016 restated 158,608
Taotal compranensive loss for tha year (20,527
At 31 December 2016 138,171
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Statement of Cash Flows

For the year ended 21 December 2016

MNotes 2016 2015
3 €
Cash flow from operating activities
MNet loss for the year 20,527 {(11,557)
Reconciliation to cash generated from operations
Depreciation 117,896 70,978
Amaorlisation 18939 32
Mevemenl in bad debls provision 771 1,012
Inlerest Recaivable {30) {185)
Interest Payable 4,772 5,066
Operating profit before working capital changes 103,081 €5, 348
Decrease ! {Increass) in receivables 31630 (15,931}
(Decrease) inpayables (32,614) (17,420;
Govermment granis released (55,242 (37,818}
Cash generated from / (used in) operating activities 45 855 (5.822)
Cash flows from investing activities
Interest received 3C 185
Purchase of property, plant and equipment {25 467} {286,537)
Purchase of intangible fixed assels (702} (284)
Reaceipt of Grant - 171,087
Cash {used in) investing activities (26,138) (115 539)
Cash flows from financing activities
Repaymenl of borrowngs (7,057) (6, 742)
Irterest payablz i4,772) (5,056)
Cash (used in| financing activities (11,829) (11,8B08)
Net increase / (decrease) in cash in the year 7,887 (133,169]
Cash and cash equivalents at beginning of year 37,920 171,085
Cash and cash equivalents at end of year 14 45 807 ar.ezo
7
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Notes to the Financial Statements

For the year ended 31 December 2016

1 General Informatian

The Local council Ta Sannat is the |ozal authority of Sannat set up in accordance with the Local Councils
Act (1953), The office of the Local Council is siluated at Sannat Road, Sannat, Gozo, As from September
201E, the Local Council started forming part of the Local Enforcement System Agency. These financial
statements were approved for issue by the Councll Members on 255 2017. The Lacal

The principal aceounting pelices applied in the preparation of these financial statements are sat cut below.
These pelicies have been consistently applied to all the years presented, unless otherwise stated.

Accounting conventian

These financial statements are prepared under the historical cest convention, as medified to include fair
values where it is stated in the accounting policies below. These financial staterments are prepared in
accordance with the provisions of the Local Councils Act Cap 3683, the Financial Regulations issued in
terms of this Act and the Lpcal Councils (Financial) Procedures 1998 enacted in Malta and with the
reqguirements of the International Financial Reporting Standards a5 adopted by the EU.

These financial statements have been drawn up in accordance with the accounting policies and reporting
pracedures prescribed for Lecal Councils in the Financial Regulations izsued by the Minister of Finance in
conjuction with the Minister responsible for Local Government in terms of section 67 of the Local Councils
Act {Cap 363).

New and amended standards adopted by the Local Counci!
During the period under review, the Council has applied the following Inernational Financial Repeorting
Standards as adopted by the EU:

IFRS 14 permits an entity which is a first time adopter of International Financial Reparting Standards to
continue 12 account, with some limited changes, for 'regulatory defarral account balances' in accordance
with its previcus GAAF, both on initial adoption of IFRS and in subsequent financial statements. Entities
which are eligible to apply IFRS 14 are not required to do =o, and so can chose lo apply only the
requireaments of IFRS 1 First time Adoption of Intermational Financial Reporting Standards when first
applying IFRSs. However, an entity that elects to apply IFRS 14 in itz first IFRS financial stalemenls must
continue to apply i in subsequent financial statements. IFRS 14 cannct be applied by entities that have
already adopted IFRSs. Applicable to an enlity's first annual IFRS financial statements for a period
baginning on or after 1 January 2016,
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Amendments to IAS 16 Property, Plant and Eguipment and 1AS 38 Intangible Assets to clarify that a
gepreciation methad that is based on revenue that is generated by an activity that includes the use of an
asset is not appropriate for property, plant and equipmant introduce a rebuttable presumption that an
amoartisation method that is based on the revenue generated by an activity that includes the us=e of an in
tangible assel is inappropriate, which can only be overcome in limited circumslances where the intangibie
assel is expressed as a measure of revanue, or when it can be demonstrated that revenue and the
consumption of the economic benefits of the intangible asset are highly correlaled add guidance that
expecled fulure reductions in the selling price of an itern that was produced using an assst could indicate
the expectation of technelogical or cammercial obsalescence of the asset which, in tumn, might reflect a
reduction of the future ecanomic benefits embodied in the asset. Applicable to annual periods beginning on
ar after 1 January 2016,

