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Dear Sir,

Financial statements for the year ended 31 December 2019

Dhuring the course of our auwdiv for the year ended 31 December 2019 we have reviewed rhe
accounting system and procedures operared by your council. We have also reviewed the
operations of the council and how they conform o the Local Councils Acr, 1993, the
Financial Regulations issucd in terms of this Acr, and the supplementary Financial Procedures.
We set out in this report the more important poiars that arose as a cesulr of our review.,

1 Previous management letter
11 Income from Joint commitiee

We have again noted that the council sl did aot obtan the Hinancial starements of

the joint committee {refer ro note 3.13).

1.2 income raised from bye-laws
We again noted thar income from hye-laws was included under general income
{refer to note 2.10),

1.3 income not recorded in the appropriate accounting period

We did noridentify income which was not recorded in the appropriate accounting

period.

1.4 Payroll Shortcomings

We again noted that the execative seererary’s salary included in the inancial

statements does not agree to the FS3 (refer wo nore 4.3),

1.5 Personal tax deductions and submission of F8S forms

We are pleased o nore that the council has rectified the issue during the year under

review,
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Tendering procedures
We are pleased o note that the council has rectified the issue during the vear under

review,

Expired tenders

The council kept on vsing an expired wender for the firse five months of 2019
however a new contract wag signed Tarer on during the year {refer vo nowe 3.11),
Membership in Majjistral Local Action Group Foundation

The council failed 1o obtain a copy of the financial staements as at 31 Decembey
2019 of the acton group (refer to note 3.10).

Twinning project report

We are pleased o nose thar the council has prepared the swinning report. The
report wis later submined 1o the Deparmment,

Fixed asset register upkeep and reconciliation

We have again noted mstances were a number of assets have been classified in the
wrong asset casegory (refor to nore 5.0).

Insurance policy

The council’s assets are still not being appropriately insured {refer 1 note 3.18).

Tangible fixed assets labelling

" The council s sl nor mgging s xed assets (refer o note 5,13,

Asset no longer used by the councit

We again identified assets which are no longer used by the council {refer to noce
5.100).

Website development and computer software

We have again noted that the website development costs are included in the wrong
cateregory of assets {refer to note 5.0,

Depreciation

We again identified shortecomings in the depreciation workings due to the assers
which are allocared in the wrong asset category (refer to notes 5.0 and 3.20).
Capital expenditure vs revenue expenditure

The council has rectified the issue during the year under review.

Accounting for disposals

We are pleased 1o note thar disposals were properly accounted for during the year
under review,

Assets under construction

We have apain noted shorreomings tn the asser under construction aceount (refer to
rnote 5,103,
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Accounting for grants
The councl failed to provide agreements Tor the prior year grants {refer to nove

5.22).

Stock of booklets

We are pleased to note that the stock of Booklers is stored in a locked storage
£OOM,

Insurance of stock

We again noted that the council’s stock s sl not insured  {refer 1o note 6.1),

Accrued income

The counctl has rectified the issue during the vear under review,

Cash deposits

We noted thar the councl failed to address the deposies” tssue {refer to notes 2,12
and 2.18).

Petty cash payments

We have again noted shortcomings in petty cash expenditure (refer wo not 3,13,

Accounting for trade payables

We g identified irregularities when testing crediiors (refer o note 9.5).

Overpayment to suppliers

We are pleased o nore that the council has rectified the issue,

Accruals

We again demified irvegularities when resiing acerued expenditure (refer to notes
0.9 and V113,

Disclosures required in respect of certain IFRS

We have again tdemtified some shortcomings in disclosures of financial satements
frefer to note 13.1),

Financial statements presentation

The unaudited Hnancial seaements had minor shortcomings in presentation of
financial statements (refer so note 1323,

Agenda of council meetings

The council failed w upload the management lerrer and reply to the management

fetter (refer to nove 10.3).

Comparison of actual expenditure with the annual budget

We have noted istances where actual expenditure was not in line with the annual
budger {refer to note 14,13,
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fncome
Supplementary Government income

During the vear under review, the counc] recerved a toml amount of €12,100.20 in
relation to the physical and spores scheme and urban greening scheme. We noved
that the councid has erroncously recorded this income i “supplementary
Guovernment income’, We have proposed an audiv adjustment to include the abyove
income as ‘other Government income’. The adjusiment was approved by the
council and incorporated in the audied financial szatemenss.

The councit should ensure thas ransactions are properly allocared 1o the correet
aceount,

General income

The counal has classified income from organic waste collection and LES 10%,
administrarive fees amounting to €10,765.97 and 588,08, respectively under ‘genceral
incanme’. We have proposed an audiv adjusoment to reallocare €10,765.97 in “other
government income’” and €388.08 in *LES income’. The above adjusoments were
correctly mcluded in the audived financial statements,

We again recommend thiar the council should endure that sransactions are properly
aliocated to correct caregory.

