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Explanatory Foreword

Introduction

The Council's financial performance for the year ended 31 March 2015 is as set out in the Comprehensive
Income and Expenditure Statement and it's financial position is as set out in the Balance Sheet and Cash
Flow Statement.

These financial statements have been prepared in line with the Code of Practice on Local Authority
Accounting in the United Kingdom 2014/15 (the Code) and the Depariment of the Environment Accounts
Direction, Circular LG 12/15 dated 31st March 2015. Itis the purpose of this foreword to explain, in an easily
understandable way the financial facts in relation to the Council.

This Statement of Accounts explains Armagh City and District Council's finances during the financial year
2014/15 and its financial position at the end of that year. It follows approved accounting standards and is
necessarily technical in parts.

Group Accounts

The Code requires Local Authorities to consider all their interests and to prepare a full set of group financial
statements where they have material interests in subsidiaries, associates or joint ventures. Ammagh City and
District Council does not have material interests in such bodies and accordingly is not required to prepare
group financial statements.

The Movement in Reserves Statement

This Statament, as set out on page 14, shows the movement in the year on the different reserves held by the
Council, analysed into 'usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local
taxation) and other reserves. The ‘Surplus on the provision of services' line shows the frue economic cost of
providing the Council's services, more details of which are shown in the Comprehensive Income and
Expenditure Statement. These are different from the statutory amounts required to be charged to the
General Fund Balance for Local Tax purposes. The 'Net increase /Decrease before transfers to statutory
and other reserves’ line shows the statutory General Fund Balanca before any discretionary transfers to or
from statutory and other reserves underiaken by the Council.

The Comprehensive Income and Expenditure Statement

This statement, as set out on page 15, shows the accounting cost in the year of providing services in

accordanca with generally accepted accounting practices, rather than the amount to be funded from taxation.

Councils raise taxation to cover expenditure in accordance with regulations; this may be different from the
accounting cost. The taxation position is shown in the Movement in Reserves Statement.

The Balance Shest

The Balance Sheet, as set out on page 16, shows the value as at the Balance Sheet date of the Council's
assets and liabilities. The net assets of the Council (assets less liabilities) are maiched by the reserves held
by the Council. Reserves are reported in two categories. The first category of reserves are usable reserves,
i.e. those reserves that the Council may use to provide services, subject to the need to maintain a prudent
level of reserves and any statutory limitations on their use (for example the Capital Receipts Reserve that
may only be used to fund capital expenditure or repay debt). The second category of reserves are those that
the authority is not able to use to provide services. This category of reserves includes reserves that hold
unrealised gains and losses (for example the Revaluation Reserve), where amounts would only become
available to provide services if the assets are sold; and reserves that hold timing differences shown in the
Movement in Reserves Statement line 'Adjustments between accounting basis and funding basis under
regulations'.



The Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the
reporting period. The statement shows how the Council generates and uses cash and cash equivalents by
classifying cash flows as operating, investing and financing activities. The amount of net cash flows arising
from operating activities is a key indicator of the exient to which the operations of the Council are funded by
way of taxation and grant income or from the recipients of services provided by the Council. Investing
activities represent the extent to which cash outflows have been made for resources which are intendad to
contribute to the Council's futura service delivery. Cash flows arising from financing activities are usefulin
predicting claims on future cash flows by providers of capital (i.e. borrowing) 1o the Council.

Financial Report

For the year ended 31 March 2015 the Council generated a surplus of £506,132. It transferred, a net amount
of £497,319 to Earmarkad Reserves and increased its General Fund reserve by £8,813 to £3,614,301. The
balance on Other Reserves at 31st March 2015 was £3,898,000. The Council's budgeted for a deficit on
services of £1,251,771. The surplus at 31st March 2015 was £8,813. The primary reason for the surplus
was a £707.465 savings on debt financing and delays in spending on projects.

Expenditure on capital projects during the year amounted 1o £4m, the most significant spend was on vehicles
and equipment £695k,Keady Community Centre £1.6m, Palace Building and Park £761k, and playground
equipment £255k.

Post Balance Shest Events

From 1st April 2015, Armagh City and District Council ceased to exist and its functions transferred to the new
Council, Armagh City, Banbridge & Craigavon Borough Council

Armagh City, Banbridge & Craigavon Borough Council combines the previous councils of Armagh,
Banbridge and Craigavon inlo one new body constituted under the framework established by the Local
Government Act {Northern Ireland} 2014.

Under regulation 11 of the Local Government (Transitional, Supplementary, Incidental Provisions and
Modifications) Regulations (Northem Ireland) 2014, the new council will designate an officer as having
responsibility for the winding up of its predecessor councils.

This designated officer will have responsibility for the preparation of final slatements of account for
predecsssor councils in a form directed by the Department under regulation 4 of the Local Government
{Accounts and Audit) Regulations (Northern Ireland) 2006.

These accounts are prepared on a going concern basis in accordance with the Code of Practice on Local
Authority Accounting in the United Kingdom.



Statement of the Council’s and Chief Financial Officer's Responsibilities for the
Statement of Accounts

The Council's Rasponsibilities
Under Section 1 of the Local Government Finance Act {(Northem Ireland) 2011 a council shall make
arrangements for the proper administration of its financial affairs. A council shall designate an officer of the

council as its chief financial officer and these arrangements shall be carried out under the supervision of its
chief financial officer.

Under Regulation 5 of the Local Government (Accounts and Audit) Regulations (Northern Ireland) 2006 the
Council, or 2 Committes, is required by resolution, to approve the accounts.

These accounts were approved by the Performance and Audit Committee on 25th June 2015

The Chief Financial Officer’s Responsibilities
Under Regulation 4(1) of the Local Government (Accounts and Audit) Regulations (Northern Ireland) 20086,

the Chief Financial Officer is responsible for the preparation of the Council's Statemant of Accounts in the
form directed by the Department of the Environment,

The accounts must give a true and fair view of the income and expenditure and cash flows for the financial
year and the financial position as at the end of the financial year.

