IT-TNAX-IL LEĠIŻLATURA

P.L. 6872

Dokument imqiegħed fuq il-Mejda tal-Kamra tad-Deputati fis-Seduta Numru
373 tas-6 ta’ April 2016 mill-iSpeaker, l-Onor Anġlu Farrugia.

_______________________________

Raymond Scicluna
Skrivan tal-Kamra

NATIONAL AUDIT OFFICE
Annual Report
and
Financial Statements
31 December 2014

-

,..

NATIONAL AUDIT OFFICE
Annual Report and Financial Statements for the year ended 31 December 2014

CONTENTS

Pages
Annual Report
General Information
Report of the Auditor General of the National Audit Office

2

3-5

Statement of Responsibilities of the Auditor General

6

Statement of Profit or Loss and Other Comprehensive Income

7

Statement of Financial Position

8

Statement of Changes in Net Liabilities

9

Statement of Cash Flows
Notes to the Financial Statements

10
ll- 20

Independent Auditors' Report

1

NATIONAL AUDIT OFFICE
Annual Report and Financial Statements for the year ended 31 December 2014
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REPORT OF THE AUDITOR GENERAL OF THE NATIONAL AUDIT OFFICE
The Auditor General presents his annual report, together with the financial statements of the National Audit Office
(the "Office" or "NAO") for the year ended 31 December 2014.
Principal Activities

The National Audit Office conducts audits of all Ministries, Departments and Offices of the Government of Malta,
including the Office of the Public Service Commission, the Office of the Clerk of the House of Representatives,
of all Superior and Inferior Courts of Malta, and of such other public authorities or other bodies, including NGOs,
administering, holding or using funds belonging directly or indirectly to the Government of Malta as may be
prescribed by or under any law for the time being enforced in Malta.
Review of Results

The National Audit Office achieved a surplus of €29,002 as compared to a deficit of €162,247 sustained in the
previous financial year.
The National Audit Office published a total of fifteen reports with an average staff complement of fifty-eight
persons.
As indicated in the Statement of Profit and Loss and Other Comprehensive Income, the Office required a funding
of€2.6 million to sustain its operations. This amount was the actual subvention withdrawn in accordance with the
Estimates presented to the NAO Accounts Committee and approved unanimously by the House of Representatives
in plenary session number 105 held on the 18th of December 2013.
The notable increase in the operating costs of the National Audit Office for 2014 was the increase in salaries and
allowances that emanated from the last Collective Agreement signed on the 13th November of 2013 covering the
period 2013-2016. The financial year of2014 was the first year whereby the salaries increases resulting from the
revised Collective Agreement reflected a full year, as the salary increases in the prior year of 2013 came into
effect as from I October 2013.
A substantial portion of the salary increases has also been the result of the promotions awarded last year to a
number of staff in an effort to encourage career advancement within our Office and retain the qualified and
experienced staff we have recruited in previous years.
All other costs have remained on the same levels as attained in the past.

Year

2008
2009
2010
2011
2012
2013
2014

Amount
approved by
NAO Accounts
Committee and
authorised by
the House of
Representatives

Amount
allocated in
Budgetary
Estimates
by Ministry of
Finance

Amount
actually
withdrawn

Number of
Reports
Published

Average Staff
Complement

€
(Million)

€
(Million)

€
(Million)

No.

No.

2.1
2.1
2.4
2.4
2.4
2.5
2.6

1.864
1.864
1.95
2.2
2.185
2.25
2.28

1.5
1.864
2.4
2.2
2.185
2.265
2.6

2

51
57
55
56
59
57
58

lO

8
lO

14
12
15
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REPORT OF THE AUDITOR GENERAL OF THE NATIONAL AUDIT OFFICEcontinued

Financial and Compliance:
Annual Audit Report on the Public Accounts of 2013
Annual Report on the Financial Statements of Local Councils

Performance Audits:
Malta's level of preparedness to deal with oil pollution at sea
Housing Authority Contract management

