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Statement of Local Council Members' and Executive Secretary’s Respansibilities
For the year ended 31 December 2017

The Local Councils (Financial) Reguiations require the Executive Secretary to prepare a detalsd annual
administrative report whichk includes the Local Council's statement of comprehensive income for the year
and of the Ceuncil's retained funds at the end of year. By virtus of the same regulations it is the duty of the
Local Councl and the Executive Secretary to ensure thal the financial stalements forming parl of the
report prasent farly, in accordance with the accounting policies applicable to Local Councils, the income
and expenditure of the Local Council far the year and its retained funds as at the year end, and that they
comply with the Act, the Loczal Councie [Financial) Regulations and the Local Councils (Financial)
Procedures issued in terms of the said Act,

The Execulive Secratary is responsible to mairtain a continucus internal contrel to ascerain thal the
accounting, recording and ather 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 saleguarding the assets of the Local Council and hence for
taking reasonable steps for the prevention and detection of fraud and other irregqularities.

This statement was approved by the Council on "1 2018 and signed on its behalf by
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j Executive Secretary
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Statement of Comprehensive Income

For the year ended 31 December 2017

2017 2016
Notes L €

Revenue

280 588 274125
32 25

L)

Funds Received from Central Government
[ncome raised under the Local Enforcement System
General Incomes ] 9,661 15,287

P

253,331 280,340

Expenditure

164 297 (61,869)

Personal Emaluments ]

Operations and Maintenance {73,218) (61,846

Administration and Other Experditure : (130,131) (182,410)
(267 ETT) (208 125)

Operating profit / (loss) for the year 25 654 (15,7856}

Finance Charges

Finarce Income 9 16 an

Finance costs 10 (3,672) (4,772

Total Comprehensive profit ! (loss) for the year 6 21,994 (20,527

m ~]
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Statement of Financial Position

For the year ended 31 December 2017

ASSETS

imeangible Assels

Properly, planl and equipmenl

Total non-current assets
Fecevables

Cash and cash sguivalents
Total current assels

TOTAL ASSETS

RESERVES AND LIABILITES

Retained earnings
Total resarves
LIABILITIES

Defarrsa Income
Bark Borrowings

Total non-current liabilties

Payables

Total current liabilities

TOTAL RESERVES AND LIABILITIES

These financial statements were approved by the Local councl on _

on its behalf by

L]

MNotes

14

12

13
14

17
16

2017 2018

3 €
605 755
£79,244 855,236
579,540 B55,891
2410 2E 461
17,543 45,807
50,253 73,268
970,102 978,254
160,168 138,171
160,169 138,177
525,685 506,870
77,086 84,504
603,751 551,374
206,142 198,714
206,142 198,714
aroicz 528,259

72} X7y "l 2018 and signed

e
Jastn Curm

Executive Secretary
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Statement of Changes in Reserves

Faor the year ended 31 December 2017

Retained
Funds

¢
At 1 January 2016 158 698
Loss for the year (20 527}

13817
At 31 December 2016 et
At 1 January 2017 138,171
Frofit for the year 2148088

160,155

At M December20dy e
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Statement of Cash Flows

For the year ended 31 December 2017

Cash flow from operating activities

Met profit ! {Loss) for the year

Recaonciliabion to cash generaled from operations:

Deoreciaticn

Armortisation

Moverment in bad debls provision
Interast Recevabls

Intarest Payable

Operaling profit before working capital changes
Decrease { (Incraase) in receivables
(Decrease) In payables

Government grants releazed

Cash generated from operaling activities
Cash flows from investing activities
Irteresl receved

Purchaze of property, plant and eqguprment
Furchase of intangibla fixsa assets

Receipt of Grant

Cash |used in) investing activities

Cash flows from financing activities
Repaymenl of borrowings

Interest payable

Cash (used in) financing aclivities

Net {decrease) ] increase in cash in the year

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Mores 2017

113,585
(48 853)
10,110
(54 816)

(110,888)

2,058

{38,813)

i7,408;
3,672}

(27,964)
45 807

14 17 843

2016

(20,527)

117 BE6
159
i

{300
4,772

103,082
31,629
(32,614)
(56 242}

30
(702)

{7,057
(4,772
(11,829

7 887
a7 820

45 807
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Motes to the Financial Statemens

For the year ended 31 December 2017

1 General Information

The Local council Ta Sannat s the local autharity of Sannat set up in accordance with the Local Councils
Act [1853). The office of the Lecal Council is situated at Sannat Road, Sannat, Gozo. Trese financial
staternents were approved for issug by the Council Members on 1 2018. Trne Local
Council's presentation as well as functional curreney are denominated in £

2 Accounting Policies and Reporting procedures

The principal accounting polices applisd in the preparation of these financial slalements are sét out
below, These policies have been consistently applied to all the years oresented, unless othenwise stated.