In preparing this Statement of Accounts, the Chief Financial officer is required to:

. observe the Accounts Direction issued by the Department of the Environment including
compliance with the Code of Practice on Local Authority Accounting in the United Kingdom;

s follow relevant accounting and disclosure requirements and apply suitable accounting policies on
a consistent basis, and;

. make judgements and estimates that are reasonable and prudent.
The Chief Financial Officer is also required to:
. keep proper accounting records that are up-to-date, and;

. take reasonable steps for the prevention and detection of fraud and other iregularities.



NORTHERN IRELAND LOCAL GOVERNMENT BODIES'
ANNUAL GOVERNANCE STATEMENT

Scope of Responsibility

Armagh City and District Council is respensible for ensuring that its business is conducted in accordance with
the taw and proper standards, and that public money is safeguarded and properly accounted for, and used
aconomically, efficiency and effectively. The Council also has a duty under Local Government (Best Value)
Act (Northern Ireland) 2002 to make arrangements for continuous improvement in the way in which its
functions are exercised, having regard to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, Armagh City and District Council is responsible for putting in place
proper arrangements for the govemance of its affairs, facilitating the effective exercise of its functions, which
includes arrangaments for the management of risk.

Armagh City and District Council is required to prapara an Annual Governance Statement which is consistent
with the principles of the CIPFA/SOLACE FrameworkDelivening Good Govemance in Local Govemnment,
This statement explains how the Council meets the requirements of Regulation 2A of the Local Government
Accounts and Audit {Amendment) Regulations {(Northern Ireland 2006} in relation to the publication of a
statement on internal control - the Annual Governance Stalement.

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, and culture and values, by which the
Council is directed and controlled and its activities through which it accounts to, engages with and leads the
community. It enables Armagh City and District Council to monitor the achievement of its strategic objectives
and to consider whether those objectives have led to the delivery of appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is designed to manage risk to a
reasonable level. It cannot eliminate all risk of failure to achieve policies, aims and objectives and can
therefore only provide reasonable and not absolute assurance of effectiveness. The system of internal
control is based on an ongoing process designed to identify and prioritise the risks to the achievement of
Armagh City and District Council's policies, aims and objectives, to evaluate the likelihood of those risks
being realised and the impact should they be realised, and to manage them efficiently, effectively and
economically,

The governance framework has been in place at Armagh City and District Council for the year ended 31
March 2015. From the 1 April 2015 to the dats of approval of the financial statement, the Governance
Arrangements are those of the new Council - Armagh City, Banbridge and Craigavon Borough Council
{ACBCBC).



The Governance Framework

Armagh City and District Council ceased to exist on 31 March 2015. This governance framework takes
account of the implementation in raspect of Local Government Reform (LGR). The key elements of the
systems and processes that comprised the authority's governance arrangements during the 2014/15 year
are detailed below.

Identifying and communicating the Council's vision of its purpose and intended outcomes for
citizens and service users.

. The Council's vision and outcome for citizens and service users was set out and communicated
through the 2012-15 corporate plan. Annual businass/service plans which detailed specific aims
and objectives were also in place during the 2014/15 year. A Communication Strategy
incorporating both intemal and external communication arrangemeants was in place in the 2014/15
year. A new short term corporate plan for ACBCBC has been developed and rate payers have
been advised of the new Council arrangements.

Reviewing the Council's vision and its implications for the Council's governance
arrangements.

* The Council has a process in place to regularly raview the council’s vision and its implications for
the council's governance amangements. Council staff were consulted throughout the
development of the Corporate Plan. Regular staff frontline briefings were undertaken by the senior
management team, advising staff on Council projects and strategy and receiving feedback from
staff. During the shadow period 19/06/14 - 31/3/15) consultation on the ACBCBC Corporate Plan
was conducted and further staff sessions are planned.

. The Corporate Risk Register which identifies the main risks associated with the achievement of
the corporale objectives was reviewed regularly during the 2014/16 year by the Senior
Management Tearn (SMT) and the Audit Committee.

. Buring the final months of the council, senior officers met regulary with Group Party Leaders to
review prograss of outstanding cbjectives. in March 2015 at its final meeting the council agreed
and approved a legacy paper to be brought forward into the new organisation for consideration.

] A Code of Govarnance for Armagh City and District Council was approved by the Executive
Committee. The code is based on the six principles set out in the CIPFA/SOLACE 'Delivering
Good Govemnanace in Local Governmant: A Framework'.

Measuring the quality of services for users, ensuring they are delivered in accordance with the
Council's objectives and for ensuring that they reprasent the best use of resources

. The Council undertock service reviews and Council service managers were required to prepare
annual business/service plans which include historic reviews and future plans. Key Performance
Indicators (KPI's) were established for Operational Services. A formal complaints procedure was
also in place. During 2014-15 the Council was working towards implementing a property Asset
Management Plan and this approach has been caried forward into the new Council. New
performance improvement arangements are to be put in place for ACBCBC.

The roles and responsibilities of the executive, non-executive, scrutiny and other functions, with
clear delegation arrangements and protocols for effective communication

. The Council continued to operate the exacutive scrutiny model for its committee structure up to 31
March 2015. There were clearly defined roles for each committes, the regulations of which were
defined within Council standing orders. Regulations for the conduct of Council business are
includad within the Scheme of Delegation, standing orders and financial regulations. Job
descriptions ware in place for all staff which clearly define the roles and responsibilities of officers.



