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Financial statements for the year ended 31 December 2021

Druring the course of oor awdit for the vear ended 31 December 2021, we have reviewed the
accounting svsoem and procedures operated by Local Councils” Association (the

" Association'). We set out in this report the moee importane poines thae arose as 4 resule of
QT TEVICW.

Previous management letter

1.1 Fined assais
Ini pricr year, i was oorbed thar chose irems which had been fully depreciated do not
teature in the fixed assets regisner
Tt was clanfied by the loml Councils” Association that this wssue relates to the
Diirettiva 1/2017 which the local government only require the local eouncil with
incomplete or no fixed asser rogister o maintain fixed assec register and present
asmets asat 1 Jamonry 2018 a2t Wer Book Value,

1.2 Right of use assets
In pricac year, it was noted discrepancy on depreciation of sight of use assets.
We also noved in the current vear an overstatement of depreciagon of et of uie
assets refer to note 5.5)

1.3 Lease llabliity
In prior year, it was noted an under estimarion of lease interest and the lease
liabilities.
We also identfied overstatement of inrerest on lease lability and understatement of
lease Hahility doe o erronecus posting of reversal of lease pavments duting the year
(refer oo mote 6.2,
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3.4

Imcome

In priar pear, it was noted undersarement of management fees from contmventon
and understtement of rental ineomie

We are pleased vo note thar we did not identify discrepancy in the carrene vear.

Income
Reimbursement of travel expenses

Dusing the awdit testing on income, we have noted thar the reimbursement of travel
expenses acoiunt was clagsified 25 pavahle in SAGE accoundng sofreare but shown
as income in the income statement, This resulted to an overstatement of incime by
E£18,798.27 as the balance showing is the accumulapsd amount. The overstatement
wis corrected during the aadit.

We recommend that the Association mamtans an ncome account for the
reimbursement of mvel expenses. In prior years and during the vear,
reimbursement of mavel expenses was equal 1o the vefundahle airfares thus resulting
in 4 ‘nil* effect in the operagng surplus and retaned fund, However, this incomeee
elassification eould result o mizsratement if not corrected.

Expenditure
Rent expense

The Associrion reconded a property rent expense amounting to €4,362 in the
Teraks of weeouwnt, We lave nored a r].iﬁr.'ntphﬂi'_!' when reversing the tent CRENSE [0
account for the lease in aceardance with IFRS 16 “Leases”, The Association paid a
tootal vental amount of €23,448.40 bur only reversed £19,080,40 at vear-end leaving 2
difference of €4,362, We have proposed an awdic adjustment mo recrify such
discrepancy, The Associatgon has included this adusoment in the Gnal serof
financial staremens.

The Associrion recorded a motor vehicle rent expense of €5,215 in the books of
sccount, We noted that the Association' old lesse agreement in relation to lease of
moror vehicle has cxpired in the currene year, but the Associaton failed o aceount
for the new leasc apreement in accordance with IFRS 16 *Leases”. We have
proposed an adjustment to effece the IFRS 16 assessment on lease of motor vehiele,
This has been reflected in the final set finanoal statements,

We recommend that the Association reviews all lease contracts in place and
considers the impace of IFES 16 *Leazes” on the Associadon's financial sotements
ancl acdjuse iF the necd seises.

Refundable airfares

Druing thie audir resting on expeadinures, we have noced dhar the refundable airfares
aceount B classified as receivable in SAGE accounting software bor shonarn as
expense in the income starement. This resulted to an overstatement of capense by
£18,798.27 as the balance showing is the accumulated amount. The overstatement
wag corrected during the pudie

We rocommend thar the Associanon mainrains an expense account for che
refundable airfares, In prior year and dusing the vear, refuncable airfane was cqual oo
the reimbursemens of travel expenses thus resulnng in g ™il' effeee modhe operating
surplus and retained fund, However, this incorrect classification coukd result o
missatenient ifnor corrected.
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Deprecistion of right of use assets

b5 During che aulit testing of right of wse assers, we nored an overssatement of
£2,797.14 in the deprecianon of nght of use assers during the yesr, We have
proposed an audic adjustment o rectify such discrepancy. The Association has
included this adjustment in the final set of financial starements.

B We tecomenend that the Association should ensuee correct ealeulation of
dzl‘rrm,:i:lti:-:'l-ri -:|F'ri5'_l;|1l: ioF use geeers beised oo the JFRES 16 agsesiment schedule,

& Lease liability

6.1 Durng the audiv of fease lability, we noted char the Association crediced accouny
*ZT20000 Hive of Transport™ by €7.940.10 of which €1,060.77 represents reversal
of “Lease Liability - Mooz Viehicle™ while the difference of €6,879.3% was
erropeousty credited o chis accouns mstead of aceount “ 2400000 Bent™ fuor thi
reversal of “Lease Liahiliny — Propery™. We have proposed a reclassificanon
adjustrnent oo rectfy this issue,

.2 We have also noted an overstarement of inreresr on lease lability and
urnderststerment of lease habilivy due b erronenes posting of revessal af lease
payments dunng the vear te account in accardance with [FRS 16 “Leases’, We have
proposed an awdit adjustment o rectify such discrepancy. The Assodarion has
included this adjusanent in the final sez of financial statcmens.

By 23 448,40
Lass:
Interast on lease liability [4,474.00)
Deduction of leass liability (21.491.79)
(2,517.39)
6.3 We recommend rhar the Assodation should reconcile the interest on lease Liahilicy

and reduction of lease liabaliey with the total pavment made dusing the vear in
relation to bease and ensure that the reduction of lesse Hability and interest on lease
li:lhiljr_l.' ane La-'.'||.|:|.|.

Conclusion

We would like to point our thar the marters dealt with in this report came to our notice during
the conduct of our normal audic procedures which are prinvarily designed for the purpose of
expressmg an apinien on the Brancial sttements of the Assocanon. In oonsegquence our
work did not encompass a detailed review of all aspects of the syswem and cannor be relied
wpon necessarily m disclose defaleation or other irvegulasities or o include all possible
impeovements in internal control chat & more extensve special examination mighe develop,

Wee would like o eake this oppomuniry to thank Mr Mano Fava and his smff for their co-
aperation and sssistanee dudng the course of the audir,

fi
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