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Auditor’s Report to the Members of Kerry County Council

1

Introduction

| have audited the Annual Financial Statement (AFS) of Kerry County Council for
the year ended 31 December 2022, 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 2022 and its income and
expenditure. My audit opinion, which is unmodified, is stated on page 13 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. |
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.

| planned and performed my audit so as to obtain all the information and
explanations, which | 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.

Financial Standing

The Council recorded a surplus for the year of €82k, increasing its general
reserve balance to €6.9m at year-end. In accordance with Section 104(2) of
the Local Government Act 2001, the members approved all expenditure
variances at their April 2023 meeting including transfers to reserves of €7.6m
in excess of budget. Revenue income and expenditure variances between



budgeted and actual out-turn across service divisions are disclosed in Note 16
to the AFS.

The increase of €74.1m in the Council's net assets is summarised as follows:
. €55.4m increase in the net book value of fixed assets.

o €8.4m increase in cumulative expenditure on capital projects classified
as "preliminary” or "work in progress" stages of development.

o €7.1m increase in long term debtors mainly due to increases in Capital
Advance Leasing Facility (CALF).

o €6.6m increase in net current assets includes an improved cash position
and is consistent with net inflow from capital account.

o €3.4m reduction in net long-term liabilities notably the redemption of
some land loans and bridging loans during the year.

Income Collection

A summary of the major collection yields and the corresponding closing
debtors with comparatives for the previous year, are as follows:

Income Source Debtors Debtors Yield Yield
2022 2021 2022 2021
€m €m % %

Commercial Rates 6.6 7.1 86 80

Housing Rents 1.2 1.1 92 92

Housing Loans 0.05 0.06 95 94

Income from rates amounted to €47.7m, which represents 26% of revenue
income. Due to the ongoing impact of COVID-19, the Council received a state
funded commercial rates waiver of €2.6m for the first quarter of the year.

The rates collection performance represents an improvement on the prior year
with arrears reducing by €500k to €6.6m. This improvement is consistent with
the national trend.



There are over six thousand individual rate accounts summarised as follows:

Value (€m) No. of Accounts
Accounts in Arrears 7.0 1,814
Accounts in Credit (0.4) 333
Accounts with Nil balance - 4,054

Of the accounts with arrears, 132 individual rate accounts have arrears in
excess of €10k owing the Council a total value of €2.9m (2021: 128 accounts
owing €3.06m).

An appeal by the global utility companies in respect of their rates valuation
was upheld and was backdated. The impact on the accounts was largely
funded by a once-off state grant of €579k. Future rates income will be reduced
by €204k which will have to be borne by the Council’s annual budget.

Chief Executive's Response

The Council continues its focus on arrears management and has significantly
reduced the commercial rates arrears brought forward from 2022 during 2023.
The overall management of accounts is positively reflected in 2022 collection

rates.

Of the €2.9m arrears referred to by the Local Government Auditor, 32
accounts amounting to the value of €0.89m have been paid in full during 2023
and 64 accounts to the value of €0.36m have engaged in payment plans. The
Revenue Department continues to engage actively with all remaining
customers, using all available debt management measures up to and
including legal action. The closing balance of €6.6m in commercial rates
arrears includes rate accounts in credit to the value of €0.4m.

The net arrears position and collection yield for housing rents was broadly
consistent with that of last year. There are over six thousand individual rent
accounts summarised as follows:

Accounts in Arrears 1.7 2,454
Accounts in Credit (0.5) 3,370
Accounts with Nil balance - 469

Of the accounts with arrears, 455 individual rent accounts have arrears in
excess of €1k owing the Council a total value of €1.3m (2021: 469 accounts
owing €1.2m).



Chief Executive's Response

A collection rate of 92% (€13.4m) was achieved in 2022, maintaining the 2021
collection rate. This collection rate was strong given the many difficulties
posed by the post-Covid environment.

In 2022, the Rents Department continued to focus efforts on the following
areas:

e The Rent Department has a very pro-active approach to assisting
tenants who are experiencing trouble in paying their weekly rent. As
part of this approach, accounts which are falling into arrears are
identified at an early stage and effective measures are implemented to
address the situation before significant levels of arrears accumulate.

e The Rent Department continue to encourage customers who are not
utilising electronic options, to do so where feasible.

e Dedicated staff are assigned specifically to the area of debt
management.

Regular reviews with rents management team have identified a number of
accounts where arrears are growing, and there has been no meaningful or
sustained engagement, from the customer to enter into, or maintain, a
repayment agreement. The Rents Team continue to engage actively with
customers, using all debt management measures available, up to and
including legal action.

