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Narrative Report 
 
 
1 Introduction 
 
1.1 This document presents the statutory financial statements for Birmingham City 

Council for the period from 1 April 2015 to 31 March 2016.  The financial statements 
have been prepared in accordance with the 2015/16 Code of Practice on Local 
Authority Accounting (The Code) published by the Chartered Institute of Public 
Finance and Accountancy (CIPFA). 

 
1.2 This narrative report provides a summary of the Council’s financial position and 

details of material items that have impacted on the accounts during the year.   
 
1.3 The financial statements contain a number of technical accounting terms and 

concepts.  A glossary of the major accounting terms has been provided at the end of 
the financial statements to help the reader’s understanding. 
 
 

2 Background to 2015/16 
 

2.1 Councillor Sir Albert Bore announced in October 2015 that he would be stepping 
down from his role as Leader of the Council.  Sir Albert had been Leader of the 
Council from 2012 to 2015 and previously for the period 1999 to 2004.  Councillor 
John Clancy was subsequently elected as the new Leader of the Council. 
 

2.2 The Birmingham Independent Improvement Panel, appointed following the 
publication of the report on the governance and organisational capabilities of the 
Council by Lord Kerslake, has provided a number of progress reports to the Secretary 
of State.  In its latest report the improvement panel has recommended to the 
Secretary of State that it should stand back for a period so that the political and 
managerial leadership of the Council can be given the chance to work together and 
demonstrate the Council’s ability to deliver the change and improvement needed.  
The panel will return in the autumn to undertake a further review of progress. 
 

2.3 The Council, in response to the challenges faced through the changing role of local 
government, the impact of public expenditure constraint and the recommendations 
from external review, has initiated and developed its Future Council Programme.  The 
Future Council Programme is reviewing and, where necessary, redesigning all 
aspects of the Council, including: 
 

 How the Council operates in order to deliver its vision and outcomes through: 

 The future services offered; 

 The people, technology and information available; 

 The best processes and structures used for delivery; 

 �x
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2.4 The Council  has a vision for how the City will look in 2020 which is based on the 
fundamental ideals of prosperity, fairness and democracy and within those ideals to 
have: 
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Grand Central 
 

3.6 Through the Council’s working arrangements with Network Rail, substantial 
improvements have been made to New Street Station through the New Street 
Gateway and Grand Central projects.   
 

3.7 Grand Central opened to the public on 24 September 2015.  Subsequently the 
Council disposed of its head leasehold interests in the shopping centre. 
 
National Exhibition Centre 
 

3.8 In March 2014, the Council announced its intention to seek offers for The National 
Exhibition Centre Ltd (NEC Ltd) with the vision of securing a private investor who 
could allow the business to take full advantage of its growth opportunities and enable 
it to move to the next stage of development.   
 

3.9 
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paragraph 6 below. 
 
The Housing Revenue Account position is shown in a separate statement within 
these accounts. 

 
The 2015/16 
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Supplementary Statements 
 

4.6 Housing Revenue Account (HRA) – records the financial position of the Council’s 
statutory obligation to account separately for the costs of its housing provision. 

 
4.7 Collection Fund – records the transactions in respect of the collection and distribution 

of National Non Domestic Rates and Council Tax, for which the Council acts as agent 
and has a statutory obligation to publish. 

 
Group Accounts 
 

4.8 The Council operates through a variety of undertakings, either exercising full control 
of an organisation (subsidiary undertakings) or in partnership with other organisations 
(associate underta
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6.4 Capital Financing 
 
6.4.1 The financing arrangements in respect of capital expenditure in 2015/16 are 

summarised below: 
 

Financing Method £m  
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8.2 The Council has a strong track record in the effective management of savings 
programmes, with a clear process for decision-making and monitoring delivery.  
There is active engagement by both Members and senior officers, including monthly 
meetings chaired by the Deputy Leader as well as formal revenue budget monitoring 
reports considered by Cabinet. 
 

8.3 However, the Council recognised that the need to make such large on-going savings 
required a different approach to be adopted.  From 2015/16 the Future Council 
Programme was implemented, which continues to involve fundamental reviews of the 
role of the Council in meeting the needs of its customers and embraces joint working 
both across Council directorates and with partners.  

 
8.4 The Council’s key capital priorities are addressed through the three-year capital 

programme, totalling £966m in the Business Plan 2016+. The Council continues to 
pursue major initiatives taking advantage of the availability of external capital 
resources, with the programme including £272m of Government grants and other 
external contributions. The programme also incorporates borrowing proposals set out 
in the approved Enterprise Zone Investment Plan, the cost of which will be supported 
from projected business rates growth in the Enterprise Zone area. 
 

8.5 Full details of the 2016/17 Revenue and Capital Budgets can be found within the 
Business Plan and Budget 2016+ approved by Council on 1 March 2016, via 
www.birmingham.gov.uk. 
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Balance Sheet 
 
The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities 
recognised by the Council.   
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Note 1 
Accounting Policies 
 
i. General Principles 
 
The Statement of Accounts summarises the Council’s transactions for the 2015/16 financial 
year and its position at the year-end of 31 March 2016. The Accounts and Audit Regulations 
2015, requires the Council to prepare an annual Statement of Accounts in accordance with 
proper accounting practices. These practices primarily comprise the Code of Practice on 
Local Authority Accounting in the United Kingdom 2015/16 (the Code) and the Service 
Reporting Code of Practice 2015/16 (SeRCOP), supported by International Financial 
Reporting Standards (IFRS). 
 
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
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Where termination benefits involve the enhancement of pensions, statutory provisions 
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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. 
 
 
x. Overheads and Support Services 
 
The costs of overheads and support services are charged to those activities that benefit from 
the supply or service in accordance with the costing principles of SeRCOP. The total 
absorption costing principle is used – the full cost of overheads and support services are 
shared between users in proport
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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. 
 
From 1 April 2010 all additions and all material assets revalued (over £5m) are accounted for 
on a component basis. As components are added, any component being replaced is 
derecognised. On derecognising components where the component is within a non 
separated component bundle, the depreciation is apportioned on a straight line basis and 
derecognised accordingly.  In addition, where the historic 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 economic life and the cost of the replacement 
component.  A pro rata of both the depreciation and any applicable Revaluation Reserve is 
also derecognised.  
 
Donated assets are measured initially at fair value. The difference between fair value and 
any consideration paid is credited to the Taxation and Non-Specific Grant Income line of the 
Comprehensive Income and Expenditure Statement, unless the donation has been made 
conditionally. Until conditions are satisfied, the gain is held in the Donated Assets Account. 
Where gains are credited to the Comprehensive Income and Expenditure Statement, they 
are reversed out of the General Fund Balance to the Capital Adjustment Account in the 
Movement in Reserves Statement. The Council has not reviewed the deeds of all of its land 
and property to determine the categorisation of these assets. 
 
Assets are subsequently carried in the Balance Sheet using the following measurement 
bases: 
 

 infrastructure assets – depreciated historical cost;  

 community assets and assets under construction – historical cost; 

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

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

 all other assets – current value, determined as the price that would be received to 
sell an asset in an orderly transaction between market participants at the Balance 
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The useful life of each asset is reviewed annually by the directorate user through their 
service review and 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 by the systematic 
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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 
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xiii. 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. Amounts are only revalued where the fair 
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Where a lease covers both land and buildings, the land and buildings elements are 
considered separately for classification. 
 
Arrangements that do not have the legal status of a lease but convey a right to use an asset 
in return for payment are accounted for under this policy where fulfilment of the arrangement 
is dependent on the use of specific assets. 
 
The Council as Lessee 
 
Finance Leases 
 
Property, plant or equipment held under a finance lease is recognised on the Balance Sheet 
at the commencement of the lease at its fair value measured at the lease’s inception (or the 
present value of the minimum lease payments, if lower). The asset recognised is matched by 
a liability for the obligation to pay the lessor. Initial direct costs of the Council are added to 
the carrying amount of the asset. Premia paid on entry into a lease are applied to writing 
down the lease liability. Contingent rents are charged as expenses in the periods in which 
they are incurred. 
 
Lease payments are apportioned between: 
 

 A charge for the acquisition of the interest in the property, plant or equipment – 
applied to write down the lease liability; and 

 A finance charge – debited to the Financing and Investment Income and Expenditure 
line in the Comprehensive Income and Expenditure Statement. 

 
Property, Plant and Equipment recognised under finance leases is accounted for using the 
policies applied generally to such assets, subject to depreciation being charged over the 
lease term if this is shorter than the asset’s estimated useful life (where ownership of the 
asset does not transfer to the Council at the end of the lease period). 
 
The Council is not required to raise Council Tax to cover depreciation or revaluation and 
impairment losses arising on leased assets. Instead, a prudent annual contribution is made 
from revenue funds towards the deemed capital investment in accordance with statutory 
requirements. Depreciation and revaluation and impairment losses are therefore substituted 
by a revenue contribution in the General Fund balance, by way of an adjusting transaction 
with the Capital Adjustment Account in the Movement in Reserves Statement for the 
difference between the two. 
 