Acconnling convention

Thes= financial statements are prepared under the historical cost conventicn as modified to include far
values where it iz stated in the accounting policies below. These financial statements are prepared in
accordance with the provisions of the Local Councils Act Cap 363, the Financial Regulations issuad in
terms of this Act and the Local Councils (Financial) Procedures 1996 eracled in Malta ard with the
requirements of the Internaticnal Financial Reporting Standards as adopled by the EU.

These financial statemenls have beer drawn up in accordance with the accounting policies ana reporting
proceduras prescrived for Locsl Councils in the Financial Regulations issued by the Minister of Finance in
conjuction witn the Minisler responsible for Local Government in terms cf seclion 67 of the Local Councils
Act (Cao 363)

Mew and amended slandurs agopted by the Local Council
During the peried under review. the Council has apolied the following International Financial Reparing
Standards as accpted by the EU;

Recognition of Deferred Tax Assets for Unrealised Losses (Amendments Lo IAS 12). Amendments to IAS
12 Inceme Taxes to clarfy the following aspects: Urrealised losses on debt instruments measured at fair
value and measured at cost for tax purposes give rise 1o & deductible temporary difference regardless af
whether the debl nstrument's holder expecls to recover the carrying ameunt of the debl inslrument by
sale or by use, The carrying amount of an asset does not int the estimation of probable Tuture taxable
profits. Estirates for future laxable profits exclude tax deductions resulting from the reversal of decuclible
temporary differences. An entity assesses a deferred tax asset in combiraton with other deferred tax
assels. Where tax law restricts the utilisation of tax losses, an entity would assess a deferred tax asset in
compoination with other deferred lax assats of the same type. Its effsctive for anrual periods Seginning an
ar after 1 January 2017

Disclosure Initiative (Amendments te 1AS 7} Amendments 1o IAS 7 Statement of Cash Flows tc clanty that
entties shall provide disclasures that enable users cf financizl statements to evaluala cranges ir liabilities
arising from financing activit es. Its effective for annual periods beginning on or after 1 January 2017,
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Annual Improvements to IFRS Siandards 2014-201€ Cycler Makes amandments to the following
standards: IFRS 1 - Deletes the shor-term exempliens in paragraphe E3-E7 of IFRE 1, because they
have now served ther intended purpose IFRS 12 - Clarfies the scope of the standard by specifying that
the distlosure requirernents in the standard except for those in paragraphs B10-B18, apply to an entity s
interests listed \n paragraph 5 that ae classifiec as held for sale, as held for cistribution or as discontinued
operations in accordanse with IFRS & Non-current Assets Held for Sale and Discontinued Operations 145
25 - Clarifies that the election to measure at fair valus through profit or lose an investment in an associate
or a jont venlure that is held by an entity thal is a ventdre capital organisation, or other qualifying entity, is
available for each investiment in an associate or joirt venture on an investment-by-investment basis, upen
initial recognition. The amendments to IFRS 1 and |1AS 28 are effective for annual periods beginning on o
after 1 January 2018, the amendments to IFRS 12 for annual periods beginning cn or after 1 January
2017

Standards, amendments and interpretations lo exishog standards that are not yet effective

A number of new International Finarcial Reporing Standards and amendments and revisions therato
were in issue but not yet adopled by the EU during the financial y=ar under review. These include the
following:

Classification and Meaasurement of Share-based Paymen: Transactions [Amendments lo IFRS 2
Amendments to IFRS ? Share-based Payment to clarify the standard in relaton to the accounting for cash.
settled share-based payment transactions that include & performance condition, the classification of share-
based payment transaciions with net setllement features, and the accounting fur modificatiens of share-
basad paymen: transactions from cash-settled to squily-settled. Its effective for annual periods beginning
an ar after 1 January 2018