Income from EU Programmes

We noted that during the year under review, the council received income of €15,390
from the Erasmuas- projecs and €1,223.82 from the other parmers within the same
project. The rom! expenses incurred for the above project amount to €17,993.62,

The council reeorded the income and expenses noted above in the “other ereditors
— vouth exchange” account. The council informed us that upon completion of the
project the councl would have tken the net result (ie profit or Joss on the project)
toy the income statement, We have proposed an audic adjussment o properly
account for the income and expenses separately in the income setement during the
current period, The council has amended the financial statements 1o include the
audit adjustment,

We would like ro ramind the council that correct classification is an snegral part of
the recounting syssems.

Accrued income

I 2019 the council had acerued income pertaining o the co-financing of the
Frasmus+ project amounting o €3,850, We noted that up w dare of swuddit
ficldwork, the council did not receive the approval fos the co-financing of the
project. Yo this end we have proposed an audiv adjustment o reverse the acerued
income due to the lack of approval. Our proposed adjustment was incorporared in
the audired Ainancial statements.

We recommend thar the coundl records acerued income only once an approval is
provided and a wrirten agreement is signed by all parries.
Income from bye-laws

During the vear under review the council received €56 as income from bye-laws,
This was erroncously included with general income. To this end we have proposed
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an audic adjustment o account for ivunder the appropriate source of income. "The
adiustment was carreetly incladed in the audited financial statements,

We recommend rhar the councit ensures thae all income from bye-lows is separarely
disclosed i the financial statemenrs.
General income

During our audit ficldwork, we nored rhar the counal did nor depositis income on
a regular basis, Examples include:

Description Receipt number  Receiptdate  Deposit date €
skip permi 834590 112010 TH.04.2010 11.70
Lifrer permir 084601 (2.065201Y 10.05.2119 2.33
Lifter permit (004640 06.06.2019 17.00.2019 15.00
Lifrer pertmit 0046584 25072019 05.08.201Y 15.00
scaffolding permit 004710 30.08.2019 £9.09,20Y 93.20
Cherry picker 004729 13.09.2019 23.09.2019 30.00
Eifter permir 004834 10,11.2019 24.17.2019 1500
Fligh-up permi Q04859 09,12.2019 20.12.2019 15.00

We reconumend that the council deposits cash twice weekly, primarily to comply
with the Local Council (Financial) Procedures burajso for scounity purposes,

Income from LES administration fees

We obtained Loqus report 483 and reconciled income from LES administration
fees and established that the council’s income for 2019 is understared by an
insignificant difference of €48, We did not propose an audin adjustiment to correct
this misstarement since the difference could not be traced.

We recommend rhat the council ensures thar invoices have been issucd correctly w
the regional commicees and LESA and that there have not been any mispostings.
income from LESA and regional committees

The following invoices were not sent to the regional committees or LESA in the
first week of the following month:

Invoice month Invoice date
July 2014 17.08,20019
Augusr 2019 1060920119
Novemlzer 2019 03.01.2020
Dccember 2019 03.05.2020

In accordance with memo 9172011 local councils are required o issuc the regional
committee and LESA invoices in the first week of the following month,
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Custodial receipts

208 The eoundil did not deposit custodial receipts on aregular Basis, Some instances
encountered during the audiv are the following:

Receipt Receipt Deposit
Description number Date date €
Eands Departiment Q02557 11.12.2019 19 12,2014 393.33
Lands Pepartraent BUR3O2 25102019 051.14.2019 11996
Fands Dopartment 888043 A30.08.2019 06092014 2202
Eands Department Hh2134 21.02.2019 01.03.201% 51.25
Lands Departiment H4GA44 24.01,2019 08.02,2014 0638
EES receipts 4420191 09.12.2019 122019 2320
LS receiprs 4280229 16052019 22.052019 34,94

217 We recommend that the council liases with G4 Secuarity Services (Malia) Lud o
collect its deposits at Jeast vwice 3 week to ensure thar no chegues or cash are left

on the council premises longer than necessary and o ensure that the financial

procedures are adhered .

3 Expenditure

Petty cash payments

[

The perty cash voucher used by the counal 1s not in accordance with the remplase
issucd by the Department of Local Government. We also nored thar some cash
payments are pot supported by the appropriste petty cash voucher identifyving the
items being purchased. HExamples include:

Details Suppliers Date €

Stationery items Mrarfa Srtionery & more

12,12.2014 10,15
Cias tank Louis Confectionery 21

AM2019 .55

3.2 We advise the council that in cases where she supplies is unable t issue an fremised
bill the council is required to Bl in a perry eash voucher and include all decails
pertaining to the goods heing purchased, Furthermore, all petty cash vouchers should
be signed by the purchaser and the exceutive seeretary, This is in accordance with
Direcrive 3/2017 and LN 269 of 2017, Circular 32720106 includes the templare petry
cash vouchers o be used by all councils,

33 We noted that the perty cash lise included regular purchases for items described as
conference expenses, sweets for office and drinks, thereby notindicating what the
acruad purchases were.

