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The Mayor and Executive Secraiary
Dingli Locnl Couneil
Dinglt

Lrear Sir'Madam,

CETTRTE TR BN amed TP A ST 4G e e e r g g e
KUTETY BEPORY and FINAMTIAL BT AT ERIRNLS

YEAR ENUANG 3§ GECERBET 2044

In terme of Scetion P2.06 (¢.02) o the Local Conneils {/uait) Procedures 2006, [ am forwarding
a copy or the ~udit Repon and Financial Stztaments, together v ith the Managcmeni Leitor for
the financial 3 e endiug 31 Doceimber 2014,

Aiter secking the Council's approval, vou are kindl. cequested 1o submit your response to the
Director {Local Governimnt), the Local Government Auditor, and to this Office as stipulated in
Section PZ.06 (d) i the same Procedurzs, by not later ihsn six wesks foll wing racaipt of this
leiter,

Yonrs faithfo]ty,
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The Mayor

Dingli Local Council
Centru tal-Komunita’,
Dahia tas-Sienja,
Dingli

16™ April 2015,

Re: Financial statements for the vear ended 31 Deceniber 2014

As you arc aware, our firm has been appointed by the National Audit Oirice o carry out i
annual audit of the financial statements of your Council. During the course of our audit for
the year ended 31 December 2014 we have revieveed on a test basis the accounting systern
and procedures operated by your Council. We have alsn reviewed the operations of the
Council and how they conform to the Local Councils Act, 1993, the Financial Regulations
issued in terms of this Act, and the supplementary Financial Procedures. You appieciate that
our examination cannot be expected to disclose every wcakness and thercfore the atters
dealt with in this report are not necessarily the only shortcoming which cxists. This report i
intended as a guideline for the Council to fine tune its svstems for beiter compliance, inter -

control and governance.
This sepoit has been disuibutad *o vouw Cotieil the Mations] #udit Odlies and Dororincees
f Local Councils, The eontents of thic report may nai e quoted in part o o full o wsed 3

ahyway other thati the sbove-menticiied scone, wikiout dur writion consent.
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1.1 ZLecaiEnjerczinciit Sysien
Since the Councii does not have direct cottrol on thl mziter wed o dopend s o ] pane
reports, the Council could rot address the problem in [ul vag thoreinee we droe o

attention to paragraph 2.1 of ouwr manag=inent Jotter.

1.2 System of Courcil Income Reczipting

i
=
B

The Council has not address the maiter during the year under eview and we erciore

your aftention to paragraph 2.2 of our managernent letter.

1.3 LES Post Regioral 10% Commission
The Council has not address the matter dvring the vear nuder review nd ve (herefor Graw

your altention to paragraph 2.3 of our managzzment lotier,

1.4 Cther Supplementnry Govermmeni faogni2

The Council has addressed the ruatiey during the yeor uadar i ovin

1.5 Governme:t Aliccaiion

The Council has addreszed the matter durving the vear mader i Sov

1.6 Incocme Recognition
The Council has not address the matter duving the yoar wder vordesy ant vwo Groaies dras

your attcntion to paragraph 7.4 of ovn manaermernd Tty
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1.8 fcher Pavroll Shovtouimings
The L'ouncil hos ot addressed ille nuabter during the Loy wnder roview skl e dieps

aitention w parageapi 2.2 of our rwonagament fever

1.9 Jouncillors’ Allowonce
The Council has niot addressed the meser during e voie andee rovievs gl we ¢ vou

atteniion to paragraph 3.3 of owr marag menti ledor.

1.10 Perforimance Boinus

The Council has addressed the matter during th: voar under vevicw,

1.11 Purchase request ona order forrias
The Council has not address the matter during the vear uncei rnvicw and we therefore drawe

your attention to paragraph 4.1 of our raanagcment letier.

1.12 Inappropricte Expendiivre Doorsieniaiion
The Council has noi address the matrer during the von el ravie o 2ul e thaidore Jim

your attention 1o paragraph 4.2 of our inanszemert letter

1,123 Payment Veuchers and Sclieduic of Fayninnis
The Council has not addrcssed the matier during 12 yoear under reviow 2ad v thevefus deaw

your attention to paragraph 4.3 of our management (otice,

1.i4 Tendering Prucedures
The Council has not aadressed the matice during the wenr waedor oo sod e torelor: diney

vour attention to paragraph 4.1 of o' manazomsnt et

O 7 i
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The Couneil has not address he manes Jusiag wie vear vnder reviow ard v heren g

your attentinn to paragraph 4.6 of our manarement euer

1.i8 Expenditure jor fum Had-Gizol!
The Council has not address the maiter Jducing the yveor under - vier end e dneraiore drav

your altention to paragrapn 4.7 ol vur management lestor.

1.19 The upkeep of the Fixed Assat Registei (FAR}

The Council has not addressed the inatter during the year under reviesy and vee therefore dian

your attention to paragraph 5.1 of our manageinent letier.

1.20 Depreciation
The Council has not addressed the matter during the vear under icviewe ond w2 theocione diraw

your attention to paragraph 5.2 of our management letter,

1.21 Assels noiyet capitaiised
The Council has not addressed the matter during the venr vader teviews wnd ve esion drass

your attention to paragraph 5.3 oi our management leior.

1.22 insurance Policy
The Council has not addressed the mattar during the yecr mides revic v and we therefore deaw

your attention to paragraph 5.4 of our masiagement leuer,

1.23 Capiicl Commitmenis
The Council has not addressed the maiter during the yess avdor oviow cird vin thaeaioe drow

your attention to paiagraph 3.0 of nur roans Cuaent feies

1.24 Avcfiftect’s cevlificaic on woarks N
The Council nas addresssd ihe rogiicr duriig WINPT Ty
.25 Stock of Bockst Mops

Vhe Council hros addressed thae matlor diriug (e youe im
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i Coundl kag sddrasred the matier dorlng e vetr undee Lo ion

1.27 Accrueid ipcenie
The Council has not addressed the watter auring e year under soviow and v tieselon: o,

your attention to paragranh 5.2 of sur mens zemen: ettor,
1.28 Casli Deyposits
The Council has not addressed the matter during the vear under revie s and v therefore deavy

your altention to paragraph 7.1 of our management leuei.

1.29 Petty Cash

The Council has addressed the matier during the yeur under sevicw,

1.32 Cash in Band

The Council has addressed the nuatier durine the year undor reviawe,

.31 Supplicr Sicicmeints
The Council has not addressed the matier during the vesr uader raview and 7o the, 2% e drav

your attention to paragraph 8.1 of our managemecat letter.

The Council has not addressed the matter during the year upder vovieer aud wo tharefors G aw

your attention {0 paragraph 2.2 ¢f our manazeraca leitor.

1.33 Accreveid Expentiivre
The Ceunetl has not andressed Giz ety Soring the Ui e dnd soe hensfire denw

your attention to paragraph 2.3 of our mansgoment lotia,

e F i F HE "~ Twam
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Vhe Ceeneil Bas aot addressedidie somterodairimize the i -
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Tie Council hasnot addressed the mawer during the vear uisdey peview gind s tieeetnng draw

your attention to paragrari &.5 of our management ei.er.

1.36 Disclosures regutired fii resperl of Finonciu! Procediores

The C 21l he ully addressed the nuatier during the vons envler eeview and we theraives
The Council has not fully addressed the matier during the 1 1 hars!

draw your attention to paragreph 9.1 of our managerncit Jeiter.

1.37 Disclosures required in respect of
The Council has not fully addressed the matter during the sear undai roview and we thereit re

draw your attention to paragraph 9.2 of our management leticr.

1.38 Financial Sictements Presentation
The Council has not tully addressed the matter during the yzar undar review and we therefor:

draw your attention to paragraph 9.3 of our managemeni lotter.

1.3% Councii Minuies Approval
The Council has not fully addressed the maiter duviing the weor vadz rovices and ve theroiui

draw your attention to paragraph 10.5 of our managameni ietier.

1.40 Council Minutes and Scihiedule of fayrnaiis
The Council has not fully addressed the matter during the y<ar und:r ieview and vee thorciors

draw your attention to paragraph 10.6 of ¢ur managemant letter.

