BIRMINGHAM CITY COUNCIL

AUDIT COMMITTEE

WEDNESDAY, 26 MARCH 2025 AT 14:00 HOURS
IN COMMITTEE ROOMS 3 & 4, COUNCIL HOUSE, VICTORIA
SQUARE, BIRMINGHAM, B1 1BB

AGENDA

NOTICE OF RECORDING/WEBCAST

The Chair to advise/meeting to note that this meeting will be webcast for live
or subsequent broadcast via the Council's Public-I microsite (please click
this link) and that members of the press/public may record and take
photographs except where there are confidential or exempt items.

APOLOGIES

To receive any apologies.

DECLARATIONS OF INTERESTS

Members are reminded they must declare all relevant pecuniary and other
registerable interests arising from any business to be discussed at this
meeting.

If a disclosable pecuniary interest is declared a Member must not participate
in any discussion or vote on the matter and must not remain in the room
unless they have been granted a dispensation.

If other registerable interests are declared a Member may speak on the
matter only if members of the public are allowed to speak at the meeting but
otherwise must not take part in any discussion or vote on the matter and
must not remain in the room unless they have been granted a

dispensation.

If it is a ‘sensitive interest’, Members do not have to disclose the nature of
the interest, just that they have an interest.
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23 -44

45 - 76

Information on the Local Government Association's Model Councillor Code
of Conduct is set out via http://bit.ly/3WtGOnNN. This includes, at Appendix
1, an interests flowchart which provides a simple guide to declaring interests
at meetings.

EXEMPT INFORMATION = POSSIBLE EXCLUSION OF THE PRESS
AND PUBLIC

a.) To consider whether any matter on the agenda contains exempt
information within the meaning of Section 100l of the Local Government Act
1972, and where it is considered that the public interest in maintaining the
exemption outweighs the public interest in disclosing the information, for the
reasons outlined in the report.

b.) If so, to formally pass the following resolution:-

RESOLVED - That, in accordance with Schedule 12A of the Local
Government Act 1972 as amended by the Local Government (Access to
information) (Variation order) 2006, the public be excluded from the meeting
during consideration of those parts of the agenda designated as exempt on
the grounds that it is likely, in view of the nature of the business to be
transacted or the nature of the proceedings, that if members of the press
and public were present there would be disclosure to them of exempt
information.

MINUTES

To confirm and sign the minutes of the meeting held on the 5 March 2025.

INTERNAL AUDIT UPDATE: DECEMBER 2024 - FEBRUARY 2025

Report of the Principal Group Auditor.

AUDIT COMMITTEE ANNUAL REPORT 2024-25

Report of the Audit Committee Independent Chair.

ADOPTION OF ACCOUNTING POLICIES FOR 2024/25

Report of the Assistant Director Financial Strategy & s151 Officer
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9 INTERIM COUNTER FRAUD UPDATE REPORT

77-90
Report of the Group Auditor, Corporate Fraud.
91 - 100 10 ANNUAL WHISTLEBLOWING ASSURANCE REPORT
Report of the Assistant Director (Law and Governance)
101 - 108 11 SCHEDULE OF OUTSTANDING ACTIONS

Information for noting.

12 DATE AND TIME OF NEXT MEETING

The next meeting is scheduled to take place on Wednesday, 30 April 2025
at 1400 hours in Committee Rooms 3&4, Council House.

13 OTHER URGENT BUSINESS

To consider any items of business by reason of special circumstances (to
be specified) that in the opinion of the Chair are matters of urgency.
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Birmingham City Council

Report to Audit Committee
26th March 2025

Title:

Lead Member:

Relevant Overview and Scrutiny
Committee:

Has this report been shared with the
relevant Overview and Scrutiny
Committee Chair?

Report Author:

Authorised by:

Is this a Key Decision?

Reason(s) why not included on the
Forward Plan and confirm who has
authorised it to be considered:

Is this a Late Report?

Reason(s) why Late and confirm who
has authorised it to be considered:

Is this decision eligible for ‘call in?’

If ‘call-in’ has been dis-applied,
please provide reason(s) and confirm
who has authorised:

Wards:

INTERNAL AUDIT UPDATE: DECEMBER
2024 - FEBRUARY 2025

Councillor Rob Pocock, Cabinet Member
for Transformation, Governance and HR

Not Applicable

Not Applicable

Craig Price, Principal Group Auditor
Finance
craig.price@birmingham.gov.uk

Mohammed Sajid, Assistant Director
(Deputy Section 151 Officer)

Finance

No

Forward Plan Reference: Not Applicable
Not Applicable

No
Not Applicable

Not Applicable
Not Applicable

Not Applicable

Does this report contain exempt or confidential No

information?
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3.1

4.1

4.2

6.1

6.2

EXECUTIVE SUMMARY

The attached report provides an update on Internal Audit activity between
December 2024 and February 2025. It summarises the key findings arising within
the final reports issued.

COMMISSIONERS’ REVIEW
Commissioners have no observations on this report.

RECOMMENDATIONS
That the Committee:

Note the report and update.

KEY INFORMATION

Context

Internal Audit provide independent and objective assurance to management and
those charged with governance on the systems of internal control that have been
established. This is achieved by systematically examining, evaluating, testing,
and reporting on the effectiveness of the systems of internal control on a risk
basis. Where weaknesses or non-compliance is found, recommendations are
made to management to improve the operation of internal controls.

Between December 2024 and February 2025 twenty-three final reports have
been issued. The key findings identified within these reports are summarised in
the attached report, Appendix A.

RISK MANAGEMENT
Risk management is an important part of the internal control framework.

The programme of work to rebuild risk management will be key in developing and
maintaining the Internal Audit plan. It will lead to a greater visibility and a more in
depth understanding of risks.

MEMBER ENGAGEMENT

Ward Councillor(s)
Not Applicable

Overview and Scrutiny
Not Applicable
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6.3

7.1

7.2

7.3

7.4

7.5

7.6

7.7

7.8

Other
Not Applicable

IMPACT AND IMPLICATIONS

Finance and Best Value

There are no direct financial implications arising from the recommendations in
this report. However, failure to deliver the identified savings and efficiency would
have an adverse impact on the Council’s financial position. Weaknesses in
controls could also result in unnecessary costs being incurred.

Legal

Under the Accounts and Audit Regulations 2015 a relevant authority must
undertake an effective internal audit to evaluate the effectiveness of its risk
management, control, and governance processes, taking into account public
sector internal auditing standards and guidance.

Equalities
There are no equality implications from the subject of this report.

Procurement
There are no direct procurement implications arising from this report.

People Services

There are no direct staffing implications arising from the recommendations in this
report.

Climate Change, Nature and Net Zero

There are no climate change, nature and net zero carbon implications arising
from the recommendations in this report.

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendations in this report.

Other
There are no other implications arising from the recommendations in this report.
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APPENDICES

APPENDIX A — INTERNAL AUDIT UPDATE: DECEMBER 2024 - FEBRUARY
2025.

BACKGROUND PAPERS
There are no background papers
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Internal Audit Update: December 2024 — February 2025

26th March 2025

Contents

1. Background

2. Internal Audit Final Reports
3. Other / Advisory Work

4. 2024/25 Audit Plan
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2.1

2.2

City Council

Background

This report provides an update to Audit Committee on Internal Audit activity between December 2024 and February 2025. It
summarises the key findings arising from the final reports issued.

Internal Audit Final Reports

Audit reports are given an assurance ratings to assist in the identification of the level of importance.

Assurance Ratings

- There is a sound system of control designed to meet the organisation’s objectives, and those controls are being
applied consistently in the areas reviewed.
Generally, there is a sound system of internal control designed to achieve the organisation’s objectives with some
Reasonable exceptions and / or evidence of non-compliance with some controls that may put some of the system objectives
at risk.
o There are weaknesses in the procedures and controls in key areas and / or non-compliance with key procedures
Limited . . . . SR o
and controls which constitutes a risk to the achievement of the organisation’s objectives.
- There is a poor system of internal control or consistent non-compliance with key controls which could result in
failure to achieve the organisation’s objectives and manage risk.

These new assurance ratings were approved at the October Audit Committee meeting and have been applied to all new reports
issued from 15t November. Any residual reports issued with the previous ratings have been mapped to the new assurances for
consistency.
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2.3 Between December 2024 and February 2025 twenty-three final reports have been issued:

December 2024 January 2025 February 2025 Total
Audit Reviews 3 2 5 10
Progress Reviews 1 1 0 2
Follow-up Reviews 0 0 1 1
School Audits 4 2 2 8
Briefing Notes 2 0 0 2
Total 10 5 8 23

2.4 A summary of the assurance rating assigned to the audit reviews is provided in the chart below:

Report Assurance Rating

7

0 0

Substantial Reasonable Limited No

2.5 Reviews provide assurance over the controls in place for a number of key risk and priority areas including delivery of savings, the
progression of improvement and recovery programmes and projects and key operational processes together with any required
improvements.
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2.6

A link to the full report on the Audit Committee Knowledge / Resource SharePoint repository is provided for Committee Members,

together with a summary of the key findings from each report, below:

Audit Reports — February 2025

Final Report

Summary

Direct Debit Payment Mandates - BCC
Accounts

Directorate: Finance

Objective: That adequate and robust
arrangements are in place to ensure the
validity of direct debits payment instructions,
including approval and ongoing monitoring

arrangements.

Recommendations

Assurance Level: Limited

Total Efficiency /
Opportunity
2 0

This review was undertaken following an intelligence alert from the National Anti-Fraud Network flagging concerns over the
fraudulent submission of direct debit payment mandates across several public sector organisations. We identified controls in
place within Revenues and Benefits to ensure that they only accept direct debit mandates for the payment of Housing rent,
Council Tax and NNDR where the liable person or company is named as the bank account holder. However, no procedures
were in place covering the creation, approval or monitoring of direct debit payment mandates established. Our recommendations
have been accepted, and a procedure is now in place whereby all new outgoing direct debts are blocked by the bank until the
request is verified.

Summary of high priority actions:

Rec | Summary Target Date

01 The process for setting up and approving the use of a direct debit payment instructions to be defined | Immediate

and documented within an operating procedure.

Compliance with People Services Policies -
Starters

Directorate: People Services

Objective: All checks are taking place to
ensure compliance with the starters
procedures and processes.

Assurance Level: Limited Recommendations
Total Efficiency /
Opportunity
6 0

Our testing identified weaknesses in evidence being retained to demonstrate compliance with on-boarding processes. We
identified instances where:

e Documentation had not been uploaded to the employees Document of Records.

e Validation check documentation was unclear and difficult to read.
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Final Report

Summary

e Forms or checks were not fully completed, dated or signed.

Our recommendations have been accepted and target dates set for implementation.
Summary of high priority actions:

Rec | Summary Target Date

01 Agree with Security Watchdog revised screening packages. January 2025

02 People Services staff should be reminded that all documents are checked and uploaded to the January 2025
employees Document of Records once the clearance certificate is received.

Housing Rent Collection and Recovery

Directorate: Finance

Objective: Current and former tenant rent
arrears are being regularly monitored and
debts escalated and progressed effectively to
collection.

Assurance Level: Recommendations

Limited

Efficiency /
Opportunity

Our testing identified that rent accounts (secure and introductory/non-secure) are being regularly monitored. Current tenancy debts
where the debt is deemed uncollectable, for example vulnerability or uneconomical to collect, are being written off regularly in
accordance with policy. However, there is a lack of resources to address the backlog of former tenancy accounts arrears cases.
However, the teams are working on these and attempting to contact and trace former tenants for recovery of debts. Additionally,
former tenancy arrears that are uneconomical to pursue are not currently being picked up as part of the bulk write off process due

to issues within the reporting script. Our recommendations have been accepted, action to correct the bulk write off reporting script
is now being taken.

Savings Delivery - In Year Mitigations

Directorate: Finance

Objective: There are adequate and effective
arrangements in place to address the
unmitigated savings, (as detailed in
September’s TIB report) of £2.430m (based
on July’s data).

Assurance Level: Limited Recommendations
Total Efficiency /
Opportunity
3 0

Our testing identified that communication difficulties had been encountered around the action taken on the accelerated savings list.
Since undertaking our testing, we have been advised that the savings mitigations have now moved forward, and these will be made
within directorates’ existing budgets; with underspends being used to help cover any shortfalls. Our recommendations have been
accepted and immediately implemented.

Saving Delivery Targeted Savings Work-
Blue Rated Savings

Directorate: Finance

Assurance Level:

Recommendations

Limited

Total Efficiency /
Opportunity
10 0

Our testing focused on the robustness of the controls in place to confirm savings that have been deemed delivered (“Blue”) have
been achieved and that appropriate supporting evidence is held.
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Final Report

Summary

Objective: Assess the robustness of the
controls in place to confirm that savings are
delivered.

Our review of a sample of 8 “blue-rated” delivered savings across directorates identified that improvements are required to
strengthen the robustness of the controls to ensure that appropriate supporting evidence is held within the central repository.

Summary of high priority actions:

Directorate

Objective: Assess the robustness of the
arrangements in place for corporate
monitoring and reporting on IRP delivery.

Rec | Summary Target Date
01 Guidance should be developed to ensure that the evidence provided clearly demonstrates that the | April 2025
saving target has been achieved.
03 Evidence should be uploaded to the Finance Tracker at the time of turning the saving “blue” April 2025
05 In cases where there are concerns regarding the accuracy of the HR data from Oracle, alternative | February 2025
evidence should be gathered to support the decision-making process.
06 The anomalies over HR positions linked to saving 49 to be further explored to determine their impact | March 2025
on the “blue” status.
10 Restrictions to be applied to ensure only those authorised can make modifications to the Finance | February 2025
Tracker
Audit Reports — January 2025
Final Report Summary
Improvement and Recovery Plan (IRP) Assurance Level: Reasonable Recommendations
Corporate Monitoring Total Efficiency /
Opportunity
Directorate: Deputy Chief Executive 6 2

A clear governance framework for monitoring the delivery of IRP Priority Programmes was established at the start of the year, and
monitoring has been implemented in a phased approach in accordance with the intentions set out within the framework. Going
forward, management intends to streamline this through a targeted approach to assurance. We understand that there are plans to
refresh the current IRP in 2025 which will provide the opportunity to implement our recommendations.

Housing Improvement - IRP Programme
Development

Directorate: City Housing

Objective: That the IRP priority programme
for Housing Improvement is being adequately
developed.

Recommendations

Assurance Level: Reasonable

Total Efficiency /
Opportunity
6 1

Key governance arrangements for managing the overall Housing Improvement IRP Programme have been evidenced and are
working effectively, particularly in relation to the Regulatory Compliance (RC) workstream. In addition, for a sample of key

deliverables, we were able to verify the current recorded implementation status as accurate.
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Final Report

Summary

The Service is now focused on delivering a new phase of actions in relation to Homelessness Prevention within the IRP workstream
and establishing the key programme management arrangements (e.g. defined milestones and timelines, measures of success,
risk management). In line with corporate IRP governance expectations, key risks for the overall IRP Housing Improvement
Programme (e.g. the top 5) should be included on monthly IRP highlight reports.

Summary of high priority actions:

Rec | Summary

2 To enable an ongoing assessment of whether work undertaken / completed during phase 2 of the
Homelessness Prevention IRP workstream is adequately delivering, the defined ‘measures of
success’ need to be regularly measured, assessed and reported.

4 In line with corporate IRP governance expectations all key risks for the IRP Housing Improvement
Programme should be regularly reviewed and updated at workstream level; ‘key’ risks to the overall
Programme should be brought through and included on monthly IRP highlight reports, to improve
transparency and context for all stakeholders.

Target Date
By end March
2025

By end March
2025

Audit Reports — December 2024

Final Report

Summary

IRP - Corporate Landlord Programme

Directorate: Place Prosperity &
Sustainability

Objective:  The  Corporate  Landlord
Programme is being adequately developed
and delivered

Recommendations

Assurance Level: Reasonable

Efficiency /
Opportunity

Progress has been made on this IRP Priority Programme, particularly in relation to rationalisation of the CAB estate; there is a
need to strengthen some key operational project management arrangements for the full Corporate Landlord (CL) Programme
moving forward. There is clearly a vision in place for the wider CL programme we were advised that the team are currently
developing detailed delivery plans for undertaking phases 2 and 3 of the Programme. Our recommended actions have been agreed
and the client comments provided indicate that much progress has since been made with developing workstreams with clear
deliverables and working to agreed timeframes.
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Final Report

Summary

Summary of high priority actions:

Rec | Summary Target Date
01 Detailed project plans need to be developed and maintained for each workstream. January 2025
Contracts Register Assurance Level: Limited Recommendations
Total Efficiency /
Directorate: Corporate Services 7m7 Opportunity

Objective: assess the robustness of the
processes in place to develop, maintain and
publish a Contracts Register

Although the Council has a Contracts Register, management within Corporate Procurement Services (CPS) are in the early stages
of developing it, to ensure that its contents are more accurate, and it contains sufficient detail to meet the requirements of current
and future legislation such as the Local Government Transparency Code (LGTC), and the Procurement Act 2023.

The current process for updating the register is manual, and reliant upon service areas completing a request form, which is
processed by CPS on Oracle. CPS are exploring opportunities to automate this process where possible, and to introduce a self-
service approach for directorates. This is still in development but has the potential to make the process more efficient and effective.
Our recommendation has been accepted and target dates set for their implementation.

Summary of high priority actions:

Rec

Summary

Target Date

01

CPS have contacted contract managers across directorates asking them to confirm that the detail held
is accurate and to provide updated detail, if appropriate. CPS should promote and request compliance
with keeping the register up to date, directly with their directorate contact officers.

March 2025

02

The proposed changes to the Procurement and Contract Governance Rules within the Constitution
state that there is no requirement to include details on the Contracts Register for purchases below
£10k. However, this contravenes the LGTC which requires that purchases over £5k should be
published on the Contracts Register. Management should ensure this is amended to reflect the
requirements of the LGTC.

Implemented

03

CPS should comply with the publishing requirements detailed in the LGTC and consider adopting the
additional areas of enhanced publication which are recommended e.g. real-time publication.

March 2025

04

CPS should highlight to the relevant service areas that an MS Form to raise a contract has not been
created for two contracts. CPS should ensure these service areas are made aware of the process
and the importance of compliance.

December
2024

05

CPS should liaise with the relevant service areas to ensure the contract detail on Oracle appropriately
reflects the recent contract extensions

January 2025
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Final Report

Summary

Compliance with People Services Policies
Leavers — Leavers

Directorate: People Services

Objective: That all checks and controls are
taking place to ensure compliance with the
leaver’s procedures and processes

Assurance Level: Limited Recommendations

Efficiency /
Opportunity

4 B B
Our work on leavers has identified issues which leave the council open to risks, if the necessary checks and processes are not
completed on a timely basis salary overpayment can occur (which have materialised), and council equipment and information left
open to potential misuse. The Managers Checklist which was relaunched in April 2023 is not being used on a consistent basis to
ensure all checks are undertaken when a member of staff leaves the council. Although our sample testing did not identify any
issues with the termination date entered in Oracle we are aware that overpayments are occurring due to information not being
entering on a timely basis. Auto Role Provisioning has now gone live which will automatically remove roles when an employee
leaves the council and budget monitoring reports are now available.