Special Audits and Investigations:
Social Benefits Fraud
An Analysis ofWasteserv Malta Limited procurement
An analysis of the sourcing of legal services with respect to the granting of concessions to operate two casinos
An investigation into the procurement of legal services by the Privitisation Unit between 2008 and 2013
Foundation for Tomorrow Schools: Regularity Audit on procurement

Information Technology Audits:
Armed Forces of Malta
Employment and Training Corporation

Other:
An assessment of the macroeconomic forecasts on the Maltese economy prepared by the Ministry for Finance April2014
An assessment of the main fiscal forecasts prepared by the Ministry for Finance - May 2014
An assessment of the macroeconomic forecasts on the Maltese economy prepared by the Ministry for Finance September 20 14
An assessment of the main fiscal forecasts prepared by the Ministry for Finance - November 2014

Commonwealth Conference
Between the 25th and the 27th March 2014, the National Audit Office successfully hosted the tri-annual XXII
Commonwealth Auditors General Conference with the theme being 'Securing Independence of Supreme Audit
Institutions (SAis) to improve the Effectiveness of Reports and Communication of Audit Findings'.
The Conference which was attended by 87 delegates hailing from 35 countries concluded with a summary of
proceedings, which outlined current challenges, good practices and opportunities on how to further strengthen
state auditing throughout the Commonwealth. The document highlighted that, in addition to legislative
independence, state audit institutions are to strive to enhance their operational independence to enable them to
make a greater contribution towards good public governance. To this effect, the document also noted ways on
how SAis can report and communicate audit results and conclusions more effectively within the context of SAis'
national realities and legislation. It was agreed that the forthcoming Commonwealth Auditors General Conference
in 2017 will be held in India.
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REPORT OF THE AUDITOR GENERAL OF THE NATIONAL AUDIT OFFICEcontinued

Reserves
After deducting the surplus for the year from the balance of accumulated deficit as at the beginning of the year,
accumulated deficit amounting to €546,757 is being carried forward to the next financial period.
This accumulated deficit as shown in the statement of financial position is the result of a provision as required by
lAS 19, Employee Benefits to cater for the cost-sharing contribution of the Treasury pensions and gratuities
entitled to ex-government employees under the Pension Ordinance Cap 93 .

ANTHONY C. MIFSUD
Auditor General of the
National Audit Office

CARMELDEG
Deputy Auditor General of the
National Audit Office

Notre Dame Ravel in
Floriana FRN 1600
Malta

6 March 2015
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STATEMENT OF RESPONSIBILITIES OF THE AUDITOR GENERAL
Under the Auditor General and National Audit Office Act, Cap. 396 of the Laws of Malta, the accounts of the
National Audit Office must be audited by an external auditor appointed by the National Audit Office Accounts
Committee. The external auditor must present the audit report to the National Audit Office Accounts Committee
which is then submitted to the House of Representatives.
The said Act implies that the National Audit Office is required to prepare the accounts for each financial year.
The Auditor General is responsible for keeping proper accounting records which disclose with reasonable
accuracy, at any time, the financial position of the Office.
The Auditor General also takes responsibility for safeguarding the assets of the Office and taking reasonable steps
for the prevention and detection of fraud and other irregularities.
Management, is also responsible, with oversight from the Auditor General, to establish a control environment and
maintain policies and procedures to assist in achieving the objective of ensuring, as far as possible, the orderly
and efficient conduct of the Office's business.