. Armagh City and District Council designated its Clerk and Chief Executive as the Chief Financial
Officer {"CFO"} under the Local Government Finance Act (Northern Iretand) 2011, Armagh City
and District Council complies with the requirements of the CIPFA Statement on the Role of the
Chigef Financial Officer in Local Government with the exception of principle 5 "The Chief Financial
Officer in a Local Authority must be professionally qualified and suitably experienced”. Local
government regulations do not require the CFO to be a professionally qualified accountant and it
is custom and practice that they are the Chief Executive of the Local Authority. The Chief Financial
Officer is supported by suitably qualified and experienced staff within the finance function ensuring
that decisions made by the CFO are based on sound technical knowledge and understanding.

Developing, communicating and embedding codes of conduct, defining the standards of behaviour
for members and staff

. The Councii defined the standards of behaviour for members and staff within its standing arders,
financial regulations, member's code of conduct and staff code of conduct A mandatory code of
conduct for members came into force an 28 May 2014 and training was conducted for all Council
Members.

In addition expected Standards of Behaviour are reinforced in the values and operating principles
autlined within the Corporate Plan and supported by employment palicies outlined in the Staff
Handbook, such as Disciplinary Policy, Dignity and Waork Policy, Equal Opportunities Policy.

. In order lo facilitate good conduct and governance, policies on the Acceptance and Provision of
Gifts and Hospitality by Council Officers, Fraud and also policies on Whistleblowing were in place.
All staff were presented with induction training on the code of conduct and policies.

Reviewing and updating standing orders, standing financial instructions, a scheme of delegation and
supporting procedure notes/manuals, which clearly define how decisions are taken and the
processes and controls required to manage risks.

. All Council systems, procadures and regulations were regularly reviewed to meet the changing
demands of a progressive council and to respond to best practice. All policies and procedures
were made available to staff through the staff intranet and appropriate training was provided to
staff.

. The Council operated a Risk Management Framework where risks were identified, managed,
meonitored and reported on a regular basis.

Undertaking the core functions of an Audit Committee, as identified in CIPFA’sAudﬁ Comimittees —
Practical Guidance for Local Authorities

° The Council as one of its standing commitiees had an Audit Commitiee, which included 2 lay
members. The procedures and regulations for its effective operation have been developed with
reference to perceived best practice as identified in CIPFA's Audit Committees — Practical
Guidance for Local Authorities. The Audit Committee met 4 times during the 2014-15 year and
the minutes of the Audit Committee were presented to full Council.

. Internal Audit prasanted quarterly progress reports to the Audit Committee including an annual
report on internal control. The Internal Audit Service operates in compliance with the Public Sector
Internal Audit Standards which came into effect from April 2013.

. The Audit Committes received audit reports on behalf of the Council from External Audit, including
the Report to Those Charged with Governance and Annual Audit Letter.



Ensuring compliance with relevant laws and regulations, intarnal policies and procedures, and that
expenditure is lawful

All employees are required to act with integrity and in accordance with the law and policy.
Directors, Corporate Services Department and internal audit monitor operations to ensure
compliance and to identify and correct any weaknesses in procedures.

Each Director is required on an annual basis to sign an Annual Stewardship Certificate to verify
that proper controls exist within their area of rasponsibility and that risks are being appropriately
managed. The Assurance Framework also extends o each Head of Service and Senior Manager
who complete an annual stewardship certificate along with a detailed checklist. For the 2014/15
financial year all Assurance Statements and Stewardship Certificates have been completed and
these form part of the evidence which underpins the Annual Governance Statement.

Internal Audit has a specific role in providing assurance to Management and elected members on
the internal control, risk management and governance arrangements in the Council.

Declaration of Interest is a standard Agenda item for all Council and Commitiee meetings. All
declarations of interest are recorded on the minutes of the meeting. In 2014/15 both senior
officers and elected members completed Related Party Disclosures.

The Council had a Fraud and Corruption Policy in place.

The Council took legal advice as and when required to ensure compliance with ralevant laws and
regulations.

Whistle-blowing and for receiving and investigating complaints from the public

The Council operates a Whistle Blowing Policy which clearly identifies contacts for reporting
concerns, This Policy was made available to all staff via staff induction and was also available on
the staff intranet.

The Council also had a Complaints Policy and had a section on its website for comments and/or
complaints.

Identifying the development neads of members and senior officers in relation to their strategic roles,
supported by appropriate training.

Provision of learning and development opportunities was important to Armagh City and District
Council and was seen as pivotal to delivering and improving services.

During the 2014/15 year a training needs analysis was carried out and an extensive training
programme was in place to develop and support staff for Local Governement Reform (LGR).

The Council in partnership with cluster councils of Banbridge and Craigavon achieved the Elected
Member Devealopment Chartar accreditation in February 2014,

The Council was recognised as an Investor in People accredited organisation.

Establishing clear channels of communication with all sections of the community and other
stakeholders, ensuring accountability and encouraging open consultation

The Council employed a communications officer whose role was to communicate Council's policy,
plans, programmes and performance to the community. Information was communicated to
stakeholders via the Council website, press releases and advertisements.

A Communication Strategy incorporating both internal and external communication arrangements
was in place. A publication scheme was also in place.



. An Access to Information Policy was in place o ensure that the provisions of the Freedom of
Information Act 2000 and the Environmental Information Regulations 2004 are adhered to.

. The Council held an event during Local Demacracy Week for local schools to participate and learn
more about the business of the Council.

. Monthly Council meetings were open to the public and minutes of Council and Committee
meetings were published on the Council Website. The final minutes of ACDC were prepared and
signed in accordance with section 10 of the Transitional Provisions Regulations, The Local
Govemment Regulations (Northern Ireland) 2014,

® The Council's Linguistic Diversity Policy included a commitment {o provide information in
alternative formats on request. Written communications received in Irish have been responded to
in Irish. The Council's Equality Action Plan has been made available in Easy Read to facilitate
those with a leaming disability to participate in consultation exercises.