 
Operating Leases 
 
Rentals paid under operating leases are charged to the Comprehensive Income and 
Expenditure Statement as an expense of the services benefiting from use of the leased 
property, plant or equipment. Charges are made on a straight line basis over the life of the 
lease, even if this does not match the pattern of payments. 
 
 
The Council as Lessor 
 
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 is written off to the Other 
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The Council has the following types of maintained schools under its control: 
 

 Community schools; 

 Voluntary Controlled schools; 

 Voluntary Aided schools; 

 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  
has control over the land through restrictive covenants within site deeds or where there is 
reasonable evidence that restrictive covenants are in place. 
 
The Code includes transitional provisions where non-current assets are recognised for the 
first time as a result of a change in accounting policy arising from a revision to accounting for 
schools.  Under the transitional rules, non-current assets recognised for the first time should 
be accounted for at their 1 April 2014 valuation at “deemed cost” with the credit entry 
recognised in the Capital Adjustment Account.  The Code does not recognise the need for 
identification of any historic valuation movements prior to 1 April 2014. 
 
Academies and Free Schools are not considered to be controlled by the Council and are not 
consolidated into the entity or group accounts.  
 
 
xix. 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 and 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, 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. 
 
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. However, where 
repurchase has taken place as part of a restructuring of the loan portfolio that involves the 
modification or exchange of existing instruments, the premium/discount is respectively 
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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 service. 
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Surplus/Deficit on the Provision of Services in the Comprehensive Income and Expenditure 
Statement. The reserve is then appropriated back into the General Fund Balance through 
the Movement in Reserves Statement 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, retirement and employee benefits and do not represent usable 
resources for the Council 
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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 
 
The Council’s Cash Flow Statement includes in ‘Operating Activities’ cash flows only its own 
share of the Council Tax and National Non-Domestic Rates collected during the year, and 
the amount included for precepts paid excludes amounts paid to the major pr
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Note 2 
Accounting Standards That Have Been Issued but Have Not Yet Been Adopted 
 
Impact of the adoption of new standards on the 2015/16 financial statements 
 
The Council is required to disclose information relating to the impact of the accounting 
change on the financial statements as a result of the adoption by the Code of a new or 
amended standard that has been issued, but is not yet required to be adopted by the 
Council.  For these financial statements the relevant standards are detailed: 
 

 Amendments to IAS 19, Employee Benefits (Defined Benefit Plans: Employee 
Contributions) 

 Amendment to IFRS 11, Joint Arrangements (Accounting for Acquisitions of Interests 
in Joint Operations) 
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Schools 
The Council has assessed the legal framework underlying each type of school and 
determined the treatment of non-current assets within the financial statements on the basis 
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Item Uncertainties Effect if Actual Results Differ from 
Assumptions 

NNDR 
Appeals 

An estimate of the impact of NNDR 
appeals has been based on the 
number of claims lodged and the 
experience of levels of success in 
settlement of those claims. 
 

An increase of 1% in the average level of 
settlement would have the effect of £6.4m 
on the provision set aside. 

Defined 
Benefit 
Pension 
Liability 

The estimate for the Local Government 
Pension Scheme has been based on 
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Note 5 
Events After the Reporting Period 
 
The Statement of Accounts was authorised for issue by the Strategic Director – Finance & 
Legal on 22 June 2016.  Events taking place after this date are not reflected in the financial 
statements or notes.  Where events taking place before this date provided information about 
conditions existing at 31 March 2016, the figures in the financial statements and notes have 
been adjusted in all material respects to reflect the impact of this information. 
 
Transfer of Academy Schools 
 
Academy Schools are not accounted for within the Council’s financial statements.  Where a 
school transfers to Academy status, it is deemed to be disposed of within the financial 
statements for nil consideration.  Between 1 April 2016 and 31 May 2016, 3 schools, with 
assets having a net book value of £10.2m, have transferred to Academy School Trust status.  
A further 18 schools, with assets having a net book value of £131.3m have announced their 
proposals to transfer to Academy School Trust status. 
 
Transfer of Council Services 
 
On 24 May 2016, the Council announced its intention to consider a move to a new model of 
delivery of children’s services through a voluntary trust.  The Council is in the third year of its 
agreed improvement plan and the move to a voluntary trust is the next possible step on the 
plan.  A formal decision will need to be taken by Cabinet in due course. 
 
Future Resource Allocations 
 
The Council faces reducing Government grants, reducing capital receipts and lower income 
from services.  These pose challenges to the financial resilience of the Council.  In this 
context, the Council's Business Plan 2016+ sets out medium to long-term strategies for 
business changes and the management and development of its services.  A key focus of 
business planning has been the achievement of the Council’s priority outcomes through the 
adoption of a core set of corporate principles to inform service and organisational redesign 
where appropriate.  The Council is planning to meet its anticipated expenditure reductions 
through a number of activities, including potential staff redundancies in 2016/17. 
 
Combined Authority 
 
The West Midlands Combined Authority was established by statutory instrument under the 
Local Democracy, Economic Development and Construction Act 2009 on 17 June 2016.  
The Combined Authority consists of the seven local metropolitan authorities in the West 
Midlands as constituent members, a number of local authorities as non-constituent members 
and three Local Enterprise Partnerships. 
 
A directly elected mayor from May 2017 will act as Chai
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£m £m £m £m £m 

Adjustments to Revenue Resources 
     

Adjustments by which income and expenditure included in 
the Comprehensive Income and Expenditure Statement are 
different from revenue for the year calculated in accordance 
with statutory requirements:
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Note 7  
Transfers To/(From) Earmarked Reserves 
 
This note sets out the amounts set aside from the General Fund Balances in earmarked 
reserves to provide financing for future expenditure plans and the amounts posted back from 
earmarked reserves to meet General Fund expenditure in 2015/16.   
 

 

Balance at 
31 March 

2014 

Transfers 
Out 

2014/15 

Transfers  
In  

2014/15 

Balance at  
31 March 

2015 

Transfers 
Out 

2015/16 

Transfers 
In 

2015/16 

Balance at  
31 March 

2016 

 

£m £m £m £m £m £m £m 

Earmarked Reserves 181.2 (120.7) 76.3 136.8 (83.1) 134.2 187.9 

Grant Related Reserves 96.1 (41.5) 90.1 144.7 (61.0) 54.2 137.9 

Schools Reserves 71.0 (13.1) 8.1 66.0 (5.4) 2.9 63.5 
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Financial Instruments Adjustment Account 
 
The Financial Instruments Adjustment Account absorbs the timing differences arising from 
the different arrangements for accounting for income and expenses relating to certain 
financial instruments and for bearing losses or benefiting from gains per statutory provisions.  
The Council uses this account to manage premia paid and discounts received on the early 
redemption of loans and the recognised losses on loans advanced at less than a commercial 
interest rate.  These values are debited or credited to the Comprehensive Income and 
Expenditure Statement when they are incurred, but reversed out of the General Fund 
Balance to the Account in the Movement in Reserves Statement.  Over time, these values 
are posted back to the General Fund Balance in accordance with statutory arrangements for 
spreading the burden on Council Tax.  For premia and discounts, this period is the unexpired 
term that was outstanding on the loans when they were redeemed.   
 
 

2014/15 
 

2015/16 

£m £m 

 
£m £m 

 
(31.3) Balance at 1 April 

 
(29.7) 

- 
 

Premia incurred in the year and charged to the 
Comprehensive Income and Expenditure Statement 

- 
 

1.6 
 

Proportion of premia incurred in previous financial 
years to be charged against the General Fund 
Balance in accordance with statutory requirements 

1.8 
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2014/15 

 
2015/16 

£m 
 

£m 

(1,804.6) Balance at 1 April 
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and the Council has taken responsibility for making contributions based on a percentage of 
members’ pensionable salaries. 
 
The scheme is a multi-employer defined benefit scheme covering NHS employers, GP 
practices and other bodies allowed under the direction of the Secretary of State in England 
and Wales. The scheme is unfunded and is not designed to be run in a way that would 
enable member organisations to identify their share of the underlying assets and liabilities.  
Actuarial valuations of the scheme are undertaken every four years with a valuation of the 
scheme liability carried out on an annual basis by the scheme actuary through an update of 
the result of the full actuarial valuation.  For the purposes of this Statement of Accounts, the 
scheme is accounted for on the same basis as a defined contribution scheme. 
 
In 2015/16, the Council paid £0.2m (2014/15: £0.2m) to the NHS Pension Scheme in respect 
of employees’ retirement benefits, representing 14.3% (2014/15: 14.0%) of pensionable pay.  
There were no contributions remaining payable at the year-end.  The contributions due to be 
paid in the 2016/17 financial year are estimated to be £0.2m on the basis of an employer 
contribution rate of 14.3%. 
 