The housing loan collection level increased to 95% during the year. There are
almost three hundred individual loan accounts summarised as follows:

Value (€m) No. of Accounts
Accounts in Arrears 0.14 61
Accounts in Credit (0.09) 192
Accounts with Nil balance - 33

The vast majority of housing loan arrears are contained within a relatively
small number of accounts. Three individual loan accounts with long standing
issues accounted for €73k of arrears.

Chief Executive's Response

The focus on improved debt management will continue to be a priority in this
area over the coming year. The Loans Department identify, at an early-stage,
accounts which are falling into arrears and deal with them through a policy of



early intervention. This includes putting effective measures in place to deal
with arrears before they accumulate to significant levels.

This level of monitoring was reflected in the stability in collection rates of
94.2% in 2019, 95% in 2020, 94.16% in 2021, 95.33% in 2022, despite the
challenges of the post-Covid environment.

In 2023, the dedicated Loan Arrears Team are continuing to be proactive in
dealing with arrears, with a high level of activity under the Mortgage Arrears
Resolution Process (MARP), including the restructuring of Shared Ownership
Accounts, and engagement with customers in arrears to secure long term
sustainable solutions.

The Loans Department has been working with a particular focus on the small
number of accounts which account for a high proportion of the arrears, as
referenced above. A number of these customers are actively engaging with
Loans Arrears staff and every effort will be made to reach a sustainable,
affordable solution in these cases. However, there are cases, where there
have been prolonged periods of non-engagement with the Council in seeking
any resolution, and we expect these cases will move to Legal Proceedings in
the latter months of 2023 and early 2024.

Overall arrears on the main collection accounts recorded in Appendix 7 to the
AFS, reduced by €427k to close at €7.8m. Other income collection
departments including derelict sites, fire charges and Fenit harbour fees have
combined arrears of €1.4m and require further improvement.

Gross debtors are disclosed in Note 5 to the AFS and amounted €23m, a
decrease of €7m from the previous year mainly due to a reduction in
government debtors. The overall provision for doubtful debts amounted to
€9.6m, a decrease of €600k from the previous year. While this was
considered materially adequate, the Council would benefit from a more
systematic process in determining an appropriate provision for doubtful debts
each year.

Chief Executive's Response

The Council continues to focus on the management of debtors across all
Departments. In general, debtors are managed by each section with
procedures being reinforced to reduce monies owed.

Notwithstanding, there are some areas and income streams that present
particular challenges to income collection but efforts to reduce arrears will
continue. In regard to:



e Derelict sites: A debtor for this income stream was reflected in AFS
2022 for the first time. This source of income may take a number of
years to become collectable. During 2022, an increased focus on this
income stream resulted in an increase in receipt of levies. This focus
will continue in 2023 with the establishment of the Vacant Homes Unit
and the increased activity arising from Town Centre First initiatives.

e The majority of Fire Service debtors are associated with National
Ambulance Service call outs, this matter is being reviewed across the
sector. An increased focus on collections is underway in 2023 and fire
service debtor balances will be monitored closely during 2023.

e Year-end debtors for Fenit Harbour include a number of large invoices
that related to November/December. Amounts owing at year end 2022
have been substantially discharged, as at this date. Active debt
management of this area will continue in 2023.

The Council will review its processes for determining Bad Debt Provision for
AFS 2023 to ensure that it continues to make adequate provision for doubtful
debts.

Uisce Eireann (formerly Irish Water) Service Level
Agreement

Since 2014, Uisce Eireann (UE) was allocated full responsibility, by statute, for
all aspects of water services planning and delivery at local, regional and
national levels and the Council acted as an agent for UE. During the year, the
Council recouped €16.3m of revenue and capital costs from UE mainly related
to payroll and overhead charges for the provision of these services.

A new Master Co-operation Agreement between the Council and UE came in
to effect from 13th September 2023. It is expected that there will be financial
implications of the new arrangement which are currently being assessed by a
joint working group comprising of County and City Management

Association (CCMA) / Department of Housing, Local Government and
Heritage (DHLGH).

Chief Executive's Response

In September 2023, Uisce Eireann took over management and direction of
water services in Kerry including the management of qualifying Council staff
under a national agreement, Master Co-operation Agreement. This replaces
the Service Level Agreement in place since 2014. A Support Services
Agreement is being prepared by both Uisce Eireann and the Council to
continue many of the services provided by the Council to the Utility under the
SLA for a further period up to the end of 2026. In addition, the Council
understands that a Memorandum of Understanding is being developed
between DHLGH and the CCMA to assess the financial implications for the
Sector moving forward. This is ongoing.



