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3 May 2018

The Mavor and Executive Secrctary
Siggiewi Local Council
S1geiewl

Dear Sir'Mdadam,
AUDIT REPORT and FINANCIAL STATEMENTS
YEAR ENDING 31 DECEMBER 2017

In terms of Section P2.06 (¢.02) of the Local Councils (Audit) Procedures 2006, | am forwarding
a copy of the Audit Report and Financial Statements, together with the Management Letter for
the financial year ending 31 December 2017,

After seeking the Council’s approval, you arc 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 faithfully,
o

Tanya Mercieca
Aasst Auditor General

Encls.
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The Auditor General
National Audit Office,
Notre Dame Havelin,
Floriana. CMROZ

Dear Sir,

The Council discussed the Management Letter for the financial vear ended 31st
December 2017, during a meeting held on the 30th May 2018,

Please find hereunder the Council’s reply for vour kind consideration.

Preliminary Note

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

2 Management letter points for this period

2.1 Fixed assets

The depreciation charge ol urhan improvements was understated by €1,781. Since dillerence
is not material, an adjustment was not proposed (refer to list of unadjusted errors in note
2.13).

We are pleased to note that the lixed assets repister was correctly computed showing the
correct depreciation charge lor the vear.

Nothing to comment about ay the auditors noted that the charge for the year way computed
carrectly

2.2 Salaries reconciliation

A difference of €117 arose between the salaries us per accounts and the amounts as per FSS
forms.

We accept the recommendation from the auditors to review and reconcile the calculations
maore frequently. The misposting was between the same accounts related to the salaries and
wages therefore there was o misstatement,
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2.3 Pre-regional LES debtors

When testing LES debtors as al year-cnd, we noted that the debtors” halanee and the
respective provision on such balance as per accounts were not showing the actual balance
receivable as per LES report. The report pencrated by Loqus (Datatrak) as at 31 December
2017 indicated that the balance due 1o the Council from preregional LES amounted to
€34.621. Iowever, the Council has incorrectly recorded an amount of €34,737. Since
dilference is not material an audit adjustment of €116 was not proposed. Refor to list of
unadjusted crrors in note 2.13

We accept the recommendation from the auditors to review and reconcile the LIS Debtor
reports aguinst the Logqus report. The variance noted by the auditors was of €116.

2.4 Amount receivable from Water Services Corporation

As at year-end, the overdue balance receivable from Water Services Corporation (WSC)
amounted to €27.705. No payment was received during 2017 relating to old balances,

We recommend that this matier is followed up with WSO urgently for payment and 15
possibly referred to the DILG for collection in line with the apreement made by WSC and
DI.G somie vears ago.

The Executive Secretary initiated discussions with the CEQ of WSC who was not aware of
the amounts due to the council. Following these discussions WSC mentioned that any
amounts agreed upon and which are due fo the council would be seitled, however the
timefranie for such settlement was nof defined.

2.5 Trade payables

During our testing on trade pavables, seven trade pavahles were selected for testing. The
Local Council did not provide us with statements or recent reconciliations for two ol the
supplicers. these being Mario Mizzi Milord and Nexos Lighting Technology. Alternative
testing was carried out.

The balance pavahle to WasteSery Malla Limited was overstated by €2,255, when compared
(0 the supplier’s statement. The Executive Secretary did not provide us with an explanation ol
the differcence. Given thal the extrapolated error was not material, no adjustment was
proposed (refer to note 2.13).

While we acknowledge that a number of creditors do not prepare statements and duly make
them available, we strongly suggest that a periodical exercise that confirms creditor balances
is still performed.
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Creditor reconciliations are an essential element of a good mternal control system. They can
assist m enhancing the internal control system of the Local Council while also ensuring that
the supplier balances rellected 1n the accounts are accurate.

We accept the auditors note especially the fact that certain supplicrs are not always
Sfortlicoming with their statements, The council will emphlasize with suppliers the need for
regufar statements in order fo be able to condnct more effective creditors reconciliations.
Kindly refer to council’s reply for 2.7 in respect (o Wasteserv.

2.6 Deferred income

During our testing on the delerred income on several grants, we again 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 respecl, a
reclassification ol €9 148 (RECL 01/2017) was proposed and passed in the Council’s
linancial statements to correctly present the short-term and long-term portion (refer to note
2:15).

Also, when tesiing pre-2004 grants, we have noticed that the amount of €3.5327 was
understated when charging the portion 1o the profit and loss account. This amount is not
material, and 50 no audit adjustment was passed (refer to list of unadjusted emrors i note
13

The Council accepts the adjustment from the aaditors. The conncil also notes that the
complexity of the computation of the deferred income in relation to the several grants
should be overcome with the re-introduction of the capital approach freatment of these
Erints.

2.7 Accrued income

While testing the acerued income for civil works in connection with the rehabilitation ol the
playground (Bandli Project). we verilied that further funds amounting to €30,000 are going to
be received by DLG. Tlowever, this was nol passed in the books of accounts by the Council.
An adjustment AA 0122017 was proposed and passed (refer (o note 2.14).

This resulted in an understalement ol €2.866 in short-term  deferred  income and a
reclassification was proposed and passed to correctly show the apportionment of deferred
income between short-term and long-term (refer to note 2.15).

The Council accepts the adjustment proposed by the anditors and will ensure that any
known funding for projects are duly recorded in the books of the Council.
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Also, while testing the accrued income for the vear, it was noted that there was a balance
receivihle amounting to €38.404 with respect to shortages of tipping fees in relation 1o
WasteSery Malta Timitled. which was nol accounted for. An audit adjustment was proposed,

and eventually it was approved and passed by the Local Council (refer to AA 03/2017 in point
2.14).

