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1.2

1.3

2.1

Narrative Report

Introduction

This document presents the statutory financial statements for Birmingham City
Council (the Council) for the period from 1 April 2016 to 31 March 2017. The financial
statements have been prepared in accordance with the 2016/17 Code of Practice on
Local Authority Accounting (The Code) published by the Chartered Institute of Public
Finance and Accountancy (CIPFA).

7KLY QDUUDWLYH UHSRUW SURYLGHV D VXPPDU\ RI WKH &RX
details of material items that have impacted on the accounts during the year.

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
WKH ILQDQFLDO VWDWHPHQWV WR KHOS WKH UHDGHUYV XQG
Council Priorities
7KH &RXQFLOTV YLVLRQ IRU WKH &LW\ LV RQH RI
pu$ FLW\ RI JURZWK ZKIHUGH RYWUIHQ DQG SODFH PDWWHUVY
and sets out clear priorities for the Council:

x Children - a great place to grow up in:

Make the best of our diversity and create a safe and secure city for our children

and young people to learn and grow

x Housing zta great place to live in:
Provide housing in a range of types and tenures to meet the housing needs of
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3.2

3.3

3.4

3.5

4.1

The Birmingham Independent Improvement Panel (BIIP), appointed following the
publication of the report on the governance and organisational capabilities of the
Council by Lord Kerslake, has provided a number of progress reports to the Secretary
of State. The BIIP reported to the Secretary of State in November 2016 on the
progress the Council has made in those areas that required improvement and has
supported the broad direction of travel. However, it was acknowledged that some of
the crucial developments were at an early stage of design, implementation and
adoption and that the changes had not yet filtered through to front-line staff or
partners.

The BIIP had previously commented that the four-year financial strategy adopted for
the 2016/17 - 2019/20 period was extremely challenging and that the transformational
nature of the key proposals would be a serious test for the Council to deliver. The
Council has been unable to deliver all of the savings planned for 2016/17, which has
led to an overspend on the budget.

An independent financial review was commissioned jointly by the Council and the

BIIP to assess whether the budget proposals for 2017/18 were realistic. The
LQGHSHQGHQW UHYLHZ LGHQWLILHG WKDW WKHUH ZHUH D Q
plans were ambitious and recommended that the Council prepare a contingency

savings plan and a consistent set of delivery plans with clear accountabilities.

Following a further visit in January 2017, the independent review team concluded that

the Council had taken the recommendations on board and responded well, although

not all recommendations had been fully implemented at the time of the report.

The BIIP provided a further report to the Secretary of State in February 2017 that
concluded the Council had put in place more robust and credible financial plans.
However, the report stated that the plans and strategies would not be easy to
implement and that some of the implementation timetables were extremely ambitious
and that the risks to achieving fully effective delivery were high.

Major Developments

Despite the financial pressures faced by the Council, it has continued to develop
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5.2

53

The Main Financial Statements

The Comprehensive Income and Expenditure Statement (CIES) +provides the
accounting cost in year of providing services in accordance with generally accepted
accounting practices, rather than the amount to be funded from taxation or from rents
for Council dwellings. The Council raises taxation to cover expenditure in accordance
with regulations; this may be different from the accounting cost.

The Housing Revenue Account (HRA) position is shown in a separate statement
within these accounts.

The 2016/17 CIES shows a reduction of £124.3m, from £918.9m to £794.6m, in the
net cost of services compared to 2015/16, which is primarily as a result of:

X A one-off payment in 2015/16 of £72.9m to Network Rail in respect of its
share of the receipt from the disposal of its head lease interest in the Grand
Central development;

X A one-off charge of £66.3m in 2015/16 to the CIES to reflect the impairment of
the investment in NEC (Developments) Limited to reflect the realisable value
of the company;

X The continued reduction in net expenditure on services due to the tightening
of public expenditure;

X The impact of local authority maintained schools converting to academies.

offset by increases in
x Depreciation and impairment charges to the HRA - £9m
x Payments to third parties for the provision of care - £23m
X Public health payments - £12m

Supporting the CIES is the Expenditure and Funding Analysis (EFA), which shows
WKH EDVLV RI WKH & RehQittle @rfi\holy QiQfXrided fidin resources
compared to how the resources are consumed and earned in line with generally
accepted accounting practices. The EFA also shows how expenditure is allocated by
the Council between Directorates.

