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2.4

2.5

3.1

3.2

3.3

3.4

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

X A strong economy;

x Safety and opportunity for all children;
X A great future for young people;

X Thriving local communities;

X A healthy and happy City; and

X A modern Council.

The Council has continued to face extraordinary financial pressures with savings
required for 2015/16 of £105m giving an accumulated total savings of £560m to date.
Further savings are required in 2016/17 of nearly £90m with an additional savings
projection of around £160m by 2020. These savings are in addition to the pressures
on services arising from demographic changes and increasing and changing needs.

Major Developments

Despite the financial pressures faced and the demands placed on it as a result of the
continued requirement to deliver high quality services whilst undertaking a major
review of its operations, the Council has continued to take on new responsibilities and
manage large redevelopments of the City. Details of the major activities are set out
below.

Better Care Fund

The Better Care Fund (BCF) was a policy initiative announced by government in June
2013 aimed at driving the transformation of local services to ensure that people
receive better and more integrated care and support.

The Council endorsed the principles of a BCF joint pooled budget for Older Adult
Social Care and Health integrated provision between the Council and local Clinical
Commissioning Groups (CCGs) and plans were developed through 2014/15 for
implementation from 1 April 2015. The Council was identified as the host for the local
BCF.

Whilst no new money was made available as a result of the introduction of the BCF,
there was an opportunity to reallocate resources within the local care and health
sectors to make better and more effective use of them. Funding was allocated by the
Department of Health through money made available to CCGs and funding made
available to the Council through the Disabled Facilities and Community Capital
Grants were also included in the BCF. The total resource for the pooled fund for
2015/16 was £95.7m.
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Council Tax or for setting rents for Council dwellings.

The Surplus/(Deficit) on the Provision of Services shows the true economic cost of
SURYLGLQJ WKH &RXQFLOTV VHUYLFHV PRUH GHWDLO RI ZKI
Income and Expenditure Statement.

5.3  The Comprehensive Income and Expenditure Statement (CIES) *provides the
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offset by
X A net reduction in investments, particularly short term investments, following

the disposal of NEC Ltd.

5.5  Cash Flow Statement +shows how the Council generates and uses cash during the
year and the impact this has on the balances of cash and cash equivalents. Cash
flows are classified into operating, investing and financing activities.

Supplementary Statements

5.6

10
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7 6 XPPDU\ RI WKH &RaqaFRatfdrmance for the year ended 31 March
2016

7.1 Revenue Expenditure

711 7KH &RXQFLOTV UHYHQXH 2 alldeddes beteh threGlitddidrates
with some other budgets being managed corporately. Spending against these
budgets was carefully monitored throughout the year and reported to Cabinet
regularly. The year-end outturn position was reported to Cabinet on 17 May 2016.

7.1.2 Following net appropriations to reserves of £5.1m the directorate net overspend was
£10.0m. The table below gives a summary of the General Fund year-end outturn
variation by directorate as reported to Cabinet.

Directorate Outturn In Year

Variation Year-end Transfers to/(from) Variation

over/(under) reserves (to)/from

spend Grant Other Total balances

£m £m £m £m £m

People Directorate 15.956 (1.400) (4.509) (5.909) 10.047

Economy Directorate (8.261) 4.273 4131 8.404 0.143

Place Directorate (2.794) 1.290 1.323 2.613 (0.181)

Total Directorate - Revenue 4.901 4163 | 0945| 5108| 10.009

Expenditure

Less Transfer from School Balances 4.605
Directorate Total Excluding School Balances 5.550

7.1.3 There was a net underspending of £4.4m on corporate accounts, after appropriations
to reserves, and of £8.4m in policy contingency. It has been agreed to use £10.0m of
this net underspend to address the year end pressure in People Directorate.

7.2 Capital Expenditure

7.2.1 Total expenditure on directorate capital schemes in 2015/16, reported to Cabinet on
17 May 2016, was £458.0m (2014/15: £400.8m), compared to the revised capital
budget of £563.1m (2014/15: £485.9m). The reported variance of £105.1m was
mainly as a result of delays in expenditure on a number of capital schemes
P '"HWDLOV RI WKLY VOLSSDJH DUH JLYHQ LQ WKH &R
for 2015/16. It should be noted that no Council resources were lost as a result of the
VOLSSDJH DV WKH UHVRXUFHV DQG SODQQMNHGGH [ISHWY B U WW X H |

years.
Directorate Capital
Revised Capital Capital
Budget Outturn Variance
I £m £m £m
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7.3