Shadow Council work

. The focus for the year ended 31 March 2015 had baen on the preparation of the new Council and
ensuring efficient systems ware in place. A number of corporate policies were developed during
the 2014/15 year for the new Council. These include the following:

Access Lo Information Policy;

Equality Scheme;

Data Protection Policy;

Risk Management Strategy;
Anti-Fraud Policy and Response Plan;
Whistleblowing Policy;

Scheme of Delegation;

Financlal Regulation; and
Procurement Policy.

Review of Effectivenass

Armagh City and District Council had responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control. The review of
effectiveness was informed by the work of the executive managers within the Council, who have
responsibility for the development and maintenance of the govemance environment, Internal Audit's annual
report, and also by comments made by the external auditors.

Armagh City and District Council operated the executive scrutiny model for its committee structure and this
requires the Council to regularly review the effectiveness of its governance framework.

. The Council's Standing Orders and Financial Regulations provided tha framework for its decision
making processes and set out the detailed procedures and codes of conduct by which members
and officers operated to achieve Council objectives. Senior Management met on a fortnightly
basis and reported to the members on the delivery of the Council objectives. Heads of Service
and Directors signed annual Stewardship Certificales to confirm that adequate controls were in
place and risks were appropriately managed.

. The Council oparated a cabinet committee model and had two scrutiny committees reviewing the
effectiveness of the operations of the Council. All members received training in order to maximise
the effectiveness of this scrutiny role. Members met regularly to set the strategic direction and

. Armagh City and District Council had two independent lay members on the Audit Committee to
help ensure an appropriate challenge funtion exists to all papers presented. A workshop on the
effectiveness of the Audit Committee was deliverad in November 2013 with a number of
improvements being highlighted and actioned during 2014/15.



Internal Audit provide an independent assurance and advisory service which will help the Council
achieve its objectives and improve the effectiveness of its risk management, control and
governance processes. [nternal Audit provide an annual assurance statement on the Council's
internal control environment and complete a self-assessment of its services against a compliance
checklist in accordance with the Public. Sector Internal Audit Standards (PSIAS). The assessment
concluded that the Internal Audit function complies in all material aspects of the PSIAS.

. Internal Audit has provided an overall satisfactory rating to the system of controls operating in the
Council for the 2014/15 year. Overall there is an adequate and effactive system of governence,
risk management and control. While there is some residual risk identified this should not
significantly impact on the achievement of objectives. Some improvements are required to
enhance the adequacy and/or effectiveness of governance, risk management and control.
During the year internal audit issued two limited internal audit reports relating to financial
assistance and fire risk assessments.

. There were six priority one recommendations made in the financial assistance audit. Issues were
noted around the assessment, award and verification process of grant applications. The review
identified instances where grant assessments were incorrectly scored which resulted in
overpayments of £6,500. In a large number of instances it was not possible to agree the amount
awarded to the scoring guidelines. It was noted that the Financial Assistance Programme was not
adequately advertised to ensure the process is open and transparent. A lack of segregation of
duties was also noted around the application process, assessments and authorisation of grant
payments. A recent follow up review identified that 17 of the 26 recommendations had been
implemented. A new Financial Assistance Policy has been approved for the new council,

. There wera five priority one recommendations made in the fire risk assessment audit. Issues were
noted around the lack of completion of actions in the Fire Risk Assessments, a lack of sign off of
actions and a lack of timely review of fire risk assessments. Weaknesses in fire safety records
ware also noted at some Council facilities. A follow up review was prioritised 2 months later and
identified that 5 of the 10 recommendations had been implemented and that significant progress
had been made in implementing outstanding actions. Outstanding recommendations in relation to
these audits wil continue to be monitored. It is accepted that some of these will be addressed by
new ACBCBC policies.

. Internal Audit continued to facilitate the development of risk management processes across the
Council during the 2014/15 year. A risk management framework is embedded through the Council
with risk being identified and managed at a Corporale and Departmantal level.

° Local Government Auditor provides a level of assurance through the provision of their annual
audit and issuing a management letter which includes an Action Plan lo address issues identified.

Significant Governance Issues

Armagh City and District Council's governance structure placed significant emphasis on service and
performance review. As a result the Council continually sought to improve its service delivery.

The following significant issues have been identified within the Council and these are being addressed:

1 Local Government Raform

From 1 April 2015, under the Reform of Local Government (RLG}, the number of Councils in
Northern Ireland will reduce from the 268 existing to 11 new Councils, established under the Local
Government Act (Northern Ireland) 1972 as amended by the Local Government (Boundaries) Act
(Northern Ireland) 2008. From that date the Northern Ireland Executive has agreed to transfer
some functions currently carried out by NI Government Departments and give some new
responsibilities to the 11 new Councils. The new councils will be stronger, more efficient and will
deliver more effective services.



The new councils came into existence on 26 May 2014, operaling in shadow form until they take
over full responsibility for local government on 1 April 2015 when the 26 existing councils cease to
exist. The final accounts for Armagh City and District Council will therefore be for the 2014/15
financial year. The Local Government (Transitional, Supplementary, Incidental Provisions and
Modifications) Regulations (Northern Ireland) 2014 made transitional provision with respect to local
government reorganisation including positions of responsibility within the new council for the winding
up and final accounts of existing councits. Arrangements are to be put in place for the storage and
fiting of all historical records.

The Local Government Act (Northern Ireland) 2014 intraduced the legislative framework for Northern
Ireland’s 11 new councils and has made transitional provisions to provide for the transfer of siaff,
assets and liabilities from the current 26 councils to the 11 new councils, and from departments
transferring functions to the new councils.

2 Contract Management

A review of previous internal audit recommendations concluded that work is still required lo improve
contract management and in particular revenue contracts. Issues remained around the monitoring of
contracts and the lack of an overall Contract Management Policy. In addition work was required in
developing an overall contract database which will include revenue contracts. The Council has
worked towards rectifying the weaknesses identified and improving the overall management of
contracts. Significant progress has been made around the management of capital contracts and
internal audit provided a satisfactory assurance in this area in the 2014/15 year.

