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AUDITOR’S REPORT TO THE MEMBERS OF CORK CITY COUNCIL  
 

 
1 Introduction 
 
1.1 I have audited the Annual Financial Statement (AFS) of Cork City Council for the year ended 31 

December 2015, which comprise 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, Planning, Community and Local Government.   

 
 My main statutory responsibility, following the 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 2015 and its income and expenditure. My audit opinion, which is 
unmodified, is stated on page 3 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 
judgements 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. 

 
1.2 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 Financial Standing 
 
2.1 Income and Expenditure 
 

The Council recorded a surplus of €7k for the year after making net transfers of €3m to reserves. 
This resulted in a cumulative surplus in the general reserve of €779k at the year-end. The 
Members approved the over-expenditure at their May 2016 meeting. A summary of the budget 
compared with the outturn per service division is disclosed in Note 16 of the AFS. 

 
2.2 Fixed Assets 
  
 The Council’s fixed assets increased in value by €52m during 2015.  The main items contributing 

to this increase were: 
 

 A net increase of 31 units of housing stock valued at €9m 

 An historical cost adjustment of €40m relating to lands previously included in work in progress 

 The addition of Hollyhill Library  valued at €4.3m 
 

 Previous audit reports have expressed my concern in relation to the need to properly update the 
Property Interest Register (PIR) which records the Council’s interest in land and buildings. I also 
indicated the requirement to reconcile these records with the Council’s Fixed Asset Register 
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(FAR). The Council has committed resources to completing these two exercises and it is estimated 
that the work will not be completed until 2018. As highlighted in paragraph 9 it is essential that the 
Council maintains proper records relating to its property in order to properly manage these 
valuable assets under its custody and control.  

 
Chief Executive’s Response 

  
The completion of PIR remains a priority within Cork City Council. Additional resources have 
been assigned to the project which will be completed in Q2 2018. The PIR will facilitate 
reconciliation with the City Councils Fixed Assets Register. 

 
2.3 Work in Progress and Preliminary Expenditure 

 
  In the previous year’s audit report I highlighted that the work in progress and preliminary 

expenditure figures were overstated due to a number of capital projects being incorrectly classified. 
The Council has completed the majority of the corrections required in preparing the 2015 AFS, 
which has resulted in the expenditure and income being substantially reduced compared with 
2014.  Included in these adjustments was the historic cost adjustment of €40m in respect of land 
which is now recorded in fixed assets. The remaining corrections need to be completed and 
incorporated into the 2016 AFS. 
 
Chief Executive’s Response 
 
A review of the classifications on capital projects will be carried out and the necessary 
corrections made in 2016 AFS. 
 

2.4 Long Term Debtors 
  
               The main item contributing to the increase in the long term debtors was a correction of €13m 

relating to a Courthouse loan which I made reference to in the previous year’s audit report. 
    
2.5  Loans Payable 
 
 Bridging Finance and Unsold Affordable Housing Units 
 

Included in the Council’s long term borrowings were bridging loans of €30m, on an interest only 
basis, in respect of 95 housing units originally acquired for resale under the affordable housing 
programme. 
 

 During 2015, 79 units were allocated to approved housing bodies under the Social 
Leasing Scheme. These leases are for an initial five year period with interest costs 
(€0.3m in 2015) fully recoupable from the Department of Housing, Community and Local 
Government (the Department) provided the houses are occupied by qualifying tenants.  

  

 11 units were transferred to the Council’s own social housing stock during 2015. A debit 
balance of €2m is recorded on the capital account in respect of these properties. 

 

 The remaining 5 units were transferred to the Council’s ownership during 2016 and 
subsequently allocated to an approved housing body under the Social Leasing Scheme. 

 

 €8.3m of the bridging finance relates to housing units that were previously sold under the 
affordable housing scheme or taken into the Council’s housing stock. These loans will 
have to be funded from the Council’s own resources. 
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Land Loans 
 
The borrowing’s figure includes Housing Finance Agency (HFA) loans of €37.5m in respect of 
parcels of land (102 acres) that were bought a number of years ago and are being repaid on an 
interest only basis (€0.7m in 2015). These lands are now being considered for development. 
The outcome of these considerations will determine the Council’s exposure to having to fund 
these loans from its own resources in the future. 

