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Your Ref:

11 June 2025

The Mayor and Executive Secretary
St Julians Local Council
St Julian’s

Dear Sir/Madam,
AUDIT REPORT and FINANCIAL STATEMENTS
YEAR ENDING 31 DECEMBER 2023

In terms of Section P2.06 (¢.02) of the Local Councils (Audit) Procedures 2006, 1 am forwarding
a copy of the Audit Report and Financial Statements, together with the Management Letter for
the financial year ending 31 December 2024.

After seeking the Local Council’s approval, you are kindly requested to submit your response to
the Director (Monitoring & Support) Local Government Division, the Local Government

Auditor, and to this Office as stipulated in Section P2.06 (d) of the same Procedures, by not later
than six weeks following receipt of this letter.

Yours faithfully,

L (_

T. Mercieca
Asst. Auditor General

Encls.



Grant Thornton

The Mayor

San Gilian Local Council
Forrest Street,

St. Julians, 8TJ 2033
Malta.

Grant Thernton Malia
Fort Business Centre, Level 2
Trig L-Intornjatur, Zone 1
Central Business District
Birkirkara CBD1050 Malta

T +3b6 20931000

Qur ref: MB/mf/126325

27 May 2025

Dear Sir,

Financial statements for the year ended 31 December 2023

During the course of our audit for the year ended 31 December 2023, we have reviewed the accounting

system and procedures operated by your council. We set out in this report the more important points that
arose as a result of our review.

i Previous management letter

1.1 income

We again identified inconsistencies in income from LES administration fee (refer to notes 2.1t0 2.2)

We are pleased to inform that we did not note any issues in relation to revenue classification for
the year,

Even though we have received the latest financial statements of the Lvant Joint Committee for which
the San Giljan Local Council is a member of in the previous year, we still recommend that the
council raises issue on Joint Committee with the Department for Local Government and ensure that
the committee is liguidated, and that the council received any further income that may be due to it.
The issue on Lvant Joint Committee is still outstanding (refer to notes 2.3 to 2.5).

1.2 Expenditure

We are pleased to inform that we did not note any issued in relation to provisions, and salaries
and waoges during the year.

1.3 Property, plant and equipment

We again identified issue on fixed assets classification of financial statements with accounting
records and fixed ossets register (refer to notes 3.1 and 3.2)

We again identified missing details of fixed asset register (refer to notes 3.3 to 3.6)
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1.6

1.7

Grant Thornton

We again noted that the council does not have a schedule of its assets not yet copitalised [refer
to notes 3.7 and 3.8)

Trade and other receivables

As in previous year, when performing cur test on the receivable balances, we were not able to

obtain sufficient and appropricte supporting documents for the debtors selected (refer to notes 4.1
and &.2].

We again identified long outstanding receivables that no allowance were provided {refer to notes
%3 ond b.4).

Trade and other payables

We again noted that the council was not able to obtain suppliers’ statements as at or near
yearend from ol suppliers [refer to notes 5.1and 5.2).

We are pleased to inform that we have obtained sufficient and appropriate supporting documents
for the supptier selected for testing for the year.

We again identified long-outstanding payables (refer to notes 5.3 and 5.4).

We are please to inform that we have not identified significant credit balance in the debtor’s list
as at yearend.

We again identified the contract’s deposit guarantee outstanding and overdue (refer to notes 5.5
to 5.6).

Borrowings

We aguain identified an error in the books of the council with regards to the presentation of current
and noncurrent portion of borrowings os at yearend (refer to notes 6.1 and 6.2)

Liquidity Position

We are pleased to inform that the council’s Financial Situation Indicator is now above the
minimum 10% maintaining rate.

lncome

2.1

2.2

Income from LES administration fee

We obtained Loqus report 483 and reconciled to income from LES administration fees and
established that the council’s income from LES administration fees for 2023 is overstated by
£10,42%. No audit adjustment was proposed due to the fact thot ne explonation for the
diserepancy was provided. This is not a material discrepancy.

We recommend that the council generates the Logus report frequently and reconciles amounts to

tees claimed for collection of fines. Any discrepancies should be discussed with the counterparty
on a timely manner. . “Q%‘f’{:ﬁ



2.3

2.4

2.5

Grant Thornton

Joint committee

We noted that the San Giljien Local Council formed part Lvant Joint Committee up to 31 August
201

In 2021, we have obtained the last cudited financial statements of the Lvant Joint Commitiee and
noted that the reserves of the committee only amounted to €1,680. To this end, our audit report

was not qualified and we did not propose any adjustments as the amount to be divided between
all committee members would not be material.

Nevertheless, we recommend that the council raises this issue with the Department for Local

Government and ensures that the joint committee is liquidated, and that the council receives any
Turther income that may be due to it.

Fixed ussets

3.1

3.2

3.3

Classification of financial statements with accounting records

We identified differences between the net book value (NBV) of certain assets in the financial
statements and the NBV in the accounting records of the same categories.
These are summarised below:

NBVin
NBV unaudited
in financial accounting
Asset category statement record Difference
€ € €
Office equipment 778 2427 (1,649)
Urban
improvements 42,184 76,183 {33,999)
Assets not yet
capitalised 200,634 500,840 (300,206}
Construction 57,331 107,577 {60,244)
Special
pregrammes 285,64b (100,456) 386,101
586,872 586,871 1

We recommend that the council investigates these classifications and ensures that the financial
statements reflect the correct classification.
Details of fixed asset register

When reviewing the fixed asset register, we noted thot certain details like invoice numbers,
location and suppliers’ details ore missing.



3.4

3.5

3.6

3.7

3.8

Grant Thornton

We recommend that every possibie effort should be made to compiete the fixed asset register to
include ot least ofi of the following:

s Description of asset

e Date of purchase

e Supplier details

e [nvoice number

o Asset tag code (where applicable}
e Cost

e Depreciation rate

e Location of the asset

o  Grants received

In addition, we have determined a total amount of € 4,326,471 difference in cost of fixed assets
upon comparing the costs per accounting records and per fixed asset register. Upon checking,

assets which were fully depreciated as at yearend are still on the fixed asset register, but the costs
and accumulated depreciation are nil.

