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14th June, 2017

The Auditor General
National Audit Office
Notre Dame Ravelin
Floriana CMR 02

Dear Sir,

The Council discussed the management letter for the financial vear ended 31#
December 2016 during a meeting held on Tuesday, 13th June 2017. Pleasze find
hereunder the Council’s reply for you kind consideration.

Preliminary Note

The Couneil, the Executive Secretary and the Staff of the Siggiewi Local Council
would like to thank the Auditors for the smooth running of the statutory audit
and for the contents of the management letter.

Management Letter Reply

1.1 Depreciation
The Council thanks the Auditor for the observation

1.2 Disposal of office equipment
The Counecil thanks the Auditor for the observation

1.3 Fixed assets register
The Council thanks the Auditor for the observation

1.4 Asseis written off in previous years
The Counal thanks the Auditor for the observation

1.5 Annual budget
The Council thanks the Auditor for the observation

1.6 GasanMamo legal case
Refer to note 2.1

1.7 Financial Situation Indicator and Result for the year
Refer to note 2.11
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1.8 Health insurance
The Council thanks the Auditor for the observation

1.9 Wages reconciliation
Refer 1o note 2.2.

1.10 Employees’ files
The Council thanks the Auditor for the observation

1.11 Attendance of meetings
The Council thanks the Auditor for the observation

1.12 Pre-regional LES debtors
Refer to note 2.3

1.13 Receipts from pre-regional contraventions
The Council thanks the Auditor for the obgervation

1.14 repayments
See note 2.4

1.15 Acerued income
The Council thanks the Auditor for the obzervation

1.16 Debit balances in ereditors’ list
The Counecil thanks the Auditor for the observation

1.17 Amount reecivable from Water Services Corporation
Refer to note 2.5.

1.18 Bank and cash
PM — Nothing to commeni.

1.19 Trade pavabhles
Refer to note 2.6

1.20 Deferred income
Refer to note 2.7

1.21 Long-term trade payvables
Refer to note 2.8

1.22 Annual Government allocation
The Counecil thanks the Auditor for the observation

1.23 Variances between budgets and actual
Refer 1o note 2,16



2 Management letter points for this period

2.1 GasanMamo legal case

The counal always noted i its financial statements the contingent liabilitics and
could not commit the amount as a liability since the case was still in appeal
stage.

Court Case Xuerch Bros. Ltd,
The court case was only decided in Feb 2017 and the council has no possibility to
recognise the liability as at 315 December 2016.

2.2 Salaries reconciliation
The council notes the comment from the auditors and will strive Lo conduct more
reconcibations of the payroll in order to avoid such discrepancies, albeit minimal.

2.3 Pre-regional LES debtors

The Council needs to note that it reported the LES debtors based on information
available at the time of the preparation of the financial statements. Furthermore
it needs to be noted that the majority of the LES Debtors are long due amounts
which the council has no control upon since the LES system is managed by third
partics and the negoliations where exclusively made with the central
government.

2.4 Prepayvments
The council noteg the overstatement of €125 and will attempt to reduce such
overatatements

2.5 Amount receivable from Water Services Corporation
As the auditors correctly noted, the outstanding amount due from WSC is a
matter that 1z being dealt with.

2.6 Trade payvables

The Council takes note of the recommendations and will start implementing
regular reconciliations with the arcularnsation of creditors balances for
confirmation,

2.7 Deferred income

The Council takes note of the adjustment. The Council is also aware that the
treatment of grants received for capital projects will once again change from the
Income approach to the Capital approach as from 1% January 2017, which the
Council hopes to reduce the encumbrance of the complex treatment under the
Income approach.

2.8 Long-term trade payvables
The Council takes note of the audit adjustment and the recommendation of the

audilors.



2.9 Accruals
The council notes the acerual overstatement of €429 and will attempt {o reduce

such overstatements,

2.10 Going concern

The council is aware of the financial situation in particular that the defieit
working capital also holds an amount of deferred income which is part of the
current liabilitics and which is relative to the income approach ireatment of the
granis received for capital projects. The Counecil has also prepared its three year
husiness plan for the period 2018 to 2020 taking into consideration the financial
situation az at 315 December 2017 and if government allocation and third party
services remain as per budget provisions, there should be no going concern 1ssue,

2.11 Financial Situation Indicator

The Council is aware of the negative TSI which in ite opinmion should return to a
positive one for 2017 due to better budgeting and the change in the treatment of
the grants received for capital projects which put added pressure on the Council's
balance sheet.

2.12 Other debtor
The Council thanks the auditors for their recommendation, which it has

approved, and will be implementing during the forthcoming years.

2.13 List of unadjusted errors

The Council takes the preparation of the budget with great interest. In doing so
the Council has no control over external factors. Nevertheless the Council
monitors and adjusts, as much as possible, expenditure in line with ithe approved

hudget.

Once again we take this opportunity to thank the auditors for the cfficient.
operation of the audit.

Yours truly.

eith Galea
Execcutive Secretary
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Our Ref: NAQ 107/2015/9
Your Ref:

& May 2017

The Mavor and Executive Secretary
Sigpiewi Local Council
Slgoewl

Dear Sir/Madam.,

AUDT REPORT and FINANCIAL STATEMENTS
YEAR ENDING 31 DECEMBER 2016

[n terms of Section P2.06 (¢.02) of the Local Councils (Audit) Procedures 2006, I am forwarding
a copy of the Audit Report and Financial Statements, together with the Management Letter for
the financial vear ending 31 December 2016,

After seeking the Council's approval, you are kindly requested to submit your response to the
Director (Local Government), the Local Government Auditor, and to this Office as stipulated in

Section P2.06 (d) of the same Procedures, by not later than six weeks following receipt of this
letter.

Yours faithtully,

- Sl

V. flancas G
I.

Tanya Mercieca REC tg vt ﬂ_j

Asst, Auditor General 1.0 MAY 2017

Encls.
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The Mayaor

Siggiewi Local Council
18, Pjazza San Nikola
Sigaiewi SGW L07V3

Malta r =

26th April 2017 REGES ?RY
= & MAY 2017

Dear Sir,

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2016 &T'UNAL AUDIT OFFICE

Luring our audit for the year ended 31 December 2016, we have reviewed the accounting systems and
procedures operated by the Council. We set aut in this report the more important points that arose as a result
of our review,

1 Previous year's management letter (for the year ended 31 December 2015)

1.1 Depreciation

We are pleased ta note that the Council is correctly computing depreciation on the monthly reduced balance
methed, rather than annually as in previous year. The Council performed an exercise to update the register and
re-compute depreciation of the previous years, A prior year adjustment was passed by the Council to correct
past errors.

1.2 Disposal of office equipment

The office equipment disposed of in 2013 was correctly accounted for,

1.3 Fixed assets register

The fixed assets register is being maintained in the correct format.