The Council is responsible for the costs of any additional benefits awarded upon early 



Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

64 
 



Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

65 
 

    
Local Government 
Pension Scheme 

Discretionary 
Benefits 

Arrangements 

      
2014/15 2015/16 2014/15 2015/16 

 £m £m £m £m 

Comprehensive Income and Expenditure Statement     

     

Total post employment benefit charged to the (Surplus)/Deficit on the 
provision of services 

166.7 163.0 2.8 2.1 

       

Other post employment benefit charged to the Comprehensive 
Income and Expenditure Statement 

    

remeasurements (liabilities and assets)   418.5 (264.7) 4.6 3.5 

       

Total Post Employment Benefits charged to the Comprehensive 
Income and Expenditure Statement 

585.1 (101.7) 7.4 5.6 

       

      
  

 
 
 
 

 

 2011/12 2012/13 2013/14 2014/15 2015/16 
 £m £m £m £m £m 

Present Value of Liabilities      
- Local Government Pension Scheme (4,409.9) (5,149.4) (4,649.9) (5,548.6) (5,284.8) 
- Unfunded Teachers’ Scheme (66.3) (71.8) (67.9) (69.3) (68.5) 

Total Present Value of Liabilities (4,476.1) (5,221.2) (4,717.8) (5,617.8) (5,353.3) 
      
Fair Value of Assets in the Local 
Government Pension Scheme 

2,743.3 3,037.5 2,913.2 3,324.2 3,265.6 

      
Surplus/(Deficit) in the scheme      
- Local Government Pension Scheme (1,666.6) (2,111.9) (1,736.7) (2,224.3) (2,019.2) 
- Unfunded Teachers’ Scheme (66.3) (71.8) (67.9) (69.3) 
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Pension Assets and Liabilities Recognised in the Balance Sheet 
 
The amount included in the Balance Sheet arising from the Council’s obligation in respect of 
its defined benefit plans is as follows: 
 

 Local Government Pension Scheme Unfunded Teacher 
Pension Scheme 

Total 
 Funded Unfunded 

 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 
 £m £m £m £m £m £m £m £m 

Benefit Obligation at 1 
April 

4,568.8 5,462.5 81.1 85.9 67.9 69.3 4,717.8 5,617.8 

Current Service Cost 89.1 108.1 - - - 
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Note 14 
Financing and Investment Income and Expenditure 
 
Financing and Investment Income and Expenditure disclosed in the Comprehensive Income 
and Expenditure Statement comprises the following:   
 

2014/15 
 

2015/16 

Gross 
Expenditure Income Net 

 

Gross 
Expenditure Income Net 

£m £m £m 
 

£m £m £m 

185.6 - 185.6 Interest Payable and Similar charges 184.3 - 184.3 

74.9 - 74.9 Net Interest on the Net Defined Benefit 
Liability 

71.0 - 71.0 

- - 
 

Administration Expenses - Pensions - - 
 

- (16.3) (16.3) Interest Receivable and similar income - (9.9) (9.9) 

- - - 
Income and expenditure in relation to 
investment properties and changes in 
their fair value 

- - - 

64.3 (64.2) 0.1 

(Surplus)/Deficit on trading operations 
not consolidated within Service 
Expenditure Analysis in 
Comprehensive Income and 
Expenditure Statement 

59.8 (61.2) (1.4) 

(0.1) (6.0) (6.1) Other investment income and 
expenditure 

- (20.7) (20.7) 

324.7 (86.5) 238.2 Total 315.1 (91.8) 223.3 

 

 
 
Note 15 
Taxation and Non Specific Grant Income and Expenditure 
 
Taxation and Non Specific Grant Income and Expenditure disclosed in the Comprehensive 
Income and Expenditure statement comprises the following: 

2014/15 
 

2015/16 

Gross 
Expenditure Income Net 

 

Gross 
Expenditure Income Net 

£m £m £m 
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Note 16 
Trading Operations 
 
Trading operations are those activities where the service manager is required to operate in a 
commercial environment and balance their budget by generating income from other parts of 
the Council or other organisations.  In 2015/16, the Council reviewed its trading units to 
ensure that the trading activities reported continued to meet the criteria detailed above.   
 
The internal trading expenditure and income is incorporated within the relevant service line 
in the Comprehensive Income and Expenditure Statement.  External trading income and 
expenditure is identified in Note 14, Financing and Investment Income and Expenditure.  
Details of units with significant trading activity are as follows. 
 

2014/15  2015/16 
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£m £m £m 
 

£m £m £m 
(2.4) 2.6  0.2  Catering -
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Note 17 
Grant Income 
 
The Council credited the following grants, contributions and donations to the Comprehensive 
Income and Expenditure Statement.  The changes introduced in the Local Government 
Finance Act 2012 mean that the Council now retains a proportion of the National Non-
Domestic Rate generated in its area rather than receiving it as a grant from Government.    
 

 
 

2014/15  2015/16 

£m  £m 

 
Credited to Taxation and Non Specific Grant Income 

 
388.1 Revenue Support Grant 280.1 

123.7 NNDR Top Up Grant 126.0 

16.2 New Homes Bonus Grant 18.8 

18.2 Schools PFI Grant 18.2 

50.3
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Note 19 
Amounts Reported for Resource Allocation Decisions (Segmental Analysis) 
 
The analysis of income and expenditure by service on the face of the Comprehensive 
Income and Expenditure Statement is that specified by the Service Reporting Code of 
Practice (SeRCOP). However, decisions about resource allocation are taken by the 
Council's Cabinet on the basis of regular revenue monitoring reports analysed across 
service areas.  These reports are prepared on a different basis from the accounting policies 
used in the financial statements.  In particular: 
 

 charges made in relation to capital expenditure may differ as revaluation and 
impairment losses in excess of the balance on the Revaluation Reserve and 
amortisations are charged to services in the Comprehensive Income and Expenditure 
Statement but typically not charged against service budgets during the year; 

 the cost of retirement benefits is based on cash flows (payment of employer’s 
pensions contributions) rather than current service cost of benefits accrued in the 
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Revaluations 
 
Operational (other than Housing): 
The Council carries out valuations of its property assets over a five year cycle and reviews 





Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

82 
 

 £m 

PFI lifecycle costs 638.2 

Paradise Circus Enterprise Zone 57.7 

Corporate IT Investment 47.0 
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Recurring 
Fair Value 
Measurement 

Input Level 
in Fair Value 
Hierarchy 

Valuation Technique used to 
measure Fair Value 

31 March 
2015 Fair 

value 
£m 

31 March 
2016 Fair 

Value 
£m 
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Note 22 
Heritage Assets 
 
Heritage Assets are identified as those which are considered to have historical, artistic, 
scientific, technological, geophysical or environmental qualities and that are held andied as 
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additions to the collections, in particular the Staffordshire Hoard, the largest hoard of Anglo-
Saxon gold and silver metalwork yet found. There are significant exhibits and artwork 
comprising the Permanent Collection on display in community museums, for example Aston 
Hall and Soho House, together with items held in storage at the Museum’s Collection 
Centre. In addition there is a collection of Boulton silverware, a set of 24 pieces in silver 
jointly owned by the Council and the Birmingham Assay Office.   
 
The Birmingham Museums Trust has acquired a number of items from various sources 
during 2015/16, most notably a large collection of assets acquired through the Contemporary 
Art Society Special collection scheme, including artworks, silverware, ceramics and 
sculpture. 
 
Historic Buildings and the Historic Environment 
 
The Council either owns or holds on trust in excess of 150 listed buildings and structures, 
with Grade I and Grade II properties being the most significant.  These include Aston Hall, a 
Grade I listed Jacobean manor house completed in 1635, Blakesley Hall, an Elizabethan 
timber house built by a local merchant in 1590 and Soho House, home of Birmingham 
industrialist and entrepreneur Matthew Boulton, all of which are included as Heritage Assets.  
 
Public Art 
 
The Council owns over 80 pieces of public art, including statues, sculpture and fountains, 
some of which are listed structures. Victoria Square fountain and King Edward VII statue are 
included in the balance sheet as reliable information is available for these works of art.  
In 2015/16 additional expenditure was incurred on the Victoria Square Fountain and a minor 
addition to the public art portfolio. 
 
Libraries and Archive Collections 
 
The Library of Birmingham is unique amongst UK public libraries for the range and depth of 
the collections it houses. The library houses a large photography collection including those 
of pioneers Francis Frith and Sir Benjamin Stone. The Council also holds over 6,000 archive 
collections including major collections of national importance, such as those relating to the 
industrial innovators James Watt and Matthew Boulton. In addition there are significant 
collections of early and fine printing, incorporating over 8,000 books printed before 1701, 
and an extensive collection of literature and rare books, these latterly including Audobon's 
19th Century work, The Birds of America, and one of the world's most comprehensive 
Shakespeare collections.   
 
Civic Regalia and Plate 
 
The Council owns 233 items of civic regalia and plate, kept either on display, in storage or 
used on ceremonial and other formal occasions. There is a large variety of items within the 
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available on the Council's website, or via the relevant service area.  Both Libraries and 
Museums use database systems to manage their collections. 
 
