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Auditor’s Report to the Members of Kerry County Council 
 

1 Introduction 
 

 I have audited the Annual Financial Statement (AFS) of Kerry County Council for 
the year ended 31 December 2020, which comprises the Statement of Accounting 
Policies, Statement of Comprehensive Income, Statement of Financial Position, 
Funds Flow Statement and notes to and forming part of the accounts. The financial 
reporting framework that has been applied in its preparation is the Code of 
Practice and Accounting Regulations for Local Authorities, as prescribed by the 
Minister for Housing, Local Government and Heritage. 

 
 My main statutory responsibility, following completion of the audit work, is to 

express my independent audit opinion on the AFS of the Council, as to whether it 
presents fairly the financial position at 31 December 2020 and its income and 
expenditure. My audit opinion, which is unmodified, is stated on page 14 of the 
AFS. 

  
 The Council is by law, responsible for the maintenance of all accounting records 

including the preparation of the AFS. It is my responsibility, based on my audit, to 
form an independent opinion on the statement and to report my opinion. I 
conducted my audit in accordance with the Code of Audit Practice.  An audit 
includes examination, on a test basis, of evidence relevant to the amounts and 
disclosures in the AFS. It also includes an assessment of the significant estimates 
and judgments made by the Council’s management in the preparation of the AFS, 
and of whether the accounting policies are appropriate to the Council's 
circumstances, consistently applied and adequately disclosed. 

 
 I planned and performed my audit so as to obtain all the information and 

explanations, which I considered necessary to provide sufficient evidence to give 
reasonable assurance that the financial statement is free from material 
misstatement, whether caused by fraud or error. 

 
 This report is prepared in accordance with Section 120(1) (c) of the Local 

Government Act, 2001 and should be read in conjunction with the audited AFS. 
 

2 COVID-19 – Impact on Local Authorities 
 

  

2.1 Overview 
 

The COVID-19 outbreak and the emergency measures taken to mitigate it have 
had a significant impact on the finances of local authorities during 2020. This 
has resulted in a reduction in income from some sources, an increased level of 
COVID-19 related expenditure and related government subvention for the local 
authority.  
 
At a national level, the Government introduced a number of schemes including 
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the restart grant schemes and rates waiver scheme to support businesses, as 
noted in paragraphs 2.2 and 2.3 below. In addition, local authorities were 
reimbursed by the Department for the loss of income from goods and services 
and for additional COVID-19 expenditure incurred by them (see paragraph 2.4).  
 
In June 2021, it was agreed by the General Accounts Working Group to amend 
Note 23 and include an additional Note 24 in relation to Restart Grants / Plus in 
the audited Annual Financial Statements 2020. 

 

2.2 Restart Grants Scheme 
 

During 2020, the Government decided to support commercial micro, small and 
medium businesses, through the Restart Grant Scheme and later the Restart 
Grant Plus Scheme. The qualifying businesses were required to have a rateable 
premises and experienced a loss of turnover due to the COVID-19 restrictions. 
The scheme provided for assistance with the costs of reconnecting with the 
marketplace, reopening their business and re-employing staff. Qualifying 
businesses who met the specified eligibility criteria could apply to the local 
authority for grants under these schemes. 
 
Under the service level agreement between Enterprise Ireland, Department of 
Enterprise, Trade and Employment, the Department and each local authority, 
the Council had responsibility to manage within its functional area the 
processing of applications and payments, in accordance with the criteria 
specified, and to make reports to the above Government departments to enable 
oversight and review of the scheme. Each business was responsible to self-
certify in completing its application that it met these criteria.  
 
The Council only verified the application against a rate account, where one 
existed, and confirmed that the applicant had fully completed the application 
including the declaration. The Council did not have to verify any other 
information included in the application. Where rates were not assessed in 2019 
or 2020, estimates of liability were made by the local authority. This was 
necessary to determine the support available to the relevant business. 
 
Accordingly the audit of expenditure under these schemes, which amounted to 
€23.36m in Kerry County Council for the year ended 31 December 2020, was 
limited to the specific responsibilities of local authorities, as set out above, and 
did not include the verification of other eligibility criteria declared by the 
applicants.  
 
The accounting treatment for this is set out in Note 24 in the AFS. 

 

2.3 Rates Waiver Scheme 
 

In order to support both the local government sector and commercial ratepayers, 
a funding package of €900m was allocated by the Government to fund the cost 
of a waiver of commercial rates for nine months from 27 March 2020 to 27 
December 2020. 
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The waiver was available to businesses, which were forced to close, and those, 
which experienced significant negative economic disruption due to public health 
restrictions, imposed in response to COVID-19.  
 
The total amount received by Kerry County Council for the year ended 31 
December 2020 was €18.1m.  
 
The accounting treatment for this is set out in Note 23 in the AFS and further 
disclosure is included in Appendix 7. 
 
The methodology and manner for calculating rates income collection differs in 
2020 compared to prior years.  

 

2.4 Reimbursement for loss of goods and services income and 
COVID-19 related expenditure 

 

The Department reimbursed the Council for the loss of goods and services 
income and additional expenditure incurred by them as a result of COVID-19. 
The total amount received by Kerry County Council for the year ended 31 
December 2020 was €5.35m, split between €2.02m for the loss of goods and 
services income and €3.33m for additional COVID-19 related expenditure. 

 

3 Financial Standing 

3.1 Statement of Comprehensive Income 

The Council recorded a surplus for the year of €82k after transfers to and from 
reserves of €11.15m. There was a cumulative surplus of €6.688m in the general 
revenue balance at the end of 2020. Both transfers to reserves and over 
expenditure were approved by the Council at its meeting in April 2021. Details of 
over/under expenditure are contained in note 16 to the AFS.  

Significant movements in the finances of the Council during the year included: 

 Increase in fixed assets of €16.91m 

 Increase in work in progress and preliminary expenses €23.01m 

 Increase in long term debtors €2.93m 

 Increase in trade debtors and prepayments of €6.84m 

 Decrease in bank investments of €1.40m 

 Increase in cash at bank of €2.86m 

 Increase in creditors and accruals of €4.03m 

The increase in fixed assets includes net adjustments to housing assets of 
€7.23m and increases in road assets of €3.44m. Long Term Debtors increased 
by €2.93m during 2020 primarily due to Capital Asset Leasing Facility (CALF) 
loans increasing by €3.35m while Recoupable Loan Advances decreased by 
€0.65m. 