  
 Chief Executive’s Response 
 

The City Council is advancing plans for housing development on a number of these sites. The 
City Council has applied for funding for infrastructural works to facilitate early development on 
a parcel of lands with an existing loan. Also a part 8 has been approved for housing 
development on another site with a HFA loan.   
The loans for advance housing lands and the Affordable Housing Schemes (AHS) are kept 
under constant review both within the Council and with the Department.  

 
 
3 Income Collection 
 
3.1 Summary of the Major Revenue Collections 
 
 A summary of the main collection account performances with the comparative figures for the 

previous year is as follows: 
 
  
 
 
 
 
 
 
3.2 Rates 
 

The rates collection levels improved in 2015 with the arrears reducing by €2.5m at 31 December 
2015. The Council achieved a collection yield for the year of 78%, an improvement of 3% on the 
restated 2014 outturn. The basis for calculating the rates yield was amended in accordance with 
Circular Fin 03/2016 Preparation and Submission of AFS 2015 and this allowed the exclusion of 
specific doubtful arrears from the computation as set out in Appendix 8 
 
Debtors representing 20% of the closing arrears (€4m) were reviewed to establish the progress 
being made in collecting these sums. The following were my findings; 
 

 42% were in receivership/liquidation; 

 37% were being pursued for the arrears; 

 18% had payment plans in place; and 

 3% were subject to valuation disputes and were waiting resolution. 
 

 The bad debt provision at the year-end amounted to €13.2m, which represented 66% of the 
closing debtor. 

  
Chief Executive’s Response 
 
The collection of income continues to be challenging and every effort is made to secure the 
Council’s income. Initiatives continue to be undertaken to strengthen debt collection measures and 

 2015 
 

2014 
 

Rates 78% 75% 

Housing Rents & Annuity 81% 83% 

Housing Loans 71% 74% 
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processes while recognizing the difficulties faced by the ratepayers of the city.  
 
3.3 Rents 
 

A collection level of 81% was recorded for the year 2015, which was down 2% on the previous 
year. The debtor at the year-end amounted to €4.7m against which the Council provided for €2.5m 
(53%). During 2015 the Council commenced a global rent review which is still ongoing. The 
application of back-rent where undeclared income was found has contributed significantly to the 
increase in arrears.  
 
 At the year-end the Council had 8,913 active rent accounts of which 5,730 (64%) were in arrears. 
Of these; 
 

 2,897 (32%) had arrears of four weeks or more (€2.7m of the arrears total);and 

 446 (5%) were in arrears for more than one year (€2m of the arrears total); 
 
The Council needs to ensure that adequate procedures and controls are in place for the timely 
identification of undeclared income and to ensure this income stream is properly managed. 
 
Chief Executive’s Response 
 
The collection of rental income continues to be challenging. Initiatives have been taken to 
strengthen debt collection including the allocation of additional resources and this will lead to 
an overall reduction in rent arrears.   

 
3.4 Housing Loans 
 

The collection performance declined from 74% to 71% in 2015 with arrears rising by €167k (17%).  
The debtor at the year-end amounted to €1.1m against which the Council made a bad debt 
provision €0.9m. At the year-end the Council had 717 accounts, of which 300 were in arrears. The 
following is a summary of these; 
 

 90 (30%) had arrears of less than one month; 

 50 (17%) had arrears between one and three months; and 

 160 (53%) had arrears over three months 
 
At the year-end only ten accounts had entered the Mortgage Arrears Resolution Process (MARP). 
A more proactive approach is required to ensure that appropriate action is initiated in relation to 
loan arrears on a timely basis. 