Applying IFRS @ 'Financial Instruments with IFRS 4 'Insurance Contracts’ (Amendments to IFRS 4)
Amendments to IFRS 4 Insurance Contracts provide two options for entities that issue insurance conlracts
within the scope of IFRS 4 an aption thal permiis entities to reclessify, from profit or loss to othar
comprehensive income, some of the income or expenses arising from designated financial assets; this s
the so-called overlay approach: an opticnal temporary exemplion from applying IFRS 8 for entities whose
predominant activity is issuing contracts within the scope of IFRS 4; this is the so-called deferral approach.
The application of both approaches is optional and an entity 1s permittec to stop apolying them befure the
new insurance conlracts stanoard 1= applied. Deferral approach s effective for annual periods beginning
an or after 1 Jaruary 2018 and only availzble for three years after that date,

IFRS 9 Financial Instruments (2014) A finahsed versan of IFRS 2 which contains accounting
requirerments for financial irstruments, replacing 1AS 32 Financial Instruments. Recognition and
Measurement The standard centains requirements in the following areas: Classification and
measurement. Financial asssls are class:fied by reference 1 the business madel within which they are
held anc their contractual cash flow charactenstics. The 2014 verszion of IFRS 9 intreduces a Yair value
through other comprehensive income' calegory for certan debt instruments  Financial liabiliies are
classified in & similar manner to under IAS 39, however there are differences in the requirsrments applying
to the measurament of an entity's own credit sk, Impairment. The 2014 version of IFRS 8 introduces an
‘sxpected credit loss' model for the measurement of the imoairment of financial assels, so it is no longer
necessary for 2 credil event to have occurred before a credit loss is recogrised Hedge accounting.
Introduces a new hedge accounting model that is designad to be more closely aligred with how entities
undertake rizk management activites when hadging financial and non-financial nisk exposures
Derecognition. Tne requirements far the derecognition of financial assets anc labilities are carried forward
from JAS 39, Its effective for annual periods becinming on or after 1 Jdarnuary 2018
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Aoplying IFRS € 'Financial Instrumarls’ with IFRS 4 ‘'Insurance Cortracls' (Amendments t¢ IFRE 45
Amendments tc IFRS 4 Insurance Contracts provide two oplions for entites tnal sssue insurance contracts
withir: the scope of IFRS 4: an opticn that permits entities to reclagsify, from profit or loss o other
comprahensive incorme, seme of the income or espenses ansing from designated financial azsets; this 1=
the so-callec everlay approach; an aptional temporary exemplion from apolying IFRS 9 for entities whose
predominant activity is issuing contracts within the scope of IFRS 4; this is the so-calle¢ deferral approach.
The application of both approaches is optional and an entity 15 permitied lo stop apolving them before the
new insurance contracts standard is appled. Deferral approack is effective for annual peniods haginming
on or after 1 January 2018 and only available for three years a'ter thal dale

The Council 's assessing the impact that the adopton of these International Financial Reporting Standaras
will have en the financial statements in the periog of inital appleation. The Council anticipate that the
adoption of other International Financial Reporting Standards that were in issue at the date of
authorisation of these financial statements, but not yet effective will have no matenal impact on the
financial staterment= in the period of initial application.

Intangibie Asset
Computer software is valued at cost less accumulatec depreciation ard impairment losses lo date.
Diepraciation lo write off the cost is calculated on a monthly basis using the reducing balance method at
20% per annurm.

Froperty, plant and egiipment

Property. plant and equipment are stated at cost less accumulaled cepreciat on and mpairment losses to
dare. Depreciation is calculated on a monthly basis using the reducing balance mathod al rates calculated
to write off the cost less residual value of each assel over its expecled useful life as follows:

o
Land 0%
Trees C%
Buildings 1%
Office furniture and fithngs 2%
Construction works 10%
Urban Imgrovements {Street Furniture) 10%
Special Projects 10%
Office Equiprment 20%
Motcr Vehicles 20%
Plan: and Machnery 20%
Computer equipment 25%
Plants 10%
Litter Bins Replacement Basis
Playground Furniure 100%
Traffic Signs Replacemen! Basis
Road Signs Replacement Basis
Street Mirrors Replacement Basis
Street Lights 100%

Gains ane losses on dispesal of property, plant and equipment are determined by reference lo ther
carrying amount and are taken into account n delarmining operating profit. The residual values anc useful
lives of the assels are reviewed and adjusled as appropriate, at each Statemear! of Fnancial Position date
The carmying ameunt of an assat is written dewn immadiatzly to its recoverable amount if the carrying
amount of the assel s greater than its estimated reccverable ameount.