The previous statutory audit reports referred to the funding requirement for the 
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Killorglin Area Service Centre of €7.94m. The Council discharged the sum of 
€8.02m (including €80k relating to legal and other costs) in May 2020. The 
funding arrangements on this transaction were not fully completed at time of 
audit (see paragraph 6.9 below).  

Future funding arrangements on land loans on which the Council incurred 
rollover interest charges of €281k during 2020 need to be established. Such 
funding arrangements will have an impact on Council's revenue account (see 
paragraph 8 below). 

3.2      Statement of Financial Position (Balance Sheet)  
 

The Council has shown a satisfactory Statement of Financial Position (Balance 

Sheet) at 31 December 2020. Due to the ongoing uncertainty arising out of the 

COVID-19 pandemic, as highlighted during the last year’s audit, this Council 

should continue its strict budgetary control and prudent financial management 

for the foreseeable future to maintain this position. 

3.3      Work In Progress 

There was an increase of €23m on Work in Progress and Preliminary Expenses 
when compared to 2019, bringing the total at the end of 2020 to €41.64m. The 
combined totals for housing (€25.2m) and roads (€10.83m) accounted for 
€36.03m or 86.53% of the overall expenditure. 

3.4      Local Property Tax (LPT) 

The Finance (LPT) Act 2012 (as amended), makes provision to allow the 
elected members of a local authority to pass a formal resolution to vary the base 
rate of the LPT for their administrative area by a percentage known as the local 
adjustment factor. The elected Members voted to increase the base rate by 10% 
for the financial year 2020. 

Chief Executive's Response 

The Council is heavily reliant on government funding and this is in line with 
previous years. The Council is especially sensitive to any changes in the Local 
Property Tax (LPT). This funding is needed to maintain essential services in the 
county. The 10% variation of LPT is retained within the county and helps to 
attract inward investment and provide services to the public. 

 

4 Income Collection 

4.1 Summary of Income Collection 

Summary of the income collections are as follows; 
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Income Source Yield % Debtors €m 

 2020 2019 2020 2019 

Rates 65% 86% €9.27m €6.49m 

Rents & Annuities 92% 93% €1.21m €0.98m 

Housing Loans 95% 94% €0.052m €0.066m 
 

4.2 Commercial Rates 

There are a total of 6,061 individual rate accounts at year end 2020 showing net 
arrears of €9.27m. This represents an increase in net arrears of €2.78m since 
the previous year and is primarily a result of the impact of the COVID-19 
pandemic.  

As stated in paragraph 2.3, a commercial rates waiver scheme was introduced 
for nine months from 27 March to 27 December 2020 for specific businesses. 
The percentage collected figure for rates is therefore not comparable to the 
2019 AFS because of this waiver. The Council have included a note to the AFS 
in Appendix 7 to disclose that the percentage collected, if the waiver total 
received (€18.1m) had been included in the "amount collected" column instead 
of the "waivers and credits" would have been 80%. This figure is more directly 
comparable to the 2019 collection percentage of 86%.  

There were 3,145 individual rate accounts showing arrears at year end 2020 
with 179 accounts exceeding €10k with an aggregate value of €4.78m. 
Therefore, a significant element of arrears are again concentrated within a 
relatively small number of individual rate accounts.  

The number of accounts with credit balances at year end 2020 totalled 1,024 
with an aggregate monetary value of €1.89m. This represents an increase of 
€1.6m since the previous year and is primarily due to the rates waiver being 
applied to a number of accounts who paid part or all of their 2020 rates charge. 
These amounts are treated as deferred income per Department Circular Fin 
02/2021.  

The general bad debt provision for rates in AFS 2020 is €6.4m, representing an 
increase of €1.2m on the previous year. Management has advised that post 
year end receipts of 2020 rates arrears to end of June 2021 totalled €2.4m, 
which indicates the level of provision in AFS 2020 to be reasonable. 

Chief Executive's Response 

The Council continues its focus on arrears management and has significantly 
reduced the arrears brought forward from 2020 during 2021. Of the €4.78m 
arrears referred to by the Auditor, 47 accounts amounting to the value of 
€1.783m have paid / settled in full during 2021 and 71 accounts to the value of 
€1.7m have engaged in payment plans. The Revenue Department continues to 
engage actively with all remaining rates customers.  
 
The overall increase in commercial rate net arrears of €2.78m does not include 
rate accounts in credit to the value of €1.89m. Specific accounting treatment for 
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AFS 2020 results in a higher comparative debtor figure to previous years.  
 

4.3 Valuations 

In previous audit reports, the issue of the Council having properties at various 
stages in the valuations process with the Valuation Office was highlighted. This 
matter represents a potential significant cash flow and loss of income issue for 
the Council. In the light of the impact of COVID-19 on revenue income streams, 
the Council should make every effort to ensure that revision requests are 
submitted to the Valuation Office for processing promptly. 

Chief Executive's Response 

County Kerry is engaged with the National Revaluation project currently 
underway. The number of properties submitted for revaluation fluctuates 
throughout the year and as at September 2021, over 606 were submitted to the 
Valuation Office. The Council makes every effort to ensure that properties are 
listed for revision in a timely manner. The issues raised by the Auditor have 
been raised at national level for the Local Government Sector. 

4.4 Housing Rents 

There are 6,031 individual rent accounts in 2020 of which 2,604 accounts, with a 
value of €1.61m, were in arrears at the year end 2020. This represents an 
increase in both the number of accounts in arrears and the monetary value of 
arrears when compared to the 2019 figures, which were 2,343 and €1.38m 
respectively. The number of accounts with credit balances at year end 2020 
totalled 3,022 with an aggregate value of €396k.  

It was noted at audit that the number of accounts with significant rent arrears 
continued to rise during 2020. The number of accounts with arrears exceeding 
€1,000 was 468 with an aggregate value of €1.13m. The 2019 comparative 
amounts were 389 individual rent accounts with a total value of €943k. 
Therefore, the number of rent accounts with arrears exceeding €1k at year end 
2020 and the value of those arrears have both increased by 20%.  

During previous audits a continued focus on early and regular engagement with 
tenants falling into arrears was recommended and this remains the position. 
Sample testing of housing rent accounts in arrears during this audit showed 
evidence of engagement or on-going attempts at engagement by the housing 
rents section with tenants in arrears.  