Total

Summary of high priority actions:

Rec | Summary Target Date

01 Guidance on the correct date to be entered in the ‘Final Close date’ should be drawn up and | Actioned
communicated to all relevant People Services staff to ensure reoccurrences are prevented.

02 The report requested by Payroll from Version 1 to capture the date fields entered in Payroll Assignment | Actioned —
and Payroll Relationship to ensure no future errors should be implemented as a matter of priority. report
Retrospective checks to identify any further errors should be completed as soon as possible. requested

Progress Review — January 2025

Final - Follow up Report

Summary

Carers _Support Pathway Third Progress
Review

Directorate: Adults Social Care

Objective: Establish the level of progress that
has been made in implementing the agreed
recommendations.

Current Position
Med

Progress has continued to be made in implementing the recommendations. There is an overall strategy that includes the
accountabilities and responsibilities of all partners/agencies and how this comes together to provide a continually improving and
seamless service for carers and monitoring the service provided to, and outcomes for, carers to allow a holistic view for all
partners/agencies to identify what is going well and any gaps in needs for carers support in order that relevant action can be
taken.

Original Recommendations

Management have acknowledged that progress in relation to the social work recommendations has not advanced at the required
pace due to competing demands on the principle social worker role and capacity to collate the evidence required. Management
will be establishing a task and finish group to progress the social work recommendations with a clear action plan detailing the
actions required against each recommendation with responsible officers and implementation dates.
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Final - Follow up Report

Summary

The task and finish group will consist of eclipse lead, colleagues from data and intelligence, commissioning and operation social
work teams all of whom have a key role in progressing the recommendation with oversight by the senior responsible officer /
assistant director.

Follow up Report — February 2025

Final - Follow up Report

Summary

LGSC Ombudsman Homelessness Cases

Directorate: City Housing

Objective: Assess whether the agreed
actions from the original audit report have
been progressed and implemented.

Original Recommendations Current Position

Total Total In progress
Med
9 L 7 | [ 9 |

Progress had been made with the implementation of our recommendations with a standard proforma developed to request
information and updates from services. Action had also been taken to clearly flag Ombudsman related cases to help prevent future
LGSC Ombudsman investigations; and performance monitoring had been enhanced. Further work was required to complete the
Housing Ombudsman Case Tracker. Revised target dates have been set with all actions due to be completed by the end May
2025.

Follow up Report — December 2024

Final - Follow up Report

Summary

Transitions and Preparation for Adulthood
Service

Directorate: Adults Social Care

Objective: Establish the level of progress that
has been made in implementing the agreed
recommendations.

Current Position

Original Recommendations

Total

24
Significant progress has been made with most recommendations being implemented, however there are recommendations where
further progress is required. It is recognised that implementation of our recommendations is part of the ongoing improvement
journey for the TAPS service. Management have set targets for the completion of the remaining actions.
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School Audit Reports

2.7

2.8

2.9

2.10

Whilst the school audit reports finalised between December 2024 and February 2025 identified that there are instances where
good systems and controls are in place schools do need to continue to strengthen compliance to relevant financial frameworks
and guidelines to minimise potential risks. Key areas of weakness identified during our visits include: issues and inaccuracies
with documents that support the financial framework, in particular a lack of clarity of responsibilities and financial limits in
delegation frameworks; Governors and staff failing to properly declare pecuniary interests; discrepancies between completed
Governor pecuniary interest forms and the published register of interests on the website; purchasing, including the required
monitoring of purchase card expenditure, and authorisation of spend before purchases are made.

We remain concerned that the number of school forecasting deficits is increasing. Whilst our audits continue to indicate that
schools monitor expenditure and budgets and are taking action to reduce expenditure in an effort to establish financial stability,
we are continuing to remain concerned over the robustness of plans to minimise deficits and demonstrate how the school will be
able to pay back a deficit. However, we also note that some schools continually forecast deficits that never materialise due to
an overly pessimistic forecast of expenditure. A number of schools continue to receive intensive support through the Local
Authority (LA) to bring about the required change.

Our intensive follow up programme of audit work indicates that implementation progress remains slower than expected to ensure
that the relevant controls and associated processes minimise risk.

Our risk-based planning invariably means the audits are focused on those schools facing greater financial challenges. Including
those schools affected by falling pupil numbers and a high proportion of pupils with SEND which has a negative effect on and
impacts their capability to remain within budget. Where there are significant concerns identified during the audit, including
financial, these are raised with the Local Authority in order that any appropriate support and guidance can be provided.
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3. Other / Advisory work

3.1 In addition to the ongoing audit assurance reviews, other audit work is ongoing to support management. Whilst this work does
not ultimately result in the provision of assurance it is considered key in supporting the organisation. A brief outline of this ongoing
work is provided below:

Negative Journals: Investigation of an Oracle journal related issue that was brought to our attention and agreeing mitigating
controls

Day Centres - Collaborative Support and Advice: Support to the Day Centres Management Team during their review of
financial and operational arrangements, processes, procedures. This included staff working patterns; payment for meals; use
of Comfort Funds; and the review of procedures and templates.

Family Hubs — Lessons Learnt: The Family Hubs and Start for Life Programme is a government programme that aims to
join up and enhance services delivered through Family Hubs to ensure all families can access the support they need. To
assist the Children & Families Directorate and Public Health to continue to move forward with the programme the lessons
learnt from the implementation have been identified.

Grant Certification: We have continued to complete the monthly Troubled Family grant certification verifying that claims are
submitted in line the grant requirements. A review to confirm compliance with the Capital Transitional Grant for Weekly Food
Waste Collections has also been undertaken, additional verification work will be undertaken as part of the 2025/26 planned
work.

Audit Management System: Implementation of the new audit management system is progressing with user acceptance
testing commencing in March. Whilst implementation is a significant undertaking it provides the foundations to support the
sharing of data between the Risk Management and Internal Audit functions, facilitating risk-based auditing and the tracking
and management of corrective actions arising out of internal audit reports. The design of the system will also support
implementation of the new Global Internal Audit Standards and ongoing improvement and recovery work.
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e Redesign / Restructure: Trade Union consultation on the revised structure for Internal Audit is due to commence in March.

2024/25 Audit Plan

The 2024/25 Internal Audit plan was developed in line with the agreed agile methodology and recognised the serious financial
and governance issues faced by the Council together with the significant risk profile arising from the challenging transformation
and savings programme alongside addressing Oracle and Equal Pay issues.

The table below summarises the current position with the completion of the plan. In total 76% of the plan has been delivered to
draft report stage at the end of February. Of the 37 jobs that are currently in progress 10 relate to scheduled school visits and 1
relates to a grant certificate. Work is progressing well with the majority of audits being substantially completed, quality reviews
being undertaken, or exit meeting being held prior to issue of the draft report.

Follow-up Work Audit Reviews Total

Number Number Number
Planning 0 0% 0 0% 0 0%
In progress 6| 17% 31| 26% 37| 24%
Draft Report Issued 9| 25% 9 8% 18| 12%
Final Report Issued 21| 58% 76| 66% 97 | 64%
Total 36 | 100% 116 | 100% 152 | 100%
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Birmingham City Council

Report to Audit Committee
26 March 2025

Title:
Lead Member:

Relevant Overview and Scrutiny
Committee:

Has this report been shared with the
relevant Overview and Scrutiny
Committee Chair?

Report Author:

Authorised by:

Is this a Key Decision?

Reason(s) why not included on the
Forward Plan and confirm who has
authorised it to be considered:

Is this a Late Report?

Reason(s) why Late and confirm who
has authorised it to be considered:

Is this decision eligible for ‘call in?’

If ‘call-in’ has been dis-applied,
please provide reason(s) and confirm
who has authorised:

Wards:

AUDIT COMMITTEE ANNUAL REPORT
2024 - 25

Andrew Hardingham, Audit Committee
Independent Chair

Not Applicable

Not Applicable

Andrew Hardingham, Audit Committee
Independent Chair

Deborah Carter-Hughes, Assistant Director
Legal Services

deborah.carter-hughes@birmingham.gov.uk
No
Forward Plan Reference: Not Applicable

Not Applicable
No
Not Applicable

Not Applicable
Not Applicable

Not Applicable

Does this report contain exempt or confidential No

information?
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3.1

4.1

4.2

4.3

4.4

EXECUTIVE SUMMARY
This report sets out the Audit Committee’s Annual Report for 2024 - 25.

COMMISSIONERS’ REVIEW

Commissioners note the report and its recommendations. Continuing with the
self-assessment and seeking to improve participation, knowledge and
involvement and hence effectiveness is a crucial part of the Improvement journey.

RECOMMENDATIONS
That the Committee:

Note and approve the Audit Committee Annual Report 2024 — 25 as attached at
Appendix A.

KEY INFORMATION

Context

The Chartered Institute of Public Finance Accountancy (CIPFA) guidance, “The
Audit Committee Member in a Local Authority” (October 2022), explains the
purpose of an audit committee, its functions and considerations for
independence, accountability and effectiveness.

Within the guidance, CIPFA recommends that each audit committee should
prepare an annual report that provides assurance to all those charged with
governance that it has fulfilled its purpose and can demonstrate its impact.

The annual report should consider the following:

4.3.1 The extent to which CIPFA Position Statement is followed in terms of:

— the size of the committee.
— structure and composition, including the number of independent members.
— reporting line and independence from other committees.

— its terms of reference include all the core functions of the committee.

4.3.2 Results of the committee’s annual evaluation of its effectiveness and

assurance over key indicators.

4.3.3 How the Committee has fulfilled its terms of reference, and the key issues

escalated to the leadership team or other committees during the year.

4.3.4 Summarise the development work that will support the committee members.

The Audit Committee Annual Report is scheduled to be reported to the April 2025
City Council meeting.
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6.1

6.2

6.3

7.1

7.2

7.3

7.4

7.5

RISK MANAGEMENT

It is recommended best practice for audit committees to produce an annual report
to maintain transparency and accountability, account for its performance, explain
its work and set out the assurance that has been received.

MEMBER ENGAGEMENT

Ward Councillor(s)

Not Applicable

Overview and Scrutiny
Not Applicable

Other
Not Applicable

IMPACT AND IMPLICATIONS

Finance and Best Value

There are no direct financial implications arising from the recommendation in this
report. An effective Audit Committee will help the Council in achieving best value
and good governance. The Audit Committee Annual report is considered a key
output for the Committee and essential in demonstrating how it has fulfilled its
purpose and impact.

Legal

There are no direct legal implications arising from the recommendation in this
report.

Equalities
There are no equality implications from the subject of this report.

Procurement
There are no procurement implications arising from this report.

People Services
There are no staffing implications arising from the recommendation in this report.
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7.6

7.7

7.8

Climate Change, Nature and Net Zero

There are no climate change, nature and net zero carbon implications arising
from the recommendation in this report.

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendation in this report.

Other
There are no other implications arising from the recommendation in this report.

APPENDICES
APPENDIX A — AUDIT COMMITTEE ANNUL REPORT 2024 - 25

BACKGROUND PAPERS

CIPFA - Audit Committees: practical guidance for local authorities and police
(2022)
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Appendix A

Audit Committee Annual Report 2024 - 25

Foreword by the Chair

Audit Committees play an important role in the good governance of an authority.
Best practice guidelines published by the Chartered Institute of Public Finance and
Accountancy (CIPFA) recommend that Audit Committees publish an annual report to
maintain transparency and accountability, account for its performance, explain its
work and set out the assurance that has been received.

This report summarises the work of the Audit Committee for the year commencing
April 2024. The annual report describes the purpose and core functions of the
Council’s Audit Committee and summarises the assurance activities undertaken; this
includes:

e Assurance Statements and Governance
Risk Management
Receiving reports from the Local Government Ombudsman
Internal Audit and Counter Fraud
Financial Reporting, External Audit, Inspection and assurance

The Purpose of the Audit Committee

The Audit Committee is a key component of the Council’s governance framework.

Its purpose is to provide an independent and high-level review and assurance role to
support good governance, risk management, control arrangements and sound public
financial management.

In November 2023 the Committee received a report setting out amendments to the
Terms of Reference (ToR). The ToR ensures the Audit Committee is operating to the
latest best practice and provides reference for both Members and Officers to ensure
appropriate focus of reports for the Committee. The terms of reference were update
on 21 May 2024 to allow for the appointment of an Independent Chair.

The Committee’s purpose is to provide an independent and high-level focus on the
adequacy of governance, risk management and control arrangements. Its role in
ensuring there is sufficient assurance over governance, risk and control provides
greater confidence to all those charged with governance that those arrangements
are effective. The Committee has an important role with respect of both internal and
external audit, together with the financial and governance reports, helping to ensure
there are adequate arrangements in place for both internal challenge and public
accountability. The amended ToR of the Audit Committee are set out for reference in
Appendix 1.

The purpose of the Committee is set out in the ToR under the heading purpose
paragraph 14.1:

“The committee’s purpose is to provide an independent and high-level focus
on the adequacy of governance, risk management and control
arrangements. Its role in ensuring there is sufficient assurance over
governance, risk and control provides greater confidence to all those
charged with governance that those arrangements are effective. The
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committee has oversight of both internal and external audit, together with
the financial and governance reports, helping to ensure there are adequate
arrangements in place for both internal challenge and public accountability’.

In summary the committee’s role is to challenge, assess and gather assurance from
within the council and external agencies, on the level and quality of internal control
and risk management processes in place to ensure that Council objectives are met.

Recommendations

1. That City Council endorse the Annual Audit Committee Report.

2. That the City Council notes the concerns raised by the Committee regarding
internal control, governance and the recommendations made by the External
Auditor and seeks to ensure that the improvements are made.

Introduction

The period since the last annual report to Council continues to be one of the most
difficult faced by the Committee in terms of seeking assurance regarding mitigating
factors to the major risks faced by the Council alongside seeking assurance
regarding good governance practices. However difficult the issues faced, the
Committee has new members appointed at the annual council meeting in May 2024
and has now established a development programme to sit alongside the recently
refreshed terms of refence and the new governance group. A Memorandum of
Understanding has been approved which creates an environment for items to be
referred both to and from the council’s scrutiny functions; to work in a more joined up
way. The Committee is now well placed to move forward into the next period.
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Governance
1. Membership

The Audit Committee is made up of 8 non-executive councillors appointed to reflect
the political balance of the Council. The Chair of the Committee is Andrew

Hardingham (Independent Member), and the Vice Chair is Councillor Paul Tilsley.

The table below sets out attendance details of those who are/have served as

members of the Committee.

24 April
2024

Councillor X

Grindrod
Councillor X
Tilsley
Councillor X
Perks
Councillor X
Hussain
Councillor AB
Shah
Councillor X
Jenkins
Councillor X
Alden
Councillor AB
Kurt-Elli

26 June| 17 July| 18 Sep| 23 Oct
2024~ 2024 2024 2024

10 Dec
2024

29 Jan
2025

5 Mar
2025

26 Mar
2025

Hardingham - X X
Independent
Chair

AP

Councillor X
Tilsley

Councillor X
Clements

Councillor X
Marsham

Xl X| X| X

Councillor AP
Parkin

Councillor AP AB X
Perks

x
x| X| X| X| X X

Councillor X X X
Scott

X[ X| X| X|] X| X

Councillor AP X(0) AP AP
Trickett

X X| X| X| X| X| X

AP

Councillor X X X X
Welch

*Mandatory Training Session
(O) — Online

AP — Apologies given.

AB — Absent
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Attendance has been reasonably consistent throughout the year with the majority of
members attending in person. Online attendance has been facilitated. The
Committee are keen for Council to support the ongoing development of the
Committee recognising that this is not a quick fix but a journey of development.

2. Appointment of Independent Chair

A comprehensive review of the Council’'s Constitution was conducted earlier this year
as part of the Stabilisation Plan to improve the Council’s governance arrangements.
At the annual meeting on 21 May; City Council agreed a number of amendments to
the Constitution recommended by the review, including in relation to the role of the
Audit Committee. City Council agreed that an Independent Person to function as
Chair to the Audit Committee should be appointed on an annual basis and approved
by City Council. The Independent Person appointed to act as the Chair of the
Committee would be a none voting member thus the Chair’s casting vote would not
apply to this role. A recruitment campaign seeking suitably qualified candidates was
run during May and June 2024. An interview Panel comprising of the Leader of the
Council, Clir John Cotton; the Leader of the Opposition Clir Robert Alden; the Leader
of the Liberal Democrats, Clir Roger Harmer; and Commissioners Max Caller and
Chris Tambini met on 24 June and 22 July to interview shortlisted candidates.

The interview Panel agreed unanimously to recommend the appointment of Andrew
Hardingham to City Council for appointment. Andrew Hardingham had served as the
independent advisor to the Audit Committee over the last two years and very
satisfactory references relating to Mr Hardingham’s financial skill and good character
had been received. The appointment was confirmed by City Council on 17
September 2024.

3. Self-Assessment

The Chartered Institute of Public Finance Accountancy (CIPFA) guidance, “The Audit
Committee Member in a Local Authority” (October 2022), explains the purpose of an
audit committee, its functions and considerations for independence, accountability
and effectiveness.

Within the guidance, CIPFA recommends that each audit committee should conduct
an annual review of its effectiveness, the results of which should be reflected in the
Audit Committee’s Annual Report. The Committee agreed to undertake a self-
assessment review that took place from 29 January concluding with a workshop on 5
March 2025 and considered the following:

e An assessment of whether the committee is operating in accordance with the
practices recommended in the guidance and complies with legislation (where
appropriate).

e How the committee has fulfilled its terms of reference, including the core
functions of the committee.

e The operation of the committee, including the support and training provided
and how members have developed their knowledge and experience.

e The committee’s effectiveness in terms of impact on the quality of
governance, risk management and internal control, together with satisfactory
audit arrangements.

e Feedback from those interacting with the Committee.
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The self-assessment questionnaire covered the key principles set out in CIPFA's Audit
Committee Position Statement. Each self-assessment question carried a weighting between 0
and 5 (0 - major improvement required, 5 - no further improvement. The results from the
exercise are summarised below:

Area Maximum possible| Average Score
score across all
respondence
Audit Committee purpose and governance 50 29
Functions of the committee 55 32
Membership and support 45 27
Effectiveness of the committee 50 23
Total 200 111

It must be recognised that this is a relatively inexperienced Committee. Ony two
members have served prior to this year. The self-assessment scoring reflected this
position. In summary the Committee determined that it understood its functions and
purpose but was concerned about its collective lack of knowledge and experience.
In response the Committee has concluded that it needs to allow more time in the
programme to receive relevant and topical training. A refreshed training programme
is being developed. This training programme will be aligned to the core knowledge
framework set out in the CIPFA guidance and will be delivered through a combination of
briefings documents and targeted training events.

The Committee would admit that at times it has struggled to obtain information and
that has led to some frustration feeling it has not been able to fully discharge its
duties. However, there is a recognition that this is now changing. The final area in
the self-assessment concerned the committee’s effectiveness in following up agreed
actions and recommendations. The Committee has agreed to undertake the self-
assessment next year to enable measurement of improvement.