1.4 Assets written off in previous years

The Council has now correctly accounted for the fixed assets written off in 2010,

1.5 Annual budget

We are pleased to note that the Council's annual budget is being prepared in accordance with the specimen
provided in the Local Councils {Financial) Procedures, 1996 and the ralling three year budget plan was prepared
accordingly,

1.6 Gasan Mamo legal case

The liability in relation to the damages on the Gasan Mamo case is still not accounted for {refer to note 2.1).
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1.7 Financial Situation Indicator and Result for the year

We are pleased to note that the Council registered a surplus for the year.

Howewer, the Financial Situation Indicator deteriorated in the current year (refer to note 2.11).
1.8 Health insurance

During the year, the Council provided a health insurance cover o its employees, but this in ine with the
regulations, since the Council registered a surplus in 2016.

1.9 Wages reconciliation

As in previous year, the Mayar's allowance, Executive Secretary’s salary, Councillors’ allowances and employees’
salaries as per unaudited financial statements did not agree to the individual FS5s {refer to note 2.2).

1.10 Employees’ files

We are pleased to note that employees’ files are being kept updated and indefinite contracts for all employeas
were perfarmed,

1.11  Attendance of meetings

We are pleased to note that nane af the Councillors failed to attend at least one-third of the meetings called
within a period of six months, as per applicable Regulations.

1.12 Pre-regional LES debtors

A5 in previous year, We noticed a difference between the LES debtors' balance as per Logus report and that as
per accounts prepared by the Council (see note 2.3).

1.13 Receipts from pre-regional contraventions
We are pleased to note that receipts are slowly being received from pre-regional contraventions.
1.14 Prepayments

A I previous year, we noticed an overe-stimation of the insurance prepayment for the year, as well as an
under-estimation of rent prepayment {see note 2.4).

1.15 Accrued income

We are pleased to note that, as at year-end, there wera no differences in the amount receivable from DLG with
respect to additional casts over the pudgeted amount provided by the Minister,

1.16 Debit balances in creditors’ list

As at year-end, there were no debit balances in the creditors’ list.
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1.17  Amount receivable from Water Services Corporation

The overdue balance receivable from Water Services Corparation increased to €27,120 during the penod (refer
to note 2.5).

1.18 Bank and cash
We are pleased to note that the bank reconciliation provided was correct,
1.19 Trade payables

Suppliers’ statements ar recent reconciliations of the selected suppliers were again not provided (refer to note
2.6).

1.20 Deferred income

Audit reclassifications were again propased to properly split deferred income inta current and non-current {refer
to note 2.7).

1.21 Long-term trade payables

As in previous year, a reclassification was passed with respect to Bonnici Bres, Limited's balance as at year-end
to correctly show the shart-term and long-term portion separately (refer to note 2.8).

1.22  Apnual Government allecation

The annual financial allocation was correctly accounted during the year.

1.23  Variances between budgets and actuals

As in previous year, a significant difference arose between the actual expenses for contractual services incurred
and the budgeted expenses (refer to note 2.16).

2 Management letter points for this period

2.1 Gasan Mamo legal case

A court case initiated by Gasan Mama Insurance Limited was decided against the Local Council on 30 September
2015, The Council had to pay €3,673 for damages, together with expenses and interest as from 22 February
2010. This amaunt was not recognised as a liability in the Local Council’s books. An audit adjustment was not
proposed, since amount is not material {refer to note 2.13).

In addition, a court case initiated by Xuereb Bros Ltd was decided against the Local Council on 15 February 2017,
The Council was ordered to pay its former waste collection contractor €13,500 (AR 02/2016] by way of balances
due in terms af the contract. This amount was not recognised as a liability in the Local Council's books. An audit
adjustment was proposed and passed (refer to note 2.14).

2.2 Salaries reconciliation

& difference of €66.92 arose between the salaries as per accounts and the amounts as per FSS forms, as shown
in the wages reconciliation below:
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€
Gross Salaries as per FS7/ FS55 111,429.00
1/2 the total social security as per FS7/ F55s 7/473.38
Makernity fund contributions as per FS7/ FShs 211.70
Total wage for pericd as per F57f FS5s ) 119,114.08
Employees’ salaries 68,615.00
Executive secretary salaries 22,625.00
Mayor's allowance 8,670.00
Councillors” allowance 7,040.00

MI 9,544.00
As per accounts 116,494.00
Add Opening accruals 5,847.00
Less Closing accruals (3,160.007
119,181.00

Difference S— 66.52

Since the difference is not material, an audit adjustment was not proposed (refer to note 2.13),

We recommend that the Council performs such reconciliation and passes the necessary adjustments before the
accounts are approved for the audit,

2.3 Pre-regional LES debtors

When testing LES debtors as at year-end, we noted that the debtors balance and the respective prowvision an
such balance as per accounts were not showing the actual balance receivable as per LES report. The repart
generated by Loqus (Datatrak) as at 31 Decemnber 2016 indicated that the balance due to the Council from pre-
regional LES amounted to €54,737. However, the Council has incorrectly recorded an amount of €59,076. We
have proposed an audit adjustment of €4,339 (AA 01/2016) to correctly present LES debtors as at the end of
year and this was approved and passed. A further audit adjustment of €4,339 was proposed to fully pravide for
the LES dehtors’ balance as at period-end. This was also reflected correctly in the audited financial statements
{refer to note 2.14).

We recommend the Council to obtain the Loqus report and pass the necessary adjustments before the accounts
are approved for the audit.

2.4 Prepayments

While testing prepayments, we noticed that the insurance and rent prepayments were overstated by €125 each.
Since these differences are not material, an adjustment was not proposed (refer to note 2.13),

2.5 Amount receivable from Water Services Corporation

As at year-end, the averdue balance receivable from Water Services Corporation (WSC) amounted to €27,120.
Mo payment was received during 2016 relating to old balances.

4
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We recommend that this matter is followed up with urgently WSC for payment and is possibly referred to the
DLG for collection in line with the agreement made by WSC and DLG some years aga.

2.6 Trade payables

During our testing an trade payables, three trade payables were selected for testing, being Ganaja, Philip Agius
B Sons Lid and Waste Services Limited. The Lecal Council did not provide us with any of the selected suppliers’
statements or recant reconciliations.  Alternative testing was carried out.

While we acknowledge that a number of creditors do not prepare statements and duly malke them available, we
strongly suggest that a periodical exercise that confirms creditor balances is still performed.

Creditor reconciliations are an essential element of a good internal control system. They can assist in enhancing
the internal control system of the Local Council while also ensuring that the supplier balances reflected in the
accounts are accurate,

2.7 Deferred income

During our testing on the deferred income on several grants, we noted that the apportionment of deferred
income between short-term and long-term is being calculated using the straight line method, rather than the
reducing balance method, In this respect, a reclassification of €7,810 (RECL 01/2016) was proposed and passed
in the Council's financial statements to correctly valuate the deferred income of various grants (refer to note
2.15),

Moreover, we have noted that the payment for 2016 was not paid and we have been advised that this will be
settled with the 2017 payment. This resulted in a higher liability. We recammend that mutual agreements are
not breached and payments are made when due.