The bad debt provision on rents is €1.15m, which represents a provision of 95% 
of rents arrears (excluding credit balances) as well as RAS and Social Leasing 
net arrears, which have a combined total of €1.21m. This level of provision 
appears to be reasonable.  

It has been recommended to senior management that the Differential Rents 
Scheme should be reviewed with regard to the chargeability of the maximum 
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rents based on the residential dwellings occupied. A review on the sums 
charged in this area has not been completed by Kerry County Council for many 
years and the application of such charges in light of the current rental market 
may need to be addressed as well. 

Chief Executive's Response 

The performance for Housing Rents collections and arrears in 2020 must be 
considered in the context of the unprecedented circumstances of COVID-19.  
 
The management and collection of rents and focus on arrears management 
continues to be a high priority for the Housing section, with a continuing effort to 
implement a targeted approach to arrears management and ongoing 
engagement with tenants.  
 
Efforts continue in 2021 to address arrears, in particular with a designated staff 
member assigned to oversee the 'lower level' balances to avoid significant 
issues arising and early intervention. In addition, Revenue Collectors continue to 
actively pursue arrears cases, as well as encouraging electronic payments.  
 
With regard to the review of the Differential Rent Scheme specifically in relation 
to maximum rent, this project was commenced by the Housing Department in 
2020 by way of data gathering exercise. Further guidance from the Department 
of Housing, Local Government and Heritage in relation to Differential Rents 
Scheme generally, is awaited in the context of recently published Housing For 
All.  

4.5 Housing Property Vacancies 

The Council expended €1.26m on the refurbishment of its vacant housing stock 
prior to letting during 2020. As at 19 July 2021, the summary of waiting periods 
of refurbishments includes thirty-seven units, which have been awaiting 
refurbishment or re-allocations to tenants for a period exceeding two years. 
These units include twenty-four dwellings, which are deemed either derelict or 
semi derelict. 

Chief Executive's Response 

The number of Kerry County Council’s housing stock vacant for more than two 
years as at the 19th July 2021 was 37 units, this represents under 0.86% of the 
total social housing stock (approx. total 4,300).  
 
In respect of the vacant houses for more than two years, four of these properties 
have recently been completed/sold/allocated, seven of these properties are 
currently in the 2021/2022 works programmes with four units due for completion 
in Q4 2021, three properties due for completion in Q4 2022 and three properties 
require additional funding, an application for additional funding has been sent to 
the Department of Housing, Local Government and Heritage.  
 
The remaining twenty-three units are complex cases involving right of ways, fire 
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and structural issues, which due to their nature are preventing their current 
return to stock. In addition, a number require significant expenditure in order to 
re-let and are currently under review given the overall uncertainty on future 
funding.  

4.6 Housing Loans 

Housing loans net arrears at year end 2020, at €52k, have decreased when 
compared with the previous year arrears of €66k inclusive of credit balances. 
The collection yield for housing loans has increased from 94% in 2019 to 95% in 
2020. The net arrears balance includes 183 accounts with credit balances 
totalling almost €98k at year end 2020, similar to the previous year.  

There were a total of 325 active housing loan accounts during 2020 (383 during 
2019) with 101 loan accounts in arrears at year end 2020 totalling €150k. This 
represents continued progress in reducing arrears, which has been noted in 
previous audits. The comparative 2019 number of accounts in arrears was 126 
with an aggregate value of €165k.  

30 of these 101 accounts in arrears at year end had an aggregate value of 
€129k. These loan accounts represent 86% of total arrears in value and 
therefore, as has been noted during previous audits, the vast majority of housing 
loans arrears are contained within a relatively small number of housing loan 
accounts.  

Following sample testing of loan accounts with arrears during the audit, there is 
significant evidence of ongoing and continued engagement with housing loan 
account holders in arrears, with a number of loan accounts with significant 
arrears in the process of migrating to the Mortgage to Rent scheme. The 
provision for doubtful debts is €46k, which appears reasonable and relatively 
consistent with previous years.  

Chief Executive's Response 

The collection rate of 95% achieved in 2020 continues the upward trend in 
collection rates achieved in the past number of years.  Achieving an increased 
collection rate in 2020 despite the many difficulties posed by COVID-19 
restrictions is a positive outcome. This reflects proactive management of Loan 
Customer Accounts with a focus on early intervention for customers in arrears.  
 
In 2020, the Housing Department continued to implement the Mortgage Arrears 
Resolution Process (MARP) for customers experiencing difficulties and put in 
place solutions with customers.  In 2020, a number of Shared Ownership Loan 
accounts were restructured to Annuity Loans to enable these customers to 
address their arrears and achieve outright home ownership.  
 
Guidance issued by the Department of Housing, Local Government and 
Heritage in relation to Mortgage Payment Breaks for qualifying customers was 
implemented by the Housing Department with a number of loan customers 
qualifying under this Scheme.  
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During 2021, the Housing Section will continue to focus on arrears 
management, and it is expected that there will be a restructuring of a number of 
loan accounts with arrears.  The debt management unit will focus in particular 
on those accounts with significant arrears.  
 

5 Transfer of Water and Waste Water Functions to Irish 
Water (IW) 

Issues with regard to the transfer of title of properties including the subdivision of 
folios, right of way issues and sites not registered were highlighted in the 2014 - 
2019 audit reports. The Council is continuing to work with IW on these matters.  

In all, there are 371 water assets to be transferred to IW. The most significant 
details included in this total are as follows; 

 253 assets have to date been transferred to IW 

 118 assets remain to be transferred to IW 

Management has advised that the issues delaying the transfer of the remaining 
assets include third party ownership, boundary or mapping issues and 
duplicates. It is recommended that management take the necessary steps to 
resolve these outstanding issues. Progress made with regard to the remaining 
assets to be transferred will be reviewed at the next audit. IW are currently 
reviewing the process of transferring assets from the local authority with a view 
to expediting the process.  

As part of the Service Level Agreement (SLA), the Council continued to operate 
the water service on behalf of IW, which included all matters relating to the 
raising and the collecting of domestic water bills. This function ceased in 
December 2016. During 2020, €15.41m (net) was expended by the Council on 
the provision of these operational services and such costs were fully recouped 
from IW. The end of year debtor totals due of €1.73m was fully recouped in early 
2021.  

