The Members
Siggiewi Local Council
18, St Nicholas Square,
Siggiewi SGW 1073,
Malta

4 June 2025
Dear Members of the Siggiewi Local Council,

We have completed our audit of the financial statements of Siggiewi Local Council for the year ended 31
December 2024. Our audit is primarily based on verifying balances in the financial statements to ensure
that they are free from material error and comply with relevant legislation.

Our aim is to offer guidance to the Council such that it would be in a better position to improve its internal
controls, enhance its book-keeping function and consolidate its overall governance. We would like to point
out that, in accordance with the Local Councils Act (CAP 63) 1993 and the Local Council (Financial
Regulation) 1993, it is the responsibility of the Executive Secretary of the Local Council to ensure that a
proper system of internal control is in operation to ensure that the proper accounting, recording and
handling of financial operations are in place to safeguard the Local Council's assets at all times. For this
reason, this document is of particular relevance to the Local Council's Executive Secretary.

The matters dealt with in this report, came to our notice during the conduct of our audit procedures which
are primarily designed for the purpose of expressing an opinion on the financial statements of the Council.
In consequence our work did not encompass a detailed review of all aspects of the systems of control but
that of obtaining an understanding of the controls which are in place, on the basis of which, we design our
audit procedures. For this reason, this report cannot be relied upon to necessarily disclose other
defaications or other irregularities which may exist, had a specific and more extensive assignment for this
specific purpose been commissioned.

Our engagement obliges us to distribute copies of this report to the Council Members. Consequently, this
report, in part or in full, may not be distributed, used or quoted except for the scope it is prepared, without
our prior written consent, unless such disclosure is required by Law.

During the course of our audit for the year ended 31 December 2024, we examined the principal
documents, systems and controls applied by the Council, to help it ensure, in so far as it is possible, far
as possible, the accuracy and completeness of the accounting and to safeguard the assets of the Council.

In order to facilitate your responses to the deficiencies we noted in the course of our audit, have been
presented these shortcomings in columnar form. On the left hand side of the document we specify the
weaknesses and the recommended courses of action. On the right hand side you are required to insert
the remedial action you intend to take and a time frame by which these will be remedied. We also attach
for your perusal, a summary of the audit adjustments which we were put through the accounting records,
once these were approved by yourselves. Should you require our assistance in bringing to fruition the
suggested recommendations do not hesitate to contact us.

We would like to thank you for the courtesy and co-operation extended to us in the course of our audit.

Yours faithfully,

Arthur Douglas Turner
Partner - Parker Russell Turner

PREVIOUS MANAGEMENT LETTER



During the course of our audit for the year ended 31 December 2024, we have also reviewed the
points highlighted in the previous management letter along with their respective feedback:

i Property plant and equipment

We have once again noted shortcoming in the property, plant and equipment as per note 1 as on
page 3.

ii. Trade Receivables and Joint Committee

We have once again noted shortcoming in the trade receivables and joint committee as per note 2
as on page 9.

iii. Prepayments

We are pleased to note that we did not find any shortcomings in prepayments.

iv. Accrued income

We have once again noted shortcoming in the accrued income as per note 3 as on page 10.
V. Cash at bank

We are pleased to note that we did not find any shortcomings in respect of cash at bank.

Vi. Trade payables

We have once again noted shortcoming in the trade payables as per note 4 as on page 11.
vii. Deferred income

We have once again noted shortcoming in the deferred income as per note 5 as on page 12.
viii. Debit transactions

We have once again noted shortcoming on debit transactions as per note 7 as on page 14.
ix. Revenue

We have once again noted shortcoming in the revenue as per note 8 as on page 17.

X. Payroll and human resources

We have once again noted shortcoming in the payroll and human resources as per note 9 as on

page 19.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local
Council for the year ended 31 December 2024
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X. Payroll and human resources

We have once again noted shortcoming in the payroll and human resources as per note 9 as on
page 19.

