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Key messages

e The 2020-21 financial statements were certified
without qualification as noted in my audit report.

Audit of Financial However the audit report did contain an emphasis

Statements of matter paragraph associated with the going
concern of City of Derry Airport. Key sfafistics from

the accounts are outlined.

Work on economy, e The Council has in place proper arrangements to
ef‘ficiency o] secure economy, efficiency and effectiveness in the

: use of ifs resources.
effectiveness

e The governance statement reflects compliance with
Governance relevant guidance and standards.

e Absenteeism figures for 2020-21.

e The latest National Fraud Initiative.

Other areas of
audit interest

® The local Government Auditor's Report for the
year fo 31 March 2021 was published on
21 December 2021.

® Brexit considerations.

Outlook COVID-19 considerations.
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Introduction

1. As Local Government Auditor, | have a statutory responsibility to provide an opinion on the
Council's financial statements. The results of my audit of the 2020-21 Statement of Accounts
and my work on proper arrangements for 2020-21 are summarised in this report.

2. The legislative role for the Local Government Auditor is contained in the local Government
(Northern Ireland) Order 2005 and the Local Government (Northern Ireland) Act 2014. In
addition, the Code of Audit Practice, published on 1 April 2021, prescribes the ways in which
statutory audit functions are fo be carried out. The Code of Audit Practice is supported further
by a Statement of Responsibilities of Local Government Auditors and Local Government Bodies.
Both of these documents are published on the NIAO website.

3. Management have specific responsibilities regarding the production of financial statements
and are expected to have effective governance arrangements in place fo deliver the Council's
corporate objectives. The publication of the financial statements is an essential means to
account for the stewardship and use of public money each year.

4. As external auditor, it is my responsibility to form an opinion on whether:

* the financial statements give a frue and fair view of the financial position of the Council and
its group and its income and expenditure for the year then ended;

e the financial statements have been prepared in accordance with the relevant accounting
and reporting framework as sef out in legislation, applicable accounting standards or other
directions thereunder:

* the parts of the remuneration report fo be audited have been properly prepared in
accordance with the Department for Communities’ directions; and

* the information given in the Narrafive Report is consistent with the financial statements.

5. There is a range of various other matters which can be reported by exception and they are
outlined in the Code of Audit Practice. One of these ifems relates to the information published
with the audited financial statements, such as the governance statement. | report if the
governance statement is not consistent with the information gathered during the audit including
that gained from carrying out work on the Council's arrangements for securing economy,
efficiency and effectiveness of resources, and our work on performance improvement.

6. This report is solely based upon those matters that have come to my attention as a result
of normal audit procedures. Consequently, our comments should not be regarded as a
comprehensive record of all deficiencies that may exist or all improvements that could be made.
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Audit of Financial Statements

Statement of Accounts

1. The accounts should be prepared in accordance with International Financial Accounting
Standards as interpreted for Local Government in the, *Code of Practice on Local Authority
Accounting in the United Kingdom'.

2. The financial statements were signed by the Chief Financial Officer and submitted for audit on
7 July 2021. Following the audit, the Statement of Accounts were approved by the Council
and certified by me within the sfatutory deadline of 30 September 2021. The Statement of
Accounts are published on the Council’s website.

3. On conclusion of the audit, the 2005 Order requires me fo issue a cerfificate stating the audit
is complefe and to give an opinion on the statement of the accounts. The audit certificate and
opinion are contained within the Statement of Accounts.

Audit Certificate and Opinion

4, For the year ended 31 March 2021, | gave the following unqualified opinion on the
financial statements. My report included an emphasis of matter paragraph drawing attention
fo disclosures in the Council and Group Financial Statements in respect of current funding
issues at the City of Derry Airport (CODA. | highlighted the potential impact on the accounts
including the carrying value of assefs associated with CODA should Council not secure
further Government Financial support post March 2023.

In my opinion:

e the financial statements give a frue and fair view, in accordance with relevant legal and
statutory requirements and the Code of Practice on Local Authority Accounting in the
United Kingdom 2020-21, of the financial position of Derry City and Strabane District
Council and its group as at 31 March 2021, and ifs income and expenditure for the
year then ended; and

* the financial statements have been properly prepared in accordance with the local
Government (Accounts and Audit] Regulations (Northern Ireland) 2015 and the
Department for Communities” directions issued thereunder.

5. At the end of the audit | issue a Report to those charged with Governance, addressed to the
Chief Executive of the Council, on the results of the audit, noting the most significant issues,
making recommendations and seeking comments. That report is presented separately to the
Assurance, Audit and Risk Committee.
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6. Council's usable reserves have increased from £39.7m at 31st March 2020 to £50.2m
at 31st March 2021, an increase of £10.5m. It is important that there are clear plans to
utilise these reserves in the future.

Council’s Group Structure

7. The Council’s group accounts include:

- 100% owned subsidiary City of Derry Airport — £3,453k net loss for the year ended
31 March 2021 and net liabilities of £1,651k as at 31 March 202 1. The net
liability position at year end was improved by an increase in share capital of £3.57
million.

