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Definitions and Abbreviations

BRCD:
C&AG:

Capital receipts:

Capital grants:

CIPFA:
Department:

Earmarked reserves:

Emphasis of matter:

FTE:
FM Code:

General Fund balance:

NIAO:

Real-term:

SOLACE:

Treasury management:

Usable reserves:

Unusable reserves:

Belfast Region City Deal
Comptroller and Auditor General

Income received when assets (such as land or buildings) are sold. Capital
receipts can only be used to buy new or improve existing assefs. These assets
could be land, buildings or large pieces of equipment such as vehicles.

Sums of money given fo councils by the Government. This money can only be
used as capifal expenditure, to buy or improve assets of lasting value.

Chartered Institute of Public Finance and Accountancy
Department for Communities

Money that has been set aside for a particular purpose, such as buying or
repairing equipment, or the mainfenance of public parks or buildings.

A paragraph that is included by the Local Government Auditor in her audit report
fo direct the attention of users of financial statements to a matter that has been
discussed appropriately in the financial statements (usually a disclosure). It is a
professional judgement that the matter is of such importance that users should
know about it in order to completely understand the financial statements.

Full Time Equivalent
Financial Management Code

This is a confingency fund - money set aside for emergencies or to cover any
unexpected costs that may occur during the year, such as unexpected repairs.

Northern Ireland Audit Office

ReakHerm expresses the historical value of money in the past, at foday's value.
This is because the value of £1 today is less than it was in previous years.

Society of Local Authority Chief Executives

The management of the organisation’s investments and cash flows, its banking,
money market and capital market transactions; the effective control of the

risks associated with those activities; and the pursuit of optimum performance
consistent with those risks.

This is accumulated, unspent money that each council has set aside from
previous years to provide services or buy assets now or in the future.

These relate fo accounting freatment balances, rather than real usable money.
They include, for example, balances relating to ‘unrealised gains or losses’ in
respect of assefs, such as buildings, whose value changes over time. There may
also be commitments linked to these assefs such as loans or maintenance needs.
The funds held in the unusable reserves fund can only be unlocked and turned
info usable money if the assefs are sold.
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local Government Auditor’s Intfroduction

As Local Government Auditor, it is my responsibility to audit and provide an
opinion on the financial statements of the 11 councils in Northern Ireland. | am
also required fo prepare an annual report on the exercise of my functions.

This report provides my perspective on the audits of local councils based

on the key messages from audit work completed by 31 March 2020. This
includes the audit of the financial statements for 1 April 2018 to 31 March
2019 (the 2018-19 financial year) and the audit of councils’ performance
improvement plans and outcomes from 1 April 2019 to 31 March 2020 (the
2019-20 financial year). As such, parts one fo three of my report reflect the
circumstances councils were operating in prior fo the Covid-19 pandemic. Pamela McCreedy,

In my report, | have sought fo highlight areas of strength and areas for Local Government Auditor

improvement within local councils. | have also considered several important
issues that may affect the councils in the near future. Both councillors and officers should consider this
report and review how their council is managing the issues | have highlighted.

The Covid-19 pandemic has had a significant impact on all aspects of our lives. Our public services
have been particularly impacted as in most cases they are considered to be front line services. Local
government responded positively and played its part in ensuring key services have been maintained.
The full scale and impact of the ongoing pandemic on communities, local services and the economy
is unknown at this stage but is likely to be very significant and place further strain on local government
finances.

The Department for Communities (the Department], with the consent of the Comptroller and Auditor
General for Northern Ireland (the C&AG), designated me as the Local Government Auditor in January
2018. | am also the Chief Operating Officer of the Northern Ireland Audit Office (NIAO).

In addition to providing an opinion on the financial statements of the 11 councils, | am responsible for the
audit of two joint committees', the Local Government Staff Commission and the Northern Ireland Local
Government Officers’” Superannuation Committee.

In tofal, audit opinions are issued on 15 sefs of financial statements. | am pleased to report that all

15 audit opinions for the 2018-19 financial statements were unqualified. This means that all financial
statements were properly prepared and that they gave a frue and fair view of the financial position of the
body concemned and its income and expenditure for the year.

Councils are independent of central government and are accountable fo their citizens. They consider local
circumstances in making decisions in the best interests of the communities they serve. All councils have

the same basic legislative responsibilities, although each council has the discretion to place a different
emphasis on the services delivered.

In providing such a broad range of services, either directly or in partership with others, councils require
substantial resources. In the 2018-19 financial year they spent over £1 billion on providing services to
the public, employed over 10,000 full time equivalent staff and utilised assets worth in excess of £2.5
billion.

As part of my audit work, | consider whether each council has proper arrangements in place to secure
economy, efficiency and effectiveness in the use of resources and that public money is properly accounted

1 Ajoint committee is made up of two or more participant councils and may be consfituted as a body corporate.
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local Government Auditor’s Intfroduction

for. It I consider it appropriate, | can make a report in the public interest on any matter coming to my
nofice in the course of an audit. No public interest reports were made during the year and my audit
findings were issued to each council in their annual audit letter, which is published on councils” websites,
detailing where any action is required. | expect councils to take these actions forward as appropriate.

In addition to the audit of 2018-19 local government financial statements, | am responsible for the audit
and assessment of the councils’ performance improvement responsibilities. The work carried out during
the year in this area concluded that all councils met their key performance improvement responsibilities,
both in relation to improvement planning and the publication of improvement information, and all received
the same overall assessment. Although councils are at different stages of development, all sirengthened
their performance improvement arrangements and each council demonstrated measurable improvements
to functions. | have provided feedback to each council on how their arrangements could be further
improved.

This was the third year that councils were required fo report on their performance against that of other
councils in delivering the same or similar functions, where it was reasonably practicable to do so. In my
reports | highlighted that significant progress by all councils was needed to allow a broader range of
functions to be benchmarked in future.

Given the ongoing impact of Covid-19, the Department has initially suggested consulting councils on
performance improvement requirements over the next two years. It has suggested that it may be more
beneficial for councils to produce plans seffing out their proposals for service delivery and performance
recovery, rather than the performance improvement plans currently required by legislation and statutory
guidance.

As the Local Government Auditor, | can also undertake comparative and other studies designed to make
recommendations for improving economy, efficiency and effectiveness in the provision of services by
local government bodies, and to publish my results and recommendations. The NIAO C&AG and | have
recently published a joint report on “Managing Attendance in central and local government” which
highlighted that levels of absence for councils are the highest in the UK. Our report identified a number of
key principles and good practice that should be applied in managing attendance.

| have recently been directed to hold an extraordinary audit of Causeway Coast and Glens Borough
Council, concentrating on land disposals and easements and related asset management policies and
procedures. | will shortly consider the scope and timing of this audit.

| would like to thank elected members, Chief Executives and staff of the 11 councils and other local
government bodies audited, for the assistance provided to audit sfaff in completing this year's audits. |
also wish to thank those members of sfaff of the NIAO who assisted me in the performance of the Local
Government Auditor's functions.

I%CC aaswtu\

Pamela McCreedy
Llocal Government Auditor

15 December 2020
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Council districts

Causeway Coast and
Glens Borough Council

Mid and East Antrim
Borough Council

Derry City and
Strabane District
Council

Antrim and Newtownabbey
Borough Council

Mid Ulster
District Council

North Down
Borough
Council

Lisburn and
Castlereagh
City Council

Fermanagh and Omagh
District Council

Armagh City, Banbridge and
Craigavon Borough Council

Newry, Mourne and Down
District Council

Source: NIAO
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Key Facts

In 2018-19 councils:

INCOME
Received income of
£917 million -
68% of which was
from district rates

68%

JEE  ¢549m
--- PENSION

Net pension
liabilities

increased to
£549 million

= £258m

RESERVES
Held usable
reserves of

£258 million

£1bn

14

EXPENDITURE

Incurred operating
expenses of £1 billion and
spent £131 million on
capital projects

LOANS

Had outstanding
loan balances of
£527 million

SICKNESS

Lost an average of
13.93 days due to
sickness
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Part One:

Financial Performance

1.1 This section provides a summary of the councils’ financial performance in 2018-19.

Key Messages

1. The majority of councils’ income is received from district rates.

2. Income and expenditure increased in 2018-19, however there remains a shortfall as the
increase in expenditure outweighs the increase in income.

3. As in previous years, some councils continue to be very reliant on agency staff. There
is a risk that overreliance on agency staff, over an extended period of time, does not
provide value for money.

4. Usable reserve balances have increased since the formation of the new councils,
however General Fund balances in some councils have declined rapidly. Councils should
monifor the levels of reserves carefully.

5. Pension liabilities are a cost pressure for all councils and the net pension liability
increased by almost 10 per cent to £549 million.

6. Borrowing increased significantly in 2018-19 and substantial amounts are committed to
repaying the loans.

7. Robust financial management arrangements are required to aid decision making and
ensure longferm financial sustainability.