An updated fixed asset register enables the council to exercise proper control over the council’s
property, plant and equipment. It provides o suitable inventory/checklist which may be used to
determine whether assets previously purchased still exist or are in use, or should have been written
off in the books. Therefore, we recommend that the council’s fixed ossel register is updated with all
relevant and accurate details.

Status and schedule of assets not yet capitalised

As at 31 December 2023, assets not yet capitalized and corresponding grants amounted to
€ 580,998 and € 350,364, respectively, were not part of the fixed asset register. The audit team has
requested the breakdown and the status of ecch asset but was not provided by the council.

We recommend that the schedule of assets not yet capitalised and grants related are readily

avoilable and regularly monitored by the councit. This is to timely determine the status of each
ongeing projects.



Grant Thornton

Trade and other receivables
Confirmation of trade receivables

4 We selected samples of debtors for verification of existence and aocuracy of balances through
external positive confirmations, subsequent collection or vouching of other supporting documents.
However, we were not able to obtain sufficient and appropriate supporting documents for the
debtars listed below. Our audit report was qualified in this respect.

Gross amount Provision Net amount
€ € £
Water Services Corporation 37,8%0.79 35,178.50 2,712.29
Media Trends Ltd - Sean Fitz 22.971.59 5.ub8.17 17.513.42
Green MT Ltd 13,5693.87 13,693.87 -
Active Enterprises 12,377.79 277779 2.600.00
Streetcom Qutdoor 6,802.62 3,362.62 3.460.00
Tourism Zones 3,985.00 - 3,985.00
LESA 3,707.82 - 3,707.82
101,329.48 60,360.95 40,968.53

4.2 We recommend thet the council must ensure proper keeping of records to support the balances

presented in the fingncial statements. Furthermore, the council must maointain close

communication with the debtors for ease in collection of accounts and requesting confirmation
replies during the audit.

Long cutstanding debtors

43 The council’s debtor list includes the following long-outstanding balances which are past due for
more than twelve months and no allowance were provided:

€

Media Trends Ltd - Sean Fitz 17,513.42
Active Enterprises 6,400.00
Water Services Corporation 2,712.29
FM Core 2,681.39
LESA 1,849.50
Nicholas Baldacchino 1,680.62
Antonic Barbuzza 1,414.78
Streetcom Outdoor 600.00
Ludwig Dimech 210.26
Raymond Bonnici 160.00
34,982.16

LR We recommend that the council should regularly review overdue receivables for recoverability and

if s0, chase these debtors by sending reminders for the long overdue amounts. If recoverability of
these debtors remains doubtful, the council should consider making a provision for doubtful debts
in the books of account after obtaining approval from councit meeting.



GrantThornton

Trade and other payables
Suppliers’ statements

5.1 During the course of our audit, we noted that the council did not obtain statements as at or near
yearend from all suppliers to confirm the yearend balances and to ensure the completeness of the
books of account. Circulars issued from time to time by the Department for Local Government
specifically emphasise that the council sheuld acquire monthly statements from ol its suppliers.

5.2 We recommend that the council obtains monthly statements from all suppliers in order to ensure
proper recording of creditors in the council’s ledgers. This will highiight any discrepancies between
amounts recorded in the ledger and amounts in supgliers’ statements,

Long outstanding creditors

5.3 the council’s creditor list includes the following balances which have been outstanding for more
than one year:

g

Galea Cleaning Solutions 28,742.16
Mealta Planning & Des Cons 23,600.00
Med Developers Designers & 17,637.46
Mico Med Ltd 4,6%98.17
APCO Ltd 1,954%.01
Rita Dimech Portelli 157.65
LESA .65
76,694.00

54 We recommend that the council reviews these amounts and either settle them if still due, or else,

reverse them after having obtained approval from the councit members. Furthermore, decisions
and discussion regarding these balances should be minuted during council meeting.

Contractor’s deposit guarantee

5.5 Upon enquiry about the council’s deposit guarantees amounting to €18,642, we were informed
that these relate to deposits requested upon application for permits of construction work by an
individual or corporate body. Some of these deposits go back to 2015 which were never claimed.

5.6 We recommend that the councif obtains advice on whether such amounts ore still due to the
contractor or whether legally, these are now the councif’s revenue. Furthermore, before removing

such amounts from the guarantees to the profit or loss, approval in council meeting should be
obtained.

Borrowings

6.1 The team proposed an adjustment to corractly present the current and non-current portion of the

loans based on the loan amortisation schedule. This has been considered appropriately in the
audited financial statements.

5.2 We recommend that the council must review its loan amortisation schedule during the financial
statement preparation and ensure that the current and non-curreni portiens of its bank lcans are
appropriately presented in the financial statements.



Grant Thornton

Conclusion

We would Tike to point out that the matters dealt with in this report came to our notice during the conduct
of our normal audit procedures which are primarily designed for the purpose of expressing an opinion on
the financial statements of the council. In consequence, our work did not encompass o detailed review of
ali aspects of the system and cannot be relied upon necessarily to disclose defalcation or other

irregularities or to include all possible improvements in internal control that a more extensive special
examination might develop.

We would like to take this opportunity to thank Ms Cher Fenech and her staff for their co-operation and
assistance during the course of the audit.

Yours faithfully,

Gt P foo.



|
|
g

B SAN GILJAN LOCAL COUNCIL
|
8 Annual Report

and

Financial Statements

for the year ended 31 December 2023

Prepared by

Daniel Galea B, Accty, (Hons.) CPA




"
8
|
"
=

SAN GILJAN LOCAL COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS
31 DECEMBER 2023

CONTENTS

Statement of Lacal Council Members’ and Executive Secretary’s responsibilities
Statement of Comprehensive Income

Statemant of Financial Position

Statement of Changes in Equity

Statement of Cash Flows

Notes fo the Financial Statements

Report of the Independent Local Government Auditor to the Auditor General

PAGES

Page 2 of 27



B
|
#
B

W

SAN GILJAN LOCAL COUNCIL

Statement of Local Council Members’ and Executive Secretary’s Responsibilities

for the year ended 31 December 2023

The Local Councils (Financial) Regulations require the Executive Secretary to prepare a detailed annual
administrative report which includes a statement of the Local Council's comprehensive income for the yaar 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 Execuiive Secretary to ensure that the financial statements forming part of the report present fairly, in
accordance with the accounting policies applicable to Local Councils, the income and expenditure of the Local
Council for the year and its retained funds as at the year end, and that they comply with the Act, the Local Council
(Financial) Regulaticns, and the Local Council (Financial) Procedures issued in terms of the said Act.