1.41 Zouncil reports
The Council has not addressed the matier during the v uad mieview snd v e slore diey

sour attentinon to paragraph 10,0 oFour manas et e,

i 4

A

Fdpsepwfrasefar flesvamsifo
\(‘Er'u-i‘ LU Ty Rty tae

' o

;\J

The Counect! his ot adideessol e dudledr dueiped U vear sl derrsics: il RTL ey

- ags elmE Ty ST N I e - FEIE g
VOLTRNTCTIIG 1 G DITDErAme L i CHUT NULdges wr.



. . : . e
, Ty i AR b ok ke et (Ries T S T -
g ¢ DORANLE RiOL I GGrOeinen G WO ACCHiniing 5ofiware e

The Council has net addreszad the munter during ihe vear under review and we therefore dras

s

youli sileniion o paragrapn (0.0 of cw managemant foiter.

B AL ey Tk Bomen pen by
s Tl GRENNY DCIGHUES

The Counedl has aadresszd the imntier durirg the vear unaer revicw.

i.45 Twinnirg Projcct
The Council has not addressed the matter duting the veer under revic v and v therefore dpas

your attention to paragranh 10.6 ol our manag2ient Jetter,

1.46 Council’s ccecottittaiit

I'hz Council has addresscd the mauer dunng e year under reviey,

-

147 Liquidity of the Council

P

g vear under review and we therafoss

he Conneil has uot fuily addicssed tae raaney darive the oo vnle

dravs vour atisntion to parngiaph 1.1 of nue manngemn=n! leler




Z. INCOME

2.1 Local Enforcenient S5vsient

Observations

By the date of conclusion oi our avdit wwork b Craunal noa i not recaivaa dhe cadited
annual report of the North Joint Cominiies for the yoar ended 31si December 26040 0t 15
important to highlight that the Joini Commities function ended i Auguct 2011 e (iom

September 2011 the Local Enforcement Syatem vas delegated ‘o Reetonul Coramitees,

During the year under review, the Council did net veceive any income i relaiion to income

arising from pre-Region LES contraventions.

Issue arising

We understand that the LC has no control over the administration of the Joint Commiilce.
However, in view of the absence of an audited annual renoit teom the Norih Joint Commitiez
for the period ended 31st December 2014, ihe andit team could no. icly on thiid pary
financial information normally provided v the Joint Cowuaitter ‘o ebain ieasonable
assurance on the completeness of amowus bsing vecorded 1a fhe finuncial steceiments as
income and expenditure recorded by the Locul Council Enfucanzad Sysiir v colation e

contraventions issued pre-Regional Commnuittcs.

Recommendations

The Council is advised to pressure the North Joint Commitee so thot the latter would
produce the outstanding reports, and the Covnci! could then he in a positien (o factor an
accounting provisions as the casc may be in i's itnanetal stetments. We have gualitied our

audit report in this regard.

roog T

. . ol JRIOR | I P p—— — ;
2.2  Rysterr of Onupcil innomie Hocelpti { 0
Thservetions
P g e R Ly —r i e———— . N
The Councit vses o svsiom ol offidip! recminte 'OF jaons 1 3 v, Mo
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syetern 19 bt pascd, We vapdd e llnscine s i L T FINETRY
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,



The Courci! doe. rot aiweys st L inaizg whet B iResr: Hecon s reralva;

Aithough ior the mzjosit, {ihe peomaaaneiverd, rruses oriicind reneipis wore fssusd.
fhere were soimne cases whare the Councdl has net ssyed resdipta particiiacs when
the soursc is frome o Govenrm 2nt 2uin or depariinond,

Issves Arising

The current model adopted by the Coundil can function properly DUt i needs & substantial

amount of human raanual intervention. Whiie it could result in 2irors. suck sysienii may ue

Lime consuming.

From an invoicing point of view, best praciice suggests thet the Council is expected 1o 1ssue
proper serial numbcred invoices to third parties to collect its various sources of income.
These invuices vould also be recorded in the debtors’ ledger and the nominal ledger in Sage
Pastel accounting software and thus a deblors’ systern vould be maintairicd. This system

ensures that all income is properly accounted for when it arises as wetl s i preducss #

standard system of debtor accounting.

Recommenduaiions

We take the opporturity to advics the Coueil te oonslder imslomenting a conlalized
electronic receipting system. Sucih system vwould focilitate 2ash reconciliations, filieding of
data and recording of income in the general ledger vid mnch reduced humen intervention.
At the same time, it encurcs that ail receinis arv in numerical sequence, tuus ceneiatity, @

proper audit trail system.

2.3 LES Posi Regional 109 (oinission
Dbservetions

The Council recorded ©1,018.63 us incope Do the LIS Aol invia! Cammiiiieoy senvesenl

A C L e et 8 TS sags Gii e WA (VRN LAY ST AL St VI PR I TN [ AR
10%0 covyriss Hi o i BaL 1\)1 DOLEY hoes pai o bu 1 LIS b LRI i Vhis dooe it
] - AR L, » : i
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Kecominesidations

The Council 15 advised to prepave ¢ recoacilisiion of the 1% 1 ks Commission. The amournt
recognised in the Finencial Statzments should sarze with the el of the ovoices laruzd and

Y

also with the appropriate report is2u2d o the 1.0

cvsten,

2.4 Income Hecogunitisn

Chservations

During our audit testing we noted that “A-cowt 0023 —Cultural activities” cludas 1nerag
which would have becn more appropriately classified under “Account 0025 - Community

Activities”, These include the following:

« Income received from organising an outing to the Paniorning event of £426.00 (event

held in 2013) and €492.00 (event held in 2014);
» Income from organising a Cinema Activity of €93:
+ Income from attending and participating in the Piesident's Fun Run of €676.00:

In addition, soine shoitcomings have bown notead In esspoot 19 ravenis recognifion during ws

year under review:

Other supplementary incoms i terms of blemo <46/2017 - Skema dwar Inijenivi
sportivi of € 2,350 has noi been racorded iiiihe stateracat of comprenensive incowis;
¢ Other supplementary income in terms i Meino 25/2013 - Wirja Agraije of € 201,71

has not been recorded i the statument oi comprcheisive income

+ Other supplementary income in terms of Memo 372014 - Streeming tal-1 «ohat
Online of € 2.287.25 has not beer recovded 1 the stateinert of compr-hensiv:

income: and

«  Other supplomeriag inccaie &0 oo 28 v W20 s Fianedne o | iBeariey
Schemes of €218 has fal been recorlled by ithe daidieni S eamprehdne ive incme
Isseis Ariniing
In pursuant o TAS {8 - Hewen pridisnn, should M scengnis
arobalde that any Byl seonami 1

retdie el Th? amound WL it il fith AW L



recognised when Ui generated gnd neerics to the Councit satihar than whon it is reveived,

‘This is also in line with the fundameital concepts ofaceruaiz and maching el wecouniing,

Kecommendations
The Council is advised W rollavw e provizions of TAS 18— Pevenue Eosogaition and cners
that all income is properly recordad in dwe wear in which 1 is generatad a5 weli as that ol

income is propeily accovnted in the romir=l lalzor wod this in the Dnanci | stetemenis,

In addition, it is recommended thac the Councit et v & stendard procoditre in rospact «o the

1ssue of invoices to ensure that it collecs the amounts dns to 1t in time,

2.5 Income from Bye-Laws

Observations

The Council collects fees from rent ol premises of €93 par annum, fees frem veading
machine of €75, rental fees frora telecommunication ecricls ameunting to €2.246.53 and iees

from fitness courses amounting o €800,

Issues Arising
Art 61 of the Local Councils Aci (Can 263) sites (hot ruch edditional incoree raised sbosld
be covered by a byc-lav.. The Couneil couos vot o o bre-lav 1y place to e puleic incor

derived from hire factlitics.

KRecormmendation

The Council is advised to sct-up Bre-loves entitled “Rental of Councii Premises and
“Organisation of Courses” in {ine with fe reqguirciient of having bya-laws set-up w cover
any income arising from non-governmental soureas:, 't should also ensare that all income

arising from bye-laws should be properiy Ciselozzd in the prone nete witiin the financial

staiements.

CE
1y e e —— Y R P . T anciml B PR -
Wihen we analyveed i B Lt ] wanls the ki Ccyitis [hendrine
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Cmoluments (F5S Raind as per FS3s are net nagrecient v the amonais 0 per B

variance of €122 resulted,

Issues Arising

According to the Final Settlement Sveixn Eouieso the FA7 1imn cheuid sivass o0 o
agreciment with the totals of the monthl FE5 ivrms.