The Committee has endorsed the audit and Scrutiny Memorandum of Understanding
(MoU). The development of the MoU followed the Centre for Governance and
Scrutiny report to Cabinet in December 2023 which recommended that there should
be a strengthening of the working relationship between the Chairs of Scrutiny
Committees and the Chair of the Audit Committee to lead and direct the functions.
The aims are to achieve an effective working relationship through a clear
understanding of respective roles, effective communication and work planning.

Assurance Statements and Governance

The Annual Governance Statement (AGS) should be the cornerstone upon which the
work of the Committee is based. Local authorities are required to prepare an annual
governance statement to publicly report on the extent to which they comply with their
own code of governance.

The process of preparing the AGS should in itself add value to the effectiveness of
the governance and internal control framework. In April 2024 the Committee
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received a report containing the draft AGS’s for both 2020/21 and 2021/22.
However, due to a number of factors, but predominantly the delay in signing off of
the annual statement of accounts for 2020/21 and 2021/22 the Committee was not
able to approve the statements. The Committee asked for a number of additional
governance points to be included in the statements.

The delay to the signing of accounts (see below) and the consequent delay in
preparation and approval of the AGS is recognised as a governance failure and is
therefore an issue the Committee is seeking to remedy.

In the annual report of this Committee’s work presented last year it was reported that
the Committee had received a report setting out the recommended approach to
updating the AGS, including the internal audit plan methodology. This methodology
recognised that the Audit Committee had not had opportunity to review an AGS, and
consequently the local Code of Corporate Governance and its effectiveness, since
28th September 2022. The Committee reaffirms its position that the next AGS needs
to include the significant governance issues identified in the independent
Governance Review conducted by the Centre for Governance and Scrutiny during
2023 and the successful delivery of the Stabilisation Plan recommend by the
Governance Review. It also needs to include the issues that led to the appointment
of Commissioners, the publication of the statutory S114 and Section 5 Notices and
the External Audit Statutory Recommendations. The AGS will also include output
from the internal audit function, usually in the form of the Head of Internal Audit’s
annual opinion report, which will be informed by a risk-based internal audit plan.

It was previously proposed to separate the preparation of the AGS from the
preparation of the annual statement of accounts to ensure that the AGS becomes the
foundation of the Committees work and drives the agenda going forward. Itis
disappointing to report that no progress has been made on these matters in this
reporting period.

Risk Management

The Committee’s key risk management role is to provide assurance on the adequacy
of the Council’s Risk Management Framework (RMF) and the associated control
environment by reviewing the mechanisms for assessing and managing risk. The
Committee has received a report on the RMF in December 2024.

Under the Audit Committee Terms of Reference, there is a clear remit for the
Committee to have oversight of both the overarching Risk Management system and
systems to manage risks within directorates/service areas, but also those services
that look to provide assurance over the mitigation strategies, actions and controls in
place to manage those risks, e.g. Internal Audit.

The Committee received a report on the RMF in December 2024. The report
highlighted the transition from Traditional Risk Management (TRM) to Enterprise
Risk Management (ERM), emphasising the holistic approach of ERM. The
Committee were advised that significant progress had been made including the
creation of a new Risk Management Policy & Strategy, the permanent establishment
of a Risk Management Team, and the procurement of a new Risk Management
Platform. The Committee were advised that a focus of activity has been on building
risk management capability, gathering and re-articulating existing risk data
consistently, and improving ownership and accountability for managing the Council’s
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risks. The Committee is however awaiting a report setting out the Council’s updated
Risk Register. This lack of exposure to key corporate risks and the ability to take
assurance that there is a risk mitigation plan remains a concern to the Committee.
The Committee are awaiting further information regarding training.

The Committee has been frustrated in its attempts to have oversight of and therefore
an understanding of the corporate risk register.

Local Government and Social Care Ombudsman and the Housing Ombudsman

In line with the original terms of reference the Audit Committee receive reports from
the Ombudsman and monitor management responses. Complaints should be used
to highlight areas where controls may be failing and therefore used to influence
service improvement. The Ombudsman Annual Report was received in October
2024. Alarge part of the debate centred on the fact that the response to the issues
raised with the council was missing. The Committee noted the acceptance of the
Ombudsman’s recommendations and asked for a report back on actions to improve
internal controls thereby reducing complaints.

Internal Audit and Counter Fraud

One of the Committee’s key roles is to review and monitor the work of Internal Audit.
The Public Sector Internal Audit Standards (PSIAS) set out the requirements for
internal audit. The Accounts and audit regulations 2015 state that local authorities
must undertake an effective internal audit to evaluate the effectiveness of its risk
management, control and governance processes, taking into account public sector
internal auditing standards or guidance.

In April 2024 the committee received the Internal Audit Plan and Charter for 2024/25.
The plan was developed in line with the previously agreed risk methodology and
considered the serious financial and governance issues faced by the Council. The
Committee noted that in developing and maintaining the Internal Audit plan the work
to rebuild risk management will be key and will lead to a greater visibility and a more
in-depth understanding of risks. The Audit Charter is an important document that
defines Internal Audit’s purpose, authority, and responsibility.

In July 2024 the Head of Internal Audit presented the annual report. The report
informed the committee that the Principal Group Auditor could give “No Assurance”
that sound internal systems and controls was operating consistently during the
period concerned. The significant issues were being addressed through BCC’s
improvement and Recovery Plan. The Commissioners expressed their concern to
the Committee.

During the reporting period the Committee received regular reports providing
updates on the progress of delivering the Audit Plan. The Committee were grateful
for the regular reporting but at times found that the reports lacked substance. The
Audit Plan for the second half of the year was approved in September 2024. The
Committee were also concerned regarding the reporting back in terms of the
implementation (or not) of agreed actions arising from the recommendations.
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With respect to counter fraud the Committee received the annual report in
September 2024. The Committee noted the Commissioners comments with respect
to effective use of data matching facilities to reduce and eliminate fraud.

Between the 1 April 2024 and 31 January 2025 Internal Audit issued 95 final audit
reports (47 assurance Reports, 28 school visit reports, and 20 follow-up reports).
From the 47 assurance reports issued 23 where assigned a limited assurance
meaning that improvements to the control framework were required. Across these
reports Internal Audit made 108 high priority recommendations seeking to secure the
requirement improvements. During the period the Committee have requested a
change to the reporting process to unsure that it has clear visibility of these high
priority recommendations and can support Internal Audit in ensuring that the
necessary action is taken. The Committee has also monitored the follow-up work
undertaken by Internal Audit to confirm that progress is being made to secure the
necessary improvements.

The Committee welcomed the independent assurance over the Council’s
Improvement and Recovery Programme and Projects, together with the assurance
over the improvements made to strengthen security surrounding the Enterprise
Resource Planning (ERP) System provided by Internal Audit. However, it does
remain concerned over the issues Internal Audit have raised over the robustness of
income collection controls and the completion of routine reconciliations. The
Committee also had concerns around Internal Audit findings relating to Disabled
Facilities Grant. The operational issues identified were referred to the Health and
Adult Social Care Overview and Scrutiny Committee in line with the recently
approved Memorandum of Understanding for Overview and Scrutiny Committees
and Audit Committee. The Committee will continue to monitor these areas.

Financial Reporting, External Audit, Inspection and assurance

This area of work covers external providers of assurance including external audit,
which is the key external provider of assurance for financial stewardship and
accountability. The committee has a duty to scrutinise the Councils financial and
non-financial performance, to the extent that it affects the council’s exposure to risk
and the control environment and to oversee the financial reporting process.

During the year the Committee received reports, written and verbal from the Councils
external auditors (Grant Thornton), detailing their work plans and progress they have
made. These issues being debated by the Committee with significant rigour.

In September the Committee had an extensive debate following the auditors
progress report. Issues pertaining to Equal pay, the Perry Barr residential
development, the General Fund and Housing Revenue Account (HRA), the ERP
system and financial sustainability were discussed.

The Committee were also informed about the Government’s backstop dates for
issuing opinions in relation to the Statement of Accounts. It was noted that the
earliest Birmingham City Council was likely to get an unqualified or non-disclaimed
opinion was for the 2028/29 Accounts.

In July 2024 the Committee received a report from the S151 Officer providing an
update on the Auditors twelve statutory recommendations. The Committee were
reminded that delivery against these recommendations is crucial for financial

sustainability and effective governance for Birmingham City Council. The issues
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raised within the External Auditor’s report are significant enough to have caused
them to use their statutory powers. The Committee noted that addressing these
recommendations will re-affirm a basis for sound financial management and effective
governance within the Council.

In January 2025 Grant Thornton issued their annual reports for the years 2020/21,
2021/22, 2022/23 and 2023/24. The reports highlighted the Auditors conclusions that
there are significant weaknesses in relation to financial sustainability, governance
and improving economy, efficiency and effectiveness. The Auditors drew attention to
the council’s financial position being the result of a number of complex matters: the
equal pay liability, inadequate budget setting, assumptions and delivery, poor service
management, demand led pressures, procurement and programme management
and the failure to implement the ERP system resulting in the loss of financial control.
However, Grant Thornton did report that they were satisfied that steps were being
taken to address the severe financial position of the Council.

Members expressed their concern as the report represented a damning indictment of
the Council in relation to equal pay (alleged liability), Enterprise Resource Planning
(ERP), budget setting assumptions and delivery, service performance and demand
led pressures and contract, procurement and programme management. In response
to the 8 key recommendations based on culture, risk management, internal audit,
performance management, performance reporting system, SEND and city operations
The Committee agreed to receive management report with a response to each
recommendation issued by the External Auditors.

Issues concerning equal pay and ERP were included in last year’s report. To date
these remain outstanding. In January 2025 the Audit Committee received an update
regarding the Equal Pay claims. The Committee welcomed the update recognising
the role it must play in reviewing the proposed governance arrangements in relation
to delivering the litigation and mitigation strategies and ensuing that proper provision
is made in the Council’s Statement of Accounts in relation to the last 4 years. The
Committee considered these issues in private session ultimately agreeing to note
that the litigation and mitigation strategies form part of the wider equal pay
programme, designed to bring an end to the Council’s equal pay. It was also noted
that the Audit Committee will be provided with regular updates on the delivery of the
litigation and mitigation strategies. These updates will cover progress, scope, critical
dates, risks, and issues thereby enabling the Committee to report as appropriate to
those charged with governance on proper accountability. The Committee also noted
that the Council will need to prepare detailed accounting papers to determine its
treatment and calculation of the settlement and mitigation strategies and any residual
risk before finalising the liabilities and disclosures in the Statement of Accounts.

Until these figures are finalised the Committee is unable to approve the outstanding
accounts. The Committee also noted the commissioners’ comments regarding the
need to seek a further £250m of asset sales to mitigate the potential liability.

Oracle Enterprise Resource Planning System (ERP) - A Report in the Public
Interest

In March 2025 Grant Thornton presented their Value for money report in relation to
the implementation of the Oracle Enterprise Resource Planning System (ERP) - A
Report in the Public Interest. The issues reported concern the governance of the
Council’s implementation and the plans and further investment required for the
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programme’s completion. The Committee welcomed the opportunity to consider the
report before the Extraordinary Council meeting on 11 March 2025. The committee
has for some time been probing for answers concerning the failure and seeking
assurance that adequate controls were in place. The report sets out in detail the
range of Council failures. As a consequence, this Committee is unable to provide
any assurance to the Council that there are sound internal controls in place and that
the financial position is fully understood and reconciled. The Committee noted the
lessons learned in relation to governance and oversight, programme management,
solution design, business change and culture ensuring the culture is one of
openness, mutual support and transparency.

Financial Sustainability Report

This report set out the Auditors findings in relation to the Council’s arrangements
underpinning its revenue budget and planning assumptions and assurance for
2022/23 and 2023/24. The report sets out in considerable detail issues relating to
the revenue budget, medium term financial planning, capital expenditure and
borrowing, the council’s reserves, Section 25 reports, equal pay liabilities and the
implementation of the ERP solution. In considering the report the Committee noted
the Commissioners comments. It was accepted that the report was “essentially a
backward look and whilst there have been recent improvements in some aspects of
financial management and budget setting there remains a huge amount of work to
do. The Council needs to increase the pace improvements are made. It is also
worth reflecting that the finance improvement journey depends on the whole council,
and not only finance professionals, and covers both technical and cultural aspects”.

Much of the report is redacted due to the current stage of the Equal Pay
negotiations, however, the report covers a much wider range of issues which when
considered in the whole highlight the perilous state of the Councils finances. The
Committee further noted the recommendations and urged that these together with
the previously issued Statutory recommendations be pulled together in one plan and
that progress against the implementation of the actions be monitored and reported
providing members with assurance of delivery.

The Committee reflected on the Commissioners comments urging the council to
address the matters raised “The Auditors note in this report that they have observed
reluctance by some officers to participate or comply with the Council processes and
disciplines. Commissioners have observed this also, particularly in supporting the
S151 Officer from the issue of the S114 notice and beyond. This is both a cultural
and a disciplinary issue and needs to be part of the governance strand of the
Improvement and Recovery Plan”.

Conclusion

The Committee believes its key achievements during the year were having an
ongoing role in the monitoring of the internal audit programme, helping to raise the
profile of internal control issues across the council, and of the need to ensure that
audit recommendations are implemented. Undertaking regular consideration and
review of reports from the Council’s external auditors. Providing detailed challenge
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into the governance and reporting of the equal pay liability and maintaining a focus
on the actions being taken to combat fraud

On the downside the Audit Committee recognises and is concerned about the
limitations identified in the internal control framework and the impact on value for
money as evidenced in the Public Interest Report. The Committee has been
disappointed by the lack of progress regarding the finalisation of the statutory
accounts, the inadequate risk register and reporting of risk, the Council’s Strategic
and Improvement Plan. At the present time the Audit Committee, whilst recognising
that progress has been made, is unable to provide reasonable assurance, founded
on those reports, explanations and assurances received, that the Council has in
place adequate and effective governance, risk management and internal control
systems. The committee will continue to seek assurance and will continue to
monitor the delivery of key programmes including the implementation of ERP, the
settlement of equal pay liabilities and the overriding Improvement Programme.
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Appendix 1

Audit committee Terms of Reference

B14. AUDIT COMMITTEE
14.1 Purpose

The committee’s purpose is to provide an independent and high-level focus on the
adequacy of governance, risk management and control arrangements. Its role in
ensuring there is sufficient assurance over governance, risk and control provides
greater confidence to all those charged with governance that those arrangements
are effective.

The committee has oversight of both internal and external audit, together with the
financial and governance reports, helping to ensure there are adequate
arrangements in place for both internal challenge and public accountability.

14.2 Governance, risk and control

i. To review the council’s corporate governance arrangements against the good
governance framework, including the ethical framework, and consider the local
code of governance.

ii. To review the ethics and culture of the Council to ensure appropriate behaviours
and values operate and enable openness and transparency.

iii. To monitor the effective development and operation of risk management in the
council.

iv. To monitor progress in addressing risk-related issues reported to the committee.

v. To consider reports on the effectiveness of internal controls and monitor the
implementation of agreed actions.

vi. To consider reports on the effectiveness of financial management arrangements,
including compliance with Chartered Institute of Public Finance and
Accountancy’s (CIPFA) Financial Management Code.

vii. To consider the council’'s arrangements to secure value for money and review
assurances and assessments on the effectiveness of these arrangements,
including review of the external audit, internal audit and other assurance
providers’ work relating to value for money.

viii. To review the assessment of fraud risks and potential harm to the council from
fraud and corruption.

ix. To monitor the counter fraud strategy, actions and resources including the use of
benchmarking and other analytics to inform this review.

x. To review the governance and assurance arrangements for significant
partnerships or collaborations.

14.3 Financial and governance reporting
Governance reporting:

i. Toreview the Annual Governance Statement (AGS) prior to approval and
consider whether it properly reflects the risk environment and supporting
assurances, including the head of internal audit’s annual opinion.
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iv.

To consider whether the annual evaluation for the AGS fairly concludes that
governance arrangements are fit for purpose, supporting the achievement of the
authority’s objectives.

That the Corporate Governance Group supports the Audit Committee in the
review of the AGS to help ensure the effectiveness review of the Local Code of
Corporate Governance remains a living and continually developing activity.

That a schedule of works for the Audit Committee includes a clear timeline for
the production, consideration and monitoring of the AGS.

Financial reporting:

To monitor the arrangements and preparations for financial reporting to ensure
that statutory requirements and professional standards can be met.

To review the annual statement of accounts. Specifically, to consider whether
appropriate accounting policies have been followed and whether there are
concerns arising from the financial statements or from the audit that need to be
brought to the attention of the council.

To consider the external auditor’s report to those charged with governance on
issues arising from the audit of the accounts.

14.4 Arrangements for audit and assurance:

To consider the council’s framework of assurance and ensure that it adequately
addresses the risks and priorities of the council.

External Audit:

Vi.

Vil.

To support the independence of external audit through consideration of the
external auditor’s annual assessment of its independence and review of any
issues raised by Public Sector Audit Appointments (PSAA) or the authority’s
auditor panel as appropriate.

To consider the external auditor’s annual letter, relevant reports and the report to
those charged with governance.

To consider specific reports as agreed with the external auditor.

To comment on the scope and depth of external audit work and to ensure it gives
value for money.

To consider additional commissions of work from external audit.

To advise and recommend on the effectiveness of relationships between external
and internal audit and other inspection agencies or relevant bodies.

To provide free and unfettered access to the audit committee chair for the
auditors, including the opportunity for a private meeting with the committee.

Internal Audit

To approve the internal audit charter.

To review proposals made in relation to the appointment of external providers of
internal audit services and to make recommendations.

To approve the risk-based internal audit plan, including internal audit’s resource
requirements, the approach to using other sources of assurance and any work
required to place reliance upon those other sources.
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iv. To approve significant interim changes to the risk-based internal audit plan and
resource requirements.

v. To make appropriate enquiries of both management and the head of internal
audit to determine if there are any inappropriate scope or resource limitations.

vi. To consider any impairments to the independence or objectivity of the head of
internal audit arising from additional roles or responsibilities outside of internal
auditing and to approve and periodically review safeguards to limit such
impairments.

vii. To consider reports from the head of internal audit on internal audit’s
performance during the year, including the performance of external providers of
internal audit services. These will include:

a. updates on the work of internal audit, including key findings, issues of
concern and action in hand as a result of internal audit work

b. regular reports on the results of the Quality Assurance and Improvement
Programme (QAIP)

c. reports on instances where the internal audit function does not conform to
the Public Sector Internal Audit Standards (PSIAS) and Local Government
Application Note (LGAN), considering whether the non-conformance is
significant enough that it must be included in the Annual Governance
Statement.

viii. To consider the head of internal audit’s annual report, including:

d. the statement of the level of conformance with the PSIAS and LGAN and
the results of the QAIP that support the statement (these will indicate the
reliability of the conclusions of internal audit)

e. the opinion on the overall adequacy and effectiveness of the council’s
framework of governance, risk management and control, together with the
summary of the work supporting the opinion (these will assist the
committee in reviewing the AGS).

ix. To consider summaries of specific internal audit reports as requested.

x. To receive reports outlining the action taken where the head of internal audit has
concluded that management has accepted a level of risk that may be
unacceptable to the authority or there are concerns about progress with the
implementation of agreed actions.

xi. To contribute to the QAIP and in particular to the external quality assessment of
internal audit that takes place at least once every five years.

xii. To consider a report on the effectiveness of internal audit to support the AGS
where required to do so by the accounts and audit regulations.

xiii. To provide free and unfettered access to the audit committee chair for the head
of internal audit, including the opportunity for a private meeting with the

committee.
Page 14
Audit cttee annual report April 24 to mar 25 v-0.1.docx
Page 40 of 108

OFFICIAL



14.5 Accountability arrangements

iv.