ANTHONY C. MIFSUD
Auditor General of the
National Audit Office

Deputy Auditor General of the
National Audit Office
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
for the year ended 31 December 2014

Notes

2014
€

2013
€

CONTINUING OPERATIONS
Government subvention

6

2,600,000

2,265,000

Other income

7

3,339

8,238

Operating expenditure
Salaries and personnel expenses
Administrative and other expenses
Audit fees of local councils

8
9

(1,920,114)
(354,115)
(239,342)

(I ,775,469)

(2,513,571)

(2,355 ,857)

89,768

(82,619)

(61,765)

(80,260)

28,003

(162,879)

999

632

Surplus/(deficit) for the year

29,002

(162,247)

Total comprehensive income

29,002

(162,247)

Results from operating activities before pension costs
Provision for service pensions and gratuities
Results from operating activities
Bank interest receivable

(341 ,046)
(239,342)

The accounting policies and explanatory notes on pages 11 to 20 form an integral part of the financial statements.
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STATEMENT OF FINANCIAL POSITION
as at 31 December 2014

Notes

2014
€

20!3
€

ASSETS
Non-current assets
Property and equipment

!0

163,643

185,647

Current assets
Prepayments
Cash and cash equivalents

!3

19,000
171,697

28,886
87,025

190,697

!!5,9!!

354,340

30!,558

!1

484,216

474,988

12

365,947
50,934

352,042
50,287

416,881

402,329

Total liabilities

901,097

877,317

Net liabilities

(546,757)

(575,759)

Represented by:
Accumulated deficit

(546,757)

(575,759)

Total assets

LIABILITIES
Non-current liabilities
Provision for service pensions and gratuities
Current liabilities
Payables
Provision for service pensions and gratuities

II

The accounting policies and explanatory notes on pages 11 to 20 form an integral part of the financial statements.
The financial statements on pages 7 to 20 have been authorised for issue on 6 March 2015 by:

~~
~
7
ANTHONY C. MIFSUD
Auditor General oftlze
National Audit Office

Deputy Au
r General of the
National Audit Office
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STATEMENT OF CHANGES IN NET LIABILITIES
for the year ended 31 December 2014

Accumulated
deficit
€
Balance at I January 20 I 3

(413,512)

Total comprehensive income for the year
Deficit for the year

(162,247)

Balance at 31 December 2013

(575,759)

Balance at I January 2014

(575 ,759)

Total comprehensive income for the year
Surplus for the year
Balance at 31 December 2014

29,002

(546,757)

The accounting policies and explanatory notes on pages II to 20 form an integral part of the .financial statements.
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STATEMENT OF CASH FLOWS
for the year ended 31 December 2014

Note
Cash flows from operating activities
Surplus I (Deficit) for the year
Non-cash adjustments to reconcile deficit to net cash flows:
Depreciation
Bank interest receivable
Provision for service pensions and gratuities

Movement in prepayments
Movement in payables
Movement in provision for service pensions and gratuities
Cash generated from/( absorbed by) operating activities
Bank interest received

2014
€

2013
€

29,002

(162,247)

38,858
(999)
61,765

46,423
(632)
80,260

128,626

(36,196)

9,886
13,253
(51,890)

(18,659)
33,679
(51 ,890)

99,875

(73,066)

999

632

Net cash from/( used in) operating activities

100,874

(72,434)

Cash flows from investing activities
Purchase of property and equipment

(16,202)

(10,420)

Cash used in investing activities

(16,202)

(10,420)

84,672
87,025

(82,854)
169,879

171,697

87,025

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at I January
Cash and cash equivalents at 31 December

13

The accounting policies and explanatory notes on pages 11 to 20 form an integral part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
l.

REPORTING ENTITY
The National Audit Office (the "Office") has been set up to:
•
•
•

give more prominence to the role of the State audit function in Malta;
ensure accountability in the utilisation of public funds; and
contribute towards the better management of public funds and resources.

2.

BASIS OF PREPARATION

2.1

Statement of compliance
The financial statements have been prepared and presented in accordance with International Financial
Reporting Standards as adopted by the EU. All references in these financial statements to lAS, IFRS or
SICIIFRlC interpretations refer to those adopted by the EU.

2.2

Basis of measurement
Assets and liabilities are measured at historical cost, except for the provision for service pensions and
gratuities, which is measured according to accounting policy detailed in note 3.8.