Fixed Assets

The net book value of fixed assets increased by €55.4m during the year. The
significant increases related to:

e Housing transfer of €32m, comprising of 131 units from work in
progress,

e Roads transfer of €15.7m including two greenways from work in
progress and,

e Roads completion €10.3m of N70 Brackahagh and N72 Stagmount
Bends Improvement schemes.

The total net book value of fixed assets amounted to €3,678m at the end of
the year.

It is noted that the transfer of seventy-five residual assets to Uisce Eireann
remains to be completed. The Council should make every effort to resolve the
outstanding issues.

Chief Executive's Response

The Council continues to progress the transfer of assets to Uisce Eireann and
the transfer of a total of 281 assets (of the 371 assets identified for transfer)
has now been completed. 75 assets remained to be dealt with at the end of
2022, the transfer of which has been delayed pending resolution of issues
including boundary rectification, 3" party burdens, unregistered plots and split
folios (where the asset must be extracted from a larger KCC folio).
Notwithstanding these challenges, the Council will continue its efforts to
progress the transfer of the remaining assets to Uisce Eireann.

All Council assets are recorded in the Fixed Asset Register (FAR), which is
part of the financial management system (Agresso). The Council’s Property
Interest Register (PIR) is maintained on the State Property Asset
Management System developed by The Office of Public Works.

An exercise to document all Council property on the PIR and record the
corresponding FAR number is ongoing. It is important that this exercise is
prioritised and reconciliations are completed between the two systems on a
periodic basis.

Chief Executive's Response



Significant progress has been made in 2022 in cross referencing the fixed
asset and Property Interest Register. Kerry County Council has 90% of its
Fixed Asset Property records reconciled with the State Property Interest
Register. Work is ongoing to reconcile the remaining 10%. The Fixed Asset
Register and Property Interest Register will be reviewed annually.

Long Term Loans

Loans payable by the Council at the end of 2022 amounted to €69.2m
(€72.2m in 2021) and are summarised as follows:

Loan Type 2022 (€m) 2021 (€m)
Assets 41.5 44.0
Recoupable 13.9 14.9
Mortgage & Rented Equity 13.8 12.4
Bridging Finance - 0.9
69.2 72.2

Recoupable loans and mortgage related loans are matched by corresponding
long-term debtors in Note 3 in the AFS.

Asset loans includes land loans of €24.3m, which were being repaid on an
interest only basis. In late 2022, the Department provided funding of €3.8m to
redeem legacy land loans relating to two sites identified as available for
immediate public housing development. As the remaining land loans have
been restructured to annuity loans in 2023, funding is required to facilitate the
commencement of principal repayments.

Chief Executive's Response

The Finance Department actively manages the loan portfolio held by the
Council. Overall, the loan balance reduced in 2022 and mortgage and rented
equity balances increased slightly, reflecting loans issued to customers. Land
Loans continue to reduce, demonstrating the commitment of the Council to
reduce this liability and explore all options to achieve this, including
restructuring of loans, the Housing Construction programme and sourcing
department funding, where possible. The €3.8m funding provided by the
Department of Housing, Local Government & Heritage for the redemption of
specific legacy land loans is reflected in the figures above. Financial Planning
provides for both current and future liabilities and incorporates the land loan
portfolio.



Capital Account

Capital expenditure in the year increased and amounted to €105.1m (2021:
€74.3m). Capital income, including transfers from revenue, amounted to
€111.7m (2021: €89.0m). This resulted in an improvement in the capital
account balance of €6.6m.

There was a net favourable position of €94m at 31 December 2022. This is a
combination of 220 codes with debit balances totalling €18.8m and 553 codes
with credit balances totalling €112.8m.

The main elements of the capital credit reserves are as follows:

2022 2021
Category of Capital Balance €m €m
General Reserves 63.0 60.4
Development Levies 18.1 17.7
Reserves Insurance Funding 11.0 104
Reserves Asset Replacement 6.1 6.7

The continuing significant credit balance under the General Reserves
category is again noted at this audit with an aggregate balance of €63m. It is
recommended that management carry out a comprehensive review of these
capital codes in order to rationalise same where possible.

