
 



 

1 
 

Newcastle City Council Narrative Report 2020/21  

1.  Introduction         

The accounts of such a large and diverse organisation as Newcastle City Council are 
by their nature both technical and complex.  This report provides an explanatory 
narrative to key elements of the statements and sections in the accounts and also 
provides a summary of the Council's financial performance for 2020/21 and its future 
financial prospects.  

This report provides the reader with:  

• A guide to the different financial statements within the Statement of Accounts 

• An overview of the activities and significant matters which occurred during the 
year 

• A summary of the Council's financial performance during the year ended 31 
March 2021 and its financial position at that date 

• A look ahead to 2021/22 and beyond 

 

2.      Financial Impact of Covid-19 

As reported to Cabinet in September, Covid-19 and the lockdown restrictions had a 
devastating impact on our ability to implement and deliver our 2020/21 General Fund 
revenue proposals. We estimated the combined financial pressure to be well over 
£60 million. The projection at the end of the first quarter was that we needed to 
reduce expenditure by £32 million to meet our legal requirement to set and operate 
within a balanced budget. Cabinet approved a range of in-year management actions 
to address this. 

We have closely monitored the implementation and impact of the in-year 
management actions and at the end of the financial year, our net expenditure in 
2020/21 was £234.2 million. When compared with the net revenue budget of £234.6 
million, this represents an underspend of £0.4 million. 

The financial outturn against the revenue budget was presented to Cabinet in June 
2021.  The following table summarises the position by Directorate (figures in 
brackets represent an underspend): 

 

http://mgov001/ieListDocuments.aspx?CId=857&MId=12624&Ver=4
http://mgov001/ieListDocuments.aspx?CId=857&MId=12624&Ver=4
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Key factors to note from this outturn position are as follows: 

Adult Social Care & Integrated Services 

• Adult Social Care overspent against budget by £20.4m due mainly to additional 
costs incurred as a result of the Covid-19 lockdown and higher than expected 
demand across all the main client groups but primarily in relation to learning 
disability and physical disability commissioned services.   

• Integrated Services underspent against budget by £1.0m due mainly to lower 
than expected staffing costs within in-house care services. 

Children, Education & Skills 

• Children’s Social Care underspent against budget by £4.0m.  Although the 
service has seen increasing numbers of looked after children as a result of the 
Covid-19 lockdown, this has been managed using in-house fostering and 
residential placements. 

Operations & Regulatory Services 

• Facilities Services & Civic Management overspent against budget by £0.7m due 
mainly to income shortfalls due to the Covid-19 lockdown. 

• Local Services overspent against budget by £0.8m due mainly to income 
shortfalls arising from the Covid-19 lockdown. 

• Operations overspent against budget by £0.6m due mainly to income shortfalls 
arising from the Covid-19 lockdown. 

• Parking overspent against budget by £11.9m due mainly to income shortfalls 
arising from the Covid-19 lockdown. 

Place 

• Commercial Development & Property Services overspent against budget by 
£12.1m due to the slowdown in the retail sector in the previous year and further 
property rental income shortfalls arising from the Covid-19 lockdown. 

• Development Management overspent against budget by £0.4m due mainly to 
planning fee income shortfalls arising from the Covid-19 lockdown. 

• Transport overspent against budget by £1.2m due mainly to income shortfalls 
arising from delays to capital schemes as a result of the Covid-19 lockdown. 

Corporate items / reserves 

Corporate items consists of a range centrally managed budgets such as treasury 
management, historic pensions costs, severance costs and insurance costs.  
Corporate items underspent by £40.2m as shown in the following table: 

 



 

3 
 

Newcastle City Council Narrative Report 2020/21  

3.      Economic recovery from Covid-19 

During 2020/21 the Council received £147.9m in grant funding relating to the Covid-
19 pandemic. Of this total, the Council acted as an agent for £86.3m (58%), where 
the Council distributed grant monies to eligible recipients and had no control over the 
amount allocated. The Council acted as Principal for the remaining £61.6m (42%), 
having discretion over who receives the grant. 

Residents, industry experts, businesses and community groups will work together on 
Newcastle’s plans for economic recovery. They will be part of a shared vision for the 
future that will shape the city as a place to live, work and do business.  

On behalf of the city and together with a broad range of stakeholders, Newcastle City 
Council will create a ten-year plan, which will look to reinvent and accelerate their 
ambitions for an inclusive, green, and prosperous economy.   

Working in partnership with NewcastleGateshead Initiative (NGI) the council will 
embark on an extensive engagement process, to gather insight on how best to 
recover, build new partnerships and identify projects and opportunities for 
collaboration.  This builds on previous dialogue with the city’s public and private 
sector businesses, with intelligence and insight informing the development of a plan 
that will take the city forward to 2030.  

Led by NGI, a series of stakeholder workshops will facilitate discussions around key 
themes, challenges, and ambitions for the future. As part of this process, and to 
make sure everyone’s voice is heard, all residents can give their views online and 
participate in virtual citizen panels.  