Key Statistics
Income/Expenditure Variance
/assets/liabilities £
Total Income 96,980,804 88,263,197 | A 8,717,607
Total Expenditure 90,114,190 92,183,447 | V¥ 2,069,257

Net Expenditure chargeable
to the General Fund (reflects
adjustments between
Accounting Basis and

Funding Basis) 55,233,667 64,840,360 | ¥ 9,606,693
| Capital Expenditure in year | 6,658,597 | 8,566,771 |V 1,908,174 |

Capital /Reserves/Staff Costs 2020-21 2019-20 Variance
Useable Reserves 50,228,850 39,739,392 | A 10,489,458
Long Term Assets 214,959,394 219,205,565 | ¥ 4,246,171
Loans Outstanding (43,469,965) (46,842,432) [ V¥ 3,372,467
Staff 2020-21 2019-20 Variance
Average staff numbers (FTE) 916 966 | ¥ 50
Staff costs

(including Agency costs) 34,977,352 35,952,647 | ¥ 975,295
Staff Absence Total 10.37 days 14.50 days | ¥ 4.13 days
- short term 2.27 days 5.1 days | ¥ 2.83 days
- long term 8.1 days 9.4 days | ¥ 1.3days

o
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Audit work on economy, efficiency and effectiveness

Proper Arrangements

1. The Local Government (Northern Ireland) Order 2005 requires me to be satisfied that the
Council has in place proper arrangements for securing economy, efficiency and effectiveness in
the use of ifs resources.

2. Councils are required to maintain an effective system of infernal control that supports the
achievement of their policies, aims and objectives, while sofeguarding and securing value for
money from the public funds and other resources at their disposal.

3. My review of the Council's arrangements for securing value for money covered a wide range of
areas including:

e Strategic priorities, financial strategies and policies;
e Financial reporting systems and sound financial internal controls;
* Procurement sfrategies and policies to deliver sustainable outcomes and value for money;

® Promoting a good governance environment including managing risks and systems of infernal
control:

e Asset management strategies and policies to safeguard assets, deliver objectives and
generate value for money; and

e A framework to manage the workforce fo effectively support the achievement of strategic
priorities.

4. On the basis of my review this year, | am satisfied the Council has in place proper
arrangements to secure economy, efficiency and effectiveness in the use of ifs resources.
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Governance

Annual Governance Statement

1.

The Local Government [Accounts and Audif) Regulations (Northern Ireland) 2015 requires

the Council to conduct a review, at least once in a financial year, of the effectiveness of its
governance framework (including ifs system of infernal control] and to then approve an Annual
Governance Statement.

| am required fo report if the Annual Governance Statement:

® does not reflect compliance with the Code of Practice on local Authority Accounting in the

United Kingdom 2020-21;
® does not comply with proper practices specified by the Department for Communities; or

e is misleading or inconsistent with other information | am aware of from my audit.

My review did not highlight any inconsistencies.

Internal Audit

4.

The 2015 Regulations also require councils to undertake an adequate and effective internal
audit of its accounting records and of its systems of risk management, infernal controls and
governance processes using current internal auditing standards. The Council has an in-house
Infernal Audit functfion that conducted a review on the effectiveness of the sysfems of infernal
confrols in place during 2020-21. The findings of this work were presented to the Council's
Assurance, Audit and Risk Committee for review and considered by me as part of the audit
process.

Assurance, Audit and Risk Committee

5.

It is essential that Members exercise effective scrutiny of the infernal confrols processes and
procedures in place within the Council. One way that Members carry out this function is
through the Assurance, Audit and Risk Committee.

The Assurance, Audit and Risk Committee is also invited to review my audit reports and my staff
attend meetings fo present audit findings.
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Other areas of audit interest

Absenteeism

1. For the twelve months fo the end of March 2021, the average number of day’s sick absence in
the Council was 10.37 days per full time employee as compared to 14.50 days in 2019-20.
The Council has told me that the decrease of 4.13 days was mainly due to a large number of
employees being furloughed in year.

2. The Local Government Auditor produced a good practice guide on Managing Attendance in
Central and local Government on 23 November 2020. The report provides an overview of
sickness absence across central and local government in Northern Ireland and sets out key
principles for managing attendance that are consistent across the public secfor.

Local Government Auditor’s Report - 2021

3. The annual Local Government Auditor's Report was published on 21 December 2021 and is
available on the NIAO website. The report summarises my perspective on financial audits and
performance improvement work in the year to 31 March 2021.

4. The Report highlights areas of strength and areas for improvement within local councils. It also
considers important issues that may affect councils in the medium term. The Council and its
members should consider this report in the context of its own activities for any improvements that
could be made.

Performance Improvement audit and assessment

5. Under the Local Government (Northern Ireland) Act 2014 the Council has a statutory duty to
make arrangements fo secure confinuous improvement in the exercise of its functions and to sef
improvement objectives for each financial year.