Improverments in Annual Improvements 2012-2014 Cycle makes amendments to the following standards
IFRS & — Adds specific guidance in IFRS 5 for cases in which an entity reclassifies an asset from held for
sale 1o held for distribution or vice versa and cases in whick held-for-distribution  accounting s
discontinued,

IFRS 7 — Additonal guidanica to clarfy whather a Servicing contract is continuing involvemenl in a
transferred asset. and clarification on cffsetting disclosures in condensed interim financial statements,

IAS 8 — Clarify that the high quality corperate bonds used in estimating the discount rale for post-
employment benefits should be denominated in the same currency as the benefits to be paid

IAS 34 — Clarify the meaning of 'elsewhere in the interim report and require a cross reference. Applicable
to annual pericds beginning on or aker 1 January 2018,

Amendments in IAS 1 Presentation of Financial Staterments to address perceived impediments Lo
Preparers exercising their judgement in presenting their financial reports by making the following changes
clarification that in formation should not be obsecured by aggregating or by providing immaterial in
farmation, materiality considerations apply to the all parts of the financial statements, and even when a
standard requires 3 specific disclosure, maleriality considarations do apply, clarification that the list of line
itemz to be presented in these staterments can he disaggregated and aggregated as relevant and
addriional guidance on sublotals 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 ilems based on
whether ar nol it will subsequently be reclassified to prefit or loss, additional examples of possible ways af
ardering the notes to clarfy that understand abilty and cemparability should be considered when
determining the order of the notes and to demonstrate that the notes need nat be presented in the order so
far listed in paragraph 114 of IAS 1. Effective for annual periods beginning on or afler 1 January 2015.

Standards. amendiments and interpretaiions to existing standards that are not yet effactive
A number of new International Financial Reporting Standards and amendments and revisions thereto were
In Issue bul not yet adopted by the EU during the financial year under review. These include the following:

IFRS 8 introduces new requirements for classifying and measuring financial assets, as follows:

Debt instruments meeting both a 'business model test and a 'cash flow characteristics' test are measured
at amortised cost (the use of far value is opticnal in some limited circumstances). Investments in equity
instruments can be designated as 'fair value through other comprehensive income’ with only dividends
being recognised in profit or loss. All other instrumerts {Including all derivalives) are measured at fair value
with changes recognised in the profit or loss. The concepl of 'embedded derivatives does not apply to
financial assets within the scope of the Standard and the entire instrument must be classified and
measured in accordance with the above guide lines, The standard remains available for application if the
relevant date of initial application is before 1 February 2015 and is not yet endorsed for use in the EU,
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A revised version of IFRS 9 incorporating revised requirements for the classification and measuremant of
tinancial lizbilities, and carryving over the existing derecognition requirements from IAS 39 Financial
Instruments: Recognition and Measwrament, The revised financial liakility provisions maintain the existing
amortised cost measuremenl hasis for most labilties. New requirements apply whare an enlity chooses to
measure a hability at fair value through profit or loss — in these cases, the portion of the change in fair
value related to changes in the entily’s own credit risk is presented in other comprehensive income rather
than within profit or loss. The standard remains available for application if the relevant datz of initial
application is before 1 February 2015 and is nal yet endorsed for use in the EU.