Recommendations

The Council i1s advised to st up proper rocenciliaticr. ol the FUE lorins and any crrors
identified during this reconciliation process should be immediately rectified throngh an

adjustment of the respective statutory [SS forrs.

3.2 Final Settlement System (FSS) pcymenis

Observations

In the process of verification of the stattory requirements by virtue of Legal Motice 88 of
1998, which provide for the Final Settlement Sysiem (FGS) Regulations. it was nided that the
required payments of FSS (income tax} and SSC (social seevrity contribuiions) Jeduciinis

are not always being remiited to the Ialiud Peverne Deporimeat by the diac dnis,

The audit team found out that as at year ead thiz I35 panente of Septembei, Goober and

November were still pending. These were paid as {ollowvs,

FSS Social Security & Taxation September 2014 £ 1.027.15 | faidon 27 Jaimary 70135

I

FSS Social Security & Taxation October 2014 €772.01 | Paid or. 27 January 2015

FSS Social Security & Taxsation Movomber 2014 €£37.63 | Paid on 3 February 20158
I'SS Social Security & Tarauon Deccimoor 2014, FEVS35.81 1 Pad op 5 February 2043

Isspes arising

The remittances pavabile of FES and 550 dediciions timagh e 55 form, Sl due b
end of ons month Tellowing ke monih aping pald T il he ehlighled il e vi
Legal MNatice 22 of 1998, Thi Infand revenwe Deparimiont tiay frome Hine o dime el

‘ AL : 1

pelialtics for late {ilng @t 8.75% Sltenest flermdn brpe armajings Jis



Peccinprradotings

The counci! is edvised t ensuze it Sl o dvs v oreltdon o Fhs 0 SRO o e mni

accordingly and within the timctram 2 oo sipuiated by e

2.3 Cther Pavrofi Shioricamings

Observatiois

During our audit fieldwori 1t s notad tiat the < ouvncil did aot prepare and s & contrast
of employment with Ms. Katia Fenech whe vear cmploved on a [ull time besis as @ elerk with
the Council on 14th Auzust 2013,

Issues Arising

The Council should prepare and sign a contract of employmen: wiih all smployees employed
with the Council.

Recommendations

We advise the conncil to regularise its nosiiior with respact to the above tindings,

3.4 Personal Tax Deduciisny
Cbhservitions
Throughout the audii fieldviork on the payrol’, the 2udit tesm scied that 2% on the allowance

of the Mayor and ot the other councillois was dedacted au 2 roic of 20%.

Issues Aiising
In accordance with Memo 262010, the allovwancus naid to thc Mavotr cud 1o ihe councillors
are taxable at the norinal rates. T these allowanees ar: not daducied 7t the normal mstes thesc
will result in an under oi over payment as ai youe end, which balanc2 Al nece o be pavable
to the lalaud Revenue PDepartnent. The ceone of the TSS o dtem s e income tay iz
deducted correcily hy und of the calendar yem
Hecoinnuaidalions

The Couneil e advinag woeemldin A0 Dy N R
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et 3

""—-,.
Lo i

TR o
ALELY

AR ERT

3.5 ¢

Ubservaiions

During our cudit ileldwark. v noted that whon o Councilfor was warted as cxouied rom o
council meeting. a writlan excuse leticr wvas pet received prior o the Counct! meating.

Furthermore, no written correspondencs wwas micvided by the Counnitl shoviiae the requests

to be excused ware receivel piior 1o Councii mecingzs. vioreover. no pro rate cdeductions

were effected on the Councillors™ salaries tn this regara.

Issues Arising
Please note Memo 89/2009 in which it is stated that the alloviencs will net be deducted only
if the Councillor gives a valid reason for his/her absence and the reason needs 1o be given in

writing by the Councillor to the Execniive Secretary.

Recommendations
The Council is advised that witen a conncillor requesis io he excused frem s Council maating,

a valid reason should be obiained in vwriting. Fuitherrwore. if fer any reason. 1 Councillor fails

to send a written request, he or shic shal! he corsideisd ebeent witd 2 om rata of tie allowoace
should be deducted.
4., EXPENDITURE

.lfr £l “'v v
der [oiy

4.1 5
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Purchase reqguest ¢ind 02

Observations

The audit team noticed that there vwere insinnees whercbr G

and purchicse

order forms were not prepeed by the couneil, sucl as the Teflowdne
Details i Feli [t b
h i

Chricimas Deeneation DR ' '
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! anniyeisary celesration



Cleaning aren in flom ¢f Dingh 116 a2 206 -+ CUhagil Svaiows 0 S/

B . . . m == . : i ]
Shoplc et insialladon of {esia 1 170372004 0 48202 ¢ 2 Grima de Sens Lt w02

b

covers. road signg

festr Muvhole C 0320000 35872 1 B Uaima A Sons Lid 03
H ¢ 0

Furthertaore, the auait ieam note-1 that the Dollov ing nurchase orders prepared by the Tonneil

did cot inciude the amount:

T —

"

Getails Irate of | Asnount Suppiisr | Cheque

invoice in € nuinRes

— |
Supply and delivery of bins } 17/06/2014 532.08 Andrew Vassallo 826
| General Trading

I Liinited

Supply of signs an bin» 14/0172014 | 202.48 Marin kallia 592

. : I ' : : . | J i A = H SR | P
Soyvies cleainy of -Ghajn tal-FHaeszhin 1 200 450 Dinzli Seovte 1,055

and aintening of Ma. Loienica Chapel Group |

Bargein Sheps 23/127014 352 Paul Alela | 1,627

Finally, during the course of vur audit, we nowed thai in cortrin instances vhen nurchase
o:durs wers 1ssoed by the Council. thoy zither lacked the daia or they veers doted aller ihe

mvoice.
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he Courcll is advised 16 wileey ditigently i iprocuremient procedures in lin: with the
respective local Covneils Precedurss (1990) and Memos e the 232 may be. The Council is
als0 advised 1w consider the electronic iImplomentaidon of an approdniate sysimn of puicnase

requizal aild Plrchese Hrdar foims.

k]

Xj3€11id
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4.2 inoppiropricte ! iture Decisiesitaiin

Observations

Throughout the audi. feldwork on the expenditure, the audil team identifizd instance
whereby the expenditiie was not zupported by a VAT fiscal reesipt in terms ol tha VAT Act

1998 as per below:

Details Amount Sunpliz+ Cheque
in € number

Pantomina 4726 Rronk Productions Lid 932

Velhicles iepzirs 1>3.69 Charles Caruain 931

Accountancy scrvices i‘ 1.550 Francesca hMivzi | 570 & 571

Packed lunched for ¢ny conue anniversary B Pinto Cateiors Lgs
celebration

Streets lights 736 Mica Med Ltd 552

Waste Collection 605553 Zuereb Prothers Ltd | 541 & 522

Festa Manhole 352.72 B3 Girimea i Sons Lid 767
496.72 Alfa Co. Lid 336

] | .

Supplr ownea op puntie Tenchos 280 Caeorae Micallsl 519

|
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Voreover, the folloving cxpenditure liems were net suproned Dy ©in nvoin::

Details Alnount in | Supréice | Chegue |
LI rumber |

— D i A —i
Pantomina ‘ 426 i Bronk Pieauctions Lrd | 32
Handyman services 958 % pominic Camenzuli 578
Gozo outing 1,371 All Seasons Holdings Ltd 809

} |

' Street sweeping and maintenance of 3,000.42 Charlie & Joseph Gauei 949 |
~ I
soit areas i

Furthermore, the following supplier provided the Council with an inappropriate tax invoice:

Dietails Date Amount in Supplier | Theque

€ neber

Function 1/09/2014 1,788.20 Weriku Confectionery 271
Issues Arising

It should be a rule that all expenditure and paymenis by ithe Conncil should only be ativeted

against an appropriate invoice or request for payment.

The provision of a computer-generated invoice or receipt docs not satisiy the requiremeant of

the Financial Procedures that Councils must obtain a valid tax invoice for all iws purchuses. In

instances where the Council requesied the services from a supplier who is not srgisteied fov

VAT in 2014, the council should obtain a signed VAT declaration from e supplicr staig

that his/her annual income does not excecd the threshold of € 7,000, % copy of this

declaration should be kept
cxpenditure. However, it i
saust be registered for Vo
deccominendetizgs

The Crunctl 3 advised s

with the schedules of mayment a5 snllicient evidence of (e

evident rom e selectings almg thal miost o0 thes

and therefore shauld proviae a valid tax jyvbice,

casnne ihat & wadid i tpveive. dkorsnidved by

procedures. i3 ohfained U all the expendivrs inonrrad by the © i &

spsupportad by an spproptiate iaveise should be nvaides.
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+.3 Payment Vouchars

Dhservativis :

We did net find any inswnee: where the Council has net seepared a purmen: voucher,
however, we lonna @ number of insinnces where the pavment voueiors fiied veeie ne sigacd
by both the Executive Secrctary and ihe Mover, (urhermire, the payment voauchers do mot
have a nuinerical secuence.

