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Foreword to the Accounts 
 
1 Introduction 
 
1.1 This document presents the statutory financial statements for Birmingham City 

Council for the period from 1 April 2013 to 31 March 2014.  The financial statements 
have been prepared in accordance with the 2013/14 Code of Practice on Local 
Authority Accounting (The Code) published by the Chartered Institute of Public 
Finance and Accountancy (CIPFA). 

 
1.2 This foreword 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 2013/14 
 

2.1 The management of the Council’s finances continues to be set in the context of 
reducing resources as a consequence of the Government’s policy of reducing 
expenditure in order to assist in addressing the deficit in the national public finances. 
The associated reduction in Government grants to local authorities has a particular 
impact on authorities such as Birmingham which are dependent on those grants for a 
significant proportion of their funding. 
 

2.2 These grant reductions, when taken together with cost pressures arising from 
inflation, changing population needs, meeting Government requirements and the 
costs of borrowing, have meant that the Council has already needed to make savings 
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 We have implemented a marketing strategy based on robust customer knowledge, to 

improve the take up of adoption and fostering  

 We hosted the National Inclusion symposium and launched the Birmingham 

Declaration, committing 17 councils to work together to tackle social exclusion   

 We promoted the Business Charter for Social Responsibility through awards 

ceremonies and the Find it in Birmingham website and modernised our 

commissioning approach to include social value principles 

 We have successfully supported the transition to universal credit for social housing 

tenants and created a network of Digital Champions to support vulnerable and 

excluded citizens to gain the skills to access digital services 

 We introduced full web streaming for our public meetings. 

 
 
3 Changes in the Funding of Local Government 

 
National Non Domestic Rates Retention Scheme 
 

3.1 The Local Government Finance Act 2012 introduced significant changes to the 
funding of local government under the Government’s Localisation Programme.  One 
of these changes, which came into effect for the 2013/14 financial year, was to allow 
local authorities to retain a proportion of any National Non Domestic Rate (NNDR) 
generated in their area.  Prior to 1 April 2013 Central Government held 100% of the 
financial responsibility and risk for NNDR. 
 

3.2 With effect from 1 April 2013 the total NNDR raised each year will be allocated 
proportionately on the following basis: 
 

 50% Central Government; 

 1% The West Midlands Fire and Rescue Authority and  

 49% Birmingham City Council. 
 

3.3 The collection and distribution of NNDR based on the new regime will be accounted 
for under statute through the Collection Fund.   
 

3.4 In addition there are special arrangements that apply to areas designated as 
Enterprise Zones (EZs), which allow for the retention of 100% of any NNDR growth 
achieved within the EZ area, above a certain pre-determined baseline level. 
 
Council Tax Support Scheme 
 

3.5 From 1 April 2013 the Government abolished council tax benefit and replaced it with 
a local discount scheme that was to be designed and delivered by local Councils. 
 

3.6 
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circumstances.  There is some built in protection within the Birmingham scheme for 
vulnerable claimants such as pensioners, disabled, war widows, carers and families 
with children under 6 who can still claim council tax support up to 100% of their 
liability. 
 

3.8 Government grant received by the Council to meet the cost of discounts given is 
awarded as part of Start-Up Funding that has been reduced by 10% nationally, which 
has meant a reduction in support from £89.5m in 2012/13 to £79.5m in 2013/14. 

    
Public Health 
 

3.9 As part of the reforms to the National Health Service, on 1 April 2013 the Council 
became responsible for a range of Public Health services that were previously 
managed by the City’s Primary Care Trusts.  These services have been funded in 
2013/14 by a ring-fenced Public Health Grant of £80.1m from the Department of 
Health. 
 
 

4 The Financial Statements 
 

4.1 The pages which follow contain the Council’s Financial Statements for the year ended 
31 March 2014, with comparative figures for the previous financial year, and 
comprise: 

 
The Main Financial Statements 
 

4.2 Movement in Reserves Statement (MiRS) – provides a reconciliation of the 
movement in year on the different reserves of the Council and how the balance of 
resources generated or used in the year links to the statutory requirements for raising 
Council Tax or for setting rents for Council dwellings.  
 
The Surplus/(Deficit) on the Provision of Services shows the true economic cost of 
providing the Council’s services, more detail of which is shown in the Comprehensive 
Income and Expenditure Statement. 

 
4.3 The Comprehensive Income and Expenditure Statement (CIES) – provides the 

accounting cost in year of delivering services, in a specified format, in accordance 
with generally accepted accounting practices, rather than the amount to be funded 
from taxation or from rents for Council dwellings.  Details of the Council’s 
management accounts have been provided in the Financial Outturn Report to Cabinet 
on 16 June 2014, which is summarised in paragraph 6 below. 
 
The Housing Revenue Account position is shown in a separate statement within 
these accounts. 

 
The 2013/14 CIES shows a reduction of £188.0m in the net cost of services 
compared to 2012/13. There continues to be an underlying reduction in net 
expenditure on services due to the tightening of public expenditure in conjunction with 
a reduction in the in-year contribution to the provision required for equal pay 
settlements from £226.5m in 2012/13 to £95.8m in 2013/14 

 
4.4 Balance Sheet – shows the value of assets and liabilities recognised by the Council 

at 31 March 2014 and the level of reserves, split between usable, that is those that 
may be used to provide services, and unusable, that is those that may not be used to 
provide services.  Unusable reserves include reserves that hold unrealised gains and 
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losses where amounts would only become available to provide services if the assets 
were to be sold and reserves that hold timing differences. 

 
The net liability has reduced 
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6.1.3 A net underspending of £59.1m on corporate accounts has been added to reserves 
and balances for future years contingencies and a net underspend of £2.8m on Policy 
Contingency has been carried forward within balances.  The net underspend on 
corporate accounts reflects a saving of £51.5m arising from a revision to the Council’s 
policy for Minimum Revenue Provision for 2013/14, which was agreed by Council on 
16 September 2014. 
 
 

6.2 Capital Expenditure 
 
6.2.1 Total reported expenditure on Directorate capital schemes in 2013/14 was £262.3m 

(2012/13: £553.9m ), compared to the revised capital budget of £510.7m (2012/13: 
£745.8m ).  The reported variance of £248.4m is mainly as a result of delays in 
expenditure on a number of capital schemes (£232.1m ).  Details of this slippage are 
given in the Council’s Capital Outturn report for 2013/14.  It should be noted that no 
Council resources were lost as a result of the slippage as the resources and planned 
expenditure will be “rolled forward” into future years. 
 
Directorate Capital 

Revised 
Budget 

Capital 
Outturn 

Capital 
Variance 

 £m £m £m 

People Directorate    
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Financing Method £m  

Borrowing  100.2  

Government Grants 69.0  

Other Grants and Contributions 13.9  

Use of Capital Receipts – HRA 15.8  

Use of Revenue Resources – HRA 63.4  

PFI and Finance Leases 
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 It is not unique to Birmingham City Council as this is in common with the 
national position for pension funds. Details of the pension liability and assets 
are set out in Notes 11 and 12 to these financial statements. 

 
6.7 Provisions 

 
Equal Pay 

 
6.7.1 The Council has continued to receive claims in respect of the Equal Pay Act 1970 up 

to the sign off of these financial statementnancia 
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8.6 The major assets of the NEC have historically been accounted for in the Council’s 
Group and entity financial statements as specialist assets on a valuation basis of 
depreciated replacement cost (DRC) as there was no comparable market evidence 
on which the assets could be valued.  In light of more information relevant to a 
market valuation now being available the carrying value of the assets, anticipated to 
be disposed of and retained, in the financial statements reflects this information. 
 

8.7 
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CORE FINANCIAL STATEMENTS 
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Comprehensive Income and Expenditure Statement 
 
This Statement shows the accounting cost in the year of providing services in accordance 
with generally accepted accounting practices, rather than the amount to be funded from 
taxation. The detail for 2012/13 has been restated to reflect the impact of the changes 
arising from the implementation of IAS 19, Employee Benefits. 
 

2012/13 (Restated) 
  

2013/14 
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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.  
 
 
 

2012/13 
 

Note 2013/14 
£m 

  
£m 

4,677.4 Property, Plant and Equipment  21 4,622.8 
245.3 Heritage Assets 22 245.7 

43.6 Intangible Assets 23 49.3 
268.2 Long Term Investments 24 257.0 

70.8 Long Term Debtors 25 77.1 

5,305.3 Total Long Term Assets 
 

5,251.9 

        

    103.0 Short Term Investments 26 83.0 
14.8 Assets Held for Sale 27 11.8 
1.3 Inventories 28 1.0 

243.9 Short Term Debtors 29 228.4 
69.1 Cash and Cash Equivalents 30 42.3 

432.1 Total Current Assets 
 

366.5 

        

(72.7) Cash and Cash Equivalents 30 (24.7) 

(466.2) Short Term Borrowing 34 (569.8) 
(283.0) Short Term Creditors 31 (289.7) 
(145.4) Provisions 32 (191.6) 

(967.3) Total Current Liabilities 
 

(1,075.8) 

        

    (555.7) Provisions 32 (482.3) 
(2,787.2) Long Term Borrowing 34 (2,646.2) 

(437.2) Other Long Term Liabilities 39 (513.3) 
(2,183.7)  

(5re

W*/P <</MCID 70>> BDC q
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Cash Flow Statement  
 
The Cash Flow Statement shows the changes in cash and cash equivalents of the Council 
during the reporting period. The figures for 2012/13 have been restated to reflect the impact 
of the introduction of IAS 19, Employee Benefits. 
 