Access to heritage assets is interpreted through permanent displays of historic material, 
temporary exhibitions and events, publications, catalogues and digital and web-based 
resources.  In addition the Museum’s Collection Centre schedules occasional open days, 
allowing public access to some of the Museum’s stored historical artefacts.  For the wider 
historic environment guided tours, printed leaflets and publications, heritage trails and 
interpretive panels are effective in enabling intellectual access. 
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Note 24 
Long Term Investments 
 
Details of the Council’s long term investments are summarised below: 
 

31 March 2015 
 

31 March 2016 

£m 
 

£m 

26.5 Investment in subsidiary and 
associated companies 

92.7 

5.3 Available for Sale Financial Assets 5.5 

0.3 Unquoted Equity Investment at Cost 0.3 

32.1 Total 98.5 

 
 
Note 25 
Long Term Debtors 
 
The table below shows amounts owed to the Council that are due for repayment more than 
12 months after the Balance Sheet date. These balances have been split by type of debt.   
 

31 March 2015 
 

31 March 2016 

£m 
 

£m 

37.6 External Loans 45.2 

0.7 Employee loans 0.8 

0.3 
Mortgages: former Council House 
tenants 

0.3 

39.0 Other debtors 28.7 

77.6 Total 75.0 

 

 
Note 26 
Short Term Investments 
 
Details of the amounts invested by the Council that are due for repayment within 12 months 
of the Balance Sheet date are detailed below.  The Other Investments for 2014/15 included 
those loans to the NEC that formed part of the disposal transaction. 
 
 

31 March 2015 
 

31 March 2016 

£m 
 

£m 

53.6   Money Market Funds  43.0  

20.2   Financial Institutions  15.8  

192.4   Other Investments  - 

266.2   Total  58.8  
 
 
 
  











Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

92 
 

The Carbon Reduction Commitment 
 
In 2016/17 the Council will have to purchase allowances as a result of mandatory 
participation in the Government’s Carbon Reduction Commitment Energy Efficiency scheme 
(CRCEES). The quantity of allowances that will be purchased is dependent on the amount of 
energy used in properties that the Council occupies during 2015/16. In line with the 
recommended treatment by CIPFA, a provision for this cost has been made in the 2015/16 
accounts based on the estimated energy consumed in 2015/16. 
 
 
Note 33 
Contingent Liabilities and Contingent Assets 
 
Contingent Liabilities 
 
These relate to pending legal or contractual claims not included in the accounts and 
guarantees given by the Council for repayment of loans taken out by certain associated 
companies.  The Council currently has the following contingent liabilities: 
 

1. The Council has an on-going Accountable Body role for a range of grant funding 
regimes, both historical and current, which include supporting programmes and 
projects under its direct control as well as managing Programmes involving wider 
Partnerships with external organisations.   
 
Direct 
For arrangements managed under its control, the Accountable Body function covers 
projects and programmes where the Council accesses European or Domestic grant 
support either for itself or on behalf of another organisation.  In accepting this role the 
Council underwrites the financial performance and delivery of the activity along with 
compliance with funding regulations.  Under this role there is, depending on the 
particular scheme, a potential liability to the Council arising from either non-delivery 
of outputs, claiming of ineligible expenditure or from the disposal of assets prior to 
any clawback liability expiring.  The Council has quantified this potential liability at 31 
March 2016 of £424.2m and identified future commitments of £2.6m. 
 
Partnerships 
Where the Council has accepted the Accountable Body role for grant funding, which 
involves a wider Partnership arrangement and management of the fund, for example 
Local Enterprise Partnership (LEP) or the Regional Growth Fund (RGF), the 
Council’s grant liability exists if it is deemed that it has been “unreasonable” in 
discharging its responsibilities.  The Council has quantified this potential liability at 31 
March 2016 of £99.0m and identified future expenditure commitments of £837.8m. 
 
To minimise the impact of any grant clawback liability for both Direct and Partnership 
Accountable Body type arrangements, the Council has put in place controls and 
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3. Under the Equal Pay Act 1970, as amended by the Equal Pay Act (Amendment) 
Regulations 2003, employees are entitled to equal pay for work of equal value.  The 
Council has received a number of claims under the Equal Pay Act and, as a result, 
has set aside a provision of £310.1m (31 March 2015: £561.6m) which incorporates 
all claims received and negotiations agreed to 29 February 2016.   
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Recurring Fair 
Value 
Measurements 

Input level 
in Fair 
Value 
Hierarchy 

Valuation technique used to 
measure Fair Value 

31 March 
2015 
Fair 
Value  
£m 

31 March 
2016 
Fair 
Value  
£m 

PWLB loan Level 2 
PWLB new loan certainty rate 
(maturity) 
 

(3,369.7) (2,925.5) 

Other long term 
fixed rate loans 

Level 2 

An estimate of the rate 
payable for a new loan on the 
same terms 
 

(686.1) (806.4) 

Loans maturing in 
the next 12 months 

Level 2 

The carrying amount is 
assumed to approximate to fair 
value 
 

(444.8) (267.6) 

Investments 
maturing in the 
next 12 months 

Level 2 

The carrying amount is 
assumed to approximate to fair 
value 
 

73.8 58.8 

Unquoted equity 
investments 
 

Level 2 
 

Valued at cost until a reliable 
fair value can be established 
 

0.3 0.3 

Financial 
instruments 
consolidated into 
group accounts 

Level 2 Shown at the carrying amount 192.4 0.0 

 
 
The fair values of financial liabilities are calculated as follows: 
 
 31 March 2015 31 March 2016 
 Carrying 

Amount 
Fair 

Value 
Carrying 
Amount 

Fair 
Value 

 £m £m £m £m 
Creditors (261.8) (261.8) (234.6) (234.6) 
Borrowings (3,271.8) (4,500.6) (3,202.4) (3,999.5) 
Other Long Term Liabilities (527.9) (794.0) (507.8) (773.5) 

Total (4,061.5) (5,556.4) (3,944.8) 
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This risk is measured and managed primarily through the investment policies and strategy in 
the approved Budget, which requires that deposits are made in accordance with approved 
credit criteria and limits, including minimum credit ratings as follows: 
 

‘Specified’ short term 
investments (all in Sterling) 

Short term 
rating* 

Long term 
rating* 

Council 
Individual lending 
limit 
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Note 42 
Leases 
 
The Council has a significant number of leases, where it is both the lessee and lessor. 
 
Council as the lessee 
 
Finance leases 
The Council has acquired a number of buildings and other assets under finance leases.  The 
assets acquired under these leases are carried as either Property, Plant and Equipment or 
Assets Held for Sale in the Balance Sheet at the following net amounts.    
 

31 March 
2015 

 31 March 
2016 

 

£m  £m  
14.2 Other Land and Buildings 18.2  
3.4 Vehicles, Plant Furniture & Equipment 3.5  

17.6 Total 21.7  
 
The Council is committed to making minimum payments under these leases comprising 
settlement of the long-term liability for the interest in the property acquired by the Council 
and finance costs that will be payable by the Council in future years while the liability 
remains outstanding.  The minimum lease payments are made up of the following amounts: 
 

31 March 
2015 

 31 March 
2016 

 

£m  £m  
 Finance 
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Operating leases 
The Council has acquired a number of administrative buildings under operating leases. The 
future minimum lease payments due under non-cancellable leases where the length of lease 
was greater than 1 year at inception are: 
 
 

31 March 
2015 

 31 March 
2016 

 

£m  £m  
0.6 Not later than one year 0.6  
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The Council continues to have full use of the roads and roadside furniture during the 
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(1)  
Peter Hay holds the statutory roles of Chief Education Officer, Director of Children’s Social Care 

and Director of Adult Social Services
 

 

(2)
Jacqui Kennedy took up the position in September 2015 following the retirement of the previous 

post holder, Sharon Lea, on 31 July 2015 as a result of a restructure to reduce the overall senior 
management costs within the Place Directorate going forward. 
 
(3) 

Waheed Nazir took up the position on 25 January 2016 
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Remuneration includes salary, allowances, bonuses and compensation for loss of 
employment. 
 
The ‘Other Council Employees’ figures in the above table include employees with planned 
termination payments, 46 in 2015/16 (75 in 2014/15).  Excluding employees in receipt of 
planned termination payments, 397 employees in 2015/16 (362 in 2014/15) received 
remuneration of £50,000 or more. 
 
The number of Teaching Staff and Staff in Schools reflect those staff employed the Council 
and are affected by the conversion of a number of schools to Academy Status.  Academy 
schools are independent of the Council and their employees are therefore excluded from the 
Council’s financial statements.  
 
The number of staff in Voluntary Aided and Foundation Schools, with a remuneration of 
more than £50,000 per annum, was 168 in 2015/16 (2014/15: 174).  
 