Income and expenditure

Councils received income of £917 million, the majority of which was from district rates

1.2 In 2018-19, councils received income of £217 million (£862 million in 2017-18) from rates,
service charges, grants and investment income and spent £1,023 million (£936 million in
2017-18) [see Figure 1). The total income received is made up of £896 million of revenue-
based income, which is spent on the delivery of council functions and services, and £21
million of capital income, which is spent on acquiring or improving new assets, for example
leisure centres and play parks. Councils can also spend money from their usable reserves and
supplement their income by borrowing money to support capital projects.
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Figure 1. Council income and expenditure in 2018-19

TOTAL INCOME:
£917m

District Rates Service fees and charges Central government
£625m £210m funding’ £82m
v v v

Income was £106m less than expenditure in 2018-19

TOTAL EXPENDITURE:
£1,023m

V'S V'S
Service Delivery? Finance,Investment

£982m and Other £41m
NOTES
1 Central government funding consists of £61m revenue funding and £21m capital funding.

2 Service delivery includes, for example, the provision of leisure facilities, civic amenities and
waste management.

Source: Councils' audited financial statements (inflated to 2018-19 values)

1.3 The maijority of councils” income, 68 per cent (70 per cent in 2017-18), was received from
district rates. Service fees and charges, for example planning fees or charges to use facilifies,
and other income? accounted for almost 23 per cent of income (22 per cent in 2017-18) and
general revenue funding from central government® accounted for almost 7 per cent. Capital
grants fluctuate from year to year, depending on investment decisions, and in 2018-19
accounted for just over 2 per cent of fofal income.

1.4 Overall the local government sector has experienced a realterm increase in revenue-based
income over the past five years (see Figure 2), and in 2018-19 income from service fees,
charges and cenfral government revenue funding increased having declined in 2017-18.

For example, income from investments and bank inferest.

General revenue funding, from the Department for Communities, is paid to compensate councils for the statutory de-rating
of certain property, to provide addifional resources for those councils whose needs exceed their wealth base and to support
councils in emergency planning. It also compensates for the cost of functions fransferred in 2015-16. Other government
departments pay specific grants to councils which help with the financing of certain revenue and capital expenditure.
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Financial Performance

Figure 2. Councils’ revenue funding has increased in real terms over the last five years

£ MILLION %
Service fees, charges Revenue funding from TOTAL Change from

Year District rates and other income central government INCOME previous year
2014-15 585 209 48 842 -
2015-16 602 198 53 853 SRS
2016-17 602 202 52 856 +0.4
2017-18 614 193 51 858 +0.2
2018-19 625 210 61 896 | w44

NOTE

These figures exclude capital funding which is included in Figure 1

Source: Councils’ audited financial statements (inflated to 2018-19 values)

1.5 In 2018-19 seven of the eleven councils were entitled to a Rates Support Grant at varying

levels*. It is designed fo provide additional finance to those councils whose total rateable value,
per head of the population, falls below a standard determined by the Department. The fofal
amount available varies annually, depending on the Depariment’s spending priorities. As a
result of funding pressures the total annual amount allocated fo the councils (£17.2 million in
2018-19) has not been reducing (£17.6 million in 2017-18). As with the previous year, the
Department has not been in a position to notify councils of the Rates Support Grant until after
they have struck the district rates for the year. This makes financial planning more difficult.

1.6 Income levels vary considerably across each council, but all continue to be reliant on income
from the district rate. It is important that councils continue fo explore options to maximise the
income generated from services, and where possible reduce costs, including considering the
potential for more efficient service delivery such as online facilities, automated processes and
the sharing of services across councils.

There has been a real-term increase in expenditure

1.7 As with income, expenditure levels vary considerably across each council and overall there
has been a realferm increase in expenditure in recent years (see Figure 3). The main areas
of council expenditure include the provision of leisure facilities, civic amenities, and wasfe
management.

4 The seven councils in receipt of the Rates Support Grant are Armagh, Banbridge and Craigavon, Derry City and Strabane,
Mid Ulster, Causeway Coast and Glens, Newry, Mourne and Down, Fermanagh and Omagh and Mid and East Anfrim.
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Figure 3. Councils’ expenditure has increased in real terms over the last five years

£ MILLION
Cost of Finance and %
delivering investment  Other operating TOTAL Change from
Year services expenditure expenditure EXPENDITURE previous year
2014-15 741 44 92 877 -
2015-16 832 44 37 i3 [ 41
2016-17 831 4] 4] 913 0

2017-18 904 45 7 956
2018-19 982 40 1 1,023

Source: Councils’ audited financial statements (inflated to 2018-19 levels)

Observation

Over the past five years, expenditure has exceeded income every year. The shortfall between
revenue income (see Figure 2) and expenditure (see Figure 3] has notably increased in the
past two years and in 2018-19 the shortfall was £127 million. This may not be sustainable
in the longer term and, as noted at paragraph 1.6, councils must continue to explore options
fo maximise income and reduce cosfs.

Staffing levels and costs

Some councils spend significant amounts on agency staff

1.8

Council services across Northern Ireland are primarily delivered by a combination of council
employees and, to a lesser extent, agency staff®. Historically, most agency staff have been
tfemporary and seasonal in nature. Despite it being more than four years since the formation
of the new councils there continues to be an increased dependency within some councils on
agency staff to help deliver services.

This shortfall excludes capital funding of £21 million which is included in Figure 1.

Some services, such as leisure Centres, are contracted fo private sector contractors. This varies by council and therefore
staff numbers across councils are not directly comparable.
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Financial Performance

The total number of Full Time Equivalent (FTE) employees remained relatively stable in 2018-
19. The fotal number of FTE employees across all councils has increased since their formation

in 2015 (see Figure 4). This is a result of the net effect of planning staff transfers from central
government fo councils in 2015 (as well as the transfer of other functions) and recruitment, offset
fo an exfent by council staff leaving on exit packages and natural wastage. As councils are

not required to report the number of agency staff contracted during the year, the actual total
workforce af each council is likely to be higher than reported.

Figure 4. Staffing levels have been relatively stable
NUMBER OF EMPLOYEES:

12,000

11,000 — HEADCOUNT

10,000 FTE — -
9,000
8,000
2012-13 2015-16 2018-19

(new councils formed)

Source: Councils’ audited financial statements

In 2018-19, tofal employee costs represented approximately 39 per cent (£381 million) of
fofal operating expenditure, with agency staff accounting for a further 3 per cent (£28 million).
The overall cost of agency sfaff has continued fo increase year on year (£2.1 million increase
in 2018-19) and agency staff costs vary significantly across councils (see Figure 5). Last year
| reported that agency costs in the maijority of councils had reduced or remained stafic. In
comparison, in 2018-19 agency costs in seven councils have increased from the prior year.
Most of this increase was atiributable to Causeway Coast and Glens Borough Council, Mid
and East Antrim Borough Council and Ards and North Down Borough Council.
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Figure 5. Expenditure on agency staff increased across most councils in

2018-19
£ MILLION
2017-18 2018-19 CHANGE
TOTAL EXPENDITURE 25.9 28.0 +2.1
Causeway Coast and Glens 6.6 7.3
Mid and East Antrim 4.0 4.6 -
Ards and North Down 2.4 2.8 +0.4
Lisburn and Castlereagh City 3.1 34 +0.3
Armagh City, Banbridge and Craigavon 0.2 0.4 +0.2
Derry City and Strabane 0.5 0.7 +0.2
Belfast City 4.6 4.8 +0.2
Fermanagh and Omagh 0.3 0.2 -0.1
Newry, Mourne and Down 2.1 2.0 -0.1
Antrim and Newtownabbey 1.7 1.5 -0.2
Mid Ulster 0.4 0.2 -0.2
Source: Councils” audited financial statements 2018-19
Exit Packages
The number and cost of exit packages increased significantly in 2018-19
1.11  Councils are required to disclose the number and cost of staff exit packages. The costs include

compulsory and voluntary redundancy costs, pension contributions and other departure costs.
Over the five financial years from 2014-157to 2018-19 councils have paid a fotal of £49.5
million in exit packages to staff (see Figure 6). The number and cost of exit packages has
increased significantly in 2018-19, with councils agreeing 152 exit packages af a cost of
£10.7 million {in 2017-18, 99 exit packages were agreed af a cost of £6.7 million). The

majority of the exit package costs were in four councils.