A list of the larger individual capital projects in progress, showing current and
cumulative expenditure to year-end, is as follows:

2022 Cumulative
Capital Expenditure €m €m
Housing
Lohercannon, Tralee (56 units) 5.9 13.6
Crogorts, Tralee (26 units) 2.5 6.8
Rock Road, Killarney (10 units) 1.0 2.6
Roads
N69 Listowel Bypass 215 29.3
N70 Brackaharagh 4.2 5.1
N86 Ballynasare Lr to Annascaul 1.0 2.9
Recreation and Amenity
Listowel-Limerick Greenway 4.3 7.5
Tralee-Fenit Greenway 4.9 7.9
Island of Geese Public Realm Works 1.3 2.1




Chief Executive's Response

The Council has an extensive capital programme underway and expenditure
is closely monitored. Equally, all capital balances, debit and credit, are actively
reviewed as part of long-term financial planning and in the context of current
and future liabilities and the capital programme.

The N69 Listowel Bypass road project relates to the design and construction
of approximately 6km of both new and upgrade works. The estimated total
scheme cost is €62m and is fully funded by Transport Infrastructure Ireland
(TI.

Construction works on this two year project commenced in February 2022.
The tendered contract amount is €31.6m excluding VAT. During the course of
the works, a significant number of claims for additional costs have been
submitted by the contractor. To date determinations and change orders were
issued by the employer's representative to the value of €5.3m. In addition, two
independent conciliations of disputed claims were completed and
recommended payment of €5.6m.

Management have advised that any agreement on additional costs will be on
the basis that TIl will provide funding for same. Costs on this project should be
closely monitored and controlled.

Chief Executive's Response

The financial management of this project will be undertaken by Kerry County
Council utilising established monitoring and control processes developed by
the TII. The TII Cost Management Manual will be followed and its reporting
requirements will be fully adhered to. The Main Construction Contract is being
administered by the Employers Representative who provides monthly reports
at Steering Committee Meeting attended by the Project Team and the TII
Senior Inspector. Additional expenditure applications are governed through a
process outlined in the TIl Cost Management Manual which provides oversight
to both Kerry County Council and TIl Senior Management of current and
predicted expenditure as well as total scheme budget management. A
standing conciliator has been appointed and a Project Board comprised of
senior staff from the Contractor and KCC has been set up to oversee contract
expenditure and arising compensation event claims. Two Interim conciliations
have taken place to date with a further one planned to take place in Q4 2023
to resolve disputed claims.
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The Tralee to Fenit and the Listowel to Limerick greenways along disused
railway lines were substantially completed and formally opened in 2022. The
South Kerry greenway, which was delayed due to legal appeals, commenced
construction in December 2022. At year-end, expenditure of €18.2m has been
incurred on these projects.

Management advised that the costs on these projects are fully funded by TII to
completion.

The Council has extensive plans for greenway developments. The Capital
Programme (2023-2025) sets out spending of €59.2m over the next 3 years.
Costs on these projects should be closely monitored and controlled.

Chief Executive's Response

The financial management of these greenway projects will be undertaken by
Kerry County Council utilising established monitoring and control processes

developed by the TII. The Tll Cost Management Manual will be followed, and
its reporting requirements will be fully adhered to.

In the case of the South Kerry Greenway, a Procurement Strategy has been
devised and agreed with Tl to undertake the works using a phased approach
which utilises Contractors on the more technically challenging sections and
direct labour in other sections. A trial section has been undertaken to inform
the Procurement of the Main Contract between Mountain Stage and Kells PO.

The Main Construction Contract will be administered by the Employers
Representative who will provide monthly reports at Steering Committee
Meeting attended by the Project Team and the TII Senior Inspector. Additional
expenditure applications are governed through a process outlined in the Tl
Cost Management Manual which provides oversight to both Kerry County
Council and TII Senior Management of current and predicted expenditure as
well as total scheme budget management.

The Council recorded income of €2.4m from the disposal of properties under
the Incremental Tenant Purchase Scheme (TPS). Due to the Council’s use of
incorrect circulars, errors in the calculations of the tenant purchase amount
resulted in undercharges on the disposal of certain houses. The Council
carried out an extensive review of all TPS transactions between July 2021 and
May 2023. The financial impact of the error is not material in the context of the
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AFS however it is a matter of concern that the controls in relation to the
disposal of houses were not adequate.

Management have advised that they will not be pursuing the relevant
undercharges.