Movement in Reserves Statement (MiRS) zprovides a reconciliation of the
movement in year on the different reserves of the Council. The MiRS shows how the
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5.10

Associates
Birmingham Airport Holdings Limited
Service Birmingham Limited

Joint Venture
Paradise Circus General Partner Limited

In February 2017 a process commenced to explore a potential sale of the business
and assets of Innovation Birmingham Limited to a strategic purchaser. The intention
is to seek a new investor to continue with the strategic development of Innovation
Birmingham Limited and the Innovation Birmingham Campus. The Innovation
Birmingham Campus masterplan identifies a further 90,000 sq ft of proposed
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7.4.2

7.4.3

7.5

7.5.1

7.5.2

7.6

During the financial year ended 31 March 2017, the Council took £40.0m of long term

loans. The Council also maintained a significant short term loan debt portfolio during

the year, taking advantage of historically low short term interest rates. Total debt
UHPDLQHG ZLWKLQ WKH &RXQFLOYV DXWKRULVHG OLPLW

)JXUWKHU GHWDLOV RI WKH &RXQFLOTV ILQDQFLDO OLDELOLYV
these financial statements. Full details regarding the financing of capital expenditure

and the acquisition and disposal of non-current assets are given in Notes 22 to 25 to

these financial statements.

Service Concession Arrangements and Similar Contracts

The Council has entered into a number of Service Concession arrangements,
formerly classed as Private Finance Initiatives and similar contracts across Schools,
Waste Management and Highways services to deliver improvements in infrastructure
and future service delivery. As a result of the schemes, the Council has a future
liability to the end of the contracts of £439.9m as at 31 March 2017.

Details of the arrangements and timings of future liabilities are set out in Note 43 to
these financial statements.

Pension Liabilities

11
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Business Rates

7.7.2 As aresult of the change introduced through the Local Government Finance Act
2012, local authorities assumed part of the liability for funding rate payers who
successfully appeal against the rateable value of their properties on the rating list.
This liability includes amounts that were collected in respect of both the current and
prior years.

7.7.3 The Council, as Billing Authority, is required to make a provision for this liability. The
ILQDQFLDO VWDWHPHQWY LQFOXGH D SURYLVLRQ WR FRYHU
liability for the settlement of all appeals received up to 31 March 2017 but which
remained unsettled. However, regulations permit local authorities to spread an
element of the impact over a period of 5 years up to 2017/18. A share of the liability is
attributable to Central Government and the West Midlands Fire and Rescue Authority.

NEC Pension Liability

7.7.4 On the disposal of the NEC Group on 1 May 2015, PETPS (Birmingham) Limited, a
wholly owned subsidiary of the Council, replaced the National Exhibition Centre
Limited as principal employer of the defined benefit schemes, which assumed the
ongoing funding obligations with the agreement of the pension trustees. At the same
time, the Council provided guarantees to the Trustees of the Fund and the Scheme to
meet the current and future funding obligations that may arise in respect of the
liabilities.

7.8 Reserves
7.8.1 The Council maintains two types of reserves:

x Usable reserves twhere the Council sets aside specific amounts for future
policy purposes or to cover contingencies
x Unusable reserves, which are not available to support the provision of services
and include:
Unrealised gains and losses, particularly in relation to changes in valuation
of non-current assets;
Adjustment accounts that absorb the difference between the outcome of
applying proper accounting practices and the requirements of statutory
arrangements for funding expenditure.

7.8.2 Details of the reserves are set out below.
31 March 31 March
2016 2017

£m £m
Usabk7/FaseoredMCID 22>> BI
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7.8.3 The reduction in the level of usable reserves is mainly as a result of the planned
reduction in resources set aside:

x Tosupport WKH &RXQFLOYYVY FDSLWDO SURJUDPPH

13
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nationally, although there are opportunities to enhance/expand the arrangement in
future years if all parties are in favour of this.

Full details of the 2017/18 Revenue and Capital Budgets can be found within the
Council Financial Plan 2017+ approved by Council on 28 February 2017, via

www.birmingham.gov.uk.

8.5

14
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CORE FINANCIAL STATEMENTS
2016/17

15
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Movement in Reserves Statement

This Statement shows the movement in the year in the different reserves held by the
&RXQFLO DQDO\WHG LQWR pXV EGtKHabe ¥pplied td wifld WKDW LV WKR)
expenditure or reduce local taxation) and other reserves.
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£m £m £m £m £m £m £m
Balance at 31 March 2015 485.3 45 16.3 15.8 104.1 626.0 | (1,854.0) | (1,228.0)
Movement in Reserves during
2015/16
Surplus/(Deficit) on the provision
of services (193.4) 59.0 (134.4) (134.4)
Other Comprehensive Income
and Expenditure - 519.6 519.6
Total Comprehensive Income
and Expenditure (193.4) 59.0 - - - | (134.4) 519.6 385.2
Adjustments between accounting
basis and funding basis under
regulations (Note 16) 208.3 (58.9) 295.8 (10.0) (31.2) 404.1 (404.12) -
Increase/Decrease in 2015/16 14.9 0.1 2958 (10.0) (31.1) 269.7 1155 385.2
Balance at 31 March 2016 500.2 4% 312.1 5.8 73.0 895.7 | (1,738.5) (842.8)
Movement in Reserves during
2016/17
Surplus/(Deficit) on the provision
of services (158.0) 41.9 (116.1) (116.1)
Other Comprehensive Income
and Expenditure - (102.6) (102.6)
Total Comprehensive Income
and Expenditure (158.0) 41.9 - - - | (116.1) (102.6) (218.7)
Adjustments between accounting
basis and funding basis under
regulations (Note 16) 70.7 (41.9) (33.7) 33.2 22.2 50.5 (50.5) -
Increase/Decrease in 2016/17 (87.3) - (33.7) 33.2 222 (65.6) (153.1) (218.7)
Balance at 31 March 2017 412.9

17
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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.