3 Asset Management

As previously reported the system of asset management is weak, referring to the lack of overall
asset management system, lack of asset tagging, physical verification of assets and controls around
disposal of assels. The Council continued lo develop its asset management system in 2014/15 and it
wili require a significant piece of work by ACBCBC in 2015. Internal Audit will review the progress of
the Asset Management system in the 2015/16 year.

4 Legal Issues

The Council has an on-going case with the NI Ombudsman which is on hold awaiting a supreme
court ruling in respect of another case which the court feels may have relevance in respect of this
case. Regular legal updates have been provided to council, including an update on legal costs to the
Audit Committee and council unanimously agreed o continue to pursue the council's challenge in
respect of the Ombudsman’s decision.

The Council is currently pesuing a claim in relation to a contract for replacerment of ceilings at the
Palace Building. Due to failures in the replacement ceiling a new contract had to be progressed and
Council is seeking compensation in relation to the original conlract.

The above issues will be addressed in the Armagh City Banbridge Craigavon Borough Council. We propose
over the coming year to continue 1o take steps o address the above matters to further enhance our governance
arrangements. We are satisfied that these steps will address the need for improvements that were identified in
our review of effectiveness and will monitor their implementation and operation as part of our next annual
review.

26th October 2015

Signed 5 Date ......covevenenes et s e st tassntanerestoones s tuau sy
26th October 2015

Signed .........4... DAt vvvrirrsrmrrrrrissernenicesnsesssnsesasssreavnannninne

Chair of the Performance, Committee

On behalf of the Committes of the Council or the Members of the hody meeting and by the Chief
Executive
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Certificate of the Chief Financial Officer

| certify that:

(a) the Statement of Accounts for the year ended 31 March 2015 on pages 14 to 76 has been prepared
in the form directed by the Department of the Environment and under the accounting policies set out
on pages 18 to 32.

() in my opinien the Statement of Accounts gives a true and fair view of the income and expenditure

and cash flows for the financial year and the financial position as at the end of the financial year
ending 31 March 2015.

Chief Financial

26th October 2015

-------------------------------------------------

Council Approval of Statement of Accounts

These accountis were approved by resolution of the Performance and Audit Committee on 25th June 2015 and
were subject to one material adjustment, as noled on page 77, and a number of minor disclosure amendments.

..................................

Chair of the Performanc Audit Committee

.................................................
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ARMAGH CITY, BANBRIDGE AND CRAIGAVON
BOROUGH COUNCIL

| have audited the financial statements of Armagh City and District Council for the year ended 31 March
2015 under the Local Government (Northern Ireland) Order 2005. The financial statements comprise the
Movement in Reserves Statement, Comprehensive Income and Expenditure Statement, Balance Sheet,
Cash Flow Statement, and the related notes. The financial statements have been prepared under the
accounting policies set out within them.

This report is made solely to the Members of Armagh City, Banbridge and Craigavon Borough Council in
accordance with the Local Government (Northern Ireland) Order 2005 and for no other purpose, as
specified in the Statement of Responsibilities. Under the transitional arrangements set out in the Local
Government (Transitional, Supplementary, Incidental Provisions and Modifications) Regulations Northern
Ireland) 2014, the Armagh City, Banbridge and Craigavon Borough Council takes responsibility for the
financial statements of the Armagh City and District Council.

Respective responsibilities of the Chief Financial Officer and the independent auditor

As explained more fully in the Statement of Council’s and Chief Financial Officer's Responsibilities, the
Chief Financial Officer is responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view of the income and expenditure and cash flows for the financial year and
the financial position as at the end of the financial year. My responsibility is to audit the financial
statements in accordance with the Local Government (Northern Ireland) Order 2005 and the Local
Government Code of Audit Practice. | conducted my audit in accordance with International Standards on
Auditing (UK and Ireland). Those standards require me and my staff to comply with the Auditing Practices
Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to the Armagh City and District Council’s circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant accounting estimates made by the Armagh
City and District Council; and the overall presentation of the financial statements. In addition | read zall the
financial and non-financial information in the Statement of Accounts to identify material inconsistencies
with the audited financial statements and to identify any information that is apparently materially
incarrect based on, or materially inconsistent with, the knowledge acquired by me in the course of
performing the audit. If | become aware of any apparent material misstatements or inconsistencies |
consider the implications for my report.

Opinion on financial statements
In my opinion:

¢ the financial statements give a true and fair view, in accordance with relevant legal and statutory
requirements and the Code of Practice on Local Authority Accounting in the United Kingdom
2014-15, of the financial position of Armagh City and District Council as at 31 March 2015 and its
income and expenditure for the year then ended; and

s the financial statements have been properly prepared in accordance with the Local Government
(Accounts and Audit) Regulations [Northern Ireland) 2006 and the Department of the
Environment directions issued thereunder.

L



Opinion on other matters

s In my opinion the information given in the Explanatory Foreword for the financial year ended 31
March 2015 is consistent with the financial statements.

Matters on which | report by exception

I have nothing to report in respect of the following matters which | report to you if, in my opinion:
s The Annual Governance Statement:

o does not reflect compliance with the Code of Practice on Local Authority Accounting in
the United Kingdom 2014-15 ;

o does not comply with proper practices specified by the Department of the Environment;
o is misleading or inconsistent with other information | am aware of from my audit; or

e adequate accounting records have not been kept; or

e the statement of accounts is not in agreement with the accounting records; or

e | have not received all of the information and explanations | require for my audit.

Certificate

| certify that | have completed the audit of accounts of Armagh City and District Council in accordance with
the requirements of the Local Government {(Northern Ireland) Order 2005 and the Local Government Code
of Audit Practice.