A finalised versicn of IFRS 9 which contains accounting requirements far financial instruments, replacing
IAS 39 Financial Instruments: Recognition and Measurement. The standard contains requirements in the
follcwing areas:

Classification and measurement. Financial assels are classified by reference to the busziness model within
which they are haid and their contractual cash flow characteristics. The 2014 versicn of IFRS 2 introduces
a 'fair value through other comprehensive income' category for certain debt instruments. Financial liabilities
are classified n a similar manner to under IAS 38, however there are differences in the requirements
applying to the measurement of an entity's own credit risk.

Impairment. The 2014 version of IFRS 9 intreduces an 'expactad credit loss' model for the measurerment of
the impairment of financial assets, so it (s no longer necessary for a credit event to have occurred before &

o
. credit loss is recognised.

IFRS 15 provides a single, principles based five step model 1o be applied to all contracts with customers,
The five sleps in the model are as follows:

ldentity the contract with the customer

Identify the performance cbligations in the contract

Determine the tranzaction price

Allocate the transaction price to the performance obligations in the contracls

Recognise revenue when (or as) the enlity satisfies a performance cbligation.

Guidance is provided on topics such as the paint in which revenue is recognised, acocounting for varizble
consigeration, costs of fulfling and cbtaining a contract and various related matters. New disclosures
about revenue are also introduced. Apolicable to an enlity's first annual IFRS financial statements for a
penod beginning on or after 1 January 2018,

IFRS 16 specifies how an IFRS reporler will recognise, measure, present and disclose leazes. The
standard provides a single lessee accounting model, requiring lessees to recognise assets and liabilities
for all leases unless the lease term is 12 months or less or the underlying asset has a low value | essors
continue 1o classify leases as operating or finanze, with IFRS 16's approach to lessor accounting
substantially unchanged fram its predecessor, IAS 17. Applicable to annual reporting periods beginning on
or after 1 January 2018,

Amends IAS 7 Statement of Cash Flows to clarify that entilies shall provide disclosures thal enable users

of financial stalements to evaluate changes in |i abilities arising frem financing aclivitizs, Effective for
annual periods beginning on or after 1 January 2017 however not yet endorsad for use in the EU

10
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The Council is assessing the impaci that the adoption of these Inlarnational Financial Reporting Standards
will have on the financial statements in the period of initial application. The Council anlicipate that the
adaption of other International Financial Reporting Standards that were in issue at the date of authorisation
of these financial statements. but not yet effective will have no material impact on the financial statements
In the perios of initial application.

Intangible Asset

Computer software s valued at cost less accumulated degreciation and impairment losses lo date.
Depreciation to write off the cost is calculated on a monthly basis using the reducing balance method at
20% per annum.

Froperty, plant and equipmen!

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

%
Building Improvements 2%
Machinery 20%
Land 0%
Trees 0%
Buildings 1%
Office furniture and fittings 8%
Caonstruction works 10%
Urban Improvements (Street Furnitura) 10%
Special Projects 10%
Office Equipmeant 20%
Wotor Vehicles 20%
Flant and Machinery 20%
Computer equipment 25%
Plants 10%
Litter Bins Replacement Basis
Playaround Furniture 100%
Traffic Signs Replacement Basis
Road Signs Replacement Basis
Street Mirrors Replacemeant Basis
Streel Lights 100%

Gains and losses on disposal of property, plant and equipment are determinad by reference lo their
carrying amaunt and are taken into account in delermining operating profit. The residual values and useful
lives of the assets are reviewed and adjusted as appropriate, at each Staement of Financial Position date.
The carrying amount of an asset is written down immediately to its recoverable amount if the carrying
amount of the asset is greater than its estimated recoverable amount.

Subsequent costs are included in the carrying amount of the asset or recognised as a separale asset, as
apprepriate, only when it is probable that fulure economic bensfits associated with the item will fiow to the
council and the cost of the item can be measured reliably. All other repairs and maintenance are charged
to the Statement of Comprehensive Income during the financial period in which they are incurred,

&
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impairment of Assets

Assets thal have an indefinite useful life are not subject to amortisation and are testad annually for
impairment. Assets thal are subject to amortisation or deoraciation are reviewed for impairmant whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the camying amount of the asset exceeds its
recoverable amount. The recoverable amount is the higher of the fair valuz of the asset less costs 1o sell
and the value in use. Impairment losses are immediately recognised as an expense in the Statement of
Comprehensive Income.