This ten-year vision for recovery, will set out how the city will support the wellbeing of 
their people and communities, drive innovation and create jobs, continue to 
transform the city centre and neighbourhoods, and invest in infrastructure to meet 
future needs.  All underpinned by a commitment to net-zero and creating a more 
inclusive and equal society. 

 

4.      Guide to the Statement of Accounts 

The Statement of Accounts sets out the financial performance of the Council for the 
year ended 31 March 2021 and its financial position at that date.  They have been 
prepared in accordance with proper practices as set out in the Chartered Institute of 
Public Finance & Accountancy (CIPFA) Code of Practice on Local Authority 
Accounting in the United Kingdom (the Code).  The Code requires that the accounts 
give a true and fair view of the financial position of the Council.  In line with the Code, 
suitable accounting policies have been applied, and where necessary prudent 
judgements and estimates have been made. 

The accounts feature four main financial statements:  

• Movement in Reserves Statement 



 

4 
 

Newcastle City Council Narrative Report 2020/21  

• Comprehensive Income and Expenditure Statement 

• Balance Sheet 

• Cash Flow Statement 

The purpose of each of the above statements is described at the end of this report.  
The actual statements are contained within the accompanying Statement of 
Accounts document, which also includes detailed notes providing further explanation 
in relation to specific amounts and balances. 

The main statements are supplemented by four further sections: 

• Explanatory Notes to the Core Statements 

• Housing Revenue Account (HRA) 

• Collection Fund  

• Group Financial Statements 

These statements and accounts collectively provide a comprehensive view of the 
Council's financial position during the period to which they relate.   

The Council seeks to make best possible use of resources available with regard to 
economy, efficiency and effectiveness.  This responsibility is shared by Members 
and officers of the Council along with the Director of Resources having a specific role 
in ensuring the adequacy of resources and proper financial administration.  2021/22 
is the third year of the Council medium term plan which was approved by City 
Council as a basis for planning in March 2019.  As so much has changed, 
particularly in response to Covid-19, a two year medium term plan (Build Forward 
Better) was agreed by City Council and published in March 2021.  The 
accompanying Statement of Accounts looks back at our performance over the past 
year (2020/21).  Reviewed together they provide the reader with an understanding of 
the financial position of the Council. 

In order to obtain a wider view of activities, priorities and plans, the Council produces 
a Council Plan setting priorities for the year ahead and detailing the values that 
underpin our work.  By explaining what the Council will do to improve outcomes for 
people in the City, it helps staff see how the work they do makes a difference to the 
lives of people who live, work and learn in Newcastle.  The plan informs the 
allocation of resources through our revenue budget and capital investments, creates 
the basis for the planning of services across the Council and makes the Council’s 
contribution to city wide issues clear to its partners.   

Key points to note from the Statement of Accounts are as follows:  

• Our net revenue expenditure in 2020/21 was £234.2m (2019/20 £226.8m). 
When compared with the net revenue budget of £234.6m (2019/20 £227.1m), 
this represents an underspend of £0.4m (2019/20 underspend of £0.3m). 

• The General Fund unearmarked reserve was maintained at £10.1m which 
represents no movement on the previous year. 

https://www.newcastle.gov.uk/local-government/budget-performance-and-spend/council-plan-and-budget/build-forward-better-our
https://www.newcastle.gov.uk/local-government/budget-performance-and-spend/council-plan-and-budget/build-forward-better-our
https://www.newcastle.gov.uk/local-government/budget-performance-and-spend/council-plan-and-budget
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• Net assets/total reserves decreased during the year from £273.4m to £82.3m.  
Within this, General Fund earmarked reserves increased from £99.9m to 
£198.3m.  Note 32 to the accounts on page 90 gives a full breakdown of these 
reserves.   

• Total capital investment during the year was £80.7m (£149.4m in 2019/20) 
through the capital programme.     

5.      Revenue Financial Summary 2020/21 

Revenue expenditure covers the cost of the Council's day to day operations and 
contributions to and from reserves. 

Within the accompanying Statement of Accounts document, the Comprehensive 
Income & Expenditure Statement (CI&ES, page 12) sets out the Council’s financial 
position for the year before taking account of statutory adjustments required to be 
made to the accounts.  The Movement in Reserves Statement (MIRS, page 11) 
reflects these statutory adjustments and shows how the financial performance for the 
year has impacted on the Council’s reserves. 

The gross cost of services during the year was £832.3m (£871.9m in 2019/20) and 
this is shown within the CI&ES on page 12 of the Statement of Accounts.  This 
includes both General Fund services and the Housing Revenue Account (HRA).  
After deducting specific grants and income from fees and charges, the net cost of 
services was £201.8m (£268.5m in 2019/20) which again is shown within the CI&ES 
on page 12 of the Statement of Accounts.     

The breakdown of gross expenditure, gross income and net expenditure (General 
Fund) between the different service areas is shown in the following charts and 
corresponds to the Comprehensive Income & Expenditure Statement presentation.  
Corporate costs have been excluded from the analysis on the basis that this includes 
technical pension adjustments: 
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Revenue expenditure covers the cost of the Council's day to day operations and 
contributions to and from reserves.  This expenditure is offset by various types of 
income received by the Council.   