7 Preparations for council mergers and restructuring were commenced by the legacy councils in 2014-15, which was the first
year in which the number and cost of exit packages significantly increased. It is intended that the exit packages will deliver
efficiencies and savings in future years.
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Figure 6. Councils agreed a total of 152 exit packages in 2018-19 at a cost of
£10.7 million

The volume and total cost of exit packages in 2018-19 were higher
than they have been over the last two years

NUMBER OF COST OF
EXIT PACKAGES EXIT PACKAGES (£M)

Total number

of exit 200 20
packages

150 15

100 10
Number of
packages

costing more 50 5
than
£100,000

14-15 15-16 16-17 17-18 18-19 14-15 15-16 16-17 17-18 18-19

Four councils accounted for over three quarters of all exit packages
and associated costs in 2018-19

4
/—Armqgh City, Banbridge
and Craigavon
o 38 packages
3 £3.4 million cost
Derry City and Strabane
17 packages .
£1.9 million cost /( EClicEidiy
TOTAL COST 2 \ O 27 packages
(EM) ~0 £2 million cost
Exit packages across __| @)
the other 7 councils K Antrim and
cost around £2m | v O Newtownabbey
in total 34/packages
@ £1.5 million cost
FX
10 20 30 40

TOTAL NUMBER OF EXIT PACKAGES

Source: Councils’” audited financial statements
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Capital expenditure and financing

In 2018-19 total capital expenditure was £131 million, increasing for the first time since the
formation of the new councils

1.12  Capital expenditure relates to assefs which are purchased, constructed or improved by the
councils, to support the delivery of their services. These range from one-off purchases in-year, fo
larger projects which can take more than one year to complete.

1.13  Councils finance capital expenditure in a number of ways including revenue funding,
borrowing (from the government or commercial lenders), capital receipts, grants and other
confributions. Councils are required to be prudent and consider the affordability of their capital
expenditure programme and its impact on the day-o-day running of ifs services.

1.14  Capital expenditure in 2018-19 totalled £131 million (€101 million in 2017-18) and Figure
7 shows how this compares with realterm capital expenditure over the previous five years. It
illustrates a significant increase in the year preceding council mergers and a peak in 2015-16,
the first year of the new councils. Since then, capital expenditure levels have reduced, with
the 2018-19 financial year seeing the first increase in capital expenditure since the councils
merged.

Figure 7. Real-term capital expenditure increased in 2018-19

2014-15 and 2015-16
Capital expenditure was high

in the run up fo and during """ 2018-19
the formation of new councils This was the first year
in 2015-16 : capital expenditure

increased since the
formation of new councils

£150 MILLION

100

50

2014-15 2018-19

Source: Councils” audited financial statements
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1.15 A number of significant projects have contributed to the level of capital expenditure in 2018-19
including:

* Ards Blair Mayne Leisure Centre (Ards and North Down);

e South Lake Leisure Centre [Armagh City, Banbridge and Craigavon);
e lisnasharragh leisure Centre (Belfast);

¢ Andersonstown Leisure Centre (Belfast):

e Olympia Leisure Centre (Belfast);

® Brook Activity Centre (Belfast);

* Down leisure Centre (Newry, Moumne and Down); and

® Porfrush Public Realm and North Pier (Causeway Coast and Glens).

1.16  Councils' fotal ‘Capital Financing Requirement’ increased from £655 million in 2017-18
to £713 million in 2018-19. This is a measure of a council’s underlying need to borrow to
fund capital expenditure. The financing mix (using council reserves or obtaining loans) will
be determined by each individual council, depending on its freasury management strategy
and capital investment strategy. At 31 March 2019, councils had committed to ongoing or
approved future capital schemes with an estimated cost of almost £343 million. A number of
councils have highlighted the potential need for significant future external funding in order to
complefe their capital expenditure programmes.

Borrowing

Borrowing levels increased significantly for the first time since the formation of the new
councils

1.17  Councils decide how much debt is required to deliver services. The costs of servicing the debt
(repayment of principle amount and interest charges) should not adversely impact on service
delivery.

1.18  The majority of debt relates to external borrowing which contributes to the financing of capital
expenditure and consists of a mix of shorterm and long-term loans, mostly from central
government. Councils can also use overdrafts to assist with working capital balances.

1.19  Borrowing varies widely across councils and is based upon individual freasury management
strafegies and local priorities. It also reflects historical decision making, as the level of
borrowing includes inherited loan balances from the legacy councils. Each council is required to
maintain ifs longferm borrowing balance below the level of its Capital Financing Requirement.
All councils complied with this requirement in 2018-19.
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loans outstanding af 31 March 2019 tofalled £527.1 million, an increase of £41.8 million
from 2017-18 [see Figure 8). This represents the first significant increase in borrowing since the
formation of the new councils.

Figure 8. Total borrowing has increased across councils, driven mainly

by new borrowing in two councils

£ MILLION
2017-18 2018-19 CHANGE
TOTAL BORROWING 485.3 527.1 +41.8
Belfast City 36.8 62.9
Ards and North Down 60.4 789 -
Newry, Mourne and Down 64.2 69.8 +5.6
Causeway Coast and Glens 69.1 71.2 +2.1
Mid and East Antrim 62.9 62.8 -0.1
Mid Ulster 7.4 6.7 -0.7
Lisburn and Castlereagh City 28.6 27.0 -1.6
Fermanagh and Omagh 8.2 7.2 -1.0
Antrim and Newtownabbey 51.2 49.7 -1.5
Armagh City, Banbridge and Craigavon 42.8 40.7 -2
Derry City and Strabane 53.7 50.2 -3.5

Source: Councils’ audited financial statements 2018-19

The annual costs committed to repaying loans reduces the amount councils have available to
spend each year on delivering services (see Figure 9). The amounts paid during the year, and
the extent to which this impacts services, depend on the period over which councils agree to
repay their loans, as well as any impact from inferest rafe fluctuations and future inflation. In
2018-19, councils paid almost £78 million towards the principal outstanding balances and

over £23 million in interest costs.
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Figure 9. Borrowing costs vary across councils as a percentage of revenue
Income

BORROWING COSTS AS % OF REVENUE INCOME:

0 5 10 15 20

Belfast City PRINCIPAL PAYMENTS

Mid and East Antrim

Causeway Coast and Glens

Antrim and Newtownabbey

Newry, Mourne and Down

Ards and North Down

Derry City and Strabane

Lisburn and Castlereagh City

Armagh City, Banbridge and Craigavon
Fermanagh and Omagh

Mid Ulster

Note: Principal payments may include loans that were taken out and repaid within the same year.

Source: Councils’ audited financial statements

Pensions

Pension liabilities are a significant cost pressure and the net pension liability increased to
£549 million

1.22 The vast majority of council pension liabilities are the responsibility of the Northern Ireland
Llocal Government Officers Superannuation Committee, which operates a pension scheme fund
for the local councils and other similar bodies in Northern Ireland. In 2018-19, councils’ total
net pension liabilities increased by almost 10 per cent, to £549 million. The pension liability
increased across all councils.

1.23  Council pension liabilities have been impacted by the outcomes in recent legal cases. In
December 2018, the Court of Appeal ruled that transitional arrangements put in place when
firefighters’ and judges’ pension schemes were reformed were age discriminatory. Whilst the
judgement was not in relation fo members with Local Government Pension Scheme (NI} benefis,
it is reasonable to assume that the Government will seek remedy for all public sector schemes
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and so all 11 councils were required to increase their pension liability. The impact of this,
along with adjustments required to address historic inequalities that arose due to the existence
of Guaranteed Minimum Pensions, was an increase of £53 million in the total council pension

liability in 2018-19.

1.24  Pension confributions have been a cost pressure for councils in recent years. Every three
years an independent review is undertaken to calculate how much each council should
confribute. Councils contribute a percentage rate plus deficit recovery contributions. The
percentage confribution rafe in 2018-19 was 19 per cent of employees’ gross salary and will
increase by 1 per cent each year until 2021, when a new review will set new contribution
rates.

Reserves and investments

Whilst overall levels of usable reserves have increased since the formation of the new
councils, some General Fund balances have declined rapidly

1.25 Al councils hold invested funds, the majority of which are liquid cash reserves which generate
small amounts of inferest-based income. Other forms of long-term investment portfolios can
include commercial property rental, and investments in associated companies, charities and frust
funds, however, these type of investments are uncommon in Northern Ireland.

1.26  Usable reserves play an important role in councils’ financial management. The main usable
reserves are the General Fund (£ 109 million), Capital Reserves (£93 million) and the Renewal
and Repairs Fund (£15 million). These reserves can be used fo finance major projects or fo
respond fo unexpected events, however they need o be managed carefully.

1.27  Figure 10 shows that the overall level of usable reserves across councils increased by 9.7 per
cent, from £235 million in 2017-18 to £258 million in 2018-19. Prior to 2017-18 the total
value of usable reserves had remained relatively constant. All but three councils increased their
level of usable reserves during 2018-19.
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Figure 10. Total usable reserves have increased steadily

£300 MILLION

200

100

2014-15  2015-16 2016-17 2017-18  2018-19

Source: Councils’ audited financial statements

1.28  The General Fund is the main usable reserve and accounts for over 40 per cent of the total
usable reserves. It represents the surplus of income over expenditure. It can be used fo provide
for any unexpected expenditure that cannot be managed within existing budgets, or to
supplement income where necessary. Each council should set its General Fund at a prudent
but not excessive level, as holding a high level of reserves can impact on resources and
performance.