2.3

Functional and presentation currency
These financial statements are presented in euro, which is the Office's functional currency.

2.4

Use of estimates and judgements
The preparation of financial statements in conformity with IFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimates are revised and in any future periods affected.
In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amounts recognised in the financial
statements is included in note II -Provision for service pensions and gratuities.

2.5

New standards and interpretations not yet adopted
A number of new standards, amendments to standards and interpretations are effective for annual periods
beginning after I January 2014, and have not been applied in preparing these financial statements. None
of these is expected to have a significant effect on the financial statements of the Office.
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NOTES TO THE FINANCIAL STATEMENTS- continued
3.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

3.1

Government of Malta subventions
Government subventions are taken directly to the statement of profit or loss and other comprehensive
income upon approval of the allocated amount in Budgetary Estimates by the Ministry of Finance.

3.2

Finance income
Finance income comprises interest receivable on bank balances. Interest is recognised as it accrues in profit
or loss, using the effective interest method.

3.3

Financial instruments
Non- derivative financial assets- recognition and derecognition
The Office initially recognises non-derivative financial assets on the date that they are originated.
The Office derecognises a financial asset when the contractual rights to the cash flows from the asset expire,
or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Office is recognised as a separate asset or
liability.
Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Office has a legal right to offset the amounts and intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously.
The Office classifies its non-derivative financial assets in the loans and receivables category which
comprise cash and cash equivalents and other receivables.

Non-derivative financial liabilities- recognition and de recognition
Financial liabilities are recognised initially on the trade date, which is the date that the Office becomes a
party to the contractual provisions of the instrument.
The Office derecognises a financial liability when its contractual obligations are discharged, cancelled or
expire.
The Office classifies its financial liabilities in the other financial liabilities category which comprise
payables.

12
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NOTES TO THE FINANCIAL STATEMENTS - continued
3.

SIGNIFICANT ACCOUNTING POLICIES- continued

3.3

Financial instruments - continued
Non-derivative finan cial assets - measurement
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are recognised initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition, other receivables are measured at amortised cost using the effective
interest method.

Non-derivative financial liabilities- measurement
Non-derivative financial liabilities classified in the other financial liabilities category are recognsied
initially at fair value less any directly attributable transaction costs. Subsequent to initial recognition, these
financial liabilities are measured at amortised cost using the effective interest method.

3.4

Cash and cash equivalents
Cash and cash equivalents are defined as cash in hand, demand deposits and short-term, highly liquid
investments readily convertible to known amounts of cash and subject to insignificant risk of changes in
value.
For the purposes of the statement of cash flows, cash and cash equivalents consist of cash in hand and
deposits at banks.

3.5

Property and equipment
Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and any accumulated
impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the asset. Purchased software
that is integral to the functionality of the related equipment is capitalised as part of that equipment.
When parts of an item of property and equipment have different useful lives, they are accounted for as
separate items (major components) of property and equipment.
Gains and losses on disposal of an item of property and equipment are determined by comparing the
proceeds from disposal with the carrying amount of property and equipment and are recognised net within
"other income" or "other expenses" in profit or loss.

Subsequent costs
The cost of replacing part of an item of property and equipment is recognised in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to the entity and
its cost can be measured reliably. The carrying amount of the replaced part is derecognised. The costs of
the day-to-day servicing of property and equipment are recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS- continued
3.

SIGNIFICANT ACCOUNTING POLICIES · continued

3.5

Property and equipment - continued
Depreciation
Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of property and equipment.
The estimated useful lives for the current and comparative years are as follows:
•
•
•
•
•

Building improvements
Equipment
Computer equipment and software
Motor vehicles
Fixtures and fittings

10 years
5 years
3 years
5 years
10 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