12
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x It is not an immediate deficit that has to be met now. The sum is the current
assessment taking a long term view of the future liabilities for existing
pensioners and current employees who are accruing pension entitlement and
of future expected investment performance;

X Thereisa20 \HDU UHFRYHU\ SODQ ZKLFK KDV EHHQ EXLOW LC
financial plans;

X It is not unique to Birmingham City Council as this is in common with the

13
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9.3

9.4

9.5

9.6

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

7KH &R XQ F capifaVpriddiies are addressed through the three-year capital
programme, totalling £966m in the Business Plan 2016+. The Council continues to
pursue major initiatives taking advantage of the availability of external capital
resources, with the programme including £272m of Government grants and other
external contributions. The programme also incorporates borrowing proposals set out
in the approved Enterprise Zone Investment Plan, the cost of which will be supported
from projected business rates growth in the Enterprise Zone area.

Full details of the 2016/17 Revenue and Capital Budgets can be found within the
Business Plan and Budget 2016+ approved by Council on 1 March 2016, via
www.birmingham.gov.uk.

On 23 June 2016 the referendum on European Union membership resulted in a vote
to leave the European Union (Brexit). It is too early to determine what the impact of
leaving the European Union will be on the Council. At present the government has

not triggered Article 50 of the Lisbon Treaty and there continues to be uncertainty as
to when it will be triggered and until that time negotiations on exit will not be started.

Whilst there is uncertainty in the financial markets and a lowering of the Bank of
England base rate there may be other consequences impacting on the Council
through, for example:

x Cessation of European grants, which the Council and partner organisations
have received in the past;

x Long term changes in gilt yields and share values which may impact on
pension fund assets and liabilities;

x Changes in investment plans by companies within the local economy;

x Changes in non-current asset values.

15
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CORE FINANCIAL STATEMENTS
2015/16

16



Birmingham City Council

Accounts for the Year Ended 31 March 2016

Movement in Reserves Statement

This Statement shows the movement in the year on the different reserves held by the
&RXQFLO DQDO\WHG LQWR pXVDEOH UHVHUYHVY WKDW LV WKR)
expenditure or reduce local taxation) and other reserves.

Balance at 31 March 2014

Movement in Reserves during
2014/15

Surplus/(Deficit) on the provision of
services

Other Comprehensive Income and
Expenditure
Total Comprehensive Income and
Expenditure

Adjustments between accounting
basis and funding basis under
regulations (Note 6)

Net Increase/(Decrease) before
Transfers to Earmarked Reserves

Transfers to/(from) Earmarked
Reserves (Note 7)

Increase/Decrease in 2014/15

Balance at 31 March 2015

Movement in Reserves during
2015/16

Surplus/(Deficit) on the provision of
services

Other Comprehensive Income and
Expenditure

Total Comprehensive Income and
Expenditure

Adjustments between accounting
basis and funding basis under
regulations (Note 6)

Net Increase/(Decrease) before
Transfers to Earmarked Reserves
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£m £m £m £m £m £m £m £m £m
85.8 348.3 4.4 27.5 44.6 142.4 653.0 | (1,379.0) (726.0)
(136.4) 65.4 (71.0) (71.0)
- (430.9) (430.9)
(136.4) - 65.4 - - - (71.0) (430.9) (501.9)
187.6 - (65.3) (11.2) (28.8) (38.3) 44.0 (44.1) (0.1)
51.2 - 0.1 (11.2) (28.8) (38.3) (27.0) (475.0) (502.0)
0.8 (0.8) - -
52.0 (0.8) 0.1 (11.2) (28.8) (38.3) (27.0) (475.0) (502.0)
137.8 347.5 4.5 16.3 15.8 104.1 626.0 | (1,854.0) | (1,228.0)
(193.4) 59.0 (134.4) (134.4)
- 519.6 519.6
(193.4) - 59.0 - - - | (134.4) 519.6 385.2
208.3 (58.9) 295.8 (10.0) (31.1) 404.1 (404.1) -
14.9 - 0.1 295.8 (10.0) (31.1) 269.7 1155 385.2
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Note 1
Accounting Policies

i. General Principles

7KH 6WDWHPHQW RI $FFRXQWYV VXPPDULVHYV WKH &RQFLOTV WU
year and its position at the year-end of 31 March 2016. The Accounts and Audit Regulations

2015, requires the Council to prepare an annual Statement of Accounts in accordance with

proper accounting practices. These practices primarily comprise the Code of Practice on

Local Authority Accounting in the United Kingdom 2015/16 (the Code) and the Service

Reporting Code of Practice 2015/16 (SeRCOP), supported by International Financial

Reporting Standards (IFRS).