The Executive Secretary is responsible to maintain a continuous internal control to ascertain that the accounting,
recording and other financial operations are properly conducted in accordance with the Local Councils Act, the
Lecal Council (Financial) Regulations, and the Local Gouncils (Financial) Procedures. The Executive Secretary is
also responsible for safeguarding the asseis 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 Local Council on the 27th May 2025 and signed on its behalf by

A qU« //W%

Guig Dalli Malcolfn Agius
Mayor Acting Executive Secretary

Page 3 of 27
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SAN GILJAN LOCAL COUNCIL

STATEMENT OF COMPREHENSIVE INCOME
For thé year ended 31 December 2023

2023 2022
| £ €
Nofes
Revenue
Funds received from Central Government 4 1,084,176 1,246,600
Income raised under Local Council Bye-Laws 5 21,000 (21,538)
Income raised under Local Enforcement System 8 13,627 9,646
General Income 7 115,471 95,062
§ 1,213,974 1,329,770
Expenditure
Personal emolumentis 9 (222,049) (205,511}
Operations and maintenance 10 (477,048} (772,797}
Administrative and other expenditure 11 {184,371} {290,224)
{883,465) (1,268,532)
Operating surplus jor the year 330,509 61,238
Finance income 12 25 -
§ Finance costs 12 (1,429) (1,734)
Surplus for the year 329,106 59,504

The notes on pages 8 1o 26 form an integral part of these financial statements
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SAN GILJAN LOCAL COUNCIL

STATEMENT OF FINANCIAL POSITION

As at 31 December 2023

ASSETS

Non-Current Assets

Property, plant and equipment

Current Assels
Receivables
Cash and Cash Equivalents

Total Assets

EQUITY AND LIABILITIES

Reserves
Retained Fund

Non-Current Liabilities
tong-term borrowings

Current Liabilities
Payables

Shori-term borrowings
Deferred income

Total Liabilities

Total Equity and Liabilities

2023 2022
€ £

Motes
13 751,835 737,073
751,835 737.073
15 174,979 275,811
16 780,554 531,472
955,533 807,283
1,707,368 1,544,356
984,012 654,906
984,012 654,906
18 21,545 27.936
21,545 27,936
17 283,382 575,791
18 6,358 6,067
19 411,571 279,656
701,811 861,514
723,366 889,450
1,707,368 1,544,356

These financial statements were appraved and autherised for issue by the Local Council on 27th May 2025 and

signed on its behalf by:

\ode

Guido Halli M
Mayorl:{

The notes on pages 8 to 26 form an integral part of these financial statements

A tA

Maleolm Agius
Acting Executive Secretary

Page 5 of 27
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SAN GILJAN LOCAL COUNCIL

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2023

At 1 January 2022

Surplus for the year 2022

At 31 December 2022

At 1 January 2023

Surplus for the year 2023

At 31 December 2023

The notes on pages 8 to 26 form an integral part of these financial statements

Retained
Funds
£

595,402

59,504

654,906

654,906

328,106

984,012

Page 6 of 27



SAN GILJAN LOCAL COUNCIL

STATEMENT OF CASH FLOWS
For the year ended 31 December 2023

2023 2022
€ €
Note
Cash flows from Operating Activities
Surplus for the year 329,106 59,504
Reconciliation to cash generated from operations:
Depreciation and amcrtisation 13 69,687 68,288
Increase in provision for expected credit losses 4,718 2,856
interest receivable (26) -
Interest payable 1,429 1,734
Operating Profit before Working Capital Changes 404,914 132,382
Decrease in receivables 96,116 109,334
{Decrease)/increase in payables {291,909) 86,370
Cash generated from operating activities 209,121 328,086
Cash flows from Investing Activities
Interest received 26 -
Purchase of property, plant & equipment 13 (219,648) (750,108}
@ Cash used in investing activities (219,622) (750,108)
Cash flows from Financing Activities
Repayment of bank loans (6,101} (5,822)
Receipt of grant 13,19 267,113 823,857
Interest paid (1,429) (1.734)
Cash generated from Financing activities 259,583 818,301
Net Increase in Cash and Cash Equivalents . 249,082 394,279
Cash and Cash Equivalents at the Beginning of the year . 531,472 137,193
Cash and Cash Equivalents at the End of the year 16 780,554 531,472

The notes on pages 8 to 26 form an integral part of these financial statements

Page 7 of 27
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SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2023

1. GeneralInformation

.The San Giljan Local Council is the local Autherity of San Giljan set up in accordance with the Local
Councils Act, 1893. The office of the Local Council is situated at Trig Forrest, San Giljan. Thase financial
staternents were approved for issue by the Council Members on 27th May 2025. The Local Council's
presentation as well as functional currency is denominated in Euro (£€).

2. WRaterial Accounting Policies

The principal accounting policies applied in the preparation of these financial siatements are set out below.
These policies have bean consistently applied to all the years presented, unless otherwise stated.

Material accounting poficies
An entity should disclose its material accounting policies. Accounting policies are material and must be

disclosed if they can be reasonably expected to influence the decisions of users of the financial
statements.

Accounting convention

These financial statements are prepared under the historical cost convention, as modified to include fair
values where it is stated in the accounting policies below. These financial statemenis are prepared in
accordance with the provisions of the Local Councils Act (Cap. 363), the Financial Regulations issued in
terms of this Act and the Local Councils {Financial) Procedures 1896 enacted in Malta and with the
requirements of the International Financial Reporting Standards as adopted by the Eurapean Union (EU).