31 March 2016 Note 31 March 2017
£m £m
4,855.3 Property, Plant and Equipment 22 5,348.2
249.8 Heritage Assets 23 2515
10.0 Investment Property 9.8
25.6 Intangible Assets 24 19.7
32.2 Long Term Investments 25 33.5
75.0 Long Term Debtors 26 92.9
5,247.9

18
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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.

2015/16 Note 2016/17
£m £m
(134.4) Net Surplus/(Deficit) on the provision of services (116.1)
460.2 Adjustments to net Surplus/Deficit on the provision of 38 376.8

services for non cash movements
Adjustments for items included in the net Surplus/(Deficit)

(478.3)  on the provision of services that are investing and financing 38 (230.2)
activities
(152.5) Net cash flows from Operating Activities 30.5

254.1 Investing Activities

19
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Note 1
Accounting Policies

i. General Principles

7KH 6WDWHPHQW RI $FFRXQWYV VXPPDULVHYV WKH &RXQFLOTV WU
year and its position at the year-
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This is intended to improve the efficiency of the final accounts process in order that earlier

21
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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 DUUDQJHPHQWYV IRU WKH 7 I¢ Briekhid NNSTPEndighy EdRepnecrraar P

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 People Directorate line is charged

ZLWK WKH HPSOR\HUYVY FRQWULEXWLRQV SD\DEOH WR WKH 7HDF
Pensions Scheme in the year.

The Local Government Pension Scheme

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

X The liabilities of the West Midlands Local Government Pension Fund attributable to
the Council are included in the Balance Sheet on an actuarial basis using the
projected unit method =*that is, an assessment of the future payments that will be
made in relation to retirement benefits earned to date by employees, based on
assumptions about mortality rates, employee turnover rates, etc., and projections of
earnings for current employees;

x Liabilities are discounted to their value at current prices, using a discount rate of
2.7% based on the indicative rate of return on AA rated corporate bond yields;

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

0 quoted securities zcurrent bid price;

0 unquoted securities xprofessional estimate;
0 unitised securities *current bid price;

0 property market value.

x The change in the net pensions liability is analysed into the following elements:

23
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Service cost comprising:

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

0 past service cost +

24
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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
which does not result in the creation of a hon-current asset, has been charged as
expenditure to the relevant Directorate in the Comprehensive Income and Expenditure
Statement in the year. Where the Council has determined to meet the cost of this
expenditure from existing capital resources or by borrowing, a transfer through the
Movement in Reserves Statement from the General Fund Balance to the Capital Adjustment
Account then reverses out the amounts charged so that there is no impact on the level of
Council Tax.

viii. Charges to Revenue for Non -Current Assets

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

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

25
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Since 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, vehicles, plant, furniture and equipment +

27



Birmingham City Council Draft Accounts for the Year Ended 31 March 2017




Birmingham City Council Draft Accounts for the Year Ended 31 March 2017



Birmingham City Council Draft Accounts for the Year Ended 31 March 2017



Birmingham City Council Draft Accounts for the Year Ended 31 March 2017

therefore, carried at amortised cost. The depreciable amount of an intangible asset is
amortised on a straight line basis over its useful life to the relevant Directorate in the
Comprehensive Income and Expenditure Statement. An asset is tested for impairment
whenever there is an indication that the asset might be impaired tany losses recognised are
posted to the relevant Directorate in the Comprehensive Income and Expenditure Statement.
Any gain or loss arising on the disposal or abandonment of an intangible asset is posted to
Other Operating Expenditure 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.

Xiv. Investment Properties
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contracts for no additional charge, the Council carries the assets used under the contracts
on its Balance Sheet as part of Property, Plant and Equipment.

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

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

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

x Fair value of the services procured during the year tdebited to the relevant
Directorate in the Comprehensive Income and Expenditure Statement;

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

X Contingent rent zinflationary 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;

X Payment towards liability tapplied to write down the Balance Sheet liability towards
the contractor;

x Lifecycle replacement costs tusually recognised as an addition to Property, Plant
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The gain credited to the Comprehensive Income and Expenditure Statement on disposal is
not permitted by statute to impact the General Fund Balance and is required to be treated as
a capital receipt. Where a premium has been received, this is posted out of the General
Fund Balance to the Capital Receipts Reserve through the Movement in Reserves
Statement. Where the amount due in relation to the lease asset is settled by the payment of
rentals in future financial years, this is posted out of the General Fund Balance to the
Deferred Capital Receipts Reserve through the Movement in Reserves Statement.