To report to those charged with governance on the committee’s findings,
conclusions and recommendations concerning the adequacy and effectiveness
of their governance, risk management and internal control frameworks, financial
reporting arrangements and internal and external audit functions.

The Chair of the Audit Committee to have the ability to place an item, attend and
speak to it if there are significant issues arising that needs Cabinet and City
Council to give specific attention to the issue.

To report to full council on a regular basis on the committee’s performance in
relation to the terms of reference and the effectiveness of the committee in
meeting its purpose.

To publish an annual report on the work of the committee, including a conclusion
on the compliance with the CIPFA Position Statement 2022 (See below).

14.6 Membership

Members of the Audit Committee, and its Independent Chair, are appointed by
Full Council. There are eight elected members of the committee, and the quorum
is three elected members.

The Chair of Audit Committee who shall be an Independent Person appointed
specifically for this role, should not be appointed to serve as a director on any of
the City Council’s wholly owned companies.

An Independent Technical Advisor (ITA) should be appointed to support the
Committee. The ITA would be appointed via a skills-based route and having
identified where any skills gaps in Audit Committee were identified.

An Independent Person to act as Chair to the Audit Committee should be
appointed on an annual basis and approved by Council.

The Independent Person appointed to act as the Chair of the committee is not a
voting member thus the Chair’s casting vote does not apply to this role.

14.7 Conflicts of interest

If a Cabinet Member or Cabinet Adviser (or former Cabinet Member or Cabinet
Adviser) is a member of the Audit Committee when it is considering matters to
which their role relates, then that Councillor must withdraw from the meeting
during the consideration of such matter.

If the Audit Committee is considering items relating to the work of a relative of a
member of the Committee, then that Councillor must withdraw from the meeting
during the consideration of such matter.

14.8 Review of these Terms of Reference

These Terms of Reference are to be reviewed annually to ensure they remain
appropriate, reflect best practice and align to relevant standards and regulations.
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Appendix 2
Work programme

Items of Business Considered:
24t April 24:

e Internal Audit Update: January — February 2024
e External Audit Update
¢ Finance Update
e Internal Audit Plan and Internal Audit Charter 2024/25
e Annual Governance Statements 2020-21 & 2021-22
26" June 2024:
Mandatory Training Session.
171 July 24:
e Internal Audit Annual Report and Opinion 2023-24
e Internal Audit Update: (March — May 2024) Including Work Plan
e Update on Statutory Recommendations
e Audit Committee Work Programme and Training Schedule 2024-25
e External Audit Update

18t September 24:

Internal Audit Update: June and July 2024
Annual Counter Fraud Report 2023/24
External Audit Progress Report

External Auditors Audit Plan 2022/23
External Auditors Audit Plan 2023/24

23 October 24:

¢ Internal Audit Update: August 2024

e Adoption of Accounting Policy

e Local Government and Social Care Ombudsman Annual Review Letter
2023/24

¢ Revised Work Programme

10th December 24:

Internal Audit Update: September and October 2024

Update on Statement of Accounts 2020/21, 2021/22 and 2022/23

Risk Management Update

Overview of the Savings Governance Process

Update to Statutory Recommendations from External Auditors Grant Thornton

29" January 25:

Memorandum of Understanding

Update on Equal Pay Strategy

Annual Auditors Report 2021/22 — 2023/24

Annual Auditors Report 2020/21

Internal Audit Update: November 2021

Treasury Management Strategy and Risk Management
Annual Audit Committee Self-Assessment
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5% March 25:

Final Memorandum of Understanding

Grant Thornton Financial Sustainability

ERP Implementation

Update on Statement of Accounts 2020/21, 2021/22, 2022/23 and 2023/24
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Birmingham City Council
Report to Audit Committee
26 March 2025

Title:

Lead Cabinet Portfolio:

Relevant Overview and Scrutiny
Committee:

Report Author:

Authorised by:

Is this a Key Decision?

Reason(s) why not included on the
Forward Plan and confirm who has
authorised it to be considered:

Is this a Late Report?

Reason(s) why Late and confirm who
has authorised it to be considered:
Is this decision eligible for ‘call in?’

If ‘call-in’ has been dis-applied,
please provide reason(s) and confirm
who has authorised:

Wards: All Wards

Does this report contain exempt or confidential

information?

ADOPTION OF ACCOUNTING POLICES
FOR 2024/25

Councillor Karen McCarthy, Cabinet
Member for Finance

Corporate and Finance Overview

Mohammed Sajid, Assistant Director
Financial Strategy & s151 Officer

Finance Directorate
Mohammed.Sajid@birmingham.gov.uk

Carol Culley, Executive Director of Finance
(s151 Officer)

Finance Directorate
No

Not Applicable

No
Not Applicable.

No
Not Applicable

No
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3.1

3.2

4.1

4.2

4.3

EXECUTIVE SUMMARY

To seek Members’ approval to the adoption of Accounting Policies for the
completion of the Council’'s Accounts for the financial year 2024/25

To notify Members of the changes in accounting standards that will impact on the
Council’s Accounts in future years.

COMMISSIONERS’ REVIEW
Commissioners support the recommendations.

RECOMMENDATIONS
That the Committee:

Considers and adopts the Accounting Policies for the determination of the
Council’'s Accounts for the financial year 2024/25.

Delegates ability to make changes to the 2024/25 Accounting Policies as required
during the production of the Statement of Accounts and to report these when the
Statement of Accounts are presented to the Committee.

KEY INFORMATION
Context
Background/chronology of key events

Proposal and Reasons for Recommendations

The Council is required to prepare its accounts with regard to: a) Relevant
accounting standards; and b) The Code of Practice on Local Authority Accounting
in the United Kingdom published by the Chartered Institute of Public Finance
Accountancy (the Code), which is updated annually.

Whilst Accounting Standards provide the framework for the preparation of
accounts, they are subject to interpretation and judgement, for example, the
period over which non-current assets are depreciated. The Council’s accounting
policies set out the Council’s interpretation of the application of relevant
Accounting Standards and form a consistent basis for recording activities.

In developing the accounting policies for the Council, the template provided in the
CIPFA Code guidance 2024/25 has been used as a base position except where
amendments to reflect local circumstances or to enhance the policies is more
appropriate. The policies where there are some changes to the Guidance Model
are as follows:

a) Note xxvii — Accounting for Schools — additional clarification has been
added to set out the Council’s approach to accounting for land and
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4.4

4.5

4.6

building assets associated with Voluntary Aided, Voluntary Controlled
and Foundation Schools.

b) Note iv — Cash and Cash Equivalents — the Council policy is to
recognise cash and cash equivalents as those assets where the asset
can be used or recovered immediately for use. All other deposits are
accounted for as investments. This varies from the CIPFA guidance
which describes cash equivalents as those investments that are highly
liquid investments that mature in a period of no more than three months.

c) Note xxiiv - Provisions, Contingent Liabilities and Contingent Assets —
sections have been added to cover the accounting arrangements for
equal pay and onerous contracts given the significance of these
disclosures to the Council. The paragraph for equal pay provisions has
also been updated to reflect the change in legislation and ‘minded to’
Exceptional Financial Support.

d) Note vi. Council Tax and Business Rates — additional clarification has
been added.

The proposed Accounting Policies for consideration by Members are set out in
Appendix 1 to this report. When the financial statements are produced, only those
accounting policies that have an impact on the financial statements for the years
under consideration will be included in the final document.

The major change this year relates to the adoption of the new Lease accounting
requirements, which are described in paragraph xx of the attached Accounting
Policies.

The only other alteration that may be made to them will be any possible
streamlining, or simplification deemed possible upon review through the accounts
production process. No changes will be made that materially affect the Council’s
accounting policy without noting to the Audit committee for approval.

Infrastructure Assets Issue

4.7

4.8

4.9

CIPFA/LASAAC issued an Update to the Code and Specifications for Future
Codes for Infrastructure Assets which includes from 1 April 2021 to 31 March
2025 a temporary relief not to report gross cost and accumulated depreciation for
infrastructure assets.

Local authorities have generally adopted the network model for measuring
depreciated historical cost. A typical model will operate by adding new
expenditure to the brought forward balance and by deducting depreciation.
Replaced parts are generally assumed to have been fully depreciated and their
derecognition requires no adjustment to the carrying (or net) amount.

Paragraph 4.1.2.51 of the Code is (and has been) generally applied in such a
way that the carrying amount of a replaced or restored part of the asset is
derecognised at a zero amount where expenditure has taken place to renew or
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4.10

411

replace any part of an infrastructure asset. This fits the economic model because
local authorities have not had sufficient resources to do anything other than
undertake replacement or renewal expenditure when parts of infrastructure
assets are worn out.

Statutory provisions have been issued which will allow local authorities to follow
an accounting treatment which supports the assumption that derecognition of the
carrying amount is zero though they also allow authorities to follow paragraph
4.1.2.51. The Council has elected to make use of the statutory provisions
deeming the carrying amount of derecognised assets to be zero.

Additional Accounting Policies have been included to make clear the Council’s
accounting for infrastructure assets.

Accounting Implications

4.12

4.13

7.1

7.2

7.3

8.1

The potential implications for future years’ accounts because of the
implementation of the new accounting standards will be reported to Members as
the standards are published and additional information becomes available.

Other Options Considered
Not Applicable

RISK MANAGEMENT
None

CONSULTATION
None

MEMBER ENGAGEMENT

Ward Councillor(s)
None

Overview and Scrutiny
None

Other
None

IMPACT AND IMPLICATIONS

Finance and Best Value
There are no financial implications in this report.
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8.2

8.3

8.4

8.5

8.6

8.7

8.8

8.9

10
10.1

Legal

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 (Sl 2015 No 234, amended by S| 2021 No 263) or ‘the 2015
Regulations’.

Sections 3(3) and 3(4) of the Local Audit and Accountability Act 2014 require the
Council to prepare financial accounts for each 12 month period ending 31 March.

Equalities

There are no impact on the Council’'s Equality duty.

Procurement
There is no impact on the Council’s Procurement in this report

People Services
There is no impact on People Services in this report

Climate Change, Nature and Net Zero
There is no impact on Climate Change, Nature and Net Zero in this report

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendation in this report.

Other
There are no other implications arising from the recommendations in this report.

APPENDICES
Appendix 1 — Accounting Policies 2024/25 with tracked changes

BACKGROUND PAPERS
None
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Birmingham City Council Draft Accounts for the Year Ended 31 March 2025

Appendix A: Changes from previous year’s approved Accounting Policies are marked
for ease of reference.

Accounting Policies

i. General Principles

The Statement of Accounts summarises the Council’s transactions for the 2024/25 financial
year and its position at the year-end of 31 March 2025. The Accounts and Audit Regulations
2015 require the Council to prepare an annual statement of accounts in accordance with
proper accounting practices. These practices under Section 21 of the 2003 Act primarily
comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2022/23
(the Code) supported by International Financial Reporting Standards (IFRS) and statutory
guidance issued under Section 12 of the 2003 Act.

The accounting convention adopted in the statement of accounts is principally historical cost,
modified by the revaluation of certain categorised non-current assets and financial
instruments. Historical cost is deemed to be the carrying amount of an asset as at 1 April
2007 (that is, brought forward from 31 March 2007) or at the date of acquisition, whichever
date is the later, and if applicable is adjusted for subsequent depreciation or impairment.

ii. Accruals of Income and Expenditure

Service activity is accounted for in the year it takes place, not simply when cash payments
are made or received. In particular:

¢ Revenue from the provision of services or goods is recognised when the Council can
reliably measure 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;

e Revenue from the sale of goods or provision of services satisfied over time is
recognised if the Council can reasonably measure its progress towards complete
satisfaction of the performance obligation;

e Supplies are recorded as expenditure when they are consumed — where there is a
gap between the date supplies are received and their consumption, they are carried
as inventories on the Balance Sheet, for example, fuel and transport parts;

e Expenses in relation to services received (including services provided by employees)
are recorded as expenditure when the services are received rather than when
payments are made;

¢ Interest receivable on investments and payable on borrowings is accounted for
respectively as income and expenditure based on the effective interest rate for the
relevant financial instrument rather than the cash flows fixed or determined by the
contract;

e When income 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 debts may not be settled, the balance of debtors is written
down and a charge made to revenue for the income that might not be collected.
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Birmingham City Council Draft Accounts for the Year Ended 31 March 2025

iv. Cash and Cash Equivalents

Cash and Cash Equivalents are represented by cash in hand and deposits with financial
institutions, which must be repayable immediately without penalty on notice of not more than
24 hours. Any deposits with financial institutions that may be repaid after the immediate day
are considered to be investments, not cash equivalents.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts
that are repayable on demand, where there are pooling arrangements across the accounts
with the same institution and form an integral part of the Council’s cash management.

v. 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 error. 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 reliable or relevant information about the effect of transactions,
or events and conditions, on the Council’s financial position or financial performance. Where
a change is made, it is applied retrospectively (unless stated otherwise) by adjusting opening
balances and comparative amounts for the prior period as if the new policy had always been
applied.

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

vi. Charges to Revenue for Non-Current Assets

Directorates and trading accounts are debited with the following amounts to record the cost
of holding non-current assets during the year. This comprises:

e Depreciation attributable to the assets used by the relevant service;

¢ Revaluation and impairment losses on assets used by the service where there are no
accumulated gains in the Revaluation Reserve against which the losses can be
written off;

e Amortisation of intangible non-current assets attributable to the service.

The Council is not required to raise Council Tax to fund depreciation, revaluation and
impairment losses or amortisation. However, it is required to make an annual contribution
from revenue towards the reduction in its overall borrowing requirement equal to an amount
calculated on a prudent basis determined by the Council in accordance with statutory
guidance. An adjustment is, therefore, made to remove depreciation, amortisation and
revaluation and impairment losses from the General Fund and Housing Revenue Account
through Note 16, Adjustments Between Accounting Basis and Funding Basis under
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Birmingham City Council Draft Accounts for the Year Ended 31 March 2025

Regulations, and the Movement in Reserves Statement and to replace them by the statutory
contribution from the General Fund to the Capital Adjustment Account.

vii. Council Tax and Business Rates

Billing authorities are required by statute to maintain a separate fund (the Collection Fund)
for the collection and distribution of amounts due in respect of Council Tax and Business
Rates. The Collection Fund's key features relevant to the accounting for Council Tax and
Business Rates in the core financial statements are:

e In its capacity as a Billing Authority the Council acts as an agent, collecting and
distributing Council Tax on behalf of the major preceptors and as principal for itself;

¢ While the Council Tax and Business Rates income for the year credited to the
Collection Fund is the accrued income for the year, regulations determine when it
should be released from the Collection Fund and transferred to the Council’s General
Fund, or paid out from the Collection Fund to the major preceptors. The amount
credited to the General Fund under statute is the Council’s demand on the Fund for
that year, plus/(less) the Council's share of any surplus/(deficit) on the Collection
Fund for the previous year. This amount may be more or less than the accrued
income for the year in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2023/24.

Comprehensive Income and Expenditure Statement

The Council Tax and Business Rates income included in the Comprehensive Income and
Expenditure Statement is the Council’s share of accrued income for the year. The difference
between the income included in the Comprehensive Income and Expenditure Statement and
the amount required by regulation to be credited to the General Fund is taken to the
Collection Fund Adjustment Account and included as a reconciling item in the Movement in
Reserves Statement. In addition, that part of Business Rates retained as the cost of
collection allowance under regulation is treated as the Council’s income and appears in the
Comprehensive and Income Expenditure Statement as are any costs added to Business
Rates in respect of recovery action.

Balance Sheet

Since the collection of Council Tax and Business Rates are in substance agency
arrangements, any year end balances relating to arrears, impairment allowances for doubtful
debts, overpayment and prepayments are apportioned between the major preceptors and
the Council by the creation of a debtor/creditor relationship. Similarly, the cash collected by
the Council belongs proportionately to itself and the major preceptors. There will, therefore,
be a debtor/creditor position between the Council and the major preceptors since the cash
paid to the latter in the year will not be equal to their share of the total cash collected. If the
net cash paid to the major preceptors in the year is more than their proportionate share of
the cash collected the Council will recognise a debit adjustment for the amount overpaid.
Conversely, if the cash paid to the major preceptors in the year is less than their
proportionate share of the amount collected then the Council will recognise a credit
adjustment for the amount underpaid.

Cash Flow Statement
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The Council’'s Cash Flow Statement includes in ‘Operating Activities’ cash flows only its own
share of the Council Tax and Business Rates collected during the year, and the amount
included for precepts paid excludes amounts paid to the major preceptors. In addition, that
part of Business Rates retained as the cost of collection allowance under regulation appears
in the Council’'s Cash Flow Statement. The difference between the major preceptors’ share
of the cash collected and that paid to them as precepts and settlement of the previous year’s
surplus or deficit on the Collection Fund, is included as a net increase/decrease in cash and
cash equivalents.

viii. Employee Benefits
Benefits Payable During Employment

Short Term Benefits

Short term employee benefits are those due to be settled within 12 months of the year-end.
They include benefits such as wages and salaries, paid annual leave and paid sick leave,
bonuses and non-monetary benefits, for example cars for current employees, and are
recognised as an expense for services in the year in which employees render service to the
Council. An accrual is made for the cost of annual leave entitlements (or any other form of
leave, for example time off in lieu) earned by employees but not taken before the year-end,
which employees can carry forward into the next financial year. The accrual is made at the
wage and salary rates applicable in the following accounting year, being the period in which
the employee takes the benefit. The accrual is charged to the Surplus/Deficit on the
Provision of Services, but then reversed out through the Movement in Reserves Statement
so that leave benefits are charged to revenue in the financial year in which the leave of
absence occurs.

Other Long Term Benefits

Other long term employee benefits are benefits, other than post-employment and termination
benefits, that are not expected to be settled in full before 12 months after the end of the
annual reporting period for which employees have rendered the related service. Within local
authorities the value of these benefits is not expected to be significant. Such long term
benefits may include:

¢ Long term paid absence or sabbatical leave;
e Long term disability benefits;

e Bonuses;

e Deferred remuneration.