These financial statements have been drawn up in accordance with the accounting policies and reporting
procedures prescribed for Local Councils in the Financial Regulations issued by the Minister of Finance
in conjunction with the Minister responsible for Local Government in terms of section 67 of the Local
Councils Act (Cap. 363).

New or revised standards or Interpretations adopted as af 1 January 2023

Some aceounting pronouncements which have become effective from 1 January 2023 and have therefore
been adopted do not have a significant impact on the Local Council's financial results or position.

Other Standards and amendmenis that are effective for the first time in 2023 and could be applicable to
the Council are:

§ » Defarred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments

- to IAS 12)

+ Disclosure of Accounting Policies (Amendments to [AS 1 and IFRS Practice Staiement 2)

« Definition of Accounting Estimates (Amendments io IAS 8)

» International Tax Reform—Pillar Two Model Rules (Amendments to IAS 12)

|

These amendments do not have a significant impact on these financial statements and therefore no
disclosures have been made.

Standards, amendments and Interpretations to existing Standards that are fsz: yet effective and have not
been adopfed early by the Council

w W

At the date of authorisation of these financial statements, several new, but not yet effective, Standards
and amendments to existing Standards, and Interpretations have been published by the IASB or IFRIC.
None of these Standards or amendments to existing Standards have been adopted early by the Councii
and no Interpretations have been issued that are applicable and need to be taken into consideration by
the Councik.

W W W

Other Standards and amendments that are not yet effective and have not been adopted early by the
Coungil include:

+ Classification of Liabilities as Current or Non-current {Amendments to IAS 1)

» Lease Liabilily in a Sale and Leaseback (Amendments to IFRS 16)

« Supplier Finance Arrangements (Amendments to IAS 7 and IFRS 7)

= Non-current Liabilities with Covenants (Amendments to 1AS 1)

* Lack of Exchangeability {Amendments to 1AS 21)

E
=
=
=
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SAN GILJAN LOCAL COUNCIL

Noies {o the Financizal Statements for the vear ended 31 December 2023 {cont)

2. Maierial Accounting Policies (cont.}

" These amendments are not expected to have a significant impact on the financial statements in the period
of initial application and therefore no disclosures have been made.

Management anticipates that all relevant pronouncements will be adopted for the first period beginning
on or after the effective date of the pronouncement. New standards, amendments and interpretations not
adopted in the current year have not been disclosed as they are not expected to have a material impact
on the Lecal Council's financial statements.

Property, plant and equipment

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

&
|
B
|
8
B
8
|
]

%

Land 0

Trees 0

Buildings 1

Office Furniture and Fittings 7.5

Construction Works 10

Urban Improvements (Sireet Furniture) 10
g Special Projects 10

Office Equipment 20

Motor Vehicles 20
2 Plant and Machinery 20

Computer Equipment 25

Plants 100

Litter Bins Replacement basis

Playground Furniture 100

Traffic Signs Repiacement basis
_ Road Signs Replacement basis
-] Street Mirrors Replacement basis

Street Lights 100

Gains and losses 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 useful
g lives of the assets are reviewed and adjusted as appropriate, at each statement 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 separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item wilt flow to the
Council and the cost of the iftem 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.

Impairment of Assets

Assets that are subject to amortisation or depreciation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be racoverable, An impairment loss
is recognised for the amount by which the carrying amount of the asset exceeds its recoverable amount.
The recoverable amount is the higher of the fair value of the asset less costs to sell and the value in use.

Impairment losses are immediately recognised as an expense in the Statement of Comprehensive
Income.

&
5
=

i

Government Grants

Government grants are accounted for on the Income Approach in accordance with 1AS 20. These are
accounted for on a systematic basis in the Statement of Comprehensive Income over the periods
necessary to match them with the related costs which they intend to compensate. If such costs ave

already been incurred when the grant is made, or if there are ho related costs, then the grant is accounted
for when it becomes receivable,

e W

-
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SAN GILJAN LOCAL COUNCIL

§ Notes to the Financial Statements for the vear ended 31 December 2023 (cont.)
| 2. Material Accounting Policies (cont.)

_Financial instruments

Recognition and derecognition

Financial asseis and financia! liabilities are recognised when the Local 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 derecognised when it is extinguished, discharged, cancelled or expires.

§ Classification and initial measurement of financial assets

Except for those irade receivables that do not contain a significant financing component and are measured
at the transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value
adjusted for transaction costs (where applicable).

Financial assets are classifled into the following categories:
» amortised cost

% + fair value through profit or loss (FVTPL)
+ fair value through other comprehensive income (FVOCI).

The Local Council does not have any financial assets categorised as FVTPL and FVOCI in the periods
presented,

The classification is determined by both:
« the entity’s business maodel for managing the financial asset; and
= the contractual cash flow characteristics of the financial asset.

All income and expenses relating fo financial assets that are recognised in profit or loss are presented
within ‘finance costs', ‘finance income’ or 'other financial items'.

Subsequent measuremeant of financial asseis
Financial assets at amortised cosi

Financial assets are measured at amortised cost if the assets meet the following conditions (and are not
designated as FVTPL):

- they are held within a business model whose objective is to hold the financial assets and collect

its contractual cash flows; and

« the contractual terms of the financial assets give rise o cash flows that are solely payments of
principal and interest on the principal amount outstanding.

After initial recognition, these are measured at amortised cost using the effective interest method.
Discounting is omitted where the effect of discounting is immaterial. The Local Council's cash and cash
equivalents, and most receivables fall into this category of financial instruments.

Impairment of financial assets

IFRS 9's impaiment requirements use forward-looking information to recognise expected credit losses —
the ‘expected credit loss (ECL) mode!’. Instruments within the scope of the requirements included loans
and other debt-type financial assets measured at amortised cost and FVOCH, trade receivables, contract
assets recognised and measured under IFRS 15 and loan comimitments and some financial guarantes
contracts (for the issuer) that are not measured at fair value through profit or loss.