 
Note 46 
Exit Packages 
 
The costs of exit packages are amounts payable as a result of either the Council's decision 
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Central Government 
Central Government has effective control over the general operations of the Council – it is 
responsible for providing the statutory framework within which the Council operates, 
provides the majority of its funding in the form of grants and prescribes the terms of many of 
the transactions that the Council has with other parties (for example, Council Tax bills, 
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The Better Care Fund 
 
The Better Care Fund (BCF) was announced in June 2013 with the intention to drive the 
transformation of local care services and was to be operated through pooled budget 
arrangements between the Council and local Clinical Commissioning Groups (CCGs).  
Specific resources were earmarked for the BCF by NHS England in its allocation to Clinical 
Commissioning Groups.  The remainder of the fund was made up of the Social Care Capital 
Grant and the Disabled Facilities Grant which were paid to local authorities.  No new money 
has been made available to the health and care system but the BCF provides an opportunity 
for joint working between local authorities and health organisations to deliver better 
outcomes for service users. 
 
The funding the Council receives through the BCF replaces the Section 256 transfer from 
the NHS that has been made in recent years.   
 
The Council endorsed the principle of a BCF joint pooled budget for Older Adult Social Care 
and health integrated provision between the Council and local CCGs, namely Birmingham 
Cross City CCG, Birmingham South Central CCG and Sandwell and West Birmingham 
CCG.  Joint proposals were developed during 2014/15 for implementation from 1 April 2015, 
which included the Council acting as host for the BCF.  Further services have been added to 
the BCF during the year. 
 
Funding of £86.244m was earmarked for the BCF by the Department of Health via the CCGs 
as detailed in the table below.  The Council’s contribution was made up of the resources 
previously allocated through two capital grants, namely the Disabled Facilities Grant and the 
Social Care Capital Grant. 
 
 
Contribution to the BCF Pooled Fund £m  
Birmingham Cross City CCG 54.978  
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Closed Questions (Vote Here Ltd)* Pure Mobile* 

Concierge Events Limited 
The Review Business (dissolved January 
2016) 
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Note 49 
The Council Acting as Agent 
 
The Council acts as an intermediary in its role as agent for a number of external bodies.  The 
Council processes transactions through its financial ledger but does not include them in its 
financial statements as there is no exposure to significant risk or reward associated with the 
transactions.  Details of the major activities where the Council acts as agent are detailed 
below: 
 
 

Agency Role No Level of 
Reserve 

Gross 
Expenditure 

  £m £m 

Provision of External Payrolls 126 - 234.2 
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Other Roles 
 
England Illegal Money Lending Team 
 
The England Illegal Money Lending Team seizes and holds cash from third parties 
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Analysis of the assets of the main funds: 
 

 Restricted 
Funds at  
31 March  

2016 

Unrestricted 
Funds at  
31 March  

2016 

Total Funds  
at  

31 March  
2016 

 £m £m £m 

Council acting as Sole Trustee    

Birmingham Municipal Charity General 
Charitable Objectives 

0.3 - 0.3 

Charles Baker Trust – for the elderly and 
disabled 

0.1 0.2 0.3 

Cropwood Estate –
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Housing Revenue Account Income and Expenditure Statement 
 
The Housing Revenue Account (HRA) reflects a statutory obligation to maintain a revenue 
account for local authority housing provision in accordance with Part 6 of the Local 
Government and Housing Act 1989. The Account is required to be self-financing and cannot 
subsidise or be subsidised by the General Fund. The HRA Income and Expenditure 
Statement shows the economic cost in the year of providing housing services in accordance 
with generally accepted accounting practices, rather than the amount to be funded from 
rents and government grants. The Council charges rents to cover expenditure in accordance 
with regulations; this may be different from the accounting cost. The increase or decrease in 
the year, on the basis of which rents are raised, is shown in the Movement on the HRA 
Statement.  
 
     

2014/15   
Note   

2015/16 
 

£m   £m 

  Income   

(260.6)  Dwellings rents  (267.7) 

(7.3)  Non-dwellings rents  (6.1) 

(21.2)  Charges for services and facilities  (19.5) 

-  
Sums Directed by the Secretary of State that are 
income in accordance with the Code 

 - 

(289.1)  Total Income  (293.3) 

     

  Expenditure   

59.7  Repairs and maintenance  59.8 

71.4  Supervision and management H9 76.5 

4.7  Rent, rates, taxes and other charges  5.2 

39.3  Depreciation H6 37.8 

0.2  Debt management costs  0.2 

7.5  
Movement in the allowance for bad debts (not 
specified by the Code) 

 7.2 

-  
Sums Directed by the Secretary of State that are 
expenditure in accordance with the Code 

 - 

182.8  Total Expenditure  186.7 

     

(106.3)  
Net Expenditure/(Income) of HRA Services as 
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Notes to the Housing Revenue Account 
 
H1. Housing Stock 
 
The types of properties (including Shared Ownership properties) owned by the Council at 
31st March comprise: 
 

31 March 2015  31 March 2016 

3,734 1 bedroom bungalows 3,726 

15,358 1 bedroom flats 15,248 

42 1 bedroom houses 47 

295 2 bedroom bungalows 292 

10,921 2 bedroom flats 10,843 

8,494 2 bedroom houses 8,546 

34 3 or more bedroom bungalows 35 

4,227 3 or more bedroom flats 4,200 

19,838 3 or more bedroom houses 19,700 

62,943 Total housing stock 62,637 

 
The change in the property numbers is analysed below: 
 

2014/15   2015/16 

63,418 Stock at 1 April 62,943 

(521) Sales  (455) 

(275) Demolitions / transfers (181) 

321 Acquisitions  330 

62,943 Stock at 31 March 62,637 

 
The Balance Sheet values of HRA non-current assets are as follows: 
 

31 March 2015  31 March 2016 

 £m      £m 

1,665.5 Council dwellings/garages 1,666.9 

29.2 Other land and buildings 



Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

128 
 

The change reflects properties lost through sales, demolitions, acquisitions, and revaluation 
of Beacon Values and depreciation. £100.5m was spent on HRA dwellings during the year of 
which £73.3m was impaired as not adding value to the dwellings.  This impairment was 
charged to the revaluation reserve in year.   
 
As at 31 March 2016, the Council also owned 119 dwellings (2015: 137) that were occupied 
by trespassers following the death or departure of the tenant of that property.  These 
properties are, therefore, not available for social housing.  These properties are not 
considered to have a value whilst they are occupied in this way, but if they were to become 
available for social housing, their value, on the basis of an Existing Use Value – Social 
Housing (EUV-SH) would be £3.2m (2015: £3.6m). 
 
The value of the Council dwellings is broken down into components as follows: 
 

31 March 2015   31 March 2016 

 £m    £m 

398.9 Land   404.7 

23.8 Kitchens  19.5 

31.6 Bathrooms  25.3 

70.6 Windows   56.6 

43.8 Heating   38.3 

38.9 Roofs  
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H4. Major Repairs Reserve 
 
A transfer is made to the Major Repairs Reserve each year of a value equivalent to the 
amount charged to the HRA for depreciation of dwellings based on the componentised 
valuation of the dwellings and individual component residual lives, to make provision for 
ongoing elemental renewal over the longer term. 
 
The main movements on the Major Repairs Reserve are set out below: 
 

2014/15    2015/16 

£m    £m 

44.6  Balance on Major Repairs Reserve at 1 April 15.8 

39.3 
Amount transferred to Major Repairs Reserve during the 
year 

37.8 

(68.1) 
Charge to the Major Repairs Reserve during the financial 
year in respect of capital expenditure on the land, houses 
and other property within the Council’s HRA 

(47.8) 

15.8 Balance on Major Repairs Reserve at 31 March 5.8 

 
 
 
 
H5. Capital Expenditure on HRA Assets 
 
Expenditure on HRA assets was funded from the following sources: 
 

2014/15  2015/16 

£m  £m 

17.7 Usable Capital Receipts (Right to Buy / land) 22.2 

68.1 Major Repairs Reserve 47.8 

29.4 Revenue contributions 20.1 

14.0 Prudential Borrowing 4.5 

5.9 Other resources 5.9 

135.1  100.5 

 
The total capital receipts from disposals of land, houses and other property within the HRA 
during the financial year was £27.2m (land £6.1m, houses £21.1m).  The values for 2014/15 
were £35.6m (land £12.8m and houses £22.8m).  The Government operates a capital 
receipts pooling framework and of these amounts £6.5m was paid to Central Government 
(2014/15: £5.7m). 
 
 
H6. Depreciation Charges 
 
The total charge for depreciation for the land, houses, and other property within the 
Authority’s HRA is £37.8m (2014/15: £39.3m).  The depreciation charge is calculated by 
reference to an assessment of the remaining useful life of the key components of each 
individual dwelling valued on a depreciated replacement cost basis. 
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H7. Contribution from Pension Reserve 
 
The Comprehensive Income and Expenditure Statement includes pension costs calculated 
in accordance with International Accounting Standard (IAS) 19 as described in detail in Note 
11 to the Financial Statements.  To ensure that these costs do not affect the level of HRA 
balances and Council House rents, an appropriation is made from the Pensions Reserve so 
that the movement in balances only reflects the actual employer’s pension contribution.   
 
