BIRMINGHAM CITY COUNCIL
PUBLIC REPORT

Report to: AUDIT COMMITTEE

Report of: Director of Council Management (Interim)

Date of Decision: 29 June 2021

Subject: STATEMENT OF ACCOUNTS 2020/21 PROCESS AND

TIMINGS BRIEFING

Wards affected: All

1 Purpose

1.1 To brief the Committee on the legislative requirements for the approval and
publication of the draft and audited Statement of Account 2020/21 and the
process that Birmingham City Council will follow to support the Committee in
considering and subsequently approving the audited Statement of Accounts
2020/21.

1.2  The statutory requirements for local authority accounting are set out in the
Local Audit and Accountability Act 2014, supported by the Accounts and
Audit Regulations 2015 (SI 2015 No 234) or ‘the 2015 Regulations’.

1.3 As aresult of the Covid pandemic the Accounts and Audit (Amendment)
Regulations 2021 (SI 2021 No 263) have amended the 2015 Regulations for
the 2020/21 financial year, deferring publication dates and making other
consequential changes.

1.4 The regulations determine the format, content and timings of the Statement
of Accounts.

2 Decisions recommended:
Members are recommended to:

2.1 Note the legislative requirements and proposed review, publication and
approvals timetable for both the draft and audited Statement of Accounts.

2.2  Note the proposed briefing timescales offered to the Committee.

Contact Officer: Rebecca Hellard

Telephone No: 0121 303 2950

E-mail address: rebecca.hellard@birmingham.gov.uk
Contact Officer: Mohammed Sajid

Telephone No: 0121 303 3313

E-mail address: mohammed.sajid@birmingham.gov.uk
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Compliance Issues:

Are Decisions consistent with relevant Council Policies, Plans or Strategies?:
The publication of the Statement of Accounts is a legislative and statutory
requirement.

Relevant Ward and other Members/Officers etc. consulted on this matter:
The Chair of the Committee has been consulted.

Relevant legal powers, personnel, equalities and other relevant implications (if
any):

The statutory requirements for local authority accounting are set out in the
Local Audit and Accountability Act 2014, supported by the Accounts and Audit
Regulations 2015 (SI 2015 No 234) or ‘the 2015 Regulations’.

Will decisions be carried out within existing finances and resources?
Yes

Main Risk Management and Equality Impact Assessment Issues (if any):
None.

The format, contents and accounting policies of the Statement of
Accounts

Regulation 7(1) requires the statement of accounts to be prepared in
accordance with “proper practices in relation to accounts”. The relevant proper
practices are defined in section 21 of the Local Government Act 2003, where
their role is primarily to determine what gets charged to revenue accounts in
any year. The practices are:

e those which an authority is required to follow by virtue of any
enactment; and

e those contained in a code of practice or other document identified for
the purpose by regulations.

Regulation 31 of the Local Authorities (Capital Finance and Accounting)
(England) Regulations 2003 (SI 2003 No 3146, as amended) gives proper
practice status to:
¢ the Code of Practice on Local Authority Accounting in the UK
(Accounting Code); and
e the Service Reporting Code of Practice for Local Authorities. (SeRCoP)

As a result it is mandatory to follow the Accounting Code for the preparation of
the statement of accounts unless it is overridden by statute.
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An example of this would be that the Accounting Code specifies that the
Comprehensive Income and Expenditure Statement is prepared using full
accruals for estimated pensions liabilities under IAS19, but the 2003 Capital
Finance Regulations require the charge against the General Fund to be based
on contributions payable for the year to pension funds.

Consequently, the I&E will contain items such as depreciation and the full
actuarial cost of pension liabilities. However, when determining the charge
against Council tax or General fund these are replaced by actual debt
repayments made in the year and the annual payments made to the pension
fund respectively.

Accounting Statements Regulation 7(2) requires that the statement of
accounts shall include (where relevant to the authority’s functions):

housing revenue account;

collection fund;

firefighters’ pension fund;

any other statements relating to any other fund that the authority is
required by statute to keep in a separate account.

The Accounting Code also mentions the disclosures of information required in
support of the main statement and other additional information.

Note 1 to the accounts details the Council’s accounting policies used in the
preparation of the Accounts. Audit Committee approved these at its meeting in
March 2021

To help Members better understand the statement of accounts, individual and
group briefings will be offered during the Summer. The Audit Committee will

have an opportunity to consider and discuss the Statement of Accounts at its

meeting on the 26th of July, following a series of one to one, or group briefing
meetings that the Committee is being offered.

Timings, confirmations and approvals

The timing requirements for confirming and approving the Statement of
Accounts and for publishing it are contained in regulations 9 and 10 of the
2015 Act (as amended).

Confirmation by the Responsible Financial Officer

Regulation 9(1) requires the Responsible Financial Officer (RFO), which at
Birmingham is the Director of Council Management (Interim), to confirm the
draft Statement of Accounts by signing and dating the Statement of Accounts
and confirming that the Statement presents a true and fair view of the financial
position of the Council at the end of the financial year and its income and
expenditure for the financial year.
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This confirmation has to be signed off before the draft Statement of Accounts
is made available for public inspection — regulation 15(1) requires the latest
date for which in 2020/21 to be 1 August for 2021.