  
Chief Executive’s Response 
 
In 2016 a more proactive approach has been taken whereby loans in arrears are being 
managed through the Mortgage Arrears Resolution Process. Where loans have been found to 
be unsustainable through this process the most appropriate course of action is being taken. 
For other arrears the Council is working with borrowers to agree the best option to reduce 
arrears over time and put the loan back on a sound footing 

  
4.  Transfer of Water and Sewerage Functions to Irish Water (IW) 
 
 As recorded in the previous year’s audit report, the Council removed fixed assets with a net book 

value of €326m from its 2014 AFS in accordance with Circular Fin 02/2015. The Council is 
maintaining a register to record and track the progress in transferring title for these assets to IW. 
The Council has transferred all the underground assets to IW however; none of the over-ground 
assets have yet transferred.  
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 The Council held water related loans with a value of €12.2m at the end of 2015. The cost of 

repaying both interest and capital on these loans is being funded by the Department. During 2015 
the Council redeemed €5.1m of HFA water related loans with grant monies received from the 
Department. 

 
 The debtor balance of €5.2m due to the Council in relation to the legacy debt, service level 

agreement and agency works, referred to in my previous audit report, was paid by IW during 2015.  
 At December 2015 the Council recorded a service level agreement debtor amounting to €158k 

due from IW.  The Council also recorded a creditor of €495k due in respect of development 
charges and other monies collected on behalf of IW.  

   
Chief Executive’s Response 

  
The process of transferring over-ground Water Service assets is being progressed with Irish Water 
with a view to having this completed as soon as is practicable given the complex nature of the 
sites involved.  

 
 
5.  Capital Account 
  
 5.1 Overview 
 

The Council expended €56.5m on capital projects. Total capital income, including net transfers to 
and from revenue, amounted to €47m. This resulted in a deficit in the capital account balance of 
€9.5m for the year 2015, bringing the closing balance to €7m. The most significant element of the 
capital account balance consists of housing capital projects, with net unfavourable balance of 
€31.5m, made up of 271 different capital jobs.  

  
 5.2 Housing Capital – Inactive Balances 
 

198 housing capital jobs had no activity during the year. These account for €30.1m of the total 
balance. A review needs to be undertaken of each of these job codes to determine the appropriate 
action to clear each project balance.  
 
Chief Executive’s Response 
 
The City Council is continuing to engage with the Department in relation to the unfunded balances. 
Progress has been made and it is expected that further work in the area will yield positive results 
for the Council. 
 
5.3 Housing Capital – Unfunded Balances 
 
188 housing capital jobs are recording unfavourable balances totalling €47.3m at the end of 2015, 
of which €8.5m is to be funded by way of loan, approved by the Council in July 2015 and €3.5m 
from future rental income. Included within these 188 housing capital jobs are 156 balances relating 
to inactive balances as referred to in 5.2. 
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Although various proposals are in place to fund the majority of the remaining capital job balances, 
definite funding is not in place for the following project balances: 

 

Project Balance 

Refurbishing Flats Spriggs Road €2.5m 

Land at Old Whitechurch Road €2.4m 

Knocknaheeny Block D €2.1m 

Cushing’s Place Remedial Works €1.9m 

Susies Field - Glen Road Housing €1.9m 

Susies Field – Affordable Housing  €1.7m 

Glen Phase 2 – Enabling Work €1.5m 

Knocknaheeny – Phase E,F,G and H €1.5m 

Cogans Land Boreenmanna Road €1.0m 

Total €16.5m 
 

Given the high number and value of historic balances the Council needs to undertake a 
comprehensive review of all housing project balances in order to identify funding sources and 
facilitate their clearance from the capital account in a structured manner.  
 
Chief Executive’s Response 
 
The City Council is advancing plans for housing development on a number of Council owned sites. 
With regard to the unfunded balances the Council continues to engage with the Department on 
progress already made in this regard. 
 
5.4 Funding Received for Projects that did not Progress 
 
The Council continues to record €11m within refundable deposits in respect of grants advanced by 
the Department for a housing project that did not progress. The Council should seek a resolution 
with the Department in respect of the use of these funds. 
 
Chief Executive’s Response 
 
The Council will continue to seek a resolution in respect of the use of these funds.  
 