Subsequent costs are included in the carrying amount of the 2ss2t or recognisen ac 2 separate assel, as
appropriate. orly when il s probable that future economic benefits associated with the item will flow 1o the

1C
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council and the cost of the dem can be measured reliably. All other repairs and mainleranca ars charged
lo the Statement of Comprehensive Income during the financial period in which they are incurred.

impanmment of Assols

Assets that have an indefinde useful life are not subject to amortisation ano are tested annually for
mpairment, Assets thal are subject to amortisation or depreciation are reviewed for imoaiment whenever
events or changes in circumstances ingicate that the camyng amount may not be recoverable. An
moairment loss is recognised for tne amount by whizh the carrying amount of the asset exceeds its
recoverable amount. The recoverable amount is the higher of the fair value of the asser less costs 1o s&ll
and the value in use. Impairment losses are immediately recognised as an expense in the Statement of
Comprehensive Income,

Amounls recenvable

Amounts receivable are recognised ntially at farr value and subsecuently measured at amortised cost
using the effective inlerest rate metnod, less provision for impairment. A provision for impairment of
ameunts receivable is established when there is cbjective evidenoe that the Council will not be atle to
collect all amcunts due according to the original terms of the recewables. The amount of the provision is
the difference between the carrying amount of the asset and the present valus of the estimated future
cash flows, discountad at the effective interest rate. The amount of the provision is recognised in the
Statement of Comprehensive Income.,

Relaterd Paritas
Related parties are those persons or bodies of persans having relationships with the Council as defined in
International Acceunting Standards Mo 24,

Revenue

Revenue is recognised when there are no sigrificant uncertaintes concerning the derivation of
consideration or associated costs. Interest income is recognised in the Slatement of Comprehensive
Income as it accrues.

Income from central government is not recognised until thare is reasonable assurance that the Council will
cemply with any conditions attached to it, ang that the inccme will be received. The received income is to
be recorded gross and any deductions made for nan complance are to be disclosed separately with
BXPENSES.

Gavernment grants

Government grants relaling to costs are deferred and recognised n the Statement of Compranensive
Income over the penod necessary to match them with the cests that they are intended to compensate.
Govarnment grants relating to the purchase of property. plant and equipment ars included in non-current
liabilities as deferred government grants and are credited to the statement of comprehensive income over
the expected lives of the relaled assets,

i:l.".'fT-.'rQﬁ CUTERCES

ltems included in the financial slatements are measured using the currency of she primary economic
environment in which the Local Counzil operates. These finasclal statements are presented in €, which is
the Council's functional anc presentation currency.

Transacticns dencminated in foreign currencies are transiated inte € at the rates of exchange in operation
on the dates of the transactions. Monetary assels and lisbilities sxoressed n forsgn currencies are
rranslaled inlo euro at the rates of exchange prevailing at the oate of the Statement of Financial Positicn
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Profits and losses

Only profis that were realised at the date of the Statement of Financial Position are recognised in these
financial statements. All foreseeable liabilites and potential |losses arising up to tne said date are
accounted for even If they become apparent between the said dale and the date on which the financial
statements are approved.

Cash and cash cquivalents

Cash and cash sguivalents are carried in the Statemazn: of Financial Position at face walue. For the
purposes of the Staterment of Cash Flows cash and cash equivalents comprise cash in hand anc
balances held with banks

Critical accounting estimates and judgements

Estirnales ano judgements are cantinually evaluated and based on histaric experience and other factors
including expectations of fulure evenlz that are beleved to be reascnable under the circumstances. In the
opinion of the Executive Secretary, the accounting estimales and judgements made in the preparation of
the financial statements are not difficul, subective or complex, lo a degree that would warrant their
description as critical in terms of the requirements of IAS? (rewvized) - 'Presentation of Financial
Statemenl'.

Capital managemernt
The Ceouncifs capital conssts of its net assats. including working capilal, represeniad by its retained
funds. The Council's management abjectives are lo ensure:

- that the Council's atnlily lo conlinue as a gong
- that the Council maintains a positive working capial

To achieve the ahove, the Council carmies aut a guartery review of the working capital ratio {'Financial
Situation Indicatar’). This ratic was negative at the reporting date and has not changed significartly from
the previous year. The Council also uses oudgets and business plans o set its strateay lo optimise 15 use
of available funds and implement its commitments 1o the locality.

Financial lnsrrument
Finzancial assets and financial liabilities are recogrised when the Council becomes a party to the
contractual provisiens of tha financial instrumeant.