Also when testing pre-2014 grants, we have noticed that the amount of €1,042 was understated when charging
the portion to the profit and loss account. This amount is not material, and so no audit adjustment was passed
{refer to list of unadjusted errors in nate 2.13).

While testing the reversal of the deferred income regarding prior year 2014, there was a difference of €46
between the workings provided by the Local Council and the audit calculations. Since difference is not material,
an adjustment was not passed {refer to note 2.13),

2.8 Long-term trade payables

A reclassification was passed with respect to Bonnici Bros. Limited's balance as at year-end to correctly classify
the short-term and long-term portions. Before reclassifying, shortterm payables were overstated by €16,283
(RECL 02/2016) while the long-term payables were understated by the same amount {refer ta note 2.15).

We recommend that such year-end reclassifications are passed by the Council befare the accounts are approved
for the audit.

2.9 Accruals
While testing accruals, we noticed that the tipping fees accrual for the year were averstated by €429,

Since such difference is not material, an adjustment was not propased (refer to note 2.13).

(851
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2,10 Going concern

As at year-end, the Council had current liabilities of €268,151 and current assels of €180,252, The Council
reported a surplus for the year of €86,863,

Although this shows an improvement from last year, this information may indicate that there are doubts
regarding the ability to continue as a going concern. We have included an emphasis of matter paragraph in our
auditors” report.

2.11 Financial Situation Indicator

The Council’s Financial Situation Indicator (FS1) at the end of the financial year is a negative 9.44%, which is
less than the minimum positive balance of ten percent benchmark.

Details C |
Current Assels 150,252
Iess commitled current assets (57.844)
Net Current Assels - . 122,408
| Non-Current Liabilities 685,326 |
Current Liabilities 264,151
Total Liabilities 953,477
Less LT balance payable under PPP scheme (71,549
Less long-term delerred income 3 (613,477)
Less short-term delerred income (75,023)
Net Liabilities i - 193,128
Net Current Assets less Net Liabilities (70,720)
Government Allocation 749,219 |
FSI _ -9.44 %

The Executive Secretary is bound to maintain a positive balance and the FSI must not be less than ten percent
of the allacation approved in terms of section 55 of the Local Councils Act. The Regulations also state that the
Executive Secretary must immediately natify the DLG when the FSI falls below ten percent.

2.12  Other debtar
The Council's accounts included €8,269 as an amount receivable from grants which has been long due since
2012 and 2013. The Local Council confirmed that such balance is not recoverable and an adjustment was

propased, approved by the Council, and passed (AA03/2016) to write off this amount (refer to note 2.14),

We recommend that irrecoverable balances are written off by the Council before the accounts are approved for
the audit.
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2.13  List of unadjusted errors

During the audit, we noted the following misstatements of a non-material nature, both in aggregate and
individually, with a net effect on income of €4,423. Refer to the details below:

Dr Insurance expense €125
Cr Prepaymeants €125
Being overstatement of insurance prepayment — note 2.4

Dr Rent payable €125
Cr Prepayments €125
Being understatement of rent payable on Councils premisas — note 2.4

Dr FSS control account €67
Cr Wages €67
Being overstatement of wages — note 2.7

Or Accruals €429
Cr Tipping fees €429
Being aver-accrual of WasteSary fipping fees — note 2.9

Dr Revenue £€1,042
Cr Long-term deferred income €1,042
Heing understatement of deferred income — note 2.7

Dr Long-term deferred income €46
Cr Revenue €46
Being overstatement of deferred income — note 2.7

Or Expense €3,673
Cr Other payables €3,673
Baing fabiity regarding Gasan Mamo case not recogiized — note 2.1

2,14  Audit adjustments
Below is a list of the audit adjustments proposed and passed during the audit:

AR O1f2016 Dr Contraventions €4,339
Cr LES debtors €4,339
Being overstaterment of LES delitors as per LES report — note 2.3

Dr Provision for LES debtors (B/S) €4,339
Cr Decrease in provision of LES debtors (PYL) €4 339
feing decrease in LES debtfors - note 2.3

AA 022016 Dr Refuse collection expense €£13,500
Cr Accruals €13,500
Being court case jatiated by Xvereb Bros Lid decided against the Council iin 2017 — note 2.1
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AA 032016 Dr Bad debts written off £€8,269
Cr Other debtors €8,269
Being write-off of irecoverable balance — nofe 2.12

2.15 Reclassifications

Below is a list of the reclassifications propesed and passed during the audit:

RECL 01/2016 Dr Short-term deferred income €7,510
Cr Long-term deferred income €7,B10
Being difference in apportionment of deferred jncome using the reducing balance method —
ticte 2.7
RECL 0272016 Dr Creditors control account £16,283
Cr Long-term PPP payables €16,283

Being reclassification of Bonnici Bras. Limited s balance from short to long-term — note 2.8
2.16 Variances between budgets and actuals
When testing budgeted expenses with actual costs incurred, we noted the following variances:

Actual expenditure Budgeted expenditure Variance

Personal emoluments €116,494 €07,005 £19,489
Repairs and upkeep €61,748 €82,000 {€20,252)
Administration and ather

expenditure €340,051 €360, 788 (€20,737)

We recommend that the budget is prepared in greater detail so that we would be able to compare the individual
expenses not separately. In view of the above variances, we also recommend the Council to prepare budgets
that eventually result being more close to actual costs.

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 designed primarily far the purpose of expressing our opinion on the
financial statements of the Local Council. In consequence, our work did not encompass a detailed review of all
aspects of the system and cannot be relied upon necessarily to disclose defalcations or other irregularities or to
include all passible improverments in internal control that a more extensive special examination right develap.

We would alsa like to take this opportunity to thank the Mayar, Executive Secretary and Local Council staff for
their help during the course of our audit.
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Financial Statements for the year ended 31 December 2016

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

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

The Executive Secretary is responsible to maintain a continuous internal control to ascertain that
the accounting, recording and other financial operations are properly conducted in accordance
with the Local Councils Act, Local Council (Financial) Regulations, and the Local Councils
{Financial) Procedures. The Execulive Secretary is also responsible for safeguarding the assets
of the Local Council and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

This statement was approved by the Council on 26" April 2017 and signed on its behalf by:

. f Keith Galea
Mayor ' Executive Secretary
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REPORT OF THE LOCAL GOVERNMENT AUDITORS ON THE SIGGIEWI LOCAL COUNCIL
TO THE AUDITOR GENERAL

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Siggiewi Local Council, set out on pages 6 to 29, which
comprise the Stalement of Financial Position as at 31 December 2016, and the statement of Profit or
Loss and Othar Comprehensive Income, Slatemeant of Changes in Equily and Statemenl of Cash Flows
siatement for the year then ended, and notes to the financial statements, including a summary af
signilican! accounting palicies.