1.29  Overdll, the tofal General Fund balance held by all councils remained relatively static during
2018-19 af £108.6 million. During 2018-19 seven councils increased their General Fund
balance while others needed to use the fund to supplement income to enable continued service
delivery. In one council the General Fund balance decreased by more than 40 per cent (see

Figure 11).
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Figure 11. Most councils increased their General Fund balance in 2018-19

GENERAL FUND GENERAL FUND
DECREASED IN 2018-19 ¢ » INCREASED IN 2018-19
2017-18

-40% -20%  BASELINE +20% +40%

Causeway Coast and Glens o
Fell from £6.6m to £3.8m

Ards and North Down o-
Fell from £3.6m to £3.4m

Armagh City, Banbridge and Craigavon
Fell from £20.4m to £19.8m

Q

Lisburn and Castlereagh City
Remained at £18.8m

Mid and East Antrim
Increased from £4.1m to £4.2m

Antrim and Newtownabbey
Increased from £7.0m to £7.3m

Newry, Mourne and Down
Increased from £11.3mto £11.9m

Belfast City
Increased from £24.4m to £25.8m

Derry City and Strabane
Increased from £4.8mto £5.1m

Fermanagh and Omagh
Increased from £3.2m to £3.5m

Mid Ulster
Increased from £4.4m to £5.0m

[foo00°"

Source: Councils' audited financial statements

1.30 | previously observed the need for councils to keep their reserves policy under review and
ensure that sufficient, but not excessive reserves were retained fo meet the challenges ahead.
Whilst most councils have been able to achieve this despite increasing financial pressures, one
council's General Fund reserve decreased significantly and this must be closely monitored. In
the current economic climate, where council income has been significantly reduced as a result
of the Covid-19 crisis, it is very likely that councils may need to ufilise their reserves in order o
continue fo deliver local services.
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Observation

Councils should ensure that reserve balances are monitored and managed closely,
particularly as income levels decline as a result of the Covid-19 crisis. In the longer term,
councils should consider the reasons for the level of reserves held and ensure they are used
for the purposes infended.

Financial Management

Councils face significant financial challenges, which require robust financial management
arrangements to ensure long-term financial sustainability

1.31 Councils are facing significant financial challenges including the impact of central government
budgeting decisions, the need to identify significant efficiency savings and service
fransformation to be able to fund local services without significant rafe increases. The impact
of the Covid-19 pandemic, which has led to a significant reduction in income and increased
expenditure, increases the scale of the financial challenge facing councils. Robust financial
management will be essential fo achieving financial sustainability.

1.32  The CIPFA Financial Management Code (the FM Code), published in October 2019, is
designed to support good practice in financial management and to assist local authorities in
demonstrating their financial sustainability. The FM Code identifies risks to financial sustainability
and introduces an overarching framework of assurance which builds on existing best practice
and sefs explicit standards of financial management.

1.33  The FM Code is based on a series of principles supported by specific standards and statements
of practice which are considered necessary fo provide the strong foundation to:

e financially manage the short, medium and longferm finances of a local authority;
* manage financial resilience to meet foreseen demands on services; and

e financially manage unexpected shocks in their financial circumstances.

1.34  The underlying principles that inform the FM Code include:

Leadership demonstrating a clear strategic direction based on a vision in which financial
management is embedded info organisational culture.

Accountability based on medium-term financial planning that drives the annual budget process.
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Transparency is af the core of financial management, using consistent, meaningful and

understandable data, reported frequently with evidence of periodic officer review and elected
member decision-making.

long-term sustainability of local services is af the heart of all financial management processes
and is evidenced by prudent use of public resources.

Conclusion

1.35  Councils are facing significant challenges in respect of financial sustainability and the pressure
fo maintain service levels with reducing resources. Robust financial management arrangements

will be essential to aid decision-making and ensure the most efficient and appropriate use of
resources.
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Key messages

1. Councils’ governance statements complied with relevant guidance and continue fo be
comprehensive and of good quality.

2. Audit and Risk Committees should continue to assess their effectiveness and ensure they
exhibit the key effective characteristics expected from them.

3. Councils should ensure that Internal Audit has sufficient resources to complete ifs planned
work.

4. All councils should report actual, suspected and affempted frauds to the Local Government
Audifor.

5. Concerns confinue to be raised directly with the Local Government Auditor primarily in
relation to planning processes.

Proper arrangements to secure economy, efficiency and effectiveness

Each council had in place proper arrangements to ensure economy, efficiency and
effectiveness in the use of resources

2.1 The Local Government (Northern Ireland) Order 2005 requires me to be satisfied each year
that proper arrangements have been made for securing economy, efficiency and effectiveness
(value for money) in the use of resources. Details of the nature of my work in this area are
outlined in Chapter 3 of my Code of Audit Practice 20168, In order to assess whether proper
arrangements are in place, my staff require councils to complete an annual questionnaire and
provide supporting documentation on a wide range of corporate activities including financial
planning and reporting, IT security, procurement policy and procedures, risk management and
governance arrangements.

2.2 As a result of my audit work in this area, | was satisfied that all 11 councils had in place proper
arrangements to ensure economy, efficiency and effectiveness in the use of resources for the
2018-19 financial year. No public interest reports were made during the year and my audit
findings were issued to each council in their annual audit letter.

Governance Statements
Governance statements continue to be comprehensive and of good quality
2.3 The annual governance sfatement accompanies a council’s financial statements and explains

its governance arrangements and confrols for managing the risk of failing to achieve strategic
objectives. It is a key statement by which a council demonstrates to its ratepayers, elected

8  hitps://www.niauditoffice.gov.uk/publication/code-auditpractice-2016
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members and other external stakeholders that it is complying with the basic fenets of good
governance.

2.4 The statement explains the process for reviewing the effectiveness of those arrangements, and
outlines actions faken to deal with any significant governance issues. VWhat is considered
significant will depend on an individual council’s governance framework, how effectively it is
operating and the extent fo which the issue has the potential to prevent a council from achieving
its strafegic objectives. The number of individual significant issues raised varied considerably
between councils, ranging from zero fo seven. This may be wholly reasonable, however,
councils must be content that this reflects the results of robust management and review of their
governance framework.

2.5 As with the previous year, | have found the governance statements to be comprehensive and of

good quality.

There were a number of common significant issues disclosed within governance statements,
as well as a number of common issues arising from my audits

2.6 Many of the more common significant governance issues identified by councils in their 2017-
18 governance statements featured again in 2018-19 including: budgetary uncertainty;
meeting waste management targets; ICT security and the ongoing uncertainty of leaving the
European Union (see Part Four, paragraph 4.22). Other issues included Local Growth/City
Deals (see Part Four, paragraphs 4.14 to 4.21), ond procurement and contract management.

2.7 During the audit of the 2018-19 financial statements | raised a number of audit issues
and made recommendations for improvement. These included procurement and confract
management issues and significant expenditure on agency sfaff (see Part One). | will monitor
councils” implementation of these recommendations in future audits.

2.8 In my report on Derry City and Strabane District Council, | included an emphasis of matter
paragraph, drawing attention to disclosures included in the Council’s financial statements
of the potential impact on the carrying value of assets connected with City of Derry Airport.
The key concern is the uncertainty in respect of sufficient funding for the London airport route.
Should these going concern issues crysfallise, then there may be a significant impairment on
the carrying value of airport assets (£45 million as at 31 March 2019). The Council fold me
that it completed a tender exercise in 2019, appointing an operator for the London route from
September 2019 to March 2021. Council officers are now complefing a funding proposition
for 2021 10 2026.
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Audit and Risk Committees

Audit and Risk Committees should continue to assess their effectiveness and ensure they
exhibit the key effective characteristics expected

2.9

The main purpose of an Audit and Risk Committee is fo give independent assurance fo elected
members and the public about the governance, financial reporting and financial management
of a council. It also scrutinises the council’s financiol management and reporting arrangements
and provides an independent challenge to the council. All councils have Audit and Risk
Committees in place and my staff attend meetings of these committees on a regular basis.

In 2018, the Chartered Institute of Public Finance and Accountancy (CIPFA) emphasised the
impact that an effective audit committee can have?. It is my opinion that the mechanisms and
procedures fo facilitate the effectiveness of councils” Audit and Risk Committees contfinued fo
improve during the year. | encourage all Audit and Risk Committees to continue to assess their
effectiveness and also fo ensure that they are satisfied with the quality, relevance and timeliness
of information and data submitted to them.

Internal Audit

A professional, independent and objective Internal Audit service is one of the key elements
of good governance

2.11

The Public Sector Internal Auditing Standards (PSIAS), which came into force in April 2013 and
were updated in April 2017, are applicable to all public sector bodies in the UK. The PSIAS
includes a definition of infernal auditing and provide detail on the main areas where Internal
Audit activity must confribute to improvement including governance, risk management and
infernal control.