Chief Executive's Response

The 2015 TP Regulations provides that the purchase price of a house sold to
a tenant will be calculated as the greater of:
e The relevant market value house, or
e Half the estimated cost to the housing authority of replacing the house
with a house built to modern standards on the same site for the same
class of household — the basis for this calculation is the most recent all-
in unit cost notified by the Department.

Following a full review of TPS transactions for the period mentioned, the TP
Scheme internal procedures were updated to address the circumstances in
which the error occurred. Appropriate mitigation measures have been put in
place to ensure that this issue will not arise again.

Development Contributions

Development contributions income is recorded in AFS 2022 as €1.2m
representing a decrease of €1.8m on the 2021 comparative amount.
Development contribution debtors at the end of the year decreased by €1m
from the previous period to €2.3m.

The provision for doubtful debts relating to development contributions is €1.7m
or 74% 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
66% of the year-end debtor amount is greater than one year old.

Chief Executive's Response

Development contribution income becomes due on receipt of a
Commencement Notice, as required under the Planning Acts. A targeted
focus on debt management is in place for development contributions and
progress is being made in relation to outstanding arrears. The Development
Levies Unit continues to actively engage with customers to secure payment.
The level of Bad Debt Provision will be kept under review for AFS 2023.
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A planning permission granted by An Bord Pleanala in 2013 for a combined
heat and power plant included a condition to levy a special development
contribution under section 48(2)(c) of the Planning and Development Act 2000
towards the upgrade and widening of this road to the standard required to
facilitate the plant. The developer has paid €4.1m in respect of this condition.

Cumulative expenditure of €4.4m has been incurred by the Council to date.
The remaining deficit of €0.3m has to be funded.

Chief Executive's Response

The comments of the Local Government Auditor are noted and it is the
position of Kerry County Council that the sums due will be fully recouped to
the Council.

Approved Housing Bodies (AHB)

The Approved Housing Body Regulatory Authority (AHBRA) was formally
established in February 2021 and is responsible for the regulation of AHBs
including setting standards in relation to governance, financial and asset
management.

The Council is responsible for the oversight and funding of AHB social
housing projects. At year-end, Kerry County Council had contractual
arrangements with twenty two AHBs for the provision of 1,350 social housing
properties funded under the following national schemes:

e Capital Advanced Leasing Facility (CALF)
e Capital Assistance Scheme (CAS)
e Capital Loan Subsidy Scheme (CLSS)

During the year, the Department advanced €11.8m of funds to the Council for
CALF (€6.3m) and CAS (€5.5m).

The records in respect of AHBs are contained in a register, which records
number of units and mortgage particulars of the individual projects, the
housing management system iHouse, contains tenancy arrangements and the
general ledger Agresso, contains all financial transactions.

Improvements to the presentation of the data on the AHB register is required
to ensure it can be efficiently compared to financial records. It is important that
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the register and iHouse are updated and maintained on a regular basis to
ensure that consistent and reliable information is available in respect of all
AHB properties in the Council area.

Chief Executive's Response

The Housing Department works in partnership with the Approved Housing
Bodies operating in the county to deliver social housing in a coordinated
manner. This strong working relationship has resulted in the delivery of a
significant number of units in the county and the AHB sector continues to have
a strong pipeline of projects for delivery in Kerry over the next few years. The
application, approval process and ongoing oversight of these housing
schemes, once delivered (returns of data, nominations etc.), places
substantial responsibility on the housing department to ensure proper
governance and monitoring is in place. Staffing in the Kerry County Council
AHB unit has been strengthened in recent years to meet this increased
workload. There is a fully functioning AHB forum in place which meets
regularly. In addition, the Housing Department has regular meetings with each
AHB individually. Housing staff continue to review, and improve, the AHB
register and all aspects of AHB governance procedures in place and works
very closely with the AHB Forum in ensuring all parties are fully aware of their
responsibilities.

Procurement

The Council has a centralised procurement unit comprising a Procurement
Officer and a team of three staff. The unit primarily provides co-ordination,
support and oversight in respect of procurement activities across the
organisation.

A key function of the unit is to monitor procurement activities and to review
requisitions from frameworks to check for compliance with mini competitions
prior to budget holder approval. The total spend of requisitions reviewed
during the year amounted to €13.6m.

The Council's Corporate Procurement Plan, which management last year
advised would progress in 2022, remains uncompleted at the time of audit.
This matter should be finalised as a priority issue.

The development of a central register of contracts (tender tracker) is ongoing
by the procurement unit. This is a valuable resource for the procurement
function in the Council to assist in the preparation for tender competitions and
should be finalised as a priority issue.