The net cost of service of £201.8m (£268.5m in 2019/20) which can be seen on page 
12 of the Statement of Accounts was funded from a range of sources including 
Revenue Support Grant, Business Rates and Council Tax.  The average band D 
Council Tax for 2020/21 for the Council (excluding precepts) was £1,929.24 
(£1,860.03 in 2019/20), with an average Council Tax per dwelling (excluding 
precepts) of £1,065.76 (£1,028.17 in 2019/20).  This ranked the Council as the 297th 
lowest out of 314 local authorities for the average Council Tax amount per dwelling.  

The Comprehensive Income & Expenditure Statement on page 12 of the Statement 
of Accounts shows a net deficit for the year of £191.1m (2019/20 net deficit of 
£24.5m) which is after re-measurement of the defined benefit pension liability and 
revaluations of property.  These charges are reversed out through the Movement in 
Reserves Statement (MIRS, page 11) so they do not have any impact on the 
underlying level of resources available to the Council. 
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6.      Capital Investment  

Capital investment during the year totalled £80.7m (£149.4m in 2019/20).  This 
consisted of £80.7m (£126.8m in 2019/20) direct capital expenditure incurred by the 
Council and £Nil (£22.6m in 2019/20) capital expenditure via long-term capital loans 
to third parties.  An analysis of capital investment by Directorate and funding source 
are shown in the following charts:  

 

 

 

The significant capital projects / programmes with spend over £1.0m by Directorate 
were as follows (figures in brackets represent total capital investment, which is 
funded from a range of sources):  

Children, Education and Skills  

• Simonside Primary School (£6.6m) 

Operations & Regulatory Services  

• Park Trust (£1.7m) 



 

9 
 

Newcastle City Council Narrative Report 2020/21  

Place  

• Annuity Lease Back Model (£2.1m) 

• Disabled Facilities Grant (£1.7m) 

• LED Replacement – Streetlights (£3.9m) 

• Loadman Street Groundworks (£1.5m) 

• Office Accommodation Refurbishment (£1.4m) 

• Road & Footpath Maintenance (£2.2m) 

Resources 

• IT Technical refresh programme (£1.2m) 

Housing Revenue Account? 

• Adaptations Programme (£1.0m) – installation of disabled adaptations to HRA 

properties 

• Aln Crescent / Broomyhill Road New Build (£1.0m) – new build of 16 units 

• Bathroom Replacement (£1.7m) – lifecycle replacement of bathrooms in HRA 

properties 

• Boiler Programme (£1.0m) – lifecycle replacement of boilers in HRA properties 

• Fire Door Replacement (£6.3m) – upgrade of fire doors to meet health & safety 
standards in multi-storey HRA blocks 

• Hartburn / Reestones New Build (£2.2m) – new build of 46 units 

• Roofing Programme (£2.0m) – lifecycle replacement of roofs to HRA properties 

• Scotswood Extra Care New Build (£4.5m) – new build of 54 units (Addison Court) 

• Shieldfield Communals (£1.1m) – refurbishment and upgrade of communal areas 

in HRA blocks at Shieldfield 

• Smoke Alarm Replacement (£1.8m) – lifecycle replacement of smoke alarms in 

HRA properties 

• Voids Programme (£2.4m) – capitalisation of reinstatement works to void HRA 

properties 

• Windows & Doors Replacement (£2.1m) – lifecycle replacement of windows and 
doors in HRA properties 
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An analysis of how this capital investment was financed is shown in the following 
chart: 

 

 

7.      Housing Revenue Account (HRA) 

The HRA Income & Expenditure Statement on page 137 of the accounts sets out the 
financial position for the year before taking account of statutory adjustments required 
to be made to the accounts.  The Statement of Movement on the Housing Revenue 
Account on page 138 reflects these statutory adjustments and shows how the 
financial performance for the year has impacted on HRA reserves.  

The HRA Income & Expenditure Statement shows a net surplus for the year of 
£5.839m (net deficit of £0.049m in 2019/20).  

8.      Treasury Management 

The Balance Sheet on page 13 shows external borrowing of £781.0m as at 31st 
March 2021, which is split between short term borrowing (£12.7m) and long-term 
borrowing (£768.3m).  This compares to total external borrowing of £792.2m as at 
31st March 2020 (£42.4m short term borrowing and £749.8m long term borrowing).  
External borrowing is within our agreed Treasury Management authorised limit of 
£948.8m (excluding PFI). 
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The Balance Sheet also shows that there were short term external investments at 
31st March 2021 of £33.0m which represented £5.0m invested with another local 
authority and £28.0m invested with the UK Debt Management Office (Treasury) 
generating a fixed interest return.  The council maintained its investments in line with 
the limits agreed by City Council in March 2020 (updated in November 2020) 
throughout the year.   

9.      Debtors 

The Balance Sheet on page 13 shows short term debtors of £138.1m as at 31st 
March 2021 compared to £97.7m at the end of the previous year.  These balances 
are analysed in more detail in Note 21 on page 73.   