The PSIAS apply to all Internal Audit providers, whether in-house, shared services or outsourced.
A number of Internal Audit functions did not complete all of the work planned during 2018-19,
and were required to roll forward work info 2019-20. In most cases this was due fo resourcing
issues. The core principles of the PSIAS require that Infernal Audit services are “appropriafely
positioned and adequately resourced” therefore councils should ensure that Internal Audit has
sufficient resources to fulfil its planned work. It is also important to highlight that Internal Audit
must remain independent and, as such, councils should ensure that Internal Audit is not asked to
take on any duties which could impact on its independence.

Q Audit Committees: Practical Guidance for local Authorities and Police, CIPFA, March 2018
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Code of Conduct

The Northern Ireland Local Government Commissioner for Standards considers complaints
where a Councillor may have failed to comply with the Northern Ireland Local Government
Code of Conduct for Councillors

2.13  Councillors are expected to observe the highest standards of behaviour in undertaking their
official duties. They are required to comply with the principles and rules of conduct set out in the
mandatory Code of Conduct for Councillors (the Code), intfroduced in May 2014.

2.14  The Code is based on 12 principles of conduct which are: Public Duty, Selflessness, Infegrity,
Obijectivity, Accountability, Openness, Honesty, Leadership, Equality, Promoting Good
Relations, Respect, and Good Working Relationships.

2.15  Each council is required to establish, maintain and make publically available a register of
members’ inferests. Also, the Code recommends that a register for gifts and hospitality is
esfablished and that procedures are in place for dealing with relevant declarations of interests.

2.16  The Northern Ireland Public Services Ombudsman (the Ombudsman), in their role as Northern
Ireland Local Government Commissioner for Standards (the Commissioner), is responsible for
investigating and adjudicating on complaints that a councillor has failed to comply with the

Code.

2.17  In order to mainfain an appropriafe separation of the investigative and adjudication functions,
the Commissioner has delegated the authority to conduct investigations and report on the
outcome of investigations to the Deputy Commissioner and his staff in the Local Government
Ethical Standards Directorate.

2.18  In addition fo, or as an alternative to investigating a complaint, the Deputy Commissioner can
also take alternative action to resolve a complaint, for example by requiring a councillor to
apologise for his or her conduct or to affend training on the Code.

2.19  If the Commissioner adjudicates on a case and finds that a councillor has failed to comply, they
can impose a sanction that, in the most serious cases, can result in disqualification from serving
as a councillor for a period of up to five years.

2.20  In December 2018, an updated formal protocol was signed with the Ombudsman which sefs
out arrangements for co-operating and working together, both in the role as Ombudsman and
as Commissioner, in order to fulfil our statutory responsibilities as fully, effectively and efficiently
as possible.

2.21 Each year, the Commissioner receives a number of complaints of failure to comply with the
Code. The Commissioner’s Annual Report'® reveals that in 2018-19 a total of 62 complaints

10 hitps://nipso.org.uk/site/wp-content/uploads,/2020,/04 /NILGCS-Annual-Report-2018-19. pdf
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were made against councillors, compared to 44 in 2017-18. Around half of the complaints
made were about councillors’ behaviour towards other people, including a failure to show
respect and consideration. A third of complaints related to obligations as a councillor. The
Code requires councillors to act lawfully, in accordance with the Code, and not to act in a
manner which could bring their position as a councillor, or their council, info disrepute. Where
there are any financial implications arising from non-compliance with the Code, | may decide to
report this information. | am not aware of any cases which have had financial implications this
year.

Reporting fraud

Councils should continue to notify the Local Government Auditor of all actual, suspected and
attempted frauds

2.22  local councils agreed to voluntarily submit returns about all actual, suspected and attempted
frauds involving public money to the Local Government Auditor from 1 April 2016. This mirrors
the requirement for all central government bodies, including core departments, agencies, non-
departmental public bodies and other sponsored bodies, to report all actual, suspected and

affempted frauds to the C&AG, under the terms of Managing Public Money (NI).

2.23  Fraud reporting plays an important part in identifying potential control weaknesses and
highlighting areas where controls need to be introduced, amended or strengthened. It allows
me fo have an overview of risks across the sector and can help to highlight the need for fraud
alerts or additional guidance, as part of the continuing fight against fraud.

2.24  The NIAO guide on Covid-19 Fraud Risks'" was published in September 2020. This short
guide highlights key risks, sefs out confrols that can mitigate those risks and provides details of
further sources of guidance for NI public secfor organisations.

Raising concerns

The majority of concerns raised continue to relate to the planning process

2.25  Effective arrangements for raising concerns are an important element of good governance
arrangements and are essential for helping fo bring to light matters of concemn in an
organisation. Where wrongdoing exists, those responsible must be held to account, mistakes
must be remedied and lessons must be leamnt.

2.26 Al councils may receive concerns in line with their own policies. Councils must have
procedures in place o deal promptly and robustly with concerns raised and must ensure that
those raising concems are supported and protected from any form of defriment or victimisation.

11 hitps://www.niauditoffice.gov.uk/publications /covid-19-fraud-risks-niac-august-2020
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2.27  As the local Government Auditor within the NIAO, | am a prescribed person to whom protected
disclosures can be made, under the Public Interest Disclosure (NI} Order 1998, in relation to the
proper conduct of public business, fraud and corruption and value for money. In that capacity, |
receive concerns relating fo local government bodies (see Figure 12).

Figure 12. Concerns reported directly to the Local Government Auditor

2015-16 2016-17 2017-18 2018-19 2019-20

Number of concermns reported

directly to the LGA 12 15 23 23 18

Source: NIAO data

2.28  InJune 2020 the NIAO published a good practice guide on raising concerns'?. The guide
encourages organisations fo put in place effective arrangements for receiving concerns from the
wider public and ensuring that they are properly considered and appropriately acted upon. The
guide also suggests organisations appoint a speak-up guardian or raising concerns champion
who can be a source of advice and support for staff and a key resource for connecting the
organisation fo service users and the wider public.

2.29  The NIAO website!® provides contact details for those wishing to raise o concern with me as
the Local Government Auditor. Concerns raised will be evaluated as audit evidence, taking info
account a range of factors including:

® professional judgment;
e audit experience;
e whether there is a “public inferest” element to the issue; and

e whether the concerns indicate serious impropriety, irregularity or value for money issues.

2.30 I consider a number of possible actions when dealing with concerns. These range from
discussing the issues with the audited body, to carrying out a full audit investigation and
including relevant comments in our audit reports. | am not required to underfake investigations
on behalf of individuals.

2.31 | nofe that concerns about the planning process continue to be the most commonly raised
with me. | would urge councils to ensure consistency in the approval, or rejection, of planning
applications, as well as the retention of documentation to support the rationale for planning
decisions.

12 htips://www.niaudifoffice.gov.uk/ publications / raising-concerns-good-practice-guide-northern-ireland-public-sector

13 https://www.niauditoffice.gov.uk/fraud-and-raising-concerns
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2.32  Adhering to good practice and ensuring lessons are learned from previous planning processes,
as well as from other UK regions, is essential. In collaboration with the C&AG, | have now
commenced a study on Planning in both central and local government.

Conclusion

2.33 Al councils have made positive progress in strengthening their governance arrangements since
their formation in 2015, particularly around the adoption of good practice to promote more
effective Audit and Risk Committees. However, | would encourage all councils to nofify me of all
actual, suspected and attempted frauds.
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Key Messages

1. All councils strengthened their performance improvement arrangements and each council
demonstrated measurable improvements to functions.

2. Due fo the impact of the Covid-19 pandemic, the requirement to publish annual
performance plans for 2020-21 by 30 June 2020 was set aside. Selfassessment
reports, outlining councils’ performance against their 2019-20 performance improvement
plans, were sfill required to be published by 30 September 2020. Due to the ongoing
impact of Covid-19 the Department is consulting with councils on performance
improvement requirements over the next two years.

3. The first statements of progress for each community plan were published by each council
in November 2019 and highlight some promising initiatives.

4. The first results of the Planning Monitoring Framework were published in September
2019 by the Department for Infrastructure, showing significant variations in performance
between councils.

Performance Improvement audits and assessments

Councils have a statutory responsibility to make arrangements for, and report on, continuous
improvement in functions or services

3.1 The performance improvement framework has been phased in since 2015-16 and became fully
operational in 2017-18. It places a statutory responsibility'* on councils to make arrangements
for, and report on, continuous improvement in their functions or services. Improvement should be
more than gains in service output or efficiency, or the internal effectiveness of an organisation.
The activity should enhance the sustainable quality of life and environment for ratepayers
and communities. The framework also places a statutory responsibility on me to conduct an
'improvement audit and assessment’ each year'® and report my findings.

3.2 Councils are required to select and consult on improvement objectives and then publish these
in annual performance improvement plans, along with details of how they plan o achieve
them. Underlying this, councils are required to make arrangements to deliver each objective
and collect data to enable them to report on the achievement of improvements. Councils
had to publish defails of this information for 2018-19 in their annual self-assessment report in
September 2019. This report considered their performance against the objectives they had set.
It also reported performance against planning, waste management and economic development
standards and indicators set by central government, and made comparisons with other councils.