6. Under the current legislation each year councils are required to produce an Annual Improvement
Plan for the year ahead and a selfassessment report for the year just past. The Local
Government Auditor is required fo audit the prior year self-assessment report and the incoming
Annual Improvement plan and assess whether the Council is likely to have complied with the
legislation.

7. The onset of the COVID-19 pandemic led the Department fo propose a reduction in the
performance improvement work undertaken by councils, and consequently the improvement
audit and assessment work fo be carried out in 2020. Councils were still required to produce
a selfassessment of their performance in 2019-20 but did not have fo produce an Annual
Improvement plan for 2020-21. The local Government Auditor was required to audit the
2019-20 selfassessment report. Given the impact of the COVID-19 pandemic on normal
council services | concluded that | am unable to assess whether the Council was likely to comply

with Part 12 of the local Government Act (Northern Ireland) 2014 (the Act) during 2020-21.



https://www.niauditoffice.gov.uk/sites/niao/files/media-files/244347%20NIAO%20Managing%20Attendance%20in%20Central%20and%20Local%20Government_%28WEB%20PDF%29__6.pdf
https://www.niauditoffice.gov.uk/sites/niao/files/media-files/244347%20NIAO%20Managing%20Attendance%20in%20Central%20and%20Local%20Government_%28WEB%20PDF%29__6.pdf
https://www.niauditoffice.gov.uk/sites/niao/files/media-files/246499_NIAO_LGA%20Report__%28Combined%20WEB%20PDF__Final%29.pdf
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8. My Annual Improvement Report summarising the audit of the 2019-20 self assessment report

will be published in March 2022.

WGA

9. Whole of Government Accounts (WGA) are consolidated financial statements for the whole
of the UK public sector. The National Audit Office audits these accounts and sefs the overall
audit approach. As such the Council is within the band of organisations in 2020-21 where
additional audit procedures were not required.

10. The Whole of Government Accounts annual return has been submitted for HM Treasury’s
consolidation process.

NFI

1. The Council participates in the National Fraud Initiative, a UK wide data matching exercise
underfaken every two years that is designed fo highlight savings for the public secfor as a
whole.

12. Data matching for the period 1 April 2020 to 31 March 2022 is currently underway and the
results are due to be published in June 2022.

Audit Fee

13. The audit fee for the financial audit is in line with the estimate and the performance improvement
audit fee has been decreased fo reflect a reduced audit requirement in light of the pandemic.

10
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Outlook

Brexit considerations

1. The United Kingdom left the EU on 31 January 2020, and completed the fransition period
on 31 December 2020. Issues affecting Councils to date have included funding of Council
programmes, cross border trade, tourism, imports and exports, employment, local supplies
and local business. These issues and other related matters are considered at the monthly
SOLACE meetings fo ensure that all councils are taking a consistent approach. Council officers
are continuing to work with colleagues across the 11 councils to ensure that areas of risk are
identified and appropriate measures are in place to manage these risks where possible.

COVID-19 considerations

2. The COVID-19 pandemic has had a significant impact on society and on the economy.
Councils have had to adapt quickly to ensure continued provision of their key critical services
such as wastfe collection and disposal, community support, and registrations of deaths and
burial services. Additionally, Councils will have suffered losses in income from the closure of
their income-generating facilities and services such as leisure centres.

3. 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 o the
end of June 2020 as a result of COVID-19. This funding was to allow councils fo continue to
provide essential services. 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 to positively contribute to the response to,

and recovery from COVID-19.

4, In a Written Statement fo the Assembly* on 20 May 2021 the Finance Minister announced
further COVID 19 funding fo address a range of pressures. This included £10 million to
Councils fo ensure the continued delivery of local public services, as well as £3 million to
support counciFmanaged community development and advice services via the Community
Support Programme.

5. There is no doubt there will continue o be wide reaching impacts from the pandemic for many
years to come. There will be continuing challenges for councils to deliver a balanced budget,
even with central government support and therefore it is extremely important that the Council has
detailed medium term financial plans which are regularly monitored and updated.

https:/ /www.finance-ni.gov.uk/sites/default/files / publications /dfp /Covid-19%20funding%2Oallocations_0.pdf
https:/ /www.communities-ni.gov.uk/news/ ps4Om-allocated-help-address-pressuresfaced-by-local-councils
htips:/ /www.communifies-ni.gov.uk/news/ ni-chuilinwelcomes-furtherfunding-councils

https:/ /www.finance-ni.gov.uk/sites/default/files /publications /dfp /May%20202 1-22%20COVID%2019%20
Funding%20-%20VWMS. pdf

N o w NN —
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6. A report by the Comptroller and Auditor General was published on 2 September 2020 on the
NI Executive’s response to the COVID-19 pandemic including support for Councils. A second

report on the NI Executive’s response to the COVID-19 pandemic was published on 8 June
2021.

And Finally.....

7. | would like to thank the Council for its continued co-operation during the audit. My staff and |
look forward to working with Council during the year in preparation for next year's audit.

12
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