10.     Income Collection      

Council Tax collection is 95.55% which is 1.47% lower than in 2019/20 at 97.02%; 
this still remains the highest collection rate in the core cities benchmarking group.  In 
2020/21 restrictions were in place that suspended recovery and enforcement work in 
Council Tax with only one recovery cycle being instigated up to liability order and 
enforcement work was completely suspended.  In 2021/22 our full recovery and 
enforcement cycles have resumed to pick up all arrears from 2020/21. 

Business Rates collection is 94.24% which is 4.82% lower than in 2019/20 at 
99.06%; this still remains the highest collection rate in in the core cities 
benchmarking group. In 2020/21 all recovery and enforcement work in Business 
Rates was suspended and this is due to be reviewed in July once Covid-19 reliefs 
end and new bills are issued. 

During 2020/21 100.2% of housing rents due in the year were collected, which is an 
improvement on the previous year where 98.8% of housing rents due in the year 
were collected.  With a lot of uncertainty due to the global Covid-19 pandemic the 
YHN Income Collection Service changed from a reactive service to a proactive 
support service identifying and understand people’s circumstances before taking 
recovery action.  Over the course of the year we saw an increase in Universal Credit 
claimants (over 3,000) and further increases in the number of customers failing to 
meet their agreed direct debit payments (over 4,500).  The introduction of a Financial 
Inclusion Service in September 2019 paved the way for our improved performance, 
with the team helping customer claim over £2.2m in entitled benefits. 

Sundry debt collection in 90 days at the end March 2021 was 87.5% which is slightly 
lower than in March 2020 (90.0%), no official recovery of sundry debt took place 
between April and September due to restrictions however in 2021/22 full recovery 
cycles have resumed and it is therefore anticipated that performance will improve. 
There is no benchmark comparison with other councils as performance measures 
differ somewhat in this area. 

 

 

 

https://democracy.newcastle.gov.uk/ieListDocuments.aspx?CId=218&MId=12176&Ver=4
https://democracy.newcastle.gov.uk/ieListDocuments.aspx?CId=218&MId=12535&Ver=4
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11.    School Balances       

Individual school balances at the end of the year totalled £14.5m compared to 
£10.3m at the end of the previous year.  These balances will change year on year as 
schools utilise or increase their balance.  Balance levels also change where a school 
converts to an academy and the retained balance transfers on conversion.  Schools 
hold balances to mitigate against a range of financial risks or to provide for planned 
large items of one-off expenditure.  Schools holding balances need to be able to 
illustrate that the balance is held for a specific purpose and will be spent within a 
defined timescale and have been approved by governors.  This process is monitored 
and subject to annual review by the Schools Forum.  

Schools also hold balances to address anticipated funding shortfalls, to mitigate 
against known cost pressures and forecast variations in pupil numbers. 

12.    Pension Costs         

The Council is a member of the Tyne and Wear Pension Fund (the pension fund), 
which is part of the Local Government Pension Scheme, which provides defined 
benefits based on members’ final pensionable salary and years of service.  In 
accordance with IAS19, the Council is required to value all pension liabilities that 
have accumulated at the end of the year consisting of:   

• Pension benefits that are being paid out to former employees who have retired 

• Pension benefits earned to date by current employees but not yet paid out 

IAS19 also requires the Council to value all investments held by the pension fund at 
market value at the end of the year. 

When assets and liabilities at year-end are compared this results in a surplus or 
deficit. At the end of the year there was a pension fund deficit of £878.4m and this is 
disclosed on the Balance Sheet on page 13.  This compares with a deficit of 
£693.0m at the end of the previous year.  The level of deficit can vary year on year 
due to the assumptions made by the pension fund actuary in determining the 
discount factor used when assessing the fund.  This can significantly change the fair 
value of fund liabilities.  The deficit as at 31st March 2021 takes into account the 
national judgements on McCloud and Guaranteed Minimum Pensions (GMP).  The 
actuary valuation is influenced by a number of wider economic factors.  Note 29 to 
the accounts on page 80 provides further analysis and disclosure of the Pension 
Fund Liability. 

 

The sustainability of public sector pension schemes is dependent on the funds ability 

to generate returns (hence the use of equities in the main which tend to outperform 

other asset classes over the longer term) sufficient to cover the future payments to 

pensioners.  There are a number of factors that cause volatility in the valuation of the 

pension assets and liabilities which are used by the fund actuary to calculate the 

accounting values on the fund as follows: 
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• Equities (shares) which can be very volatile in the short term. This could lead 

to significant movements in the asset values between years but in the long-

term equity values generally increase. 

• Bond yields can also be very volatile.  A decrease in bond yields will increase 

the value of the liabilities but this is marginally offset by an increase in the 

fund assets. 

• Pension fund liabilities are linked to either pay or price inflation.  Higher 

inflation expectations will lead to an increase in the pension funds liabilities. 

• Life expectancy is increasing which means that the future liabilities are 

increasing in line with the expectations of pension payments to existing and 

future pensioners. 

Assumptions are made by the actuary on all of the above based on information 
available to them from the pension fund and national data.  Being a funded scheme 
means that any deficits must be picked up by the employers within the fund based 
on a tri-annual valuation.   