3.6

Impairment
Non-derivative financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence
that it is impaired. A financial asset is impaired if there is objective evidence of impairment as a result of
one or more events that occurred after the initial recognition of the asset, and that loss event(s) had an
impact on the estimated future cash flows of that asset that can be estimated reliably.
An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount, and the present value of the estimated future cash flows discounted at the
original effective interest rate. All impairment losses are recognised in profit or loss. When an event
occurring after the impairment was recognised causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.
Non-financial assets
The carrying amounts of the Office's non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, then the asset's recoverable
amount is estimated.
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. For the purpose of impairment testing, assets are grouped together
into the smallest group of assets that generates cash inflows from continuing use that are largely
independent of the cash inflows of other assets or groups of assets (the "cash-generating unit").
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its
estimated recoverable amount. Impairment losses are recognised in profit or loss.
An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation, if no impairment loss had been
recognised .
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NOTES TO THE FINANCIAL STATEMENTS- continued
3.

SIGNIFICANT ACCOUNTING POLICIES ·continued

3. 7

Employee benefits
The Office contributes towards the State pension defined contribution plan in accordance with local
legislation and to which it has no commitment beyond the payment of fixed contributions. Obligations for
contributions are recognsied as employee benefits expense in profit or loss in the periods during which
services are rendered by employees.

3.8

Provisions
A provision is recognised if, as a result of a past event, the Office has a present legal or constructive
obligation that can be estim~ted reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and the risks specific
to the liability.
The provision for service pensions and gratuities is calculated at the present value of the post-employment
benefit obligations towards the present and retired employees of the Office. The present value is arrived at
by using a risk free rate of the local Government bond which will mature on a date equivalent to the average
number of years during which the Office is expected to affect pensions and gratuities payments.

4.

DETERMINATION OF FAIR VALUES
A number of the Office's accounting policies and disclosures require the determination of fair value, for
financial assets and liabilities. For receivables and payables with a remaining useful life of less than one
year, the carrying amount is deemed to reflect their fair value. Fair value is determined for disclosure
purposes based on the following methods.
Receivables

The fair value of receivables is estimated at the present value of future cash flows, discounted at the market
rate of interest at the measurement date.
Payables

Fair value is calculated based on the present value of future principal and interest cash flows, discounted at
the market rate of interest at the measurement date.

5.

FINANCIAL RISK MANAGEMENT
This note presents information about the Office's exposure to financial risks (credit risk, liquidity risk and
market risk) arising from financial instruments, and the management of these risks. The Office does not
have components of equity.
The Auditor General has responsibility for the establishment and oversight of the Office's risk management
framework.
No transactions in derivative financial instruments are entered into by the Office.
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NOTES TO THE FINANCIAL STATEMENTS- continued
5.

FINANCIAL RISK MANAGEMENT - continued
Credit risk
Credit risk is the risk of financial loss to the Office if a counterparty to a financial instrument fails to meet
its contractual obligations.
Financial assets which potentially subject the Office to concentration of credit risk consist principally of
cash at bank. The Office' s cash at bank is placed with quality financial institutions.

Liquidity risk
Liquidity risk is the risk that the entity will not be able to meet its financial obligations as they fall due and
is principally represented by current liabilities that are payable on demand.
The Office's mission is to help promote accountability, propriety and best practice in Government
operations. The liquidity risk is mitigated by the fact that the Office is financially supported by the
Government of Malta.

Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will
affect the Office's income or the value of its holdings of financial instruments. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return.
The Office is not subject to currency risk since all its montetary financial assets and liabilities are
denominated in the Office's functional currency. The Office is exposed to interest rate risk on its bank
balances. In view of the low market interest rates, a change in current market interest rates as at the
reporting date would not have a material effect on profit or loss.

6.

GOVERNMENT SUBVENTION
2014
€

7.

2013
€

Authorised by the House of Representatives
Amounts not withdrawn

2,600,000

2,500,000
(235,000)

Amounts actually withdrawn

2,600,000

2,265,000

Amount allocated by the Ministry for Finance in Estimates
Revisions by the Ministry for Finance during the year

2,280,000
320,000

2,250,000
15,000

2,600,000

2,265,00

2014
€

2013
€

3,000
339

3,000
820
4,418

3,339

8,238

OTHER INCOME

Audit fee of NGO
Social Security refund
Sponsorship refund from employees
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NOTES TO THE FINANCIAL STATEMENTS - continued
8.