Finanzizl asses are derecogrised when the contractual nghts to the cash flows from the financial asset
expire, or when the financial asset and all substantial risks and rewards are transfermed

A financial liability is derecognised when It is extinguishec, dischargad, cancelled or expired

Financizl assets and financial Labilties are measzurag initially at fair value plus transaction costs. They are
measured subsequently as describad below

Financiai asseis
For the purpose of subsequent measurement finanzial assets of the Council are classified inte Ioans and
receivables upon initial recegnition.

Receivahles are subject to review for impairment at least at each repoting cate. Financial assets are
impaired when there is any oojeclive evicerce thal a financial asset ¢r a group of financial assetz 15
impaired. Different crteria to dstermine impairment are apolied for each category of financial assets,
which are describec below,
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All income ana expenses relating to lcans ard receivables are presented within firance incame or
‘finance costs', except for impairment of receivables which is presemed within ‘admnistration anc other
expenditure’,

Loans ana receivables are non-derivative financial assets with fied or deterrminable payments that are not
guoted in an aciive markel. After intial reccgniticn thess are meazured al amortisea cost using the
effective interest method, less provisicn for impairment. Discounting 's cmitted where the effect of
discounting is immalerial The Council's other receivables tall into this category of financial instruments.

Indiviaually signrficant receivables are concidered tor impairment when they arz past due or when other
oojectve evidencs is received that a specific counterparty will cefault. Receivablas thar are not considerad
to be individually impaired are reviewad for impairmert in groups, which are determined by reference to
the industry and region of a counlerparty and otner available features of shareg cradit risk characteristics.
The percentage aof the write down s then based on recent historical counterparty default rates at each

identified group.

Financial [ fabiiies

ne Councils financial liabilities includes other payables. These are staled al their nominal account which

is a reasonable approximation of fair value

All interest-rejated charges are included within finance costs'

3 Funds received from central government

2017 2016
e €
In terms of section 85 of the Local 223,442 217,683

Supplementary govemment income 2,200 5
Cther Government Incomes 54,918 5B, 242
280 558 274125

4 Income raised under Local Enforcement System

2017 2016
£ €
Admimistrabion Fees from Cartraventions g4z 928

Income from Centraventions 227 -
3112 928

5 General Income

2017 2016
€ 3
Community Senices 5002 1285
Cultural Evenls agz 245
Contributions 40 D405
Incomme from Pemits 3727 3269
Document and information charges - 103
9,661 15,287

==
[
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& Profit ! {Lass) for the year

2017 2016
Profil | [Loss) for the year is stated afler charging: € €
Staff Salares fiote B4, 207 61 866
Amortisaton af Intangible assesls 1560 195
Depreciaticn of property, plant and equipment 868 880 117 896
Stalf Salaties
2017 2016
€ €
Mayor s Rermuneration 7,345 7228
Mayor and Councillors' Allowances 6400 5400
Executive Secretary salary and allowances 20 398 28,580
Employees’ Salaries 17283 15,932
. Social security cantributions 3.863 3.717
€4, 287 £1,868
. Average nimber of persons emploved
Employees 2 2
. Mayor and Councillors 5 E
7 Dperations and Maintenance
. 2017 2016
€ €
FRepairs and dpkeep
Road and strest paverments 4 698 2,354
. Street signs 2141 1,275
Fublic Property 20615 -
Other repairs and Upkeen B 305 5,154
. 17,1€0 B,783
. Contractual semvices.
Refuse collection 25,835 17,103
Bring=in sites ana lipping fees 8,052 11,275
l Bulky refuse coliection 1,445 BOY
Foad and street cleaning 10.335 10,311
Cleaning and maintenance of public cenveniences 1.5E0 1,655
l Cleaning and mairtenance of parks and gardens 5,917 4 227
» Cleaning o council preamises 2150 1815
Street lighting 2,778 54854
' 5E,0549 53063
[otal cperations and mainienarce sxpenses 7214 g1 246

'-' L‘ I-'

14
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£ Administration and other expenditure

Lhilities

Malznals and supplies

Reant

Hational ard nternational memberships
CHice services

Transport

Travelling expenses

Information senvices

Other contractual senvices
Frofessional servicas

Community and hospitality
Depreciation

Amortisalion

Increass in Provision for bad debts
Laase of eguipmeant

Penalties

9 Finance Income

Bank Intcrest receivable

10 Finance Costs

Interest payable
Bank charges

2017 2018
£ £
5014 7.298
2515 4,718
1,268 2,252
704 1,030
3812 E 788
1.908 T&1
450 E&4
1,681 1,926
1400 60
13 398 14 175
828 17 897
86,880 117 898
150 198
a1 77
543 2 965
250 -
130,161 182 410
2T 2016
€ £
16 30
16 30
2017 2016
£ (3
25685 4708
Tr 64
ag7e 477