Xi. Prior year adjustments
We are pleased to note that we did not note passed any prior year adjustment.
Xii. Bookkeeping and accounting issues

We have, once again noted, that accrued income was not properly recognised as per note 10 on
page 20.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local
Council for the year ended 31 December 2024
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A summary of the deficiencies noted in the course of our audit and our recommendations thereto is
as follows:

PROPERTY, PLANT AND EQUIPMENT
TRADE RECEIVABLES AND JOINT COMMITTEE
ACCRUED INCOME

TRADE PAYABLES

DEFERRED INCOME

THIRD PARTY TRANSACTIONS

DEBIT TRANSACTIONS

REVENUE

PAYROLL AND HUMAN RESOURCES
BOOKKEEPING AND ACCOUNTING ISSUES
ANNUAL BUDGET

OTHER MATTERS

CONCLUSIONS

ONDOE LN

G T G U s
Al S

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local
Council for the year ended 31 December 2024
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Net book

value as per Net book
unaudited value as per
financial fixed assets
Asset statements registrar Difference
€ € €
Office furniture 9,662 9,709 (47)
Office
equipment 1,972 1,514 458
Urban
Improvements 64,026 146,793 (82,767)
Special
Programme
resurfacing 150,968 818,612 (667,644)
226,628 976,628 (750,000)

The difference are in relation to prior year audit adjustments passed which
were not reflected in the Fixed Asset Register.

1.1.3. The above differences resulted in incorrect calculation of depreciation. | 1.1.3 The council thanks the auditors for the proposed
Depreciation is being worked out on the Fixed Asset Register balances | adjustment which has now been reflected in the
and consequently deprecation charged in the Income statements was | accounts.
overstated as follows:
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1.1.5. It is highly advisable to engage in thorough discussions with your IT
service provider and the responsible accountant in order to affect the
synchronisation of the fixed asset module within the nominal ledger.

1.1.6. Furthermore, any discrepancies between the net bock value of assets
as indicated in financial statements and the fixed assets register should
be thoroughly investigated and rectified after these are verified. It is also
important that ongoingly spot checks are carried out to ensure the
condition of the assets and to provide for any necessary impairment.

1.2.  Classification of transactions and recognition of grants
Weakness

1.2.1. We also noted that during 2024 the Local Council was given back funds | 1.2.1 The council thanks the auditors for the proposed
on the Measure 4.3 (Road Resurfacing) and Measure 4.4 (Restorations | adjustment which has now been reflected in the
of Rubble Walls) of € 62,679 and € 6,385 respectively which were | accounts.
previously held back by ARPA. These amounts have been included with
other income in the financial statements instead of being capitalised as
grants within property, plant and equipment.

1.2.2. We also noted that included with assets under construction there were | 1.2.2 The council thanks the auditors for the proposed
architect fees incurred in prior year on the family park amounting to € | adjustment which has now been reflected in the
8,363. This project was abandoned, and we proposed this expense be | accounts.
transferred to the Income statement. This was the only expense incurred
on this project.
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1.2.4. The Local Council is advised to prepare its financial statements under the | 1.2.4 The council has been preparing its financial
accrual basis, which involves matching revenues with expenses when | statements under the Accruals basis since when the
they are earned and incurred. This accounting method provides a more | DLG notified the councils of the change in accounting
accurate representation of the Council's financial position and pARGIIes.
performance by reflecting all economic activities as they occur, regardless
of when cash transactions take place.
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3.

3.4

3.2.

ACCRUED INCOME

Weakness

During our audit work we noted that the Local Council did not recognise accrued
income amounting to € 7,563 in relation to the completion of ERASMUS+
Programme an amount of € 14,000 in relation to Festa Gheneb 2024 and € 375
in relation to Clean Up activity.

Furthermore, included with other government income there were amounts
amounting to € 25,766 which should have been deducted from the opening
accrued income since these were in relation to activities performed in 2023 but
were received in 2024. These were in relation to the following 2023 schemes:

e € 10,177 Skema Safety Net 2023

e € 4,500 Cultural Activities 2023

e € 5,689 Erasmus+ Programme 2023

e £ 5,500 Regjun Punent 2023 Refund of expenses

3.1 and 3.2 The council thanks the auditors for the
proposed adjustment which has now been
reflected in the accounts.