F
—_-—

We recommend thar the couneil includes a dewiled descriprion of stems being
purchased in the petry cash vouchers and monthly summary. This will ensure that
alt purchases are allocated to the correet account in the books,

We also noted that the pety cash lists prepared by the council do notinclude details
of suppliers and the nominal account to which the expenses were allecared,

Tt
o
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30 To this end, it is suggested thae the coundl facilitres approval of peny cash
expenditure by providing an analysis of all perry eash expenses and allocaring the
monthly rotal of cach category of expense to the correct account.

Procurement procedures

A7 Our sesting on chegue payments revealed the following irregutaritics for the below

fisted purchases:

Details Supplier € Note
Detailed land survey — Goien Matsury & Associaes 1,168.20 (a)
- Sinjura

Cleaning of Gregorio Caffarn JeanCard Nicallef 649.00) (1)
Aren

Concrer: slabs Central Asplalt 1,727.52 M
Feological managemcnt Benjamin Camilleri 855.00 ()
services

Stickers for street furmiture B, Grimm & Sons 6149.00 ()
Ourdoor gym cyuipment Opal Limired 4,619.70 {1}
Works at Moarfa Woodlands Derek Garden Centre 2,398,605 ()
Redbox VRS headser Headstart Technology 334800 fa)

)y The council obrained only 1 gquotation.

(L) The councl fatled o obain any quoration,

3.8 In accordance with the Procurement Guidelines 2817 tssued by the Deparoment for
Loeal Government the council should obrain at feast three signed gquotations for
purchases exceeding €50 up 1w €5,000 unless, Tor purchases exceeding €50 laut not
€500, a direct order approved by the Exceurive Secretary is issued,

Contracts

39 We nored that in 2019 the council adjudicared the following tender:

Tender number Description Supplier
MTFLC/004/2019R Demaotiton, excavation, construction Al Buildings Limited
and structural works for visiror centre

{re-18su¢)
Lip o the dite of the audit, the councit did not sign the alsove agreement.

310 Lt is cssenial for the coundil 1o make sure shat all conraces which are entered imo
are signed by all the necessary parties thus ensuring thar the contract is binding for
both parties to the agreement. T also ensures thar cach pary is aware of ivs rights
and obligations wnder the agreement.

Expired tender
3.1 We nored thar the council kepr on utilising an expired tender up w May 2019 in

relation to the provision of streer sweeping services even though the sender had
expired on § January 2018, However, we noted thar the council issued a new tender
in December 2018 and the new conract agreement was only signed on 14 May
2019,
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Masdage finns of CGrant Thomdon Iiteenativeat Lid



Gra ntTthth ;

An instinct for growth

312

-yl
EvE)

e
fo s

EN G

3.20

We would ke o bring to the artention of the council memo 10/20153 which stares
that the councl should nomake vse of expired contracts. Furthermore, the council
should allow enough time o issue a fresh eall for wenders and adjudicate it before
the preceding conrrace expires.

Joint Committee

We also noted thar the Birkirkara Joint Commiitee, of which Muarfa local council
formed part up ro 31 August 2011, has not provided the counctl with recent sudited
ACCOUNLS,

In rhe absence of the audited (inancial staements of the Joint Comminee, we swere
unable to determine amounts due to the counal as ar 31 Decembey 2019, As g
resudr, our audit report has been qualified,

We would like wo emphasise the importance of obmining the financial statements of
the Jeint Committee in order to confirm amounts due from the Joinr Commirtee,

Majjistral Action Group membership

The couneil’s membership expenditure account includes an amount of €2,500
relating to a membership fee paid ro Majiistral Action Grouap. The council fnled o
obiain a copy of the audited financial statements as ar 31 December 2019,

We recommend that as members, the council olaing the audited financial
statements from Majjistral Acton Group so the council would be able to assess the
cost/benefit of this membership.

Insurance policy
During our audiv we identified the stared below discrepancies hetween the assee
msurance cover and net bouk value of assews included in the prior year audived

financial statements:

Asset Sum NBV
insured

€ €

Buildings 110,000 25928

Furniture, fiings, plant and machinery (0,000 12,706

Computer cquipment 20,000 1,135

190,000 39,769

Iris evident tha some of the xed assers are over insured. May we advise the
council to perform at least an asnual review of its insurance policy inorder 1o
ensure thar the council’s insurance coverage is in ine with current legislaton,

Dircetive 3/2017 and Legal Notice 269 of 20017 stare shar the council must easure
thar administrative offices, including all the furniture and office machinery are
insurcd by a buildings and contens” insurance. The insurance shall cover fire, thef
and damage due to nataral events, Circular 33/20106 also stares tha the insurance
policy should be based on the ner book value of assers included in the fastandired
financial starements, We recommend thar the insurance ar feast covers the
replacement cost of the assers.
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4.1

4.4

Personal accident insurance

We noted that the personal accidenc insurance was extended on a worldwide basis
instead of fimired to the Maleese wercitories. Should a council member require to go
overseas on councl business s separare policy should lie taken our for the specific
trip. Worldwide coverage for all personnel travelling abroad on pessomal rather dyan
business activities may be construed as a benefi in kind.