15
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11 Intangible Fixed Assets

Cost

At January 2017
Additions

A1 531 December 2017
Pravision far amortisation
Al 1 January 2017

Charge tor the y=ar

At 31 December 2017

Net Book Value
At 21 December 2017

At 31 December 2016

Computer Total
Software

£ e

986 BEE

9586 Os8

231 231

150 150

351 3a1

B05 A5

785 755
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Local Council Ta' Sannal
Annual Report and Financzial Statements 2017

13 Receivahles

Armounts recenatle

Frepayments and accruas incoms

Other receivables

Amounts receivabie

General receivables are analysed as follows

Within credit period

Exceeded credit periad but not impaired

Nota

2017 2018

£ €
2,473 2373
68,487 23 638
450 450
72410 26 461
2017 2016

€ €

1,326 1,468
1.147 4905
2473 2373

Recewvables are net of provision for doubtful debts of Eur 2,B6BS (2016 : Eur 1,784}

14 Cash and cash equivalents

Casn and cash equivalents incluced in the statemari of cash flows comprse the following Starement of

Financial Posmon amounts

Bank Balancrs
Cash in Hand

15 Payables

Amounts payable
Accruzls

Defarred income within one year
Luan payable within one yaar

2017 2016

€ c

17.807 45,752
42 BS
17,6843 45,807
2017 2018

£ €
133,582 117,714
8,323 15,082
51,215 54,087
11,821 11,821
206,142 198,714
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16 Long Term borrowings 2017 2016

£ £

Banx loan 77,086 a4 504
Loan repayabls frum 1 o 2 years 11,821 11,821
Loan repayable from 2 1o & years 35,454 35,464
Loan repayable over b years 23,811 37,219
77.096 B4,504

The loan laken out by Sannat Local Council, with the approval of the Ministry of Finance carried an
interest rate of 4.65% per annum during 2016, The duration of the loan is for a period of 20 years. The
bank loan is secured by a 1st General Hypothec over the aszets of Sannat Local Council for Loan | and

Loan |l total of €110,128 and by a letter of undertaking dated 01/02/2C08 by the council that :
- furds received fram tha government shall be channelled to 2n account held wilh the bank;

- to authorise the bank 1o settle loan instaimants, fees and costs which may be due,
-{o retain at all times sufficient funds in acecunt,

17 Deferred income

2017 2016
£ £
Government Grants
At 1 January 560 De7 517,208
Increase in year 72,058 -
633,026 617,202
Released in year (54 916 (56,2423
At 31 December 875,110 SB0 987
Current deferred ncame 51415 54 047
Non-curren: deferred income 576,655 506 870
Defarred Government Grants
Deferred hetween ane and two years 4 3Rt 46,810
Deferred betwean two and five years 113,730 114,923
Deferred in five years or more 365,576 245 Q37
525 895 EOG,&70
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18 Capital commitments

2017 2016
3 €
Tetal capital commitmeants 10.000 =
{iy Approved but not yet conlracted for
Specal Programmes 10,000 -
10,000 =

18 Related Parties
During the year under review, the Council carried oLl transactions wrh the follewing related paries:

Name of anlity iNatore of relabonship
Depament of Local Councils Significant control
Local Enforcement System Agency Joint coniral
Gozo Regional Committes Joint control
Central Regicnal Committee Mo cantrel
Meorth Regicnal Commities Mo cantrol
South Eastern Regional Committes Mo centrol
South Regional Committze Mo control
Folice General Head Quarters Mo control
Malta Environment ana Planning Authority Mo control
Water Services Corporatian Mo contral
Enemalta Corparation Mo control
Department of Agriculture Mo control
Director General - Works Civision Mo control
Depariment of Lands Mo contral
Department of Inland Revenue he contral
Ammalia plo Mo cantrel
Bank of Vall=ita plc No cantrel
Wastesery Malla Limitao Mo control
Kunsill Malti ghall-iSports No control
flitts Limited MNa control
Mirnstry for tne Family Mo control
Malta Communicalions Authority Mo contral
Green MT Mo contro

The following were the significant transactions carred out oy the Council with related parties paving
sigrificant control

2016 2015
£ 3

Annual Financial Allocation 223 442 217 BE3

21
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Key management compensation
Transactions with key management parsonnet are disclosad in notz 6.