 
H8. Rent Arrears 
 
Rent arrears from current tenants at 31 March 2016 totalled £12.1m 
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Notes to the Collection Fund 
C1. Contributions from Council Taxpayers 
 
The Council's tax base at January 2015 (the number of chargeable dwellings in each 
valuation band net of discounts) converted to an equivalent number of Band D dwellings was 
calculated as follows: 
 

Band Number of 
Properties 

Ratio Band D 
equivalent 
dwellings 

 

AR 139 5/9 77  
A 78,743 6/9 52,495  
B 83,521 7/9 64,961  
C 56,818 8/9 50,505  
D 29,973 1 29,973  
E 17,500 
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 PETPS (Birmingham) Limited, which has taken on the employer responsibility 
for the pension liabilities of the NEC Ltd on its disposal has been included as 
a subsidiary company, and  

 Paradise Circus General Partner Limited, a partnership between the Council 
and BRITEL Funds Trustees Limited for the development of the Paradise 
Circus area of the City, has been included as an associate company. 
 

2.4 The Group Accounts consolidate the Council’s accounts with those of: 
 
         Subsidiaries 

 Acivico Limited 

 Birmingham Museums Trust 

 Innovation Birmingham Limited 

 National Exhibition Centre Limited (including NEC Finance Plc) for the period 
to 1 May 2015 

 National Exhibition Centre (Developments) Plc 

 Performances Birmingham Limited 

 PETPS (Birmingham) Limited 
 

  Associates 

 Birmingham Airport Holdings Limited 

 Paradise Circus General Partner Limited 

 Service Birmingham Limited 
 
 
2.5 Further detail regarding the Council’s relationship with the above companies is given 

in notes G23 and G24. 
 

2.6 The Council also maintains involvement with a number of other related entities where 
the assets and liabilities of the companies are not included in these Group Accounts. 
Where these entities fall within the Group boundary as subsidiaries, associates or 
jointly controlled entities they have been excluded from consolidation on the grounds 
of materiality.  Otherwise they do not fall within the Group boundary due to the 
Council's limited control or influence.  Further details are set out in Note 48 to the 
Council’s accounts. 
 
 

3 Changes in Group Structure 
 

3.1 On 16 January 2015, the Council announced that it had entered into a binding 
agreement to sell the National Exhibition Centre Limited (NEC Ltd) to Lloyds 
Development Capital, the private equity arm of Lloyds Banking Group.  The sale was 
completed on 1 May 2015. 
 

3.2 The sale involved a number of transacl Exited�x
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 2014/15 2015/16 
 Entity Group Entity Group 
 £m £m £m £m 
Long Term Assets 5,156.3 5,200.2 5,295.7 5,233.7 
Current Assets 685.4 709.8 418.6 428.2 
Current Liabilities (1,301.1) (1,368.2) (1,071.7) (1,077.7) 
Long Term Liabilities (5,768.6) (5,881.5) (5,437.6) (5,431.5) 

Net Assets/(Liabilities) (1,228.0) (1,339.7) (795.0) (847.3) 
     
Represented by     
Usable Reserves 626.0 519.9 895.7 831.1 
Unusable Reserves (1,854.0) (1,859.6) (1,690.7) (1,678.4) 

Total Reserves (1,228.0) (1,339.7) (795.0) (847.3) 
     
     
 

5.6 The net liability has reduced by £492.4m to £847.3m.  This is mainly due to 
reductions in the net liability on defined benefit pension schemes and the reduction in 
provision by the Council for Equal Pay claims.  
 

5.7 Group Cash Flow Statement – 
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Group Cash Flow Statement 
 
The Group Cash Flow Statement shows the changes in cash and cash equivalents of the 
Group during the reporting period.   
 

2014/15 
 

Note 2015/16 

£m 
  

£m 

(34.6) 
Net Surplus/(Deficit) on the provision of 
services  

(71.5) 

311.8 
Adjustments to net Surplus/Deficit on the 
provision of services for non-cash movements  

605.9 

(122.9) 
Adjustments for items included in the net 
Surplus/(Deficit) on the provision of services 
that are investing and financing activities 

 
(693.0) 

154.3 Net cash flows from Operating Activities G14 (158.6) 

(251.1) Investing Activities G15 270.2 

92.1 Financing Activities G16 (84.6) 

(4.7) 
Net increase/(decrease) in cash and cash 
equivalents  

27.0 

25.7 
Cash and cash equivalents at the beginning of 
the reporting period  

21.0 

21.0 
Cash and cash equivalents at the end of the 
reporting period  

48.0 
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Note G1 
Accounting Policies 
 
The Group Financial Statements summarise the Council’s and Group’s transactions for the 
2015/16 financial year.  The Group Financial Statements have been prepared in accordance 
with the Code of Practice on Local Authority Accounting in the United Kingdom 2015/16, 
supported by International Financial Reporting Standards (IFRS). 
 
Members within the Group have been classified as either subsidiaries or associates with 
details included in respect of the classification within Notes G23 and G24.  Subsidiaries have 
been consolidated into the Group Financial Statements on a line by line basis, with 
associates consolidated under the equity method. 
 
Investments in associates are carried at cost rather than fair value. 
 
Notes to the Group Financial Statements have been presented where the figures are 
materially different from those of the Council's entity accounts.  Where there are not material 
differences, the Notes to the Council’s entity accounts provide the required disclosures. 
 
Accounting policies of the individual members of the Group have been aligned to the 
Council’s accounting policies.  The implementation of FRS102 for the first time means that 
the level of adjustments required is minimised. 
 
The accounting policies applied to the Group Financial Statements are consistent with those 
set out in Note 1 to the Council entity financial statements, with additional policies specific to 
the Group set out below. 
 
Derivative Financial Instruments and Hedging Activities 
 
The Group used foreign currency forward contracts to mitigate the adverse currency 
exchange risk on trade receivables. These contracts were treated as a trading instrument 
with fair value movements on the derivative being recognised immediately through the 
income statement. At 31 March 2015 NEC Ltd had entered into forward contracts totalling 
€3.65m all of which were due to mature within 24 months. 
 
Defined Contribution Pension Schemes 
 
The NEC Limited Group funded two defined benefit schemes, which ceased to provide 
future service accrual with effect from 30 June 2010 and operated two contributory benefit 
schemes comprising a Stakeholder Scheme to which only members contribute, and a Group 
Personal Pension Plan where the company matched member contributions to an agreed 
maximum. The schemes transferred to PETPS (Birmingham) Limited on 1 May 2015 on the 
Council’s disposal of NEC Ltd.  Further information may be found in Note G20. 
 
Defined Benefit Pension Scheme 
 
Acivico Limited and Birmingham Museums Trust participate in the Local Government 
Pension Scheme (LGPS).  The scheme is a funded defined benefit scheme based upon 
career average salary for benefits accrued since 1 April 2014 and on final pensionable salary 
for benefits accrued to 31 March 2014.  Further information may be found within the 
Council’s entity accounting policies and Note G20. 
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Note G7 
Property, Plant and Equipment 
 
Details of the Group Property, Plant and Equipment are set out below. 
 
Movements on Balances:2015/16 
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Note G9 
Financial Instruments 
 
Investments 
The following short term investments are brought into the Group Financial Statements upon 
group consolidation: 

 
Short-term 

 
31 March 2015 31 March 2016 

 
£m £m 

Investments 
  

Loans and receivables 1.5  - 

 
 
Debtors and Cash 
Debtors and cash consolidated as part of the Group Financial Statements are classified as 
loans and receivables.  Further information on Group debtors is provided in Note G10. 
 
Creditors 
Short term creditors consolidated as part of the Group Financial Statements are classified as 
financial liabilities at amortised cost.  Further information on Group creditors is provided in 
Note G11. 
 
Long term creditors consolidated as part of the Group Financial Statements relate to debt 
issued by NEC (Developments) plc on the London Stock Exchange.  The following long term 
creditors are brought into the Group Financial Statements upon group consolidation. 
 

 
Long-term 

 
31 March 2015 31 March 2016 

 
£m £m 

Creditors 
  

Financial liabilities at amortised cost (73.2) (73.2) 

 
Income, Expense, Gains and Losses 
These amounts in the Group Financial Statements are not considered materially different 
from those in the Council entity accounts. 
 
Fair Values of Assets and Liabilities 
The amounts consolidated as part of the Group Financial Statements are not considered 
significantly different from the carrying amounts. 
 
Nature and extent of risks arising from financial instruments 
The nature and extent of risks from financial instruments arising in the Group Financial 
Statements are not considered materially different from those in the Council entity accounts. 
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Note G10 
Short Term Debtors 
 
The table below shows amounts owed to the Council’s Group undertaking at the end of the 
year that are due within 12 months.  These balances have been split by type of organisation. 
 