We rccommend rhat the council updares the insurance policy accordingly to inclode
only current counciors and emplovees and limir coverage o the Malese islands.

Expenditure for locality day

During the audit we noted that the council spent 4,399,600 on locadity day activities.
May we remind the council that memao 872011 specifically stares that the cost of the
council’s locality day should noi surpass the higher of €3,500 or 0.5% of the annuoal
Covernment allocation {equivalent to €3, 397).

We strongly recommend thae the council carefully budgers the localiny activiey and
ensures thar cxpenses do not exceed the thresholds specified in the memo,

Rent

Whilst performing audit procedures we noted thar the councit recorded rent
cxpense, amounting to €7,331 in the books of account, However, the councl failed
to provide us with FRS 16 Leases "assessment.

We recommend the council 1o perform TFRS 16 assessment to establish whether
the council has w accoun for the rent expense in accordance with 1FRS 10
accounting treatiment,

Payroll

Reconciliation of wages between FS5s and books of accounts

During the audit ficldwork we identified a difference of €736.39 which was
unrcconciled from the wages accounts to the personal esoluments found in the F55
forms sent to the Commissioner for Revenue (see appendix 1),

The council should ensure thar all FSS forms agree o the payroll expenditure in the

accounts. Furthermore, the council must ensure thas amounts payable to the

Commissioner of Revenue are cosreetly declared.

Disclosure of the executive secretary’s salary

Whilst reviewing the I'83 of the executive scererary we ideorified thar the gross
balance inchaded in the FS3 does not rally with the amount included in the Anancial
starernents, The amount included in the financial starements is €30,998 whereas the
1S3 indicates an amoune of  €30,894 This resules in a difference of €104,

The council should ensure that all FSS forms agree 1o the payroll expenditure in the
accounts,
Payment of overtime

We have noted that a payment of €2,938.49 was made ro employees with respeet o
overtime. This payment was made prior to obtining approval in council mectings.
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4.0 We recommend thas the council monitors the working of overtime and ensures that
averiime 1s duly justified, approved and documented before issuing payment,

s Fixed assets
Tagging of fixed assets
5.1 We noted that not all assets are wgged (where applicable). This s in breach of the

Local Councils (Financialy Procedures, 1996,

5.2 We recommend that the council tags its fixed assers, where applicable, as svon as
possible. This would enable individual assets to be identified and their physical
existence verified with the plant regisser.

Upkeep of fixed asset register

5.3 When reviewing the fixed asset register, we noted thar relevant details like invoice
number, dare of purchase, location and depreciation for the year are missing.
Examples include;

Asset category Asset code Description Net book
value

€

streer lighting STRLTON 22 foodlights 10,007.58

Muarfa Barrack area
Constructon CONGLS Wouodland project 257,762,589
Lrban Improvements 1059 Playing field 35,000,000
Plant and machinery PALO0Y Chainsaw 33148
Computer equipmeni COMPO14 el laprop 554,30
54 We recommend that every possible effor should he made to updare she fixed asser

register and include at least the following details:

. Description of asset

¢ Date of purchase

. Supplicr derails

. Invoice number

® Asset tag eode {where applicable)
® Cost

. Depreciation method and raw

. Location of the asser

. Giranrs received

An updated fised asset register enables the council 1o exercise proper control over the
council's property, plant and cquipment, §t provides a suirable inventory/checklise
which may be used to determine whether assets previously purchased are stild in
existence or in use. We therefore recommend rhat the council’s fixed asser regiseer is

L]
i

updared,
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During the vear under review we noted that cortain fixed assers are not being
classificd under the appropriate fixed asser caregory, For example:

Net book

Asset category Asset code  Description value
€

Office Torpiture and Griings OFT015 Refrigeraor 205731

Office farniture and fuings QOFFOLY Panasonic PABN 895.04

Office furniiure and Griings OF1F020 Fadder 40.549

Office fumniture and Guings QFF73 Fire extinguisher FGO.73

Office equipment OBEODS Website 405,87
developmest

Ofhce equipment 03 Front office 354.00
refurbishment PC

Urhan improvemenss LiIn27 atrect hghring HA 75,991.27
project

Lirban improvements U033 40 Street names 6,017.34

Urhan improvemenss U035 Fixing of 73 street LoU5.22
NAMCs

Urban improvements LHO63 New floodlights 1,159.19

Onee again, we sugpest the council updates its fixed assee register and allocares
assets appropriasely. This would ensure thar the council is ealeulaing depreciation
using the appropriate depreciaton rate and thus showing the correct nee hook
value,

Reconciliation of financial statements with fixed asset register

W identified a number of differences berween the ner ook value of asscrs in the
financial starements and the ner book value in the Axed asser register. These are
surmmarised bclow:

NBY in unaudited NBV in fixed

Asset category financial statements  asset register  Difference
€ € €
Lirban improvements 3,500 9,772 0,212)
Construction 20,391 31,029 {4,638
Cfice equipment 3,500 6,350 {2,847
33,460 47,157 (13,697)

We remind the coundl that any variances bepween the assers disclosed in the

financial statements and the plant regisrer need o be mvestigared and reclassified
accordingly.