 

2012/13 
(Restated) 
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Note 1 
Accounting Policies 
 
i. General Principles 
 
The Statement of Accounts summarises the Council’s transactions for the 2013/14 financial 
year and its position at the year-end of 31 March 2014. The Accounts and Audit regulations 
2011, requires the 
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The Local Government Pension Scheme 
 
The Local Government Scheme is accounted for as a defined benefits scheme: 
 

 The liabilities of the West Midlands Local Government Pension Fund attributable to 
the Council are included in the Balance Sheet on an actuarial basis using the 
projected unit method – that is, an assessment of the future payments that will be 
made in relation to retirement benefits earned to date by employees, based on 
assumptions about mortality rates, employeeDC BT
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Pensions Reserve thereby measures the beneficial impact to the General Fund arising from 
the requirement to account for retirement benefits on the basis of cash flows rather than as 
benefits are earned by employees. 
 
Discretionary Benefits 
 
The Council also has restricted powers to make discretionary awards of retirement benefits 
in the event of early retirements. Any liabilities estimated to arise as a result of an award to 
any member of staff, including teachers and public health employees, are accrued in the 
year of the decision to make the award and accounted for using the same policies as are 
applied to the Local Government Pension Scheme.
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Measurement 
 
Assets are initially measured at cost, comprising: 
 

 the purchase price 

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

 
The Council capitalises borrowing costs incurred whilst material assets are under 
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Assets included in the Balance Sheet at fair value are revalued sufficiently regularly to 
ensure their carrying amount is not materially different from their fair value at the year-end, 
but as a minimum every five years. Increases in valuations are matched by credits to the 
Revaluation Reserve to recognise unrealised gains. Exceptionally, gains might be credited to 
the Comprehensive Income and Expenditure Statement where they arise from the reversal 
of a loss previously charged to a service. 
 
Where decreases in value are identified, the accounting treatment is: 
 

 Where there is a balance of revaluation gains for the asset in the Revaluation 
Reserve, the carrying amount of the asset is written down against that balance 

 Where there is insufficient balance, the carrying amount of the asset is written down 
firstly against the Revaluation Reserve and the remaining amount against the 
relevant service line in the Comprehensive Income and Expenditure Statement. 

 
The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the 
date of its formal implementation. Gains arising before that date have been consolidated into 
the Capital Adjustment Account. 
 
Impairment 
 
Assets are assessed at each year-end for any indication that an asset may be impaired. 
Where indications exist and any possible difference is estimated to be material, the 
recoverable amount of the asse
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The useful lives of each asset are 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 T
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When an asset is disposed of or decommissioned, the carrying amount of the asset in the 
Balance Sheet and the gain or loss on disposal is written off to the Other Operating 
Expenditure line in the Comprehensive Income and Expenditure Statement. Any revaluation 
gains accumulated for the asset in the Revaluation Reserve are transferred to the Capital 
Adjustment Account.  Gains and losses on disposal of assets are not a charge against 
Council Tax, as the cost of non-current assets is fully provided for under separate 
arrangements for capital financing. Amounts are appropriated to the Capital Adjustment 
Account from the General Fund Balance in the Movement in Reserves Statement. 
 
Amounts received from a disposal are categorised as capital receipts. A proportion of 
receipts relating to housing disposals (for 2013/14, 75% for dwellings, 50% for land and 
other assets, net of statutory deductions and allowances) is payable to the Government. The 
balance of receipts is required to be credited to the Capital Receipts Reserve. Receipts are 
appropriated to the Reserve from the Gener 
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xii. 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) are capitalised 
when it is expected that future economic benefits or service potential will flow from the 
intangible asset to the Council. The Council is engaged in a major Business Transformation 
programme and has determined that, in accordance with International Accounting Standard 
38, Intangible Assets, aspects of the expenditure on this programme create intangible 
assets. 
 
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 
value of the assets held by the Council can be determined by reference to an active market. 
In practice, no intangible asset held by the Council meets this criterion, and they are 
therefore carried at amortised cost. The depreciable amount of an intangible asset is 
amortised over its useful life to the relevant service line(s) in the Comprehensive Income and 
Expenditure Statement. An asset is tested for impairment whenever there is an indication 
that the asset might be impaired – any losses recognised are posted to the relevant service 
line(s) in the Comprehensive Income and Expenditure Statement. Any gain or loss arising on 
the disposal or abandonment of an intangible asset is posted to the Other Operating 
Expenditure line in the Comprehensive Income and Expenditure Statement. 
 
Where expenditure on intangible assets qualifies as capital expenditure for statutory 
purposes, amortisation, impairment losses and disposal gains and losses are not permitted 
to have an impact on the General Fund balance. The gains and losses are therefore 
reversed out of the General Fund Balance in the Movement in Reserves Statement and 
posted to the Capital Adjustment Account and (for any sale proceeds greater than £10,000) 
the Capital Receipts Reserve. 
 
The Council's policy is to capitalise costs that are related to the acquisition of intangible 
assets.   
 
xiii. Investment Properties 
 
Whilst discharging its role the Council works to ensure that the stewardship of all property 
assets is such that they are managed in a way that is economic, efficient and effective. The 
Council does not have a policy for holding property (land or building, or part of a building, or 
both), which at inception or subsequently was acquired or constructed specifically with the 
sole purpose of generating rental income or capital appreciation or both.  The Council has a 
number of lease arrangements with subsidiary companies that are not treated as investment 
properties in line with IAS 40, Investment Property.  As a result the Council holds no property 
assets on its balance sheet that fall to be classified under the Code and International 
Financial Reporting Standards as 'Investment Properties'.    
 
xiv. Private Finance Initiative (PFI) and Similar Contracts 
 
PFI and similar contracts are agreements to receive services, where the responsibility for 
making available the property, plant and equipment needed to provide the services passes 
to the PFI contractor. As the Council is deemed to control the services that are provided 
under its PFI schemes, and as ownership of the property, plant and equipment will pass to 
the Council at the end of the contracts for no additional charge, the Council carries the 
assets used under the contracts on its Balance Sheet as part of Property, Plant and 
Equipment. 
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The original recognition of these assets at fair value (based on the cost to purchase the 
property, plant and equipment) is balanced by the recognition of a liability for amounts due to 
the scheme operator to pay for the capital investment.  The Council includes the cost of 
establishing Special Purpose Vehicles in the calculation of the liabilities. 
 
Non current assets recognised on the Balance Sheet are revalued and depreciated in the 
same way as property, plant and equipment owned by the Council. 
 
The amounts payable to the PFI operators each year are analysed into five elements: 
 

 fair value of the services procured during the year – debited to the relevant service in 
the Comprehensive Income and Expenditure Statement 

 

 finance costs expensed in the year incurred 
 

 contingent rent – increases in the amount to be paid for the property arising during 
the contract, debited to the Financing and Investment Income and Expenditure line in 
the Comprehensive Income and Expenditure Statement 

 

 payment towards liability – applied to write down the Balance Sheet liability towards 
the PFI operator 

 

 lifecycle replacement costs – proportion of the amounts payable is posted to the 
Balance Sheet as a prepayment and then recognised as an addition to Property, 
Plant and Equipment when the relevant works are eventually carried out. 
 

xv. Leases 
 
Leases are classified as either finance or operating leases at the inception of the lease.  
Classification as a finance lease occurs where the terms of the lease transfer substantially 
all the risks and rewards incidental to the ownership of the asset from lessor to lessee and 
where the lease term is for the major part of the economic life of the asset in question, 
whether or not title is eventually transferred.  Those leases not classified as finance leases 
are deemed to be operating leases. 
 
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. 
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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. 
 
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 
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Instruments Entered Into Before 1 April 2006 
 
The Council entered into a number of financial guarantees that are not required to be 
accounted for as financial instruments. These guarantees are reflected in the Statement of 
Accounts to the extent that provisions might be required or a contingent liability note is 
needed under the policies set out in the section on Provisions, Contingent Liabilities and 
Contingent Assets. 
 
 
xviii. Cash and Cash Equivalents 
 
Cash is represented 
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relevant service if it is virtually certain that reimbursement will be received if the Council 
settles the obligation. 
 
Provision for Back Pay Arising from Equal Pay Claims 
 
The Council has made a provision for the costs of back pay arising from claims made under 
the Equal Pay Act 1970, as amended by the Equal Pay Act (Amendment) Regulations 2003. 
The Council bases the estimate of its provision on the expected costs of settlement for 
claims received up to the point of production of its financial statements. 
 
The Council has received capitalisation directions to support an element of the provision 
made.  However, statutory arrangements allow settlements to be financed from the General 
Fund and HRA in the year that the payments actually take place, not when the provision is 
established.  The additional provision made above the capitalisation directions given is, 
therefore, balanced by an Equal Pay Back Pay Account created from amounts credited to 
the General Fund and HRA balances in the year that the provision was made or modified.  
The balance on the Equal Pay Back Pay Account will be debited back to the General Fund 
and HRA balances in the Movement in Reserves Statement in future financial years as 
payments are made. 
 