In pur opinion, the accompanying financial statements give a true and fair view of the statement of
financial position of Siggiewi Local Council as at 31 Decamber 2016, and of its financial performance and
its cash flaws lor the year then ended in aocordance with Intemnational Financial Reporting Standards as
adopted by the EL.

Basis for Opinion

We conductec our audit in accordance with [International Standards on Auditing (ISAs). Our
responsibililies under those slandards are further described in the Auditor's Respaonsibilities far the Auait
of the Financial Statemeants saction of our report, We are independent of the entily in accardance wilh the
International Ethics Standards Beara for Accountants’ Code of Ethics for Professional Accountants
{IESBEA Code) together with the ethical reqguirements that are relevant to our audit of the financial
stalamenls in accordance with the Accounlancy Prodession [Code of Ethics for Warrant Holders)
Directive issued in terms of the Accountancy Profession Act {Cap. 281} in Malta, and we have fulfilled our
othar ethical responsibilities in accordance with these requirements and the |[ESBA Code. We belisva
that the audit evidence we have abtained is sufficien! and apprapriate 1o provide a basis for our opinion.

lMaterial Uncertainty Relating to Going Concern

Withaut qualifying our opinion, we draw allention 1o the Council's Stalement of Financial Paosition on
page 7 which shows that at 31 December 2016 the Council's current liabilities exceedaed currenl assets
by £87.899. The significance of this imbalance casts doubt as to whether the Council will be able to meet
its liabilities as thay fall due.

As explained in note 2 to these financial statements, the going concern assumption undarlying the
preparation of these financial statements is dependent on the Council having sources of funds other than
the annual financial allocation it receives Trom Government, and on the continued support of the
Council's creditars. If these assumptions do not materialize, the Council will nol be able o meel its
financial ebligations as they fall due without curtailing its future commitments.

Responsibilities of the Executive Secretary

The Executive Secretary is respansible for the preparation of the tinancial statements that give a true and
fair view in accordance with International Financial Reparling Slandards, as adopled by the EU, and Tor
such internal control as the Executive Secretary determine is necessary to enable tha preparation of
tinancial statements that are free fram material misstatement, whether due to fraud or arror,

In preparing the financial statements, the Exccutive Sacrelary is responsible for assessing the enlity's
ability to continue as a gaing concern, disclesing, as applicable, matters related to going concern and
using the gaing concern basis of accounting unless the entity is intended to be liquidated or to cease
operations, or has no raalistic alternativa but lo do so.
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REFPORT OF THE LOCAL GOVERNMENT AUDITORS ON THE SIGGIEWI LOCAL COUNCIL TO THE
AUDITOR GENERAL (continued)

Auditor's Responsibilities for the Audit of the Financial Statements

Cur objectives are ta abtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an audilor's report that
includes our opinion,

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 1SAs will always detect 2 material misstatemeant when it exists. Misstaterments can arise
fram fraud or errar and are considerad material if, individually or in the aggregale. they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with 15As, we exercise professional judgment and maintain
professional sceplicism throughout the audit, We also.

—  |dentify and assess the risks of material misstatement of the financial statements, whether due lo

fraud ar error,
Design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our apinion. The risk of not detecling & material
misstaternant resulling from fraud is higher than for one resulling from errar, as fraud may invalve
collusion, fargery, intentional omissions, misrepresentations. or the override of internal control.

—  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures thal are appropriate in the circumstancas, but not for the purpose of expressing an
apinien on the effectivanass of the
Entity's internal central.

—  Ewaluale lhe appropriatenass of accounting policies used and the reasonableness of accounting

estimaies and relaled disclosures made by the Execulive Sacretary.
Conclude on the appropriateness of the Executive Secretary’s use of the going concern basis of
accounting and based on the audil evidence abtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt an the Entity’s ahility 1o continue as
a going concern. If we conclude that a material uncertainly exists, we are required to draw
altention in our auditor's report to the related disclosures in the financial stalements or, it such
disclosures are inadequate, to maodify our opinion. Our conclusions are based on the audit
evidence obtained up o the date of our auditor's reporl. However, future events or conditions may
cause the entity to cease to conlinue as a going cancern.

—  Ewvaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Report on Other Legal and Regulatory Requirements

In our opinion, the financial stalements comply fully with the Local Councils Act, the Financial
Regulations issued in terms of this Act and the Local Council (Financial) Procedures.

3

M%uﬂ?sﬁagna

For and ar’behalf of

MNexia BT

Certified Public Accountants

The Penthouse, Suite 2

Capital Business Centre, Entrance C
Trig taz-Zwejt

San Gwann SGN 3000

Malta

Date: 26 April 2017



Siggiewi Local Council

Annual Financial Report

Statement of Profit or Loss and Other Comprehensive Income

far the year ended 31 December 2016

Income

Funds received from central government
Income raised from Bye-Laws

Logal Enlorcemant Income

Investmant Incame

Caaneral Income

Expenditure

Personal emalumants
Oparations and mainlenance
Administration and ather expendifure

Surplus/({Deficit) for the year

Total Comprehensive Income ! (Loss)

Motes

=~ &1

w3 0

10
11
12

2016 2015 2015

{as previously

{as restated) stated)

Euro Euro Euro
7B5.6349 TTB B892 78692
12,446 18,537 18,537
2,244 10,442 10,442

70 154 154
111,672 11,466 11,466
o2 07 815,291 219,251
(116,494) {117.005) {117,005}
(348,663 (403,853) {403,853
(340.051) (329,952 {311,288}
{805, 208) i850,810) {832.146)
86,863 (31,519 (12.855)
BE6,863 {31,519} i12.855)

3



Siggiewi Local Council Annual Financial Report

Statement of Financial Position
as at 31 December 2016

MNotes 2016 2015 2015
{as previously
{As restated) stated)
Assets Euro Euro Euro
Mon-current Assets
Praperty, Plant and Equipment 13 2171108 1,946,384 2,075,042
Current Assets
Receivables 14 G1,835 B4 616 64,616
Cash and Cash Equivalents 15 88,417 111,710 93,079
180,252 176,326 157,695
Total assets 2,351,360 2122710 2232737 _
Reserves and Liabilities
Reserves
Retained Funds 1,397,883 1,311,020 1.439.678
Non-current Liabilities
Trade payables 16 71,844 36,553 36,553
Deterred Income 16 B13.477 B8, 141 608,141
685,326 Gdd, Bad Gdd (o4
Current Liabilities
Bank balances overdrawn 15 24,394 18,631
Payables 16 243,757 148,365 148,365
262,151 166,396 148,365
Total Liabilities 953,477 - 211,690 793,059
Total reserves and liahilities 2,351,360 2122710 2,232,737