14 Section 92 of the local Government Act (NI) 2014, together with the supporting statutory guidance issued by the
Department for Communities.

15 Improvement audits and assessments are performed in year, whilst financiol audits are performed refrospectively.
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3.3 | am required fo assess and report whether each council:

e discharged its duties in relation to improvement planning;
® published the required improvement information;

e qcted in accordance with guidance issued by the Department in relation to those duties;
and,

* was likely to comply with legislative requirements for performance improvement.

3.4 My detailed findings in respect of the 2019-20 plans and the 2018-19 performance reports
were reported to each council and the Department in November 2019. | subsequently
published summaries of my findings for each council on the NIAO website in March 2020, |
did not undertake any special inspections or recommend formal infervention by the Department.

Councils strengthened their performance improvement arrangements in year

3.5 All of the councils met their key performance improvement responsibilities for publishing
performance improvement plans and self-assessment reports during the year. Although councils
are at different stages of development, all strengthened their performance improvement
arrangements and each council demonstrated measurable improvements to functions. In
September 2019, NIAO published a good practice briefing'” which identifies some key
aspects of improving performance, illustrated by examples drawn from councils’ experience.

3.6 Given the frack record of performance improvement achievements now available, for the
first time | was able to underfake an assessment of whether the councils were likely to meet
their performance improvement responsibilities under legislation for the remainder of the
2019-20 year. For all but one council | concluded that they were likely to comply with these
responsibilities. For Causeway Coast and Glens Borough Council, it was not possible for
me to assess if its performance improvement arrangements were sufficiently developed to
deliver measurable improvements, and whilst there were some indications of improvement,
the embedding of performance management systems and council structures are essential to
resolving this going forward. | therefore concluded that the Council was unlikely to comply with
its legislative performance improvement responsibilities during 2019-20.

3.7 Councils have a wide degree of discretion on their performance improvement arrangements
within the overall statutory framework. As a result, my audit work in 2019-20 confinued fo focus
primarily on compliance with the legislation and guidance; and on identifying and sharing
emerging good practice. | have provided feedback to each council on how its arrangements
could be further improved. However, it is a matter for each council to decide the extent to
which it accepts my proposals. | reviewed what progress had been made on implementing my
previous proposals on performance improvement. Generally councils had resolved many of the
issues that | had raised, however in some instances | recommended that addressing these issues
needed fo be given more priority.

16 https:/ /www.niauditoffice.gov.uk/publications /localgovernmentannual-improvement-reports-2020

17 https:/ /www.niauditoffice.gov.uk/publications / performance-improvementlocal-governmentlearning-lessons-performance-
improvementgood


https://www.niauditoffice.gov.uk/publications/local-government-annual-improvement-reports-2020
https://www.niauditoffice.gov.uk/publications/performance-improvement-local-government-learning-lessons-performance-improvement-good
https://www.niauditoffice.gov.uk/publications/performance-improvement-local-government-learning-lessons-performance-improvement-good
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3.8

3.9

In previous years | identified challenges that some councils faced in collecting data to support
any claims of improvement. Much progress has been made in establishing management
information systems and improving the measurements used fo assess improvement, but in some
instances further work is needed to fully resolve the issues. Whilst some councils had undertaken
dota validation exercises fo gain assurance on the accuracy of the underlying information being
used to monitor and assess performance, others needed to develop this further. | also nofed
instances where inaccurate performance information had been published by councils.

Generally, improvement objectives for 2019-20 are focussed, realistic and achievable.
However there are still some instances of objectives being strategic in nature and this can
make it challenging for councils to demonstrate that improvements are achieved. In some
cases defined measures of success, indicating quantifiable targets, together with baseline
information would assist councils in being able o betfter demonstrate the achievement of an
objective. Whilst some councils may find it difficult to realise more aspirational objectives, the
arrangements made to deliver these objectives may nonetheless result in some demonstrable
improvements.

This was the third year that councils were required fo report on their performance against that of
other councils in delivering the same or similar functions, where it was reasonably practficable
fo do so. Whilst comparisons had been made in prior years on statutory indicators sef by
central government on planning, waste management and economic development, comparisons
relating fo selFimposed indicators were very limited. During 2019 the Department advised that
comparisons should be published in the 2018-19 self-assessment reports on at least two self-
imposed indicators for prompt payment and sickness absence, relafing fo the ‘General Duty’ to
improve. However | noted in my reports that significant progress by all councils was needed

fo allow a broader range of functions to be benchmarked in future. A sub-group of SOLACE's
performance improvement working group prepared a paper on the way forward fo establishing
a regional performance framework for benchmarking during 2019, but a considerable amount
of work would be necessary fo take this forward.

Last year | noted the progress made on clarifying the requirements of the ‘General Duty’ to
improve within the Department’s statutory guidance by the multi-stakeholder group, which
included representatives from the Department and councils. This resulted in new guidance on
the General Duty being issued by the Department in June 2019 and this has resolved many of
the issues raised in previous performance improvement audits in this area.
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Impact Covid-19 may have on performance improvement arrangements over the next two
years

3.12 During 2020 the Covid-19 pandemic impacted significantly on the delivery of council
services and on councils’ ability fo publish annual performance plans for 2020-21 by 30 June
2020. The Depariment therefore set aside this requirement for 2020-21 but indicated that
selFassessment reports, outlining councils’ performance against their 2019-20 performance
improvement plans, should still be published by 30 September 2020. Given the ongoing
impact of Covid-19 the Department is consulting with councils on performance improvement
requirements over the next two years. It has inifially suggested that it may be more beneficial
for councils to produce plans sefting out their proposals for service delivery and performance
recovery, rather than the performance improvement plans currently required by legislation and
statutory guidance. | look forward to discussing the audit arrangements for this work with the
Department in the coming months.

Community Planning

Councils published their first statements of progress on Community Planning in November
2019 highlighting progress on a range of projects

3.13  Community planning is a new responsibility for councils, designed to improve the lives and
wellbeing of residents throughout the council's area. It involves working with a wide range of
partners, including the community and voluntary sector, education, health, Police Service of
Northern Ireland and Tourism Northern Ireland. As lead partner of each of the 11 Community
Planning Partnerships, each council published its first ‘Community Plan" between March and
November 2017, setting out community visions, ambitions and goals for each council area to
improve the social, economic and environmental wellbeing of districts and the people who live
there.

3.14  The local Government Act (Northern Ireland) 2014 requires councils to publish a statement on
oufcomes achieved and actions taken within two years of the plan being published. Community
planning parters must provide the council with relevant information to enable them to prepare
this statement. In addition, councils must carry out a review of the plan before its fourth
anniversary.

3.15  In December 2018 the Depariment issued guidance to Community Planning Parinerships and
Statutory Community Planning Partners to provide practical advice on the arrangements for
moniforing and reporting on community plan progress. The first stalement of progress for each
community plan was published in November 2019, with councils reporting progress against
outcomes to dafe and highlighting projects which have begun to make a difference to local
communities.
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3.16  Councils have adopted a variety of formats for their progress reports, from short summary
documents, to extensive reports covering more than 100 pages. The content of the reports also
varies widely. Most councils have used a form of Red/Amber/Green (RAG) rafing fo report
progress against each oufcome or action. Some councils have also used a balanced scorecard
approach fo assess each action and have put action plans or priorities in place.

3.17  Varying levels of progress have been reported by councils over the first two years of their
community plans. Whilst some reported that the majority of indicators showed a positive
change, this was often not quantified. Some councils considered that it was too early in the
process to determine whether progress had been made, or stated that there was not enough
data available to measure progress, while others were able to demonstrate some progress
including the number of jobs created, a reduction in the volume of wasfe going fo landfill, and
the extent of new social housing built.

3.18 A number of projects that have commenced as part of the community plans have the potential
fo make a difference in local communities. Most councils have used case studies to illustrate
the type of project being delivered and demonstrate the potential to make a difference in local
communities. There are some common themes amongst the projects including dementia friendly
events, ageing well inifiatives, jobs and careers fairs, multi-agency support hubs and active
community events.

3.19  Although an audit of community plans is nof required, | assessed and reported on whether
councils’ improvement objectives in their 2018-19 Performance Improvement Plans had links to
community planning, as part of the improvement audit and assessment. | am pleased to note
that all councils demonstrated the necessary links. | welcome the ongoing engagement and
support that the Department has with Community Planning Partnerships, and encourage all
partners, both sfatutory and non-sfatutory, fo fully engage in and support this process.

Planning: the Planning Monitoring Framework

The first results of the Planning Monitoring Framework were published in September 2019
and show significant variations in performance against planning targets

3.20  Asnoted in paragraph 3.2, part of my audit and assessment of councils’ arrangements for
confinuous improvement includes their performance against sfatutory planning standards and
indicators.