Contingent Liabilities 
 
A contingent liability arises where an event has taken place that gives the Council a possible 
obligation that will only be confirmed by the occurrence or otherwise of uncertain future 
events not wholly within the control of the Council. Contingent liabilities also arise in 
circumstances where a provision would otherwise be made but either it is not probable that 
an outflow of resources will be required or the amount of the obligation cannot be measured 
reliably. 
 
Contingent liabilities are not recognised in the Balance Sheet but disclosed in Note 33 to the 
accounts. 
 
Contingent Assets 
 
A contingent asset arises where an event has taken place that gives the Council a possible 
asset whose existence will only be confirmed by the occurrence or otherwise of uncertain 
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Cash Flow Statement 
 
The Council’s Cash Flow Statement includes in ‘Operating Activities’ cash flows only its own 
share of the Council Tax and NNDR 



Birmingham City Council                                                          



Birmingham City 
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Note 3 
Critical Judgements in Applying Accounting Policies 
 
In applying the accounting policies set out in Note 1, the Council has had to make certain 
judgements in respect of complex transactions or those transactions involving uncertainty 
about future events.  The critical judgements made in the Statement of Accounts are: 
 
Going Concern 
The Council is continuing to face financial challenges as a result of the ongoing reduction in 
central government support and the need to fund budget pressures, including those arising 
from equal pay claims.  The Council has developed its medium to long term financial 
strategy, detailed in the Business Plan and Budget 2014+, and is meeting these budget 
challenges by developing multi-year savings plans and through the generation of capital 
receipts.  The Council has successfully delivered significant savings plans previously and 
has appropriate contingency plans in place to provide protection against any timing 
differences in the generation of capital receipts or any shortfall in the delivery of savings 
plans.  As such the Council has identified that it has general fund balances and can 
redesignate earmarked reserves to meet any shortfall or it can delay the timing of MRP 
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Type of School 
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Community 155 17 26 22 1 221  

Voluntary Controlled 7 0 0 0 0 7  

Voluntary Aided 63 10 0 0 0
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Business Transformation programme 
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Note 4  
 
Assumptions Made About the Future and Other Major Sources of Estimation 
Uncertainty 
 
The Statement of Accounts contains estimated figures that are based on assumptions made 
by the Council about the future or that are otherwise uncertain.  Estimates are made taking 
into account historical experience, current trends and other relevant factors.  However, 
because balances cannot be determined with certainty, actual results could be materially 
different from the assumptions and estimates. 
 
The items in the Council's Balance Sheet at 31 March 2014 for which there is a significant 
risk of material adjustment in the forthcoming financial year are as follows: 
 
 

Estimate Method / 
model used to 

make the 
estimate 

Controls used 
to identify 
estimates 

Whether 
Management 
has used an 

expert
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Estimate Method / 
model used to 

make the 
estimate 

Controls used 
to identify 
estimates 

Whether 
Management 
has used an 

expert 

Underlying 
assumptions 

Has there 
been a 

change in 
accounting 
method in-

year? 
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 Original  
2012/13 
IAS19 

Impact of 
IAS 19 

Change 

Revised  
2012/13 
IAS19 

 £m £m £m 

Comprehensive Income and Expenditure 
Statement 2012/13 

   

Service Costs (excluding HRA) 1,402.5 2.0 1,404.5 

Housing Revenue Account (37.7) 0.1 (37.6) 

Non Distributed Costs (13.2) 1.4 (11.8) 

Cost of Services 1,351.6 3.5 1,355.1 

    

Other Operating Expenditure 398.4 - 398.4 

Financing and Investment Income and Expenditure 196.6 28.5 225.1 

Taxation and Other Non-Specific Grant Income (1,294.9) - (1,294.9) 

(Surplus)/Deficit on Provision of Services 651.7 32.0 683.7 

    

(Surplus)/Deficit on revaluation of Property, Plant 
and Equipment Assets 

(26.3) - (26.3) 

Impairment losses on non-current assets charged 
to the revaluation reserve 

(28.2) - (28.2) 

Actuarial (gains)/losses on pension assets/liabilities 421.8 (421.8) - 

Remeasurement of the net defined benefit liability - 389.8 389.8 

Other Comprehensive (Income)/Expenditure 367.3 (32.0) 335.3
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Cash Flow Statement 
 
The components of the Benefit Obligation remain unchanged, however there are differences 
in the values calculated for Current Service Cost and Interest on Pension Liabilities under 
the revised IAS 19.   
 
The impact of the cashflow changes as a result of the reclassification of PFI and capital 
grant activities activities have a net nil impact on the position. 
 
 Original  

2012/13 
IAS19 

Impact of 
IAS 19 

Change 

Impact 
of PFI 
and 

grants  

Revised  
2012/13 
IAS19 

 £m £m £m £m 

Cash Flow Statement 2012/13     

Net Surplus/(Deficit) on the provision of 
services 

(651.7) 
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Note 6 
Events After the Reporting Period 
 
The Statement of Accounts was authorised for issue by the Director of Finance on 30 June 
2014.  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 2014, the figures in the financial statements and notes have been 
adjusted in all material respects to reflect the impact of this information. 
 
 
Asset Disposals and use of Capital Receipts 
 
The Secretary of State for Communities and Local Government has issued regulations 
allowing Local Authorities to use capital receipts received on or after 1 April 2013 to meet 
back payments associated with implementing the Equal Pay Act 1970. In light of the 
regulations, the Council is expecting to use new capital receipts to meet Equal Pay costs 
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Note 7 
Adjustments Between Accounting Basis and Funding Basis Under Regulations 
 
This note details the adjustments that are made to the total comprehensive income and 
expenditure recognised by the Council in the year in accordance with proper accounting 
practice to the resources that are specified by statutory provisions as being available to the 
Council to meet future capital and revenue expenditure. 
 
The following sets out a description of the reserves that the adjustments are made against. 
 
General Fund Balance 
 
The General Fund is the statutory fund into which all the receipts of the Council are required 
to be paid and out of which all liabilities of the Council are to be met, except to the extent 
that statutory rules might provide otherwise.  These rules can also specify the financial year 
in which liabilities and payments should impact on the General Fund Balance, which is not 
necessarily in accordance with proper accounting practice.  The General Fund Balance 
therefore summarises the resources that the Council is statutorily empowered to spend on 
its services or on capital investment (or the deficit of resources that the Council is required to 
recover) at the end of the financial year.  (For housing authorities, however, the balance is 
not available to be applied to funding HRA services). 
 
Housing Revenue Account Balance 
 
The Housing Revenue Account Balance reflects the statutory obligation to maintain a 
revenue account for local authority council housing provision in accordance with Part VI of 
the Local Government and Housing Act 1989.  It contains the balance of income and 
expenditure as defined by the 1989 Act that is available to fund future expenditure in 
connection with the Council's landlord function or (where in deficit) that is required to be 
recovered from tenants in future years. 
 
Major Repairs Reserve 
 
The Council is required to maintain the Major Repairs Reserve (MRR), which controls the 
application of HRA depreciation charges.  The MRR is restricted to being applied to new 
capital investment in HRA assets or the financing of historical capital expenditure by the 
HRA.  The balance shows the MRR that has yet to be applied at the year-end. 
 
Capital Receipts Reserve 
 
The Capital Receipts Reserve holds the proceeds from the disposal of land or other assets, 
which are restricted by statute from being used other than to fund new capital expenditure or 
to be set aside to finance historical capital expenditure.  The balance on the reserve shows 
the resources that have yet to be applied for these purposes at the year-end. 
 
Capital Grants Unapplied 
 
The Capital Grants Unapplied Account (Reserve) holds the grants and contributions 
received towards capital projects for which the Council has met the conditions that would 
otherwise require repayment of the monies but which have yet to be applied to meet 
expenditure.  The balance is restricted by grant terms as to the capital expenditure against 
which it can be applied and/or the financial year in which this can take place. 
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Adjustments primarily involving the Deferred 
Capital Receipts Reserve (England and Wales): 

       Transfer of minimum lease payments charged to the 
Comprehensive Income and Expenditure Statement (8.1) - - - - 

 
8.1  

Transfer of deferred sale proceeds credited as part of 
the gain/loss on disposal to the Comprehensive Income 
and Expenditure Statement 
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2012/13 
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Adjustments primarily involving the Capital 
Adjustment Account: 

       Reversal of items debited / (credited) to the Surplus or 
Deficit on the Provision of Services in the 
Comprehensive Income and Expenditure Statement: 

       Depreciation charges for Property, Plant and Equipment 136.1  37.0  - - - 
 

(173.1) 
Amortisation of intangible assets 20.0  - - - - 
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Note 8  
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 

Gi 1

G

GG
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Children’s Social Care Growth – has been earmarked as part of the growth in funding in 
Children’s Social Care. 
 
Housing Benefit Subsidy Reserve – has been earmarked as a contingency reserve should 
there be any adjustments to funding arising from the audit of grant claims. 
 
Local Welfare Reserve – has been earmarked for the continuation of the scheme into 
2015/16 when Central Government funding ceases. 
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Note 10 
Unusable Reserves 
 
The following table shows the value of reserve balances that have come about as a result of 
accounting adjustments and are not therefore available to spend: 
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Revaluation Reserve 
 
The Revaluation Reserve contains the gains made by the Council arising from increases in 
the value of its Property, Plant, Furniture and Equipment, and Intangible Assets. The 
balance is reduced when assets with accumulated gains are: 
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Note 7 provides details of the source of all the transactions posted to the Account, apart from 
those involving the Revaluation Reserve. 
 