The financial statements were approved by the Council on the 26" April 2017 and were signed
on its behalf by:

DrKarol Aguilina

Mayar Executive Secretary



Siggiewi Local Council

Statement of Changes in Equity
for the year ended 31 December 2016

Balance at 1 January 2015 as restated

Deficit for the year as restaled
Total Comprehansive loss

Balance at 31 December 2015 as restated

Ealance at 31 December 2015 as previously stated

Priar yvear adjustment

Ealance at 1 January 2016

Surplus for the year
Total Comprahensive income

Balance at 31 December 2016

Annual Financial Repaort

Motes

Retained
Funds

Euro

1,342,638

(31.519)

i

i31.519)

1,439,678

(128 E58)

1,311,020

86,563
86,863

1,397,683

]



Siggiewi Local Council

Statement of Cash Flows
for the year ended 31 December 2016

Cash flow from operating activities
Surplus/(Deficil) Tor the year
Adjustments for:

Depreciation
Interest receivable

Movement in payables

Movemenl in receivables

Cash generated lrom aperalions

MNet cash from operating aclivities

Cash flows from investing activities
Purchase of property, plant and equipment
Interest received

Mel cash used in investing activities

Cash flows from financing activities

Movement in long-term payables
MNef cash from fnancing activites

Movement in cash and cash equivalents

Cash and cash equivalents al beginning of year
Cash and cash equivalents at end of year

Notes

15

Annual Financial Report

2016 2015 2016

{as previously

(as restated) stated)

Euro Euro Euro
£6.863 (31,519 {12,855
190,282 122,657 103,993
70 (154) [154)
277,075 90,584 90,984
98,568 {9.294) {9,294)
(27.219) 8,389 8389
348,424 40,074 90,079
348,424 an,0va 50,075
[415,0086) [382,705) (382,705
70 154 154

{414,936) (382,551) (382,551}

37,456 183,976 183,976
37 456 183,976 183.976
(29,056) (108,496) {108,496)
93,079 201,575 201575
64,023 93.079 93,074




Siggiewi Local Council Annual Financial Repart

Notes to the Financial Statemenis
for the year ended 31 December 2016

1. General Information

The Siggiewi Local Council is a local government set up by the Local Councils Act, 1993, The
office of the Council iz situated at Siggiewi Civic Cenlre - 18, Fjazza San Nikola, Siggiew!. The
Local Council's presentalion ag well as the functional currency are denominated in € The
financial statements were authorised for issue by the Council on the 26" April 2017, Siggiewi
Local Council prepares the financial statements on a yearly basis from 1st January to 31st
December.

2. Going concern

At the statement of financial position date, the current liabilities of the Local Council exceed its
current assets by €87,899. These financial statements have been prepared on a going concern
basis, which assumes that the Central Government will continue to provide support to the Local

Council in the foreseeable future.

3. Reporting procedures

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

Accounting Convention

These Financial Statements have been drawn up in accordance with the accounting policies and
reporling procedures prescribed for Local Councils in the Financial Regulations issued by the
Minister of Finance in Conjunction with the Minister Responsible for Local Government in terms
of section 67 of the Local Councils Act {Cap 363).

These financial Statements are prepared under the historical cost Convention, as modified to
include fair values where it is stated in the accounting policies below. These financial statemenls
are prepared in accordance with the provisions of the local councils act (Cap 363), the Financial
Regulations issued in terms of this act and the Local councils {Financial) Procedures 1996
enacted in Malta and with the reguirements of the international reporting standards.

MNew and revised standards that are effective for annual periods beginning on or after 1
January 2016.

A number of new and revised standard are effective for annual periods beginning on or after 1
January 2016. Information on these new slandards is presented below.

= Amendments to IFRS 11 in respect of Accounting for Acquisitions of Interest in Joint
Operations which will be effective for accounting years beginning on or after 1 January
2016.

«  Amendments to 1AS 16 and I1AS 38 in respect of Clarification of Acceptable Methods of
Depreciation and Amortisation which will be effective for accounting years beginning on
or after 1 January 2016,

«  Amendments to 1AS 16 and IAS 41 in respect of Bearer Plants which will be effective for
accounting years beginning on or after 1 January 2016.

« Amendments to I1AS 27 to allow entities to use the equity method to account for
investments in subsidiaries, joint venlures and associates which will be effective for
accounting years beginning 1 January 2016.

111



Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements
For the year ended 31 December 2016

3. Reporting Procedures (Continued)

Mew and revised standards that are effective for annual periods beginning on or after 1
January 2016 {Continued)

IFRS 5 Mon-current Assets Held for Sale and Discontinued Operations, IFRS 7 Financial
Instruments: Disclosures, IAS 19 Employee Benefits and IAS 34 Interim Financial
Reporting - Annual improvements to IFRSs 2012-2014 Cycle (applicable for financial
year beginning in or after 1 January 2016)

IFRS 12 Disclosure of Interests in Other Entities - Investment Entities: Applying the
Consolidation Exception: Marrow-scope amendments to IFRS 10, IFRS 12 and |AS 28
introduce clarifications to the requirements when accounting for investment entities.
Amendments to IAS 1 in respect of determining what information to disclose in annual
financial statements which will be effective for accounting years beginning on or after 1
January 2016.

Standards, amendments and interpretations to existing standards that are not yet
effective and have not been adopted early by the council.

Al the date of authorisation of these financial statements, the following Standards and
Interpretations which have not been applied in these financial statements, were in issue but not
yet effective for the period presented:

|AS 7 in respect of Disclosure Initiative which will be effective for the accounting years
beginning on or after 1 January 2017,

1A5 12 in respect of Deferred Tax Assels for Unrealised Losses which will be effective for
the accounting years beginning on or after 1 January 2017,

IFRS 15 in respect of Revenue from Contracts with Customers which will be effective for
accounting years beginning on or after 1 January 2018.

IFRS 8 in respect of Financial Instruments which will be effective for the accounting years
beginning on or after 1 January 2018.

IFRS 2 in respect of Classification and Measurement of Share-based Payment
Transactions which will be effective for the accounting years beginning on or after 1
January 2018,

IFRS 16 in respect of Leases which will be effective for the accounting years beginning
on or after 1 January 2019,

IFRS 10 and IAS 28 in respect of Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture, for which the effective accounting year is still to be
determined.



Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements
for the year ended 31 December 2016 «eeemmcONtinued

4. Accounting policies
Income recognition

Income in general is stated when there is reasonable certainty that the income would be
receivable and thus can be accrued for, Other income such as that derived from the organisation
of courses, cultural, sporting and social activities is only recognised on a cash basis.