This year Birmingham’s draft Statement of Accounts are expected to be
signed off by the RFO on or by 1 July 2021, one month earlier than the
statutory deadline. The Public inspection period and audit will then start.

The team is currently finalising the Statement of Accounts and we are aiming
for the draft unsigned statement to be emailed to Audit Committee members
on 28 June 2021. This will be accompanied by a short briefing note
highlighting the key numbers and disclosures. A brief introduction to the
Statement of Accounts will also be provided at the Committee meeting on 29
June 2021.

Public Inspection

Regulation 9(1)(b) requires the RFO, after signing, dating and confirming the
unaudited Statement of Accounts, to commence the period for the exercise of
public rights.

Regulation 14(1) specifies that the inspection period must comprise a single
period of 30 working days.

Regulation 15 requires the Council to publish the unaudited confirmed
Statement of Accounts (which must at least include publication on the
authority’s website) (15(2)(a)).

The unaudited Statement must be accompanied by:

e adeclaration (signed by the RFO) that the Statement of Accounts is
unaudited and may be subject to change (15(2)(a)(i))

e the Annual Governance Statement (15(2)(a)(ii))

¢ the Narrative Statement (15(2)(a)(iii))

Regulation 9(1)(c) requires the RFO to notify the auditor when the public
inspection period has commenced.

Audit

The Statement of Accounts will be passed to the external auditors, Grant
Thornton, after being confirmed by the RFO on the 1st July 2021. However,
the Council has already started providing working papers to the auditors
during June 2021 to help facilitate a swifter audit.

Once the audit is complete the audited Statement of Accounts will need to
reconfirmed by the RFO, approved by Members and published.
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Regulation 9(2) requires Members to approve the audited Statement of
Accounts that is to be published, either by meeting as a whole or through a
committee. At Birmingham City Council this is the Audit Committee.
Specifically, members have a duty to:

e consider the Statement of Accounts;

e approve the Statement by a resolution; and

e ensure that the Statement is signed and dated by a person presiding at
the meeting

Audit Committee will have an opportunity to consider the Statement of
Accounts over the Summer and through one to one or group briefings as well
as formally consider at its 26th July meeting.

The Committee should be able to approve the Statement of Accounts at the
28th September 2021 meeting when the external audit should be substantially
completed. The Committee will also be able to consider any changes that
have been made to the draft Statement of Accounts.

The amended statutory deadline for the completion of the audited Statement
of Accounts is 30 September 2021. Our plan, including the provision of draft
accounts one month earlier than the required deadline, remains to be
completed ready for signatory at that point.

However, given the challenges presented in the prior year, the complexity and
size of the Council's statement of accounts, and the workload from July 2021
to October 2021 that Grant Thornton face, Grant Thornton are cautious about
confirming that as the date at which the Statement of accounts will be
approved, and as such, are planning on being able to provide their clearance
during October 2021.

The accounts, and audit will be substantially complete at 28 September 2021
and we expect any significant issues to have been raised, resolved or
amended in the accounts by that time. As such, we are still planning that the
committee approve the near final version of the accounts at the 28 September
2021 meeting, subject to any final amendments.

Assuming these final amendments are minor in nature, they will be confirmed
to the committee in writing, and approved for change by the Committee chair,
without calling a separate meeting of the committee. Any and all significant
amendments will require a further meeting, at which, a full briefing will be
provided.

Regulation 6(4) requires that members approve the Annual Governance
Statement at some time before they approve the Statement of Accounts.

Under regulation 9(3) the RFO must re-confirm their view that the Statement
of Accounts presents a true and fair view before it is given member approval.
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Post Audit

After Members have approved the Statement of Accounts, regulation 10 sets
out the requirements for publication, which requires publication of the
Statement of Accounts together with any certificate or opinion entered by the
local auditor

Regulation 10(1) requires publication to take place by 30 September. If the
audit opinion has not been given by the relevant date, regulation 10(2)
requires that a notice be published as soon as reasonably practicable stating
that the Statement of Accounts has not been issued, giving reasons why
publication has not been possible. The Statement of Accounts must then be
published as soon as reasonably practicably after the receipt of the report of
the auditor’s final findings (which can be a report issued before the conclusion
of the audit)

Proposed timetable

28 June 2021 Draft Statement of Accounts and short briefing

sent to Audit Committee Members

29 June 2021 Audit Committee | Brief introduction to the Statement of Accounts

30 June 2021 Director of Council Management (Interim)
confirms the draft Accounts and issues for
publication

1 July 2021 to 11 August 30 working day Public Inspection

1 July 2021 to TBA Audit process

During July 2021 One to One or group briefings to Committee as
requested

26 July 2021 Audit Committee | Committee to consider the Statement of
Accounts

September 2021 Director of Council Management (Interim)
reconfirms the audited Statement of Accounts

28 September 2021 Audit Audit Committee to approve audited Statement of

Committee Accounts. We are assuming the majority of the

audit will be completed by then.

30 September 2021 or after Conclusion of Audit and publication

Signature:

Rebecca Hellard, Director of Council Management (Interim)