 5.5 Non-Housing Projects - Unfunded Balances 
 
 In addition to the projects within the Housing Directorate  referred to in the previous paragraph, 

there were a number of non-housing unfunded capital project balances in excess of €1m. These 
included:  

 
 

Project Balance 

Docklands Bridge €5.2m 

Purchase of Showgrounds and Lands €4m 

New Hollyhill Library €2.6m 

St Catherine’s Extension €1.8m 

8 & 9 Parnell Place €1.2m 

Total €14.8m 
 

The Docklands Bridge balance, Showgrounds and Lands and New Hollyhill Library represent 
capital project balances for which no external funding is currently available and where Council 
funding needs to be put in place. 
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The St Catherine’s Extension and Parnell Place are projects where the proposed future sales are 
expected to fund the balances currently recorded.  
 
Chief Executive’s Response 
 
The funding of the Docklands Bridge will be addressed as part of the overall docklands 
development. The balance of €4m associated with the purchase of Marina Park will be 
recovered from future development contributions.  
 
In relation to Hollyhill Library a revenue contribution has been provided in the Revenue Budget 
to fund this over a number of years. 

  
St Catherine’s Extension: The cost associated with St. Catherine’s Cemetery will be funded from 
the sale of plots. 
 
8 & 9 Parnell Place: This expenditure relates to the purchase of 2 separate properties from 2 
different sellers. The Council acquired the properties to ensure that the maximum development 
potential and urban regeneration value could be pursued through the integrated development of 
the properties. The achievement of this objective can be pursued by offering the properties to the 
market for disposal. This is proposed to happen in Q2, 2017. 

 
 

6.  Development Charges 
 

The debtor at the end of 2015 for development charges amounted to €7.3m which can be broken 
down into long term of €5.9m and short term of €1.4m. The Council made a bad debt provision of 
€3.8m against the short term debtors, amounting to a 64% provision. The Council invoices 
development charges based on commencement notices in compliance with Departmental 
guidance. However the Council’s site inspection of developments where commencement notices 
have not been received is unsatisfactory.  The Council needs to apply appropriate resources to the 
inspection of these sites to determine when development has commenced and to ascertain 
whether development charges are due. 

 
Chief Executive’s Response 
 
Strategic Planning and Economic Development review the commencement notification list on a 
monthly basis. The development management section will update the current process to 
include the inspection and status on planning applications where development charges are 
due.  
 

7.  Procurement  
 

During the audit of non-pay expenditure a number of instances were noted where staff did not 
comply with the Council’s own purchasing procedures and national procurement guidelines. These 
breaches included; 
 

1. Purchase orders being issued after the receipt of the goods and services; 
2. Purchase orders being issued after the invoice were received; 
3. Failure to comply with the Council’s requirement to obtain three quotes; and 
4. Failure to advertise on the e-Tenders website. 

 
Failure to adhere to proper procurement procedures exposes the Council to risk.  The failure to 
issue purchase orders and the failure to process goods received notes prior to invoices being 
received resulted in the accruals being understated by an estimated €800k in the 2015 AFS.  The 
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Council needs to ensure that compliance checking is embedded in the purchase to pay cycle and 
that appropriate action is taken where noncompliance is revealed. 
 
 
Chief Executive’s Response 
 
Significant progress has been made over the last year in the oversight of compliance with 
procurement regulations and the organisation will continue to work in this area. In relation to 
the compliance levels with the purchase to pay procedures the Council is currently undertaking 
initiatives to strengthen the adherence to its procedures. 
 

8.  Refundable Deposits 
 
 At previous audits I expressed my concern in relation to the absence of proper reconciliations and 

back up schedules to explain the balances recorded under the various categories of refundable 
deposits. Management has not properly addressed this issue for the 2015 audit, and it is 
imperative that it is addressed prior to the completion of the 2016 AFS. 

 
Chief Executive’s Response 

 
The Council will ensure that the issue of proper reconciliations and back up schedules will be 
addressed and completed for the 2016 AFS. 