At audit, it has been confirmed that all water development levies collected in 
2020, amounting to €58k, due to IW have been offset against service level 
agreement charges issued by the Council at year end. 

Chief Executive's Response 

A dedicated resource, funded by the Department of Housing, Local Government 
and Heritage, has been assigned to asset transfer in 2021 to advance this 
process. Of the 118 assets remaining to be transferred, 44 are in Third Party 
Ownership, 32 are unregistered, 35 are in larger Kerry County Council Folios 
and 7 are relating to obsolete sites. The required surveying, mapping and legal 
procedures are ongoing to continue with the transfer process. 
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5.1 Future Payroll / Central Management Charges 

Previous audit reports referred to the need for clarification to be sought as to the 
issue of funding of payroll costs and central management charges when the 
SLA with IW is due to cease in 2025. This matter has not been clarified to date.  

In 2020, payroll and overhead costs amounted to 85.1% of the €15.52m total 
water and wastewater expenditure recoupable from IW. The issue of funding 
these costs going forward needs to be clarified as a matter of urgency as this 
has potentially significant financial consequences for this authority and will 
therefore be further reviewed at the next audit.  

Chief Executive's Response 

This issue has been identified as a key issue by the CCMA Water Committee 
and will be dealt with at a national level.  

5.2 Connection Agreements Surety Requirements 

During 2020, the Council expended €252k on various sureties under the above 
water connection agreement with IW for water connections to various housing 
projects. However, with regard to the recoupment of these monies to the 
Council, no formal written procedures have been agreed and put in place with 
the relevant stakeholders concerned (IW and the Department). This matter 
needs to be addressed as a matter of urgency and will be further reviewed at 
the next audit. 

Chief Executive's Response 

The Local Government Auditor's comments are noted. This matter has been 
raised through the CCMA Water Committee and is being dealt with through the 
appropriate channels for national consideration. 
 

6 Capital Account 

6.1 Capital Account Overview 

The favourable balance in the capital account at the end of 2020 increased to 
€72.7m from €67.9m at the end of 2019. There are 1,211 capital codes in this 
account at year end 2020. The closing balance is the aggregation of 549 capital 
codes with favourable balances totalling €94.6m, and 273 capital codes with 
deficit balances totalling €21.9m and 389 codes with a closing balance of €nil.  

6.2 Capital Balances 

The main elements of these capital balances are as follows; 
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Category of Capital Balance Amount (€m) 

General Reserves €46.4 Cr. 

Development Levies €16.4 Cr. 

Reserves Asset Replacement €9.2 Cr. 

Reserves Insurance Funding €9.2 Cr. 

Realised Tenant Purchase Annuities €1.4 Cr. 

Completed Asset Funded €6.4 Dr. 

Non-Project Asset Funded €1.4 Dr. 

Affordable Housing, Voluntary Housing and 
Agency Work 

€1.3 Dr. 

WIP / Preliminary Funded €0.8 Dr. 

 

The following table illustrates the number of codes in each of the bands as set 
out below; 

No. of codes Range of Credit Balances (€) Aggregate value (€) 

310 €1 - €50,000 5,192,533 

79 €50,001 - €100,000  6,038,378 

59 €100,001 - €200,000  8,654,733 

35 €200,001 - €300,000  9,113,749 

14 €300,001 - €400,000  4,970,834 

14 €400,001 - €500,000  6,341,613 

21 €500,001 - €1,000,000 14,777,000 

17 Greater than €1,000,001 39,565,680 

549 Total Value 94,654,520 

 

The continuing significant credit balances under the General Reserves category 
were again noted at this audit with 348 capital codes (includes 47 capital codes 
with nil balances) with an aggregate credit balance of €46.4m. It is again 
recommended that management carry out a comprehensive review of all capital 
codes and balances in order to rationalise same where possible. Specifically, I 
have requested that the Chief Executive ensures that a comprehensive review is 
completed on these favourable reserves balances before the end of 2021 with a 
subsequent report prepared on any findings prior to the commencement of the 
next audit. This report should also address the deficit and favourable balances 
in other capital code categories (see paragraph 6.3 below).  

There were 374 capital codes with either favourable or deficit balances at year 
end 2020 which had no financial activity during 2020, representing 45% of all 
such capital codes. Management should continue to review all inactive codes in 
order to establish or progress the Council's funding position of these balances 
and ensure the caprev flag assigned to each code is representative of the 
correct funding position.  

A review of the outstanding paying orders at the end of July 2021 identified 
three land acquisition cases totalling €25.5k, which were not cashed. Legal 
issues and formalities on these cases had not been completed even though 
paying orders were drawn during 2016 and 2017. 
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Chief Executive's Response 

As outlined to the Council at the recent preliminary Budget 2022 meeting, the 
Council is progressing a very significant capital development program for 
Housing, Roads, Urban Regeneration & Development Schemes, Amenity 
Projects etc. These will require a substantial own resource contribution from the 
County over the coming years. The balances referred to above are identified to 
meet, in part, the commitment arising from these capital projects and also to 
meet the ongoing statutory and financial liabilities of the Council. Outstanding 
paying orders are actively monitored on an ongoing basis. There can however 
be legal issues which can impact on the conclusion of the transaction. 

6.3 Capital Expenditure 

There was a continuing increase in overall expenditure noted again in 2020.  
Total expenditure of €83.41m (including transfers) was €2.01m or 2.47% greater 
than that incurred in 2019 (€81.4m). The main items of expenditure were those 
in Housing and Building of €41.44m, Roads Transportation & Safety of €21.43m 
and Miscellaneous of €10.31m. The combined expenditure totals in these 
categories totals €73.18m and accounts for 87.7% of the overall expended total 
in 2020.  