We recommend to obtain the amount of accrued tipping lees Irom WasteServ Malta Limited
and update the acerued income before the financial statements are approved.

The Council needs to clarify that it did enly receive information relative to these amounts
from the auditors who during their assignment managed to get the necessary statements
Srom the DLG and WSC, The Council way not aware that the DLG had effectively made the
necessary payments to the WSC in relation to tipping fees for 2017

2.8 Long-term trade payables

While testing trade pavahles, we noted that the balance payable to Bonniei Bros. Limited was
overstated by €32.616, as compared to the supplier’s statement. In addition, the balance was
not properly ¢lassilied between short-lerm and long-term. The Lxecutive Secretary stated thal
the balance according to the supplier was correcl and an audit adjustment AA 0272017 was
passed (refer to note 2.14),

We recommend that suppliers” reconciliations are performed before the accounts are passed
for the audit.

As nmoted in ity reply to 2.5, the Council will ensure to have review and reconcile more
effectively its payables.

2.9 Stale cheques

While testing the bank reconciliations. we noted two stale cheques related to 2000 amounting
i €947 are still outstanding, Since amount is nol material, an adjustment was not passed
(refer o note 2.13).

We recommend that the Council investigates any stale cheques and why these were not
cashed by the pavee.

I these cheques are unlikely to be cashed or have been replaced. such amounts should be
reversed against the respective expense account or creditar,

This was an oversight which the conncil will ensure to have reviewed during s
reconcifiation processes.

2.10 Annual Government allocation

While testing the Couneil’s revenue for the year, we noted that the annual Government
allocation 1s not in accordance o the Government’s budget. with a difference ol €503, These
related to deductions provided by Government with respect to the MITTA service agreement
and WIFI services, A reclassification was proposed and passed (reler to note 2.15).
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The Council will ensure that all revenue is accoumt appropritefly and in line with the
SIQIRIOrY requirements.

2.11 Financial Situation Indicator (FSI)
The Council’s Financial Situation Indicator (FS1) at the end of the financial year was 4.83%.
which is less than the nunimum positive 1094 benchmark.

The Executive Scerctary is bound to maintain a positive balance and the I'ST must not be less
than ten percent ol the allocation approved in lerms of section 35 of the Local Councils Act.
The Repulations also state that the Executive Secretary must immediately notify the DLG
when the FSI falls below ten pereent.

The Council and its Lxecative Secretary are aware of the obligations in termy of the FST
and frope with the re-introduction of the capital approach treatments of funds for projects
and as o conseguence the removal of the reluted fong & short term deferred income, the
cowuncil's FXI shounld improve,

2.12 Variances between budgets and actuals

When testing budpeted expenses with actual costs incurred. we noted thal the aclual expense
related to bulky refuse collection excceded the budgeted fipure by €37.680. Moreover, we
noted that the depreciation expense [or the year was nol included in the budget. In view of the
above, we recommend that the Council prepares budgets that eventually resull being closer to
actual costs.

The council acknowledges the variance noted by the auditors however it needs to specify
that the variance itself is not on Bulky Refuse but on Waste Collection and Tipping Fees, as

descrthed in the tubfe befow:

Bulky refuse collection (including open  Audit

Note | skips) 17 Budeet 17 Variance
3040 Waste Disposal 33,741 32,429 24,312
3042 Bulky Refuve Collection 11,827 8 300 F 337
3043 Tipping Fees 30471 _ {3 04]

R A00 4 424 37 680

The Council further acknowledges the importance to have more acenrate budgets which
are duly revised throughout the financiaf year.
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Onee again, we take this opportunity to thank the auditors for the efficient
operation of the auditl.,

Yours truly

cith Galea
Executive Secretary

1a Psaila Zammit
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The Mayar

Siggiewi Local Council
18, Pjazza San Mikola
Siggiewi SGW 1073
Malta

Lath April 2018

Dear Madam,

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2017

Puring our audit for the year ended 31 December 2017, we have reviewed the accounting systems and
procedures operated by the Council. \We set aut in this report the mare important points that arose as a result
of CUE rEview.

1 Previous year's management letter

1.1 Gasan Mamo legal case

The liability in relation to the damages on the Gasan Mamao case was settled during the year.

1.2 Salaries reconciliation

As in previous year, a difference arose between the salaries as per accounts and the amaunts as per FSS forms
{refer to note 2.2).

1.3 Pre-regional LES debtors

A5 in previous year, we noticed a difference between the LES debtors” balance as per Loqus report and that as
per accounts prepared by the Council [see note 2.3).

1.4 Prepayments
We are pleased to note that prepayments have been accounted for correctly,
1.5 Amount receivable from Water Services Corporation

The overdue balance receivable from Water Services Corporation increased to €27, 705 during the pericd (refer
to note 2.4).

1.6 Trade payables

Suppliers’ statements or recent recanciliations of the selected suppliers were again not provided {refer to note
257
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1.7 Deferred income

Audit reclassifications were again propased to properly split deferred income into current and nen-current, Also,
as in previaus year, there was a difference in the calculation of grants pre-2014 (refer to note 2,63,

i.8 Long-term trade payables

Asin previous year, Bonnici Bros, Limited's balance as at year-end was not carrectly classified belween short-
termn and long-torm partion {refer to note 2.8).

1.9 Accruals
We are pleased to note that accruals as at year-end were correctly accounted for,
1.10 Geing concern

We are pleased to note that the Council’s current assets as at 31 December 2017 exceedad the current. liabilities
as at that date.