3.21 Recognising that the standards and indicators relating to planning do not cover all the planning
work undertaken by councils, the Department for Infrastructure infroduced, from 1 April 2018,
a further set of performance indicators covering wider planning activity. By measuring and
reporfing on progress against these indicators, councils are able to evidence and demonstrate
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their confribution fowards the draft Programme for Government'® outcomes and their stafed
purpose of improving wellbeing for all, by tackling disadvantage and driving economic growth.
The indicators also allow councils to report their progress in implementing their community plans
and the associated local development plans.

3.22  Data was collected from 1 April 2018 and the first results were published, along with the
Department for Infrastructure’s 2018-19 official planning statistics, in September 2019. The
results demonstrate that there are significant variations in performance against planning targets
amongst the 11 councils (see Figure 13|. For example, the time taken fo process major
planning applications ranged from 22 to 154 weeks and only 3 of the 11 councils were able
fo meet the 30 week target for major applications. Performance against the 15 week target for
local applications ranged from 8 to 22 weeks. As previously noted, in collaboration with the
C&AG, | have now commenced a detailed study on the Planning process in both central and
local government. This will include an assessment of councils” performance against statutory
targets.

Figure 13. The majority of councils failed to meet the 30 week target for
major planning applications in 2018-19

WEEKS

MAJOR LOCAL

APPLICATIONS APPLICATIONS
TARGET 30 15
Antrim and Newtownabbey 24 12
Ards and North Down 151 16
Armagh City, Banbridge and Craigavon 24 15
Belfast City 41 15
Causeway Coast and Glens 50 22
Derry City and Strabane 154 14
Fermanagh and Omagh 22 12
Lisburn and Castlereagh City 78 18
Mid and East Antrim 43 8
Mid Ulster 65 17
Newry, Mourne and Down 77 18

Note: Average processing time measures the median average processing time for all applications
decided on during 2018-19

Source: Department for Infrastructure Planning Monitoring Framework 2018-19

18  https://www.northemnireland.gov.uk/sites/default/files /consultations / newnigov,/ pfg-consulation-document. PDF


https://www.northernireland.gov.uk/sites/default/files/consultations/newnigov/pfg-consulation-document.PDF
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Conclusions

3.23  Councils continue to sfrengthen their performance improvement arrangements and | have
continued fo provide feedback on areas which could be strengthened. | will continue fo discuss
the way forward for the performance improvement arrangements with the councils and the
Department in the months ahead.

3.24  The first results of the Planning Monitoring Framework highlight that whilst there are significant
variations in performance against planning targets across the 11 councils, the majority
consistently miss the statutory target for approving major applications. These issues will be
explored in more detail as part of the study on the planning process in both central and local
government.
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Key messages

1. The Department for Communities has not yet completed the planned review of the Local
Govermnment Reform Programme.

2. levels of staff absenteeism continue to represent a challenge for councils.
3. Prompt payment of suppliers varies significantly across councils.

4. Economic Growth Deals now cover the whole of Northern Ireland and represent
considerable opportunities for councils.

5. The continued response to the Covid-19 pandemic presents a significant challenge to all
councils.

Efficiency Savings

The Departmental review of the Local Government Reform Programme has been delayed

4. In my 2018 report, | recommended that the Depariment should give early consideration to, and
clear guidance to councils on, devising an appropriate methodology for measuring efficiency
savings and reporting outcomes relating to the reduction in the number of councils in 2015.

4.2 Last year, | reported that the Department would carry out a review of the cost benefit analysis of
local government reform for the period 1 April 2015 to 31 March 2019, analysing monetary
and non-monefary factors. The Department infended to complete this review during 2019-20,
however it has been delayed and will now be completed during 2020-21.

4.3 Further delays in completing this review should be avoided. | will continue to monitor and
engage with the Department in relation to this project and may decide to report on this matter in
more detail in the future.

Absenteeism

Overall sickness absence rates remained high, with an average of almost 14 days lost per
employee

4.4 Whilst there was a small decrease in absence rates in 2018-19, overall absence rates remain
high and there has been very litlle improvement over the years. In 2018-19, the average
sickness absence rafe for the councils was 13.9 days'? (14.9 days in 2017-18) representing
approximately 6.4 per cent of total working days? (see Figure 14).

19 The average absenteeism rate noted in the report is the mean rate for all 10,136 FTE staff in Northern Ireland councils. The
median absenteeism rate for the 11 councils is 13.73 days.

20 Based on 220 working days a year.



local Government Auditor's Report 2020 49

Figure 14. Overall absence levels have fallen since last year, but days lost
and annual trends vary between councils

DAYS LOST DUE TO SICKNESS:
10 12 14 16 18

018-19‘—0 2017-18

AVERAGE DAYS LOST

N

Causeway Coast and Glens

Fermanagh and Omagh Qo——

Source: Councils’ audited financial statements for 2018-19 and 2017-18

4.5 The dafa for 2018-19 continues to show a significant range in the average number of days lost
per employee. Fermanagh and Omagh District Council recorded the lowest number of days lost
at 10.4 days [12.9 days in 2018-19), while Causeway Coast and Glens Borough Council
recorded the highest rate at 17.1 days (15.8 days in 2017-18). In seven councils, absence
levels have reduced since the previous year, with increases in the other four.

4.6 The maijority of days lost at each council relate to longterm absenteeism (average of 10.6 days
in 2018-19), with conditions such as musculoskeletal problems, stress and depression being
key contributors (see Figure 15).
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Figure 15. Long term absences account for the majority of days lost due
to sickness

% OF DAYS LOST DUE TO LONG TERM ABSENCE

AVERAGE 76 I
Causeway Coast and Glens 87 I
Lisburn and Castlereagh City 84 I
Antrim and Newtownabbey 80 ]
Armagh City, Banbridge and Craigavon 78 I
Mid and East Antrim 77 ]
Newry, Mourne and Down 75 I
Derry City and Strabane 74
Ards and North Down 74
Fermanagh and Omagh 71 I
Mid Ulster 68 I
Belfast City 68 I ]
Source: Annual audit letters 2018-19
4.7 | have consistently highlighted the importance of closely monitoring and actively managing

sickness absence levels. This is fo ensure that staff welfare is profected and that the delivery
of front line services is not adversely affected. A defailed report on ‘Managing attendance in
central and local government’ was published in November 2020. The report highlights good
practice, and provides additional guidance on managing attendance?'.

Prompt Payment

The majority of councils fail to meet prompt payment targets for their suppliers

4.8 Councils are encouraged to pay suppliers as promptly as possible and to endeavour to meet
the commitment made by the Northern Irelond Executive to pay the majority of valid invoices
within 10 days. The average number of days taken fo pay a supplier varies considerably
across the councils.

4.9 In 2018-19, six councils paid af least half of their valid invoices within 10 days. Whilst this is
an improvement on the prior year, when five councils managed fo achieve this, most councils’
performance still falls significantly behind central government performance (see Figure 16).

21 htips://www.niaudifoffice.gov.uk/publications/managing-attendance-central-and-ocal-government
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Figure 16. Overall prompt payment performance is significantly slower than
central government performance

In 2018-19, councils paid around half invoices within 10 days
14%

Paid after
30 days

Central government paid over 90% of invoices within 10 days over the same period

However, there was substantial variation in performance between councils

Mid Ulster

Fermanagh and Omagh

Belfast City

Antrim and Newtownabbey

Ards and North Down

Lisburn and Castlereagh City

Mid and East Antrim

Causeway Coast and Glens

Derry City and Strabane

Armagh City, Banbridge and Craigavon

Newry, Mourne and Down

Source: Councils” management information; Department of Finance NICS Prompt Payment tables

Observation

As in previous years, the prompt payment statistics show there is considerable room for
improvement across most councils. Prompt payment of invoices helps businesses’ cashflow
and this is increasingly imporfant in order to mainfain financial viability in the current
challenging economic climate.
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Asset management

Good asset management is essential to help deliver sustainable public services

4.10

In Part One of this report (paragraphs 1.12 to 1.16) | highlighted the significance of capifal
expenditure, which relates to the purchase and improvement of council assets. Councils own
and manage a significant number and range of public assets which are used to support the
delivery of their services. The value of these assefs at 31 March 2019 was in excess of £2.5
billion??, with a small proportion (with an approximate value of £27 million) currently surplus to
requirements, or being held for future development.

There is increasing pressure, since the formation of the 11 councils in 2015, to consolidate,
replace and maintain ageing public sector assets, as well as manage the risks associated with
operating ageing assets. This is set against a backdrop of increasing resource pressures. It is
therefore essential that councils ensure their asset management practices are sufficient to help
deliver sustainable public services. In my 2019 report | included nine principles of good asset
management. In partnership with the Strategic Investment Board, work has commenced on o
good practice guide on asset management.