Armounts receivable

Amounts receivable zre recognised initially at fair value ang subsequently measured at amortisec cos:
uging the effective interest rate method, less provision for impairment. A provision far impairment of
amounts receivable is established when there is objective evidence that the Council will not be able 10
collect all amounts due according to the onginal terms of the receivables. The amount of the provision is
the difference between the carrying amount of the asset and the presenl value of the estimated future cash
flows, discounted at the effective inleresl rate, The amount of the provision is recognised in the Slatemenl
of Comprehensive Income,

Helated Parfies
Relaled parties are those persons or bodies of persons having relationships with the Council as dafined in
International Accounting Standards No. 24,

Reveniwe

Revenue is recognised when there are no significant uncertainties concerning the derivation of
consideration or associated costs. Interesl income is recognised in the Statement of Comprehensive
Income as it accrues

Income fram central government is not recognised until there is reasonable assurance that the Gouncil will
cemply with any conditions attacheo to it, and that the income will be received. The received income is 1o
be recorded gross and any deductions made for non compliance are to be disclosed separately with
expenses,

Govermmen! grants

Government grants relating o costs are deferred and recognised 0 the Statement of Comprehensive
Income over the peried necessary to match them with the costs that thay are intended to compensate.
Government grants relating to the purchase of preperty, plant and squipment are included in non-current
liabilities as deferred governmeant grants and are credited to the statement of eomprehensive Income over
the expected lives of the related aszsets,

Fareign currencies

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

Transactions denominated in foreign currencies are translated inta € at the rales of exchange in operation
on the dates of the transactions. Monetary assets and lianililies expressed in foreign currencies are
translated into euro at the rates of exchange prevailing at the date of the Statement of Financial Position.

Frofils and losses

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

1
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Cash and cash equivalents

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

Crlical accounting estimates and jidgements

Estimates and judgements are continually evaluated and based on historic experience and cother factors
including expeclations of future avents that are believed to be reasonable under the circumstances. In the
opinion of the Executive Secretary, the accounting eslimales and judgements made in the preparation of
the financial statements are not difficull, subjective or complex, to a degree thal would warrant their
description as eritical in terms of the requirements of IAS1 (revised) - ‘Presentation of Financial Statement’.

Capital management
The Council's capital consists of its net assels including working capital, represented by its retained funds.
The Ceuncil's managearmenl ohjectives are to ensure:

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

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

Financial instrument
Financial assets and financial liabilities are recognised when the Council becomes a party to the
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 substantial risks and rewards are transferred.

A financial liability is derscognised when it is extinguished. cischarged. cancelled or expired.

Financial aszets and financial liabilities are measured nitially at fair value plus transaction costs. They are
measured subsequantly as describad below,

Financial assets
For the purpose of subseguent measurement, fmanm.—.-ll assels of the Council are classified inte loans and
receivables upon initial recognition.

Receivables are subject to review for impairment at least at each reporting date. Financial assets are
impaired when there is any objective ewidence that a financial assst or a group of financial assets is
impaired. Different criteria to determine impairmant are applied for each category of financial assets, which
are described below.

Al income and expenses relating to loans and receivables are preseniad within 'finance income’ or $inance
cosls’ excepl for impaiment of receivables which & presented within ‘administration and other
expenditure’.

13
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Loans and receivables are non-derivative financial assets with fixed or determinabie payments that are not
quoted in an active market. After initial recognition these are measured at amortised cost using the
effective intersst method, less provision for impairment. Discounting is omitted where the effect of
discounting is immaterial. The Council's other receivables fall into this category of financial instruments

Individually sigrificant receivables are considered for impairment when they are pasl due or when other
objective evidence is received that a specific counterparty will default. Receivables that are not considered
to be individually impaired are reviewed for impairment in groups, which are determined by reference to the
industry and region of a counterparty and other available features of shared credit risk characteristics. The
percentage of the write down i1s then based on recent historical counterparty defaull rates at each identified
group.