Long term benefits would be accounted for on a similar basis to post-employment benefits.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Council to
terminate an employee’s employment before the normal retirement date or an officer’s
decision to accept voluntary redundancy and are charged on an accruals basis to the
appropriate Directorate at the earlier of when the Council can no longer withdraw the offer of
those benefits or when the Council recognises costs for a restructuring.

Where termination benefits involve the enhancement of pensions, statutory provisions
require the General Fund and Housing Revenue Account balances to be charged with the
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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 required to and from the
Pension 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 one of three separate pension schemes:

e The Local Government Pension Scheme, administered by the West Midlands
Pension Fund offices at Wolverhampton City Council;

e The Teachers’ Pension Scheme administered by Capita Teachers’ Pensions on
behalf of the Department for Education;

The NHS Pensions Scheme administered by NHS Pensions.

Each scheme provides defined benefits to members (retirement lump sums and pensions),
earned during employment with the Council.

The arrangements for the Teachers’ Pension Scheme and the NHS Pensions Scheme mean
liabilities for these benefits cannot ordinarily be identified specifically to the Council. These
schemes are, therefore, accounted for as if they were defined contribution schemes and no
liability for future payments of benefits is recognised in the Balance Sheet.

The Local Government Pension Scheme

The Local Government Pension Scheme is accounted for as a defined benefits scheme:

e The liabilities of the West Midlands Local Government Pension Fund attributable to
the Council are included in the Balance Sheet on an actuarial basis using the
projected unit method — that is, 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 turnover rates, etc, and projections of
earnings for current employees;

o Liabilities are discounted to their value at current prices, using a discount rate of
2.00% based on the indicative rate of return on high quality corporate bond yields;

e The assets of the West Midlands Local Government Pension Fund attributable to the
Council are included in the Balance Sheet at their fair value:

o quoted securities — current bid price;
o unquoted securities — professional estimate;
o unitised securities — current bid price;

o property — market value.

e The change in the net pensions liability is analysed into the following elements:
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Service cost comprising:

O

current service cost — the increase in liabilities as a result of years of service
earned this year — allocated in the Comprehensive Income and Expenditure
Statement to the Directorates for which the employees worked;

past service cost — the increase in liabilities arising from current year
decisions (scheme amendment or curtailment) whose effect related to years
of service earned in earlier years — debited to the (Surplus)/Deficit on the
Provision of Services in the Comprehensive Income and Expenditure
Statement;

net interest on the net defined benefit liability/(asset), that is the net interest
expense for the Council — the change during the reporting period in the net
defined benefit liability/(asset) that arises from the passage of time charged to
the Financing and Investment Income and Expenditure line of the
Comprehensive Income and Expenditure Statement — this is calculated by
applying the discount rate used to measure the defined benefit obligation at
the beginning of the period to the net defined benefit liability/(asset) at the
beginning of the period — taking into account any changes in the net defined
benefit liability/(asset) during the period as a result of contribution and benefit
payments.

Re-measurements comprising:

O

the return on plan assets — excluding amounts included in net interest on the
net defined benefit liability/(asset) — charged to the Pensions Reserve as
Other Comprehensive Income and Expenditure;

actuarial gains and losses — changes in the net pensions liability that arise
because events have not coincided with assumptions made at the last
actuarial valuation or because the actuaries have updated their assumptions
— charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure.

Contributions paid to the West Midlands Local Government Pension Fund -
cash paid as employer’s contributions to the pension fund; not accounted for
as an expense.

In relation to retirement benefits, statutory provisions require the General Fund and Housing
Revenue Account balances to be charged with the amount payable by the Council 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 Statement, this means that
there are transfers 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 General Fund and Housing Revenue Account arising from the requirement to
account for retirement benefits on the basis of cash flows rather than as benefits are earned

by employees.
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Discretionary Benefits

The Council has restricted powers to make discretionary awards of retirement benefits in the
event of early retirements. Any liabilities estimated to arise as a result of an award to any
member of staff, including teachers and public health employees, are accrued in the year of
the decision to make the award and accounted for using the same policies as are applied to
the Local Government Pension Scheme.

ix. Events After the Reporting Period

Events after the Balance Sheet date are those material events, both favourable and adverse,
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:

e 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;

e Those that are indicative of conditions that arose after the reporting period — the
Statement of Accounts is not adjusted to reflect such events, 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.

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

X. Financial Instruments

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council becomes a party
to the contractual provisions of a financial instrument. They are initially measured at fair
value and are carried at their amortised cost. Non-borrowing creditors are carried at contract
amount. 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 to the instrument over the life of the instrument to the amount at which it was
originally recognised.

For most of the Council's borrowings, this means 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 is the amount payable for the year
according to the loan agreement.

However, the Birmingham City Council 2030 bonds, issued in exchange for NEC loan stock
in 2005 and the NEC Development 2027 bonds, were issued at a fair value in excess of the
principal repayable. Interest is being charged on an amortised cost accounting basis, which
writes the value down to zero at maturity.
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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 Statement in the year of repurchase/settlement.

Where premiums and discounts 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 repayable, or discount
received when it was repaid. The reconciliation of amounts charged to the Comprehensive
Income and Expenditure Statement to the net charge required against the General Fund
Balance is managed by a transfer to or from the Financial Instruments Adjustment Account
in the Movement in Reserves Statement.

Financial Assets

Financial assets are classified based on a classification and measurement approach that
reflects the business model for holding the financial assets and their cash flow
characteristics. There are three main classes of financial assets measured at:

e amortised cost

e fair value through profit or loss (FVPL), and

e fair value through other comprehensive income (FVOCI). The Council does not
currently have any financial assets designated at FVOCI.

The Council’s business model is to hold investments to collect contractual cash flows.
Financial assets are therefore classified as amortised cost, except for those whose
contractual payments are not solely payment of principal and interest (that is, where the
cash flows do not take the form of a basic debt instrument).

Financial Assets Measured at Amortised Cost

Financial assets measured at amortised cost 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. They are subsequently measured at their amortised cost.
Annual credits to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement (CIES) for interest receivable are based
on the carrying amount of the asset multiplied by the effective rate of interest for the
instrument. For most of the financial assets held by the Council, this means that the amount
presented in the Balance Sheet is the outstanding principal receivable (plus accrued
interest) and interest credited to the CIES is the amount receivable for the year in the loan
agreement.

However, the Council has made a number of loans at less than market rates (soft loans).
When soft loans are made, a loss is recorded in the CIES (debited to the appropriate
service) for the present value of the interest that will be foregone over the life of the
instrument, resulting in a lower amortised cost than the outstanding principal.

Interest is credited to the Financing and Investment Income and Expenditure line in the CIES
at a marginally higher effective rate of interest than the rate receivable from the
organisations, with the difference serving to increase the amortised cost of the loan in the
Balance Sheet. Statutory provisions require that the impact of soft loans on the General
Fund Balance is the interest receivable for the financial year — the reconciliation of amounts
debited and credited to the CIES to the net gain required against the General Fund Balance
is managed by a transfer to or from the Financial Instruments Adjustment Account in the
Movement in Reserves Statement.
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Any gains and losses that arise on derecognition of an asset are credited or debited to the
Financing and Investment Income and Expenditure line in the CIES.

Expected Credit Loss Model

The Council recognises expected credit losses on all of its financial assets held at amortised
cost (or where relevant FVOCI), either on a 12-month or lifetime basis. The expected credit
loss model also applies to lease receivables and contract assets. Only lifetime losses are
recognised for trade receivables (debtors) held by the Council.

Impairment losses are calculated to reflect the expectation that the future cash flows might
not take place because the borrower could default on their obligations. Credit risk plays a
crucial part in assessing losses. Where risk has increased significantly since an instrument
was initially recognised, losses are assessed on a lifetime basis. Where risk has not
increased significantly or remains low, losses are assessed on the basis of 12-month
expected losses.

Financial assets measured at fair value through other comprehensive income

Financial assets that are measured at FVOCI are recognised on the Balance Sheet when
the authority becomes a party to the contractual provisions of a financial instrument and are
initially measured and carried at fair value. Fair value gains and losses are recognised as
they arise in other comprehensive income.

Financial Assets Measured at Fair Value through Profit or Loss

Financial assets that are measured at FVPL are recognised on the Balance Sheet when the
Council becomes a party to the contractual provisions of a financial instrument and are
initially measured and carried at fair value. Fair value gains and losses are recognised as
they arise in the Surplus or Deficit on the Provision of Services.

Where it is possible to determine a fair value, measurement of the financial assets is based
on the following techniques:

¢ instruments with quoted market prices — the market price

¢ other instruments with fixed and determinable payments — discounted cash flow
analysis.

The inputs to the measurement techniques are categorised in accordance with the
following three levels:

e Level 1 inputs — quoted prices (unadjusted) in active markets for identical assets that
the Council can access at the measurement date.

e Level 2 inputs — inputs other than quoted prices included within Level 1 that are
observable for the asset, either directly or indirectly.

e Level 3 inputs — unobservable inputs for the asset.

Any gains and losses that arise on the derecognition of the asset are credited or debited to
the Financing and Investment Income and Expenditure line in the Comprehensive Income
and Expenditure Statement.
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Instruments Entered Into Before 1 April 2006

The Council has entered into a number of financial guarantees that are not required to be
accounted for as financial instruments. These guarantees are reflected in the Statement of
Accounts to the extent that provisions might be required, or a contingent liability note is
needed under the policies set out in section xxii on Provisions, Contingent Liabilities and
Contingent Assets.

xi. Foreign Currency Translation

Where the Council has entered into a transaction denominated in a foreign currency, the
transaction is converted into sterling at the exchange rate applicable on the date the
transaction was effective. Where amounts in foreign currency are outstanding at the year-
end, they are reconverted at the spot exchange rate at 31 March. Resulting gains or losses
are recognised in the Financing Income and Expenditure line in the Comprehensive Income
and Expenditure Statement.

xii. Government Grants and Contributions

Whether paid on account, by instalments or in arrears, Government grants, third party
contributions and donations are recognised as due to the Council when there is assurance
that:

e the Council will comply with the conditions attached to the payments; and
e the grants or contributions will be received.

Amounts recognised as due to the Council are not credited to the Comprehensive Income
and Expenditure Statement until conditions attached to the grant or contribution are satisfied.

Conditions are stipulations that specify that the future economic benefits or service potential
embodied in the asset in the form of the grant or contribution are required to be consumed
by the recipient as specified, or future economic benefits or service potential must be
returned to the transferor.

Monies advanced as grants and contributions for which conditions are unlikely to be satisfied
are carried in the Balance Sheet as creditors. Where conditions are satisfied or expected to
be satisfied, the grant or contribution is credited to the relevant Directorate (attributable
revenue grants and contributions) or Taxation and Non-Specific Grant Income (non-ring
fenced revenue grants and all capital grants) in the Comprehensive Income and Expenditure
Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement,
they are reversed out of the General Fund Balance in the Movement in Reserves Statement.
Where the grant has yet to be used to finance capital expenditure, it is posted to the Capital
Grants Unapplied Reserve. Where it has been applied, it is posted to the Capital Adjustment
Account. Amounts in the Capital Grants Unapplied Reserve are transferred to the Capital
Adjustment Account as they are applied to fund capital expenditure.

10

Page 60 of 108
OFFICIAL



Birmingham City Council Draft Accounts for the Year Ended 31 March 2025

xii. Business Improvement Districts

In accordance with the provisions of the Business Improvement District Regulations
(England) 2004 ballots of local businesses within specific areas of the City have resulted in
the creation of distinct Business Improvement Districts. Business ratepayers in these areas
pay a levy in addition to the Business Rate to fund a range of specified additional services
which are provided by specific companies set up for the purpose.

In line with Code guidance the Council has determined that it acts as agent to the Business
Improvement District authorities and therefore neither the proceeds of the levy nor the
payment to the Business Improvement District Company are shown in the Council’s
accounts.

Community Infrastructure Levy

The Council has elected to charge a Community Infrastructure Levy (CIL). The levy will be
charged on new builds with appropriate planning consent. The Council charges for and
collects the levy, which is a planning charge. The income from the levy will be used to fund
infrastructure projects to support the development of the City.

CIL is received without outstanding conditions; it is, therefore, recognised at the
commencement date of the chargeable development in the Comprehensive Income and
Expenditure Statement in accordance with section xi. Government Grants and Contributions
of this note. CIL charges will be largely used to fund capital expenditure although an
element may be used to support infrastructure maintenance and a small proportion of the
charges may be used to fund the costs of administration associated with the CIL.

xiii. Heritage Assets

Heritage assets are assets that have historical, artistic, scientific, technological, geographical
or environmental qualities that are held in trust for future generations because of their
cultural, environmental or historical associations and contribution to knowledge and culture.
They include museums’ and libraries’ heritage collections, historic buildings and the
historical environment, public works of art and civic regalia and plate.

Where assets of a heritage nature are used in the ongoing delivery of the Council’s services,
such as historically interesting buildings and parks and open space, they have not been
categorised as heritage assets but remain as other land and buildings or as community
assets within Property, Plant and Equipment.

For the Museum, Library and Civic Plate Collections, insurance valuations are used due to
the unique nature, diversity and quantity of the assets, and lack of historical cost information.
For other types of Heritage Assets, historical cost information is used where available when
compiling the Balance Sheet. In some cases, neither reliable valuation information nor
historical cost information is available, in which case the asset has been excluded from the
Balance Sheet.

The Council considers that heritage assets will have indeterminate lives and a high residual
value; and therefore does not consider it appropriate to charge depreciation on the assets.
Any impairment or disposal of heritage assets is recognised and measured in accordance
with the Council’s relevant policies (see section xxi. Property, Plant and Equipment in this
note).
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xiv. Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled
by the Council as a result of past events (for example, software licences) is capitalised when
it is expected that future economic benefits or service potential will flow from the intangible
asset to the Council.

Expenditure on the development of websites is not capitalised if the website is solely or
primarily intended to promote or advertise the Council’s goods or services.

Intangible assets are measured initially at cost and the depreciable amount is amortised over
the useful life of the asset on a straight-line basis and charged to the relevant Directorate in
the Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory
purposes, amortisation, impairment losses and disposal gains and losses are not permitted
to have an impact on the General Fund Balance. The gains and losses are therefore
reversed out of the General Fund Balance in the Movement in Reserves Statement and
posted to the Capital Adjustment Account.

xv. Interests in Companies and Other Entities

The Council has material interests in companies and other entities that have the nature of
subsidiaries, associates and joint operations and proper accounting practices require it to
prepare group accounts. In the Council’'s own single entity accounts, the interests in
companies and other entities are recorded as financial assets at cost, less any provision for
losses.

xviii. Investment Properties

Investment properties are those that are held by the Council solely to earn rentals and/or for
capital appreciation. An asset does not meet the definition of being an investment property if
it is used in any way to facilitate the delivery of services, for the production of goods or is
held for sale.

Investment properties are measured initially at cost and subsequently carried at fair value,
measured at highest and best use. Investment properties are not depreciated but are
revalued annually based on market conditions at the year-end. Gains/losses on revaluation,
or on disposal, are posted to Financing Income and Expenditure in the Comprehensive
Income and Expenditure Statement. The same treatment is applied to gains/losses on
disposal.

Rentals received in relation to investment properties are credited to Financing Investment
Income in the Comprehensive Income and Expenditure Statement and result in a gain for
the General Fund Balance. However, revaluation and disposal gains/losses are not
permitted by statutory arrangements on the General Fund Balance and are therefore
reversed out through the Movement in Reserves Statement and posted to the Capital
Adjustment Account.

Whilst discharging its role the Council works to ensure that the stewardship of all property
assets is such that they are managed in a way that is economic, efficient and effective. The
Council has a site that meets the definition of ‘Investment Properties’.

The Council has a number of lease arrangements with subsidiary companies that are not
treated as investment properties in line with IAS 40, Investment Property.
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Assets that have physical substance and are held for use in the production or supply of
goods or services, for rental to others, or for administrative purposes and that are expected
to be used during more than one financial year are classified as Property, Plant and
Equipment.

xix. Joint Operations and Jointly Controlled Assets

Joint operations are activities undertaken by the Council in conjunction with other ventures
that involve the use of the assets and resources of the venturers rather than the
establishment of a separate entity. The Council recognises on its Balance Sheet the assets it
controls and the liabilities it incurs and debits and credits the Comprehensive Income and
Expenditure Statement with the expenditure it incurs and the share of income it earns from
the activity of the operation.

Jointly controlled assets are items of property, plant or equipment that are jointly controlled
by the Council and other venturers, with the assets being used to obtain benefits for the
venturers. The joint venture does not involve the establishment of a separate entity. The
Council accounts for only its share of the jointly controlled assets, the liabilities and the
expenses that it incurs on its own behalf or jointly with others in respect of its interest in the
joint venture and income that it earns from the venture.

XX. Leases
The Council as lessee

The Council classifies contracts as leases based on their substance. Contracts and parts of
contracts, including those described as contracts for services, are analysed to determine
whether they convey the right to control the use of an identified asset, through rights both to
obtain substantially all the economic benefits or service potential from that asset and to
direct its use. The Code expands the scope of IFRS 16 Leases to include arrangements with
nil consideration, peppercorn or nominal payments

Initial measurement

Leases are recognised as right-of-use assets with a corresponding liability at the date from
which the leased asset is available for use (or the IFRS 16 transition date, if later). The
leases are typically for fixed periods in excess of one year but may have extension options.

The Council initially recognises lease liabilities measured at the present value of lease
payments, discounting by applying the Council’s incremental borrowing rate wherever the
interest rate implicit in the lease cannot be determined. Lease payments included in the
measurement of the lease liability include:

« fixed payments, including in-substance fixed payments

« variable lease payments that depend on an index or rate, initially measured using the
prevailing index or rate as at the adoption date

* amounts expected to be payable under a residual value guarantee

* the exercise price under a purchase option that the Council is reasonably certain to
exercise

* |ease payments in an optional renewal period if the Council is reasonably certain to
exercise an extension option
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« penalties for early termination of a lease, unless the Council is reasonably certain not to
terminate early

The right-of-use asset is measured at the amount of the lease liability, adjusted for any
prepayments made, plus any direct costs incurred to dismantle and remove the underlying
asset or restore the underlying asset on the site on which it is located, less any lease
incentives received.

However, for peppercorn, nominal payments or nil consideration leases, the asset is
measured at fair value

Subsequent measurements

The right-of-use asset is subsequently measured using the fair value model. The Council
considers the cost model to be a reasonable proxy except for:

+ assets held under non-commercial leases

» leases where rent reviews do not necessarily reflect market conditions

» leases with terms of more than five years that do not have any provision for rent reviews
+ leases where rent reviews will be at periods of more than five years.

For these leases, the asset is carried at a revalued amount. In these financial statements,
right-of-use assets held under index-linked leases have been adjusted for changes in the
relevant index, while assets held under peppercorn or nil consideration leases have been
valued using market prices or rentals for equivalent land and properties.

The right-of-use asset is depreciated straight-line over the shorter period of remaining lease
term and useful life of the underlying asset as at the date of adoption.

The lease liability is subsequently measured at amortised cost, using the effective interest
method.