2012/13 

 
2013/14 

£m £m 

 
£m £m 

 
915.0 Balance at 1 April 

 
442.9 

  

Reversal of items relating to capital expenditure 
debited or credited to the Comprehensive Income 
and Expenditure Statement (CIES): 

  

(171.8) 
 

Charges for depreciation and impairment of non 
current assets 

(158.5) 
 

(102.3) 
 

Revaluation losses on Property, Plant and 
Equipment 

(180.9) 
 

(20.0) 
 

Amortisation and impairment of intangible assets (20.6) 
 

(3.5)
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Note 11 
 
Pension Schemes Accounted for as Defined Contribution Schemes 
 
Teachers’ Pension Scheme 
 
Teachers employed by the Council are members of the Teachers’ Pension Scheme, 
administered by Capita Teachers’ Pensions on behalf of the Department for Education. The 
s
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remaining payable at the year-end.  The contributions due to be paid in the 2014/15 financial 
year are estimated to be £0.2m. 
 
The Council is responsible for the costs of any additional benefits awarded upon early 
retirement outside of the terms of the NHS pension scheme. These costs are accounted for 
on a defined benefit basis and detailed in Note 12. 
 
The Council is not liable to the scheme for any other entities obligations under the plan. 
 
 
 
Note 12 
Defined Benefit Pension Schemes 
 
Participation in Pension Schemes 
 
As part of the terms and conditions of employment of its officers, the Council makes 
contributions towards the cost of post-employment benefits. Although these benefits will not 
actually be payable until employees retire, the Council has a commitment to make the 
payments, which needs to be disclosed at the time that employees earn their future 
entitlement. 
 
The Council participates in two post-employment schemes accounted for as defined benefit 
schemes: 
 

 The Local Government Pension Scheme, administered locally by the West Midlands 
Pension Fund offices at Wolverhampton City Council – this is a funded defined 
benefit final salary scheme, meaning that the Council and employees pay 
contributions into a fund, calculated at a level intended to balance the pensions 
liabilities with investment assets. An employer's contribution rate of 16.2% was set 
for the Council for 2013/14 (2012/13: 16.2%), which included an element to fund 
early retirement strain costs 

 

 Arrangements for the award of discretionary post-retirement benefits upon early 
retirement – this is an unfunded defined benefit arrangement, under which liabilities 
are recognised when awards are made. However, there are no investment assets 
built up to meet these pensions liabilities, and cash has to be generated to meet 
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These risks are mitigated, to a certain extent, by the statutory requirements to charge to the 
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Local Government Pension Scheme assets comprised 
 

 
2012/13 2013/14 
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£m £m £m % £m £m £m % 

Equity Instruments 
    

  
   Uk Quoted 300.2 - 300.2 10.0% 302.9 - 302.9 10.3% 

UK Unquoted - 5.8 5.8 0.2% - 55.6 55.6 1.9% 

Global Quoted 152.8 - 152.8 5.0% 153.2 - 153.2 5.3% 

Global Unquoted - 375.7 375.7 12.4% - 301.8 301.8 10.4% 

Europe 178.3 - 178.3 5.9% 195.5 - 195.5 6.7% 

Japan 58.3 - 58.3 1.9% 53.9 - 53.9 1.9% 

Pacific Basin 131.5 - 131.5 4.3% 117.1 - 117.1 4.0% 

North America 291.9 - 291.9 9.6% 280.2 - 280.2 9.6% 

Emerging Markets 188.9 - 188.9 6.2% 235.7 - 235.7 8.1% 
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 Impact on the Defined Benefit 

Obligation in the Scheme 
 

Change in 
Assumption 

Impact on Council 
Liability 

 
 £m % 
Longevity (increase/decrease by 1 year) 90.2 1.9 
Rate of inflation (increase/decrease by 0.1%) 83.9 1.8 
Rate of change in salaries (increase/decrease by 0.1%) 
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Note 19 
Dedicated Schools Grant 
 
The Council’s expenditure on schools is funded primarily by grant monies provided by the 
Department for Education, the Dedicated Schools Grant (DSG).  An element of DSG is 
recouped by the Department to fund academy schools in Birmingham.  DSG is ringfenced 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2014 
 

 

80 
 

Note 20 
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 
year 

 
Net expenditure underlying the variance analysis
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Revaluations 
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 £m 

PFI lifecycle costs 675.9 

Enterprise Zone 97.7 

Grand Central 71.6 

New Build Council Houses 53.5 

New Street Gateway / Pallasades 34.6 

Recycling / Refuse Collection 30.6 

Housing Structural Investment 15.4 

NIA Refurbishment 11.8 

Life Sciences 10.5 

A45 Coventry Road 9.5 

Digital Districts 8.6 

iCentrum 7.5 

Chester Road 7.5 

Sparkhill Pool 7.2 

Equity Fund 6.9 

East Aston RIS 6.2 

Working for the Future 5.0 

Other projects < £5m 34.1 

 
 
Capitalisation of Borrowing Costs 
 
The Council has adopted an accounting policy of capitalising borrowing costs in relation to 
qualifying assets. In 2013/14 the amount of borrowing costs capitalised during the period 
was £12.3m (2012/13: £
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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 and 
maintained principally for their contribution to knowledge and culture.  
 
 
Heritage Assets Held By the Council: 
 
 

  Museum 
collections 

Historic 
buildings 

Public Art Libraries 
and 

Archive 
collections 

Civic 
Regalia 

and Plate 

Total 
Assets 

  £m £m £m £m £m £m 

01 April 2012       

  - At Cost 2.1 10.9 0.4 - - 13.4 

  - At Valuation 212.3 - - 15.5 1.8 229.6 

Additions 1.5 0.2 - - - 1.7 

Revaluations - - - - - - 

Impairment Losses 
/(reversals) 
recognised in the 
Revaluation 
Reserve 

0.6 - - - - 0.6 

31 March 2013 216.5 11.1 0.4 15.5 1.8 245.3 

  - At Cost 3.5 11.1 0.4 - - 15.0 
  - At Valuation 213.0 - - 15.5 1.8 230.3 

31 March 2013 216.5 11.1 0.4 15.5 1.8 245.3 

       
       
01 April 2013       

  - At Cost 3.5 11.1 0.4 - - 15.0 
  - At Valuation 213.0 - - 15.5 1.8 230.3 
Additions 0.1 - - - - 0.1 
Revaluations 0.3 - - - - 0.3 

31 March 2014 216.9 11.1 0.4 15.5 1.8 245.7 

  - At Cost 3.6 11.1 0.4 - - 15.1 

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

31 March 2013 
 

31 March 2014 

£m 
 

£m 

36.5 External Loans 36.7 

1.5 Employee loans 1.0 

0.3 
Mortgages: former Council House 
tenants 

0.3 

32.5 Other debtors 39.1 

70.8 Total 77.1 

 
 
Note 26 
Short Term Investments 
 
Details of the amounts invested by the Council that are due for repayment within 12 months 
are detailed below: 
 
31 March 2013  31 March 2014  

£m  £m  
 Short Term Investments   

64.6 Money Market Funds 43.9  
29.0 Financial Institutions 26.9  
9.4 Other investments 12.2  

103.0 Total 83.0  

 
 
 
Note 27 
Assets Held for Sale 
 
The following table shows the value of assets whose carrying amount will be recovered 
principally through a sale transaction rather than through its continuing use: 
 

 
  

Current 

 
  

2012/13 2013/14 

      £m £m 

Balance outstanding at start of year 7.9 14.8 

     
Assets newly classified as held for sale:   
- Property, plant and equipment 14.0 2.7 

Revaluation gains 
 

- 1.7 

Impairments (losses)/reversals  - 0.2 

Assets declassified as held for sale:   
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In 2013/14, five assets have been reclassified as held for sale, with disposal expected in 
2014/15.  Prior to transfer, the assets were revalued from the previous existing use value to 
a valuation based on fair value less cost of disposal, resulting in a gain of £1.7m. 
 

If a programme of asset sales is undertaken the value of capital receipts may differ from the 
value of the assets within these financial statements for a number of reasons: 
 

 The Council values a number of assets at ‘fair value’. The size of a receipt from the 
sale of an asset is heavily dependent on how much the market is willing to pay for a 
particular asset at any one time and this can fluctuate 

 In line with the Code, the Council values some of its assets at Depreciated 
Replacement Cost (DRC). This includes those associated with the entities that are 
consolidated 
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Note 29
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Note 32 
Provisions 
 
The following table shows the value of the Council's liabilities that will probably result in a 
transfer of economic benefits in line with the Accounting Policy for Provisions: 

 
Current 
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Authority.  The Council has developed a model to assess the likely costs of settling appeals, 
gained through the history of appeals settled to date.  The information used in this modelling 
has been provided by the Valuations Office Agency (VOA).  
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April 2013, councils assumed part of the liability for refunding rate payers who 
successfully appeal against the rateable value of their properties on the rating list. 
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Note 34 
Council Borrowing 
 
A breakdown of the Council’s borrowings is summarised below: 
 

2012/13  2013/14  
Long Term Short Term  Long Term Short 

Term 
 

£m £m  £m £m  

140.4 69.0 
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Note 39 
Financial Instruments 
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The fair values of financial liabilities are calculated as follows: 
 
 31 March 2013 31 March 2014 
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Note 41 
Capital Expenditure and Capital Financing 
 
The Council's capital expenditure on an accruals basis, analysed between types of asset, is 
summarised below.  This also includes revenue expenditure funded from capital under 
statute.  The capital financing requirement has been restated for 2012/13 to reflect the 
grossing up of the transferred debt liabilities.  The Capital Financing statement reflects the 
revision to its policy for Minimum Revenue Provision agreed by Council on 16 September 
2014. 
 