Finanoial Liabililies

The Council's financial liabilities includes other payablas. Tnese are stated at their nominal account which
is a reasonable approximation of fair value.

All interest-relaled charges are included within finance costs',

Funds received from central government

2016 2015
€ £
In terms of section 55 of the Local 217 B85 210,933
Other GGovernment Income 56 242 43 059
27,125 253 952
4 Income raised under Local Enforcement System
2016 2015
(3 E
Administration Income from Contraventions 928 1,604
GZ28 1,604
5 General Income
2016 2015
3 €
Community Services 1,265 1,128
Cultural Evants 245 1,823
Contributions 10,405 5E
Income from Permits 3,264 1,812
Document and information charges 103 1,363
15,287 & 182

14
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& Loss for the year

2016 2015
Loss for the year is stated after charging: & £
Staff Salaries Note 61868 53,586
Amoriisation of Intangible assets 199 3z
Depreciation of property. plant and equipment 117,895 70,978
Staff Salaries
2016 2015
£ €
Mayor's Remuneration 7.229 7.048
Mayar and Councillors' Allowances &.400 6,400
Execulive Secretary salary and allowances 28,590 27,993
Employses' Salanes 15,832 18,457
Scoial security contributions 3,77 3877
51,668 63 585
Average number of persons émpfﬂyed
Employees 2 Z
Mayor and Councillors 5 H
7 Operations and Maintenance
2016 2015
€ €
Fepairs and upkcep
Foad and streel pavements 23584 3207
Streel signs 1,275 1,575
Public Proparty = 1,484
Other repairs and upkeep 5,154 3,727
B.783 5,993
Confractual services
Refuse collactior : 17,103 18,225
Bring-in sites and tipping fees 1225 10,508
Bulky refuse collection BOE 612
Road and street cleaning 10,311 10,268
Cleaning and maintenance of public conveniencas 1,650 1,698
Cleaning and maintenance of parks and gardens 4227 18,381
Cleaning of council premises 1,815 -
Street lighting o, 664 4 684
£3,063 64,687
Total operalions and manienance expensas 51 848 74,580

15
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H & Administration and other expenditure
2016 2015
E € €
Ltilities 7,258 4 930
Matenals and supplies 4 716 B15
Rent 2,262 1,278
Mational and international memberships 1,030 G10
: Office sarvices 8. 7BE £ 47E
i Transport 761 E09
Travellng expenses 584 -
Information services 1,826 3,236
I Other contractual services 951 123
Professional services 14,178 8212
Community and haspitality 17,987 21,650
' Depreciation 117,898 70,978
Armoartisation 199 a2
Increase in Provision for bad debis 771 1,013
: Lease of equipment 2,965 213
I Penalties : 6,701
l 182 411 130178
I 9 Finance Incame
2018 2015
H £ €
Bank Interest receivable 3a 185
' 40 185
I 10 Finance Costs
2018 2015
£ €
' Inlerest payable 4,708 5023
Bank charges B4 44
I 4772 5,066
|
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11 Intangible Fixed Assets

Cost
At 1 January 2016
Additions

A 37 Decemper 2016
Provision for amortisation
At 1 January 2018

Charga for the year

At 31 December 20716

Net Book Value
At 31 December 2016

17

Camputer Tatal
Software

€ €

284 284

702 702

986 986

32 3z

1499 199

231 231

755 55
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Local Council Ta' Sannat

Annual Repart and Financial Statements 2016

13 Receivables

Amounts receivable
Prepaymenis and accrued income
Crher receivablas

Amounls receivable

General receivables are analysed as follows:

Within credit period

Exceeded credit period but not impairec

fote

2016 2016

£ £
2,373 3,728
23,534 54,684
450 450
25,461 5 862

2016 2015

i €
1,468 1,108
oos 2623
2373 3.728

Receivabies are net of provision for doubtiul debts of Eur 1,784 (2015 : Eur 1.013)