Louise Mason

Local Government Auditor
Northern Ireland Audit Office
106 University Street

Belfast

BT7 1EU

2% October 2015
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ARMAGH CITY AND DISTRICT COUNCIL
Balance Sheet As At 31 March 2015

The Balance Sheet shows the value as at the Balance Sheet date of the Council's assets and liabilities. The net assets of
the Council (assets less liabilities) are maiched by the reserves held by the Council. Reserves are reported in two
categories. The first category of reserves are usable reserves, ie those reserves that the authority may use to provide
services, subject to the need to maintain a prudent leve! of reserves and any statutory limitations on their use {for example
the Capital Receipts Reserve that may only be used to fund capital expenditure or repay debt). The second category of
reserves are those that the authority is not able to use 1o provide services. This category of reserves includes reserves that
hold unrealised gains and losses (for example the Revaluation Reserve), where amounts would only become available to
provide services if the assets are sold, and reserves that hold timing differences shown in the Movement in Reserves
Statement line ‘Adjustments between accounting basis and funding basis under requlations’.

2014116 2013114
Notes £ £
Property Plant & Equipment (PP&E} 10a/10h 55,207 407 51,362,717
Heritage Assets 10d 1,086,837 1,046,666
Investment Properties 10a/10b 4,685,513 4,353,425
Intangible Assets 10a/10b 0 0
Assets Held for Sale 10e 0 0
Long Term investments 15a 0 0
Investment in Associates and Joint Ventures 0 0
Long Term Debtors 14a 1] 0
LONG TERM ASSETS 60,979,756 56,762,808
Short Term Investments 15b 0 0
Inventories 13 67,892 66,699
Short Term Debtors 14b 4.726,107 4,369,040
Cash and Cash Equivalents 24b 1,518,202 3,648,585
Assets Held for Sale 10e 0 0
CURRENT ASSETS 6,312,202 8,084,324
Bank Overdraft 0 0
Short Term Borrowing 16a 2,430,974 1,535,136
Short Term Creditors 17a 4,994 768 5,067,358
Provisicns 18 0 0
Liabilities in Disposal Groups 0 0
CURRENT LIABILITIES 7,425,742 6,602,494
Long Term Creditors 176 0 0
Provisions 18 246,019 246,019
Long Term Borrowing 16b 23,157,707 24,569,263
Other Long Term Liabilities 520 12,594,991 9,776,509
Donated Assets Account 21 0 0
Capital Grants Receipts in Advance 22 0 0
LONG TERM LIABILITIES 35,098,717 34,591,791
NET ASSETS 23,867,499 23,652,848
USABLE RESERVES 25a/25b 7,612,302 7,106,170
Capital Receipis Reserve 25a/25b 0 0
Other Balances and Reserves 25a/25b 3,998,000 3,500,681
General Fund 25a/25b 3,614,302 3,605,489
UNUSABLE RESERVES 25a/25b 16,255,198 16,546,678
Capital Adjustment Account 25a/25b 16,737,684 16,976,499
Financial instruments Adjustment Account 25a/25b 0 0
Revaluation Reserve 25a/25b 12,224,464 9,470,418
Available for Sale Financial Instruments Reserve 25a/25b 0 1]
Pensions Reserve 25a/25b {12,587,000) (9,745,000)
Capital Receipts Deferred Account 25a/25b 0 0
Accumulated Absences Account 25a/25b (119,951) (151,239)
Landiill Regulations Reserve 25a/25h 0 0
Provisions Discount Rate Reserve 25a/25b 0 0
NET WORTH 23,867,499 23,652,848




ARMAGH CITY AND DISTRICT COUNCIL
Cash Flow Statement at 31 March 2015

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the reporting period.
The statement shows how the Council generates and uses cash and cash equivalents by classifying cash flows as
operating, investing and financing activities. The amount of net cash flows arising from operating activities is a key
indicator of the extent to which the operations of the authority are funded by way of taxation and grant income or from the
recipients of services provided by the Council. Investing activities represent the extent to which cash outflows have been
made for resources which are intended to contribute to the Council's future service delivery. Cash flows arising from
financing activities are useful in predicting claims on future cash flows by providers of capital (i.e. borrowing) to the
Council. The Council reports cash flows from operating activities using the indirect method, whereby net Surplus or Deficit
on the Provision of Services is adjusted for the effects of transactions of a non-cash nature, any deferrals or accruals of
past or future operating cash receipts or payments, and items of revenue or expense associated with investing or
financing cash flows.

Notes 201415 2013114
£ £

Net (surplus) or deficit on the provision of services (619,117) 338,025
Adjustment to surplus or deficit on the provision of
services for noncash movements 3,086,619 4,224,183
Adjust for items included in the net surplus or deficit
on the provision of services that are investing and
financing activities (408,370) (958,529)
Net cash flows from operating activities 24a), 24c) 2,059,132 3,603,679
Net Cash flows from Investing Activities 24d) {3,654,278) (2,857,958)
Net Cash flows from Financing Activities 24e) {535,236) (1,630,234)
Net increase or decrease in cash and cash
equivalents {2,130,382) {884,513)
Cash and cash equivalents at the beginning of the
reporting period 3,648,585 4,533,098
Cash and cash equivalents at the end of the
reporting period 1,518,203 3,648,585
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ARMAGH CITY AND DISTRICT COUNCIL
Notes to the Financial Statements

ta

Accounting Policies
General Principles

The Statement of Accounts summarises the Council's transactions for the 2014/15 financial year and
its position at the year-end of 31 March 2015. The Council is required to prepare an annual Statement
of Accounts in a form direcied by the Department of the Environment in accordance with regulations 4
(1) and (2} in the Local Government (Accounts and Audit} Regulations (Northern Ireland) 2006 in
accordance with proper accounting practices. These practices primarily comprise the Code of Practice
on Local Authority Accounting in the United Kingdom 2014/15 and the Service Reporting Code of
Practice 2014/15 (SeRCOP), supported by International Financial Reporting Standards (IFRS). The
accounting convention adopted in the Statement of Accounts s principally historical cost, modified by
the revaluation of certain categories of non-current assets and financial instrumenis. The Code of
Practice on Local Authority Accounting in the United Kingdom 2014/15 also requires disclosure in
respect of:

Summary of Significant Accounting Policies

i) Accruals of Income and Expenditura

- Revenue from the sale of goods is recognised when the Councll transfers the significant risks and
rewards of ownership to the purchaser and it is prabable that economic benefits or service potential
associated with the transaction will flow to the Council.