Ultimate controlling party

The ultmale contraling party of the Local Council 's Central Government since the Councile main
revenue is fram the Government allocation received every quarter Apart fram the normal funds received
from Gowernmert, Councils also receive funds io specific projects as well as other funds for the
mprovernent and batterment of the locality,

Financial Risk Management

The Council' s aclivities expose it 1o a vanety of financial risks such as market risk credit risk, liquidity nsk,
and interest rate risk. The Council's overall risk managemert programme focuses on the unprediclability
of financial markets and seexs to minimise potential adverss effects on the Courcil's financial
performance.

Credit Risk

Financial assets which petentially subject the Councl 1o cancentrations of credit risk consist pnrcipally of
cash at bans and receivatles. Tne Council's cash s placed with guality financial institutions as well as it
limits the amount of credit expesure with any one financial institution. The Council has apprepriate policies
to ensure lhal income is received from sources with appropriate credit history. In this respect, credit nsk
with respect to receivables s monlorad continuously and the Council places a provision on any debl on
which there is doubt of recoverability. Bad debts are thersfore negligible and in this respect the Council
has no significent concentration of credit riss.

The maxmum exposure to credit risk for amounts receivable at the reporting date, nel of impament
lcsses by type of customer is as follows

Receivables from related pariies 2473

Liguidhiiy nsk

Liquidity risk is cefined as finanzial distress, an extraordinary maasure which needs t© oe taken 1
manage the councl's present commitments arising due to snerlage of funos The objective of liuidity ns«
management is to maintain suficient liguidity, and to ensure that it is available within the necessary time
frame in order not 1o create financial distress and curdail curcenl chligaticns as weall as future short term
commitmanls. The Council monitors and manages rs risk to & shorage of funds by maintaining sufficient
zash and by maniloring the availability of rasing funds lo meet commitments due. In facl, at year end, the
Council has as cash and cash equivalents the amount ¢f £17 843, This should ensure an ongeing working
capital of the Council for the next 12 menths. The Ceurcil also maintains & net liability position of €48 816
ensurng that adequate headroom 15 availanle to cover present liabilities as well as snct term otligations
ana commitments arising.
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Foreign cumency nsk

Foreign currency transactions arise when the Council buys or selis googs whose prices is denominated n
a foreign currency, of ncurs ar settles liabilities denaminated in a foreign currency. The Council does not
trade in any foreign currenciesz

'! Inferest rate risk
Irterest rale risk mainly arises through interest bearing liabililies ang assels. The abjective of interest rate
risx maragemsant is to oplimize the balance between minimizing uncertainty caused by fluctuations in
' I interest rates and maximising the nat interes: income and SXpEnse

21 Summary of the financial assets and liabilities by cateqory

T

The carrying amounts of the council's financial assets and hzbilities as recognised at the reporting dates

2017 2016
£ £
Curren! Assets
Trade and clher recenables 72,410 26,461
Cash and cash equivalents 17,643 45 807

SD.2563 72 268

I
|
!
|
l

Current Liahitilies
Financial iatilities measured at amortised costs
Payables 206 142 198,714

206,142 158,714

22 Fair values estimation

The nominal values less estimated credit adustments of receivables and payables are assumed to
j appreximale the'r fair values, otherwise, thess have been adiusted to spproximate their fair values

]
Fal
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TA' SANNAT LOCAL COUNCIL

REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL

Opinion

We have audited the accompanying financial statements ol Ta' Sannat Local Council, which comprise
the statement of financial position as at 31 December 2017, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information set cut on pages 4 - 23,

In our opinion, the financial statements give a true and fair view of the financial position of the Local
Council as of 31 December 2017, and of its financial performance and its cash flows for the year then
anded in accardance with International Financial Reporting Standards as adopted by the Eurapean
LInian,

Basis for Opinion

We conducted our audit in accorcance with International Standards on Auditing (1SAs). Our
rasponsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Financial Slatemenls seclion of our raport, We are independant of the Local Council in
accordance wilh the Intermational Elhics Standards Board for Accountants’ Code of Ethics for
Frofessional Accountants [IESBA Code) togelhar wilh tha athical requrements thal are relevant to
our audit of the financial stalements in accordance wilh the dccountancy Profession (Code of Ethics
for Warrant Holders) Direclive issued in ferms of the Accouniancy Prafession Act (Cap. 281) in Malta,
and we have {ulfilled our clher ethical responsibililies in accordance with these requirements and the
IESEA Code. We believe that the audit evidence we have chlained is sufficient and appropriate to
provide a basis far our opinion.