Housing Capital 

The expenditure items listed hereunder accounted for €30.85m or 74% of the 
total housing expenditure of €41.44m (including transfers to/from revenue) 
incurred in 2020 as follows;  

Housing Capital Expenditure Category Amount 

10 x Housing Construction Projects €21.73m 

4 x Capital Advanced Leasing Facilities €  4.60m 

Land Loan Redemptions €  3.46m 

Social and Part V Refunds €  1.06m 

 

Roads Capital 

The following are the main roads capital projects underway in 2020, 
representing €10.86m or 51% of the €21.43m (including transfers to/from 
revenue) total roads expenditure incurred in the year under review; 

Name of Project Expenditure 2020 

N71 Carhoomeengar to Kenmare Square €2.58m 

Listowel Bypass €1.34m 

Waterville TC to River Inny Bridge €2.44m 

N86 Lispole to Mountoven €2.18m 

N86 Tralee – An Daingean €1.33m 

Clash Cross to Ballymullen €0.99m 

 



13 

Chief Executive's Response 

The expenditure outlined by the Local Government Auditor reflects the very 
extensive capital programme currently underway in Kerry.  

6.4 Listowel Bypass 

During 2020, €1.34m was expended on this project, which included €436k 
consultancy/professional services and €535k on land compensation. These 
combined totals of €971k accounted for 72% of the total expenditure in the year. 
The accounting procedures and controls on these expenditure items were 
examined on a sample of transactions at audit and these were found to be 
satisfactory. 

Chief Executive's Response 

The Local Government Auditor's comments are noted. 
 

6.5      Unsold Affordable Houses                   

At the end of 2020, there are eight unsold affordable houses with combined 
unfunded debit balances of €1.69m. This legacy issue has been ongoing for 
many years and needs to be finalised as a matter of urgency. 

Chief Executive's Response 

This matter has been referred to the Department of Housing, Local Government 
and Heritage for further engagement nationally.  
 

6.6      Specific Credit Balances 

There were 33 specific credit balances verified on a sample basis in excess of 
€50k where no change had taken place in the opening and closing credit 
balances during 2020. These amounted to €7.71m.  

These specific closing balances had no movement in the period 2017-2020. It is 
again recommended to senior management that this issue as highlighted in 
previous audit reports needs to be addressed as a matter of urgency in 2021. I 
have again requested that a review of these capital codes should be undertaken 
and, where necessary, the appropriate accounting adjustments be reflected in 
the 2021 AFS and progress on this matter will be reviewed at the next audit. 
This is now more urgent in light of the current financial circumstances facing this 
local authority as a result of the COVID-19 pandemic. 

Chief Executive's Response 

These balances will be required to meet the significant financial obligations of 
the statutory and financial liabilities of this Council. These balances are actively 
monitored and reviewed as part of long-term financial planning and in the 
context of future liabilities.   
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6.7      Deficit Capital Balances 

As stated in paragraph 6.1, the Council has 273 capital codes with deficit 
balances totalling €21.9m at the year end 2020. The 30 most significant deficit 
balances totalling €15.1m were reviewed at audit in order to ascertain their 
funding status. The Head of Finance has advised that €14.2m of these deficits 
are fully funded as at 31st August 2021. It is recommended that funding sources 
are developed by management for the following €0.9m of unidentified unfunded 
deficit balances; 

Job Description Deficit Balance (€) 

Glenbeigh Land  355,072 

Strategic Purchase Lands Fenit 339,189 

The Peninsula, Kenmare 233,000 
 

Furthermore, continuous reviews and updates of individual capital codes are 
recommended in order to progress the sourcing of funds for unfunded deficit 
balances in the capital account so that the Council clearly establishes its own 
funding obligations. Progress on this matter will be reviewed at the next audit. 
 
Chief Executive's Response 

Funding of these debit balances is provided for as part of prudent financial 
planning and significant progress has been made to reduce these balances. It 
should be noted that these balances are in the context of overall financial 
activity of €595m for 2020. A funding plan is in place for each of these balances 
and will be reviewed as part of AFS 2021. 
 

6.8      South Kerry Greenway 

The planning application for the above project was lodged with An Bord 
Pleanála in August 2018. The board, following an oral hearing on the matter, 
granted permission for the proposed development in November 2020. Following 
the decision of the Board, two applications were made to the High Court seeking 
a Judicial Review. The High Court heard the applications in late June 2021 and 
subsequently ruled in favour of the decision made by the Board. A further 
application was made to the High Court seeking a further appeal to the Appeals 
Court and a ruling on this application is awaited.  
 
To date, the Council has expended €1.44m on various costs including fees on 
the above project.  
 
The breakdown of these costs are as follows; 

 

 Various Consultancy Fees    €931k 

 Legal Fees                            €276k 

 An Bord Pleanála                  €233k  
 
All such expenditure incurred has been fully recouped from the central funding 
agency concerned. This matter will be further reviewed at the next audit. 
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Chief Executive's Response 

The Local Government Auditor’s comments are noted.     
 

6.9      Redemption of Capital Commitments - Killorglin Area     
           Service Centre   

 
In April 2020, the Council discharged its legal financial commitments on the 
above centre for the sum of €8.02m (including €80k relating to legal and other 
costs). This matter had been raised in previous statutory audit reports. The sum 
concerned was financed by capital reserves of €3.55m and a loan facility of 
€4.7m, which includes a provision of €230k for potential future costs.  

 

In December 2020, the elected members authorised the raising of this loan for 
the sum concerned. To date, Departmental approval for the loan facility has not 
been finalised. This matter will be further reviewed at the next audit. 
 

Chief Executive's Response 

The legal and financial obligations in relation to the Killorglin Area Services 
Centre were discharged in 2020. The Department of Housing, Local 
Government and Heritage sanctioned the loan facility in August 2021.  The 
Council commits to the full drawdown of the loan in 2021. 

6.10    N86 Lispole to Ballynasare Lower & Ballygarret to Camp 

The contract works on this road improvement scheme project were undertaken 
between 2016 and 2018. The tender sum was €7m excluding VAT. Total 
payments on these works to the end of 2020 amounted to €9.65m excluding 
VAT. During the course of the works, determinations were issued by the 
employer's representative to the value of €1.36m (excluding VAT). These 
related to additional works instructed by the employer and included, amongst 
others, ground conditions, changes to accommodation works and additional 
utilities. 

In addition to the foregoing the contractor also lodged additional claims resulting 
in a disputed amount of €3.98m (excluding VAT) with the Council. The most 
significant sums in these claims were as follows; 

 Accommodation works for landowners not agreed at time of tender - 
€820k 

 Additional rock imported by contractor which became surplus and is now 
available for future N86 phase works - €503k (which the independent 
conciliator valued at €312k in his final report) 

 Extraction and disposal of additional areas of Japanese Knotwood - 
€458k 

 Design various revised works as instructed by employer during 
construction - €343k 
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Because agreement could not be reached between the parties involved on the 
issues at hand, it was decided to utilise the dispute resolution mechanism, as 
provided for under the conditions of the contract. An independent conciliator was 
appointed to resolve the aforementioned issues.  