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

ii. Accruals of Income and Expenditure

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

x Revenue from the sale of goods is recognised when the Council transfers the
significant risks and rewards of ownership to the purchaser and it is probable that
economic benefits or service potential associated with the transaction will flow to the
Council;

x Revenue from the provision of services is recognised when the Council can reliably
measure the percentage of completion of the transaction and it is probable that
economic benefits or service potential associated with the transaction will flow to the
Council;

X Supplies are recorded as expenditure when they are consumed *where there is a

21
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that is, in the current and future years affected by the change and do not give rise to a prior
period adjustment.

Changes in accounting policies are only made when required by proper accounting practices

or the change provides more reliable or relevant information about the effect of transactions,

RU HYHQWY DQG FRQGLWLRQV RQ WKH &RXQFLOYV ILQDQFLDO S
a change is made, it is applied retrospectively (unless stated otherwise) by adjusting opening

balances and comparative amounts for the prior period as if the new policy had always been

applied.

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

vi. Employee Benefits

Benefits Payable During Employment

Short Term Benefits

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

Other Long Term Benefits

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

X Long term paid absence or sabbatical leave;

X Long term disability benefits;

X Bonuses;

x Deferred remuneration.

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

Termination benefits are amounts payable as a result of a decision by the Council to

WHUPLQDWH DQ HPSOR\HHYV HPSOR\PHQW EHIRUH WKH QRUPDO
decision to accept voluntary redundancy and are charged on an accruals basis to the

appropriate service or, where applicable, to the Non Distributed Cost line in the

Comprehensive Income and Expenditure Statement at the earlier of when the Council can

no longer withdraw the offer of those benefits or when the Council recognises costs for a

restructuring.
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Where termination benefits involve the enhancement of pensions, statutory provisions
require the General Fund and Housing Revenue Account balances to be charged with the
amount payable by the Council to the pension fund or pensioner in the year, not the amount
calculated according to the relevant accounting standards.

In the Movement in Reserves Statement, appropriations are required to and from the
Pension Reserve to remove the notional debits and credits for pension enhancement
termination benefits and replace them with debits for the cash paid to the pension fund and
pensioners and any such amounts payable but unpaid at the year-end.

Post-Employment Benefits
Employees of the Council are members of one of three separate pension schemes:

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

x 7TKH 7THDFKHUVY 3HQVLRQ 6FKHPH DGPLQLVWHUHG E\ &DSLWI
behalf of the Department for Education;

X The NHS Pensions Scheme, administered by NHS Pensions.

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

7KH DUUDQJHPHQWY IRU WKH 7THDFKHUVYT 3HQVLRQ 6FKHPH DQG '
liabilities for these benefits cannot ordinarily be identified specifically to the Council. These

schemes are, therefore, accounted for as if they were defined contribution schemes and no

liability for future payments of benefits is recognised in the Balance Sheet. Within the

Comprehensive Income and Expenditure Statement, the Children's and Education Services

DQG WKH 3XEOLF +HDOWK OLQHYV DUH FKDUJHG ZLWK WKH HPSOR
7THDFKHUVY 3HQVLRQ 6FKHPH DQG 1+6 3HQVLRQV 6FKHPH LQ WKH

The Local Government Pension Scheme

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

X
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vii. Revenue Expenditure Funded from Capital under Statute

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

viii. Charges to Revenue for Non -Current Assets

Services, support services and trading accounts are debited with the following amounts to
record the cost of holding non-current assets during the year:

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

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

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

The Council is not required to raise Council Tax to fund depreciation, revaluation and
impairment losses or amortisation. However, it is required to make an annual contribution
from revenue towards the reduction in its overall borrowing requirement equal to an amount
calculated on a prudent basis determined by the Council in accordance with statutory
guidance. An adjustment is, therefore, made to remove depreciation, amortisation and
revaluation and impairment losses from the General Fund and Housing Revenue Account
through Note 6, Adjustments Between Accounting Basis and Funding Basis under
Regulations, and the Movement in Reserves Statement and to replace them by the statutory
contribution from the General Fund or Housing Revenue Account Balance to the Capital
Adjustment Account.

ix. Government Grants and Contributions

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

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

Amounts recognised as due to the Council are not credited to the Comprehensive Income
and Expenditure Statement until conditions attached to the grant or contribution are
considered more likely than not to be satisfied in the future. Conditions are stipulations that
specify that the future economic benefits or service potential embodied in the asset in the
form of the grant or contribution are required to be consumed by the recipient as specified,
or future economic benefits or service potential must be returned to the transferor.