Material Uncertainty Related to Going Concemn

We draw attention to the Local Council's Statement of Financial Position an page 5 which shows thal
as at 31" December 2017, the current liabilities of the Local Council, after excluding the currenl
deferred income, exceeded its current assets by €64 474, This condilion indicalas thal a malerial
uncertainty exists that may cast significant doubt as to whether the Local Council will be able (o meet
its liabilities as and when they tall due. Qur opinion is not medified in respect ol thiz mallar,

EPOWER OF BEING UNDERSTCOI

BK ]
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued

DOther Information

The Executive Secretary and the Local Council Members are responszible for the other information.
The other informaticn comprises the Statement of Lecal Council Members' and Executive Secratary’s
Responsibilities. Qur opinion on the financial statements does not cover the other Information and we
¢ not exoress any form of assurance conclusion therean.

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

If. based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required la report that fact. We have nothing e report in this regard.

Council Responsibilities for the Financial Statements

As described on page 3. the Executive Secretary and the Local Council Members are responsible for
the preparation of the financial slalaments that give a true and fair view in accordance with
Intarnational Financial Reporting Standards as adopted by the Eurapean Unicn, and for such internal
conlrol as the Executive Secretary and Iha Local Council Members detemming is neceszary to enable
the praparation of financial statements that are free from material misstatement. whether due to fraud
ar BITor.

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 geing cancern, disclosing, as
applicable, matters related to going concern and using the going concem basis of accounting unless it
s inappropriate to presume that the Local Council will continue as a going cancern.

The Execulive Secretary and the Local Council Members are responsible fer oversering the Local
Council's financial reporting process.

Auditor’'s Responsibilities for the Audit of the Financial Statements

Clur objeclives are to obfain reasonable assurance aboul whether the financial statements as a whole
are free from material misstatement, whether due 1o fraud or error, and to issue an auditors’ repor
that includes our apinion. Reasonable assurance is a high level of assurance, but is not a guarantes
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatemnents can arise from fraud or error and are considerad material if, individually or in the
aggregate, they could reasonably be expected to influsnce the economic decisions of users laken on
the basis of thase financial staternents.

POWER OF BEING UNDERSTDOD

TAX | CONSULTIN
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued

Auditar’s Responsibilities for the Audit of the Financial Statements - continued

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

- Identify and assess the risks of material misstatement of the financial slatements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and oblain audit
evidence that is sufficienl and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than fer ane resulting from error, as fraud may
invalve collusion, forgery, intentional orissions, misrepresentations, or the override of internal contral,

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

* Evaluate the appropriateness of accounting policies used and the reasenableness of acecounting
estimates and related disclosures made by the Executive Secralary and the Local Council Members.

* Conclude on the approprateness of the Execulive Secretary's and the Local Council Members' use
ot the going concemn basis of accounting and, based on the audit evidence obtained, whether a
material uncerlainty exists related to events or conditions that may cast significant doubt on the Lacal
Council's ability 1o continue as a going concem. If we conclude that a material uncertainty exists, we
are reguired lo draw attention in our auditors’ report 10 the related disclosures in the financial
statements or, il such disclosures are inadequate. to modify our opinion. Our conclusions are bazed
cn the audit evidence obtained up to the date of our auditor's report However future events or
conditions may cause the Local Council to cease to continue as a going concern.

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

We communicate with the Executive Secretary and the Local Council Members regarding, among

ather matters. the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

26
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REPORT OF THE LOCAL GOVERNMENT AUDITOR TO THE AUDITOR GENERAL - continued

Report on Other Legal and Regulatory Requiremenis

In our opinion, the financial statements have been properly prepared in accercance with the Local
Councils Act {Cap. 363), the Financial Regulations issued in lerms of the said Act and the Local

Councils {Finanegial) Procedures.

This -:.'r::,:fl].r of the audit ;é;xx! has been signed by
Conrad Borg (Partner)
for and on behall of

ASM Maka
Ceritied Public Accountants

Date: 16" April 2018

THE POWER OF BEING UNDERSTODD
AUDIT | TAX ' CONSULTING
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