1,11 Financial Situation Indicator {F51)

Although the Council did not obtain a negative FSI as in previous year, the Council’s FSI for the year still did not
exceed the minimum positive 10% benchmark {refor to note 2,110,

1.12  Other debtor

We did not encounter any infarmaticon that casts doubt an the recoverability of receivable balances as at 31
December 2017,

1.13 Variances between budgets and actuals

Az in previous year, we noted some malerial varances between budgeted cxpenses and actual costs incurred
[refer to note 2,12},

2 Management letter points for this period

2.1 Fixed assets

The depraciation charge of urban improvements was understated by €1, 781, Since difference is not material, an
adjustment was not proposad (refer Lo list of unadjusted errors in note 2,133,

We arc pleased to note that the fiked assels register was correctly computed showing the correct deprediation
charge for the year.

2.2 Salaries reconciliation

A difference of €117 arose between the salaries as per accounts and the amounts as per FSS forms, as shown
in the wages reconciliation below:



O

€
Gross Salaries as per FS5s #3,531.00
1/2 the total social security as per P57/ FS5s 7,108.00
Maternity fund contributions as per FS74 FS5s 3.00
Total wage for pericd as per P57 FS5s 102,642.00
Employees' salaries 58,453.00
Executive secretary salaries 23,557.00
Mayor's allowance B,H52.00
Councillors' allowance 7,040,600
MI J108.00
AS per accounts 105,010.00
Add Opening accruals 3,160.00
Less Closing accruals (5,411.00)
102,759.00
Differcnoe [117.00%

Since the difference is net materal for audit purposes, no further testing was desmed necessary,

In addition, we have noted a difference of €12 betwesn the gross wage as per FS7 and the total gross wage as
per Fahs Refer Lo reconciliation below:

F57 F55s Difference

€ € €

Gross Wage 95,543.00 95.531.00 12.00
12 the total social security 7,108.00 708,00 =
Maternity fund contributions 3.00 3.00 -

We recommend that the Council performs such recanciliation and passes the necessary adjustments befora the
accounts arc approved for the audit,

Also, we have noted that councillors’ allowances for the period January to June 2017 amounting to €3 520, as
wiall as part of the MI far the year amounting to €7,177 was mis-posted in accounts which were not related to
such expense, We recommend that all expenses are posted in the correct parsonal emoluments accounts before
being passed for audit (refar to nate 2.15).

2.3 Pre-regional LES debtors

When testing LES debtors as at year-end, we noted that the debtors’ balzance and the respective provision on
such balance as per accounts were not showing the actual balance receivable as per LES report. The report
generated by Logus {Datatrak) as at 31 December 2017 indicated that the balance due to the Coundl from pre-
regional LES amounted to €54,62 1. However, the Council has incorrectly recarded an amaount of €54,737. Since
difference is not material an audit adjustment of €116 was not proposad. Refer 1o list of unadjusted errors in
note 2,13,
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We reccrmmend that the Council obtains the Loqus report and passes the necessary adjustments before the
accounts are approved for the audit.

2.4 Amount receivable from Water Services Corporation

&5 at year-cnd, the averdue balance receivable from Water Services Corparation (WSC) amounted to €27,705,
Mo payment was received during 2017 relating to ald balances.

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

2.5 Trade payables

During our testing an trade payables, seven trade payables were selacted Tor lesting, The Local Council did not
pravide us with statements or recent reconciliations for two of the suppliers, these being Mario Mizzi Milord and
Mewos Liahting Technolagy. Alternative testing was carvied out,

The balance payable to WasteSery Malta Limited was overstated by €2 255, when compared to the supplier's
staternent. The Executive Secretary did not provide us with an explanation of the difference. Given that the
axtrapolated error was nat material, no adjustment was proposed {refer to note 2.13).

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

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

Also, while testing creditars, we have noled that the trade payables' list balance did not match with the creditors
cantrol balance, This was due to cortain invoices from G4S Security Services (Malta) Ltd which were erroneoushy
inputted in the accounts with a wrang date, being after year end.

Ihe difference of €377 was not considered material and so, an adjustment was not proposed. Refer to list of
unadijusted errcrs in nate 2,13,

In addition, we have noted a debit balance in the creditors’ list amounting te €795 in relation to an advance
payment to Ronald Bezzina. The amount was reclassified accordingly (refer to note 2,153, It should be noted
that there should not be debit balances in the creditors” list as no payment can be approved and effected before
having the appropriate invoice in hand,

We recommend that the Council complies with applicable Legislation and perform payments only when the
proper documentation is in hand and also that the correct balances are reflacted in the accounts.

2.6 Deferred income

During cur testing on the deferred income on several grants, we again noted that the apportionment of deferred
income between short-term and [ong-term is being caloulated using the straight line method, rather than the
reducing balance mathod, In this respect, a reclassification of €9,148 (RECL 0172017} was proposad and passed
in the Council’s financial statements to correctly present the shart-term and long-term portion {refor to note
2.15).
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Also, when testing pre-2014 grants, we have noticed that the amount of €5,527 was understated when charging
the portion to the profit and loss account. This amount is not material, and so na audit adjustment was passad
{refer to list of unadjusted errars in note 2,13,

2.7 Accrued income

Vhile testing the accrued income far civil works in connection with the rehabilitation of the playground (Bandli
Project), we verified that further funds amounting to €30,000 ara going to be recelved by DLG. However, this
wis not passed in the books of accounts by the Council. An adjustment A% 0172017 was proposed and passed
(refer to note 2.14).

This resulted in an understatement of €2, 866 in shart-term deferred income and a reclassification was proposed
and passed to correcty show the apportionment of deferrad income bebween short-term and long-term (refer
to note 2.15).