Monies advanced as grants and contributions for which conditions are unlikely to be satisfied
are carried in the Balance Sheet as creditors. Where conditions are satisfied or expected to
be satisfied, the grant or contribution is credited to the relevant service line (attributable
revenue grants and contributions) or Taxation and Non-Specific Grant Income (non-ring
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where WKHUH LV D uVXEVWDQWLDO SHULRG RI WLPHY IURP WKH ILU
borrowing until the asset is ready to be brought into use. A substantial period of time is

considered to mean in excess of two years. Both of these tests will be determined using

estimated figures at the time of preparing the accounts in the first year of capitalisation.

6KRXOG HLWKHU WHVW IDLO LQ VXEVHTXHQW ILQDQFLDO \HDUV
adjusted retrospectively.

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

From 1 April 2010 all additions and all material assets revalued (over £5m) are accounted for
on a component basis. As components are added, any component being replaced is
derecognised. On derecognising components where the component is within a non
separated component bundle, the depreciation is apportioned on a straight line basis and
derecognised accordingly. In addition, where the historical cost of the old component is not
readily determinable, it has been estimated by comparing the remaining useful economic life
of the component to the original useful economic life and the cost of the replacement
component. A pro rata of both the depreciation and any applicable Revaluation Reserve is
also derecognised.

Donated assets are measured initially at fair value. The difference between fair value and
any consideration paid is credited to the Taxation and Non-Specific Grant Income line of the
Comprehensive Income and Expenditure Statement, unless the donation has been made
conditionally. Until conditions are satisfied, the gain is held in the Donated Assets Account.
Where gains are credited to the Comprehensive Income and Expenditure Statement, they
are reversed out of the General Fund Balance to the Capital Adjustment Account in the
Movement in Reserves Statement. The Council has not reviewed the deeds of all of its land
and property to determine the categorisation of these assets.

Assets are subsequently carried in the Balance Sheet using the following measurement
bases:

x infrastructure assets *depreciated historical cost;

X community assets and assets under construction zhistorical cost;

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

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

x all other assets zcurrent value, determined as the price that would be received to
sell an asset in an orderly transaction between market participants at the Balance
Sheet date.

Where a material item of Property, Plant and Equipment asset has major components whose
cost is significant in relation to the total cost of the item, the components are evaluated
separately.

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

Where non-property assets have short useful lives or low values (or both), depreciated
historical cost basis is used as a proxy for current value.
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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 current 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:

X 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;

x 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 asset is estimated and, where this is less than the carrying
amount of the asset, an impairment loss is recognised for the shortfall.

Where impairment losses are identified, the accounting treatment is:

X 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;

x 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.

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

Useful Life

The Council estimates that assets, at new, have remaining useful lives within the parameters
as detailed below:
x Council Dwellings +separated into the key components
o Land zindefinite life;
o Kitchens
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The useful life of each asset is reviewed annually by the Directorate user through their
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xiii. Intangible Assets

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

Expenditure on the development of websites is not capitalised if the website is solely or
SULPDULO\ LQWHQGHG WR SURPRWH RU DGYHUWLVH WKH &RXQF|

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 inta
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Where a lease covers both land and buildings, the land and buildings elements are
considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use an asset
in return for payment are accounted for under this policy where fulfiiment of the arrangement
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deducted from/added to the amortised cost of the new or modified loan and the write down
to the Comprehensive Income and Expenditure Statement is spread over the life of the loan
by an adjustment to the effective interest rate.

Where premia and discounts have been charged to the Comprehensive Income and
Expenditure Statement, regulations allow the impact on the General Fund balance to be
spread over future years. The Council has a policy of spreading the gain or loss over the
term that was remaining on the loan against which the premium was repayable or discount
received when it was repaid. The reconciliation of amounts charged to the Comprehensive
Income and Expenditure Statement to the net charge required against the General Fund
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Any gains/losses that arise on the derecognition of the asset are credited/debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement, along with any accumulated gains/losses previously recognised in
the Available-for-Sale Reserve.

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
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where it becomes less than probable that a transfer of economic benefits will now be
required (or a lower settlement than anticipated is made), the provision is reversed and
credited back to the relevant service.

Where some or all of the payment required to settle a provision is expected to be recovered
from another party (for example, from an insurance claim), this is only recognised as income
for the relevant 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 Housing Revenue Account 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 Housing Revenue Account 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 Housing Revenue Account balances through
the Movement in Reserves Statement in future financial years as payments are made.