Obsofete assets and disposals

During our audic ficldwork we scanned the fixed asset regisrer for unusual items or
exceprions, We identified thar the register contains assets which are obsolere or no
fonger exist such s a lascr printer and Nokia mobile phone which were both
disposed prior w 2011,

I accordance with the Local Council’s (Finaneialy Procedures PLLOL the secrerary
is required to cycate, maintain and conurol an accurare and up-to-date inventory of
counci] fised assers, Therefore we recommend that any disposals and obsolere froms
included in the fised asset register are identibed and written off, If the council

Cotitiod Public Accountants
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seraps assets, the list of rems scrapped or written off should be approved in a
counet! mecting.

Additions in fixed asset register

512 Whilst reviewing the fised asser register, we nosed that the councl has recarded ihe
cost of the reception refurbishment twice. The council mitially recorded the
additions with asset code CONO2D amounting iy yoral o €4,0 4, We also nored
that the same asset was recorded separately with asset codes CONOZT and CONO22
of €3,080.94 and €1,5357.00, respectively. To this end the council depreciarion
workings were overstated by €463.85 duc to the double posting in the fixed asscer
register. We have proposed an audic adjusrment to correer the depreciation. This
has been caorreetly incorporated in sthe audived financial statements.

513 We remind the council that any variances benween the assers disclosed in the

firancial stasements and the plant regisrer need o be investigared and reclassificd
accordingly.

Fixed asset additions

5.04 0 We noted that the council classified pole and floodlights amounning o €1,033 in
uthan improvements. We have proposed an audiv adjustment o yeclassify the
amount in the corvrect category thar is sereer lighes, The audiced Gnancial seatements
of the council refleet these adjustments,

We remind the council thar all fixed assers should be coreectly allocared in the fixed

A
L

asset register and books of accounts,

Assets under construction

5.10 During our ficldwork, we noted that the council capitalised the ontdoor gym
equipment as well as the architecr fees in redation 1o the project amounring (o
¢7,150.74. To date of the audir fickdwork, the coundl mformed us thar the assers are
stored in the council’s garage as not all works were completed prior to the installation.
Ta this end, we have proposed an audit adjastment to reclassify the amount of
€7,150.74 o assers under construction and ro reverse its vespective deprecation
amounting to €7,1507.74. The audited financial stizemens of the council reflecr this
adjustmens,

We recommend the council investigates invoices and ensures chat all additions are
accounted for properly,

518 Whilst reviewing the fixed asser additons we noted a balance of €15,526.61 1n
relagion to the professional fees for the Piazza Project, The executive seeremary
informed as that these costs were incurred for Central Government to staet the
project, The project is ot vested in the couneil. Thus, no asser will be recognised in
the council’s financial statements upon completion. We have proposed an audic
adjustment o include this amount as expense for the period as this expense will not
emmanate any cconomic benefits fo the council. The councit has included dus
adjustment in the final ser of financial starements,

519 The council should not capitalise costs which are of an expense nasure. LAS 16
states that the asser purchased should provide funire service potential. In shese
cases, the expenses were incurred to maintain their use rather than 1o add cconomic
benefins or service potential,

Certified Puntic Accountants
Kagehier b of Dt Thoeen latpeeatipnad L



GrantThornton

An instinct for growth

Depreciation of fixed assets

bd
o

During the vear ander review we noted that the counail’s depreaation charge for
the year was €37,090.97. The council correctly computed its depreciarion through
its fxed asset registor, However as noved in notes 5.6 and 3.8, a number of assers
are categorised in the wrong assce catcgory thus resaliing in a wrong depreciarion
rate, also the net book value in the regisrer is Righer than amounts included in che
hooks of aceount,

5.21 We reiterate our recommendadon thar she planr regisver 35 updared w agree o the
nominal ledger. This will ensure that the depreciagion calealated by the plans regisrer
is correctly reflected ay the financial statements.

Accounting for grants

5.22 In prior vears the council received funds with respect of the Public Privare
Parmership (PPP) Scheme, amounting to €95,710.74. The Department for Logal
Government has requested the council to reimburse the amounnt of €20,200. 14 of
the funds received. To dare these funds have not been refunded and the council did
not provide us with updates regarding this macer.

523 We rccommend that the counal ensures that she proper docomentation is
maintained with respect w all grants received so that the council may contiem thar
these funds are properly recorded in line with the refevant condisons attached to
the grants itself, The coundal should also ensure that sueh grants are properly
recognised and capitatised if the funds received would be uiilised to finance eapital

cxpenditure,

6 Inventory
Stock insurance
6.1 In 2016 the counail has published rhe Woodlands bookler and phowbooks of the

loeality. The council failed o insure the stock of booklers and books.