13.    Material Items of Income and Expenditure  

During 2020/21 the following material item of income / expenditure warranted 
separate disclosure, as detailed below and in Note 6 on page 33.   

Pension Liability:  

• On an annual basis, each member of the Tyne and Wear Pension Fund is 
required to re-measure its liability to the fund and account for any changes in 
its accounts. The changes are determined by an actuary who makes 
assumptions that cover average life expectancy, inflation which affects 
pension increases, the ability of investments to generate returns and salary 
increases which increase member contributions. The change identified is 
charged against the Pension Reserve with the corresponding entry being 
recognised in the CI&ES. 

• The McCloud / Sargeant ruling on judges pension and fire fighter schemes 
identified a requirement for these pension funds to ensure that members 
pension benefits are not affected by Government reforms to the pension 
schemes. This has implications for other public sector pension schemes 
reformed at the same time. In addition the Lloyds Bank High Court case ruling 
states that all pension schemes need to equalise Guaranteed Minimum 
Pensions between male and female employees. The actuary has now 
factored in the impact on the pension scheme of these high court judgements. 

• 2020/21 saw the introduction of the Goodwin ruling, highlighting changes 
required to public service pension schemes where provisions for survivors 
benefits of a female member in an opposite sex marriage are less favourable 
than for a female in a same sex marriage or civil partnership, and that 
treatment amounts to direct discrimination on grounds of sexual orientation. 
These changes are yet to be reflected in the LGPS regulations so are not 
included in pension calculations as at 31st March 2021. 

• In 2020/21, using the above assumptions, the actuary identified an increase in 
the pension liability of £185.5m, largely made up of a remeasurement gain of 
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£252.4m on assets offset by £428m actuarial losses based on financial 
assumptions. This compares to the 2019/20 assumptions when the actuary 
identified a decrease in the liability of £42.7m.  The reason for the change 
derives mainly from movements caused by Actuarial views of assumptions 
used when calculating the pension liability.    

Provisions:  

• The Collection Fund NDR appeals provision at 31 March 2021 was £32.5m.  
51% (£16.6m) of the provision lies with MHCLG and the Tyne and Wear Fire 
Rescue Authority (TWFRA) and has therefore been transferred to the NDR 
agency debtor/creditor account.  The Councils short term provisions have 
reduced by the transferred amount. This compares to 26% of the provision in 
2019/20, during which the Council took part in a one year NNDR pilot scheme 
for increased rates retention. Other grant income from MHCLG was reduced 
accordingly during 2019/20. 

Asset Transfers:  

• Walbottle Campus Technology College converted to academy status on 1st 
September 2020, at a net book value of £32.2m. This has been treated as a 
disposal in the 2020/21 financial statements. 

Material Revaluation Decrease 

• In 2020/21 material revaluation losses on Eldon Square shopping centre have 
been charged to CIE&S totalling £44m. 

Covid-19 Grants:  

• During 2020/21 the Council received £147.9m in grant funding relating to the 
Covid-19 pandemic. Of this total, the Council acted as an agent for £86.3m 
(58%), where the Council distributed grant monies to eligible recipients and 
had no control over the amount allocated. The Council acted as Principal for 
the remaining £61.6m (42%), having discretion over who receives the grant. 

14.   Restatement 

There were no circumstances identified which required a prior period adjustment to 
the accounts. 

15.   Group Results  

The Group Accounts included as part of the Statement of Accounts fully incorporate 
the results of Your Homes Newcastle Group (YHN).  Full details of the relationship 
can be found in the Group Introduction on page 151 of the Statement of Accounts. 

The Group results show a deficit for the year of £212.6m (deficit of £30.6m in 
2019/20).  The net assets of the Group stood at £36.2m at 31st March 2021 
(£248.8m at 31st March 2020). 
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Other entities which fall within the potential group boundary, but which are not 
consolidated into the Group Accounts as they are not considered to be material, are 
detailed within the Related Parties Note 15 within the Statement of Accounts on 
page 46. 

16.   Accounting Developments and critical judgements 

In applying the accounting policies set out in Note 42 of the Statement of Accounts 
(Statement of Accounting Policies) the Council has had to make certain judgements 
about complex transactions or those involving uncertainty about future events.  The 
critical judgements made in the Statement of Accounts are considered to be: 

• There is a high degree of uncertainty about future levels of funding for local 
government. However, the Council has determined that this uncertainty is not 
yet sufficient to provide an indication that the assets of the Council might be 
impaired as a result of a need to close facilities and reduce levels of service 
provision 

• Determining whether an arrangement meets the definition of a service 
concession within the scope of IFRIC (International Financial Reporting 
Interpretations Committee)12 

• Determining whether a substantial transfer of risks and rewards has occurred 
in relation to leased assets 

• Determining where ownership and control lies in relation to Voluntary Aided 
(VA) and Foundation Trust Schools, and whether or not the land and buildings 
of these schools should be recognised in the Council's Balance Sheet 

• Determining the impact of IFRS9 on the accounts (see Note 19) 

• Determining the impact of IFRS 15 on the accounts 

• Determining whether the Council has to produce group accounts 

• Property valuations have been conducted in line with all current RICS 
guidance in relation to Covid-19.  The Covid-19 virus is likely to affect the 
work carried out by RICS Regulated Members in a variety of ways, with 
varying impacts. The exact consequences of the Covid-19 outbreak are 
unknown but inspecting property is likely to be difficult either through a firm’s 
own internal procedures, government imposed restrictions or unwillingness of 
occupants to grant access. Access to evidential data such as comparables 
may also be less freely available 

• Following a review of the Council's contracts, Private Finance Initiative (PFI) 
schemes have been recognised on the balance sheet as they meet the 
criteria of IFRIC12, however no other contracts are within the scope of 
IFRIC12.           