% The Local Council considers a broad range of information when assessing credit risk and measuring
expected credit losses, including past events, current conditions, reasonable and supportable forecasts
§ that affect the expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between:

= financial instruments that have not deteriorated significantly in credit quality since initial

recognition or that have low credit risk (‘Stage 1"} and

% = financial instruments that have deteriorated significantly in credit guality since initial recognition

: and whose credit risk is not fow (‘Stage 2.

‘Stage 3" would cover financial assets that have objective evidence of impairment at the reporting date.
“12-month expected credit losses’ are recognised for the first category while ‘lifetime expected credit
losses’ are recognised for the second category.

Page 10 of 27




i & | W\ W

W W | W E W

W W W W

& W

e
=

SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2023 (cont.)

2,

Material Accounting Policies (cont.)

impairment of financial assets (cont.)

Measurement of the expected credit losses is determined by a prebability-weighted estimate of credis
losses over the expected life of the financial instrument.

Classification and measurement of financial liabilities
The Local Council's financial liabilities include payables and bank borrowings.

Financial liabilities are initially measured at fair value, and, where applicable, adjusted for transaciion costs
uniess the Local Council designates a financial liability at fair value through profit or loss.

Subsequently, financial liabilities are measured at amortised cost using the effective interest method
except for derivatives and financial liabilities designated at FVTPL, which are carried subsequently at fair
value with gains or losses racognised in profit or foss (other than derivative financial instruments that are
designated and effective as hedging instruments).

All interest-related charges and, if applicable, changes in an instrument’s fair value that are reported in
profit or loss are included within ‘finance costs' or 'finance income’.

Related parties

Related parties are those persons or bodies of persons having relationships with the Council as defined
in International Accounting Standard No. 24.

Income recognition

Income is recognised at the fair value of the amount received or receivable, to the extent that it is probable
that future economic benefits will flow to the Council and these can be measured refiably.

Interest income is accrued on a time basis, by reference to the priﬁcipal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial assets to that asset's net carrying amount.

Government grants are recognised when there is reasonable assurance that all conditions attaching to
them are complied with and the granis will be received. Government grants related to income are
recognised in profit or loss over the periods necessary to match them with the related costs which are
intended to compensate, on a systematic basis. Such grants are presented as a credit in the statement
of comprehensive income.

Local Enforcement Income

As from September 2012, the income recognised in the Income Statement was derived from the five
Regional Committees and the Local Enforcement System Agency.

Foreign currencies

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

Transactions denominated in foreign currencies are translated into € at the rates of exchange in operation
on the dates of the fransactions. Monetary assets and liabilities expressed in foreign currencies are
translated into € at the rates of exchange prevailing at the date of the Statement of Financial Pasition.

Profits and losses

Only surpluses 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 between the said date and the date on which the financial
statements are approved.

Cash and cash equivalents

Cash and Cash Equivalents are carried in the Statement of Financial Position at face value. For the

purposes of the Statement of Cash Flows, cash and cash equivalents comprise cash in hand and balances
held with banks.
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SAN GILJAN LOCAL COUNCIL

Motes to the Financial Statements for the vear ended 31 December 2023 {coni.
2. Material Accounting Policies (cont.)
Capital Management

The Council's capital consists of its net assets, including working capital, represenied by iis refained
funds. The Council's management objectives are to ensure:

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

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

3. Judgments in applying accounting policies and key sources of estimation

Estimates and judgements are continually evaluated and based on historical experience and other

factors including expectations of future events that are believed to be reasonable under the
circumstances.

in the opinion of the Counclil, the accounting estimates and judgements made in the course of preparing
these financial statements are not difficult, subjective or complex to a degree which would warrant their
description as critical in terms of the requirements of JAS 1.

4, Funds received from central government
2023 2022
€ €
In terms of section 55 of the Local Courncils Act ; 973,340 963,640
Other Government Income 90,836 282,960
1,064,176 1,246,600
5, Income raised under Local Council Bye-Laws
2023 2022
£ £
income from street advertising 21,000 {21,538)
6, Income raised Local Enforcement system
2023 2022
£ €
Pre-regional Committees 3,207 2,499
Regional Committees/LESA - Administrative Fees 10,420 7,147
13,627 9,646
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SAN GILJAN LOCAL COUNCIL

Notes fo the Financial Statements for the vear ended 31 December 2023 {cont.}

7. General lncome

General Income
Contributions and donations

8. Operating surplus for the year

Surplus for the year is stated after charging:
Staff salaries

Depreciation and amortisation

Provision for bad debis

$.  Personal Emoluments

Mayor's Remuneration

Councillors’ Allowances

Execitive Secretary Salary and Allowances
Employees' Salaries

Social Security Contributions

2023 2022

€ €
114,371 94,632
800 430
118,171 95,062
2023 2022

€ €
222,049 205,511
69,687 68,288
4,117 2,856
2023 2022

£ €
16,003 15,516
22,600 22,600
40,535 40,209
131,141 115,484
11,770 11,702
222,049 205,511

The average number of persons employed by the Council during the year was as 9 (2022: 8).
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SAN GILJAN LOCAL COUNCIL

Motes fo the Financial Statements for the vear ended 31 December 2023 (cont.)

10. Operations and Maintenance

2023 2022
£ €
Repairs and Upkeep:
Road and Street Pavements (patching works) 3,481 3,557
Public property 4,231 6,478
Strest signs 7,086 8,004
Road Markings 8,114 5,447
Other repairs and Upkeep 29,748 24,281
52,670 48,667
Contractual Services:;
Refuse Collection 141,113 255,218
Bulky Refuse Collection 20,741 44,867
Road and Street Cleaning 122,568 125,630
Cleaning and Maintenance - Public Conveniences 15,436 16,808
§ Cleaning and Maintenance - Parks and Gardens 11,110 38,641
Cleaning and Mainienance - Soft areas 11,702 8,399
Support Services 5,281 180,760
Street Lighting . 896,424 73,809
424,375 724,130
§ Total Operations and Maintenance Costs 477,045 772,797
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SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statemenis for the vear ended 31 December 2023 {cont.}