31 March 2015 
 

31 March 2016 

£m 
 

£m 

62.4 Central government bodies 48.6 

12.2 Other local authorities 19.7 

9.7 NHS bodies 5.0 

0.1 Public corporations and trading funds 
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Note G19 
Leases 
 
Group as the lessee 
 
Finance leases 
 
Details of the Council's finance leases are provided in Note 42 to the Council entity 
accounts. 
 
Operating leases 
 
Details of the Council's operating leases are provided in Note 42 to the Council entity 
accounts. 
 
Group as the lessor 
 
Finance leases 
 
Details of the Council's finance leases are provided in Note 42 to the Council entity 
accounts. 
 
Birmingham City Council is the lessor for premises leased to Innovation Birmingham Group 
Limited (IBL).  As a group subsidiary entity, these leases are eliminated from the group 
accounts.  The information in the section below provides details of the material leases with 
group entities, which are to be excluded from the disclosures provided in Note 42 to the 
Council entity accounts in deriving the group disclosures.  
 
 

31 March 2015  31 March 2016  
£m  £m  

 Finance lease debtor (net present value of 
minimum lease payments) 

  

-  - Current -  
7.7  - Non current 7.7  

14.0 Unearned finance income 13.8  
(0.1) Unguaranteed residual value of property (0.1)  

21.6 Gross investment in the lease 21.4  
    

 
The gross investment in the lease and the minimum lease payments will be received over 
the following periods: 
 

 Gross investment in the 
lease 

 Minimum lease payments 

 31 March 
2015 

31 March 
2016 

 31 March 
2015 

31 March 
2016 

 £m £m  £m £m 
Not later than one year - -  0.2 0.2 
Later than one year and not 
later than five years 

0.1 0.1  0.7 0.7 

Later than five years 
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Note G20 
Defined Benefit Pension Schemes 
 
Details of the Council's involvement in the Teachers' Pensions Scheme and Local 
Government Pension Scheme are provided in Notes 10 and 11 to the Council entity 
accounts. 
 
PETPS Limited 
Following completion of the sale of the NEC Group by the Council on 1 May 2015, NEC 
Limited was replaced as principal employer by PETPS (Birmingham) Limited (PETPS), a 
wholly owned subsidiary of the Council, which assumed the ongoing funding obligation of the 
NEC Limited Pension Fund (the Fund) and the NEC Executive Pension Scheme (the 
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  2014/15 2015/16  
  £m £m  
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Movements in the fair value of plan assets are as follows: 
 
  2014/15 2015/16  
  £m £m  
 Beginning of Period 128.2 141.2  
 Interest income on plan assets 5.5 5.3  
 Return on plan assets in excess on interest 

income 
10.1 (4.1)  

 Contributions by employer 2.0 20.5  
 Administration expenses paid - (0.4)  
 Benefits paid (4.6) (5.0)  

 Fair value of plan assets at 31 March 141.2 157.4  
 
 
Movements in the reimbursement right are as follows: 
 
  2014/15 2015/16  
  £m £m  
 Surplus/(Deficit) at start of year (24.6) (36.6)  
 Expense (charge)/credit (1.0) (1.0)  
 Employer contributions 2.0 20.5  
 Remeasurement gain/(loss) in Other 

Comprehensive Income 
(13.0) 3.4 

 

 Surplus/(Deficit) at end of year (36.6) (13.7)  
 
 
 
Plan Assets 
 
The major categories of plan assets are as follows: 
 
  31 March 

2015 
31 March 

2016 
 

  £m % £m %  
 Equities, GTAA and hedge funds
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Birmingham Museums Trust Limited 
The Museums Trust participates in the West Midlands Pension Fund, a Local Government 
Pension Scheme, for those staff who transferred from the Council to the Trust. 
 





Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

167 
 





Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

169 
 







Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

172 
 

used up to the date of disposal for inclusion in the 2015/16 financial statements.  There was 
no qualification to the audit opinion on the last audited accounts of the group. 
 
Information regarding transactions during the year and balances at the year end between the 
Council and the National Exhibition Centre Limited Group can be found within Note 48 of the 
Council’s entity financial statements. 
 
 
The subsidiary that has not been consolidated into the Group Financial Statements is listed 
below 
 
I. InReach (Birmingham) Limited 
 
The Council set up InReach (Birmingham) Limited in 2014/15, a wholly owned subsidiary of 
the Council, to facilitate the development of new private rented homes for market rent at St 
Vincent Street, Ladywood.  The company has not been consolidated into the Council’s 
Group Financial Statements as the level of transactions and balances to date is not 
considered material to the Group.  However, it is 



Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

173 
 

Note G24 
Associate and Joint Venture Companies 
 
The associates that have been consolidated into the group financial statements are listed 
below. 
 
I. Birmingham Airport Holdings Ltd (BAH) 
 
The main ordinary shareholders of Birmingham Airport Holdings Ltd (BAH)are the seven 
West Midland Districts. The Seven Districts together own 49% of BAH’s 324.0m ordinary 
shares of 1p each (Birmingham City Council owns 18.7% that is 60.5m ordinary shares). 
48.25% ordinary shares are held by Airport Group Investments Ltd which is owned by the 
Ontario Teachers’ Pension Plan and Victorian Funds Management Corporation and the 
remaining 2.75% shares are held by an Employee Share Trust. The Shareholders’ 
Agreement provides for the Districts to cast their 49% vote in all circumstances in one 
consolidated block. The vote of 75% of ordinary shareholders is required for certain major 
decisions of the company. 
 
The seven West Midland Districts together own all £15.4m of BAH’s 6.31% preference 
shares (The Council owns £5.9m) which are cumulative and redeemable. 
 
The BAH Group Accounts incorporate:  

 Birmingham Airport Limited; 

 Birmingham Airport Operations Limited; 

 Euro-Hub (Birmingham) Limited; 

 Birmingham Airport (Finance) Plc;  

 First Castle Developments Limited; 

 Birmingham Airport Developments Limited; 

 BHX Fire and Rescue Limited; 

 Birmingham Airport Services Limited;  

 BHX (Scotland) Limited; and  

 BHX Limited Partnership. 
 
The principal activity of the group is the operation and management of Birmingham 
International Airport and the provision of facilities and services associated with those 
operations. 
 
The year end of the company is 31 March 2016. For the purposes of the consolidation these 
accounts have been used.  There was no qualification to the audit opinion on the last 
audited accounts of the company. 
 
BAH is accounted for as an associate for the following reasons: 
 

 The Shareholders’ Agreement provides for the Districts to cast their 49% vote in all 
circumstances in one consolidated block.  As the Council holds 18.7% within this 
49% it is considered that the Council has greater power to influence the voting of 
block; 

 

 25% of the BAH Board of Directors (4 of 16) are Council officers or councillors. 
 
Following adjustments to the financial information to align accounting policies with those of 
the Council, in accordance with the principal of equity accounting under the Code, the 
summarised financial information for the associate for the year ended 31 March is detailed 
below: 
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The year end of the company is 30 June 2015. For the purposes of the consolidation these 
accounts have been used and supplemented by management accounts information for the 
nine month period to 31 March 2016.  There was no qualification on the audit opinion for the 
last audited accounts of the company. 
 
Following adjustments to the financial information to align accounting policies with those of 
the Council, in accordance with the principles of equity accounting under the Code, the 
summarised financial information for the associate for the year ended 31 March is as follows: 
 
 
31 March 2015  31 March 2016  

£m  £m  
- Non

No
BT
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[( )] TJ
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Annual Governance Statement 2015/16 
 
 

1. Scope of responsibility 
 

1.1. Birmingham City Council (the Council) is responsible for ensuring that its 
business is conducted in accordance with the law and proper standards, and 
that public money is safeguarded and properly accounted for, and used 
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2.4. The governance framework has been in place at the Council for the year 
ended 31 March 2016 and up to the date of approval of the Statement of 
Accounts. 
 
 

3. The governance framework 
 

3.1. The key elements of the systems and processes that comprise the Council's 
governance arrangements include the following:  
 
The Council’s purpose and vision for Birmingham 

 
3.2. The Council Business Plan and Summary Budget 2016+ (The Plan) sets out 

the Council’s vision and priorities in terms of the Council’s contribution to 
strategic outcomes. The Plan is updated each year and is available on the 
Council’s web-site.   

3.3. The Plan articulates the strategic direction for the Council with a clear set of 
corporate priorities.  These priorities have been informed by extensive 
consultation with the public.  Progress against these priorities is monitored 
through a set of Council Business Plan measures, which have been formally 
agreed by Cabinet following discussion with Members. Regular monitoring 
and quarterly reporting against these measures ensures that shortfalls in 
performance are identified at an early stage and effective action to bring 
performance in line with targets is undertaken. 

  
3.4. In turn, the corporate priorities are supported by more detailed Directorate and 

Service Plans which are also regularly monitored and reviewed. 
 