Contingent Liabilities
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Surplus/Deficit on the Provision of Services in the Comprehensive Income and Expenditure
Statement. The reserve is then appropriated back into the General Fund Balance through
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preceptors since the cash paid to the latter in the year will not be equal to their share of the
total cash collected. If the net cash paid to the major preceptors in the year is more than their
proportionate share of the cash collected the Council will recognise a debit adjustment for
the amount overpaid. Conversely, if the cash paid to the major preceptors in the year is less
than their proportionate share of the amount collected then the Council will recognise a
credit adjustment for the amount underpaid.

Cash Flow Statement
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xxvii. Jointly Controlled Operations and Jointly Controlled Assets

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

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

xxviii. Council Acting as Agent
The Council does not include transactions which relate to its role in acting as an agent on

behalf of other bodies. In such cases the Council is acting as an intermediary and does not
have exposure to significant risks and rewards from the activities being undertaken.
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Note 2

Accounting Standards That Have Been Issued but Have Not Yet Been Adopted

Impact of the adoption of new standards on the 2015/16 financial statements

The Council is required to disclose information relating to the impact of the accounting
change on the financial statements as a result of the adoption by the Code of a new or
amended standard that has been issued, but is not yet required to be adopted by the
Council. For these financial statements the relevant standards are detailed:

X

X

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

Amendment to IFRS 11, Joint Arrangements (Accounting for Acquisitions of Interests
in Joint Operations)

Amendment to IAS 16, Property, Plant and Equipment (Clarification of Acceptable
Methods of Depreciation)
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Schools
The Council has assessed the legal framework underlying each type of school and
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Where a school proposes to transfer to Academy Status, the Council will continue to retain

any asset subject to transfer on the basis of its last revaluation, which maintains both the

asset value and the anticipated useful life until the date of transfer. The Council has taken

the view that any asset transferring will continue, on the basis of the permitted use within the

lease agreements, to be used for the provision of education services thus supporting the

&RXQFLOTVY VWDWXWRU\ R BOfledizadtidnR Qn trEndfevd<an Asddiényl VL R
DVVHWY DUH GHUHFRJQLVHG LQ WKH &RXQFLOTV ILQDQFLDO VWI

Specialist Assets

The Council includes the value of assets on the Balance Sheet in line with its accounting
policy set out in section xi. of Note 1. However, the Council has a number of assets that it
considers to be specialist assets for which an Existing Use Value, defined as the estimated
amount for which a property should exchange on the date of valuation betweemnt fTlII
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ltem Uncertainties Effect if Actual Results Differ from
Assumptions

Measure of The Council has assessed the fair Given the complex nature of the

financial value of some of its financial underlying assumptions and the

instrument fair
values

investments by using the present value
of future cashflows discounted at
market rates.

uncertainty regarding future market rates,
the fair value is the best estimate that can
be made. A 1% change in long term
interest rates would result in a £2.2m
FKDQJH LQ WKH IDLU YDOX
financial investments.

Long term
obligations
under, for
example, PFI
schemes

Equal Pay

For service concessions, the fair value
of the long term obligations has been
based on financial models, including
future assumptions on inflation and
interest rates.

The Council has included a provision of
£310.1m for the settlement of claims
for back pay arising from the Equal Pay

49

The financial models assume an inflation
rate of 2.5% If the annual inflation rate
was to increase to 3.5% each year of the
contracts, this would result in an increase
in running costs of £29.2m in 2016/17, and
a further £410m over the remaining lives
of the contracts.







Birmingham City Council Accounts for the Year Ended 31 March 2016

Note 6
Adjustments Between Accounting Basis and Funding Basis Under Regulations

This note details the adjustments that are made to the total comprehensive income and
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HRA Major Repairs Reserve zthe Council is required by The Accounts and Audit
Regulations 2015 to maintain the Major Repairs Reserve. The reserve controls an element
of the capital resources required to be used on HRA assets or for capital financing purposes.

Capital Receipts Reserve zreflects the income received from the disposal of capital assets
prior to being used to fund future capital expenditure or for the redemption of debt. Capital
receipts cannot be used to fund revenue expenditure except where allowed by statue, for
example, to meet costs of Equal Pay. The level of the reserve has increased significantly in
2015/16, reflecting the unapplied proceeds from the sale of the NEC Group and of Grand
Central.