 

31 March 2013 

(Restated) 
31 March 2014 
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The Council has not sublet any of the assets held under these finance leases.   
 
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 
2013 

 31 March 
2014 

 

£m  £m  
1.5 Not later than one year 1.0  

1.2 
Later than one year and not later than 
five years 

1.2 
 

2.2 Later than five years 1.1  

4.9 Total 3.3  
 
 
The Council has not sublet any of the assets held under these operating leases.   
 
The expenditure charged to the Comprehensive Income and Expenditure Statement during 
the year in relation to these leases was: 
 

31 March 
2013 

 31 March 
2014 

 

£m  £m  
2.5 
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Note 43 
Private Finance Initiatives and Similar Contracts 
 
The Council has entered into a number of PFI arrangements through which assets are 
constructed or refurbished and services are provided under long-term contracts with private 
sector firms.  These contracts cover Schools, Waste Disposal facilities and Highways 
Management and Maintenance.  In addition similar arrangements exist in respect of 
Foundation Schools, Voluntary Arrangement and Voluntary Controlled schools. 
 
These arrangements, which are included within concession arrangements, constitute the 
purchase of assets on deemed credit terms.  The deemed credit terms vary between 
arrangements.  The Council includes the cost of establishing Special Purpose Vehicles in 
the calculation of the liabilities. The main terms of the material arrangements are as follows: 
 

 Waste Disposal. The arrangement includes the management and operation of the 
Council’s Household Recycling Centres, Waste Transfer Stations and the Waste 
Incinerator. The contract began on 17 January 1994 and runs to 17 January 2019, 
with payments made monthly. Prices are indexed each year from 1 April. All assets, 
identified above, 
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The Council continues to have full use of the roads and roadside furniture during the 
period of the arrangement, at the end of which all rights revert to the Council.  There 
are no early termination or period clauses within the PFI arrangement.  There have 
been no changes in the arrangement during 2013/14. 
 

 
Payments remaining as at 31 
March 2014 

Interest 
Repayment 
of liability 

Payment for 
services 

Total 

 £m £m £m £m 
Payable in 2014/15 38.7 (21.0) 73.9 91.6 
Payable within 2 to 5 years 140.4 65.3 293.9 499.6 
Payable within 6 to 10 years 149.3 71.7 219.3 440.3 
Payable within 11 to 15 years 114.8 105.9 261.9 482.6 
Payable within 16 to 20 years 65.7 143.1 301.2 510.0 
Payable within 21 to 25 years 11.6 81.7 98.0 191.3 
Payable within 26 to 30 years 0.1 1.9 1.1 3.1 

Total 520.6 448.6 1,249.3 2,218.5 
 
 
Although the payments made to the contractor are described as unitary payments, they have 
been calculated to compensate the contractor for the fair value of the services they provide, 
the capital expenditure incurred and interest payable whilst the capital expenditure remains 
to be reimbursed. The movement in the liabilities to repay the contractors for capital 
expenditure incurred is as follows: 
 
 
2012/13  2013/14 

£m  £m 
318.9 Liability outstanding at the start of the year 370.1 
(21.1) Repayment of liability (25.0) 

72.3 Lifecycle and further capital expenditure 103.5 

370.1 Liability outstanding at the year end 448.6 
 
 
The major part of the expenditure incurred, £103.5m, in respect of the lifecycle and further 
capital expenditure relates to the continuing upgrade of the City infrastructure, £71.0m, and 
the completion of the new Waverley School, £32.1m.  The remainder was incurred on minor 
enhancements to PFI projects. 
 
Contingent rents, charged to the CIES, as a result of the impact of inflation total £4.7m 
(2012/13: £3.7m).  The outstanding liability identified does not include the impact of future 
contingent rent. 
 
 
 
Note 44 
Members' Allowances 
 
Allowances paid to Members of the Council in 2013/14 totalled £2.8m (2012/13: £2.7m).  
These figures include Members’ allowances, superannuation contributions and expenses.   
Further information can be found on the Council's website www.birmingham.gov.uk 
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(4)  

Elaine Elkington, the Strategic Director of Homes and Neighbourhoods left the Council on 28 
February 2013.  The payment made in 2013/14 relates to the outcome of prior year’s performance 
development review award. 

 
(5)  

Sharon Lea held the post of Strategic Director of Environment and Culture from 1 April 2012.  With 
effect from 1 October 2012, the majority of the functions in respect of the roles of Strategic Director of 
Environment and Culture and the Strategic Director of Homes & Neighbourhoods were merged into 
the role of Strategic Director of Local Services.  
 
With effect from 20 January 2014, Sharon Lea’s post was redesignated to Strategic Director of Place. 
 
(6)

  Peter Duxbury, Strategic Director for Children, Young People and Families left the Council on 18 
July 2013. 
 
(7)

  Peter Hay held the post of Strategic Director of Adults and Communities from 1 April 2012.  With 
effect from 19 July 2013, the role also included the responsibilities of Interim Head for Children, 
Young People & Families. 
 
With effect from 20 January 2014, Peter Hay took on the role of Strategic Director for People. 
 
(8)

  On the transfer of Public Health responsibilities to the Council with effect from 1 April 2013, Dr 
Adrian Phillips held the post of Director of Public Health. 
 
(9)

  Mark Barrow, Strategic Director of Development & Culture, left the Council on 31 January 2014. 

 
 
The Council’s other employees receiving more than £50,000 remuneration for the year 
(excluding employer’s pension contributions) were paid the following amounts: 
 

2012/13  2013/14 
Council 

Employed 
Teaching 
Staff & 
Staff in 
Schools 

Other 
Council 

Employees 

Total Remuneration 
band 

Council 
Employed 
Teaching 

Staff & Staff 
in Schools 

Other 
Council 

Employees 

Total 

No No No  No No No 
210 119 329 £50,000 - £54,999 165 187 352 
125 130 255 £55,000 - £59,999 114 106 220 
95 33 128 £60,000 - £64,999 86 60 146 
60 50 110 £65,000 - £69,999 65 56 121 
38 17 55 £70,000 - £74,999 28 22 50 
17 17 34 £75,000 - £79,999 17  

146

1

7

17


Q


-

1

2

.


Q
-12.146
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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 
redundancy payments, 103 in 2013/14 (27 in 2012/13).  Excluding employees in receipt of 
planned redundancy payments, 395 employees in 2013/14 (383 in 2012/13) received 
remuneration of £50,000 or more. 
 
The reduction in the number of Council Employed Teaching Staff and Staff in Schools is 
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Note 47 
Auditor Remuneration 
 
The Council has incurred the following costs in relation to the audit of the Statement of 
Accounts, certification of grant claims and statutory inspections and for non-audit services 
provided by the Council’s external auditors. 
 

 2012/13  2013/14  
 £m  £m  

 

0.5 

Fees payable to Grant Thornton with regard to 
external audit services carried out by the 
appointed auditor for the year 0.4 

 

 

0.1 

Fees payable to Grant Thornton for the 
certification of grant claims and returns for the 
year 
 

0.1 

 

 0.6 Total 0.5  
     
     

  
Note 48 
Related Parties 
 
The Council is required to disclose material transactions with related parties – bodies or 
individuals that have the potential to control or influence the Council or to be controlled or 
influenced by the Council. Disclosure of these transactions allows readers to assess the 
extent to which the Council might have been constrained in its ability to operate 
independently or might have secured the ability to limit another party’s ability to bargain 
freely with the Council. In addition to the companies included in the Council's Group 
Accounts (see below) the Council has had transactions of over £100,000 with the following 
companies in which it has an interest: 
 

Birmingham Research Park Limited 
Centro 
Finance Birmingham 
Friendship Care & Housing 
Marketing Birmingham 
MEL Research Limited 
Millennium Point Trust 

 
The value of transactions for other, non-consolidated, related parties was net expenditure of 
£0.1m (£0.1m expenditure and less than £0.1m income). 
 
During 2013/14, works and services to the value of £215.0m, inclusive of VAT
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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, 
Housing Benefits). Grants received from Government departments are set out in the 
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Expenditure met from the pooled budget   
   

Birmingham City Councu] TJ

ET1.04 Tf

1 0 0 1 93.384 728.14 Tf

1 0 0 104 Tf

1 0 0 

ET

Q

q
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Entities Controlled or Significantly Influenced by the Council 
The Council maintains involvement with a number of associated and subsidiary companies 
where the assets and liabilities of these companies are not included in the Council's core 
financial statements. Group accounts have been prepared in accordance with the Code of 
Practice on Local Authority Accounting in the United Kingdom 2013/14. 
 