3.3.

Recommendation

We recommend that the Local Council adopts a policy of recognizing income
when it is earned, rather than when it is received. This approach aligns with the
accrual basis of accounting and the matching concept, ensuring that income is
accurately matched against the corresponding costs incurred.

3.3 The council takes note of the weaknesses
raised by the auditors and will look into
implementing the recommendations.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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4.3.

Recommendation

The Local Council should regularly review any outstanding balances and
reconcile them ongoingly. Any long outstanding amounts should be addressed
immediately and investigated as to the reason why these are no longer payable.
If reversed, this should be approved during council meetings.

4.3 The council takes note of the weaknesses raise(
by the auditors and will look into implementing

the recommendations to reverse any long
outstanding amounts in 2025.

process to ensure accurate accounting for grants received, adhering to the
principles and guidelines outlined in “IAS 20 Accounting for Government Grants
and Disclosure of Government Assistance”. This entails systematically
reviewing the grant transactions, verifying their allocation and amortization
according to the grant agreement or principles as outlined in IAS 20.

5 DEFERRED INCOME

Weakness

5.1.  During our testing of the deferred income, we identified an amount of € 95,148 | 5.1 The council thanks the auditors for the
related to the Eco-Green Project included within other Government Income. | proposed adjustment which has now been
Upon enquiry we were informed that this amount represents 60% of the Grant | reflected in the accounts.
agreement in relation to a Twinning agreement. The project will be done during
2025. This was adjusted correctly at audit level.

Recommendation

5.2.  We recommend that the Local Council conducts a comprehensive reconciliation

5.2 The council takes note of the weaknesses raise
by the auditors and will look into implementing
the recommendations.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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under current liabilities as dues to the other entity. Any transfer by the Local
Council to these entities for funds received on the other entity’s behalf should
be deducted from this account.

6.5 To facilitate the identification of transactions with other parties we recommend
that a separate bank account is opened, and deposits and payments are
effected into such account. :

6.5 The council takes note of the recommendation
raised by the auditors and discuss the possibility of
implementing it.

7: DEBIT TRANSACTIONS

7.1 Procurement procedures

Weakness

7.1.1. Whilst verifying debit transactions, it was noted that the Council was not

adhering to the Procurement procedures and three quotes were not always
being attained. These relate to the following:

Supplier consDetails. w0 . Eur Note
Armar Siggiewi Pjazza Mdawla Milied 3,000 [2]
Lapsi Curet Restawar tal-Momument talLourdes 4900 [2]
Anthony Pace Armar tas-Slaleb Gimgha il-Kbira 2,500 [2]
Kazin Banda San Nikola  Musical Programs Jum is Siggiewi 3,500 [2]
Perit Charmaine Cutajar  Estimate of works 1,394.76 [1]
MS Advisory Ltd Drafting of Tender 1804.40 [1]

7.1.1 The council thanks the auditors for noting this
shortage and the Council will pursue not to repeat.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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EVW,

errors. The Council’'s accountants rely entirely on

Recommendation information provided by the Council for the correct

classification of transactions.

7.2.2 We recommend that the Local Council ensures expenses are recorded under
the correct account classification, reflecting the nature of each transaction. This
ensures adherence to accounting standards and policies, and provides a clearer
representation of the Council's financial activities.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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Recommendation

8.1.2 We recommend that the Local Council maintains reconciliation of such balances
to ensure accuracy, and any variances between the reports and accounts are
appropriately explained. Additionally, it is advisable for the Council to distinguish
between different income streams and account for them in the correct nominal
ledger accounts.

implementing the recommendations

8.2 LESA Administrative fees
Weakness

8.2.1 We obtained the LESA Report 483 and a difference of € 4 arose when reconciling
these against the amount as per the nominal ledger.

8.2.1 The council thanks the auditors for noting this
shortage and the Council will pursue not to repeat

Recommendation

8.2.2 We recommend that reconciliation should always be carried out and any
discrepancies should be ironed out on an ongoing basis so this should be
investigated accordingly.