Issues Arising

The payment voucher documen: should have a numcrical sequences, it should contain all
necessarily details, and it has to be signcd by votii the Exceutive Scerctary and the Mayyor.
Recommendations

The Council is advised to ensure that its payment vouchers ac in accordance viith the

requirements of Local Council Procedures (1996 -- Finance) K.L.P. 1796, P13 1, ¢ and d.

4.4 Tendering Procedures
Obseivations
Overall, the council abictes wiih the tendering proceduics. flovever, we noied the following
shortcomings:
= Not all contractual agreements includexd the date vwhen the vontrast was signad.
»  Tender 03/08 Prouvision of Sticet lighting Installation ¢ Maintenance Seivic.s.
expired on 07/11/2011 und waz never ienewed,
* The contract for the expired Tendor regarding the CollCeiion of Houschold Waste
signed between the Council and Xuepeb Brothers was miscinis.

s The aercewent with WM Soviesnoeatal eegerdine Tender03201 4 0liction of

1

Household waste wils et migigd,




HUPLitanoe el tor ol Toneecs. e D2 OnnAnee ShIhee sROULD e Toanilaind T Lo ull

izgnande ollthe feter olgeceptance gl signing ot the donket,
Recornandudiong

The couneil is advised 1o corupry with e endoring procedurss il instainees and onsuees

that all procadures ure in compiiance with we Locd Uouncil: Procecur s 11956 Tendere).

4.5 Renewal of contiacts Gig eXpives (enirecs

Observations

We have identified a cituation wherchy & contract has expired bui the service vaas still being
provided without the issue of a new tender offer. This relates to expenditure incurred by the

Council in relation to street lignting.
Issues Arising

We understand that in accordance with 12(1)(a) Subsidiarvy Leaislation 362.100. cne of the
functions of the Kegional Committee is to piovide for ths pronar upke:p and maintnence of
strect lightinz it accordance with nation:] anit literaational standaids, Foweever, Mewe
34/2012 issuea 1 Decuinber 2017 regoiess Loeal Counedls to 1ssue = nev 2oncr for a foll
year in relation W Street Lighting cervices which centract may be extendod to o maximwm of

three ycars.

Recomizendetion:

The Council is advised to undertake a poriodic 1eview of all contraets and services in
operation by the Counsil and in cases wheis cither the contracts are expircd or tie
expenditure involved warpsints o wnder offer, the Tounctl must cnswe that tenderiug

srocedures are fnllowved.
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Social & Culiural event | 1,371 D Mlsteaoas Lt
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Financial Regulations Part Viil - Lupenditur icquires hag orazrs, 0Lirmels, Gre2menis., ur
items not excecding €1,165 shall be antheiised by the Council secerding o Order 3241) of
the Standing Orders contained in tlie Sixth Scheduie o the Aot provided that itams of the
same nature are not purchased within a congzcutive four-month period. Anything beyond the

threshold has to be covered by a call foi quotations or z ¢all fer tenders, according w the

amount of the expenditure being undertal.en.
Recommendations

The Council is adviscd to issue a call for quetation or a wenacr olfer for the proviion ol any
service of supply exceeding €1,165 and thercfcic abides with the requirements of the
procurement and tendering procedures in tenns of tie Local Couneils Frocedures (1996

Tendering).

4.7 Expenditure for fum Hod Dingif
Observations

In 2014, the Council spent a total amount ¢’ 3,233.42 'n itlaiion te the organisation of Jui

Had-Dingli.
Issues Arising

[n terms of Memo 122/10, the expenditere jor such event shoaic not ceceed cither <3500 o
0.5%% of the animal governmaent ellocation, = hichewo s the highesi In e cass, thr amouant
i o

of €2.500 applish. As a resuli. the expunditive jincund wxceaded 1

g oanaxinnmn afuougt

DV I | N T R R e
nefralited by such eonwe by €1.005.5

Roenmmpeoduiinn

Tihe ool 1s sdvised i AT 3 e |1 ekl
nod Lo excdddit Fnnt . ; L



5.1 The upieegp 0}

Observations

Fixed asseis ronutitvie a major portion of he tetad assets o e Counzil. A5 por racae
12014, the Council 15 obliged to prepare the Fined Asser Registrar (0 AR)Y whien recenciler
with the nominal ledger. It was voted that the Ceuneil is motomaiituloing o FAR We have
qualified our audit opinion in this respact. The AR should bave os ¢ minimum the foliowing

information:

» Asset Reference number (e.g. OIF'101)
» Description of the assct

» Cost Price

» Depreciation rate

» Depreciation to date

» Net Book Value

o Date of Furchase

e Suppliei Details

¢ Invoice Number

»  Specific referencce to the iocation

Issues Arising

The upkeep of proper Fixcd Asset Registrar 1+ of vtinost importance o the “ouneil. The 1.4 R
allows the Council to keen track of dutails of cach ilzod »scot) epsuring control and
preventing misappropriation of assets. It also keeps track ol the concel walve of asscis, whicn
allows for computaiion of deprociatios end o inswiance purnoss. Fhysies] verifioadon o7

fixed assets becuimes & Tutilic excrcive variss the FAR 4g property marmtaingd

'

A = B o E i -
FAR 1 JUepwd o ¢ pespal decagilind b 1 i By 1 {
LT MR C L S S el { ey

w2 Connedl e hereSome nrdarised 1o Wabettwr Tamits foler i



The gaszti should be corrcetly cateporispd nder specilic assit cilcgory relating o
gheir peture ol the wpplizadon of e Cepracialon rote should be inecaiormig vith
the accounting poiizy. It is bvp nnt it the clussification of (he asses 1s consisen.

from cae year to the next,

»  There should he a comison reference div the deseripion of the zsset in the FAKR and
the related transaciion in ihe neminal lodger. This mekes ree-neihations betveen the

tvo ledgers easier iin cuse of variences and discrepaiacics.

5.2 Depreciation

Observations

Depreciation charge for the year amonnts to €51.109. The depreciation is not being calculated
and posted through the Fixed Asset Register in SAGE Pustel Evelution as cequired by the
Financial Procedures (1296-Financ2'. Howoevir, the depreeiation is being caleulated through

the use of a spread sheet and 2 journal entr is posted once a vear.

Furthermore, the compuier soitvware is beling amoriised @ 23% por anniem, whon it should be

amortised at 20%.

The audit tearn noted thai computer c¢uipmeuut has been cepitalised vader oific: Lquipment.
and depreciated at the rate of 25%. Thuse chould he scparated because accoidiug 1o
accounting policy on page 11, compute: cquiginent is deprenicicd ai the rate of 25% wihile

office equipment is depreciated at the rate ot 20%,
Issues Arising

The Council is not ollnwing the requiromeni: of the Finaneial Procedures {1996-vinance}
KLP 1/96 P1.01. h.07 (as amended be Logal Motics 322 of 2002) with respect to the

caleulation and accouniing of acureziciion.
Recorspenidutions

The Council s sncovreed o 16 i T LS nion of denrmeiatiog
oy gecouniing i depoeciation theough ihe iy Haeq : VL U

Pustel Bvalufjon afcathiiag soilwar



5.3 Assets not yet capiiciis2d

Observations

Asset not yet capitalised amounts to €562,733. made up of 477192 epening bulone: =nd
€85,591 additions for 2014. The Council falled to provide us with adoguate dealls ar:
information of the assets not yet capitalised amouniing 1o €477,1%2. The only inforination
provided by the Council consists of two schedules of expenses ircurred in relation to o

projects which total costs titl 31* December 2013 is equivalent i0;
s €380,106.52 with respect to Mzasure 313/2010
s  €61,175.89 with respect to Measure 323/2010

Resulting in a difference of €35,909.59. The Council failed to provide vs details of such

variance.

In addition, the Council informed us that the project under Mcasure 323/2G10 has becn
completed in 2013 and hence should have been transferred out from assets not yet capitalised

and depreciation charged accordingly. Audit adjustments have been propos.d in this respec..