14 Cash and cash eguivalents

Casn and cash equivalents included in the slatement of cash flows comprise the following Statement of

Financial Position amounts:

Bank Balances
Cash in Hand

15 Payables

Amaounts payabile

Accruals

Deferred income within one year
Loan payable within ane year

2016 2015
£ €
45752 37,795
&5 125
45,807 37,820
2016 2015
E L3
117,714 35,848
15,082 128,662
54,097 37.820
11,821 11,821
168,714

215,051
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Local Courcil Ta' Sannat
Annual Report and Financial Statements 2016

16 Long Term borrowings

Bank loan

Loan repayabla from 1 to 2 years
Loan repayable from 2 to 5 yaars
Loan repayable cver 5 years

2016 2015
= €
84 504 81,561
11,821 11,821
35,464 35,464
37,218 44,276
a4 504 G1,561

I'he lcan taken out by Sannat Local Council, with the approval of the Ministry of Finance camried an interest

- funds received from the government shall be channelled to an account held with the bank.

- 1o authorise the bank to settle loan instaiments, fees and costs which may be dug;

- to retain at all times sufficient funds in account,

17 Deferred income

Government Grants

Al 1 January

Increase in year

Released in yaar

Al 31 Decamber

Current deferred income

Non-current defetred income

Deferred Government Grants
Deferred between one and two years
Deferred between two and five years
Deferrad in five years or more

21

2016 2015

€ £
617,209 483,930
- 171,067
617,209 655,027

(56,242) (37,818)
560,067 617,208
54,097 37820
508,670 579,389
46,610 53033
114,923 136,839
345,037 380,517
506,870 574,388



Lecal Council Ta' Sannal
Annuzal Report and Financial Statements 2016

18 Capital commitments

2016 2015
€ €
Total capital commitments - 142 BOG
{1 Approved but not vet contracted for:
Special Programmes - 61,100
Playing field - 60,200
- 121,300
(i} Contracted for but not previded in Financial Statements
Special Programmes - 20,000
Office Equipment - 1,500
- 21,500

18 Prior year Adjustment
The prior year agjustment amounting to Eur 11,542 relates to the reconstruction of the fixed asset register.
In view cf this the Financial Statements for the year ended 31 December 2015 have been restated Io

reflect this correction. Thera is no effect on the figures for the year ended 31 December 2016,

The eftect of the restalement on each financial statement line is summarised below:

2015 2015
Originally Adjustment Restated
Reported
€ £ €
Retained sarnings (147 156} {11542} {158,658)
MNon-Current Aszets 5936 375 11,542 847 917
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Local Council T=' Sannat
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20 Related Parties
Durning the year under review, the Council caried cut transactions wilh the following related parties:

MName of entity Mziure of relaticnshio
Department of Local Councils Significant control
Local Enforcemeant System Agency Joint control
Gozo Regional Committee Joint contral
Central Regional Committee No control
Morth Regional Committee Ko control
South Eastern Regional Committee No control
Saouth Regional Committes No contral
Police General Head Quarters Mo control
Malta Ervironment and Planning Autharity Mc control
Water Services Corporation Mo control
Enermalta Corporation Mo contraol
Deparment of Agriculture Mo control
Director General - Works Division Mo control
Department of Lands Ko control
Department of Inland Revenue Mo control
Airmalta plc Mo contral
Bank of Valletta ple : Neo control
Wastesery Malta Limitad Mo cantrol
Kinsill Malti ghali-HSperts Mo cantral
Mitts Limited No control
Ministry for the Family Mo control
Maka Communicalions Authority Mo control
Grean MT Mo control

The following were the significant transactions carried out by the Council with relatec parties having
significant control;

2018 2015
€ 3
Annual Financial Allocation 217.883 210,933

Key management compensation

Iransactions with key management personnel are disclosed in note 6.