Capital projects

Councils have announced ambitious capital expenditure plans which will require significant
external funding

4.12

Councils are committed to spending almost £343 million on future capital projects, which
include plans for leisure centres, play parks, civic buildings, community centres and village
renewal schemes. However only £33 million of the required funding for these projects had
been secured in grantin-aid by 31 March 2019. Councils will need to identify sources of
funding for these projects. It has been suggested that savings from service transformation, along
with reserves and funding linked to City Deals, will be used, however these have not been
quantified. It is probable that councils will require significant funding from external sources such
as loans in order to proceed with these ambitious capital plans.

Some councils already have a significant amount of underlying debt (see paragraphs 1.17 to
1.21), and so the impact of any additional loan commitments needs to be considered carefully,
in light of councils” ability to meet repayments, the impact on cash available for service delivery
and the effect on councils’ net debt position. Given the ongoing financial challenges arising
from the Covid-19 pandemic, councils may need to reconsider future plans and commitments.

22  Excluding heritage assets, investment properties and intangible assets.
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City Region and Local Growth Deals

Every part of Northern Ireland is now covered by an economic Growth Deadl

4.14  Councils are partners in the City Region and Growth Deals. A total of £1.2 billion has been
committed to date to support economic growth and development by promoting a range of
measures and projects designed fo increase the skills, productivity and competitiveness of each
region. Four deals have now been agreed covering all 11 council areas:

e Belfast Region City Deal - £850 million

® Derry City and Strabane Region City Deal - £210 million
¢  Mid, South and West Growth Deal - £252 million

e Causeway Coast & Glens Growth Deal - £72 million.

Belfast Region City Deal

415 In its 2018 Autumn budget?® (the Budget), the UK Government committed £350 million of
funding to the Belfast Region City Deal (BRCD). In May 2020, the NI Executive committed to
match the £350 million of UK Government funding, with six participating councils? committing
£100 million and the two Universities committing £50 million. This makes the deal worth af
least £850 million before any funding is atiracted from the private sector. The deal is a binding,
longterm agreement aimed at boosting economic growth led by the city region over 10 1o 15
years. It is intended that the funding will be used to deliver a programme of capital investments
fo support the region’s high growth ambitions, creating up to 20,000 new and better jobs. The
BRCD partners, including Regional further education colleges, universities and local councils
will deliver a complementary employability and skills programme to ensure that people gain the
necessary skills fo secure and deliver on the new and better paid jobs that will be created.

4.16  Belfast City Council is leading the BRCD, which will require effective collaboration with robust
governance and accountability arrangements between councils, central government public
bodies, and the UK Government. In March 2019, the Secretary of State, BRCD partners and
the Northern Ireland Civil Service signed o Heads of Terms document, enabling full business
plans to be prepared for the projects proposed.

23 HM Treasury, Budget 2018, HC 1629, October 2018, pg. 71.

24 The participating six councils include Antrim and Newtownabbey Borough Council, Ards and North Down Borough
Council, Belfast City Council, Lisburn and Castlereagh City Council, Mid and East Antrim Borough Council and Newry,
Mourme and Down District Council. Queen’s University Belfast, the Ulster University, and the four Regional Colleges will also
play key partnership roles.
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Derry City and Strabane District Area Deal

4.17  In May 2019, the UK Government announced a £105 million City Deal and Economic
Growth Funding Package for the Derry City and Strabane Distfrict Area Deal. The investment
package announced comprises a £50 million City Deal and a £55 million Inclusive Future Fund
which aim to boost the economic potential of the city region and fo support a more prosperous,
united community and stronger society. In May 2020 the NI Executive further confirmed match
funding for both the City Deal and Inclusive Future Fund investment tofalling £105 million
bringing the total confirmed funding to £210 million. Along with anficipated funding from
project partners of £40 million, this will bring the tofal investment in the North West to around

£250 million.

4.18  The investment will comprise three new innovation cenfres of excellence; enhancing and
maximising digital connectivity; two major city and town centre regeneration schemes; tourism
and skills investment; and a new Entry level Medical School for Northern Ireland to be located
at the Ulster University Magee.

Two Local Growth Deals have been announced covering the Mid, South and West of
Northern Ireland and the Causeway Coast and Glens

4.19  In October 2019 the UK Government announced that Northern Ireland regions would benefit
from an additional £163 million of funding fo support local economic growth, create jobs and
invest in local projects. The 2020 Budget announced two new Local Growth Deals:

o £126 million for the Mid, South and West of Northern Ireland deal: and
e £306 million for the Causeway Coast and Glens deal.

In May 2020 the NI Executive announced match funding for both Growth Dedals, bringing the
total values to £252 million and £72 million respectively. The Executive also announced a
£100 million complementary fund in relation to the City and Growth Deals and councils are
awaiting information on this package of support.

These Growth Deals bring opportunities as well as risks which will need to be carefully
managed by councils and partners

4.20  The capacity of councils and their development partners to deliver large scale projects against
a challenging public sector backdrop represents a significant risk. Councils will need to strike @
balance between maximising opportunities and carefully managing the risks at all stages of the
projects they embark upon.

4.21 Councils will have fo ensure that robust accountability and governance arrangements are put
in place, as well as considering how the long-term success of economic Growth Deals will be
measured, including how they have contributed to Programme for Government outcomes. This
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will be key to determining the extent of economic growth and the extent to which value for
money has been delivered. These City and Local Growth Deals are now more important than
ever as councils assist in rebuilding the economy.

Observation

In light of the future challenges and opportunities presented by the economic Growth Deals,
the C&AG and | will continue fo monitor the Deals as they progress.

Councils are considering their readiness for leaving the European Union

4.22  Much uncertainty remains regarding the impact of leaving the European Union for councils.
Councils’ readiness for exiting the European Union is considered at the monthly SOLACE
meetings fo ensure that all councils are taking a proactive approach. Council officers are
working with colleagues across the 11 councils to ensure that areas of risk are identified and
appropriate measures are in place fo manage these risks where possible.

Impact of the Covid-19 pandemic

4.23  Councils have faced unprecedented challenges related to Covid-19 which will continue as they
deal with both the immediate and longerterm repercussions of the pandemic. There has been
a significant financial impact related to decisions made by councils in order fo maintain public
safety, parficularly during the emergency response fo the pandemic. There is likely to be a long-
ferm and ongoing impact on the economy and public sector finances, however the full extent is
unknown at this stage.

4.24  In May 2020, the Minister for Communities in Northern Ireland announced that the Executive
was allocating £20.3 million to councils to assist them with their financial pressures up to the
end of June 2020 as a result of Covid-19. This funding was to allow councils fo confinue to
provide essential services such as waste collection and disposal, provision of registration and
cemetery services and to support those in need. An additional £40 million was announced in
September 2020 to support the operation of all 11 councils. In October 2020, the Executive
allocated a further £15 million to councils to ensure that they continued fo positively contribute
fo the response to, and recovery from Covid-19.

4.25  Many staff were furloughed due to the restrictions on service provision. Whilst some services
have resumed, continued restrictions will impact on the ability o fully resume service delivery
and income sfreams, particularly those from leisure and tourism, will continue to be significantly
impacted.




56 local Government Auditor's Report 2020

Part Four:

Challenges and Opportunities

Conclusion

4.26  looking ahead, councils face a wide range of challenges and opportunities. In these
unprecedented times, continuing to deliver positive outcomes will require strong leadership,
effective governance structures and continued engagement both internally and externally. This
can be further enhanced through the development of effective partnership arrangements with
other public bodies and local communities.
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NIAO Reports 2019 and 2020

Title Date Published

2019

Welfare Reforms in Northern Ireland 17 January 2019
Structural Maintenance of the Road Network 26 March 2019
Follow-up reviews in the Health and Social Care Sector:

locum Doctors and Patient Safety 9 April 2019
Making parinerships work: A good practice guide for public bodies 30 April 2019
Mental Health in the Criminal Justice System 14 May 2019
Management of the NI Direct Strategic Partner Project —

helping to deliver Digital Transformation 14 June 2019
Local Government Auditor’s Report 2019 19 June 2019
Financial Auditing and Reporting: General Report by the Comptroller

and Auditor General for Northern Ireland = 2018 26 July 2019
Maior Capital Projects 8 December 2019
2020

Injury on duty schemes for officers in the Police Service of Northern Ireland

and the Northern Ireland Prison Service (VWebsite only) 10 March 2020
Governance issues in Sport Northern Ireland 11 March 2020
Reducing Costs in the PSNI 28 April 2020
National Fraud Initiative 11 June 2020

The LandVWeb Project: An Update 16 June 2020
Raising Concemns: A good practice guide for the Northern Ireland

public sector 25 June 2020
Addiction Services in Northern Ireland 30 June 2020
Workforce Planning for Nurses and Midwives 31 July 2020
Overview of the Northern Ireland Executive’s Response fo the

COVID-19 Pandemic 2 September 2020
Impact Review of Special Educational Needs 29 September 2020
Generating electricity from renewable energy 13 October 2020
Capacity and Capability in the Northern Ireland Civil Service 18 November 2020
Managing Attendance in Central and Local Government 24 November 2020

Managing Children who Offend follow up review 1 December 2020
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