Additional accounting developments have been reviewed and determined to have no 
impact on the Council, see Note 38 (page 101) within the Statement of Accounts.  

17.   Financial Planning - Priorities  

It is essential the Council is clear on the outcomes to be achieved for residents so 
that we can prioritise how we use resources accordingly. 
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The council has five themed priorities.  Performance against these priority areas is 
reported on a quarterly basis to Cabinet. 

There is one dashboard for each of our five themed priorities:  

• Employment: creating more and better jobs 

• Education and skills: the best learning opportunities for all 

• Environment: a clean, green and safe Newcastle 

• Health and social care: a healthy, caring city 

• Housing: building more and better homes 

There is also a dashboard related to enabling delivery of the themed priorities 

We use a range of indicators within the dashboards to show how we are performing 
and working towards our ambitions set out in the Council Plan. Each dashboard 
includes four indicators with explanatory and supporting narrative alongside. This 
design allows us to review and change the indictors we report each quarter, 
reporting data as it becomes available. 

For some indicators, we are directly responsible for services that impact upon how 
well we do. Targets relating to these are set out in associated plans, for example, our 
housing and development plans set out in our Local Development Plan and our local 
service standards are published on our website. 

For other indicators, we are not always directly responsible for the services, they are 
often led by our partners with whom we work to make a difference. One example of 
this is the level of crime. For these, it is not appropriate for us to set out targets, but 
we include these indicators as they provide a measure of how the city is doing and 
details of how we’re working together towards shared plans, such as the Safe 
Newcastle Plan. 

The simple format of the Dashboards makes performance information more 
accessible, providing a transparent way of understanding the overall state of the city 
and how we and our partners are making a difference. 

The following pages contain the most recent performance dashboard information 
(quarter 4). 

 

http://democracy.newcastle.gov.uk/ieListMeetings.aspx?CId=857&Year=0
https://www.newcastle.gov.uk/local-government/budget-performance-and-spend/council-plan-and-budget
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18.   Looking Ahead / Economic Position / Going Concern 

2021/22 is the third year of the Council medium term plan which was approved by 
City Council as a basis for planning in March 2019.  As so much has changed, 
particularly in response to Covid-19, a two year medium term plan (Build Forward 
Better) was agreed by City Council and published in March 2021.   

As reported to Cabinet in September 2020, Covid-19 and the lockdown restrictions 
had a devastating impact on our ability to implement and deliver our 2020/21 
General Fund revenue proposals. We estimated the combined financial pressure to 
be well over £60 million. The projection at the end of the first quarter was that we 
needed to reduce expenditure by £32 million to meet our legal requirement to set 
and operate within a balanced budget. Cabinet approved a range of in-year 
management actions to address this. 

We have closely monitored the implementation and impact of the in-year 
management actions and at the end of the financial year, our net expenditure in 
2020/21 was £234.2 million. When compared with the net revenue budget of £234.6 
million, this represents an underspend of £0.4 million. 

The Council’s agreed 2021/22 capital programme is £138.6m (£128.8m in 20/21) of 
which £93.6m is General Fund (£81.8m in 20/21) and £45.0m is HRA specific 
(£47.0m in 20/21).  The anticipated capital programme in 2022/23 is £138.9m of 
which £93.9m is General Fund and £45.0m is HRA specific.  In future years projects 
are frequently classed as ‘pipeline’ where projects which are yet to be fully assessed 
in detail and approved by Cabinet and are therefore subject to change. 

£16.9m of the 2021/22 capital programme will be funded from grants and 
contributions (£40.2m in 20/21), £4.4m will be financed by capital receipts (£9.8m in 
20/21), £3.1m (£37.8m in 20/21) will be financed from revenue (mainly HRA), and up 
to £9.3m will be financed by borrowing (£41.0m in 20/21).  The majority of planned 
borrowing will be undertaken on a self-financing basis, i.e. the revenue costs 
associated with the borrowing will be funded by efficiency savings or income 
generated as a direct result of the capital investment and will not therefore result in a 
cost pressure on the revenue budget.  Looking further ahead into 2022/23 the 
funding of pipeline projects will be confirmed as part of the specific Cabinet approval 
for each approved project.   
 

The medium-term financial plan is underpinned by the following key principles: 

• Prudent assessment of future resources and unfunded cost pressures. 