Moreover, the Council informed us that Resurfacing of rural road of tal-Qusan: cinounting
€16,068.06 is ready before the year-end, and should have been capitalised and Jepreciaiinn

charged accordingly. Audit adjustments have been proposed in this respect.
Issues Arising

The Council should maintain a list of all projects in progress, so that when they aic finalis-d,
the project is included in the Fixed Asset Registrar and dspreciaiion charged according!< 'n
line with the relevant International Financtal Reporting Standards. This list should alvways

agree to the amount of assets not yet capitalised in the nominal ledper.
Recommendations

The Council is advised to keep an vpdated st ol geecte sl ot capiiaiioed and cnzere thed e
amounts in this list are egual to the amounis o asuets nob vel conitidsed In G sordng
ledger. A regular recondiliation betwacn the two shoald be nesiunead, Durth
finalising a project/asset. the Councii sheuld Unimedinsely recoenter the 2ot 2o

cost from the nomiial ledger — assct not yai capilalised to the respeeiive Fixea Assel citeys «

and charges depreciation aveordinzly
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Caservuling

Ve reviewed e Conngil’s insurcice poticy in diffcrent caizgories oi Properiy, Pl snd

cquipment hgld by the Council. In fact. the Council has an insurance pulicy covering the

faitoving:

= On the Buildings nciuding fiteres ena Ritings fo. the cinount v <70,00C;

«  On ofiice iurniture, dxtures and {1idings, air-conditioniag equipment, clecuronic and

computer ¢cquipment for tie amount of £142.502;

= Urban improvements for the amount of €110,468;

»  Stationery for the amount of €1.000

&

The Council’s toial cosi of fixed assets, excluding amounts not » ot cuniialised as disclosed in

Plant & Machiner; for the amount of €450;

its finanzial sintemernts ariourts to €1,998.436 »s f1lovs:

L L

Council Premises

Urban Improvemutits

Plant & Machinery

Office Furniter: & Fitiags

Compuici Fauipmer

I ..
Vi oter Vo hicios

67,200 |

el e ||
E5 14008
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The Couneil’s insurance nolizy in respac of #ssats ostieed nesds v be 1o teved on an einde!
busis to avnid hoving over and under insuranes i Jifferent cainy orizs 1 propery. plant and

cquinment.
Kecommondaiicn

The council is advised to commpiy witt sestion LCP 1.15b.04 of the ocal Councils
(Financial) Procedures, 1996 by carrying out 2 yeriodic revisw to assess the adzguasy of the

councils’ insurance cover.

55 Capitai Cormmitinents

Observations

The total amount of capital commitments which are approved but not vet contracted foor
disclosed in note 19 to the financial statuineniz amounts to £32,000 (splic into
Construction:€10,000: Improvements:€12,000 and Specic! Programs:€10,000). Hoveever, the
projected capital expenditure in the Council’s budgel for 2015 amouais io 1 toial committed
capital expenditure of £37.500 (splic inio Conctucton: €5,000; tacrovemcats: [RITE

Equipment:€2,500 and Special Programs:£50.000).
Issues Arising
The capital commitnients disclusad in the iinancial statements are matevizlly understated. fn

accordance with LAS 16 contractual commitments 1o aeguirs property, plant and cquiptnent

must be disclosed.
Recoinmendation

The Coaneil is «fvised that the Praneia! sttoments should Jisclose sdiguatel the councii™»
fotuie capital oypandiors plane i anv. a8 aprced U i budipet, it pecardansg with

)

Intervationa! Finsngisl Reporting Standsrds.
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Issues Avising

The marking aad lubelling of Fixed, Assats is sanuiied by o Locts Counzl Zrocs i
(1996) - Finance KLP 1/96, F1.16b. =esides that the importarce ol maaintaining o wopsr AR

i5 attributable 1o matter of insurance.

\ tag verities the exisience of asscts and thuir loe:ion, aids ir mainenanc: provides 2
common ground for communication betveeen the Jiccounts Depariment and the ailicy vers
and recording the net hook value of assct in case on asset of ithe Council tocomes ne tonger

usable.
Recommendations

The Council is advised to carry out an exarcise of labelling all the fixed assets shown in the
FAR so that apart from beinz in compliance with financial procedures, whenzver an asset is

disposed, it would be easier to trace to the FAR.

5.7 Assets no longer used hy the Jouncil

Observations

In view of the fact that the Council does not keep & FAR, vre cenld acl ideniiey whether eny
assets have been scrapped or disposed of. and «s a result, we could voi identiry whether they

are still showing in the Council’s assets.
Issues Arising

IAS 16 and TAS 36 requires impairment testing. An item of Croperty. Flant and Equipreent
shall not be carried at more than recoverable amourt. Fecovcrable amount is ihe higher of an
asset’s fair value fess costs to sell and its value in use. An assct should be rernoved roia the
statement of financial position on disposal o when it is withdirmwn frore nge end no detur:
ecopomic bonefits are wprcted Trem Tte Heposnl, Tre zom or loms con dismosal is ihe

difference beiveen the rroceads aad e corivinyg amouel = 0 sl Lo oo nized in G

siatement of copreensive iac e,

] r . P ‘. -' £ 5y .
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The Council is sdvised o umderake an exoipi=e whephsy Al gesels Fesboig LD Cenarm
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6.1 Coliectioii of Locc! es gutsiundiing
Obszroatio::

The Council’s finzncial statemen's show that oz at vear-end. Lil Debiors amouns 1o
€1,467.29 azainst vhich it has provided a full provizion jor bad debts. deveriheless, ik LiEb
repoit 622 titled “Pending Payments Report” with o sitipg duie Ist Jenuary 2000 1l 51t
December 2014, and date issved from Ist January 2000 till 3¥st August 2011, the total LES
nending amounts to €15,221.94. We understand thai this amount has been long impaired and

that it would be appropriate (0 also provide & fuli provision for bad debts in this respeci.
Issues Avising

Although the net effect is nil, since a full provision for doubtful debts is still required to be
provided for, it is important than an amount is r=cogniced and provided for in-agrevment to
the actual LLES coniraventions payable to the Council, wiich are based on renorts emanating

from the LES Syst=m.
Recommendaiions
The Council is advised to ¢nsuic that the amount receguised and inlly providad tor sheula le

equal to the tribunal pending pa;ments.

6.2 Accrued ncome

Observations

During our ficldwork tasting. the Council teccenised acerued income 67 CI272C as at 31si

December 2014, split as fellows:

Acerued inecome SEESA2S frar Crean BT hre 2012 60 20420

Veorual iticeme o E375.00 sertinge LEZ inveme of 102 amd 2015
silbas ! i1 A Azl P LY P oo
SCLTUSE IRCais i K ] waily] it VST (it rorw 21T o ) [
[h Te AT k) VOV T 0 P & “E’.’(:Li"'u'
MO BUDRTDNE CODMMENLY FHpe s with fespewt we S TR,

qualify cur dudlit oyrinior



A number of oiher shortcomings vere x exdiuined vrlow:

¢ The Council hus failed to recoznise 2350 us Jzeruse oeme mavresenting o griit

Skema dwar Inizjattivi Sportivi.

» The Council has failed io recognise wecrued ineome of € 20171 venrescniing o grant

s

in respect of the Wirja Agrarja.

« The Council has failed to recognise zcerued inceni: of € 2287005 representing 4 grant

in respect of Streaming tal-Lagghat Online.

+ The Council has failed to recognise accrued income of & 218 represeniing a giant in

respect of Financing of Libraries Schemes.

# The Council has failed to recognise wccrued income of €13,357.76 (made up of
€25,613.16 total grant amount less €12,255.30 funds received in 2014) representing a

grant in respect of resurfacing of Triq L-Irdum and Tri¢ Hal Tartarni.
Following our audit adjustments, the financial statcmsncs were correctly amended.
Issues Arising

An important distinction must be made between debtors and seerued revennz. Acerin
income is money the Council has earncd but hasn't yei billed for, while debiors are amonnts

due to the Council where an invoice has been issued but not yet paid at a particuler date.

The audit team questioned whether invoices for the above icome were issucd, hovvever ihc
Council did not provide us with any supporting documents other than a list oi accrued incomg
as at 31st December 2014. The Council explained thet the amount from WSC and Green MT
has been long outstanding and no payments were received until the audited financial
statements were presented and approved.