The liability is remeasured when:

» there is a change in future lease payments arising from a change in index or rate

» thereis a change in the group’s estimate of the amount expected to be payable under a
residual value guarantee

» the Council changes its assessment of whether it will exercise a purchase, extension or
termination option, or

* thereis arevised in-substance fixed lease payment.

When such a remeasurement occurs, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, with any further adjustment required from remeasurement
being recorded in the income statement.

Low value and short lease exemption
As permitted by the Code, the Council excludes leases:

« for low-value items that cost less than £5,000 when new, provided they are not highly
dependent on or integrated with other items, and

* with a term shorter than 12 months (comprising the non-cancellable period plus any
extension options that the Council is reasonably certain to exercise and any termination
options that the Council is reasonably certain not to exercise)

Lease expenditure
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Expenditure in the Comprehensive Income and Expenditure Statement includes interest,
straight-line depreciation, any asset impairments and changes in variable lease payments
not included in the measurement of the liability during the period in which the triggering
event occurred. Lease payments are debited against the liability. Rentals for leases of low-
value items or shorter than 12 months are expensed.

Depreciation and impairments are not charges against council tax, as the cost of non-current
assets is fully provided for under separate arrangements for capital financing. Amounts are
therefore appropriated to the capital adjustment account from the General Fund balance in
the Movement in Reserves Statement

The Council as lessor

Leases are classified as finance leases where the terms of the lease transfer substantially all
the risks and rewards incidental to ownership of the property, plant or equipment from the
lessor to the lessee. All other leases are classified as operating leases

Finance leases

Where the Council grants a finance lease over a property or an item of plant or equipment,
the relevant asset is written out of the Balance Sheet as a disposal. At the commencement
of the lease, the carrying amount of the asset in the Balance Sheet (whether property, plant
and equipment or assets held for sale) is written off to the other operating expenditure line in
the Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal. A gain, representing the Council’s net investment in the lease, is credited to the
same line in the Comprehensive Income and Expenditure Statement also as part of the gain
or loss on disposal (ie netted off against the carrying value of the asset at the time of
disposal), matched by a lease (long-term debtor) asset in the Balance Sheet.

Lease rentals receivable are apportioned between:

* acharge for the acquisition of the interest in the property — applied to write down the
lease debtor (together with any premiums received), and

» finance income (credited to the financing and investment income and expenditure line in
the Comprehensive Income and Expenditure Statement).

The gain credited to the Comprehensive Income and Expenditure Statement on disposal is
not permitted by statute to increase the General Fund balance and is required to be treated
as a capital receipt. Where a premium has been received, this is posted out of the General
Fund balance to the capital receipts reserve in the Movement in Reserves Statement. Where
the amount due in relation to the lease asset is to be settled by the payment of rentals in
future financial years, this is posted out of the General Fund balance to [the deferred capital
receipts reserve in the Movement in Reserves Statement. [When the future rentals are
received, the element for the capital receipt for the disposal of the asset is used to write
down the lease debtor. At this point, the deferred capital receipts are transferred to the
capital receipts reserve

The written-off value of disposals is not a charge against council tax, as the cost of
non-current assets is fully provided for under separate arrangements for capital financing.
Amounts are therefore appropriated to the capital adjustment account from the General
Fund balance in the Movement in Reserves Statement

Operating leases

Where the Council grants an operating lease over a property or an item of plant or
equipment, the asset is retained in the Balance Sheet. Rental income is credited to the other
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operating expenditure line in the Comprehensive Income and Expenditure Statement.
Credits are made on a straight-line basis over the life of the lease or where this is initiated by
a service to the individual service, even if this does not match the pattern of payments (eg
there is a premium paid at the commencement of the lease). Initial direct costs incurred in
negotiating and arranging the lease are added to the carrying amount of the relevant asset
and charged as an expense over the lease term on the same basis as rental income

xX. Overheads and Support Services

The costs of overheads and support services are charged to Directorates in accordance with
the Council’'s arrangements for accountability and performance.

xxii. Property, Plant and Equipment

Assets that have physical substance and are held for use in the production or supply of
goods or services, for rental to others, or for administrative purposes and that are expected
to be used during more than one financial year are classified as Property, Plant and
Equipment.

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is
capitalised on an accruals basis, provided it is probable that the future economic benefits or
service potential associated with the item will flow to the Council and the cost of the item can
be measured reliably. Expenditure that maintains but does not add to an asset’s potential to
deliver future economic benefits or service potential (for example, repairs and maintenance)
is charged as an expense when it is incurred.

Measurement
Assets are initially measured at cost, comprising:
e the purchase price;

e any costs attributable to bringing the asset to the location and condition necessary for
it to be capable of operating in the manner intended by management.

The Council capitalises borrowing costs incurred whilst material assets are under
construction. Material assets are considered to be those where total planned (multi-year)
borrowing for a single asset (including land and building components) exceeds £20m, and
where there is a ‘substantial period of time’ from the first capital expenditure financed from
borrowing until the asset is ready to be brought into use. A substantial period of time is
considered to mean in excess of two years. Both of these tests will be determined using
estimated figures at the time of preparing the accounts in the first year of capitalisation.
Should either test fail in subsequent financial years, the prior year’s treatment will not be
adjusted retrospectively.

The cost of assets acquired other than by purchase is deemed to be its fair value, unless the
acquisition does not have commercial substance (that is, it will not lead to a variation in the
cash flows of the Council). In the latter case, where an asset is acquired via an exchange,
the cost of the acquisition is the carrying amount of the asset given up by the Council.
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Assets are subsequently carried in the Balance Sheet using the following measurement
bases:

e infrastructure assets, vehicles, plant, furniture and equipment (excluding Tyseley
Energy Recovery Facility) — depreciated historical cost;

e community assets and assets under construction — historical cost;

o dwellings — current value, determined using the basis of existing use value for social
housing (EUV-SH);

o where cleared land has been designated for social housing use, that land is valued
using the basis of EUV-SH;

¢ school buildings — current value, but because of their specialist nature, are measured
at depreciated replacement cost which is used as an estimate of current value

e surplus assets — fair value; assessed in their highest and best use from a market
participant’s perspective;

o all other assets — current value, determined as the price that would be paid in its
existing use.

Where there is no market based evidence of current value because of the specialist
nature of an asset, depreciated replacement cost (DRC) is used as an estimate of
current value.

Assets included in the Balance Sheet at current value are revalued sufficiently regularly to
ensure their carrying amount is not materially different from their current value at the year-
end, but as a minimum every five years. Increases in asset valuations are matched by
credits to the Revaluation Reserve to recognise unrealised gains. The Revaluation Reserve
contains revaluation gains recognised since 1 April 2007 only, the date of its formal
implementation. Gains arising before that date have been consolidated into the Capital
Adjustment Account.

Where decreases in value are identified, they are accounted for by:

¢ Where there is a balance of revaluation gains for the asset in the revaluation reserve,
the carrying amount of the asset is written down against that balance (up to the
amount of the accumulated gains)

¢ Where there is no balance in the revaluation reserve or an insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in the
Comprehensive Income and Expenditure Statement.

Impairment

Assets are assessed at each year-end for any indication that an asset may be impaired.
Where indications exist and any possible difference is estimated to be material, the
recoverable amount of the asset is estimated and, where this is less than the carrying
amount of the asset, an impairment loss is recognised for the shortfall.

Revaluation and impairment losses

Where revaluation and impairment losses are identified, and where there is a balance of
revaluation gains for the asset in the Revaluation Reserve, the reduction in value is charged
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against that balance until it is used up. Thereafter, or if there is no balance of revaluation
gains, the loss is charged against the relevant Directorate in the Comprehensive Income and
Expenditure Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant
Directorate in the Comprehensive Income and Expenditure Statement, up to the amount of
the original loss, adjusted for the depreciation that would have been charged if the loss had
not been recognised.

Useful Life

The Council estimates that assets, at new, have remaining useful lives within the parameters
as detailed below:

¢ Council Dwellings — separated into the key components
o Land - indefinite life;
Kitchens — 20 years;
Bathrooms — 40 years;
Doors/Windows/Rainwater, Soffits and Facias — 35 years;
Central Heating/Boilers — 15 to 30 years;
Roofs — 25 to 60 years;
o Remaining components (Host) — 30 to 60 years;
e Buildings — up to 50 years;
e Vehicles, Plant, Furniture and Equipment — up to 50 years;
¢ Infrastructure — up to 40 years.

O O O O O

The useful life of each relevant asset is reviewed as part of the Council’s five year cycle of
revaluation by an appropriately qualified valuer.

Where a school is proposing to transfer to Academy School Trust status after the year end,
the Council maintains the useful life of the school’s assets on the basis of the last valuation
undertaken.

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets, including
components, by the systematic straight line allocation of their depreciable amounts over their
useful lives. Assets without a determinable finite useful life, and assets that are not yet
available for use, are not depreciated. Depreciation is charged in the year of disposal but not
charged in the year of purchase.

Revaluation gains are also depreciated, with an amount equal to the difference between
current value depreciation charged on assets and the depreciation that would have been
chargeable based on their historical cost being transferred each year from the Revaluation
Reserve to the Capital Adjustment Account.

Componentisation

Where an asset is material (over £5m) and has major components whose cost is significant
to the total cost of the asset, and which have markedly different useful lives, components are
separately identified and depreciated. Also, additions are considered for components,
whereby as components are added, any component being replaced is derecognised. Where
the historical cost of the old component is not readily determinable, it has been estimated by
comparing the remaining useful economic life of the component to the original useful

18

Page 68 of 108
OFFICIAL



Birmingham City Council Draft Accounts for the Year Ended 31 March 2025

economic life and the cost of the replacement component. A pro rata of both the
depreciation and any applicable Revaluation Reserve is also derecognised.

Disposals and Non-Current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally
through a sale transaction rather than through its continuing use, it is reclassified as an
Asset Held for Sale. The asset is revalued immediately before reclassification and then
carried at the lower of this amount and carrying value less the cost of sale. Where there is a
subsequent decrease to carrying value less the cost of sale, the loss is posted to the Other
Operating Expenditure line in the Comprehensive Income and Expenditure Statement. Gains
in current value are recognised only up to the amount of any previous losses recognised in
the Surplus/Deficit on Provision of Services. Depreciation is not charged on Assets Held for
Sale.

Where assets are no longer used by a Directorate, these assets are offered to other
Directorates for use. Those assets which are surplus are made available for sale and will be
classified as Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are
reclassified back to non-current assets and valued at the lower of their carrying amount
before they were classified as held for sale, adjusted for depreciation or revaluations that
would have been recognised had they not been classified as held for sale, and their
recoverable amount at the date of the decision not to sell.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale.

When an asset is disposed of or decommissioned, the carrying amount of the asset in the
Balance Sheet and the gain or loss on disposal is written off to the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement. Any revaluation
gains accumulated for the asset in the Revaluation Reserve are transferred to the Capital
Adjustment Account. Gains and losses on disposal of assets are not a charge against
Council Tax, as the cost of non-current assets is fully provided for under separate
arrangements for capital financing. Amounts are appropriated to the Capital Adjustment
Account from the General Fund Balance through the Movement in Reserves Statement.

Amounts, in excess of £10,000, received from a disposal are categorised as capital receipts.
A proportion of receipts relating to housing disposals is payable to the Government. The
balance of receipts is required to be credited to the Capital Receipts Reserve. Receipts are
appropriated to the Reserve from the General Fund Balance through the Movement in
Reserves Statement.

xxiii. Service Concession Arrangements

Service concession arrangements (formerly classed as PFl and similar contracts) are
agreements to receive services, where the responsibility for making available the property,
plant and equipment needed to provide the services passes to the contractor. As the Council
is deemed to control the services that are provided under the arrangement, and as
ownership of the property, plant and equipment will pass to the Council at the end of the
contracts for no additional charge, the Council carries the assets used under the contracts
on its Balance Sheet as part of Property, Plant and Equipment.

The original recognition of these assets at fair value (based on the cost to purchase the
property, plant and equipment) is balanced by the recognition of a liability for amounts due to
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the scheme operator to pay for the capital investment. The Council includes the cost of
establishing Special Purpose Vehicles in the calculation of the liabilities.

Non-current assets recognised on the Balance Sheet are revalued and depreciated in the
same way as property, plant and equipment owned by the Council.

The amounts payable to the contractor each year are analysed into five elements:

o Fair value of the services procured during the year — debited to the relevant
Directorate in the Comprehensive Income and Expenditure Statement;

e Finance cost — an interest charge on the outstanding Balance Sheet liability, debited
to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement;

e Contingent rent — inflationary increases in the amount to be paid for the property
arising during the contract, debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement;

o Payment towards liability — applied to write down the Balance Sheet liability towards
the contractor;

¢ Lifecycle replacement costs — usually recognised as an addition to Property, Plant
and Equipment when the relevant works are carried out in line with the operator’s
model spending profiles.

xxiiv. Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Council a legal or
constructive obligation that probably requires settlement by a transfer of economic benefits
or service potential, and a reliable estimate can be made of the amount of the obligation. For
example, the Council may be involved in a court case that could eventually result in the
making of a settlement or the payment of compensation.

Provisions are charged as an expense to the appropriate Directorate in the Comprehensive
Income and Expenditure Statement in the year that the Council becomes aware of the
obligation,and are measured at the best estimate at the Balance Sheet date of the
expenditure required to settle the obligation, taking into account relevant risks and
uncertainties. Provisions are not discounted to their value at current prices unless material.

When payments are eventually made, they are charged to the provision carried in the
Balance Sheet. Estimated settlements are reviewed at the end of each financial year —
where it becomes less than probable that a transfer of economic benefits will now be
required (or a lower settlement than anticipated is made), the provision is reversed and
credited back to the relevant Directorate.

Where some or all of the payment required to settle a provision is expected to be recovered
from another party (for example, from an insurance claim), this is only recognised as income
for the relevant Directorate if it is virtually certain that reimbursement will be received if the
Council settles the obligation.

Onerous Contracts
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An onerous contract is a contract for the exchange of assets or service in which the
unavoidable costs of meeting the obligations under the contract exceed the economic
benefits or service potential expected to be received under it.

Onerous Contracts are accounted for under IAS 37 — Provisions, Contingent Liabilities and
Contingent Assets. A provision will be recognised for the unavoidable costs.

Provision for Back Pay Arising from Equal Pay Claims

The Equal Pay Act 1970 was enacted at a time when it was not uncommon for employers to
openly give different rates of pay to men and women performing the same job, or to reserve
certain jobs for men and other (lower-paid) jobs for women. The Equality Act 2010 repealed
and replaced the Equal Pay Act 1970 from 1 October 2010 and implemented the principle
that men and women should receive equal pay for equal work in Great Britain.

The Council has, pre-2020, received capitalisation directions to support an element of the
provision made. However, statutory arrangements allow settlements to be financed from the
General Fund and Housing Revenue Account in the year that the payments actually take
place, not when the provision is established, for all claims made up to 1 April 2020. The
additional provision made above the capitalisation directions given is, therefore, balanced by
an Equal Pay Back Pay Account created from amounts credited to the General Fund
Balance in the year that the provision was made or modified. The balance on the Equal Pay
Back Pay Account will be debited back to the General Fund Balance through the Movement
in Reserves Statement in future financial years as payments are made.

The ability to defer the reserves impact of new provisions ceased to be allowable from 1
April 2020. Liabilities, and changes in them, recognised before 1 April 2020 continue to be
deferred until settlement. New Equal Pay liabilities recognised after 1 April 2020 are
accounted for in line with Section 8 of the CIPFA code, and IAS37.

In March 2024 the Council received confirmation from Central Government that it was
minded to allow Equal Pay liabilities recognised for years in Statement of Accounts since,
and including 2020/21, to be funded from Capital Resources.

Additional item to be added here once minded to letter is confirmed

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Council a possible
obligation that will 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.

Contingent liabilities are not recognised in the Balance Sheet but disclosed in Note 31 to the
accounts.

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 occurrence or otherwise of uncertain
future events not wholly within the control of the Council.
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Contingent assets are not recognised in the Balance Sheet but disclosed in Note 31 to the
accounts where it is probable that there will be an inflow of economic benefits or service
potential.

XXV. Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by transferring amounts out of the General Fund
Balance. When expenditure to be financed from a reserve is incurred, it is charged to the
appropriate Directorate in that year to score against the Surplus/Deficit on the Provision of
Services in the Comprehensive Income and Expenditure Statement. The reserve is then
transferred back into the General Fund Balance so that there is no net charge against
Council Tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets,
financial instruments, local taxation, retirement and employee benefits and do not represent
usable resources for the Council — these reserves are explained in the relevant policies.

xxvi. Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions, but
which does not result in the creation of a hon-current asset, has been charged as
expenditure to the relevant Directorate in the Comprehensive Income and Expenditure
Statement in the year. Where the Council has determined to meet the cost of this
expenditure from existing capital resources or by borrowing, a transfer through the
Movement in Reserves Statement from the General Fund Balance to the Capital Adjustment
Account then reverses out the amounts charged so that there is no impact on the level of
Council Tax.

xxvii. Accounting for Schools

Local authority maintained schools, in line with relevant accounting standards and the Code,
are considered to be separate entities with the balance of control lying with the Council. As
such the Council should consolidate the activities of schools into its group accounts.
However, the Code requires that the income, expenditure, assets and liabilities of
maintained schools be accounted for in local authority entity accounts rather than requiring
the preparation of group accounts.

The Council has the following types of maintained schools under its control:

e Community schools;

e Voluntary Controlled schools;
e Voluntary Aided schools;

e Foundation schools.

Given the nature of the control of the entities and the control of the service potential from the

non-current assets of the maintained schools, the Council has recognised buildings and

other non-current assets on its Balance Sheet. The Council has recognised all land for

Community Schools on its Balance Sheet and recognised that land for Voluntary Aided,

Voluntary Controlled and Foundation Schools where it can be demonstrated that the Council
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has control over the land through restrictive covenants within site deeds or where there is
reasonable evidence that restrictive covenants are in place.

Academies and Free Schools are not considered to be controlled by the Council and are not
consolidated into the entity or group accounts.

xxviii. Value Added Tax

Value Added Tax payable is included as an expense only to the extent that it is not
recoverable from Her Majesty’s Revenue and Customs. Value Added Tax receivable is
excluded from income.

xxviix. Fair Value Measurement

The Council measures some of its non-financial assets, such as surplus and investment
properties, and some of its financial instruments, such as equity shareholdings, at fair value
at each reporting date. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement assumes that the transaction to sell the
asset or transfer the liability takes place either:

¢ In the principal market for the asset or liability; or
¢ Inthe absence of a principal market, in the most advantageous market for the asset
or liability.

The Council measures the fair value of an asset or liability using the assumptions that
market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

When measuring the fair value of a non-financial asset, the Council takes into account a
market participant’s ability to generate economic benefits by using the asset in its highest
and best use or by selling it to another market participant that would use the asset in its
highest and best use.