During 2016 the amount disclosed in the financial statements under Local Enforcement Income
represents the share of profit derived from the administrative fee of 10% that is chargeable o the
respective Regional Committees for contraventions paid at the Council. However as from 1st
October, the Administrative fee will no longer be sent to the Regional committees but to Local
Enforcement System Agency (LESA). This change is nol expecled to impact the operations of
the Local Council,

Property, plant and equipment

Freehold land is not depreciated, Furniture and equipment are stated al cosl less accumulated
depreciation and accumulated impairment losses.

Diepreciation is recognised so as lo wrile off the cost or valuation of assets (other than freghold
land and properties under construction) less their residual values over their useful lives, using the
reducing balance method. The estimated useful lives, residual values and depreciation method
are renewed at the end of each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of properly, plant and equipment is derecognised upon disposal or when no fulure
economic benefits are expected to arise from the continued use of the assel. Any gain or loss
arising on the disposal or retirement of an item of property and equipment is determined as the
difference between the sales proceeds and the carrying amounts of the asset and is recognised
in the statement of comprehensive income.

Tangible fixed assels are staled at cost less accumulated depreciation and grants received for
specific projects. Depreciation is calculated on a yearly basis using the reducing balance method
at rates estimated to write down the cost of all tangible fixed assets, other than land and trees
over their expected useful lives as follows:

Rates in %
Land 0
Trees 0
Buildings 1
Office Furniture and Fittings 7.5
Construction Works 10
Urban Improvements (Street Furniture) 10
Special Projects 10
Office Equipment 20
Motor Vehicles 20
Flant and Machinery 20
Computer Equipment 25
Flants 100
Flayground furniture 100



Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements
for the year ended 31 December 2016 weenCONtinued

4. Accounting policies (Continued)
Property. plant and equipment {Continued)

Certain depreciation rates such as those of plants, playground equipment and street lighting had
their depreciation rate changed from 10% to 100% in October 2002 by virtue of Legal Notice 323
of 2002. Litter bins and street signs are treated on replacement basis as per memo 121/2011.

Related Parties

Related parties are those persons or bodies of persons having relationships with the council as
defined in 1AS 24, During the year under review, the Local Council's related party that exercises
a significant control was the Department for Local Government.

Impairment of Assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually
for impairment. Assets thal are subject to amortisation or depreciation are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount by which the carrying
amount of the asset exceeds its recoverable amount. The recoverable amount is the higher of
the fair value of the asset less cost to sell and the value in use. Impairment losses are
immediately recognised as an expense in the Statement of Comprehensive Income.

Receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment. A provision for impairment
is established when there is objective evidence that the Council will not be able to collect all
amounts receivable.

Significant financial difficulties of the counterparty, probability that the counterparty will enter
bankruptcy or financial recrganisation, and default in payments are considered as indicators that
the amount 1o be received is impaired. Once a financial asset or group of similar financial assets
has been wrillen down as a result of an impairment loss, interest income is recognised using the
rate of interest used lo discount the future cash flows for the purpose of measuring the
impairment loss. The amount of the provision is recognised in the Statement of Income and
Expenditure,

Payables and borrowings

Payable and borrowing costs are recognised as an expense in the period in which they are
incurred. Amounts payable comprise creditor payments, that is, the amounts payable for the
procurement of supplies and services. When an invoice or reques! for payment is received from
a supplier, this is checked to the purchase order previously issued or the service contract, before
payment is released in favour of any vendor. All cheque payments are signed by the Mayor and
Executive Secretary and then reconciled with the bank statements on a monthly basis.



Siggiewi Local Council Annual Financial Report

Notes to the Financial Statements
for the year ended 31 December 2016 voweCONtinued

4. Accounting policies (Continued)
Borrowing costs

Borrowing costs directly atiributable to the acquisition, construction or production of gualifying
assets, which are assets that necessarily take a substantial period of time to get ready tor their
intended use or sale, are added to the cost of those assets, until such time as the assels are
substantially ready for the intended use or sale.

All other borrowing costs are recognised in the slatement of comprehensive income in the period
in which they are incurred.

Government grants

Government grants are not recognised until there is reasonable assurance that the Council will
comply with the conditions attaching to them and that the grants will be received.

Government grants are recognised in the Statement of Comprehensive Income on a systematic
basis over the periods in which the Council recognises as expenses the related costs for which
the granls are intended to compensate, in line with the Office Local Council Depariment based
on [AS 20.

Specifically, government grants whose primary condition is that the Council should purchase,
construct or otherwise acquire non-current assets are recognised as deferred income in the
staterment of financial position and transferred to the Statement of Comprehensive Income on a
systematic and rational basis over the useful lives of the related assels.

Foreign currencies

ltems included in the Financial Statements are measured using the currency of the primary
economic environment in which the Local Council operates. These Financial Slatemenls are
presented in Euro which is the Council's functional and present currency.

Surplus and deficits

Only surpluses that were realised at the dale of the Statement of Financial Position are
recognised in these Financial Statements. All foreseeable liabilities and potential deficits arising
up to the said dale are accounted for even if they become apparent between the said date and
the date on which the Financial Statements are approved.

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

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



Siggiewi Local Council Annual Financial Report

MNotes to the Financial Statements
for the year ended 31 December 2016 ceennCOntinued

4. Accounting policies (Continued)
Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires council members 1o
make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses. Use of available information and
application of judgement are inherent in making estimates. Actual results in future could differ
from such estimates and the differences may be material to the financial statements. The
estimates and underlying assumptions are reviewed on an ongoing basis, Revisions to
accounting estimates are recognised in the year in which the estimate is revised if the revision
affects only that year, or in the year of revision and future years if the revision affects both
current and future years.

In the opinion of the council members, the accounting estimates and judgements made in the
course ol preparing these financial statements are not difficult, subjective or complex to a
degree which would warrant their description as critical in terms of the requirements of |AS 1
{revised).

Capital management policies and procedures

The councils Capital consists of its net assets, including working capital, represented by its
retained funds. The council’s management objective are to ensure the councils ability to
continue as a going concern is still valid and that the council maintains a positive working
capital ratio. To achieve this, the council carries out a quarterly review of the working capital
ratio {financial situation indicator). This ratio was positive at the reporting date. The council also
uses budgets and business plans to set its strategy to optimise its use of available funds and
implement its commitments to the locality.

Financial Instruments

Financial assets and financial liabilities are recognised when the Council becomes a party to the
contractual provisions of the financial instrument. Financial assets are derecognised when the
cantractual rights to the cash flows from the financial asset expire. or when the financial aszet
and all substantial risks and rewards are transferred. A financial liability is derecognised when it
is extinguished, discharged, cancelled or expires.

Financia! assets and financial liabilities are measured initially at fair value plus transactions
costs. They are measured subsequently as described below.