In addition. in accordance vrith memo S/ the Downlil ehadl 153 an Tvaies wiaig e
veek from the end of the month i which oo colls doe wole mode wnt rendilea v this
coramittees. hencs inecetne flowm thw LES syetem of 2012 and 2003 shonld be pvaines and

accounted fnras debitors.

Revonmaendaions



The Council is advised 10 make w prorse assessmant o1 Gy inenime accrued Huo not 7o
receive. In z2ddition. v rezominend (hat the Counctl comnlios with: erao CLZOTT wnd 1ssues

an inveice wiinir one week {rom the end of the monin in which the coilsctions wvore mads

and remitted 1o the committecs ot the end of ~very fnencia reponing reriod.

Feam
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7. CASH AND CASH EQUIVALRNY

A4

iy

7.1 Cash Deposits

Observations
The Council is taking long in making cash deposits ol its aaily takings and this regard, the
Executive Secretary confirmed that deposits are not done at least once a weck.

Issues Arising

Although, we noted that the Council has never kopt any large amounts in cash or cheques at
the Council, the Council is still in breach of the Loczl Council Piocedures which requite

deposits to be undertaken twice a week when it rewins cash/cheques i offies.
Recommendations
The Council is advised to aifect deposits at least twice a weel: as stipulawd in Local Council

Procedures (1996) — Finance KLP 1/26 P1.14 (C.09).

7.2 Bank recenciliation

Observations

During the review of the bank balarces, we noted that ihe bank reconciliation ~f bhank
account number 200012089372 there were a aumber ol unpresented cheques 2z al 31
December 2014, Neverthelzve, some of these choeques were in [aet nresented before the poar
end. As a rostlt, some transaeiions vz postat Coges 1t fiowsetad slacemanis,

Issuer arizing

The cash and cash equivalums ab vear-2nd are aaderstisd, while e {Bionsing expers

o rersintaas
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Recommendutions

The council is advised to reconcile the bank balances every month with the bank statements,
and any outstanding unpresented cheques are checked regularly so that any amounts which

are double posted are identified immediately.
7.3  Details of the bank staiermeinis
Observatiozis

While reviewing the bank statemeids of boin the EOY and the APS bhanl we noticed that the

bank statements still have the name of a previous Exeeuiive seeretary Mr Matthew Boig.
Issues arising

All stateraents should contain the name of the: present Secrctacy end when therz is a change in

the secretary the council should comact the bank immediately and <nsvre that the details are

changed.
Recomrendntions

The couencil is advised iv nstruct the bank (b irmnedinely eifect the necessary chinges

1%



2, TAYARLES
8.1 me"a‘ Stotemeints

Dhsesvaricss
We noted that the Couicii did not regquest monthly statements from =il supplizes. iviemos
issucd from iime to dme by tie DLG specificelly stee that the Council shovid obtan

monthly statemenis.
Issues Arising

Monthly statements fiom suppliers should be requesied aad obtained, as required by Memo

08/2002.

Recommendations

The Council is advised to ohtain suppliers statements on a iegular basis in order to reconcile
the amount due to its suppliers.

2.2 Creditors’ Buicnces aid Cul-ajfs

Observutions

From an analysis of the irade creditors as at 31st December 2014, v noted that the rollowing

invoice was not posted in the suppliers” iedzer:

{ Suappliers Lictails tmouni in € Date of inveice *1

g\

Sign Services (Malta) Engraving of aluminiumn £3 2872.50 30L‘-1 October 2014

material |
Tegiees  drising
Thase cariapses roos aision the meound dee by e Comell sleny polal i e e bin
sreditore, it ia #lso a sign thal creditor's balanaes ake ool D sing revinvod gad recondied On @
ferindie busls with sav variancss o crrars adingeed [ dingdy. Foliowing par audis
R I inancial stalangt e 0 b

(¥ 8]
&P



Reconimendations

The Council is advised to ensure that. all supplier invoic:s are duly aceonnwea fo i Ul
when received, In acdition. we recommend ihat ite councit recenciios credlior 2ceoumis whin
supplicr statements as this process is beusiicial in identiiying arm difforences or dispuies

which can then be tackled prompntly

8.3 Accrued £xpenses

Observations

The accruals accounted for by the Council as at year cnd were complete. however we found
one instance where an invoice was recorded as creditors, when it should hav: been recorded

as accruals as the invoice is dated in after the year end:
e An invoice from Skip Line Service dated 1st January 2015 of €316.20;
Issues arising

By failing to distinguish between creditors and accruals, there is the possibility uf conble
counting if the invoice is eniered again according to its date it the subseoient yeur. In lin2
with the concept of accrual accounting, accruals should be 2stimat:ic ata accouniod for
correctly and completely. Following our audit adjustment, the finencial siatements wwers

correctly amended.
Recommendctions
The Council is advised to prepare accounts in compliance with the “accruals concept” of

accounting in line with the generally accepted accounting principles and IFRS.

2.4 Long term payeble to suppiier of read rese

Observations

In 2010 the Council has avail ¢ itself or tne Public Uriwse Pntacrsive cepions ol
threugh Memo 432016, By wittue of this schomi. the Counell hos viterad into o coniteet

whercby Jie cotaracton has npdritaien moad pesuiEsio g ks,

During the conizact, the Tommetf Lad U vagquast i, fvion waohior plisr. since the origingi
supnlicr wus defauling. The tewns agreed with the seeond zappies it e

e halans: was silliobe norid nvero vy



The commitinent dua to both suppliers is hoing rezeanised &8 qecrtus, The anouet 220 ued
for the first supplier amounts to €9.494. while the amount zecrusd for the secend suppiinr
amounts to €90.394 as at 31si December 2014, In the financicl stuerents, this corumiiamen?

should have been classified as tong-term Hubility and pactly s short-team paganles.
Issues Arising

The Council is obliged to present fairly in its financial reports the cummitiments pavonle

p
within one year and the commitments payable for longer periods.

In addition, there is also the issue with recognition and measureinent of such commitment n
terms of IAS 39. In fact, IAS 39 requires recognition of a financia! liability when the entity
becomes a party to the contractual provisions of the instrumeni, Financial Liabilities should be
subsequently measured at amortised cost using the effective interest method. The effective
interest rate is the rate that exactly discounts estimated future cash payments through the
expected life of the financial instrument to the net carrying amount of the finaneial asset or
liability. In this regard, the Council sheuld have accounted for this liubility accordisgly using

a proper discount rate which equates to the Council’s cost of capital.
Recommendations

The Council is advised to apply correctly the distinction betwern short-lerm wad long tzim
obligations. The Council should also apply IAS 39 to ensurc that the financinl statements are

in compliance with IFRS. We have qualified our audit report in this regaras.

8.5 Deferred Income
Observations

The Council received a number of Government zrants in respect of the capital projeels over
the last years. The Council recognised a non-current defiired “wrome ¢ €715 578 qad =
current deferred income of €7,973, totalling €722.351 (before proncaid surii adjisan zing .
A number of shortcomings were however aotic! o8 expiain i volon:

1. Measure 313/7000 — Froject dreriteae Vrnl
The Council recogniszd €474.357.07 au deierre ) Mcomie sopr ol Lo o e onir g
= N . 3

trail. The Council informed us that thiz conount whics s Gallos s

¢ contract no 376/3523 0G0 - 390,050



=  Vat amount ot 70,324 .69

I'here is a variance of €13,339.70. The Council has not proviged vs vith an explignation of
such variance. We requested the Council for a copy of the grant qgrizeneat. and we vwere
informed that such agreement is not available and imstead we vere provided vith e
addendum to the contract dated 15" February 2011, In addition, the Councii nrovided us
with a schedule of costs provided by the Council amounts to ©€421,547.88 (expenses
including of vat), resulting in a difference of €52,809.21, which is not included as accrucd
income.

2. Measure 125 - Infrastructure related to the development and adaption of

agriculture

The Council recognised €12,255.30 as deferred income representing funds received for
resurfacing of Tal-Qasam. In accordance with the grant agreement (contract number
15169/113071/2014 the total grant amounts to €25,613.16. Hence, deferred income is
understated by €13,357.86 representing remaining grant for resurfacing of Trig I-Irdum and
Triq Hal Tartanni. In addition, resurfacing works in Tal-Qasam has been completed by the
year end, and hence grant should have released in 2014, Audit adjustments have besn

proposed in this respect.