Following submissions lodged and a subsequent independent hearing in 2020, 
no formal agreement could be reached, the conciliator issued a 
recommendation to the payment of €1.364m (excluding VAT) in full and final 
settlement of the disputed sums above.  

This was accepted by both parties and also agreed and endorsed by the central 
funding agency concerned with this project. The payment of these monies and 
the reimbursement of the Council by the relevant grant aiding authority was 
completed in 2020. I have asked senior management to ensure that rock 
material valued by the conciliator at €312k is included in the end of year material 
stocks in 2021. This matter will be further reviewed at the next audit. 

Chief Executive's Response 

The Local Government Auditor's comments are noted. The rock material valued 
by the conciliator will be included in the end of year material stocks in 2021. 

7 Fixed Assets 

7.1 Overview 

Fixed assets were included in the AFS for the first time in 2003. The complete 
asset bases held at that date were valued in accordance with the guidelines 
issued by the Department. Since 2003, all assets either purchased or 
constructed are included in the balance sheet at cost.  

In 2014, the financial value of the assets base was further enhanced with the 
inclusion of assets held by the former town councils of Killarney, Tralee and 
Listowel.  

The net book value of fixed assets increased by €16.9m during 2020 to €3,603m 
with the most significant increases relating to housing (€7.2m), Roads and 
Infrastructure (€3.4m) and Buildings (€8.4m). (See paragraph 6.3 on capital 
expenditure).  

It is noted that the net book value of roads of €2.808bn amounts to 78% of the 
total net book value of assets €3.603bn at the end of 2020.  

7.2 Fixed Asset Register 

It is noted that this Council does not maintain a register of lands and buildings. 
This matter needs to be addressed as a matter of urgency. Specifically, it 
should; 

 Review its historic assets and ensure that it has recorded appropriate title 
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to all its assets 

 Identify all way-leaves or permissions pertaining to these assets, and 
record and register all its assets with the Property Interest Register 

 Ensure that all assets are reconciled to the insurance register. 

Progress made in this area will be reviewed the next audit. 

Chief Executive's Response 

The Council's fixed asset register is contained within the Council's financial 
management system - it includes a comprehensive listing of all assets including 
lands and buildings. 
 
The Facilities Management Unit commenced a review to update the required 
information for the Property Interest Register in 2021 and work will be completed 
in this area in 2022. 

8 Loans Payable 

8.1 Loans Payable Overview 

Kerry County Council has loans payable totalling €63.98m at year end 2020 of 
which 85% are non-mortgage loans (€54.2m). The vast majority of loans 
payable are Housing Finance Agency (HFA) borrowings (90.61%) with FMS 
Wertmanagement (FMS - WM) holding 5.72% of loans Irish Public Bodies (IPB) 
holding the remaining 3.67%. 

Non-mortgage Loans:  

The land loans of €25.75m at the year end are being repaid on an interest only 
basis. Repayments on these loans totalled €281k during 2020. These 
repayments are non-recoupable and are therefore funded by Kerry County 
Council's own resources through the revenue budget. A part loan redemption of 
€3.45m on lands loans was completed during 2020. The future financing of 
these loans needs to be resolved as a matter of urgency when consideration is 
taken of the financial impact that the COVID-19 pandemic is having on the 
Council's financial position.  

It is recommended that in the light of the financial impact the COVID-19 
pandemic is having on the Council's financial position a continuous review of the 
Treasury Management policy to continue as a priority issue.  

Recoupable Loans:  

There are recoupable loans totalling €16.04m at year end 2020. These consist 
of voluntary housing loans (€14.63m) and water related loans (€1.41m). The 
total repayments on these loans during 2020 were €1m and are fully recoupable 
by Kerry County Council. As these loans are fully recoupable, the loan balances 
are now recorded in the AFS as loans payable with a matching amount in long 
term debtors in accordance with Department Circular Fin 01/2018.  
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Chief Executive's Response 

The loan portfolio held by the Council is actively managed through the Finance 
Department. The loans balance has been reduced by €4.6m through loan 
redemptions during 2020, as part of a strong overall Treasury Management 
Policy in place in the Council. It is intended that this focus will continue 
particularly in the context of 'Housing For All' over this and coming years. The 
ratio of Loans Payable to Revenue Income for 2020 is 0.29:1 which is 
considered satisfactory, in the overall context of the financial standing of the 
Council.  
 

9 Development Contributions 

9.1 Development Contributions Overview 

Development contributions income is recorded in AFS 2020 as €3.55m 
representing an increase of €1.39m on the 2019 comparative amount. 
Development contribution debtors increased at year end 2020 to €3.3m from 
€2.7m in the previous period. Income from development contributions not due to 
be paid in the current period is deferred and is not disclosed in the annual 
financial statement of local authorities in accordance with the Accounting Code 
of Practice (ACoP).   

9.2 Bad Debt Provision 

The provision for doubtful debts relating to development contributions is €2.48m 
or 75% of the year end development debtor amount. The bad debt provision 
comprises largely of accounts where the development phases of projects are 
uncertain to go ahead and/or the amount billed is unlikely to be realised in the 
short-term. An aged debtor analysis of development contributions show that 
65% of the year end debtor amount is greater than one year old.  

The bad debt provision for development contribution in AFS 2020 appears 
reasonable based on the age and value of debtors. However, as stated in last 
year's audit report, it is essential in the current climate of uncertainty that the 
Council continues to monitor its level of provision for development contributions 
at year end 2021 and for future years.  

Chief Executive's Response 

The level of bad debt provision will be kept under review for AFS 2021. 
 

9.3 Review of Arrears 

There are a total of 55 accounts with development contributions owing in excess 
of €10k amounting to €1.9m or 57% of the year end total. While acknowledging 
that 44% (€833k) of these relate to Social Housing Exemptions which are 
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ultimately not collectable, a summary of these arrears is as follows:  

Status of Sample Arrears Amount % of Sample 
Arrears 

Active Payment Plans   €95,643  5% 

No Payments Made €545,410 29% 

Social Housing Exemption €832,783 44% 

Disputed Accounts €236,204 12% 

Bad Debts   €28,380  1% 

Payments made €163,437  9% 

 

Chief Executive's Response 

The Auditor's comments are noted. The increase in arrears since the previous 
year is primarily a result of the impact of the COVID-19 Pandemic. It should be 
noted with regard to the Social Housing Exemptions that these amounts will be 
written off in accordance with Kerry County Council’s development contribution 
scheme and national legislation. 
 