• Maximisation of income generated across all areas of the council, and prompt 
collection of all amounts owed to us / minimisation of bad debts. 

• Prudent assessment of provisions required to mitigate potential future liabilities. 

• Risk-assessed level of reserves and balances held corporately to mitigate 
potential financial liabilities / commitments. 

• Prudent and planned use of reserves to fund permanent expenditure. 

• Maximisation of capital receipts from disposals. 

• Maximisation of external grant funding that meets our priorities. 

https://www.newcastle.gov.uk/local-government/budget-performance-and-spend/council-plan-and-budget/build-forward-better-our
https://www.newcastle.gov.uk/local-government/budget-performance-and-spend/council-plan-and-budget/build-forward-better-our
https://democracy.newcastle.gov.uk/ieListDocuments.aspx?CId=857&MId=12616&Ver=4
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• Prudent use of our borrowing powers to undertake capital investment that is not 
funded by capital receipts, grants or contributions from third parties. 

• Promotion of invest to save opportunities via detailed assessment of business 
cases. 

• Effective management and forecasting of our day-to-day and longer-term cash 
flow requirements. 

• Minimisation of longer-term treasury management risks, including smoothing out 
the debt maturity profile, by gradually reducing our reliance on short-term 
borrowing. 

• Full integration of revenue and capital financial decision-making processes, to 
ensure the revenue implications of capital projects are accurately reflected in the 
medium-term financial plan and the annual budget. 

• Production of detailed implementation plans for all savings proposals. 

• Sign off all revenue budgets by the relevant senior manager before the start of 
the financial year. 

• Regular monitoring of budgets and robust management action to address any 
unplanned variances that arise. 

As detailed in section 22 of this report Brexit represents a specific challenge and the 
council has undertaken extensive scenario planning and this will continue over the 
coming months. 

An assessment of future finances and cash flows, twelve months beyond the 
intended publication of audited financial statements on 30th September 2021 has 
been undertaken with the conclusion that the preparation of accounts on a going 
concern basis remains appropriate.  

 

19.   The Statement of Accounts  

The Statement of Accounts is set out in the accompanying document. They consist 
of the following statements that are required to be prepared under the Code of 
Practice: 

Movement in Reserves Statement (Statement of Accounts page 11)  

This statement shows the movement during the year on the different reserves held 
by the Council, analysed into usable and unusable reserves.  Usable reserves may 
be utilised to fund expenditure or reduce local taxation.  This is subject to the 
requirement to maintain a prudent level of reserves or account for any statutory 
limitations on their use (e.g. the Capital Receipts Reserve may only be used to fund 
capital expenditure or repay debt).  Unusable reserves have a specific legislative or 
accounting purpose and generally consist of timing differences between accounting 
requirements and the underlying resource position of the Council.   

The ‘Total Comprehensive Income & Expenditure’ surplus or deficit is analysed in 
further detail on the Comprehensive Income and Expenditure Statement which is 
shown on page 12 of the Statement of Accounts.    
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The Movement in Reserves statement also shows discretionary transfers to / from 
earmarked reserves. 

Comprehensive Income and Expenditure Statement (Statement of Accounts 
page 12) 

This statement shows the full cost of providing services during the year in 
accordance with generally accepted accounting practices, rather than the amount to 
be funded from taxation. Local authorities raise taxation to cover expenditure in 
accordance with regulations, which may be different from the cost of services in 
accounting terms.  

The Comprehensive Income & Expenditure Statement on page 12 reflects the 
current Directorate reporting structure in order to report the service analysis on the 
basis of the organisational structure under which the local authority operates.  The 
services contained within each Directorate heading are as follows: 

City Futures 

• Communication Services 

• Communities  

• Economic Development 

• Museums, Arts and Culture 

• Policy and Performance 

Adult Social Care and Integrated Services 

• Learning Disability 

• Mental Health 

• Older People 

• Physical Disability 

• Other Social Care Services 

• Integrated Services 
o Care Services 
o Commissioning 
o Active Inclusion 
o Inclusion and Prevention 

Children, Education and Skills 

• Children's Social Care 

• Education 

• Early Help and Family Support 

Operations & Regulatory Services 

• Repairs & Construction Services 

• Community Hubs 

• Facilities Services and Civic Management 

• Local Services 
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• Operations 

• Resilience Planning 

• Parking 

• Public Safety & Regulation 

Place 

• Capital Investment 

• Transport 

• Development  

• Fairer Housing Unit 

• Commercial Development & Property 

Public Health Service 

• Public Health 

Resources 

• Audit, Risk and Insurance 

• Democratic Services 

• Financial Services 

• Human Resources 

• ICT 

• Legal Services 

• Business Management 

Balance Sheet (Statement of Accounts page 13) 

The Balance Sheet shows the value of all assets and liabilities at the start and end of 
the year.  The net assets of the Council (i.e. assets less liabilities) are matched by 
the Council's reserves.           