8.2.2 The council takes note of the weaknesses
raised by the auditors and will look into
implementing the recommendations.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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10 BOOKKEEPING AND ACCOUNTING ISSUES
Weakness

10.1 During our audit process, we identified several bookkeeping and accounting
issues that required various accounting adjustments. These adjustments are
detailed in the Audit Adjustment Sheets, which are provided as Appendices | and
Il of the Management Letter. In total, we passed 23 audit adjustments including
reclassifications.

10.2 The nature of the deficiencies noted in this area are various and included the
following instances;

e Inability to distinguish between Revenue and Capital Grants;

e Matching project costs to relevant income received to support the project - There
is a lack of alignment between project costs incurred and the corresponding
income received to fund those projects;

e Accounting treatment of Government Grants - There is inconsistency on how
Government Grants are accounted for, particularly regarding whether they
should be accrued or deferred, impacting the recognition of income.

e Proper reclassification of income and expense accounts - There are instances
where income and expense accounts need to be reclassified to accurately
reflect the nature of transactions and ensure proper financial statement
presentation.

10.1 The council thanks the auditors for their thoroug
work and for pointing out the necessary audit
adjustments and reclassifications. The council notes
that the maijority of these adjustments relate to
capital expenditure/grants.

10.2 The council generally relies on the experience
of its Council Secretary to determine which
expenses are Revenue or Capital grant related, and
information is than relayed to the Council’'s
accountant for the necessary postings. The

Council does not exclude the possibility of an error
of judgment in the determination of whether an
expense is Revenue or Capital related.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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This ongoing dialogue ensures that the Council remains informed about its
financial position and facilitates timely decision-making to address any challenges
or discrepancies.

11 ANNUAL BUDGETS

Weakness

11.1 We have conducted a comparison between the audited financial performance of
the Local Council and the annual budget prepared for the financial year 2024.
Our analysis reveals that the actual expenditure exceeded the budgeted
expenses by € 108,729, representing an increase of 10%.

We also noted that the budget did not reflected the actual subvention given by
the Government of Malta (An understatement of € 69,603), and no permits
income was included in the budget. In respect of expenses there was a
significant increase in expenses associated with professional costs and office
services. The detailed comparison of income and expenditures can be found in
Appendix 1.

11.1 The council is cognizant of its own efforts to
operate within the approved budgets. The council fag
the brunt for all quarters — from the citizens it represg
when basic services are not met due to budget
constraints, from political sphere when something
does not go as planned, and from the central
government with it exceeds it budgeted expenditure.

The council is not autonomous in its function having
dependent solely on the central government. The
Council does not have the autonomy to generate its
own income through enactment of its own byelaws
which means the council’s only source of income
remaining central government.

Recommendation

11.2 We recommend the Council to conduct a detailed analysis of the significant
increase in expenses. The Council should also implement appropriate measures
to control and manage expenses more effectively which may involve setting
stricter budgetary controls, renegotiating contracts or agreements to reduce costs,
or identifying opportunities for cost-saving initiatives without compromising the
quality of services provided.

11.2 and 11.3 The council would have no objection

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024
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13 CONCLUSIONS

13.1 More controls should be instigated to improve the level of efficiency within the
Council. The Council should also analyse employees’ work efficiencies to ensure
that optimum use is made of public funds.

13.2 We would be pleased to assist the Council in coming up with an action plan, with
clearly set target dates and by which the Council will address the weaknesses
reported in this report. We are at your disposal should you need our assistance
in any of the specific areas referred to in this report.

13.1 The council will look into implementing the
recommendations.

13.2 The Executive Secretary together with the staff
thank the auditors for the professionalism with
which they carried out the audit process.

The Executive Secretary ensures continuity,
efficiency and effectiveness in management and
good governance as expected and according to the
powers given by law.

Deficiencies noted in the course of our audit of the financial statements of the Siggiewi Local Council for the year ended 31 December 2024