3. Measure 31372014 — Upgrading and Embellish:nent of the Dingli Village Cenirz
The Council recognised €92,245.20 as deferred income representing funds received for
upgrading and embellishment of Dingli Square as at 31st December 2014, In accordaace with
the grant agreement (contract number 15262/129329/2014), the total grant amouns to
€209,850.40. Hence, deferred income is understated by €117,605.20. An audit adjustment has

been proposed in this respect.

4. Measure 323/2010
The Council recognised € 67,413.79 (opening balance) us deferred income # rreseniing vads
received. However, a schedule of costs provided Ly the Coundl emcnats w F070 07788
(expenses including of vat). resulting in & differeonce o8 Z825790 The Conurail Aid
provide us with any informatiori when the prept ~ves cosived Ly e Teonnei lonse ne
adjnstment was proposed in thig respect. The Counel’ Lermmiad vs Mol dhe ancisg Das b

finalised by the end of 2613, nevertheless po velere s tvlon fom Tevvary "0 la v

An audit adjustment har baen pronas=d i this res o
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5. Photovoltaic Panels for “Gnien il-Famiija” and “Conacii’s Pronvises”
The Council recognised € 6.984.73 (opening balance) as deferred facorie represarting funds

-
it

—t

received for Photovoltaic Panels for “Gnien ii-Familjs™ aud “Councii’s premises’”.
Council did not provide us with any information when the grant was raceived by the O Lunei!s

however the Council informed us that the project was being used in 2014,
Issues Arising

As noted above, the Council is not properly recognising government grants in linc wiith the
income approach as per the requirements of IAS 20 — Accounting for Government Grants and
Disclosure of Government Assistance as well as properly recognise deferred income and
release thereof based on grants received and receivable by the Council in respect to capital
expenditure incurred. Moreover, we advice the Council to investigate the diffzrence of

€6,237.90 and €52,809.21 respectively. We have qualified our audit report in this regards.
Recommendations

The Council is advised to properly recognise government grants in line with the incomsz
approach as per the requirements of IAS 20 — Accounting for Government Gronts ond
Disclosure of Government Assistance as well as properly recognise deferred incciue and
release thereof based on grants received and receivable by the Conncil in respect to canital
expenditure incurred. It would be ideal if a spreadsheet is maintained showing the assets and
projects which benefited from the grants in question and such spreadsheet represents the
reconciliation between the depreciation being charged on that asset and the respect grauts
released to the Statement of Comprehensive Income and projected in the Statement of

Financial Position.

9.% Disciosures required in respeci of i
Observations

The financial steteinents preparsd and approved by ine owndl do oot ocepria

correrponding budget figures for the year urdor revis .

Issues Arising



According to the Financial Procedures supplenenting the Finoncial Regulaions isiued o
terms with the Local Councils Act. 1993, the fincneial staiemenis shou!d ineluae the aeast
for the period. However. in line with Local Councils’ generally accepted reporting
procedures, the budget has been excluded from theso financial stazrnents. in this raspect

have qualified our audit report.

9.2 Disclosures required in respect of certain i¥ESs

Observations

By virtue of memo 1/2014 councils are required to prepare financial staiements in conformity
with International Financial Reporting Standards. During our audit we pointed out that the
council’s financial statements were not [ully compliant in all respect with the requirements of

these standards.
Among other things, omissions were noticed in relation to the following disclosures:

¢ The council did not disclose the list of all the relevant new and amended 1FESs that

have been adopted by the council in the preparation of the finsncial stateruenis.

» The council is not disclosing ali the requirements of IAS 24 Relaicd Py Disclosures
in the notes to the financial statements. If there have been transactions beiv cen related
parties, IAS 24 requires disclosures of the nature of the related party iransactions as
well as the outstanding balances necessary for understanding of the poteniial effict of
the relationship on the financial statements. These disclosures should he made
separately for each category of related partics and would include:

o The amount of transactions;

o The amount of outstanding balances. including terms, conditions and
guarantees;

o Provision of doubt{ul debts relating to mie cutstanding cinorms:

Expense recognised during the reriod Lo rewonct o7 Ded and doubefa] ke
from relatcd partics.

4

[AS 20 — Accounting fri Sevamnmoal Tomel sng Dgel e Loy SFlt it

Aszsistance:

» [AS 39— Financisi Inetrument & Keeewaiann and Bleionremsi:



Issues arising

All disclosures need to be undertaken in line vith the reguirernarts ol lnwmnaiional rinancial
Reporting Standards. These disclosures inclnde both quanidtiiive and descripdve reguires,
Following our recommendation, the Council amended all ihe disclosures, except those

required by IAS 39. A note to this effect was made in the audit r_port.
Recommendations

The Council is advised to prepare financial statements in accordance witp Internationzl
Financial Reporting Standards and all necessary prescribed formats and disclosuvres are to be

made accordingly.

9.3 Financial Statements Presentation

Observations

The Local Council (Financial) Procedures, 1996, requires that the financial statemenis shoul-d
be prepared in accordance with International Financial Reporting Standards, “We have noted

the following:

¢ Property, plant and equipment accounting policy on page 11 should ized ‘Office
Furniture, Fixtures and Fittings” and not ‘Office Furniture and Fittings";

e On page 4 reference should not be made to ‘Operations and maintenance’ instead if
should read ‘Operations and maintenance expenses’

o Note 19 — Capital Commitments — the line item “Contracted for but not provided in
the Financial Statements” should be removed since the council has no such balances.

« Note 18 — Deferred Income — the 2013 amount for “Deferred in 5 years or morc” and
“Government Grants™ should read €591,125 instcad of €582,100. Consequently the
Total tor “Deferred Government Grants” shouid amounl o F021.494 {astend of
€6012,529.

« In the statement of Financial Position on pace © v notd the ol wwir toseourar:

o Intangible Assets should reai Tnizneible Viced Saesew

5 Retained Funds showid reac Reioined omminag.

L]

In the Statement of Cash Flows, the avdit e voted the Hlov g sneses o,
~  Decrease’ (Incrense) in Receivables chonld read Desionae/Gagrias s in To

R 2451

and Other Receleies



o Increase’ (Decrease) 10 Povables should vend facrenses (Decrease n Truve
Payables.
o Nei (Decrease)/Incresse in Cash and Cash guivalonis shouid rend Nt

[ncrease/ (Decrease) in Cash and Cash £quisalens.

a2

Note 3 to the Financial Statemenis on page 15 should read Adminsstiaiive charges w

Regional Committecs instead of Contraventions and other iines.

Note 15 to the Financial Statements on page 21 should read o5 follows:

o “Impaired and Provided For” should show an amount ¢f £15.222 instead or
€1,467

o “Provision for Doubitul Debts” should show an amount €15,222 instead of
€1,467

o Furthermore, the note regarding “Local Enforcement Systein (LES) Debiors
should show an amount of €15,222 instead of €1,467

« We noted that Note 17 to the Financial Statements on page 22 is missing the
assessment of Creditors in relation to credit periods. The note sheuld be as follov.s:

o €92,569 should be disclosed as being witliin the Crediv Period
o €22,850 should be disclosed as exceeding the Crodit Porlod.

e Public Private Partnership commitment should have been separately disclused in the
statement of financial position and should have been classitied as long-tenn linbility
and partly as short-term payables.

o Note 22 to the Financial Statements — Related Farty Transuctions should include the

following Related Parties, as well as disclosure or related party transaction with

related parties deemed to have influence over the council:

o Malta Information Technology Agency
Issues Arising

These financiat statements cre not iy comolians 0 ol = wid U roguiyementie o
, | : -

these standards. mainly disclesiecs 1o pespret 1 JAL ] Presgntation of Flrneial

L

Statcimenis.
Recommeirdations

The Council iz advised te wdos vnte of the anove mdi e o

of financisl sigtements which sve 0 Ol eomniisnes oo ks



106. GENERAL

10.1 Council Meetings and tihivies :
Observations
As we reviewed the minutes of the council, we identifi=g ihe Dillnving shoricomings:
s  Meeting 41 started at 8.30 am; Mueting 43 started at 2.00 prin; Mesting =4 storted ul
2.30 pm.
» Meeting 38 did not state next time meeting will ve held
Issues arising
Memo 68/2009 and section 43(3) of the Local Council Act {(Cap.363) requires that the local

councils meetings should not start before 5.30pm and later than 7.30pm and shall not last

more than 3 hours unless determined by the unanimous Jecision of the Councillors.
Recommendations

The Council is advised to ensure that the Councillors adheie o these regulations and it chould

pe stated in the minutes when a unanimous Jdecision is faken.,
10.2 Councii Minules and Schedu:ie of Faynienis
Observations

The Council’s Minutes and Schedule of Payinents are not boing nplozded o the website

www lc.gov.mt within the prescribed timeframe. Apart from. the timing issue a number of

schedule of payments have not been uploaded on the viebsitc.