3.5. The Council ensures the economical, effective and efficient use of resources, 
and secures continuous improvement in the way in which its functions are 
exercised, by having regard to a combination of economy, efficiency and 
effectiveness as required by the Best Value duty.  Achievement of value for 
money is central to the Plan and the Council’s long term financial strategy. 
 

3.6. The Council’s planning framework is set in the context of the wider city 
leadership and governance, such as: the City Plan and Vision (in 
development); the Combined Authority Plan (in development) and the 
Strategic Economic Plan (developed by the local enterprise partnerships in 
conjunction with the West Midlands Combined Authority). This framework will 
be the vehicle by which the Council’s vision 2020 will be implemented in 
conjunction with partners. It is set out in the diagram overleaf. 
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3.7. The above diagram shows the high level sequence to achieve the vision 2020, 
including: creating the Future Council through the Future Council Programme; 
the implementation of the improvement plans; the directorate/service plans 
and the performance framework through which the Council will monitor and 
evaluate. 

3.8. 
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3.34. Legal requirements and Council policy, together with guidance on their 

implementation, are set out in detail in the Policies, Standards, Procedures 
and Guidance database held on the Council’s intranet for financial, 
Information Communications Technology and business procedures, and 
People Solutions for Human Resources policies and procedures.  Directorates 
maintain detailed delegations and guidance on specific legislative 
requirements which affect their service delivery. The Council has a strong 
Internal Audit function (Birmingham Audit) and well-established protocols for 
working with External Audit. The Council’s external auditors have 
responsibilities under the Code of Audit Practice to review compliance with 
policies, procedures, laws and regulations within their remit. 

 
Capacity and Capability 

 
3.35. The financial reductions facing the Council are impacting on workforce 





Birmingham City Council                                                Draft Accounts for the Year Ended 31 March 2016 
 

 

188 
 

 

3.42. The Council’s Scrutiny function regularly engages with key partners and other 
interested groups and individuals in order to assess the impact and suitability 
of the Council’s activity.  The Scrutiny Committees make an annual report to 
Full Council. 
 

3.43. The Customer First programme and Communications Review ensures that 
clear channels of communication are in place with service users, citizens and 
stakeholders.  The Council holds meetings in public wherever possible.   
Directorates have extensive programmes of consultation and engagement 
activity for specific services. 

 
 

4. Review of effectiveness 
 

4.1. The Council has responsibility for conducting, at least annually, a review of 
the effectiveness of its governance framework including the system of internal 
control. The review of effectiveness is informed by the work of the CLT within 
the Council who have responsibility for the development and maintenance of 
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4.5. The arrangements for the provision of internal audit are contained within the 
Council’s Financial Regulations which are included within the Constitution.  
The Strategic Director of Finance and Legal is responsible for ensuring that 
there is an adequate and effective system of internal audit of the Council’s 
accounting and other 
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Issue 
No 

Governance Issue Mitigation Action / Proposed 
Action 

The Care Act 2014 sets out the 
legal requirements for adult 
safeguarding. 
 
 

at all levels has been introduced.  
 
The Care Act established the 
requirement to set up an independent 
Safeguarding Board for 
Adults.  Arrangements are in place to 
work alongside the existing 
membership of the Birmingham Adults 
Safeguarding Board (BSAB) with a 
view to ensuring that local 
arrangements are compliant with the 
Care Act. 
 
 

2 The Council faces continued 
reducing resources.  This poses 
challenges to the financial 
resilience of the Council.   
 
The Council’s Business Plan sets 
medium term strategies for 
business changes, the 
management and development of 
its services and maintenance of its 
assets, and a specific plan over a 
period of up to 10 years.   
 
Given the Council is in the sixth 
year of budget reductions the 
possibility of Judicial Review 
challenge to the budget or 
elements of it remains high. 
 

Service Reviews considered options 
for future service delivery in the light of 
corporate priorities, statutory duties, 
service performance standards and 
resources available.  
 
By focussing on its Future Council 
2020 vision, the Council has agreed its 
2016/17 budget and a multi-year 
financial strategy to deliver the vision 
 

3 The risk of Equal Pay Claims 
remains significant and is being 
actively managed by a joint team 
from Legal Services and Human 
Resources.  Financial resilience 
continues to be a focus for the 
external auditors and increasing 
demands to evidence Going 
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Issue 
No 

Governance Issue Mitigation Action / Proposed 
Action 

4 From the review of governance 
arrangements made by Lord 
Kerslake and following the BIIP’s 
review, work on the Future Council 
Programme continues.   
This includes: 
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Issue 
No 

Governance Issue Mitigation Action / Proposed 
Action 

 Commissioning services. 
 

Any transfer, commissioning or 
outsourcing of services is subject to 
the development and Cabinet 
approval of robust business cases. 
 

6 The current challenging financial 
environment has required 
significant organisational upheaval 
as well as workforce reductions 
and compulsory redundancies. 
 

These organisational changes can 
impact on the productivity and 
efficiency of the organisation 
through the loss of experienced 
staff; impacts on the morale of the 
workforce, with the potential 
negative consequences on 
employee relations and increased 
the potential for industrial action. 

Through the Future Council 
Programme: Forward the Birmingham 
Way, a new employee engagement 
programme is focused on redefining 
organisational and employee 
expectations and requirements.  
 
In the forthcoming year the significant 
budget reductions including the 
proposals for the new workforce 
contract may strain industrial relations. 
However, positive local relationships 
with the trades unions and their 
understanding of the challenges will 
contribute to mitigating and managing 
this. 
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Statement of Responsibilities for the Statement of Accounts 
 
The Council’s Responsibilities 
 
The Council 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 
Birmingham City Council this is the Strategic Director – Finance & Legal who also 
has the role of Section 151 officer; 
 

 manage its affairs to secure economic, efficient and effective use of resources and 
safeguard its assets; 
 

 approve the Statement of Accounts. 
 
The Section 151 Officer’s Responsibilities 
 
The Section 151 Officer is responsible for the preparation of the Council’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 Section 151 Officer has: 
 

 selected suitable accounting policies and applied them consistently; 
 

 made judgments and estimates that were reasonable and prudent; 
 

 complied with the Code. 
 
The Section 151 Officer has also: 
 

 kept proper accounting records which are up to date; 
 

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

 
Certification of Accounts 
 
I certify that the Statement of Accounts presents a true and fair view of the financial position 
of Birmingham City Council at 31 March 2016 and its income and expenditure for the year 
ended 31 March 2016. 

 
. . . . . . . . . . . . . . . . . . . . . . . . . . . 
Jon Warlow, Strategic Director – Finance & Legal 
22 June 2016 
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Glossary 
 
 
Academy School 
A school that chooses to opt out of Local Authority control and receive its funding direct from 
the Education Funding Agency. 
 
Accruals 
Income and expenditure are recognised as they are earned or incurred, not as money is 
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Housing Revenue Account (HRA) 
A separate account detailing the expenditure and income arising from the provision of 
council housing. 
 
Impairment 
A diminution in value of a fixed asset resulting from, for example, obsolescence or physical 
damage. To comply with accounting standards the Council undertakes annual reviews of its 
assets to identify any assets which have been impaired. 
 
Infrastructure Assets 
These are inalienable assets, the value of which is recognised only by continued use of the 
asset created. Examples of such assets are highways and footpaths. 
 
Intangible Assets 
An intangible (non-physical) item may be defined as an asset when access to the future 
economic benefits it represents is controlled by the reporting entity.   
 
Investment Properties 
Interest in land and/or buildings in respect of which construction work and development have 
been completed, or which is held for its investment potential with rental income being 
negotiated at arm’s length. 
 
Investments 
A long-term investment is an investment that is intended to be held for use on a continuing 
basis in the activities of the Council. Investments should be so classified only where an 
intention to hold the investment for the long term can clearly be demonstrated or where there 
are restrictions as to the investor’s ability to dispose of the investment. 
 
Lender Option Borrower Option (LOBO) 
A LOBO is a type of loan instrument where borrowing is undertaken, initially at a fixed rate of 
interest. Periodically, at specific points, the lender has the option to alter the interest rate 
charged.  Should the lender exercise the option to alter the interest rate, the borrower then 
has the option to continue with the loan instrument at the new rate or alternatively to 
terminate the agreement and pay back the sum borrowed with no other penalty. 
 
Liabilities 
Amounts due to individuals or organisations, at the balance sheet date, which will have to be 
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example the Capital Receipts Reserve that may only be used to fund capital expenditure or 
repay debt).  
 
Unusable Reserves 
Unusable reserves are reserves that the Council is not able to use to provide services. This 
category includes reserves that hold unrealised gains and losses (for example the 
Revaluation Reserve), where amounts would only become available to provide services if 
the assets are sold; and reserves that hold timing differences shown in the Movement in 
Reserves Statement line ‘Adjustments between accounting basis and funding basis under 
regulations’. 
 
Revenue Expenditure 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BIRMINGHAM CITY 
COUNCIL 
 
 
To follow on completion of the audit.