Alsa, while testing the accrued income for the year, it was noted that there was a balance receivable amaunting
to €38,404 with respect to shortages of tipping fees in relation to WasteSery Malta Limited, which was not
accounted for. An audit adjustment was propesed, and eventually it was approved and passed by the Local
Council (refer to A4 0372017 in point 2.14),

We recommend to obtain the amount of accrued tipping fees from WasteSery Malta Limited and update the
accrued income before the financial statements are approvad,

28 Long-term trade payables

While testing trade payables, we noted that the balance payable to Bonnici Bros. Limiled was averstated by
€32,616, as compared to the supplier's statement. In addition, the balance was not properly classified between
short-term and long-term. The Executive Secretary stated that the balance according to the supplier was correct
and an audit adjustrment A4 0272017 was passed (refer to note 2.14).

We recommend that suppliers” reconciliations are performed before the accounts are passed for the audit,
2.9 Stale cheques

While testing the bank reconciliations, we noted two stale cheques related to 2016 amaunting to €947 are still
oulstanding. Since amount is not material, an adjustment was not passed {refer to nate 2.13),

We recommend that the Coundil investigates any stale cheques and why these wera not cashed by the payee,
If these cheques are unlikely to be cashed or have been replaced, such amounts should be reversed against the
respective expenss account or creditor,

2.10  Annual Government allocation

While testing the Council's revenue for the year, we noted that the annual Government allocation is not in
accordance to the Government's budget, with a difference of €503, These related to deductions provided by
Government with respect to the MITA service agreement and WIFI services. A reclassification was proposed and
passed (refer (o note 2.15),

2.11  Financial Situation Indicator (FSI)

The Council’s Financial Situation Indicator (FSI) at the end of the financial yvear was 4.83%, which is less than
the minimum positive 10%: benchmark. Refer to FSI caleulation below;

5
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Details €
Current Asscts 342,847
Less committed current assets (12G,248)
Net Current Assets 216,599
MWon-Current Liabilities | 577,332
Current Liabilities 260,225
Total Liabilities 837,557
Less LT balance payable under PPP scheme (3,292)
Less long-term deferred incomea | [(574.041)
Less short-term deferred incame {79,426)
Met Liabilities 180,798
Net Current Assets less Net Liabilities 35,801
Government Allocation 741,419
F51 4.83% |

The Executive Secretary is bound to maintain & posilive halance and the FS1 must not be less than ten percent
of the allocaticn approved in terms of section 55 of the Local Councils Act. The Requlations also state that the
Executive Secretary must immediately notify the DLG when the FSI falls below ten parcent.

2.12  Variances between budgets and actuals

When testing budgeted expenses with actual costs incurred, we nated that the actual expense related to bulky
refuse collection exceeded the budgeted fiqure by €37 680, Moreaver, we noted that the depreciation expense
far the year was not included in the budget,

In view of the above, we recommend that the Council prepares budgets that eventually result being more close
to actual costs,

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 an aggregate net effect ocn income of €5,930. Rafer to the details below:

Cr Contraventions £116
Cr LES debtors €116
Being overstatorment of LES debtors as por LES report - note 2.3

Dr Provision for LES debtors (Bf5) €116
Cr Decrease in provision of LES debtors (PFL) €116
Heing decrease in (£S5 deftors — note 2.3

Dr Revenue £5,527
Cr Long-term deforred income €5,527
Being understatameant of deferred ficome — note 2.6

Dr Bank €947
Cr Creditors contral acoount €247
Heing stafe cheguas nate reversed — nale 2.9
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Or Expenses ERYY
Cr Creditors control account LSH
Bedng inveices rglaling to 2017 wivell ware erronoously postod i 2018 — nole 2.5

Dr Depreciation expensa — Urhan improvements £€1,781
Cr Avcumulated depreciation — Urban improvements 1,781
Bofng understatament of depreciation ciarge on urban improvemonts for the yoar — noto 2.1

O Creditors Central account £2,255
Cr Waste Collection P/L account €2,255
Beirig extrapolated amor in creditors testing — nate 2.5

2.14  Audit adjustments

Below is a list of the audit adjustments proposed and passed during the awdit:

AADL/2017 2r Accrued income £30,000

Cr Deferred income — long-term €£30,000
Heing furthar income ko be recaived by the Governmeant regarding Banadlf profect — nole 2.7

AAOZ2/2017 Dr Creditars control account £15,638
Dr Leng-term payable PER £16,978
Cr Road resurfacing expense - Over accrual in previous years €32,6106

Boing adivstmant as per Sovwicd Bros. Limiteds staterment — note 2.8
RAD3/2017 [ Accrued income €38, 404

Cr Supplementary Government incorme €38,404

Being shordage of Hoping foos in rafation fo WastaSery Malta Limited — note 2.7

2.15 Reclassifications

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

RECL O1/2017 Dr Short-term deferred income £€9,148
Cr Lang-term deferred income €89,148
Boing difference in apportionment of deferred incorme using the reducing balance motfiod —
Aol 2.6
RECL02/2017 Dr Advance payments from supplicrs €795
Cr Creditars control account £/95

Beaing debit balance in frade payallos' st — note 2.5

RECLO3/2017 [ 11 Development services €503
Cr Annual Governmenl incorme €503
Being mifs-pasting of annual finandal alocation — noke 2.10

RECL 0472017 [ Allowances £3,520
Cr Income Supplements €3,520
Being mis-posting of counciliors” allowances for Januany-tune 2017 — note 2.2
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RECL 05/2017 Dr Employess’ salares and wages €7,177
Cr Social security contributions €7,177
Being mis-posting of social secunity contributions - note 2.2

RECL 06/2017 Dr Deferred income — long-term €2, 8066
Cr Deferred income — shart-tarm 2,866
Baing reclass of Sandli project for @ furthar fncroase in funds of €30,000 from long-ferm to
shart-term — note 2.7

We would like to pelnt 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 for the purpose of expressing cur opinicn on the
financial statements of the Local Council. In consequence, our work did not encompass a detailad review of all
aspects of the system and cannot be reliad upon necessarily to disclose defalcations or other irregularities or to
include all possible improvements in internal control that a more extensive special examination might develop.