Financial assets

For the purpose of subsequent measurement, financial assets of the council are classified into
loans and receivables upon initial recognition.

Receivables are subject to review for impairment at least at each reporting date. Financial
assets are impaired when there is any objective evidence that a financial asset or a group of
financial assets is impaired. Different criteria to determine impairment are applied for each
category of financial assels, which are described below. All income and expenses relating to
loans and receivables are presented within 'finance income' or ‘finance costs', except for
impairment of receivables which is presented within ‘administration and other expenditure’.



Siggiewi Local Gouncil Annual Financial Report

Notes to the Financial Statements
for the year ended 31 December 2016 veweeencontinued

4, Accounting policies (Continued)

Financial assets (Continued)

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. AHer inilial recognition these are measured at
amortised cost using the effective interest method, less provision for impairment. Discounting is
omitted where the effect of discounting is immaterial. The council's other receivables fall into
this category of financial instruments.

Individually significant receivables are considered for impairment when they are pasl due or
when other objective evidence is received that a specific counterparty will default. Receivables
that are not considered to be individually impaired are reviewed for impairment in groups, which
are determined by reference to the industry and region of counterparty and other available
features of shared credit risk characteristics. The percentage of the write down is then based on
recent historical counterparty default rates for each identified group.

Financial liabilities

The council's financial liabilities include other payables. These are stated at their nominal
amount which iz a reasonable approximation of fair value. Al interest-related charges are
included within 'finance costs’,

Prior Year Adjustment

The comparative Statement of Financial Position and Statement of Changes in Equity were
restated to correct accumulated depreciation in respect to Property. Plant and Egquipment
amounting to €128,658. This agrees fo the new fixed asset register working approved by the
council,

Effect on 2015:

As previously Movement As restated
stated
Retained Funds as at 1 1,452 533 {109,994} 1,342,530
January 2015
Deficit for the year ended 31 (12,855) {18,664} (31.,519)
December 2015
Property. Plant and Equipment 2,075,042 (128, 658) 1,946, 384

The movement of €128,658 in the Property., Plant and Equipment is comprised in the
restatement of the following balances:

€
Grants and other reimbursements 2,959
Depreciation as at 1 January 2015 107,035
Depreciation charge for the year 2015 18,604

128,658

10



Siggiewi Local Council

MNotes to the Financial Statements
for the year ended 31 December 2016

5. Funds received from central government

In tarms of section 55 of the Lecal Councils Act (Cap 363)
Supplementary Governmenl lncome

6. Income raised from Bye-Laws

Inceme raised under Local Council Bye-Laws

7. Local Enforcement Income

Income from Contraventions
Cwvarstatemeant aof LES debtors
Regional Committees

Annual Financial Report

veeeenContinued
2016 2015
Euro Euro
749 219 7ehaaz
16,420 52,760
765,639 778,692
2016 2015
Euro Euro
12,446 18,537
2016 2015
Euro Euro
341 -
(4,338) -
6.242 10,442
2,244 10,442



Siggiewi Local Council

Motes to the Financial Statements
for the year ended 31 December 2016

8. Investment Income

Bank interest

9. General Income

Income from athar aclivilies
Income from lender documents
Contributions

Beleasa ol Delerrad Incame
Oither Incorne

10. Personal Emoluments

Mayors allowance

Executive Secretary's salary
Employeas’ wanges and salarias
Councillors’ allowances

Sacial Security Contributions

Annual Financial Heport

veoeeeCONtinued
2016 2015
Euro Euro
70 154
2016 2015
Euro Euro
14,3086 B,152
150 1,950
: 3,364

75,104

22112 "
111,672 11,466
2016 2015
Euro Eura
8670 12,173
22 625 30,343
BE.E15 50,886
7,040 7.200
9,544 6,403
116,494 117,005




Siggiewi Local Council

Motes to the Financial Statements
for the year ended 31 December 2016

11. Operations and Maintenance

Repairs and upkeep:

Road and strest pavements (Patching works)
Walkways

Strest signs

Road Markings

Contractual services:

Refuse collection {including bins on wheels)

Bulky refuse cellection {including open skips)

Road and Street Cleaning (mechanical and marual)
Cleaning and kaintenance of Non-Urban Roads

Cleaning and Maintenance of Public Conveniences
Cleaning and Maintenance of Parks and Gardens
Cleaning and Maintenance of Beaches & Calchmenl Areas
Street Lighting

Local Enforcement Expenses

Annual Financial Report

veeeenCONtIiNUEd
2016 2015
Euro Euro
h2 474 70,817
2,107 38,3440
6,270 13,952
897 -
61,748 123,104
65,804 50,912
73,6584 65,513
28,548 49,397
47,810 49,158
9,390 6,784
28,831 31,403
- 1.115
14,719 16,585
17,729 9,873
286,915 280,744
348,663 403 853

14



Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements

for the year ended 31 December 2016 veeneencontinued
2016 2015 2015
(as
previously
(as restated) stated)
Euro Euro Eura

12. Administration and other expenditure

Litililies 12176 12,933 12,933
Olher repairs and upkeep 14,335 13,228 13,228
Renl 3,185 3,320 3,320
Mational and International Memberships 735 82 52
Olfice Services 9.628 30,578 30978
Transport 1.456 5,786 5,786
Informaltion Services 6,510 11133 11,133
Olher contractual services 9,978 9,807 9807
Professional services 35610 43 365 48 365
Community and hospitality 228 389 385
Social events 3,610 6,872 6.872
Cultural events 47,620 B0.370 B0.A70
Bad debts written off 8269 - -
iDecrease)/Increase in Provision for Bad Debls (3.881) 3,932 34932
Depreciation 190,282 122 657 103.953
340,051 329,952 311,288

201
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Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements

for the year ended 31 December 2016 weu-moCOntinued
2016 2015
Euro Euro

14a. Receivables

Trade receivables 30,370 31,638
Pravision for doubtful debts [458) {1.560)
LES 54,737 58,076
LES Provision {94,737] (59.076)
Oithar receivables - 8,269
Aoorued income 57,844 24 998
Advance paymenis io suppliers 5 5073
Financial Asset By.756 63,848
Frepayments 4,078 B 758

91,835 64 616

14b. Receivables

Trade Receivables are analysed as follows: 2016 2015
Euro Euro

Within Crecit Pariod B27 1.473
Exceedesd Credit Pariog 29,743 30,165
Provision for Doubtful Debts {458) i1.560)
28,m2 30.078

15. Cash and Cash Equivalents

Cash and cash equivalenls included in the cash flow statement comprise the following amounts in the Local
Council Staterment of Financial Position:

2016 2015
Euro Euro
Cash at bank 88417 111,710
Bank balances overdrawn {24,394 (18,631)
Cash and cash eguivalents af year-end 54,023 93.079