SALARIES AND PERSONNEL EXPENSES

Salaries
Social security contributions

2014
€

2013
€

1,816,135
105,926

1,679,530
104,251

1,922,061

1,783,781

(1,947)

(8,312)

1,920,114

1,775,469

Salaries reimbursed by other Government departments

The average number of persons employed by the Office during the year was as follows:
2014
No.

2013
No .

4
40
10
4

4
39
10
4

58

57

53

53

2014
€

2013
€

Auditors' remuneration
Professional fees
Depreciation of property and equipment
Net cost of hosting ' Commonwealth Conference
Other administrativ'e expenses

4,366
65,045
38,858
9,481
236,365

4 ,366
44,797
46,423
245,460

Total administrative and other expenses

354,115

341 ,046

Senior management
Operating
Administration and IT
Messenger staff

Equivalent number of full time employees

During the year a total of 9 persons (20 13: 9) worked on a reduced hour basis.

9.

EXPENSES BY NATURE
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NOTES TO THE FINANCIAL STATEMENTS- continued
10.

PROPERTY AND EQUIPMENT

Equipment

Computer
equipment
and software

Motor
vehicles

Furniture
and fittings

Total

€

€

€

€

€

€

At 1 January 2013
Additions
Write-offs

302,639
2,591

131 ,359
3,587

286,815

100,913

192,648
4,242

1,014,374
10,420
(64,422)

At 31 December 2013
Additions
Write-offs

305,230
3,831

222,393
5,765
(9, 185)

100,913

196,890
795

960,372
16,854
( 15 ,938)

At 31 December 2014

309,061

141,409

218,973

94,160

197,685

961,288

At I January 2013
Depreciation charge for the year
Released upon write-off

142,228
21 ,282

115,589
6,683

277,763
6,049
(64,422)

84,921
8,480

172,223
3,929

792,724
46,423
(64,422)

At 3 I December 2013
Depreciation charge for the year
Released upon write-off

163,510
20,289

122,272
6,372

219,390
4,925
(9, 185)

93,401
3,756
(6,753 )

176, 152
3,516

774,725
38,858
(15,938)

At 31 December 2014

183,799

128,644

215,130

90,404

179,668

797,645

At 31 December 2014

125,262

12,765

3,843

3,756

18,017

163,643

At 31 December 2013

141 ,720

12,674

3,003

7,512

20,738

185,647

Building
improvements

Cost

(64,422)
134,946
6,463

(6,753)

Depreciation and impairment

Carrying amount

11.

PROVISION FOR SERVICE PENSIONS AND GRATUITIES
The provision for service pension and gratuities is made up as follows :

Non-current
Current

2014
€

2013

484,216
50,934

474,988
50,287

535,150

525,275

€
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NOTES TO THE FINANCIAL STATEMENTS- continued
13.

PROVISION FOR SERVICE PENSIONS AND GRATUITIES - continued
Of the non-current portion of the provision, an amount of €278, 114 (20 13: €314,214) refers to payments
to be made after more than 5 years from the reporting date. The movement in this provision for the current
and comparative year is as follows:

2014

2013

EUR

EUR

Service pensions and gratuities as at I January
Provisions made during the year
Provisions used during the year

525,275
61,765
(51,890)

496,905
80,260
(51,890)