0.:

[ £%]

May we remind the counceil that assers should be adequarely inswred, Undess stock is
insurcd the council will not be able to recover any losses in stock in case of theft,
fire and any other accident.

Net realisable value of inventory
0.3 Furthermore, we noted thas the couneil’s inventory is slosw moving, We have also

noted thar the majority of the books are given as complimentary and not sold.

0.4 The council should wssess whether the bools are being carried av the lower of cosy
and net realisable value in the financial stements in accordance wirh generally
accepted accounting principles. Write-offs or provisions of inveniories might be
necessary if the books remain slow-moving or have no realisable value,

7 Trade and other receivables
Overdue receivables

7. The debrors” sy inchides overdue receivables from Waterservices Corporation,
Green MT and Sourh Fast Reginnal Committee amounting to €3,450, €2,600 and
€4.00, respectively, These balances have heen outstanding for mose than one yvear.

Ceptified Publfic Accountants
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W noted thar the balances due from Waterservices Corporaton and Greent MT
are provided forn full,

The cownctl should ensure that the balances are valid and, if so, pursue these
debtors by sending reminders for the fong overdue amounrs.

Pre-regional LES debtors

In vur resting on LES debtors, we obained report 622 generated from version 1 off
the Loqus systom and found that rribunal pending payments as at 31 December
2019 were €37,649, The council had passed an entry of €463.56 against LES
debtors 1o agree the books with the LES report. We have proposed an adjusiment
to reverse the entry passed by the council as there 1s uncertainy as o whether the

LES reports are correct. The council has ncluded this adjustment in the final set of
financial sratcments.

We would like to remind the council that it is the council's vesponsibility to
investigate these differences and refer them to Loqus.

Bank and cash
Unpresented cheques

The council’s bank reconciliaion of the BOY current account included the
following ‘stale” choques:

Cheque number Cheqgue date €

w722 240110 O02,94
i 240113 R (U
__ 91240
When testng cheque payments, we noted that the council has erroncously included
cheque 9289 amouniing to €850.84 instead of €1,050.84, In view of the above we
lave passed an audic adjusiment of €200 1o rectify the issue. The council approved
our audit adiustment and included ivin the finad ser of financial statements,

We reeommend rhar the council reviews the list of anpresented cheques and
ivestigates those thar are ourdated. Since the above cheques are long ourstanding,
the amounts should be ransfeered from the bank balance and included with
creditors or deducted from expenses so as to ensure that the bank balinee
represents the correet balance afrer obraining approval by council.

Trade and other payables
Supplier statements

The council did nor obtain monthly statements from all of its supplicrs. Memos and
circulars issued from time o tme by the Department of Local Government
specifically stare that the council should obrain monthly statements from al)
suppliers.

We again recommend that the council obuains monthly statements from all
suppliers in order to ensure proper recording of ereditors in the council’s ledgers.
This will highlight any discrepancies between amounts recorded in the ledger and
amounts in suppliers” statements.

Cortified Public Accountants
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Debit balance in creditors’ list

The counct's creditors’ st includes €79.41 as debit balances in the ereditors’ lisr, We
proposed a reclassification wo other debrors in this respect. This has been correetdy
incorporased in rhe audived lnancial saarements.

We recommend the counci o separarely disclose debir Balasces in the financial
statements rather than see off against trade credivors, TFurthermore, the council
should vestigare why this creditor account is in debi

Confirmation of trade creditors
As part of our adiv procedures we circularised confirmaton lerters to seleered
suppliers. We noted the following:

Amount in Amount in
council’s books confirmation
Supplier of account reply Difference
€ € €
Micamed Lid 15,231.47 16,000.21 (B58,74]
WasteSery Malea Lod 8,217.44 8,237 .44 (2000
We were not pr(.)\'idcd with any explanations or reconciliatons with respect to these

differences.

We remind the council thar circular /2020 states thar the council should reconcile
creditors’ balances on a regular basis, thus idenufying and investigating any differences

4% soon as possible,

Alternative procedures on creditors

Praring the audic we noted thay the eredivors” list shows a balance of €9,203.10
payable o Chris Gagt, The council has only provided ourstanding invoices and aifter
vear end payvments amounting 1o €3,634.05. This results in a discrepancy of
€5,569.11, Up o the date of the management leteer, the amount has nor yer been
reconcied and we were not provided widh an explanaton of such difference,

FThe above situaton highlighs the importance of reconciling creditors” balances w
supplicrs” statemems,

Accruals

Whilst testing accruals we noted thar the counctl has erroncously over acerued
MITA services and cleaning of council premises by €821.99 and €287.50,
respeetively. An audiv adjustment was proposed o decrcase the expense and
accruals, This adjustment has been correctly incorporated in the audited financial
starements.