Chief Executive's Response

The Local Government Auditor's comments are noted in relation to the
Council's procurement function. The Council is committed to complying with
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public procurement processes across the organisation and continues to
implement procurement compliance in line with best practice.

The Procurement Unit continues to drive procurement compliance by targeting
spend categories at requisition stage through the Centralised Procurement
function and supporting the procurement of compliant contracts across the
organisation. The Council's policies and procedures in this area are constantly
updated in line with best practice and training is ongoing in this area.

Significant progress was made by the Procurement Function in 2022 in the
development of a central register of contracts (tender tracker), this is ongoing
and will be further expanded in 2023 by the procurement unit in conjunction
with Council Directorates. It is expected that this may be further enhanced by
the proposed rollout of the Contract module in Agresso FMS, which is being
advanced nationally. This will be kept under review for potential
implementation.

In 2022, the Council’s Procurement function prioritised the implementation and
support to spending sections on the National Rollout of the new eTenders
platform to all the sections, this required significant support to ensure it was
implemented correctly for procurement compliance.

The updating of the Corporate Procurement Plan is a priority for the
Procurement Department and this is currently being advanced.

Local Authority Companies

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.

It is a matter of concern that the most recent annual financial statements
available for four of these companies relate to the year ended 31 December
2021 and two of the companies, which are both 100% controlled by the
Council have combined accumulated deficits of €3.14m.

¢ Killarney Sports and Leisure Campus Ltd (€1.83m deficit)
e Tralee Bay Wetlands Company Ltd (€1.31m deficit)

Funding plans should be put in place to eliminate the deficits on these wholly
owned subsidiaries of the Council and to ensure the companies operate on a
more financially sustainable basis.

Chief Executive's Response

This Council carefully monitors the operational and financial activities of
companies which are 100% controlled by the Council. Operational efficiency
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improvements continue to be identified to reduce overall costs and identify
new income streams. These proposals will continue to be implemented to
eliminate accumulated losses. The deficits in the companies are offset by the
fixed assets and capital contributions reflected in the financial statements. The
Council is undertaking a fundamental review of the structures of these
companies over the course of 2024 and consideration will be given in some
instances to providing an overall management structure to these Tourism/
Amenity assets.

Governance and Propriety

Corporate governance comprises the systems 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. According to the audit
committee charter, the committee has an independent role to advise the
Council on financial reporting processes, internal control, risk management
and audit matters.

The Local Government (Financial and Audit Procedures) Regulations 2014
require local authorities to maintain an adequate and effective system of
internal audit of its accounting records and control systems. Internal Audit has
an important role in providing the Chief Executive with assurances on the
adequacy of control systems and procedures including internal controls, risk
management and governance arrangements.

The Council's internal audit function operates within the annual audit work
plan as approved by the Chief Executive and the audit committee. The head
of internal audit reports directly to the Chief Executive and to the audit
committee on audit reports issued and progress on the implementation of
audit recommendations made.

The unit produced seven reports during the year, including two reviews related
to the Council's obligations under The Public Spending Code, and | have
taken account of the findings in these reports, where appropriate, in the
course of my audit. The unit also undertook compliance checks in the areas of
procurement, travel & subsistence and the Council's performance indicators.
In addition, a checking programme was undertaken in 2022 across a range of
Council services.

The Council's audit committee held five meetings during the year and
considered the auditor's report on the annual financial statements for the year-
end 31 December 2021 at the December meeting, which the Auditor attended.
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The Council maintains a corporate risk register and individual risk registers for
each directorate. The risk registers record details of all the risks identified
across the organisation, their grading in terms of likelihood of occurring and
seriousness of impact on the objectives at a corporate and directorate level.

The Council has a Fraud and Corruption Prevention and Response Plan for
identifying and responding to risks due to fraud. While it is acknowledged that
there are mitigations against the risk of fraud in place, | have recommended to
management that a fraud risk register should be developed to enhance the
Council’s risk management strategy.

Chief Executive's Response

The Auditors comments are noted. The Corporate Risk Register and
Directorate Risk Registers are reviewed on a regular basis at approximate 6-
month intervals. There is also the option to review outside of these periods to
take account of any additional significant risk arising. The Council’s Fraud and
Corruption Prevention and Response Plan includes a wide range of
mitigations in place as part of the system of internal controls. The Auditors
recommendation in relation to a fraud risk register is noted and will be
reviewed in line with best practice guidance in this area and in consultation
with the Local Government Sector.
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