 
The subsidiaries that have been consolidated into the group financial statements are 
listed below : 

 Expenditure Income Debtor 
balance at 
year end 

Creditor 
balance at 
year end 

 £m £m £m £m 
The National Exhibition Centre 
Limited 

24.2 30.4 2.5 2.9 

The National Exhibition Centre 
(Developments) 

- - - - 

Innovation Birmingham Limited 
(name changed from 
Birmingham Technology Limited 
on 2 May 2013) 

0.8 - 0.3 - 

Performances (Birmingham) 
Limited 

3.1 - - 0.1 

Acivico Limited 38.2 8.2 4.4 7.4 
Birmingham Museums Trust 7.2 0.4 1.4 0.6 
 
 
The associates that have been consolidated into the group financial statements are 
listed below :- 

 Expenditure Income Debtor 
balance at 
year end 

Creditor 
balance at 
year end 

 £m £m £m £m 
Birmingham Airport Holdings 
Limited (BAH) 

1.7 17.9 1.8 - 

Service Birmingham Limited 127.3 22.6 1.9 5.1 
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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 into 
the Council’s financial statements as it does not have 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 91 - 212.2 

Accountable Body for grant aid to the 
Greater Birmingham & Solihull Local 
Enterprise Partnership Ltd 

11 142.9 14.0 
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Note 50  
Trust Funds 
 
The Council administers a number of trust funds which have been established from 
donations and bequests made to it to meet a variety of objectives and purposes.  The total 
monies held at 31 March 2014 were £26.9m (2012/13: £27.1m).  In addition, the Council 
held £3.4m (2012/13: £2.9m) 
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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 Council 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.  
 
     

2012/13 
Restated 

  
Note   

2013/14 

£m   £m 

  Income   

(240.3)  Dwellings rents  (249.8) 

(6.2)  Non-dwellings rents  (6.9) 

(24.7)  Charges for services and facilities  (23.9) 

(0.3)  Subsidy Receivable H5 - 

(271.5)  Total Income  (280.6) 

     

  Expenditure   

58.3  Repairs and maintenance  61.3 

130.0  Supervision and management H10 78.9 

2.4  
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which £70.7m was impaired as not adding value to the dwellings.  This impairment was 
charged to the revaluation reserve in year.   
 
As at 31 March 2014, the Council also owned 173 dwellings (2013: 185) 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 £4.6m (2013: £4.6m). 
 
The value of the Council dwellings is broken down into components as follows: 
 

31 March 2013   31 March 2014 

 £m    £m 

379.6 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2014 
 

 

128 
 

The main movements on the Major Repairs Reserve are set out below 
 

2012/13    2013/14 

£m    £m 

15.0  Balance on Major Repairs Reserve at 1 April 52.0  

37.0  
Amount transferred to Major Repairs Reserve during the 
year 

38.9 

- 
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 

(46.3) 

52.0  Balance on Major Repairs Reserve at 31 March 44.6 

 
 
H5. Housing Revenue Account Subsidy 
 
The Housing Revenue Account Subsidy system was discontinued at the end of 2011/12, as 
a part of the HRA Self-Financing Settlement. This Subsidy included two components 
namely, Housing Revenue Account Subsidy and the Major Repairs Allowance (MRA).  The 
HRA Subsidy element was calculated using stock numbers, allowances for 
management/maintenance, capital financing costs and notional rental income.  The MRA 
was based on property numbers and was paid (explained in Note H4) through the HRA 
Subsidy administration system. 
 
Analysis of the HRA subsidy payable by the Council in accordance with the regulations of 
the General Determination of Housing Revenue Account Subsidy: 
 

2012/13  2013/14 

£m  £m 

- Allowance for management - 

- Allowance for maintenance - 

- Allowance for Major Repairs - 

- Capital charges - 

- Rental income - 

(0.3) Other (including prior years) - 

(0.3)  HRA subsidy (receivable) / payable -  

 
H6. Capital Expenditure on HRA Assets 
 
Expenditure on HRA assets was funded from the following sources: 
 

2012/13    2013/14 

£m    £m 

20.7 Usable Capital Receipts (Right to Buy / land) 15.8 

- Major Repairs Reserve 
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The total capital receipts from disposals of land, houses and other property within the HRA 
during the financial year was £31.5m (land £6.5m, houses £25.0m).  The values for 2012/13 
were £18.0m (land £3.2m, houses £14.8m).  The Government operates a capital receipts 
pooling framework and of these amounts £5.2m was paid to Central Government (2012/13: 
£4.4m). 
 
H7
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Notes to the Collection Fund 
C1. Contributions from Council Taxpayers 
 
The Council's tax base at January 2013 (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 222 5/9 123  
A 70,086 6/9 46,724



Birmingham City Council                                                          
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Foreword to the Accounts 
 
 
1 Introduction 

 
1.1 This document presents the statutory financial statements for Birmingham City 

Council Group for the period from 1 April 2013 to 31 March 2014.  The financial 
statements have been prepared in accordance with the Code of Practice on Local 
Authority Accounting in the United Kingdom 2013/14 (The Code) published by the 
Chartered Institute of Public Finance and Accountancy (CIPFA). The aim of the 
Group Accounts is to provide the reader with an overall view of the material economic 
activities of the Council. 
 

1.2 In common with many other local authorities, the Council uses different forms of 
service delivery, where this is appropriate. In some cases it has created separate 
companies with its partners to deliver those services. The use of separate companies 
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4 Prior Period Adjustments   
 

4.1 The International Accounting Standards Board issued its revised version of IAS 19, 
Employee Benefits, in June 2011, which came into effect for financial years starting 
on or after January 2013.  The standard has introduced changes to the presentation 
of transactions for pension fund movements.  Adjustments in respect of Group 
entities are not materially different to those of the Council.  Further details are set out 
in Note 5 to the Council entity accounts.  Core Financial Statements and Notes to the 
Group Accounts have bee
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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.  
 
 

2012/13 
(Restated) 

  
Note 2013/14 

£m 
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Note G1 
Accounting Policies 
 
The Group Financial Statements summarise the Council’s and Group’s transactions for the 
2013/14 financial year.  The Group Financial Statements have been prepared in accordance 
with the Code of Practice on Local Authority Accounting in the United Kingdom 2013/14, 
supported by International Financial Reporting Standards (IFRS). 
 
Members within the Group have been classified as either subsidiaries or associates with 
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Note G5 
 
Financing and Investment Income and Expenditure 
 
Financing and Investment Income and Expenditure disclosed in the Group Comprehensive 
Income and Expenditure Statement comprises the following: 
 
 

2012/13 
(Restated)  

2013/14 

Expenditure Income Net 
 

Expenditure Income Net 

£m £m £m 
 

£m £m £m 

182.8 - 182.8 
Interest payable and 
similar charges 

188.1 - 188.1 

82.9 (0.1) 82.8 
Net interest on the net 
defined benefit liability 

89.6 (0.3) 89.3 

- (16.7) (16.7) 
Interest receivable 
and similar income 

- (14.9) (14.9) 

- (5.5) (5.5) 
Other investment 
income and 
expenditure 

- (20.5) (20.5) 

265.7 (22.3) 243.4 Total 277.7 (35.7) 242.0 242.0
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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 
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Note G11 
Usable Reserves 
 
 

31 March 
2013 

 
 31 March 2014 

£m 
 

 
£m 

109.1 
 

General Fund 213.0 

46.4 
 

Capital Receipts Reserve 27.5 

257.6 
 

Earmarked General Fund Reserves 346.6 

2.5 
 

Housing Revenue Account (HRA) 4.5 

- 
 

Earmarked HRA Reserves - 

52.0 
 

Major Repairs Reserve 44.6 

128.9 
 

Capital Grants Unapplied 142.5 

(117.4) 
 

Profit and Loss Reserve (247.0) 

(5.8) 
 

Designated Funds (7.3) 
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Note G15 
Cash Flow Statement - Financing Activities 
 
The cash flows from financing activities include the following items: 
 

2012/13  2013/14 

£m  £m 

111.8 Other receipts from financing activities 93.6 

1,531.1 
Cash receipts of short-term and long-
term borrowing 

723.3 

(20.4) 

Cash payments for the reduction of the 
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Note G17 
Related Parties 
 
Details of the Council's material transactions with related parties are provided in Note 48 to 
the Council's entity accounts. 
 
In addition to the related parties detailed within Note 48 to the Council entity accounts those 
included below are deemed to be related parties of the Group – bodies or individuals with 
the potential to control or significantly influence the Group entities or to be controlled or 
significantly influenced by the Group entities. Where in year transactions and outstanding 
balances between Group entities and associated related parties are £1m or greater, they are 
disclosed below.  The Group entities and their relationships with the Council are detailed in 
Note G22. 
 
 Purchased 

From 
Sold 

To 
Net amount Due 

(To)/From 

 £m £m £m 

 
   National Exhibition Centre Limited 

   National Exhibition Centre (Ireland) Limited - 
 

2.4 

MPM Catering Limited 0.0 0.6 0.2 

NEC Finance Plc - - (0.0) 

NEC Pension Trustee Company Limited - 
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Note G18 
Leases 
 
Group as the lessee 
 
Finance leases 
 
Details of the Council's leases are provided in Note 42 to the Council entity accounts. 
 
Operating leases 
 
Details of the Council's leases are provided in Note 42 to the Council entity accounts. 
 