The councit should endeavour to compute accruals as accurately as possible so thar
expenditure is recorded in the correer financial period based on the aceruals coneept
of accounting,

We also noted rhat the council included an amouni of €330 in relaton o band
services from Freents Male. Upon reviewing supporting documentation, we noted
that the invoice was dated 28 December 2019, We have proposed a reclassilication o

Corlified Public Accountants
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10.2

include this involee wirh credirors. The council has amended the financial starciments
to include our audit adjusiment.

We recommend thar the council distinguishes berween aceruals and crediors vo
correety diselose labilides in the {financial statements.
Unrecorded liabilities

Whilst reviewing subscauent year end paviments, it came 1o our arrention thar the
council has omined the below involces:

Suppliet Details  Date of invoice  Difference

€ €

Marthew Mallia Microsoft office home EARENL 330.4)
and business

TCTC Course Robonca coding 27.05.19 1,150

J. ] lronmongery Hire of chairs 21.0%19 140.08)

We have proposed an andit adjusiment o recrify the issue. The council has amended
the financial scuements to inclade our audic adjustmens.

We rccommend thar the council records expenditure when e is incarred such thar
expenses and liabilises are recorded in the cosrecr financial vear,

Advanced payments

During 2019 the counctl received a grant of €50,761.21 Tur the Clock Tower projea
which was included iy the propeery, plane and cquipment sehedule in the unaudited
financial statements. Therefore, in cffece, this amount reduced the cost of the agser
in the course of construction. As at vear end the counal did not incur any costs in
relation o this project. Thos, we have proposed an audic adjustment to classify the
grant reccived as an advance payment. This has been incorporated in the financial

sTarcimaents.

We rccommend that any decision raken by the council is to be pur forward during
meering and duly approved.

Electronic site

We nored thar the councl did not upload the Tollowing documenss on the websire
ol local councils within the required nme frame:

Gy To date of the audiv ficddwork the council faled v uplosd the Quarrery
financial reports for the covering period April - December 2019,

(hy  Business pian for 2018 - 2020,

(€} To dase of the management letter the couneil failed 1o upload the financial
statements for the year ended 31 December 2018,

We remind the council of the requirements of memos 77/2009 and 102/2010 10
upload the signed minutes on the websire within three working days, In addition the
council should upload all other reporrs, audited financial statemenss and
management letter within the specified time frame.

Corliflind Public Atcountants
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Uploading of management letter and other documents

During the audir fieldwork we nored that the council did nor uploasd the 20018
management lerrer in accordance with Civeubur 2172019,

We wonld like to remind the council of the General Dara Proreetion Regulations as
indicated in SPI7/2008, Councils should be mindful that there are reserictions on
transmitting/ publishing information regarding personal da, Therefore, cermin
documents should be carcfully scrutinised ro ensure that they do net contravene
GIDPR prior ro uploading on the webstre, This is also highlighred in Cirealar
772019 which stares thar names of third partes not direcdy connected witly the
aperations of the council should nor e published,

We thercfore recommend thar the council conracts the Department for clarificaton
of this contradiction.

Schedule of payments

Whilst reviewing the schedule of payments, we noted thar schedule 3, 4 and 0 were
uploaded on the websire in Fxcel and nov pdf formar. This conravenes memos and
circulars sssued from dme o thme.

May we remind the council that memo 1072070 specifies thar all uploaded
docamenrs should be saved in pdf formar. This has been in foree since 1 May 2016,

We also noted thar the council approved schedules of payments during mectings,
Flowever it is not specifying which schedule of payments was approved.

We recommend thas the council includes the sehedule of pavments reference in the
minutes o ensure that all schedule of payments have been presented and approved.

During our review of the schedules of payments, we neted thar the councdl is non
including account numbers as required by circulars, This is not in accordance with
the template schedule of payment issued by the Depariment for Loeal Government.

The councit should Il in all derails in the schedule of payments as required by
memo 372011 The required details allow casy cross-referencing between the
schedule of payments and the expenses included in Sage,

Approval of schedules of payments

We identificd multple instances where cheque numbers have been omitted from
the schedules of payments. During our testng we confismed that the omirted
cheques were cancelled before the approval of sehedule of payments. Examyples
include cheque 8744, 8745, 8757, 8758, 8801, 8821, #8122, BB23, 8825, 8831, 8882,
8918, 8969, 9011, 9017, 9020, 90349, 9113, 9147 and V158,

In accordance with P1.11 of the Local Councils {Financial) Procedures, 1996 the
executive seeretary muss prepare complete and accurare schedules of payments
containing informatien in sequential order and present them for councit’s approval.
We recommend thar the schedules of payments are reviewed for accuracy and
jointy signed by the mayor and the executive secrerary (o serve as evidence thar
these have been duly approved by the council. We recommend that all cancelled
cheques are retained in the cheque book o provide evidence of their cancellation,

Lertllied Pultic Accountants
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119 Wealso noted than alt schedules of payments did not include all chegue numbers
and, as 4 resule, we could not ensure thar all cheque payments were included.