Capital Grants Unapplied +reflect the unused element of capital grants or capital
contributions awarded to the Council, for which the conditions of the grant support are
expected to be met or for which there are no conditions. The reserve will be used to meet
IXWXUH \HDUVY FDSLWDO H[SHQGLWXUH

Note 9
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.

31 March 2015 31 March 2016
£m £m
743.8 Revaluation Reserve 977.1
0.8 Available for Sale Financial Instruments Reserve 0.2
271.4 Capital Adjustment Account (290.8)
(29.7) Financial Instruments Adjustment Account (27.9)
(2,293.6) Pensions Reserve (2,087.7)
50.1 Deferred Capital Receipts Reserve 30.0
(13.8)
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2014/15 2015/16
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Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account absorbs the timing differences arising from
the different arrangements for accounting for income and expenses relating to certain
financial instruments and for bearing losses or benefiting from gains per statutory provisions.
The Council uses this account to manage premia paid and discounts received on the early
redemption of loans and the recognised losses on loans advanced at less than a commercial
interest rate. These values are debited or credited to the Comprehe misimreheercial
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2014/15 2015/16
£m £m
(1,804.6) Balance at 1 April (2,293.6)
(423.1) Ren_‘l_easurement of the net defined benefit 261.2
liability
Reversal of items relating to retirement
benefits debited or credited to the Surplus
(169.5) or Deficit on the Provision of Services in (165.0)
the Comprehensive Income and
Expenditure Statement
(PSOR\HUTV SHQVLRQV FRI
103.6 direct payments to retirees payable in the 109.7
year
(2,293.6) Balance at 31 March (2,087.7)

Deferred Capital Receipts

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of non-
current assets but for which cash settlement has yet to take place. Under statutory
arrangements, the Council does not treat these gains as usable for financing new capital
expenditure until they are backed by cash receipts. When the deferred cash settlement
eventually takes place, amounts are transferred to the Capital Receipts Reserve.

2014/15
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There were no contributions remaining payable at the year-end. The contributions due to be
paid in the 2016/17 financial year are estimated to be £0.2m on the basis of an employer
contribution rate of 14.3%.

The Council is responsible for the costs of any additional benefits awarded upon early
retirement outside of the terms of the NHS Pension Scheme. These costs are accounted for
on a defined benefit basis and detailed in Note 11.

The Council is not liable to the scheme for any other entities $bligations under the plan.

Note 11
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:

x The Local Government Pension Scheme, administered locally by the West Midlands
Pension Fund office at Wolverhampton City Council #this is a funded defined benefit
career average salary scheme for benefits accrued since 1 April 2014, meaning that
the Council and employees pay contributions into a fund, calculated at a level
intended to balance the pensions liabilities with investment assets. Benefits accrued
to 31 March 2014 are based on final salary. An employer's contribution rate of 12.9%
was set for the Council for 2015/16 (2014/15: 12.3%), plus an additional payment of
£41.9m (2014/15: £40.1m) to fund the pension deficit in respect of past service costs.

X Arrangements for the award of discretionary post-retirement benefits upon early
retirement zthis 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
actual pension payments as they eventually fall due.

The pension scheme is operated under the regulatory framework for the Local Government
Pension Scheme and the governance of the scheme is the responsibility of the Pensions
Committee of Wolverhampton City Council. Policy is determined in accordance with the
Pensions Fund Regulations.

The principal risks to the Council of the scheme are:
X the longevity assumptions
X statutory changes to the scheme
X structural changes to the scheme (for example, large-scale withdrawals)
X changes to inflation
X
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These risks are mitigated, to a certain extent, by the statutory requirements to charge to the
General Fund and the Housing Revenue Account the amounts required by statute as
described in Note 1, Accounting Policies.
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Discretionary
Benefits
Arrangements

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

Local Government
Pension Scheme

£m £m £m £m

Comprehensive Income and Expenditure Statement

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

provision of services 166.7 163.0 2.8 21

Other post employment benefit charged to the Comprehensive
Income and Expenditure Statement
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Local Government Pension Scheme | Unfunded Teacher
Funded Unfunded | Pension Scheme
2014/15

Total
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Local Government Pension Scheme assets
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Basis for estimating assets and liabilities

/ILDELOLWLHV IRU ERWK WKH /RFDO *RYHUQPHQW 3HQVLRQ 6FKHF
Pension Scheme have been assessed by Mercers Human Resource Consulting Ltd, an

independent firm of actuaries. The assessment has been on an actuarial basis using the

projected unit method, an estimate of the pensions that will have to be paid in futur