The Council uses valuation techniques that are appropriate in the circumstances and for
which sufficient data is available, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair value is
measured or disclosed in the Council’s financial statements are categorised with the fair
value hierarchy as follows:

o Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities
that the Council can access at the measurement date;

e Level 2 —inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly;

e Level 3 — unobservable inputs for the asset or liability.

xxix. Council Acting as Agent
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The Council does not include transactions that relate to its role in acting as an agent on
behalf of other bodies. In such cases the Council is acting as an intermediary and does not
have exposure to significant risks and rewards from the activities being undertaken.

xxX. Dedicated Schools Grant Deficit Balances

Where the Council has a deficit in respect of its schools budget for a financial year beginning
on 1 April 2020, the Council does not charge to a revenue account an amount in respect of
that deficit. Instead, it charges the amount of the deficit to an account established, charged
and used solely for the purpose of recognising deficits in respect of its schools budget.

These financial statements continue to be produced under IFRS with the DSG being
accounted for in the normal way (through the CIES). An accounting adjustment is made via
the MiRS to move any DSG deficit balances on a time limited basis to an unusable reserve
established for that purpose.

xxxi. Highways infrastructure assets

Highways infrastructure assets include carriageways, footways and cycle tracks, structures
(e.g. bridges), street lighting, street furniture, traffic management systems and land which
together form a single integrated network.

Recognition
Expenditure on the acquisition or replacement of components of the network is capitalised

on an accrual basis, provided that it is probable that the future economic benefits associated
with the item will flow to the Council and the cost of the item can be measured reliably.

The Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations
2022 Sl 1232/2022 — These amendment regulations provide that where a local authority
replaces a component of an infrastructure asset, the authority has a choice of how to identify
the carrying amount to be derecognised in respect of that component (i.e. either a nil amount
or to follow the Code). The Council has elected to make use of this statutory override.

Measurement

Highways infrastructure assets are generally measured at depreciated historical cost.
However, this is a modified form of historical cost — opening balances for highways
infrastructure assets were originally recorded in Balance Sheets at amounts of capital
undischarged for sums borrowed as at 1 April 1994, which was deemed at that time to be
historical cost. Where impairment losses are identified, they are accounted for by the
carrying amount of the asset being written down to the recoverable amount.

Depreciation

Depreciation is provided on the parts of the highways network infrastructure assets that are
subject to deterioration or depletion and by the systematic allocation of their depreciable
amounts over their useful lives. Depreciation is charged on a straight-line basis. Annual
depreciation is the depreciation amount allocated each year.

Useful lives of the various parts of the highways network are assessed by the Chief
Highways Engineer using industry standards where applicable as follows:

Carriageways 25 years

Footways and cycle tracks 20 years

Highways Drainage 15 years
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Street furniture 30 years
Street lighting 30 years
Structures (bridges, tunnels) 120 years
Traffic management systems 25 years
Other infrastructure assets 10 years

Disposals and derecognition

When a component of the network is disposed of or decommissioned, the carrying amount
of the component in the Balance Sheet is written off to the ‘Other operating expenditure’ line
in the Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal. Receipts from disposals (if any) are credited to the same line in the
Comprehensive Income and Expenditure Statement, also as part of the gain or loss on
disposal (i.e. netted off against the carrying value of the asset at the time of disposal). The
written-off amounts of disposals are not a charge against council tax, as the cost of non-
current assets is fully provided for under separate arrangements for capital financing.
Amounts are transferred to the capital adjustment account from the General Fund Balance in
the Movement in Reserves Statement.
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3.1

4.1

4.2

4.3

4.4

4.5

4.6

EXECUTIVE SUMMARY

The attached report, Appendix A, provides an update on counter fraud activities
undertaken.

COMMISSIONERS’ REVIEW

This is a useful interim counter fraud report. We would encourage that the results
of the NFI data matching follow up work is reported in full to the Committee when
the final report is produced i.e. the report includes the results of the follow up work
undertaken elsewhere in the Council. Commissioners support the risk-based
approach taken to the data matching work.

RECOMMENDATIONS
That the Committee:

Note the report and update.

KEY INFORMATION

Context

It is difficult to measure the level of fraud against the Council. Not all fraud is
formally reported; some will go undetected, and some will be prevented.

The Council operates a zero-tolerance approach to fraud and Birmingham Audit
is tasked with the investigation of suspected fraud and error.

The Council’s overall stance on fraud is based around the three key pillars of
‘Prevent’, ‘Pursue’ and ‘Protect’ and is set within the Anti-Fraud and Corruption
Policy, Fraud and Corruption Response Plan and the Whistleblowing and Serious
Misconduct Policy.

Social Housing and Council Tax continue to be regarded nationally as being high
risk areas for fraud within local government. Our primary objectives have always
been to prevent fraud and error entering the Council’s systems and to detect and
investigate instances of fraud and error.

During the year, we have continued to receive an increased number of referrals
relating to salary overpayments. The circumstances surrounding each
overpayment are investigated to verify that the payments were not fraudulent,
and that appropriate management action has been considered.

Our Data Warehouse, which pulls datasets from multiple different Council
databases, into one, searchable system continues to be an essential tool in our
fight against fraud and error. We are currently working to implement a new,
modern cloud-based data warehouse that will extend our ability to undertake data
matching activities and allow investigators across the Council to access
intelligence out in the field.
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4.7

4.8

6.1

6.2

6.3

7.1

The National Fraud Initiative (NFI) is a mandatory data-matching exercise
undertaken by the Cabinet Office, which matches a variety of data across public
bodies for the purpose of identifying fraud and error. The latest 2024/25
exercise began in October 2024 when the Council passed its main data extract
to the Cabinet Office. The Cabinet Office achieved a faster turnaround than in
previous years, and the initial tranche of 19,574 matches was returned late
December 2024.

We continue to work on reinforcing the message of ‘zero tolerance’ through
prevention, detection and deterrence. Where fraud is identified, we will implement
appropriate sanctions, including financial penalties and/or criminal prosecution.

RISK MANAGEMENT

Risk management is an important part of the internal control framework which is
key to preventing fraud and error.

The programme of work to rebuild risk management will be key in developing and
maintaining the Internal Audit plan. It will lead to a greater visibility and a more in
depth understanding of risks including those relating to fraud.

MEMBER ENGAGEMENT

Ward Councillor(s)

Not Applicable

Overview and Scrutiny
Not Applicable

Other
Not Applicable

IMPACT AND IMPLICATIONS

Finance and Best Value

There are no direct financial implications arising from the recommendations in
this report. However, failure to prevent fraud could have an adverse impact on
the Council’'s financial position. Weaknesses in controls could also result in
unnecessary costs being incurred.
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Legal

Under the Accounts and Audit Regulations 2015 a relevant authority must
maintain appropriate systems and measures to enable the prevention and
detection of inaccuracies and fraud, and the reconstitution of any lost records.

Equalities
There are no equality implications from the subject of this report.

Procurement
There are no direct procurement implications arising from this report.

People Services

There are no direct staffing implications arising from the recommendations in this
report.

Climate Change, Nature and Net Zero

There are no climate change, nature and net zero carbon implications arising
from the recommendations in this report.

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendations in this report.

Other
There are no other implications arising from the recommendations in this report.

APPENDICES
APPENDIX A — INTERIM COUNTER FRAUD UPDATE REPORT 2024-25.

BACKGROUND PAPERS
There are no background papers
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Introduction

The purpose of this report is to update the Audit Committee on counter fraud activities
undertaken by Birmingham Audit during the financial year 2024/25, up to the end of December
2024.

Resources for Counter Fraud Work

The Corporate Fraud Team (CFT) is a dedicated counter-fraud team within Birmingham Audit
and is responsible for the investigation of suspected financial irregularities perpetrated against
the Council, whether this is by employees, contractors or other third parties. The team identify
how fraud or other irregularity has been committed and make recommendations to senior
management to address any issues of misconduct, as well as reporting on any weaknesses
in controls to reduce the chance of recurrence in the future. In addition, where criminal activity
has been committed, the team will consider instituting criminal proceedings or may refer the
matter to the police and will help to seek redress from the perpetrators. The team will also
investigate any issues of procedural non-compliance that may have a financial or reputational
impact on the Council.

In addition to tackling financial irregularities, CFT also has a small team dedicated to
preventing, detecting, and investigating application fraud, primarily relating to Social Housing
and Council Tax. An intelligence and data analytics hub also supports the work of the team
and will bring together information from various Council systems to proactively identify
possible issues for investigation, as well as building intelligence packages following referrals
received from Housing, members of the public, the police or other sources.

Levels of Fraud

It is difficult to measure the level of fraud against the Council. Not all fraud is formally reported;
some will go undetected, and some will be prevented. In some cases, it is difficult to quantify
a value of the fraud that has occurred. Similarly, some losses can be attributed to error,
misinterpretation or poor management. The level of identified fraud in any particular year can
vary significantly, depending on the nature and outcome of the cases investigated.

Where it has been possible to place a value on the level of fraud/error investigated by CFT,
between 15t April 2024 and 315 December 2024, frauds investigated by the team totalled just
over £196,500 (£213,000 in 2023/24, £365,000 in 2022/23 and £964,000 in 2021/22). This
figure excludes application-based fraud (Social Housing and Council Tax) which is covered in
Section 4 of this report, along with some cases that are still actively being investigated.

Between 15t April 2024 and 315t December 2024, CFT received information in respect of 112
potential irregularities (77 in 2023/24, 79 in 2022/23 and 91 in 2021/22) from a variety of
sources.

Page 82 of 108



.' I Birmingham

3.4

3.5

City Councnl

The referrals can be categorised by fraud type as follows:

FRAUD TYPE REFERRALS REFERRALS
RECEIVED RECEIVED
2023/24 01/04/24 to 31/12/24

Blue Badge Fraud 0 0% 0 0%
Code of Conduct 5 6.5% 4 3.6%
Computer Misuse 4 5.2% 6 5.4%
Conflict of Interest 1 1.3% 2 1.8%
Corruption 5 6.5% 4 3.6%
Dual Working / False Absenteeism 3 3.9% 3 2.7%
Employee Allowances 4 5.2% 4 3.6%
Financial Irregularity 2 2.6% 4 3.6%
Grant 5 6.5% 0 0%
Payment Diversion / Banking Fraud 6 7.8% 8 7.1%
Procurement / Contracts / Suppliers 7 9.1% 2 1.8%
Other - - 4 3.6%
Recruitment 0 0% 2 1.8%
Revenues — Rates, Clean Air Zone, PCNs 2 2.6% 10 8.9%
Salary Overpayment 23 29.9% 51 45.5%
Social Care 3 3.9% 4 3.6%
Theft 7 9.1% 4 3.6%
TOTAL 77 112

Fraud Referrals - Fraud Type

s REFERRALS RECEIVED 2023/24

»REFERRALS RECEIVED 01/04/2024 to 31/12/2024

The referrals can be categorised by service area as follows:

SERVICE AREA

NO. OF
REFERRALS
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Adults Social Care 23
Birmingham Children’s Trust 0
Children & Families 30
City Housing 19
City Operations 22
Council Management 17
Place, Prosperity & Sustainability 1
Strategy, Equalities & Partnerships 0
TOTAL 112

During the year, we have continued to receive an increased number of referrals relating to
salary overpayments. Due to the increased numbers, we are having to prioritise investigations
in this area according to the size of the overpayment or where there are other factors that
raise concern, such as a number of salary overpayments in a particular department or team.
The increased number of reported salary overpayments is due, in part, to some additional
proactive work that has been done to identify issues as early as possible. Many of our
investigations are highlighting issues with managers failing to update HR records in relation
to sickness absences, changes of hours or maternity leave. We continue to report our findings
with recommendations to improve working practices and are encouraged by the recent People
Services training sessions for managers on ensuring that absences and hours are recorded
correctly.

An increase in referrals relating to Revenues has come about as part of a National Fraud
Initiative (NFI) data matching exercise which identified a small number of Council and school
employees that are in receipt of Council Tax Reduction benefit and may not have reported
their current earnings. As part of this work, we ensure that any underpayments of Council
Tax are rectified and any dishonest failures to report changes of circumstances are
appropriately dealt with.

The Payment Diversion / Banking Fraud category can be broken down into 5 referrals
regarding payment diversions and 3 other banking fraud related concerns. Of the 5 payment
diversions, 3 related to schools and were unfortunately successful. Two diversions involved
school staff having their email accounts hacked and ultimately the bank details changed for
payment of their salaries for one month. The total value lost was just over £6,000. The third
school payment diversion involved impersonation of a supplier to get bank details changed,
resulting in a loss of £1,300.

The payment diversions involving school salaries appeared to be potentially an emerging
threat and so we met with colleagues from Schools Payroll, Schools HR and Digital and
Technology Services to form a working group to analyse the issues and explore the
implementation of additional controls. The working group have established a rapid response
plan to deal with a suspected school network hacking incident, which then could have a knock-
on effect in relation to fraud. Since the implementation of the plan in September 2024, the
working group has responded to two further suspected hacking events, alerting the IT
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providers at the respective schools and ensuring measures have been put in place to secure
their networks and prevent frauds occurring.

An investigation concluded in April this year found that an employee was engaged in
polygamous working, having two additional employment contracts that were in direct
conflict with his contractual hours at Birmingham City Council. We conducted a joint
investigation with another Local Authority who were also affected by the fraud, which was
referred to us by the individual’s manager who saw that he was using two laptops when
working in the office. The employee resigned during the disciplinary process. We
recommended that the Directorate issue an invoice to the former employee to recover
approximately £14,000 in salary paid for hours not worked.

3.10 We have continued to see a small number of social care related frauds reported to us, mainly

4.1

4.2

in respect of Direct Payments. In a case that was investigated this year, an individual who
failed to report the death of their relative in order to continue to claim social care funding has
been charged with six counts of fraud and money laundering. She will appear in court in
March 2025.

In May 2024, we issued an investigation report to senior management in Waste
Management recommending disciplinary action after a refuse collection driver was found
to have taken his vehicle significantly off his collection round into a neighbouring authority
area on two separate days. The investigation also found that the driver had driven in
excess of the speed limit and had taken excessive time for rest breaks. The driver later
tendered his resignation.

Application Fraud

Social Housing Fraud

During the year, we have continued to work closely with the City Housing Directorate, to
investigate and remedy all aspects of social housing fraud, including illegal sub-letting, non-
residency, false applications and concerns about Right to Buy. We also continue to provide
support in the use of the Data Warehouse to help them verify details submitted on housing /
homeless / Right to Buy applications in an effort to prevent fraud entering the system.

Between 15t April 2024 and 31t December 2024, we have so far recovered 20 Council
properties (42 in 2023/24, 30 in 2022/23 and 22 in 2021/22) with a combined indicative value
of £1,860,000*. The properties recovered are returned to the housing stock to enable those
with a genuine need for social housing to be provided with a home.
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We have also cancelled 164 housing applications prior to letting so far this year (247 in
2023/24, 260 in 2022/23 and 548 in 2021/22), with a combined indicative value of £531,360**.

*  Based on an indicative cost of £93,000 per property, source: Cabinet Office
**  Based on an indicative cost of £3,240 per application, source: Cabinet Office

This financial year, we have so far stopped 3 Right to Buy applications proceeding due to
concerns around the applications, resulting in £185,000 worth of property discounts being
saved (2 RTBs, £155,870 in discounts in 2023/24).

2021/22 2022/23 2023/24 To Dec 2024
Properties Recovered 22 30 42 20
Applications Cancelled 548 260 247 164
Right to Buys Stopped - - 2 3
Right to Buy Discounts - - £155,870 £185,000

A case concluded in October 2024 resulted in a tenant pleading guilty to 3 offences of
fraud and money laundering after he advertised his Council flat for rent on the Airbnb
holiday lettings site and dishonestly claimed a Single Person Discount on his Council Tax.
The tenant was sentenced to 14 weeks imprisonment, suspended for 18 months, 20 days
rehabilitation requirement and ordered to pay costs of approximately £5,200. In addition,
the Council’s property was recovered from the tenant, and he was required to pay
compensation to the Council in the sum of £8,500 in respect of the unlawfully obtained
rental payments and underpaid Council Tax.

Council Tax Fraud

4.5

4.6

Our work on Council Tax fraud so far in 2024/25 has resulted in a total of £236,811 worth of
adjustments in Council Tax liabilities being identified (£399,266 in 2023/24, £564,261 in
2022/23, and £336,703 in 2021/22). In each case, the account holder will be required to re-
pay the discount or reduction that was incorrectly claimed.

2021/22
£336,703

2022/23
£564,261

2023/24
£399,266

To Dec 2024
£236,811

Council Tax Adjustments

In more serious cases, where we have found that the account holder has failed to report a
significant change in their circumstances, or we have gathered evidence to show that they
have dishonestly and deliberately obtained a discount or reduction that they were not entitled
to, we are able to issue statutory penalties or refer the matter to Legal Services to consider
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commencing criminal proceedings. So far this year, we have issued 8 fixed penalties and
concluded 1 prosecution.

In October 2024, an individual appeared at Birmingham Magistrates’ Court for sentencing,
following an earlier guilty plea to fraud and money laundering offences. Between March
2011 and September 2022, the individual rented out a family property in Birmingham,
telling his tenant that he would oversee the payment of Council Tax to the Authority,
charging the tenant an additional £100 per month accordingly. However, he failed to
secure payment of the Council Tax to Birmingham City Council, instead keeping the
additional £100 for himself. He was sentenced to a Community Order for 18 months,
required to undertake 150 hours of unpaid work and 30 days rehabilitation requirement.
He had already paid compensation to Birmingham City Council in respect of the underpaid
Council Tax, in the sum of £13,800 and in addition was ordered to pay £9,580 in legal
costs.

School Admissions Fraud

4.7

4.8

5.1

5.2

We continue to work closely with the School Admissions & Fair Access Service to investigate
instances of suspected school admissions fraud. Unfortunately, each round of applications
sees a number of parents attempt to obtain an unfair advantage over other families by using
false addresses, or by providing other false information in their application forms to secure
their preferred school choice.

So far in 2024/25, we have investigated 16 suspected false applications for school places (17
in 2023/24). Of those 16 referrals, 11 cases (12 in 2023/24) were found to have included false
or misleading information and ultimately resulted in the offered school place being withdrawn,
or the applicant’s correct address being used to allocate a suitable school place within their
locality.

Intelligence

Birmingham Audit has the benefit of hosting a Data Warehouse, which pulls datasets from
multiple different Council databases, such as Electoral Roll, Council Tax, Social Care,
Schools, Payroll and Contact Centre records, into one, searchable system. This has proven
to be an invaluable resource in the fight against fraud and irregularity as it allows our
investigators to look across datasets simultaneously to highlight discrepancies and trace
offenders.

We are currently working with DTS to implement a new, modern cloud-based data warehouse
that will extend our ability to undertake data matching activities and allow investigators across
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the Council to access intelligence out in the field. We hope that the new solution will be ready
to use within the next few months.

National Fraud Initiative (NFI)

The National Fraud Initiative (NFI) is a mandatory data-matching exercise undertaken by the
Cabinet Office, which matches a variety of data across public bodies for the purpose of
identifying fraud and error. The initiative is repeated every two years, with each public body
required to submit their data by a certain deadline.