Cash Flow Statement (Statement of Accounts page 14)  

This statement shows the changes in cash and cash equivalents of the Council 
during the year.  The statement shows how the Council generates and uses cash 
and cash equivalents by classifying cash flows as operating, investing and financing 
activities.  The 'net cash flow from Operating Activities' is a reflection of the extent to 
which the operations of the Council are funded from taxation, grant income and /or 
fees and charges.  'Investing Activities' reflects the extent to which the Council has 
invested in assets that will be used to deliver services over a number of years.  
'Financing Activities' reflects the extent to which the Council has sought additional 
funding to support its capital investment plans.  

Housing Revenue Account - HRA (Statement of Accounts pages 137 to 144) 

This account reflects the statutory obligation to 'ring-fence' and show separately the 
major elements of the housing revenue expenditure (repairs and maintenance, 
administration and capital financing costs) and how this is met by rents, subsidies 
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and other income.  Included within the section on the HRA is the Statement of 
Movement on the HRA, which discloses how the HRA Income & Expenditure 
Account surplus or deficit for the year reconciles to the movement on the HRA 
balance for the year.   

Collection Fund (Statement of Accounts pages 145 to 149)   

This statement summarises the transactions of the Collection Fund, a statutory fund 
distinct from the General Fund of the Council. The Collection Fund accounts 
independently for income relating to Council Tax and Business Rates on behalf of 
those bodies (including the Council's own General Fund) for whom the income has 
been raised.  

The costs of administering the Collection Fund are accounted for in the General 
Fund. Collection Fund balances are consolidated in the Council's balance sheet.  

Group Financial Statements and Notes (pages 151 to 173) 

These statements report the financial picture of all activities conducted by the 
Council, including those delivered through partnership and separate undertakings 
owned by the Council. 

20.   Annual Governance Statement  

To accompany the Narrative Report and Statement of Accounts, the leadership of 
the Council prepares an Annual Governance Statement that sets out the principal 
arrangements that operate to ensure proper governance of the Council’s affairs and 
the stewardship of resources at its disposal. It also outlines the principal 
arrangements that are in place to ensure that a sound system of internal control is 
maintained.  

21.   Statement of Responsibilities  

A requirement from the 2020/21 Code of Practice on Local Authority Accounting in 
the United Kingdom is that each local authority should provide a Statement of 
Responsibilities which sets out the responsibilities of the authority and the chief 
financial officer in respect of the Statement of Accounts: 

The Authority’s Responsibilities 

The authority is required to: 

• Make arrangements for the proper administration of its financial affairs and to 
secure that one of its officers has the responsibility for the administration of 
those affairs. In this authority, that officer is the Chief Financial Officer 
(Director of Resources)  

• Manage its affairs to secure economic, efficient and effective use of resources 
and safeguard its assets 

• Approve the Statement of Accounts (England and Wales only) 
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The Chief Financial Officer’s Responsibilities 

The Chief Financial Officer is responsible for the preparation of the authority’s 
Statement of Accounts in accordance with proper practices as set out in the 
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United 
Kingdom (the Code). 

In preparing this Statement of Accounts, the Chief Financial Officer has: 

• selected suitable accounting policies and then applied them consistently 

• made judgements and estimates that were reasonable and prudent 

• complied with the local authority Code 

The Chief Financial Officer has also: 

• kept proper accounting records which were up to date 

• taken reasonable steps for the prevention and detection of fraud and other 
irregularities 

22.   Brexit 
 

At 11pm on 31st December 2020 the transition period United Kingdom and the 

European Union transition period ended and the United Kingdom left the EU single 

market and customs union. 

In readiness for Brexit the council undertook extensive scenario planning and this 

continues as the impacts of Brexit become clearer.  Planning to date has included: 

• Systematically reviewing readiness of our own services, with an emphasis on: 

infrastructure & transport; health & social care services; community cohesion 

and, citizenship & staffing. 

• Assessing potential impacts on the city as a whole, including economic 

development; food supply and public health. Much of this work was undertaken in 

conjunction with partners. 

• Establishing the organisational infrastructure needed to support implementation 

of contingency plans if needed, including resourcing and staffing implications, 

governance and decision-making, and communications and stakeholder liaison. 

Council officers engage actively with partners, government officials and neighbouring 

authorities (including through the city’s ‘2020 Partnership’ and the Local Resilience 

Forum). Through this we gained confidence that key partners were also putting in 

place reasonable Brexit action and mitigation plans.  

23.   Further Information Available to Council Tax Payers 

Access to this report, the accounts and the Annual Governance Statement will be 
made available to the general public via the Council’s website.  If, however, you wish 
to purchase copies, a nominal charge of £5.00 will usually be requested to cover 
printing costs.  If this information is needed in another format or language please use 
the contact details below.    
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As part of the Council’s programme of continuous improvement we are striving to 
improve our system of reporting back to users of services.  If you have any problems 
understanding this publication, any general enquiries on the accounts or have any 
suggestions on how it may be improved, please contact:     

         
Anthony Francis       Tel: (0191) 211 6919 
Service Manager - Financial Accounting      
5th Floor, Civic Centre      e-mail: anthony.francis@newcastle.gov.uk 
Barras Bridge    
Newcastle upon Tyne         
NE1 8QH         
 
 
 
 

mailto:anthony.francis@newcastle.gov.uk