Group as the lessor 
 
Finance leases 
 
Details of the Council's 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 2013  31 March 2014  
£m  £m  

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

  

-  - Current -  
7.7  - Non current 7.7  

14.3 Unearned finance income 14.1  
(0.1) Unguaranteed residual value of property (0.1)  

21.9 
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Note G19 
Defined Benefit Pension Schemes 
 
Details of the Council's involvement in the Teachers' Pensions Scheme and Local 
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  2012/13 

(Restated) 
2013/14  

  £m £m  
 Operating Cost:    
 Administration Expenses 8.0 30.0  

 Financing Costs:    
 Interest cost on pension scheme liabilities 6,511.0 6,494.0  
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Movements in the fair value of plan assets are as follows: 
 
  2012/13 

(Restated) 
2013/14  

  £m £m  
 Fair value of plan assets at 1 April 112.3 
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Movements in the present value of defined benefit obligation: 
 
  2012/13 2013/14  
  £m £m  
 On incorporation - -  
 Balance at beginning of period - 43.4  
 Transferred in  35.2 -  
 Current service cost 1.2 1.5  
 Interest cost 1.8 1.9  
 Actuarial (gains)/losses 4.8 (8.5)  
 Contributions by members 0.4 0.4  
 Curtailment - -  
 Benefits paid - (0.6)  

 31 March 43.4 38.1  
 
 
Movements in the fair value of plan assets: 
 
  2012/13 2013/14  
  £m £m  
 On incorporation - -  
 Balance at beginning of period - 35.8  
 Transferred in 30.7 -  
 Expected return on plan assets 1.9 2.2  
 Actuarial (gains)/losses 2.0 1.4  
 Contributions by employer 0.8 0.8  
 Contributions by members 0.4 0.4  
 Benefits paid - (0.6)  

 31 March 35.8 40.0  
 
 
Expense recognised in the profit and loss account: 
 
  2012/13 2013/14  
  £m £m  
 Current service cost 1.2 1.5  
 Interest on defined benefit pension plan 

obligation 
1.8 1.9 

 

 Curtailment - -  
 Expected return on defined benefit pension plan 

assets 
(1.9) (2.2) 

 

 Total 1.1 1.2  
 
The expense is recognised in the following line items in the profit and loss account: 
 
 
  2012/13 2013/14  
  £m £m  
 Administrative expenses 1.2 1.5  
 Other interest receivable and similar income (0.1) (0.3)  

  1.1 1.2  
 
The total amount recognised in the statement of total recognised gains and losses in respect 
of actuarial gains and losses is £7.9m. 
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Note G21 
Analysis of Minority Interest Shares in Group Comprehensive Income and 
Expenditure Statement and Total Movement in Balance Sheet 
 
Attributable shares of income and expenditure: 
 
 

2012/13 (Restated) 
 

2013/14 

Council 
Minority 

Interests Total  Council 
Minority 

interests Total 

£m £m £m  £m £m £m 

    
 

   
691.6 - 691.6 

(Surplus)/Deficit on 
the provision of 
services 

456.6 - 456.6 

(5.8) - (5.8) Share of Associates (0.3) - (0.3) 

347.7 - 347.7 
Other Comprehensive 
(Income)/Expenditure 

(
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before and after tax for the year to 31 March 2014, amounted to £0.0m (2012/13: £0.3m). 
The net liabilities at 31 March 2014 amounted to £2.2m (2012/13: £2.2m). 
 
The National Exhibition Centre (Developments) Limited is a controlled company under the 
Local Authorities (Companies) Order 1995 (S.I 849). This means that a number of finance 
and property controls apply in relation to the company activities. 
 
The year end of the company is 31 March 2014. 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. 
 
 
III. Innovation Birmingham Limited Group  (Birmingham Technology Limited Group to 
2 May 2013) 
 
The Innovation Birmingham Group of companies aims to promote, encourage, and secure 
the development and management of a science park in Birmingham. BCC holds a debenture 
over the property of the group as security for its financial guarantees. The Council is the sole 
member of Innovation Birmingham Limited Group which is a company limited by guarantee. 
The Council is also entitled to appoint up to seven members of the company and five of the 
nine voting directors



Birmingham City Council                                                          
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along with other group members of Birmingham Airport Holdings Limited provided 
guarantees in support of £75 million private placement senior notes received by Birmingham 
Airport (Finance) plc.  Series A senior notes of £30 million are for a period of ten years 
maturing on 3 December 2023 and carry fixed interest rate of 4.472% per annum.  Series B 
senior notes of £45 million are for a period of fifteen years maturing on 3 December 2028 
and carry a fixed interest rate of 4.557% per annum.  On 3 December 2013 the company 
along with other members of Birmingham Airport Holdings Limited provided guarantees to 
the Royal Bank of Scotland plc in support of a £20 million banking facility made available to 
Birmingham Airport Holdings Limited.  The facility is for a period of five years with an expiry 
date of 3 December 2018.  At the date of these accounts the total amount outstanding under 
this facility was £nil.   
 
Following adjustments to the financial information to align accounting policies with those of 
the Council, in accordance with the Code of Practice on Local Authority Accounting in the 
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Annual Governance Statement 
 
 

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 economically, efficiently and 

effectively.  The Council also has a duty under the Local Government Act 1999 to 

make arrangements to secure continuous improvement in the way in which its 

functions are exercised, having regard to a combination of economy, efficiency, and 

effectiveness. 

1.2. In discharging this overall responsibility, the Council is responsible for putting in place 

proper arrangements for the governance of its affairs, facilitating the effective 

exercise of its functions, and which includes arrangements for the management of 

risk. 

1.3. The Council has approved and adopted a code of corporate governance, which is 

consistent with the principles of the CIPFA/SOLACE Framework Delivering Good 

Governance in Local Government.  A copy of the code is available as part of the 

Council’s Constitution on the website.  This statement explains how the Council has 

complied with the code and also meets the requirements of Accounts and Audit 

(England) Regulations 2011, regulation 4 (3) which requires all relevant bodies to 

prepare an annual governance statement (AGS). 

 
2. The purpose of the governance framework 

 

2.1. The governance framework comprises the systems and processes, and culture and 

values by which the Council is directed and controlled and its activities through 

which it accounts to, engages with and leads its communities. It enables the Council 

to monitor the achievement of its strategic objectives and to consider whether those 

objectives have led to the delivery of appropriate services and value for money.  

2.2. The system of internal control is a significant part of that framework and is designed 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2014 
 

 

172 
 

 
 

3. The governance framework 

3.1. The key elements of the systems and processes that comprise the Council's 

governance arrangements include the following arrangements: 

 
The Council’s purpose and vision for Birmingham 

 

3.2. In a Policy Statement to Council in June 2013, the Leader set out a core mission to 

“work together to create a fair, prosperous and democratic city”. 

3.3. The approach to planning and delivering services is based on the vision of an 

inclusive city, seeking to work for a better future for Birmingham and its citizens 

despite difficult financial circumstances. The Council’s three key priorities are:    

 A Fair City 

o Safety net – People are safe, especially the most vulnerable 

o Wellbeing – All benefit from improved health and wellbeing 

o Poverty – Children and families will not live in poverty – Birmingham will 

be a “Living Wage City” 

  

 A Prosperous City 

o Businesses – Businesses will be growing and new ones starting up 

o Education – People will have the qualifications they need for work, 

including qualifications for school leavers and working age population 

skills 

o Employment, education and training – Young people will be in 

employment, training or education 

o Unemployment – No groups or areas will be blighted by high 

unemployment 

 

 A Democratic City 

o Engagement / Influence – Local people will be engaged in local 

democracy, and have more influence on local decisions. 

 
 

3.4. The Council Business Plan and Budget 2013+ (The Plan) set out the Council’s 

priorities in terms of the Council’s contribution to strategic outcomes: succeed 

economically, stay safe in a clean and green environment, be healthy, high quality of 

life and public service excellence. The Plan is updated each year and is available on 

the Council’s web-site.   

3.5. The Council has a strong public, third sector, and business engagement role.  There 

is an established Partnership Toolkit setting out the governance and internal control 

arrangements which must be in place when the Council enters into partnership 

working.  This includes arrangements for the roles of Members and Officers, and the 
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implementation and monitoring of objectives and key targets.  A programme of review 

against these requirements is led by Overview and Scrutiny.   

3.6. 
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Executive. Mark Rogers was appointed as Chief Executive in March 2014 following 

the retirement of Stephen Hughes. 

Management Structure  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

3.12. The Council facilitates policy and decision–making via an Executive Structure.  There 
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3.17. 
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Scrutiny, Accountability and Risk Management  

 

3.21. The Overview & Scrutiny Committees cover all Cabinet Member portfolios and the 

Districts collectively.  All Executive decisions can be called in for Scrutiny to ensure 

that they are soundly based and consistent with Council policy.  The Council’s Audit 

Committee provides independent assurance to the Council on financial management, 

risk management and control, and the effectiveness of the arrangements the Council 

has for these matters.   

3.22. The Council has a procedure for handling complaints, compliments, and comments 

that monitors formal contact with members of the public.  Complaints are actively 

tracked through the process and independently reviewed.  The information is 

regularly reported to Corporate Management Team and Members. 

3.23. The Council ensures compliance with estab
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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 
 

3.27. The financial reductions facing the Council are impacting on workforce capacity and 

having a flexible, skilled and mobile workforce will be a critical to enable the Council 

to effectively respond to increasing demand and reducing resources.     