We would also like to take this opportunity to thank the Mayor, Executive Secretary and Local Council staff for
their help during the course of our audit.,

7]
Manlisl/ta stagna

For and on behalf of Mexia BT
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Financial Statements for the year ended 31 December 2017
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 to ensure that
the financial statements forming parl of the reporl present fairly, in accordance with the
accounting policies applicable to Local Councils, the income and expenditure of the Local
Council for the year and its retained funds as at the year end, and that they comply with the Act,
the Local Council (Financial) 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 Executive 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 19th April 2018 and signed on its behalf by:

A
il

j

'fll::l{ HAF‘.! 'rl = -
Dr Ale?ﬁia Psaila Zammit L AN Keith Galea

May’uru' Executive Secretary
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REPORT OF THE LOCAL GOYERNMENT AUDITORS ON THE SIGGIEWI LOCAL COUNCIL
TO THE AUDITOR GENMERAL

Report on the Audit of the Financial Statements
Opinion

We have audited the flinancial statements of Siggiew Local Council, set out an pages 6 1o 25, which
comprise the Statement of Financial Position as at 31 December 2017, and the statement aof Profit or
Loss and Other Camprehensive Income, Stalement of Changes in Equity and Statement of Cash Flows
staterment for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, Lhe accompanying finanacial statements give a true and fair view of the statement of
financial position of Siggiewi Local Council as at 31 December 2017, and of its financial perfermance and
its cash flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the EU,

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (15As), Our
responsibilities under those standards are turther described in the Auditor's Responsibilities tar the Audit
of the Financial Slatemeants seclion af our reporl. We ara independent of the entity in aceardanoe with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants
(IESBA Code) together with the ethical reguiremeants that are relevant to our augit of the financial
stalements in accardance with the Accountancy Profession {Code of Ethics for Warrant Holders)
Girective issued in lerms of the Accountancy Profession Act (Cap. 281} in Malta, and we have fulfilled our
pther ethical responsibilities in accordance with these requirements and the IESEA Code. We balieve
that the audil evidence we have obtained is sullizien! and apprapriale 1o provide a basis [or our opinicen.

Responsibilities of the Executive Secretary

The Execulive Secrelary is respansible for lhe preparation of the financial stalements thal give a lrue and
tair view in accordance with International Financial Reporting Standards, as adopted by tha ELL and for
such internal control as the Executive Secretary determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or arrar.

In preparing the financial statements, the Executive Secretary is responsible for assessing the entity's
ability to continue as a gaing cancern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unlass the entity is intended 0 be liguidaled or 1o ceasea
operations, or has no realistic alternative but to do so.

Auditors’ Responsibilities for the Audit of the Financial Statements

Cur objectives are to obtain reasonable assurance about whether the financial statements as a whale are
free from material misstatement, whelher due (o fraud or error, and o issue an auditar's repart thal
includes aur apinian,

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 13As will always delect a material misstatemeant when it exists. Misstalemeants can arise
trom fraud or arror and are considared material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users laken on the basis of these financial
statements.

As part of an audit in accordance with 1545, we exercise professional judgmaent and maintain
professional scepticism throughout the audit. We alse:
ldentity and assess the risks ol material missiaternant of the linancial statements. whethar due to
fraud or arror,

—  Design and perform audit procedures responsive to those risks, and abtain audit evidence that is
sufticient and appropriate to provide a basis for our apinion. The risk of not detecting a material
misstatement resuliing from fraud is higher than for one resulting from errar, as fraud may involve
collusian, fargery, intenbional omissions, misrepresantations, or the override of internal contral,

Fil
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REPORT OF THE LOCAL GOVERNMENT AUDITORS ON THE SIGGIEWI LOCAL COUNCIL TO
THE AUDITOR GENERAL {continued)

Auditors’ Responsibilities for the Audit of the Financial Statements

— Obtain an understanding of internal control relevant to the awdit in order o design audil
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the

—  Entity's internal control.

—  Bwvaluate the appropriateness of accounting policies used and the reasonablenass of accounting
estimates and related disclosures made by the Executive Secretary.

— Caonclude on the appropriateness of the Executive Secratary's use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncerlainly exists
related to events or conditions that may cast significant doubt on the Entity's ability to continue as
a gaing concern. I we conclude that a material uncerlainty exisls, we are required fo draw
aftention in our auditor's report fo the related disclosures in the financial statements or, if such
disclosures are inadequate, to modity our opinion. Our conclusions are based on the audit
evidence ablained up to the date of our audilor’s reparl. Howewer, fulure events or canditions may
cause the entity to cease to continue as a going concern,

Evaluate the averall presentation, struciure and content of the financial statements, including the
disclosures, and whether lhe financial slalements represent the underlying transactions and
events in a manner that achieves fair presantation.