In addition, it was noticed that the schedule of pavments template used does rotl correspond
to the templatc provided by the Depariment of Local Councils. The Schedule ¢f Payrments
should include the order method. Tn addiiicn. bedy purchess ovder ard rveice oumbes in
some instances were lefl blank. Furthermois, Ta ez of G sinrioyeer are beley foeluding

in the schedule ol paynunte.

cdorenver. the Schecuie ol Farrmicnis vensred b ARG Y o aigned



Issures Arising

Please note that Memmo 82010 anc 1022010 resnectively requires the Executive Secrtary
io publish the minuter snd :chedule of peymen.s within Z deys o approval. Memn 29/2014
requires thet the employves tine mstead o1 iz employee pome is included i the scicdule of

payments.

Recommendations

The Council is advised to obscrve the requirements of theze raemos. Refer to Maemo 292014
for a template of Schedule of payments.

10.3 Council Reporis

Observations

We observed the following shortcomings:

» Annual Budget 2014 is not in accordance with the ofricial template laid out by the
Locel Councils Procedu: es (1996-Finance);
» Annual Budgei 2014 and 2015 hove not been uploaded on  th:  vehsiie

www.le. sov.mi;

¢ The Council prepareu the three veor business plan 2013-2017, however ihis has not

been uploadcd on the website,
Issues Arising

We hring to the attention of the Clouncil that the above mentioned report is required to be
prepared within the established timeframes ard in accordance with the official format in line

with local Councils Procedures.

This contravenss the provisious f etion 59 of thie Local Zlouncils Act. 19926 wrhich swa:
that the buagat should be prepured ad aooroved by the coveeil oy ater than 13 Feboary of

gach yenr.

sleeoniirind e
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fo this 2ad, we reepnenend ol tic comet! aprmeves ihe bidgstt <arly of Ge siart oithe ye
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tor proper finaticial 1l o ekt wrise 2 nnendituien. Tt shiild i e peopared i
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accortance witls tho o i o o att Frocedn



£0.4 GQuuariciily Reporis
Observaiion

During our audit fieldv.oik. the Counnil providad us with uasigred copies of the quarterdy
reports. Morcover, 1t was noted et e renor for the Iast quartor of 2014 was a1 uploaded

nn the Loeal Council vobsite,
Issues Arising

Attention should be brought o the Loczl Council procecures (1996 — Finance) FLP 1,90,
P1.05 (d.06), that such reports should be firalised and approved within a monti: following
cach quarter period end. Approval of these reports needs to be included within the Council
minutes. Morcover, Memo 36/11 states that Quarterly Financial Reports should be vploaded

on the Local Council Website.
Recommendetions

The Council is advised that the minutcs of the council have to rafiect the approval ef the
quarterly reports and that these are a!l preparcd aud submittzd o the DLG within o menth

from the end of the period.

16.5 Council’s Accouitting Patu
Dbservations

We noted that the Council did not maiinain in its otfices its accounting data which is held on
Pastel SAGE accounting softvare. Morcover, the Council do net have any back-ups of
previous years accounting softvrare following the change in the Council’s accountant in 2014.

In fact, it transpired that thic was maimained solcly by ihe Councif’s accountant.
Issues Avising

[t i3 irporiant Tor ine Covacil to undersinng eal 1oce anpeiztive that the Corunct? abwavs
maintain s accouniing date on i nicrises g (han thiv iz maintained urdulad on an
angsing bosis, The Conaeil should also cusnin piloper pack-np o this datn, Tiis will mitigat

the cument risks that aoecunting dota could be okt 2mponed with,



Recoaunendaiions
The Council is advised t¢ zustre thar Jie Parie] Segs Accounting sefiware is inst e onits
computers and that the accouniing duwin is hept therein duly updeied e wa 2LYOMY DRSIE AN

that proper bazk-ups ar* taken oi & periedic basis

10.6 Twinning Freject

Observations

During the year, the Council did not incir any twinning expenses. Even thougi no expens:s

were incurred, no report was sent to the DLG stating that no such expense was incurred.
Issues arising

Legal Notice 144 of 2009 paragraph 10(1) requires that each yecar a report should be
compiled showing the results of each twinning programme, the benefits derived by virtue of
such twinning relationship and a statement of all ¢xpenditure and this should be submitted o
the department within the specified timeframe. In casc where no ivirning expeuditure is

incurred in a particular vear, the Council still needs te inform the Dzpartmnent accordingly.
Recommendations

The Council is advised to abide by Lezal Notice 1-i4 of 2009 and the regulations and make

sure to submit the requestcd report to the Departmaent on time
11. Financiai Position

11.1 Liquidity sf thie Councii
Observations

At year-end, the Corneil had a positv o curmnt assel »F £22.70% Thic indicetes that the
Council can rieet the currsat ¢bligotioas ge they 200 duc. However the T ounctl™s Finansis
I

Situatiors Indizator au the end ol e Gronade! voar under ravinv 1 belowr the 1099 thre diold

of the arausl Govarainerd illorzion, e have gueniilod o audin roport ' ais 1ospecs.

1

According oo 27/200L Legal Matiees 308 el G240 of 2003 the Comei! $ [
W pueent ol Al il R o 100 o maned §
nel el mtoeasoy b L] A | R Y (L gizhiistd o d



consequences oi not abiding by these regulzions ar: various. Wit ihe cupreni prosent

liquidity position, as in this case. the Council 1s alreaay oblizzad v

e Present a financial repoit to the Denartment of Loca! Touncins on fow it will a

down on expenditure to strengihen the indicatc::

e (Convere its finance commiltee to seek guidance en whedier the Council ceuld

commit for certain expenditure before sanctioning;

« If the targets to increase the indicator back to 10% fuil, the Minister may withhold an
equivalent sum topping up to 10° from the annual allocation and paid back only

when the Council has recovered.

The Council is also regulated by paragraph P1.07 (b.05) of the Local Councils Procedures
(1996 — Finance) KI.P 1/96, which states that it should not spend more than its budgeted

expenditure (which is usually based on the liquidity position and funds available).
Recommendations

The Council is advised to convene with urgency ite finance conunittes and diavw up a cash
flow management plan to address the adverse liquidity situation. Undl then. the Council
should postpone any projected capital expenditure and recurrent expenditure which is not
entirely financed by additional funding schemes. Prujects or programmes which ar: not

funded by special schemes should not even be considered by the Council.

That said, considering the difficulty in, and to a certain extent, limited control over the
collection process of its receivables, the Council should take there {factors into consideration
when preparing its annual budget and financial control procedures and should prepose « plan

to improve its finances by curtailing its expenditure,
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12. CONCLUSION

We wish to record that this has been our first audit of vonr Council and inercfore we had ro
previous experience on your internal control systems courcil governance, precuroment
protocols, staff procedures, neither did we have access (o past audit working vapers Ul
could have helped us to acquire a faster appreciation of the audit environment and 12 the
process of obtaining detailed information on levels of compliance with the various Acts ard
guidelines we had to ask questions to the officers which may have seemed to be redundant as

answers to most of such enquiries must have been already provided to the outgoing auditors.

We would like 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
rot encompass a detailed review of all aspects of the system and cannot be relied upon
necessarily to disclose defalcation or other irregularities or to encompass all potential

improvements in internal controls that a more extensive special examiration taight discover.

We look forward to receiving the Council’s response to this management letter. confirming
that the Council has discussed the letter and outlining specifically what action 13 to be taken
to remedy the above mentioned weaknesses and errors. We would like to remind the Council
that in accordance with memo 1/2015, the reply must be received by 12 Junc 2015 or six

weeks after receipt of the letter from the Auditor General.

For the patience and understanding that you showed us v are truly arateful and in this regard
we would like to take this opportunity to thank the sta{f at the local council and the eouncil

members for their cooperatinn and assistance during, the conrse of the audit,

George Mangion
FCCA CPA MA {Iinencial Servicen)
Senior Partner

Tel: a5sa 060 4075 wis 2180 A 7
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