3.28. The Council has in place a strategy for facilitating the implementation of the Service 

Reviews including managing significant workforce reductions through redundancy 

and potentially outsourcing. This includes an organisational design tool kit, training 

and online tools for managers along with a team of trained HR professionals to 
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4.4. The Council’s review of the effectiveness of the system of internal control is informed 

by: 

4.5. Directorate assurance based on management information, performance information, 

officer assurance statements and Scrutiny reports; 

 the work undertaken by Birmingham Audit during the year; 

 the work undertaken by the external auditor reported in their annual audit and 

inspection letter; 

 other work undertaken by independent inspection bodies. 

 

4.6. The arrangements for the provision of internal audit are contained within the 

Council’s Financial Regulations which are included within the Constitution.  The 

Director of Finance is responsible for ensuring that there is an adequate and effective 

system of internal audit of the Council’s accounting and other systems of internal 

control as required by the Accounts and Audit Regulations 2011. The internal audit 

provision is managed, independently and operates in accordance with the CIPFA 

Code of Practice for Internal Audit in Local Government 2006. 

4.7. The Birmingham Audit plan is prioritised by a combination of the key internal controls, 

assessment, and review on the basis of risk and the Council’s corporate governance 

arrangements, including risk management.  The work is further supplemented by 

reviews around the main financial systems, scheduled visits to Council 

establishments and fraud investigations. The resulting work plan is discussed and 

agreed with the Strategic Directors and the Audit Committee and shared with the 

Council’s external auditor.  Regular meetings between the internal and external 

auditor ensure that duplication of effort is avoided. All Birmingham Audit reports 

include an assessment of the adequacy of internal control and prioritised action plans 

to address any identified weaknesses and include a risk rating for the City Council 

and the Service Area. These are submitted to Members, Strategic Directors and 

service managers as appropriate. 

4.8. From the work undertaken by Birmingham Audit in 2013/14 and the outcomes from 

applying the model for formulating the end of year opinion the following assurance 

was able to be given: “I am able to provide reasonable assurance.”  In this context 

‘reasonable assurance’ means that the systems can be relied upon to prevent error, 

fraud or misappropriation occurring without detection, and that nothing was found that 

would materially affect the Council’s standing or Annual Accounts.  As in any large 

organisation, Internal Audit did identify a number of concerns that required remedial 

action and these were reported to the appropriate Strategic Director or Senior 

Manager during the year. All significant issues have also been brought to the 

attention of the Audit Committee, and where appropriate to EMCB. The more 

significant of these are set out in the section entitled ‘Significant governance 

issues 2013/14’ below. 
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Issue 
No 

Governance Issue Mitigation Action / Proposed 
Action 

1 Safeguarding remains a priority. The 
range of reviews of Children's 
services during 2013-14 has 
confirmed the fragility of the service 
and the reviews have confirmed that 
many of the actions now in place are 
appropriate.  
 
A fuller set of actions will now be 
drafted and, will reflect the Minister's 
response to the DfE (Department for 
Education) review. This will include 
working with the new Commissioner 
Lord Warner, producing a robust 
Business Plan for 2014/15, evaluating 
the strength of Senior Management 
arrangements, developing an 
approach to unmet need and 
producing a five year Budget Plan. 
 

In December 2013, Cabinet approved a 
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Issue 
No 

Governance Issue Mitigation Action / Proposed 
Action 

 
 
 

secure settlements that represented 
the best outcome for the taxpayer.  

 

4 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 a 
potential consequence of higher 
sickness absence, negatively 
affected employee relations and 
increased the potential for industrial 
action. 
 

The new Chief Executive is personally 
leading a new employee engagement 
programme focused on redefining 
organisational and employee 
expectations and requirements. The 
20:20 workforce strategy is directly 
aligned with this.  
 
Despite the challenging environment, in 
response to a sustained and focused 
managerial effort, sickness absence 
has reduced for the first time in a 
number of years by nearly 2 days per 
full time equivalent. It is expected that 
the ongoing focus will enable a further 
albeit less ambitious reduction. 
 
In the forthcoming year the significant 
reductions required for 2015/16 may 
strain industrial relations. However 
deep positive local relationships with 
the trades unions and their 
understanding of the challenges will 
contribute to mitigating and managing 
this. 

 
 

5 The Council is increasingly using or 
considering alternative delivery 
vehicles and innovative solutions in 
the delivery of Council services.  
 

In 2012 the Council created Acivico 
and further services are due to be 
transferred to this wholly owned 
company in 2014. Proposals to 
transfer Building Cleaning, Security, 
Birmingham City Laboratories and 
Civic Catering to Acivico will raise 
various considerations including: 

 The level of surplus income target 

sitting on budgets creating a 

budget pressure for the City 

Council. 

The transfer of these services is 
subject to the development and 
Cabinet approval of robust business 
cases. 
 
Business cases are being developed 
with the full engagement of Corporate 
Finance, Acivico, Corporate 
Procurement and Clients and will seek 
to address and gain agreement on 
issues such as income targets, 
surpluses and cost of transfer. Services 
should only transfer when there is a 
mutual benefit to both Acivico Ltd and 
the Council.  
 
Given the income targets for these 
services are currently (and have 
historically been) unrealistic and way in 
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Issue 
No 

Governance Issue Mitigation Action / Proposed 
Action 

every council maintained school 
identified in the report by September 
2014 and will expect them to respond 
to assure parents of their position; we 
will also be giving the academies 
identified in the report the same 
opportunity. 
• We will implement an audit system of 
good governance in line with the Nolan 
principles and we will verify this with a 
system of both announced and 
unannounced checks. 
• From the autumn, we will be 
publishing school scorecards that 
include information beyond traditional 
attainment, including details of 
complaints, whistleblowing and staff 
and governor changes. 
• We will encourage a culture which 
enables whistleblowing and improve 
our responses to it. 
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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 
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financing activities are useful in predicting claims on future cash flows by providers of capital 
(that is borrowing) to the Council. 
 
CIPFA SOLACE 
The CIPFA/SOLACE Framework helps local authorities to develop and maintain their own 
codes of governance and discharge their accountability for the proper conduct of public 
business. 
 
Collection Fund 
A fund administered by the Council recording receipts from Council Tax and payments to the 
General Fund and other public authorities. It also records receipts of non-domestic rates 
collected. 
 
Community Assets 
Assets that the local authority intends to hold in perpetuity, that have no determinable useful 
life and that may have restrictions on their disposal. Examples of community assets are 
parks and historic buildings. 
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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.   

 

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 demonst
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Net Book Value 
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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 
Expenditure on the day-to-day running costs of services e.g. employees, premises, supplies 
and services. 
 
Revenue Expenditure Funded from Capital Under Statute (REFCUS) 
Expenditure incurred during the year that is treated as capital expenditure under statutory 
provision but does not result in an non-current asset owned by the Council. Examples of 
these are expenditure on items such as improvement grants. 
 
Revenue Support Grant (RSG) 
A grant from Central Government towards the cost of providing services. 
 
Soft Loan 
Loans at nil or below prevailing interest rates are often referred to as soft loans. 
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Opinion on financial statements 
 
In our opinion the financial statements: 

 give a true and fair view of the financial position of Birmingham City Council  as at 31 
March 201

201
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Matters on which we report by exception 
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Basis of qualified conclusion 

In seeking to satisfy ourselves that the Authority has made proper arrangements for securing 

financial resilience and for securing economy, efficiency and effectiveness in its use of 

resources, we have considered: 

 equal pay settlements. The settlement of equal pay claims is having a significant 

impact on the Council’s financial resilience, and on its wider delivery of economy, 

efficiency and effectiveness 

 reports issued by other regulators. In October 2013 OFSTEDs Chief Inspector 

highlighted the Council's continuing failure to provide an acceptable service for 

vulnerable children. In May 2014 OFSTED reported that the most vulnerable children 

in Birmingham continue to be failed by the local authority and that there is an 

insufficient focus on children who need help and protection and who need to be 

cared for 

 external reviews of schools governance. The Council has been subject to a number 

of allegations with regard to inadequate oversight of the governance arrangements at 

schools within Birmingham. These allegations are widely known as the 'Trojan Horse' 

letters. Peter Clarke's report into these allegations concerning Birmingham schools 

identified significant failings in the Council's governance arrangements for the 

management of schools. In addition, the Council's internal Trojan Horse Review 

Group found that "the Council and all key partners, including OFSTED, need to agree 

key actions that can deliver effective governance across all Birmingham schools". 

 

Qualified Conclusion 

On the basis of our work, having regard to the guidance on the specified criteria published 

by the Audit Commission in October 2013, with the exception of the matters reported in the 

basis for qualified conclusion paragraph above, we are satisfied that in all significant 

respects Birmingham City Council put in place proper arrangements to secure economy, 

efficiency and effectiveness in its use of resources for the year ending 31 March 2014. 

  

Certificate 
 
We cannot formally conclude the audit and issue an audit certificate until we have 
considered the objection we have received with regard to Housing Revenue Account 
expenditure. We are satisfied that this work does not have a material effect on the financial 
statements or on our value for money conclusion. 
 
 
 
Mark Stocks  
Director 
for and on behalf of Grant Thornton UK LLP, Appointed Auditor 
 
Colmore Plaza 
20 Colmore Circus 
Birmingham  
B4 6AT 
 
30th September 2014 