Report on Other Legal and Regulatory Requirements

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

L .
Z

> / S
M_r/ldénq%yastagna

For and an behall of
Mexia BT
Certified Public Accountants

The Penthouse, Suite 2

Capital Business Centre, Entrance C
Trig taz-Zwejt

San Gwann SGN 3000

Malta

Date: 19 April 2018
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Statement of Profit or Loss and Other Comprehensive Income

for the year ended 31 December 2017

Income

Funds received from central government

Income raised from Bye-Laws
Local Enforcemeant Income
Irvestmeant Incame

Genaral Income

Expenditure

Persanal emoluments
Ciperations and maintenance
Administration ang other expenditure

Surplus for the year
Other Comprehensive Income

Total Comprehensive Incomea

MNotes

=Y N = ) B

]
"

2017 2016
Euro Euro
837,982 765,639
25,084 12,448
6,114 2,244
59 70
88,851 111,672
958,095 892,071
(105.010) {116,494)
(327,691 (348,663
(341.073) (340.051)
(773.774) (805,208)
184,321 B6,363
184,321 865,863

f
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Statement of Financial Position
as at 31 December 2017

MNotes 2017 2016
Assets Euro Euro
Mon-current Assets
Property, Plant and Eguipmeant 12 2,076,914 2171108
Current Assets
Receivables 13 159,032 91,835
Cash and Cash Eqguivalants 14 183,815 88,417
342 847 180,252
Total assets ) 2419,761 2,351,360
Reserves and Liabilities
Reserves
Retained Funds 1,582,204 1,397 883
Mon-current Liabilities
Trade payables 15 3,291 71,849
Deferred Incomea 15 574,041 B13.477
- 1 s 685,326
Current Liahilities
Bank balances overdrawn 14 25,674 24,394
Payables 15 234,551 243,757
260,225 ) 268,151
Total Liabilities B37.557 953,477
Total reserves and liabilities 2,419,761 2,351,360

The financial statements were approved by the Council on the 19" April 2018 and were signed

on its behalf by:

T ;.,-' sy

lesgia Psaila Zammit . Mr Keith Galea
Mayor | ' Executive Secretary




Siggiewi Local Council

Statement of Changes in Equity
for the year ended 31 December 2017

Balance at 1 January 2016
Surplus for the year
Other Comprehensive Incomae

Taotal Comprehensive income

Balance at 31 December 2016

Balance at 1 January 2017
Surplus Tar the year
(ther Comprehensive Income

Tolal Comprehensive income

Balance at 31 December 2017

Annual Financial Report

Retained
Funds

Euro
1,311.020

86,563

86,863

1,397,883

1,397,583

184,321

184,321

1,582,204



Siggiewi Local Council

Statement of Cash Flows
for the year ended 31 December 2017

Cash flow from operating activities
Surplus Tor the year

Adjustments for;

Deprecialion

Inleresl receivable
Delzrred income released

Movemen! in payables
Movement in receivables

Cash genaraled from operations
Met cash from cperating activities

Cash flows from investing activities

Purchase of property, plant and eguipment
Interest received
Mel cash used in investing activities

Cash flows from financing activities
Movemant in long-term payables
Met cash fram financing activities

Movement in cash and cash equivalents

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

MNotes

Annual Financial Report

2017 2016
Euro Euro
184,321 86,863
191,980 190,282
(59) (70}
(72,833) (75.104)
303,408 201,971
(13,609) 173,672
(27.760) (27.219)
262,040 348 424
262,040 348.424
(97,786 (415,006)
59 70
(97,727}  [414,936)
(70,195} 37.456
(70,195} 37,456
94,118 (29.056)
64,023 93,079
158,141 64,023

i
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Notes to the Financial Statements
for the year ended 31 December 2017

1. General Information

The Siggiewi Local Council is a local government set up by the Local Councils Act, 1993, The
office of the Council is situated at Siggiewi Civic Gentre - 18, Pjazza San Nikola, Siggiewi. The
Local Council’s presentation as well as the functional currency are denominated in € {euro). The
financial statements were authorised for issue by the Council on the 191h April 2018. Siggiowi
Local Council prepares the financial statements on a yearly basis from 1st Januvary to 31st
December.

2. 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
reporting procedures prescribed for Local Councils in the Financial Regulations issued by the
Minister of Finance in Conjunction with the Minister Responsible for Local Government in terms
of section 67 of the Local Councils Act (Cap 363).

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 statements
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 Malla and with the requiremenls of the international reporting standards.

New and revised standards that are effective for annual periods beginning on or after 1%
January 2017.

A number of new and revised standard are effective for annual periods beginning on or after 1%
January 2017, Information on these new standards is presented below.

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

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

1
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Motes to the Financial Statements
For the year ended 31 December 2017

2. Reporting Procedures (Continued)

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

At the date of authorisation of these financial stalements, 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:

* |FRS 15 in respect of Revenue from Contracts with Customers which will be effective for
accounting years beginning on or alter 1 January 2018.

¢ |FRS 9 in respect of Financial Instruments which will be effective for the accounting years
beginning on or after 1 January 2018,

* |FRS 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,

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

* |FRS 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.

3. Accounting policies

Income recognition

Income in general is stated when there is reasonable certainty thal 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 2017 the amount disclosed in the financial stalements under Local Enforcement Income
represented the share of profit derived from the administrative fee of 10% that is chargeable to
the respective Regional Committees for contraventions paid at the Council.

Property, plant and equipment

Freehold land is not depreciated. Furniture and equipment are stated at cost less accumulated
depreciation and accumulated impairment losses.

Depreciation is recognised so as to write 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 reporling period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the assel. Any gain or loss
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Notes to the Financial Statements
for the year ended 31 December 2017 vonsContinued

3. Accounting policies (Continued)

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 al cosl 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 9%
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
Plant and Machinery 20
Compuler Equipment 25
Flanis 100
Flayground furniture 100

Property, plant and equipment (Continued)

Cerlain 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 mema 121/2011.

Related Parties

Related parties are those persons or bodies of persons having relationships with the council as
defined in IAS 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 nol subject to amortisation and are tested annually
for impairment. Assels that are subject to amortisation or depreciation are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may
not be 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 Statlement 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 lo collect all
amounts receivable.
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Notes to the Financial Statements
for the year ended 31 December 2017 vev-enCOntinued

3. Accounting policies (Continued)

Significant financial difficulties of the counterparty, probability that the counterparty will enter
bankruptcy or financial reorganisation, and default in payments are considered as indicators that
the amount to be received is impaired. Once a financial asset or group of similar financial assets
has been written down as a result of an impairment loss, interest income is recognised using the
rate of interest used to 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
Expendilure.