 
9. Property Management 
 

  At the previous audit I expressed my concern in relation to the management of Council fixed 
assets resulting from the absence of proper financial records covering land and buildings. During 
the current audit I noted a number of instances which I considered unsatisfactory including; 

 A property was rented to a medical practice on a temporary convenience letting basis for a 
charge of €10 per annum for the last nine years. The open market rent on this property was 
independently valued at €27,500 per annum;  

 Adjacent to the medical practice is a Credit Union, which was similarly rented on a temporary 
convenience letting basis for €10 per annum for the last eight years. This property was 
eventually sold in 2016 for €283k; 

 A house was repossessed by the Council in 1995 however the property has remained vacant 
since that date and was not included in the Council’s housing stock or in the FAR;. 

 The Council leased a field in Mahon to a development company, however the Council failed to 
ensure that the terms of the lease were complied with by the development company;  

 A number of Council properties are being occupied by third parties without formal 
lease/license agreement being in place; and.  

 Income was generated from arts activities in Council properties, however management did not 
insist on these monies being remitted to the Council and being properly accounted for in the 
Council’s financial records.   

 
The Council needs to improve its governance and financial controls over its land and buildings. 
This should include an annual review and sign off by the Directors of Service regarding the custody 
of assets under their control. There also should be an inspection regime covering the physical 
assets to ensure properties are being used for the purposes specified and checking boundaries 
are properly secured and the assets properly protected. 
 
Chief Executive’s Response 

   
  The completion of the PIR project and reconciliation with the Fixed Assets Register will enable 

improved governance and financial control over land and buildings. As part of the 2016 AFS 
process, Directors of Service will review and sign off on the custody of assets under their control. 
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10. Pulse of Tradition and the Lee Sessions 
 
 The Council has expended in excess of €700k on these projects since 2011.  I have previously 

expressed concerns relating to the absence of proper financial controls for both projects. Internal 
audit completed a review of the operation of both projects in August 2016 and concluded that the 
control over (i) financial management, (ii) procurement and (iii) income of these projects represents 
a high risk to the Council. I recommend that the controls be improved in order to mitigate these 
risks and that a cost benefit analysis be undertaken to ascertain the cost and financial benefits 
being derived from both projects. 
 
Chief Executive’s Response 
 
An internal audit of the controls and governance arrangements relating to both these projects 
was carried out in 2016. The recommendations arising from these initial audits are being 
implemented and the controls were substantially improved in 2016, with further improvement to 
be achieved in 2017. 

 
11. Corporate Governance 
 
 Corporate governance comprises the system and procedures by which enterprises are directed 

and controlled. It is the responsibility of the Chief Executive and the elected members to ensure 
that sound systems of financial management and internal control are in place.  

  
11.1 Internal Audit 
 
 During 2015 the internal audit section completed eleven reports including a review of the Council’s 

compliance with the Public Spending Code in respect of the management and control of capital 
contracts in 2014. These reports were reviewed during the course of the audit. The Council has set 
up a committee to review the implementation of all the recommendations contained in reports 
issued between 2011 and 2015. This review should be completed prior to the end of December 
2016 and will be considered as part of the 2016 audit.  

 
 
Chief Executive’s Response 

  
Substantial progress was made in reviewing the implementation of audit recommendations and 
the matter will be kept under review.  

 
 
11.2 Interest of Local Authorities in Companies 
 
  Appendix 8 to the AFS recorded the Council’s interest in four companies.  The Council has not 

consolidated any of the results of these companies into its AFS, as it relies on an exemption 
provided in the Code of Practice and Accounting Regulations.  Note 3 to the AFS includes the 
Council’s interest in associate companies at €1.6m which relates to repayable loans provided to 
Cork Opera House (€1.1m) and Leisureworld (€0.5m).  

 
 The Council needs to improve its oversight and management of all companies in which it has an 

interest to ensure that proper corporate governance arrangement are in place and that the 
Council’s financial interests are properly safeguarded. 
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 Chief Executive’s Response 
  

In September 2016 the City Council assigned an officer to a newly created position with 
responsibility for monitoring and improving Governance Arrangements across the organisation. 
This oversight will encompass companies under the aegis of the Council. 
An initial information session for those holding directorships on account of being a member, 
employee or nominee of the City Council was designed and delivered in November. Further 
governance related developments will be developed throughout 2017. 
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