A targeted focus on Debt Management is in place for Development 
Contributions, progress is being made in relation to the outstanding arrears.  
 

10 Procurement 

10.1 Public Spending Code 

The Council has completed the "Public Spending Code" - Quality Report 2020. 
This report reflects the Council's self-assessment of compliance with the Public 
Spending Code.  

Internal audit reported on in-depth checks carried out on three projects as 
follows; 

 Lohercannon Housing Project - Internal audit concluded that there is 
evidence that Lohercannon Housing Construction Project is actively 
managed with clear governance arrangements in place.  

 Killorglin Pavement Scheme - Internal audit is satisfied that strong 
governance processes are in place that ensure management and 
oversight. Construction work has finished and a final account report is at 
draft stage. This report included a review of the project, outlined lessons 
learned and provided guidance on any changes or improvements to be 
considered for future projects.  

 Management of SICAP - Internal audit has concluded that there is 
evidence that SICAP is actively managed with governance arrangements 
in place. There is significant compliance with the requirements of the 
code in the management of SICAP and clear control processes in place 
to support compliance with the Public Spending Code.  
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Chief Executive's Response 

As part of this Quality Assurance exercise, Kerry County Council's Internal Audit 
Unit carried out Public Spending Code appraisals on the three projects 
referenced above and found significant internal controls and governance in 
place, demonstrating that these projects are actively managed. 

11     Local Authority Companies 
 

11.1    Local Authority Companies Overview 
 
The Council’s interest in companies is set out in Appendix 8 to the AFS. This 
table includes information with regard to the extent of control exercised by the 
Council, brief financial details and the date of the latest financial statements 
received. None of these companies are consolidated in the Council’s AFS. 
During the previous year's audit, management were advised that documented 
oversight and governance arrangements should be established with regard to 
subsidiary and associated companies of Kerry County Council. It was again 
recommended that these oversight arrangements and procedures should be 
documented and implemented. This matter will be reviewed at the next audit of 
accounts. 

 

 11.2   Killarney Sports and Leisure Campus Limited 

The principal activity of this company is the provision of sports and leisure 
facilities to the public. In 2020, the Council made payments totalling €209k to 
this company, €130k towards operational costs and €79k for additional fixed 
assets.  

The most recent audited accounts received in respect of this company are for 
the year ended 31 December 2019, when it recorded a deficit of €73.2k for the 
year. Proposals will have to be formulated and implemented to address the 
accumulated deficit of €1.8m at the end of 2020.  

 

 11.3   Tralee Bay Wetlands 

The Tralee Bay Wetlands Company Limited operates the Tralee Bay Wetlands 
Centre. In 2020, the Council made payments totalling €123k to this company as 
a subvention towards both the operating costs and capital assets purchased in 
the year. 

The most recent unaudited accounts received in respect of this company are for 
the year ended 31 December 2019, when it recorded a deficit for the year of 
€23k (€9k in 2018).  During previous audits, it was recommended that proposals 
should be formulated and implemented in order to address the accumulated 
deficit of €1.14m at the year end.  
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It has been noted that a previous audit recommendation to senior management 
that the exemptions being provided for by Chapter 25 of Part 6 of the 
Companies Act 2014 and under the conditions specified in section 358 of the 
Companies Act 2014 should be waived to allow for a complete audit of this 
company was implemented in 2019. This matter will be further reviewed at the 
next audit of accounts. 

Chief Executive's Response 

The Council maintains an Internal Management Committee comprising of senior 
staff of Kerry County Council which reports to the directors of Killarney Sports 
and Leisure Campus Limited. The committee meets bi- monthly with the 
operators of the pool to review the activities of the complex including operational 
and financial activity. Operational efficiency improvements continued to be 
implemented in 2020. The closure of the complex during 2020 was required due 
to COVID-19 restrictions on businesses and society under the ‘Living with 
COVID Plan’. The Sports Hall is currently being utilised by the HSE as a 
vaccination centre. The impact of COVID-19 on the Centre’s finances continues 
to be closely monitored and managed. The company optimised the supports 
available by Central Government for this Sector. 

Regarding Tralee Bay Wetlands, arrangements have been made to implement 
audits in this Company for the 2019 and 2020 accounts, as recommended by 
the Auditor and will be reflected in the 2021 Annual Financial Statement. 

12     Governance and Propriety 
 

12.1    Governance overview 

Corporate governance comprises the systems and procedures by which 
enterprises are directed and controlled. It is the responsibility of management to 
ensure that such systems and procedures exist and are robust.  

In 2018, Kerry County Council commissioned the Institute of Public 
Administration (IPA) to independently undertake a review of governance 
arrangements within the Council. The benchmark for the assessment was the 
Governance Principles and Governance Framework for the Local Government 
Sector (2015), supplemented by a number of relevant aspects of the Code of 
Practice for the Governance of State Bodies (2016) and provisions of other state 
and public governance codes which are relevant and appropriate to local 
government sector.  

The report sets out a number of recommendations for the further enhancement 
of governance across the organisation for implementation. These will be 
reviewed further at the next Audit. 

Chief Executive's Response 

Based on the Review which Kerry County Council commissioned, the IPA 
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concluded that Kerry County Council had a strong governance culture and 
strong governance systems and processes in place and that Governance 
remains an area of key strategic focus within the Council. As part of the Review 
and to reflect evolving governance obligations across the State, Public and not-
for profit Sectors, a number of recommendations were made which would further 
enhance governance arrangements, these have been considered and are being 
actioned by the Council.   

 

 12.2   Internal Audit Function 
 

The internal audit function of Kerry County Council operates within the audit 
plan as agreed with the Chief Executive and the audit committee and reports 
directly to both. Internal audit published seven reports during 2020 as follows; 

 SICAP audit 

 Fire Services Payroll 

 Uncashed Pay Orders 

 Sports Grants 

 Public Spending Code (3 reports) 
 

Internal audit has advised that all internal audit reports are presented to the 
Audit Committee and to the Chief Executive.  