Service pensions and gratuities as at 31 December

535,150

525 ,275

The Office provides for the obligation in terms of Article 8A of the Pensions Ordinance, Cap 93 of the
Laws of Malta, whereby those ex-government employees who joined the Civil Service prior to 1979 and
opted to become full-time employees of the Office when it was set up as an independent government entity,
are entitled to receive the same pension and gratuity rights as provided for by the Ordinance.
In accordance with the Pensions Ordinance, the contribution sharing of the pensions and gratuities with the
Treasury Department is based on the difference between the pensions and gratuities as worked out on the
employee's salary upon retirement from the Office and the pensions and gratuities as worked out on their
salaries at the time they terminated government service to join the Office.
The provision for service pensions and gratuities as at 31 December 2014 is arrived at by discounting the
post-employment benefit obligations of the Office using an average risk free rate of 10-year maturity
Government bonds which stood at 1.88%. The post employment benefit obligations are computed after
taking into consideration the following assumptions:

12.

•

salary of an employee currently employed with the Office is based on the Collective Agreement of
the National Audit Office (20 13-20 16). A salary increase of 2.6% per annum is assumed as from
2015 onwards until reaching his retirement age.

•

average life of males and females is 78 years and 82 years respectively over the last five years as per
the National Statistic Office Demographic Review.

PAY ABLES

Operational and capital payables
Taxes and social securities
Accrued expenses

2014
€

2013
€

5,937
360,010

12,149
45,052
294,841

365,947

352,042
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NOTES TO THE FINANCIAL STATEMENTS- continued
13.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of cash in hand and balances with banks. Cash and cash equivalents
included in the statement of cash flows reconcile to the statement of financial position amounts as follows:

Cash at bank
Cash in hand

2014
€

2013
€

171,374
323

86,915

171,697

87,025

110
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Independent Auditors' Report
To the Members of National Audit Office Accounts Committee

Report on the Financial Statements
We have audited the financial statements of National Audit Office (the "Office") as set out on
pages 7 to 20, which comprise the statement of financial position as at 31 December 2014 and the
statements of profit or loss and other comprehensive income, changes in net liabilities and cash
flows for the year then ended, and notes, comprising a summary of significant accounting policies
and other explanatory information.
Auditor General's Responsibility for the Financial Statements
As explained more fully the Statement of Responsibilities of the Auditor General set out on page
6, the Auditor General is responsible for the preparation of financial statements that give a true and
fair view in accordance with International Financial Reporting Standards as adopted by the EU . He
is also responsible for such internal control as he determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.
Auditors' Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. This
report, including the opinion, has been prepared for and only for the members of the National Audit
Office Accounts Committee and may not be appropriate for any other purpose .
We conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgement,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the Office's preparation of financial statements that give a true and fair view 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 Office's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements .
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion .
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Independent Auditors' Report (continued)
To the Members of the National Audit Office Accounts Committee

Opinion on Financial Statements

In our opinion, the financial statements :
• give a true and fa ir view of the financial position of the National Audit Office as at 31 December
2014 and of its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by the EU .

Darren Govus (Director) for and on beha lf of

6 March 2015

KPMG
Registered Auditors
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Statement I

SALARIES

Salaries
Bonuses
Social security contributions
Allowances
Overtime

Salaries reimbursed by other Government departments

2014
€

2013
€

1,312,117
172,879
105,926
320,833
10,306

1,239,384
167,578
104,251
264,988
7,580

1,922,061

1,783,781

(1,947)
1,920,114

(8,312)
1,775,469

Statement II

NATIONAL AUDIT OFFICE
Supplementary Statements for the year ended 31 December 2014

ADMINISTRATIVE AND OTHER EXPENSES

Utilities
Materials and supplies
Repairs and upkeep
Rent
International membership
Offices
Transport
Travel
Information services
Contractual services
Professional fees
Training
Hospitality
Incidental expenses
Depreciation
Net cost of hosting - Commonwealth Conference

2014
€

2013
€

35,145
2,778
19,977
13,308
1,021
34,445
25,169
23,673
19,082
36,518
69,411
18,956
6,086
207
38,858
9,481

34,937
1,954
21,988
13,308
1,014
41,748
22,737
45,788
6,886
34,498
49,163
15,050
5,358
194
46,423

354,115

341,046