11. -Administrative and other expenditure

2023 2022
3 £
Utilities 13,728 8,345
Cther repairs and upkeep - 4,476
Rent 4,661 4,473
National and International Memberships - 250
Office Services 7,262 5,900
Transport 27,149 23,568
Travel 3,155 1,642
Information services - 1,710
Other contractual services 4,138 12,011
Insurance 3,041 3,027
Bank Charges 1,604 1,277
Professional Services 25,178 44,871
Tuition for courses and expenses - 500
Community Services 55,767 58,949
Sundry minor expenses 3,704 904
LES related expenses 1,079 1,875
(Reversal ofy/Provision for Legal claims against the Council (40,502) 44,350
Increase in provision for bad debts 4,717 2,856
Twinning expenses - 952
Depreciation and amortisation 69,687 68,288
184,371 290,224

£g 12. Finance costs
2023 2022
£ €
& Loan interest ' 1,429 1,734
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SAN GIHLJAN LOCAL COUNCIL

Notes to the Finrancial Statements for the year ended 31 December 2023 {cont.}

13. Property, plant and equipment

Offfce Assets New
Furniture Offica Urban not yet Street Special Total
Property Trees & fittings Equipment Emproverments Capitalised Signs Construction Programmes
g € € € € € € € € € €
Cost
At 1 January 2023 185,798 8,817 74442 57.170 138,604 538,625 9,707 314,927 4,241,038 5,669,335
Additions - - - 781 . 12,372 - 36,562 169,933 219,648
At 31 December 2023 185,728 8,817 74,449 57,951 138,804 550,997 9,707 351,489 4,410,971 5,758,983
Depreciation
Al 1 January 2023 33,170 - 67,899 53.826 55,741 .- 9,707 235447 533,857 989,547
Charge for the year 1,906 - 825 1,029 6,879 - - 8,464 50,584 69,687
g At 31 December 2023 35,076 - 68,724 54,856 62,620 - 8,707 243,911 584,241 1,068,234
Grants
At 1 January 2023 - - - 2,218 34,000 350,364 - 50,247 3,405,887 3,842,716
Granls for current year - - - - - . - - 135,198 135,198
At 31 December 2023 - - - 2,218 34,000 350,364 - 50,247 3,541,085 3,877,914
Net Baok values
At 31 December 2023 150,722 8,817 5,725 7i8 42,184 200,633 - 57,331 285,645 751,835
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SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 December 2023 {cont.}

13.  Property, plant and equipment {cont.)

Offica Assets New
Fetmiture Difice Urban not yet Streat Spetial Total
Froperty Trees & fittings Equipment improvements Capitalised Signs Construction Programmes
€ € € € € € € € € €
Cost
At 1 January 2022 185,798 8,817 74,449 57,170 138,504 488,360 9,707 314,927 3,580,186 4,849,228
Additions - - . - - £5.266 - - 680,842 750,108
At 31 December 2022 185,798 8,847 74,449 57,17¢ 928,804 538,626 9,707 314,927 4,241,038 6,569,336
Depreciation .
Al 1 January 2022 31,284 - 67,068 51,764 48,862 - 6,707 230,639 482,533 921,837
Charge for the year 1,808 - 831 2,162 6,879 - - 4,808 51,124 87,710
At 31 Dacember 2022 33,170 - 67,592 53,926 565,741 - 8,707 235,447 533,657 989,547
Grants
At 1 January 2022 - - - 2218 34,000 282,023 - 50,247 2,582,031 2,980,649
Granls for current year . - - - - 68,341 - - 823,356 892,187
Al 31 Decembar 2022 - - - 2,214 34,000 350,364 - 50,247 3,405,887 3,842,718
Net Book values .
At 31 Dacember 2022 162,628 8,817 6,550 1,026 48,063 188,252 - 29,223 301,484 737,073
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SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statements for the vear anded 31 December 2023 {eont.)

14. Intangibie asset

Computer
software
€
Cost
At 1 January 2023 and 31 December 2023 4,160
Depreciation
At 1 January 2023 and 31 December 2023 4,160
Net book valug
At 31 December 2023 -
Computer
software
€
Cost
At 1 January 2022 4 160
At 31 December 2022 4,160
Depreciation
At 1 January 2022 3,682
Charge for the year 578
g At 31 December 2022 : 4,160

&

Net hook value
At 31 December 2022
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SAN GILJAN LOCAL COUNCIL

Notes fo the Financial Statements for the year ended 31 December 2023 {cont.)

15. Receivables

2023 2022
€ €
Receivables 113,813 237,439
Accrued income 57,000 31,442
Prepayments 4,166 8,930
174,979 275,811
Recejvables

General receivables are analysed as follows:
2023 2022
€ €
Within credit period 79,721 75,431
Exceeded credit period but not impaired 34,092 162,008
Impaired and provided for 60,825 56,107
Provision for expected credit losses (60,825) (56,107)
113,813 237,439

Included in the accounts receivables are amounts due from relaied parties amounting to €112,371 (2022 :
€228,715). These amounts are unsecured, interest free and repayable on demand. Receivables are stated
net of impariment provision of €60,825 (2022; €56,107).

16. Cash and cash equivalents

Cash and cash equivalents included in the cash flow statement comprise the following statement of
financial position amounts.

2023 2022

£ £

Cash at bank 779,172 518,748
Cash in hand 1,382 12,724
780,554 531,472
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SAN GILJAN LOCAL COUNCIL

Motes to the Financial Statements for the vear ended 31 Decamber 2023 (cont.)

17. Payables

2023 2022
£ €
Payables ' 176,583 464,771
Other payables 35,337 28,328
=2 Accruals 71,962 82,692
g 283,882 575,791
g Included in the accounts payable are amounts due fo related paries amounting to €5,422 (2022 -
€21,972). These amounts are unsecured, interest free and repayable on demand.
§ 18. Borrowings
2023 2022
£ €
@ Non-current
Bank borrowings 21,545 27,936
g Current
Bank borrowings 6,358 6,067
Borrowings
Repayable between one and two years 6,688 6,364
Repayable between two and five years 14,859 21,024
Repayable in five years or more ' - 548
21,545 27,936

The Bank Loan is guaranteed by the Central Government and secured by a 4% General Hypothec over
the San Gifjan Local Council assets and a Special Hypothec on the Council Offices and Garage. Loan

atfracts interest at 4.6% (2022 - 4.6%) and are repayable in monthly instalments of €629.69 (2022 -
€629.69) inclusive of interest. ’
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SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statements for the year ended 31 Becember 2023 {cont.)