Siggiewi Local Council

Motes to the Financial Statements
for the year ended 31 December 2016

16. Payables
Current Liabilities
Trade payahles
Accruals

Other Payables
Detarred income

MNan-Current Liabifities
Defarred Income

Trade and Other Payables
Total Payables

Deferred Income

Balance at the beginning of the yaar
Increase

Released to Income

Balance at the end of the year

Shart-Term Deferred Income

Lang-Term Deferred Income

Annual Financial Report

veeewncontinued
2016 2015
Euro Euro
4182 87 Bod
28.366 17 608
66, 186 -
7hO23 42 903
243,757 148,365
B13.477 ala, 141
71,8449 36,553
E85,326 644 594
Euro Euro
651,044 459,262
112,560 211,564
{75.104] _ (19.782)
648,500 651,044
70,023 42 903
613,477 608,141




Siggiewi Local Council Annual Financial Repart

Notes to the Financial Statements
for the year ended 31 December20i6 .. continued

17. Capital Commitments

The council does not have any capital commitments which have been contracted for, but have
not been provided for in the financial statements as at 31 December 2016,

The council does not have any capital commitments which have been authorised by the council,
but have not yet been contracted for as at 31 December 201 6.

18. Contingent Liabilities

A contingent liability exists with Mr. Darmanin who is seeking compensation from the Siggiewi
Local Council of € 539.99 {fogether with conseguential expense and interest accruing on the
amount not paid from the 17" of June 2014 including legal fees.

Moreover, the council has a guarantes in favour of related parties amounting to € 3,000.
19. Post Balance Sheet Event

Cin B August 2018, Mr Keith Galea has been appointed as the Executive Secretary and Mr Michaolas
Baldacchino has resigned from his position.

20. Financial Risk Management

Financial assets include equity. other receivables and cash held at bank and in hand. Financial
lighilities include other payables and long-term borrowings.

The Council is exposed to a variety of financial risks: market risk, credit risk and liquidity risk.
The Council's overall risk management focuses on the unpredictability of financial markets and
seeks to minimise polential adverse effects on the Council's financial performance.

The Council adopts an overall risk management to maintain and control its exposures.
Market risk

i} Cash flow and fair value interest rate risk

As the Council has no interest-bearing assets, the Council’s income and operating cash flows
are independent of charges in market interest rates. Although the Council has borrowings issued
at fixed rates, the exposure to fair value interest rate risk is limited and ultimately endorsed by
Central Government,

ii) Credit Risk

Credit risk on amounts receivable is limited through the systematic monitoring of outstanding
balances and the presentation of debtors net of allowances for doubtful debts, where applicable,
Cash is placed with reputable banks.

25
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Motes to the Financial Statements
for the year ended 31 December 2016 ceeeeencontinued

20. Financial Risk Management - Continued

Credit risk arises ever increasing variances between the main council’s income, that provided by
Central Government, and the cost of its outsourced services which are mostly exposed to
commodity risks. Furthermore the huge reduction of other revenue from LES, lollowing ils
restructuring through central government, and Permits could well expose the Council even more
to credit issues unless lhis shortlall is recovered from other sources.

The maximum exposure to credit risk at the reporting date in respect of the financial assets
mentioned above is disclosed in the respective notes to the financial statements. Assets
recognised at the end of the reporting pericd and is summarised as follows;

Classes of Financial assets — Carrying Amounts 2016 2015
Euro Euro

Trade & Other Receivables (Mote 14) 87,756 63,848
Cash and Cash Equivalents (Note 15) 64,023 93.075
151,779 156,927

The Maximum Exposure to Credit Risk for Trade Receivables al the reporting Date, net of
impairment Insses, by type of customer is as follows:

Classes of Financial assets - Carrying Amounts 2016 2015
Euro Euro

Amount Invoiced Not yet Settled by Class:
Government Owned Entities 29,812 30,078
29,912 30.078

The council assesses the credit guality of its customers by taking into Account their Financial
Standing and past experience. The council considers the credit quality of its financial Assets as
being acceptable.

Included in the Councils Trade receivables there are no balances which are past due and which
have nol been pravided for.

2016 2015

Euro Euro

Current 582 1472

30 Days 44 -
60 Days 510

al Days 40 2a7

1204 Days 28.736 28,369

29,912 30,078




Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements
for the year ended 31 December 2016 e necontinued

20. Financial Risk Management - Continued

iii} Fafr Values
As at 31 December 2016, the carrying amounts of financial assets and liabilities were not
materially different from the carrying amounts.

il Liquidity risk

Management monitors liquidity risk by means of cash flow forecasts on the basis of expected
cash flows over a twelve-month period and ensures that no additional financing facilities are
expected to be required over the coming year.

2016
Less than 6 From6to From1to5 Morethan
months 12 months years 5 years
Fayables
74,182
Other Payables
66,186 -
Accruals
28,366 = -
2015
Less than 6 Fromb6to Fromi1to5 Morethan
months 12 months years 5 years
Payables
87.854 -
Accruals

17.608 - .

Fair Value Estimation

The nominal Values less Estimated Credit Adjustments of receivables and payables are
assumed to approximate their fair values, otherwise, these have been adjusted to
approximate their fair values.
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Notes to the Financial Statemenis
for the year ended 31 December 2016

20. Financial Risk Management - Continued

Summary of Financial Assets and Liabilities

veeeccontinued

The carrying amounts of the councils financial Assets and liabilities as recognised at the

reporting dates under review are categorised as follows:

2016 2015
Euro Euro
Current Assets
Receivables:
Trade ana Other Receivables By 756 53,548
Cash and Cash Eguivalenls B4, 023 93,079
161,775 156,927
Current Liabilities
Financial Liabilities measured at amortised Cost:
Payables 168,734 -
Olher Payables A6, 186 87,854
Acocruals 28,366 17,608
155,234 105,462

21. Related Party Transactions
Identity of Related Parties

All the Authorities set up by Central Government and all the entities which are owned by

Central Government are considered to be related parties to the Siggiewi Local Council.

The Siggiewi Local Council Has the following relaled parties exercising:

. Significant Control — as per Local Councils Act 1993, Department for Local

Government is the major and ultimate controlling related party.

II.  Joint control South Joint Committee for Local enforcement, South Regional

Committee

1. Mo Control— Malta Post, Courls of Justice, Waste Services Malta Ltd

The following were significant transactions Carried out by the Gouncil with related parties

having significant control

2016

Euro
Annual Financial Allocation 745,218
LES 2,244
Key Management Emoluments
Executive Secretary 22,625
Mayor Honararia 8670
Counciflars Allowance 7,040

2015
Euro

725,532

10,442

30,343
12,173
7,200
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Motes to the Financial Statements
for the year ended 31 December 2016 ceeneCONtiNUed
22. Comparatives

Certain comparatives have been restated in order to conform to the current year's
presentation.