- Ravenue from the provision of services is recognised when the Council can measure reliably the
percentage of completion of the transaction and it is probable that economic benefits or service
potential associated with the transaction will flow to the Council.

- Supplies are recorded as expenditure when they are consumed — where there is a gap between the
date supplies are received and their consumpticn, they are carried as inventories on the Balance
Sheet.

- Expenses in relation to services received (including services provided by employees) are racorded
as expenditure when the services are received rather than when payments are made.

- Interest payable on borrowings and receivable on investments is accounted for on the basis of the
effective interest rate for the relevant financial instrument rather than the cash flows fixed or
determined by the contract.

- Where revenue and expenditure have been recognised but cash has not been received or paid, a
debtor or creditor for the relevant amount is recorded in the Balance Sheet. Where it is doubtiul that
debts will be settled, the balance of debtors is written down and a charge made to revenue for the
income that might not be collected.

ii) Acquisitions

There were no acquisitions during the year.

ili) Provision for Single Status, Job Evaluation and Pay and Grading Reviews

The Council has completed the Single Status review and discharged all liabilities.

iv) Cash and €ash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are investments that mature in three months or
less from the date of acquisition and thal are readily convertible to known amounts of cash with
insignificant risk of change in value. In the Cash Flow Statement, cash and cash equivalents are shown
net of bank overdrafls that are repayable on demand and form an integral part of the Council's cash
management.
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v} Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a possible asset
whose existence will only be confirmed by the occutrence or otherwise of uncertain future events not
wholly within the control of the Cauncil. Contingent assets are not recognised in the Balance Sheet but
disclosed in a note to the accounts where it is probable that there will be an inflow of economic benefits
or service potential,

vi) Contingent Liabitities

A contingent liability arises where an event has taken place that gives the Council a possible obligation
whose existence wilt only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the Council. Contingent liabilities also arise in circumstances where a
provision would otherwise be made but either it is not probable that an outflow of resources will be
required or the amount of the obligation cannot be measured reliably..

vii) Discontinued Operations

Armagh City and District Council had no discontinued operations during the year.

viii) Employee Benefits

Short-term employes benefitsare those due to be settled within 12 months of the year-end. They
include such benefits as wages and salaries, paid annual leave and paid sick leave, bonuses and non-
monetary benefits (e.g. cars) for current employees, and are recognised as an expense in the year in
which employees render service to the Council. An accrual is made for the cost of holiday
entitlements earned by employees but not taken before the year-end and which employees can carry
forward into the next financial year.

Termination benefits

Termination benefits are amounts payable as a result of a declision by the Council to terminate an
officer's employment before the normal retirement date or an officer's decision {o accept voluntary
redundancy and are charged on an accruals basis to the Non Distributed Costs line in the
Comprehensive Income and Expenditure Statement at the earlier of: a) when the offer cannot be
withdrawn or b) when the related restrucuring costs are incurred.

Where termination benefits involve the enhancement of pensions, statutory provisions require the
General Fund balance to be charged with the amount payable by the Council to the pension fund or
pensioner in the year, not the amount calculated according to the relevant accounting standards. In
the Movement in Reserves Statement, appropriations are reguired to and from the Pensions Reserve
to remove the notional debits and credits for pension enhancement termination benefits and replace
them with debits for the cash paid to the pension fund and pensioners and any such amounts payable
but unpaid at the year-end.

Post Employment Benefits

Employees of the Council are members of the Northem Ireland Local Govemnment Officers’ Pension
Fund administered by the Northern Ireland Local Government Officers’ Superannuation Committee.

The scheme provides defined benefits to members (retirement lump sums and pensions}), eamed as
employees worked for the Council.



The Northern Ireland Local Government Officers’ Pension Fund

The Northern Ireland Local Government Officers’ Pension Fund is accounted for as a defined benefits
scheme.

The liabilities of the Northern Ireland Local Government Officers’ Pension Fund attributable to the
Council are included in the Balance Sheet on an acluarial basis using the projected unit method - i.e.
an assessment of the future payments that will be made in relation to retirement benefits earned to
date by employees, based on assumptions about mortality rates, employee tumover rates , etc, and
projections of projected earnings for current employees.

Liabilities are discounted to their value at current prices, using a discount rate of 3.3% (based on the
indicative rate of return on high quality corporate bonds on the iBoxx Sterling Corporate Index, AA over
15 years with recently re-rated bonds removed from the index.

The assets of the Northern Ireland Local Government Officers’ pension fund attributable to the Council
are included in the Balance Sheet at their fair value:

quoted securities — current bid price
unguected securities — professional estimate
property — market value

unitised securities - current bid price

The change in the net pensions liability is analysed into seven components:
Within the Cost of Services

Current Service Cost- the increase in the present value of the defined benefit obligation
(liabilities) resulting from employee service in the current period.

Past Service Cost- (where applicable) the change in the prasent value of the defined
benefit obligation for employee service in prior periods, resulting from a plan amendment (the
introduction or withdraw) of, or changes 1o, a defined benefit plan) or a curtailment (a
significant reduction in the number of employees covered by the plan).

Any Gains or Losses on Settlement- (where applicable) arising where a council enters into
a transaction that eliminates ali further legal or constructive obligations for part or all of the
benefits provided under a defined benefit plan.