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 request 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.

Borrowing costs

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

All other borrowing costs are recognised in the statement 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 grants are intended to compensate, in line with the Office Local Council Department based
on 1AS 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
statement of financial position and transferred to the Statement of Comprehensive Income on a
systematic and rational basis over the useful lives of the related assets.

Foreign currencies
ltems included in the Financial Statements are measured using the currency of the primary

economic environment in which the Local Council operatles. These Financial Statements are
presented in Euro which is the Council’s functional and present currency.
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MNotes to the Financial Statements
for the year ended 31 December 2017 veweemCONtinued

3. Accounting policies {Continued)

Surplus and deficits

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

Cash and cash eqguivalents

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.

Critical accounting estimates and judgementis

The preparation of linancial statements in conformity with IFRS requires council members to
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 resulls in future could differ fram such
estimates and the differences may be material lo the linancial stalements. 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 of preparing these financial statements are not difficult, subjective or complex to a degree
which would warrant their description as critical in terms of the requirements of 1AS 1 (revised).

Capital management policies and procedures

The councils Capital consists of its nel assels, including working capital, represented by its
retained funds. The council's management objeclive 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 parly to the
conlractual provisions of the financial instrument. Financial assets are derecognised when the
contractual rights to the cash flows from the financial asset expire, or when the financial asset
and all substantial risks and rewards are transferred. A financial liability is derecognised when it
is extinguished, discharged, cancelled or expires.

Financial assets and financial liabilities are measured initially at fair value plus transactions
cosls. They are measured subsequently as describad below.
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Motes to the Financial Statements
for the year ended 31 December 2017 ceenencontinued

3. Accounting policies (Continued)

Financial assels

For the purpose of subsequent measurement, financial assets of the council are classified intc
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
assels is impaired. Different criteria to determine impairment are applied for each category of
financial assets, 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 'adminisiration and other expenditure’.

Financial assels (Conlinued)

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial 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 immalerial. The council's other receivables fall into this
category of financial instruments,

Individually significant receivables are considered for impairment when they are past due or
when other objective evidence is received that a specific counterparty will default. Receivables
thal 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 is a reasonable approximation of fair value, All interest-related charges are included within
‘finance cosls'.

2017 2016
Euro Euro

4. Funds received from central government
In terms af section 55 of the Lacal Councils Act (Cap 363) 741,418 749,219
Supplemantary Government Income 96,563 16,420
537,982 765,639
2017 2016
Euro Euro

5. Income raised from Bye-Laws

Income raised under Local Council Bye-Laws 25,084 12448
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Motes to the Financial Statements
for the year ended 31 December 2017

6. Local Enforcement Income

Income from Conlraventions
Owverstatemant of LES debtars
Regional Committees

7. Investment Income

Bank interest

8. General Income

Incame fram other activities
Incame fram tender documeants
Release of Deforred Income
Other Incame

9. Personal Emoluments

Mayor's allowance

Executive Secretary's salary
Employees' wages and salaries
Councillors’ allowances

Social Security Contributions

Annual Financial Report

veeeeecontinued
2017 20186
Euro Euro
70 341
- 4,339
6,049 6,242
£,1149 2, 2dd
2017 2016
Euro Euro
_59 S . I
2017 2016
Euro Euro
16,018 14,306
: 150
72,833 75,104
- 22112
ga.851 111 672
2017 2016
Euro Euro
8,852 8,670
23,557 22.625
58,453 68.615
7.040 7.040
708 9,544
105,010 116,494

16
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Motes to the Financial Statements
for the year ended 31 December 2017

10. Operations and Maintenance

Repairs and upkeep:

Road ana street pavemeants [Patching works)
Walkways

Street signs

Road Markings

Contractual services:

Retuse collection (including bins an wheels)

Bulky refuse collection {including open skips)

Road and Street Cleaning {mechanical and manual)
Cleaning and Maintenance af Mon-Urban Roads

Cleaning and hMaintenance of Public Conveniences
Cleaning and Maintenance of Parks and Gardens

Cleaning and Maintenance of Beachas & Calchment Areas
Street Lighting

Lacal Enforcement Expenses

11. Administration and other expenditure

Litilities

Other repairs and upkeap

Rent

Mational and International Membearships
Office Services

Transporl

Information Services

Other contractual services
Protessional services

Community and hospitality

Social events

Cultural events

Bad dabts written off

Decrease in Provision for Bad Dabls
Depreciation

Annual Financial Report

......continued
2017 2016
Euro Euro
31.624 h2 474
- 2107
12,555 6,270
- 897
44,179 61,748
52,226 65 804
78,609 73,684
32,785 28,948
46,850 47,810
9,835 9,390
28 882 28,81
1,115 -
24,803 14,719
8,303 17,729
283,512 2HE.915
327 691 348 663
2017 2016
Euro Eurg
14,732 12176
13,415 14,335
3445 3,195
24933 735
4877 9,628
990 1,456
3.963 5,810
12,164 9,978
26,227 35,610
3,085 228
17.973 3,610
45,279 47 620
- 8,269
- [3.881)
191,980 140,282
341,073 3440, 051

l"'r
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Siggiewi Local Council

Notes to the Financial Statements
for the year ended 31 December 2017

13a. Receivables

Trade receivables

Pravision lor doubtiul debts
LES

LES Provision

Accrued income

Financial Asset

Advance paymeants to suppliers
Prapayments

13b. Receivables
Trade Receivables are analysed as follows:

Within Cradit Period
Exceeded Credit Pariod
Provision for Doubtful Debts

14. Cash and Cash Equivalents

Annual Financial Repont

veeeenncoOntinued

2017 2016
Euro Euro
31,246 a0,370
{458) (458

hd 73T b4 737
(54,737) 54,737
126,248 27,844
157,036 B7 756
795 -
1,201 4074
158,032 91,835
2017 2016
Euro Euro
2,138 627
29,110 29,743
(458) (458}
30,788 S 29,912

Cash and cash equivalents included in the cash flow statement comprise the following amaunts in the Local

Council Statement of Financial Posilion:

Cash at bank
Bank balances overdrawn

Cash and cash equivalents at year-end

2017 2016
Euro Euro
183,815 83,417
(25,674) {24,394
158,141 Bd.023
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Siggiewi Local Council Annual Financial Report

Motes to the Financial Statements

for the year ended 31 December 2017 weenenCONtinued
2017 2016
Euro Euro
15. Payables
Current Liabilities
Trade payables 103,513 74182
Accruals 8,957 28,366
Other Payables 42,655 66,186
Deferred income 79 426 75023
234,551 243 757

Non-Current Liabilities

Daferred Incomea 574,041 613,477
Trade and Cthar Payables 3,291 71,8459
Total Payables 577,332 BE5, 306
Deferred Income Euro Euro
Balance at the beginning of the yaar 688,500 651,044
Increase 37.75949 112,560
Heleased to Income (72.832) 75,104
Balance al the end of Ihe yoar . 653,467 BaE 500
Shorl-Term Delarred Income 79,426 75,023
Long-Term Deferrad Income 574,041 613,477

16. Capital Commitments

The council approved the following Capital Commitments, but these have not been provided for
within the Financial Statements as at 31 December 2017,

Authotised by the Local Council but not yet contracted: 2017 2016
Euro Euro
Embellishment of urban and open areas 128,271 -

The Council had applied for EU funding under Measures 4.3 and 4.4 for capital projects to cover
rural roads and construction of rubble walls for a total amount of €798,716 of which the council's
share of finance would amount to €83,271. The council will also embark the Phase One of Lapsi
Toilet facilities for the amount of €45,000.

17. Contingent Liabilities

A contingent liability exists with regards to small claims from car owners. The council estimates
that the amount will be approximately € 3.540.
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Motes to the Financial Statements
for the year ended 31 December 2017 eerweCONtiNUed

18. Post Balance Sheet Event

There were no parlicular important events affecting the ocperalion of the council since the end of
the accounting year.

19. Financial Risk Management

Financial assets include equity, other receivables and cash held at bank and in hand. Financial
liabilities 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 potential adverse efiecls 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. Althcugh the Council has borrowings issued
al fixed rates, the exposure fo fair value interest rate risk is limited and ultimately endorsed by
Central Government.

if} Credit Risk

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

Credit risk arises ever increasing variances between the main council's income, that provided by
Central Government, and the cost of ils oulsourced services which are mostly exposed lo
commaodity risks. Furthermore, the huge reduction of other revenue from LES, following its
restructuring through central government, and Permits could well expose the Council even more
to credit issues unless this shortfall 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. Assels
recognised at the end of the reporting period and is summarised as follows:

Classes of Financial assets — Carrying Amounts 2017 2016

Eurc Eurc
Trade & Other Receivables (Mote 13} 157,036 87,756
Cash and Cash Equivalents (Mote 14) 158,141 64,023

MNEATTV 151,779




Siggiewi Local Council Annual Financial Report

MNotes to the Financial Statements
for the year ended 31 December 2017 ceenennCONtinued

19. Financial Risk Management - Continued

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

Classes of Financial assets — Carrying Amounts 2017 2016
Euro Euro
Amaunt Invaiced Mat yet Settleg by Class:
Gavarnmenl Cwrod Entities 30,787 20912
30,787 293124

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

Included in the Councils Trade receivables there are no balances which are past due and which
have not been provided for.

2017 2016

Euro Euro

Current 1,230 562
30 Days 58 44
60 Days 735 510
a0 Days 112 40
120+ Days 29,110 28,736
31.246 29,912

iii} Fair Values
As at 31 December 2017, the carrying amounts of financial assets and liabilities were not
materially different from the carrying amounts.

iv) 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.

2017
Less than 6 From6to From1to5 Morethan
months 12 months years 5 years
Payables 103,513 - - -

Other Payables - 42 655
Accruals B8.957 -

[
L
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Notes to the Financial Statements
for the year ended 31 December 2017 cerencontinued

19. Financial Risk Management - Continued

2016
Less than 6 From6Eto From1to5 Morethan
months 12 months years 5 years
Fayables
74182
Other Payables
66,186 -
Accruals

28,366 : -

Fair Value Estimation

The Mominal Values less Estimated Credil Adjustments of receivables and payables are
assumed lo approximate their fair values, otherwise, these have been adjusted to
approximate their fair values.

Summary of Financial Assets and Liabilities

The carrying amounts of the councils financial Assets and liabilities as recognised at the
reporting dates under review are categorised as follows:

2017 2016
Euro Eura
Current Assets
Receivables:
Trade and Other Recaivables 167,036 B7 756
Cash and Cash Equivalents 158,141 64,023
315177 151,774
Current Liabilities
Financial Liabilities measured at amortised Cost:
Payables 103,513 168,734
Other Payablas 42 655 66,186
Accruals 8957 28,366
155,125 155,234
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20. 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 related parties exercising:

I.  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

lll. Mo Control— Malta Post, Courts of Juslice, Wasle Services Malta Lid

The following were significant fransactions Carried out by the Council with related parties
having significant contraol

2my 2016
Euro Eurg
Annual Financial Allocation 741,419 749219
Key Management Emoluments
Executive Secratary 23,557 22625
Mayar Honoraria 8,852 8670
Councillors Allowanece 7.040 7,040