The 2022/23 exercise returned 37,684 matches of our data against that held by other public
bodies, where a potential anomaly had been identified. The Cabinet Office does not expect
all of these to be checked and provides guidance on the areas that they recommend are
investigated further, on a risk-based approach. Whilst the matches may be an indicator of
fraud or error, in most cases the match can be attributed to outdated or incorrect data, but
nevertheless still needs to be checked and if necessary, records put right. Work on this
exercise has now ceased but the work undertaken identified fraud and error totalling
£1,079,731.

The Cabinet Office also use the exercise to calculate savings achieved from acting on the
information provided, for example Blue Badges cancelled. Savings for the Council from the
2022/23 exercise were estimated to be £684,723.

The latest 2024/25 exercise began in October 2024 when the Council passed its main data
extract to the Cabinet Office. The Cabinet Office achieved a faster turnaround than in previous
years, and the initial tranche of 19,574 matches was returned late December 2024. We
expect further releases of matches in the coming months. Due to resourcing, we pass the
majority of these matches to the relevant service area for them to review, particularly those
relating to Housing Benefit and Housing Tenancies.

Conclusions

Countering fraud and error remains a priority for the Council. We continue to work on
reinforcing the message of ‘zero tolerance’ through prevention, detection and deterrence.
Where fraud is identified, we will take robust action, including commencing our own criminal
proceedings against those involved, applying financial sanctions, or reporting the matter to
the police. We will recommend disciplinary action against any employees found to be involved
in a fraud and will seek recovery of any fraudulently obtained funds wherever possible.

As part of our investigatory work, we continue to highlight weaknesses in systems and
procedures and make recommendations to assist management in addressing these issues.
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We therefore expect management to act decisively and implement our recommendations and
if necessary, take robust action against employees who choose not to comply.

Whilst it is difficult to assess the Council’s overall exposure to the risk of fraud and error, it is
safe to say that there will always be an increased risk in those areas where systems are weak,
or where controls are allowed to be circumvented. Managers must remain alert to this risk
and take responsibility for assessing it within their business area by ensuring that robust
procedures are in place and are followed. This is more important than ever with fewer
resources available.

Our continued commitment to tackle Social Housing Fraud has not only delivered financial
benefits to the Council; by freeing up scarce housing resources, but it also provides huge
social benefits by helping to ensure that these resources are allocated to those most in need.

Our commitment to enhancing our data analytics capability is key to identifying and stopping
fraud and error by proactively identifying anomalies for further investigation.

We are committed to provided effective anti-fraud preventive, detective, and investigative
services. Our anti-fraud approach is being reviewed as part of the Finance Recovery and
Improvement Programme Internal Audit Workstream to help ensure our processes remain
relevant and appropriate.

John Preston
Group Auditor — Corporate Fraud
Birmingham Audit
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4.4

EXECUTIVE SUMMARY

The Council adopted a new Whistleblowing and Serious Misconduct Policy in
April 2024. One of the requirements of the Policy was to provide an annual report
to the Audit Committee on whistleblowing.

This report provides further information in relation to whistleblowing referrals
received by the Council and the implementation of the approaches set out in the
revised Policy.

COMMISSIONERS’ REVIEW

Commissioners welcome this report. Individuals having the confidence to bring
to the attention of the Monitoring Officer their concerns under the Whistleblowing
Code is an important measure of the cultural health of the organisation. At the
beginning of the Best Value Intervention, Commissioners, who are Designated
Persons under the legislation, were in receipt of a number of such allegations,
because it was felt the Council would not take such concerns seriously, take too
long to look at them, or not deal with the underlying concern. This was patrticularly
true of the Oracle implementation and was referred to in the report to Full Council.

Since the relaunch of the process, the numbers of issues raised directly with
Commissioners has dropped and individuals are more willing to allow the Council
to deal with their concerns. Most importantly, even if the issue is not found to be
in the scope of the Code but requires other action and feedback from the Council,
building confidence that this will happen is essential.

RECOMMENDATIONS
That the Committee:

note the contents of the report to satisfy themselves that the process and
arrangements are operating effectively; and

make any recommendations for improvement in future reporting.

KEY INFORMATION

Context

The Council is required to have an effective whistleblowing policy and
arrangement in place.

In February 2024 a review of the Council’'s Whistleblowing and Serious
Misconduct Policy was undertaken.

In April 2024 Full Council approved two new whistleblowing policies. The first
policy was aimed at employees and the second covered whistleblowing
disclosures from third parties.

The Council was in the process of procuring a new Employee Assist Provider at
this time and one element of the procurement was a provider who could assist
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with supporting on whistleblowing disclosures, particularly for those individuals
who may wish to remain anonymous. The new contract was awarded to Viv-Up
in August 2024 and therefore minor amendments were made to the employee
Whistleblowing and Serious Misconduct Policy to include this detail.

The February 2024 review made a number of recommendations to improve the
whistleblowing process. These included:-

4.5.1 the separation of the employee and third party policy to ensure clearer
coverage of legal responsibilities and protections provided;

4.5.2 the introduction of an internal triage process when considering any
concerns raised, enabling a higher level of scrutiny and identification of
suitable next steps;

4.5.3 the need for a more robust approach to anonymous whistleblowing
concerns;

4.5.4 the introduction of a whistleblowing panel and a greater reporting process
to enable accountability and robustness in the approach taken.

The new Policy was followed from April 2024 (although the ability to support
anonymous whistleblowing concerns was not live until August 2024).

The Policy complies with the Public Interest Disclosure Act 1998 (Act) which
makes it unlawful to victimise, harass or treat someone unfairly because they
have made a ‘protected disclosure’.

A ‘protected disclosure’ is one made by the employee in the public interest and
in good faith with a reasonable belief that one or more of the following has
occurred, is occurring, or is likely to occur:

* A criminal offence

* A breach of any legal obligation

» A miscarriage of justice

» Danger to the health and safety of any individual

* Damage to the environment

» The deliberate concealing of information about any of the above.

If a concern does not fall into the categories specified in paragraph 4.8 above, it
will not be deemed a Whistleblowing matter. However, there are other Council
policies and procedures that an employee can avail themselves of such as the
grievance policy, dignity at work policy etc.

This is the first annual report provided to the Audit Committee on whistleblowing.

April 2024-January 2025

411

This report covers the 10 months from 15t April 2024 to 315t January 2025. This
timescale is necessary to ensure that reporting deadlines for the March Audit
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4.13

414

4.15

4.16

4.17

4.18

Committee could be met. The March 2026 Annual Report will cover the 12 month
period from 15t February 2025 to 315t January 2026.

It should also be noted that this report covered referrals received by the
Professional Standards Team (who lead on whistleblowing) either directly or
through referrals from managers within the Council. It is not possible for us to
report on whistleblowing concerns which may be received, and dealt with, by
service areas directly. The Policy does encourage staff to raise whistleblowing
concerns with a manager in their directorate area where they feel able to do so.

During the 10-month period identified, the Professional Standards Team received
37 referrals under the Whistleblowing and Serious Misconduct Policy.

35 of these referrals were received directly into the Whistleblowing email inbox
and 2 were received anonymously through the Viv-Up reporting portal.

For all 37 referrals, an informal triage process was undertaken by the
Professional Standards Team Manager and the Assistant Director (Law and
Governance). Where it was felt that the issues raised were serious a further
triage meeting took place with the Assistant Director (HR Improvement and OD)
to consider escalation through the whistleblowing process.

30 of the whistleblowing referrals (81%) were not considered to fall within the
criteria for progression under the Policy and fell within another investigation
process. In these circumstances, the matters were redirected to a more
appropriate Council department for consideration and response.

Of the remaining 7 referrals (19%), 4 have progressed to investigation (11%) with
three referred to the Internal Audit team for investigation in accordance with
defined Terms of Reference. 1 case was referred to an external organisation for
investigation (3%). Three cases (9%) remain at pre-investigation stage whilst
further information is obtained from the complainant to decide on the best form of
investigation.

Majority of the referrals (70%) came from named individuals and communication
with these individuals has been possible to obtain further information in relation
to the whistleblowing concern received. 27% of concerns came from anonymous
individuals with 2 of those through the new Viv-Up portal. One concern was
directed to the Council from an outside organisation.

Whistleblowing Referrals By Directorate

4.19

Whistleblowing referrals can be split by Directorate as follows:-

Council Directorate No. of Referrals Received
Adult Social Care 5 (13%)

Children and Families (including | 18 (48%)
Children’s Trust)

City Housing 1 (3%)
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City Operations 3 (8%)
Finance 2 (6%)
People Services 6 (16%)
Place, Prosperity and Sustainability 2 (6%)

The whistleblowing referrals received covered a number of different Directorates
within the Council although the largest concentration was in Children and
Families. Majority of these relate to schools and were, therefore, provided to the
governing body for investigation and response (whether under whistleblowing or
an alternative process).

Viv-Up Portal

421

4.22

4.23

The Viv-Up Portal was introduced in August 2024 and is a further tool for
employees to raise whistleblowing concerns. The service offers a helpline where
employees can discuss any concerns that they might have and receive pastoral
support when submitting a concern. There is also an online portal to submit a
complaint electronically using a guided form.

Any concerns raised with Viv-Up are sent through to the Council using its
Whistleblowing email address in the same was as any direct referrals would be.

The advantage of the Viv-Up Portal is that whistleblowers can submit complaints
anonymously should they feel it necessary to do so. In the event that the
whistleblower does not wish to disclose their identity they can complete the online
form and select to remain anonymous. The submission that is then provided to
the Council refers to the individual by reference number and not name. It is then
possible for the Professional Standards Team to communicate with the
whistleblower through the portal (to seek clarification or further information) on an
anonymous basis. This makes the process smoother than dealing with an
anonymous concerns where it is not possible to find out more details or update
the individual on what is happening.

Outcomes of Completed Whistleblowing Concerns

4.24

4.25

As set out in paragraph 4.13 above, 30 of the whistleblowing referrals received
were not thought to meet the whistleblowing criteria and should be dealt with by
alterative processes. Many related to grievance or dignity at work investigations.
Some required further investigation by the service area themselves or through a
HR advisor. None of the 30 referrals were “dropped” or ignored. All were referred
to a more appropriate process (although this was not always to the satisfaction
of the individual raising the concern).

Of the 7 concerns that are still sat with the Professional Standards Team, 3 are
waiting further information before being progressed and their status cannot be
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determined until a response is received. 3 further concerns are currently with
Internal Audit for investigation and these are ongoing.

One 1 whistleblowing concern has been concluded over the last 10 months. This
matter was referred to an external investigator in the previous financial year and
investigation started in February 2024. This matter has now been concluded and
relevant action taken. Further, following the outcome, a review has been
undertaken of anything that could have been done differently by the service area
to avoid any such claims arising in the future and action is being taken.

Conclusion

4.27

4.28

4.29

4.30

431

4.32

This is the first Annual Whistleblowing Report produced by the Council and
therefore we do not have previous years figures to use in comparison. This will
be possible when the next report is produced in 2026 and future years.

Employees are approaching the Councils whistleblowing email address, raising
concerns and engaging with the Professional Standards Team why the status of
the concern is determined. The introduction of the Viv-Up Portal is a welcome
addition to the ways that concerns can be raised but we have not seen a
significant increase in anonymous concerns through this process.

The new triage approach is providing a more robust approach to referrals
received and providing the ability to produce detailed and effective terms of
reference. The new Whistleblowing Panel is also providing support in considering
next steps and actions to be taken.

Whilst it is early days for the amended Policy it is hoped that the process will
become more embedded and allow more information to be provided to Audit
Committee in future years.

Proposal and Reasons for Recommendations

That Audit Committee note the report and make any recommendations for
improvement that are felt necessary. The Audit Committee should be satisfied
that the Council is undertaking its statutory duty robustly and has oversight of
this.

Other Options Considered

There are no other options available to the Committee in relation to this report.
The Committee, under its terms of reference, are required to receive this report.

RISK MANAGEMENT

There are no risks identified in relation to whistleblowing. Further training has
been undertaking by those individuals leading on this process over the last 12
months and a more robust and structure approach is being taken to the triaging
of concerns received.
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6.1

6.2

6.3

7.1

7.2

7.3

7.4

7.5

7.6

MEMBER ENGAGEMENT

Ward Councillor(s)
Not applicable.

Overview and Scrutiny
Not applicable.

Other
Not applicable.

IMPACT AND IMPLICATIONS

Finance and Best Value

There are no direct financial implications associated with this report. Effective
whistleblowing can benefit the Council through tackling and preventing fraud and
reducing financial and reputational loss. It can also help inform improving the
financial control environment.

Legal

This report complied with the Council’s Officer Code of Conduct. There are no
legal implications associated with this report. The Public Interest Disclosure Act
1998 creates a framework for whistleblowing across a workplace. The Act
provides individuals in the workplace with protection from victimisation where
they make a protected disclosure. The Council’s Whistleblowing and Serious
Misconduct Policy gives effect to this statutory requirement.

Procurement
There are no procurement implications arising from this report.

People Services

This report fulfils the requirements of The Prescribed Persons (Reports on
Disclosures of Information) Regulations 2017. The Policy is widely available to
all officers through the Council’s intranet and to third parties through the Council’s
website.

Corporate Parenting

There are no implications or opportunities in relation to the Corporate Parenting
responsibility arising from the recommendations in this report.

Other
There are no other implications arising from the recommendations in this report.
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APPENDICES
None

BACKGROUND PAPERS
None
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BIRMINGHAM CITY COUNCIL

AUDIT COMMITTEE

5 March 2025

SCHEDULE OF OUTSTANDING ACTIONS

Note: As of 30 September 2021 — Responses to outstanding actions to be made within a 2 month period
unless there is an exceptional reason.

Completed & discharged
Approaching 2 months

2 months +

O] &

Ongoing work or training

MINUTE SUBJECT MATTER COMMENTS
NO./DATE

-1-
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MINUTE SUBJECT MATTER COMMENTS
NO./DATE
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MINUTE SUBJECT MATTER COMMENTS
NO./DATE

748 INTERNAL AUDIT UPDATE: JANUARY —
24/04/2024 FEBRUARY 2024 Update report to a
future meeting
Additional actions:
TBC
(i)  Noted a report to be provided on the External
Support and Independent Review for Internal
Audit. This would include work around capacity,
capability, and training requirements for internal
audit.
749 EXTERNAL AUDIT UPDATE
24/04/2024
Additional actions:
(i) Information around how decisions were Mohammed Sajid/
made have been extracted from Grant Fiona Greenway
Thorntons work. Lessons learnt
documentation had been brought together
which indicate how the mitigate situations
happening again. This would be shared with
the Committee;
749 EXTERNAL AUDIT UPDATE Deborah Carter-
24/04/2024 Hughes
Additional actions:

-3-
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MINUTE
NO./DATE

SUBJECT MATTER

COMMENTS

(vii)  Officers would provide and update on the
data breaches reported to the ICO by the
Council and if all those concerned had been
notified;

749
24/04/2024

EXTERNAL AUDIT UPDATE

Additional actions:

(i)  An update to be provided on issues flagged by
employees on the Oracle system around the
reporting; and

Fiona Greenway/
Philip Macpherson

749
24/04/2024

EXTERNAL AUDIT UPDATE

Additional actions:

(x) An update to be provided on financial
reporting controls and issues access to
reports not being appropriately restricted and
effectiveness of budget monitoring. Members
to be advised how did this came to light and
assurance this is being dealt with.

Mohammed Sajid/
Fiona Greenway

751
24/04/2024

FINANCE UPDATE

Additional actions:

(i) A timeline and deep dive on the transfer from
SAP to Oracle system to be shared with the
Committee.

To include details on; UAT’s and how thorough
these were; lessons learnt; what happened with
Oracle; when this happened; who was involved;
information on the technical and management
control issues and building on reports from
External Audit;

Fiona Greenway/
Philip Macpherson

Update: Grant
Thornton are
conducting a VIM
review regarding
Oracle — Await for the
published reviews.

-4 -
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MINUTE SUBJECT MATTER COMMENTS
NO./DATE
753 ANNUAL GOVERNANCE STATEMENTS 2020-21
24/04/2024 AND 2021-22
Additional action:
(i) The Council’s Annual Statement of Account | Deborah Carter-
for these two financial years to also include Hughes
further commentary on the following areas as | (Assistant Director
suggested by the Committee Members. Legal Services —
These were noted as: Corporate Law &
Deputy Monitoring
- Details on the failure to deliver savings to | Officer
be incorporated into the 2020/21 and
2021/22 AGS addendum.
- Detalls on the changes of job role and
organisational structure change in order
for the AGS to reflect an accurate
position.
- Details of turnover of senior officers
- Comparison with other core cities best
practice of leadership across other local
authorities should be explored as a
comparators in order replicate good
practice in Birmingham.
755 OTHER URGENT BUSINESS
24/04/2024
Additional actions:
(i) Corporate Risk Register to be shared atthe | Anthony Farmer
next meeting. (Head of Risk
Management)
(i)  Details on the descoping of the Oracle risk Philip Macpherson
Management and the governance around (Oracle Programme
this to be shared at a future meeting Lead)
8 INTERNAL AUDIT ANNUAL REPORT AND OPINION
17/07/2024 2023-24

Additional actions:

(i) Noted an update on the current position of
Home to School Transport and the
deliverability on the savings to be shared in a
future update; and

Craig Price

-5-
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MINUTE
NO./DATE

SUBJECT MATTER

COMMENTS

9
17/07/2024

INTERNAL AUDIT UPDATE: MARCH — MAY 2024
INCLUDING WORK PLAN

(i) Noted for an update to be shared on the
issues on the security configuration and
segregation of duties within Oracle. This to
include updates on the reimplementation of
Oracle and progress on segregation of
duties; and

Finance Team

9
17/07/2024

INTERNAL AUDIT UPDATE: MARCH — MAY 2024
INCLUDING WORK PLAN

(i)  Noted for updates to be shared on the
Internal Audit follow up reports around Day
Centres. A scope related to the individual
pieces of work to be shared with the
Committee.

Craig Price

44
23/10/2024

INTERNAL AUDIT UPDATE: AUGUST 2024

(1) That a report be submitted to
January/February 2025 Audit Committee
meeting in terms of the implementations of
these recommendations.

(i) Audit Committee recommend to the Chair of
Health and Adult Social Care Overview and
Scrutiny Committee that they consider the
operational issues raised within the Internal
Audit report in relation to the disabled
facilities grant — operational delivery; and

(i) The Committee requested an exception report
when agreed actions against internal audits
recommendations detailed within the
disabled facilities grant — operational delivery
reports were not delivered within the
specified timescales.

Craig Price

46
23/10/2024

LOCAL GOVERNMENT AND SOCIAL CARE

OMBUDSMAN ANNUAL REVIEW LETTER 2023-24

0] A report built into the work programme in six
months’ time, progress on the pilot response
to the Ombudsman letter with data presented
that Members could understood; and

Deborah Carter -
Hughes
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MINUTE
NO./DATE

SUBJECT MATTER

COMMENTS

(iv)  For the report to be shared with all the
Scrutiny Committees.
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