Within Financing and Investment Income and Expenditure

Net Interest on the Net Deflned Benefit Liability (Asset)- the change in the net defined
benefit liability (asset) that arises from the passage of time,.

Within Other Comprehensive Income and Expendifure (Remeasurements)

The Return on Plan Assets— excluding amounts recognised in the Net Interest on the Net
Defined Benefit Liability (Asset). This includes interest, dividends and other income derived
from the plan assets, together with realised and unrealised gains or losses on the plan
assets, less any costs of managing plan assets, andany tax payable by the plan itself other
than tax included in the actuarial assumptions used io measure the present value of the
defined benefit obligation.

Actuarial Gains and Losses- changes in the present value of the defined benefit obligation
resulting from: a} experience adjustments (the effects of differences between the previous
actuarial assumptions and what has actually occurred) and b) the effects of changes in
actuarial assumptions.

Any change in the Effect of the Asset Celling- (where applicable) excluding amounts
included in the Net Interest on the Net Defined Benefit Liability (Asset).

Within the Movement in Reserves Statement Appropriations

Contributions by Scheme Participants -the increase in scheme liabilities and assets due
to payments into the scheme by employees (where increased contribution increases pension
due to the employee in the future).

Cantributicns by the Employer- the increase in scheme assets due to payments into the
scheme by the employer.



In relation to retirament benefits, statutory provisions require the General Fund balance to be charged
with the amount payabie by the Counclil to the pension fund or directly to pensioners in the year, not the
amount calculated according to the relevant accounting standards. In the Movement in Reserves
Staterment, appropriations are made to and from the Pensions Reserve to remove the notional debits
and credits for retirement benefits and replace them with debits for the cash paid to the pension fund
and pensioners and any such amounts payable but unpaid at the year-end. The negative balance that
arises on the Pensions Reserve thereby measures the beneficial impact to the Generat Fund of being
required to account for retirement benefits on the basis of cash flows rather than as benefits are
earned by employees.

Discretionary Benefits

The Council also has restricted powers to make discretionary awards of retirement beneiits in the event
of early retirements. Any liabilities estimated to arise as a result of an award to any member of staff ara
accrued in the year of the decision to make the award and accounted for using the same policies that
are applied to the Northern Ireland Local Government Officers’ pension fund.

ix) Events After the Balance Shaet Date

Events afer the balance sheel date are those events, both favourable and unfavourable, that occur
between the end of the reporting period and the date when the Statement of Accounts is authorised for
Issue. Two types of events can be identified:

- those that provide evidence of conditions that existed at the end of the reporting period - the
Statement of Accounts is adjusted to reflect such events

- those that are indicative of conditions that arose afier the reporting petiod - the Statement of
Accounts is not adjusted to reflect such avents, but where a category of events would have a material
effect disclosure is made in the notes of the nature of the events and their estimated financial effect.

The financial statements may subsequently be adjusted up to the date when they are authorised for
issue. This date will be recorded on the financial statements and is usually the date the Local
Government Auditor issues his certificate and opinion, Where material adjustments are made in this
period they will be disclosed.

Events taking place after the date of authorisation for issue are not reflected in the Statement of
Accounts.

x} Exceptional Items

When items of income and expense are material, their nature and amount is disclosed separately,
either on the face of the Comprehensive Income and Expenditure Statement or in the notes 1o the
accounts, depending on how significant the items are to an understanding of the Council's financial
performance.

xi} Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors

Prior period adjustments may arise as a result of a change in accounting policies or to correct a
material ermor. Changes in accounting estimates are accounted for prospectively, i e., in the current
and future years affected by the change and do not give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting practices or the
change provides more refiable or relevant information about the effect of transactions, other events
and conditions on the Council's financial pesition or financial performance. Where a change is made,
it is applied retrospectively by adjusting opening balances and comparative amounts for the prior
period as if the new policy had always been applied.

Malerial errors discovered in prior period figures are corrected retrospectively by amending opening
balances and comparative amaunts for the prior period.



xli) Financial Instruments

Most financial instruments held by Councils would fall to be classified into just one ciass of financial
liability and two classes of financial assets:

Financial Liabilitles
Amortised Cost

Financlal Assets

Loans and Receivables
Available for Sale

Financial liabilities are recognised on the Balance Sheet when the Council becomes a party to the
contractual provisions of a financial instrument and are initially measured at fair value and are carried
at their amortised cost. Annual charges to the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement for interest payable are based on the
carrying amount of the liability, multiplied by the effective rate of interest for the instrument. The
effective interest rate is the rate that exactly discounts estimated future cash payments over the life of
the instrument to the amount at which it was originally recognised.

For most of the borrowings that the Council has, this means that the amount presented in the Balance
Sheet is the outstanding principal repayable (plus accrued interest); and interest charged to the
Comprehensive Income and Expenditure Statement s the amount payabile for the year according to
the loan agreement.

Gains and losses on the repurchase or early settlement of borrowing are credited and debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Stalement in the year of repurchase/settlement. However, where repurchase has taken place as part
of a restructuring of the loan portfolio that involves the madification or exchange of existing
instruments, the premium or discount is respectively deducted from or added to the amortised cost of
the new or modified loan and the write-down to the Comprahensive Income and Expenditure Statement
is spread over the life of the loan by an adjustment to the effective interest rate.

Where premiums and discounis have been charged to the Comprehensive Income and Expenditure
Statement, regulations allow the impact on the General Fund Balance to be spread over future years.
The Council has a policy of spreading the gain or loss over the term that was remaining on the loan
against which the premium was payable or discount receivable when it was repaid. The reconciliation
of amounts charged to the Comprehensive Income and Expenditure Statement to the net charge
required against the District Fund Balance is managed by a transfer {o or from the Financial
Instruments Adjustment Account in the Movement in Reserves Statement.

Financial Assels

F