19. Deferred income

2023 2022
€ £
Government grants
At 1 January 279,656 197,497
State Funds allocated to Local Council 131,915 155,605
§ 411,571 353,192
§ Recognized in Property, Plant & Equipment - (68,341)
Recognized in Income Statement - {5,195)
g
§ At 31 December 411,571 279,656
E Current Deferred Income 411,571 279,658
8 20. Capital commitments
2 2023 2022
€ €
E Details of capital commitments at the
§ accounting date are as follows:
- Approved but not yet contracted for 737,082 737,082
§ - Contracted for but not provided in
the financial statements 305,853 317,800
E (i) Approved but not yet contracted for:;
E Various upgrading around the Locality 15,273 15,273
Office Fumiture and fittings 5,000 5,000
E Office Equipment 5,600 5,000
) Resurfacing Trig Ross ' 87,066 87,066
Electric Vehicls 25,921 25,921
E Resurfacing Trig i-Qaliet 89,818 89,818
Tarag Scicluna 443,235 443,235
E Playing Field at Trig Birkirkara 33,040 33,040
' Upgrading of Angelo Pullicine Steps 32,729 32,729
737,082 737,082
l (i) Contracted for byt not provided in the Financial Statements:
l Gnien Saver Zarh 305,853 317,800
| 305,853 317,800

These capital commitments will be financed by funds which the Council received from the Eastern Regional
. Committee, DP Funds and from own funds.
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SAN GILJAN LOCAL COUNCIL

MNotes to the Financial 8tatemenis for the year ended 31 December 2023 (cont.)

21. Contingent liabilities

The Council has received various claims for damages to their vehicles allegedly caused by the state of
repair of the Locality's roads which claims may have a financial effect on the St Julian's Local Council.
Itis estimated that the total costs for these does not exceed Eurs,000. The Council was served by Court
Cases for some of these claims and for some others, the damages are to be liquidated by the Gourt and
therefore, the value remains uncertain.

22. Related party transactions

During the course of the year, the Council entered into transactions with related parties which are related

through common ulimate controlling party, The Council entered into transactions with the following
related parties:

Name of Entity Nature of relationship
BDepartment of Local Councils Significant control
Local Enforcement System Agency No control
Eastern Regional Committee No control
Gozo Regional Committee No control
Sauth Eastern Regional Committee No control
Sauth Regional Committee No control
Malta Environment and Planning Authority No control
Water Services Corporation No control
Enemalta Corporation Mo control
Arms Limited No control
Cleansing Services Depariment Nao control
Director General - Works Division No cantrol
Wasteserv Malta Limited No confrol
Police General Headquariers - No control
Department of Lands No control
Airmalta plc No controf
Bank of Valletta plc No control
Office of the Prime Minister No controf
Office of the Commissioner for Data Protection No contro!
Association of l.ocal Councils' Secretaries No control
Ministry for Resources and Rural Affairs No control

The amounts due from/ to related parties at year-end are disclosed in notes 15 and 17. The terms and
conditiens do not specify the nature of the consideration to be provided in settflement. These amounts
are unsecured, interest free and repayable on demand.

Key Management compensation

Transactions with key management personnel are disclosed in note 9. The Coungil considers the Mayor,
Councillors & Executive Secratary to be Key Management personnel.

The following were the significant transactions carried out by the Council with related parties having
significant control;
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SAN GILJAN LOCAL COUNCIL

22. Related party transactions (cont.)

Notes to the Financial Statemenis for the vear ended 31 December 2023 {cont.)

L]
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7
2

2023 2022
Refated pariy Total Related party Total
activity activity activity activity
€ € % € € %
Transaciions with central government 1,064,176 1,246,600
Transactions with regions 13,627 13,280
1,077,803 1,213,974 89 1,259,880 1,329,770 95
Transactions with government entities 78,623 63,689
Key personnel remuneration 79,138 78,325
157,761 883,461 18 142,014 1,268,532 1

23. Ultimate controliing party

The ultimate controlling party of the Council is Central Government since the Council's main revenue is
from the Government allocation received every quarfer. Apart from the normal funds received from
Government, Councils also receive funds relating to specific projects as well as other funds far the
improvement and bettermant of the locality.

24. Financial Risk Management

The Gouncif's activities expose it to a variety of financial risks such as market risk, credit risk, liquidity
risk and interest rate risk. The Councils overall risk management programme focuses on the

unpredictability of financial markets and seeks to minimise potential adverse effects on the Council's
financial performance.

Credit risk

Financial assets which potentially subject the Couneil to concentrations of credit risk consist principally
of cash at bank and debtors. The Council's cash is placed with quality financial institutions as well as it
limits the amount of credit exposure with any one financial institution. The Council has appropriate
palicies to ensure that incomne is recsived from sources with appropriate credit history. In this respect,
credit risk with respect to debtors is monitored continuously and the Council places a provision on any
debt on which there is doubt of recoverability. Bad debts are therefore negligible and in this respect the
Couneil has no significant concentration of credit risk.

Liguidity Risik

Liquidity risk is defined as financial distress, an extraordinary measure which needs to be taken 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 to ensure that it is available within the necessary
time frame in order not to create financial distress and curtail current obligations as well as future short
term commitmenis. The Council monitors and manages its risk to a shortage of funds by maintaining
sufficient cash and by monitoring the availability of raising funds to maet commitments due. In fact at
year end, the Council has as cash and cash equivalents the amount of €780,554 (2022: €531,472). This
should ensure an ongoing working capital of the Council for the next 12 months.
¥
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SAN GILJAN LOCAL COUNCIL

Notes to the Financial Statemenis for the vear ended 31 December 2023 {cont.}

24. Financial Risk Management (cont.)
Going Concern Risk

The Council registered & profit of €329,106 {2022: €59,504) during the year ended 31 December 2023,
and as at that date, the Council had a positive working capital of €253,722 (2022 deficiency of £54,231),

Ageing of financial assets is disclosed in note 15.