The quality of output from internal audit is of a high standard and I have taken 
account of the work performed in carrying out my audit. It is again 
recommended that management ensure the timely implementation of 
recommendations made in all internal audit reports published.  

However, since the impact of the COVID-19 pandemic on this local authority, 
the need to change many facets of the way this organisation operates, to ensure 
the continuity of its service base to its varied customer base has been 
implemented by the Council.  

It has been recommended to senior management that a review of the internal 
audit function should be completed in order to ensure that it can adapt to these 
COVID-19 pandemic challenges that it may face going forward and continue to 
provide a key service function which is of interest to various stakeholders both 
within and outside the Council including that of external audit. 

12.3    Audit Committee 
 

The audit committee, which operates under an audit charter, met on four 
occasions during 2020. The committee, which is independent of management, 
consists of five members including two elected representatives.  

12.4    Ethics in Public Office 
 

During the course of the audit, I was informed by the Chief Executive that a 
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complaint had been received by the Ethics Registrar under Part 15 of the Local 
Government Act 2001 in relation to an alleged contravention of Section 177 of 
the Local Government Act 2001. This matter is currently under consideration 
and will be further reviewed at the next audit.  

Chief Executive's Response 

The Auditor’s comments are noted. 

 

13     Risk Management 
 

Kerry County Council maintains a corporate risk register and individual risk 
registers for each directorate. Management has advised that a process is in 
place for a regular review of each directorate risk register.  

Each directorate is requested to consider any risks in their area of responsibility, 
which should be considered for inclusion in the Corporate Risk Register. Any 
such identified risks are discussed at senior management team (SMT) meetings 
and considered for inclusion. The Corporate Risk Register is then reviewed by 
the Director of Corporate Services and included on the agenda of senior 
management team meetings for formal review, consideration and approval.  

The most recent Corporate Risk Register was published in May 2021, which 
identified 10 key risk areas. These key risk areas are as follows: 

 Difficulties in the maintenance of essential and normal Council services as 
a result of COVID-19 and the restrictions and financial impact of the 
pandemic 

 Uncertainty of local income streams, reduced government allocations as a 
result of the pandemic and the uncertainty around the impact of Brexit for 
Ireland 

 The loss, damage and outage impact of a cyber-attack, malware, data loss 
etc. 

 GDPR compliance 

 Risk of serious injury or fatality to staff or persons in the workplace or 
members of the public in connection with works / services being provided 

 Deficit in road, rail and air transport to meet the needs of citizens including 
broadband, water and wastewater infrastructure and suitable 
accommodation to facilitate the development of sustainable communities 

 Meeting the environmental targets being set both nationally and 
internationally  

 Meeting the delivery of Housing programme targets under the “National 
Housing for All” programme. 

 Homelessness and the challenges in reducing incidents of homelessness  

 Meeting the challenge of maintaining and enhancing current housing stock 
 

Management has advised that processes are currently underway to mitigate the 
threats posed by these key risk areas. 
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Chief Executive's Response 

The Corporate Risk Register is formally reviewed and updated on a bi-annual 
basis or more frequently if a particular serious risk arises. The Council will 
continue this approach for the current and coming years.   

 
 

14     Other Matters  
 

14.1    Deferred Income 
 

Deferred income is recorded in AFS 2020 as €12.06m which is an increase of 
€2.19m on the 2019 figure of €9.87m and is made up as follows; 

 Capital                                  €5.58m 

 Revenue                               €5.59m 

 Irish Water SLA                    €0.89m 
 

The most significant elements of the capital expenditure deferred income amount 
noted above of €5.58m are as follows; 
 

 Roads Capital:                      €4.35m  

 Housing and Building:          €0.42m 
 Other Projects:                     €0.81m 
 

From our sample testing it is noted that while the majority of the 2020 deferred 
income balances have been or are due to be expended by the end of 2021, there 
remain a number which are not expected to be fully expended for a number of 
years, such as the IW SLA amount totalling €891k. It is recommended that a 
review of all deferred income balances is carried out and, where possible, this 
work is expedited.  
 

Chief Executive's Response 

The €0.89m Irish Water SLA amount is advance working capital from Irish 
Water. This is in place nationally with an agreed accounting treatment. It is to be 
treated as deferred income for the life of the SLA (12 years) and will be netted 
off against the final payment due to the LA under the SLA Agreement in 2021.  
 

14.2    Duty of members appointed to Outside Bodies 
 

At the conclusion of the audit, I was informed that eight elected members have 
been requested to submit outstanding returns in respect of expenses payable by 
outside bodies in accordance with Circular LG 04/2019 and the Local 
Government (Expenses of Local Authority Members) Regulations 2014-2017 
(S.I. No. 236 of 2014 & S.I. No. 494 of 2017). This matter will be further 
reviewed at the next audit.  
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14.3    Future Superannuation Awards 
 

During 2020, the Council incurred €2.05m in respect of various payments of 
superannuation awards with €686k of specific superannuation credits being 
transferred to the revenue account and €800k to capital to meet these costs. At the 
end of 2020, various credit balances amounting to €3.36m remain in the capital 
account in respect of future superannuation. 
 

Chief Executive's Response 

This is an increasing cost on this Council in recent years and to address the 
uncertainty with this increasing liability it is considered prudent to match the 
revenue provision with capital transfer from specific credit balances approved by 
the Members, ring-fenced for pension liabilities, to provide for any exceptional 
superannuation payments in any given year. Capital transfers are included in 
the Revenue Budget in support of National Road Design Office pensions. The 
total also includes provision for fire fighters’ gratuities, members’ gratuities and 
staff retirements.  It is noted that the Accounting Code of Practice refers to the 
requirement relating to pensions and their application to local authority 
accounting remains under consideration at Central Management Level. 

 

 14.4   Timelines for Responses and Preparation of Accounts 
 

The draft AFS for 2020 was signed by the Chief Executive and Head of Finance 
and made available for audit on 31st March 2021. It is acknowledged that all 
audit requests were addressed by the Council in a timely and professional 
manner under challenging conditions while implementing new work practices as 
a result of the global pandemic. I would particularly like to thank the Head of 
Finance, Financial Accountant and all the Finance staff for their assistance and 
courtesy during the course of the 2020 audit process. 
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