P10 May we remind the counctt that the schedule of payments is compiled to approve
all paymenss made by the council, All cheque numbers should be included in the
schedule of payments e ensure proper approval, Memo 10720106 provides the
schedule of payments emplare, The cheque namber is reguired by the same
templare,

11T Whilst reviewing the schedule of payments we noted thar the council erroncously
included cheque 9122 rwice in schedule 9 and 100We nowed thar in schedule 9 the
amount was € 119.99 pavable o U-reevele whilstin schedube 10 the amoune is
€3,065.70 payable to Micamed,

11,12 Inaccordance with PLIT of the Local Councils (Financial) Procedures, 1990 the
executive scoretary must prepare complete and zecarate schedules of payments

containing information in sequential order and present them for councal’s approval.

i2 Meetings
Binding of minutes

12.1 We ohserved that the minutes of the councii are not hard bound at the end of cach
financiad period or legishiture.

12.2 We reiterate our recommendaion from previous managerment fetters stating thar, st
the end of each couneil's financial vear, the exceutive secretary arranges for the
previous year's minutes to be bound as further reference will be required from dime
e time in accordance with the Local Councils (Qffice) Procedures, 1990, This
Bound copy should b given due importance since it serves as the only permanent,
unchangeable record of all council mectings and decisions waken.

13 Financial statements
Presentation of financial statements

3.1 The council’s financial stasements are not compliant with TFRSs in the following
Instances:

. The council did not disclose the list of all the relevant new and amended RS
that have been adopted by the council in the preparation of the financial
StAfCments,

i, The financial statements do notincude all the disclosures required by IFRS 9,
The standard required additional disclosures regarding financial instruments’
impairment and expected credic losses.

13.2 The following shorrcomings were also identified in the financial starements of the
24 8
council:
i The note on property, plant and equipment includes the pereentage rather than

range of years of percenages due to change in the deprecation method.

153 We recommend that the councl gives more attention 1o the preparation of the
financial statements, We are pleased 1o note that the council has correctly amended
the financial smarements.
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14 Comparison with annual budget

14,1 When enmparing the budgered figures with the acrual figures of the vear under
review, we idemified the following differences:

Budget Actual Difference
€ € €

Income
Government 297 204 348 (5,140
Bye laws 3,700 ' 3480
Income from LES 1,250 601
Invesunent 50 (135
(Oher income 2,790 (017
Expenditure
Personal emaoluments 80,413 81,740 4,073
Operations, maintenance and 211,243 271,245 (60,002

admimnistration

142 We recommend that the council compares budgered fgures to actusl figures ar lease
on i quarterdy basis o ensure expenditure is in line wirh budgered amousnts. Fhe
council should apply due care and diligence when compiling the budger figures as
required by the Financial Reguladons.

Conclusion

We would hke to point aut thar the marters deale with in das report came to our notee during
the conduct of our normal audic procedures which are primarily designed for the purpose of
expressing an opinion on the financial statements of the council. In consequence vur work did
not encompass a deriled review of all aspecrs of the system and cannor be relied upon
necessarily o disclose defaleation or other irregularities or to include all possible
improvements in internal control that a more extensive speaial examination might devedop,

We would like to1ake this opportunity to thank Ms Joserte Micallef and ter siaff for their co-
operation and assistance during the course of the audi.

Yours fairhfully,

é’:q(/ f—/\w{j \\L‘ B
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Bormla Local Council Wages Reconciliation

As per F55's

As per F57

As per Accounts

Maonth
lanuary
February
March
April

May

lune

July
August
September
October
November
December

add 1/2 of total NI
Total

Gross Salary
add 1/2 of total NI
Total

Account No. & Name

1100 Mayor's allowance

1105 Deputy Mayor Allowance

1106 Councillors' Allowances

1201 Employee Salary - Katia Fenech
1202 Employee Salary - Alexander Caruana
1203 Employee Salary - Annalise Mallia
1210 Executive Secretary Salary

1300 Bonuses

1301 Bonuses - Katia Fenech

1303 Bonuses - Annalise Mallia

1310 Bonuses - Executive Secretary
1500 Social Security Cont.

1600 Allowances

1700 Overtime

1701 Overtime - Katia Fenech

1703 Overtime - Annalise Mallia

Add opening accruals
Less closing accruals

Difference

Gross (€)

8,699.00
4,873.00
5,0672.060
4,780.00
5,119.00
8,471.00
6,154.00
6,125.00
6,535.00
6,068.00
6,626.00
7,534.00

Appendix 1

677.92
677.92
677.92
847.40
677.92
677.92
847.40
677.92
847.40
677.92
722.86
1,072.14

76,060.00
4,541.32

20,601.32

76,060.00
4,541.32

80,601.32

Amount {€)

9,352.86
849.99
1,666.68
20,279.82
0.00
1,198.62
27,751.70
0.00
1,727.08
97.80
3,246.46
5,447.34
5,8983.31
2,635.99
186.13
112.37

81,540.25
3,818.00
-4,020.54

81,337.71

-736.39

9,082.64