Ultimate controlling party

The ultimate contrelling party of the Local Council is Central Govemment since the Council's main revenus
is from the Governmenl allocation received svery quarter Apart from the nommal funds received from
Government Councils also receive funds to specific projects as well as other funds for the improvement
and betterment of the locality

23
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Lozal Council Ta' Sannal
Annual Repart and Financial Statements 2018

21 Financial Risk Management

The Council's activities expose it to a variety of financial risks such as market risk. cregit risk, liquidity risk,
and interest rate nsk. The Council's overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse efiects on the Council's financial performance

Cradit Risk

Financial assets which potantially subject the Council o concentrations of credit risk consist principally of
cash at bank and receivables. The Council's cash is placed with quality financial institutions as well as it
Imits the amount of credit exposure with any one financial institution. The Council has appropriate policies
o ensure thal income s received from sources with appropriate cradit history, In this respect, credil risk
with respect lo recefvables i= monitored centinucusly and the Council places a orovision on any debt on
which there is doubt of recoverability. Bad debts are therefore neglgible and in this respect the Council has
no significant concentration of credit risk,

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

Receivables from related parties 2,373

Liguidity risk

Liquidity risk is defined as financial distress, an extraordinary measure which needs to be taken to manags
the councils present commitments arising due to shortage of funds, The objective of liquidity risk
management is to maintain sufficient liquidity, and to ensure that it is available within the necessary time
frame in order nol to create financial distress and curtail current obligations as well as future shart tenm
commitments. The Council monitors and manages its risk to a shortage of funds by maintaining sufficient
cash and by monitoring the avaiiability of raising funds to meet commitments due. In fact. at year end, the
Council has as cash and cash equivalents the amount of €45,807. This should ensure an ongoing working
capilal of the Council for the next 12 months. The Council also maintains a positive nel assets position of
€138,171 ansuring that adequate headroom is available to cover present liabilities as well as short term
ubligations and commitments arising,

Farsign currency risk

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

Inferest rate nsk

Interest rale risk mainly arises through interest bearing liabilities and assets, The objective of interesl rate
risk management is to optimise the balance betwean minimizing uncertainty caused by fluctuations in
interest rates and maximising the net interest income and expense,
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Annual Report and Finanzial Statements 2016

22 Summary of the financial assets and liabilities by category

The carrying amounts of the council's financial assets and liahilities as reccgnised at the reporting dates

2016 2015
€ £
Current Assets
Trade and other receivables 26,4681 58,862
Cash and cash equivalents 45,807 37,920
72 268 05782
Cureant Liabiilies
Financial liabilities measured at amorised cosls:
Payables 108,714 215,051
108,714 215,051

23 Fair values estimation

The nominzal values less estimated credit adjustments of receivables and payables are assumed o
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TA’ SANNAT LOCAL COUNCIL

REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL

Oplinion

We have audited the accompanying financial statements of Ta’ Sannat Local Council, which comprise
the statement of financial position as at 31 December 2018, and the statemsnl of comprehensive
income, statement of changes in equity and statement of cash flows for the year then anded, and a
summary of significant accounling policies and other explanatory information set out on pages 4 - 25,

In owr npinion, the financial statements give a true and fair vicw of the financial position of the Local
Council as of 31 December 2018, and of its financial performance and its cash flows for the year then
ended in accordance with Infernational Financial Reporting Standards as adoplad by the European
Union.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibliities under those standards are further described in the Auditors' Responsibilities for the
Audit of the Financial Statements section of aur report. \We are independent of the Local Council in
accordance with the International Fthice Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical raequirements that are ralevant io our
audit of the financial staterents in accordance with the Accountancy Profession (Code of Ethics for
Warrant Holders) Directive [ssved in terms of the Accountancy Profession Act (Cap. 281) in Malta, and
we have fulfilled our other ethical responsibilitias in accordance with these requiremenis and the IESBA
Code. We believe that the audit evidence we havae obtained is sufficiant and appropriate to provide a
basis for our opinion,

Material Uncertainty Related to Going Concern

We draw altention to the Local Council's Statement of Financial Postion on page 4 which shows that
as at 31 December 2016, the current liabilities of the Lecal Council exceaded its current assels by
€126,446. This condition indicates thal a material uncertainty exists that may cast significant doubt as
to whether the Local Council will be able ta mest its liabilities as and when they fall dus. Our opinion is
not modified in respect of this matter.