All financial liabilities mature within 60 days from year end.

Summary of financial assets and liabilities by category:

2023 2022
€ €
Current Asseis
Loans and receivables:
Accounts and other receivables 170,813 268,881
Cash and Cash Equivalents 780,554 531,472
961,367 800,353
Non-Current Liabilities
Financial liabifities measured at amortised costs:
Bank borrowings 21,8637 27,836
21,537 27,936
Current Liabilities
Financial liabilities measured at amortised costs:
Payables 283,882 575,791
Bank borrowings 6,358 6,087
290,240 581,858

Foreign Currency Risk

Foreign currency transactions arise when the Gouncil buys or selfs goods whose price is denominated
in a foreign currency, or incurs or settles liabilities, denominated in a foreign currency. The Council does
not trade in any foreign currency transactions.

Interest Rate Risk

The Council operates a bank account which have financing facilities. This facility has interest rates which
did not fluctuate significantly over the past years and as a result, the Council is not exposed to cash flow
interest rate risk on bank balances. .

% Market risks
_ Market risk is the risk that the fair valte or cash flows of & financial instrument will fluctuate due to
§ changes in market prices. Market risk reflects interest rate risk, currency risk and other price risks.

Other risks

The Council's interest rate risk arises from long term borrowings. Borrowings issued at variable rates
expose the Council to cash flow interest rate risk. In general, the Council's exposure to risks associated
with the effects of fluctuations in the prevailing levels of market interest rates on its financing position
and cash flows are not deemed to be substantial by the Councillors and Executive Secretary in view of
the nature of the assets and liabilities. ¢

Prudent liquidity risk management implies maintaining sufficient cash and cash eguivalents, the

availability of funding through an adequate amount of credit facilities and the ability to close out market
positions.
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Crant Thornton Malig

Fort Business Centre,
tevel 2

Trig L-Intornjatur, Zone 1

Central Business
District

Birkirkara CBD1050
Maha

Report of the Local Government Auditor

To the Auditor General

Report on the audit of the financia! statements

Qualified Opinion

We have audited the financial statements of San Giljan Local Coungil (the “council”) set out on pages 4 to 24
which comprise the statement of financial position as at 31 December 2023, and the statement of
comprehensive income, statement of changes in equity, and statement of cash flows for the year then ended,
and notes to the finoncial statements, including a summary of significant accounting policies.

In our opinion, except for the effects of the matters described in the Basis for qualified opinion section of our
report, the accompanying financial stotements give a true and fair view of the financial position of the council
as at 31 December 2023, and of its financia performance and its cash flows for the year then ended in
accordance with Internctional Financial Reporting Standards (IFRSs) as adopted by the European Union (EU),
and have been properly prepared in accordance with the requirements of the Local Councils Act (Cap. 363)

the Financial Regulations issued in terms of this Act, the Local Councils (Financial) Procedures 1996 (the
“Legislation™).

3

Basis for qualified opinion

included in receivables are amounts due from various debtors amounting to £101,329 which were not supported
oy documentary evidence. A provision of £60,361 has been recognised against belances. Consequently, we
were unable to satisfy ourselves as to the existence and recoverability of these balances.

We conducted our audit in accordance with International Standards on Auditing (1SAs}. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financia!
Statements section of our report. We are independent of the council in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the
ethical requirements of the Accountancy Profession [Code of Ethics for Warrant Holders) Directive issued in
terms of the Accountancy Profession Act, Cop. 281 that are relevant to our audit of the financial statements in
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Malta. We have fulfilled our other ethical responsibilities in accordance with these requirements. We believe

that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
opinion.

We conducted our audit in accordance with International Standards on Auditing (1SAs]. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the council in accordance with the International Ethics
Standards Board for Accountants” Code of Ethics for Professional Accountants (IESBA Code) together with the
ethical requirements of the Accountaney Profession (Code of Ethics for Warrant Holders} Directive issued in
terms of the Accountancy Profession Act, Cap. 281 that are relevant to our audit of the financial statements in
Malta. We have fulfilled our other ethical responsibilities in accordance with these requirements. We believe

that the cudit evidence we have obtained is sufficient and appropriate to provide a basis for eur qualified
opinion.

Responsibilities of those charged with governance for the financial statements

As described on page 3, the Executive Secretary and the members of the Local Council are responsible for the
preparation of financial statements that give a true and fair view in accordance with IFRS as adopted by the
EU and are properly prepared in accordance with the provisions of the Act, and for such internal centrol as

they determine is necessary to enchle the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financicl statements, the Executive Secretary and the members of the Local Council are
responsible for assessing the council’s ability te continue as a going concern, disclosing, as applicable, matters
relating to going concern and using the going concern basis of accounting unless they either intend to
liquidate the council or to cease operations, or have no realistic alternative but to do so.

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

Auditor’s responsibilities for the qudit of the financial statements

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

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

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

Evaluate the appropricteness of accounting policies used and the reasonableness of accounting estimates

and refated disclosures made by management

Conclude on the appropriateness of management’s use of the going concern basis of aceounting and,

based on the qudit evidence obtained, whether a material uncertainty exists reluted to events or conditions

thot may cost significant doubt on the council’s ability to continue as a going concern. If we conclude that

a material uncertainty exists, we are required to draw attention in our auditor's report to the reiated

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

3 events or conditions may couse the council to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and events in a
| manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scape and

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

The engagement principal on the audit resulting in this independent auditor’s report is Mark Bugeja.

Mark Bugeja (Principal] for and on behalf of
GRANT THORNTCN

Certified Public Accouniants

Fort Business Centre
Trig L-intornjatur, Zone 1
Central Business District
Birkirkera CRD 1050
Malta

27 May 2025
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