THE POWER OF BEING UNDERSTOOD
AUDIT TAX | CONSULTING 26
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued

Other Infoermation

The Executive Secretary and the Local Gouncil Mermbars are responsibile for the other information. The
other Information comprises the Statement of Lecal Council Members' and Executive Secretary's
Responsibilities. Our opinion on the financial statements does nat cover the other information and we
do not exprass any form of assurance conclusicn thereon.

In connection with our audit of the financial stateme nis, our responsibility is to read the other informaton
identified above and, in deing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge cbizined in the audit. or clherwise appears 1o be malarially
misstaled.

If, based on the work we have performed, we conclude thal there is a material misstatement of this
cther infarmation, we are required to repart that facl. We have nothing to report in this regard,

Council Responsibilities for the Financial Statements

As describad on page 3, the Executive Secretary and the Local Council Members are respunsible 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 <he
Executive Secrstary and the Local Council Members determine is necessary lo enable the preparation
of financial statements that are free from matarial misstatement, whether due to frawd 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 concam, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless |t
is inappropriate to presume that the Local Council will conlinue as a going concern,

The Executive Secretary and the Local Council Members 2re responsible for oversesing the Local
Council's finanuial reporting process,

Auditor's Responsibilities for the Audit of the Financial Statements

Our cbjectives are to obiain reasonable assurance aboul whethsr the financial statements as a whole
are free from material misslatement, whether dus to fraud or emor. and to issue an auditors' report that
includes our opinicn. Reascnable assurance is a high level of assurance, but is not a guaraniee that
an audit conducled in accordance with 1SAs will ahvays detecl a material misstalement when it exisls,
Misstatements can arise from fraud or eror and are considered material K, individually or in the
aggregate, they could reasonably be expected to influence the econamic decisions of users laken on
the basis of thess financial statements.

THE POWER OF BEING UNGERSTOOO
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continucd
Auditor’s Responsibllities for the Audit of the Financial Statements - continued

As parl of an audit in accordance with 1SAs, we exercise professional judgment and mantain
professional skepticism throughout the audit. We also;

* ldantify anc assess the risks of material misstaternant of the financial statements, whether dus to fraud
or ermar, design and perform audit procedures responsive to those risks, and abtain audit evidence that
is sufficient and appropriala to provide a basis for our opinion. The risk of not datacting a material
misslatement resulting from fraud is higher than for une resulting from error, as fraud may invalve
collusion, forgery, intantional omissions, misrepresentations, or the override of internal control.

= Obtain an understanding of internal control relevant to the audit in order 1o design audil procedures
that are appropriate in the circumstances, but not for the purpose of expressing an apinion on the
effectiveness of the Local Councils internal contral.

+ Evaluate the appropriateness of accounting pelicies used and the reasonableness of accounting
estimates and related disclosures made by the Executive Secretary and the Local Council Members.

* Conclude on the appropriateness of the Execulive Secretary’s and Lhe Local Council Members' use
of the going concern basis of accounting and, based on the audit evidence obtained, whethar a material
uncertainty exists related to events or conditions that may casl significant doubt on the Local Council's
ability 1o continue as a geing concarn. If we conclude that 2 material uncertainty exists, we are required
lo 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 Councll to cease to continue as a going cancern,

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

Wa communicate with the Executive Secretary and the Local Council Members regarding, armong othar
matters, the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in inlernal control that we identify during our audit.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX CONSULTING 28
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued

Report en Other Legal and Regulatory Requirements

In our opirion, the financial statements have been propery 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) Procaduras,
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This r:_:r::_uyaf the Sudit n.'.'.,r:‘lc-d has been signed by

Conrad Eorg (Partner)
for and on behalf of

R5M Malta
Certified Public Accountants

Data: 25 Aprll 2017
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