The written-off value of disposals is not a charge against Council Tax, as the cost of non-
current assets is fully provided for under separate arrangements for capital financing.
Amounts are therefore appropriated to the Capital Adjustment Account from the General
Fund Balance through the Movement in Reserves Statement.

Operating Leases

Where the Council grants an operating lease over a property or an item of plant or
equipment, the asset is retained in the Balance Sheet. Rental income is credited to the Other
Operating Expenditure line in the Comprehensive Income and Expenditure Statement.
Credits are made on a straight line basis over the life of the lease, even if this does not
match the pattern of payments. Initial direct costs incurred s leali
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has control over the land through restrictive covenants within site deeds or where there is
reasonable evidence that restrictive covenants are in place.

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

xix. Financial Instruments

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council becomes a party

to the contractual provisions of a financial instrument and are initially measured at fair value
and are carried at their amortised cost. Non-borrowing creditors are carried at contract
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Financial Assets
Financial assets are classified into two types:

x Loans and receivables tassets that have fixed or determinable payments but are not
guoted in an active market;

X Available-for-sale assets tassets that have a quoted market price and/or do not
have fixed or determinable payments.

Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Council becomes a
party to the contractual provisions of a financial instrument and are initially measured at fair
value. They are subsequently measured at their amortised cost. Annual credits to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement for interest receivable are based on the carrying amount of the asset
multiplied by the effective rate of interest for the instrument. For most of the loans the
Council has made, this means the amount presented in the Balance Sheet is the outstanding
principal receivable, plus accrued interest, and interest credited to the Comprehensive
Income and Expenditure Statement is the amount receivable for the year in the loan
agreement.

However, the Council has made a number of loans to third parties at less than market rates
(soft loans). When soft loans are made, a loss is recorded in the Comprehensive Income
and Expenditure Statement, charged to the appropriate Directorate, for the present value of
the interest that will be foregone over the life of the instrument, resulting in a lowered
amortised cost than the outstanding principal. Interest is credited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement at a marginally higher effective rate of interest than the rate receivable from the
third parties, with the difference serving to increase the amortised cost of the loan in the
Balance Sheet. Statutory provisions require the impact of soft loans on the General Fund
Balance is the interest receivable for the financial year +the reconciliation of amounts
debited and credited to the Comprehensive Income and Expenditure Statement to the net
gain required against the General Fund Balance is managed by a transfer to/from the
Financial Instruments Adjustment Account in the Movement in Reserves Statement.

Where assets are identified as impaired because of a likelihood arising from a past event
that payments due under the contract will not be made, the asset is written down and a
charge made to the relevant Directorate, for receivables specific to that Directorate, or the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. The impairment loss is measured as the difference between the
carrying amount and the present value of the revised future cash flows discounted at the
DVVHWYV RULJLQDO HIIHFWLYH LOQWHUHVW UDWH

Any gains/losses that arise on the derecognition of an asset are credited/debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

Available-for-Sale Assets

Available-for-Sale assets are recognised on the Balance Sheet when the Council becomes a
party to the contractual provisions of a financial instrument and are initially measured and
carried at cost. Where a fair value of those assets that do not form part of the Group
Accounts can be determined, the carrying value of the asset is adjusted to the fair value.
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Where a fair value cannot be measured reliably, the asset is carried at cost less any
impairment losses. Where the asset has fixed or determinable payments, annual credits to
the Financing and Investment Income and Expenditure line in the Comprehensive Income
and Expenditure Statement for interest receivable are based on the amortised cost of the
asset multiplied by the effective rate of interest for the instrument. Where there are no fixed
or determinable payments, income is credited to the Comprehensive Income and
Expenditure Statement when it becomes receivable by the Council.

Where it is possible to determine a fair value of an asset, they are based on:

X Instruments with quoted market prices *the market price;
X
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xX. Cash and Cash Equivalents
Cash and Cash Equivalents are represented by cash in hand and deposits with financial

institutions, which must be repayable immediately without penalty. Any deposits with
financial institutions that may be repaid after
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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
future events not wholly within the control of the Council.

Contingent assets are not recognised in the Balance Sheet but disclosed in Note 33 to the
accounts where it is probable that there will be an inflow of economic benefits or service
potential.

xxii. Reserves

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

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

Contributions from developers, paid under section 106 of the Town and Country Planning
Act 1990, are shown on the Balance Sheet as either Grant Reserves or Capital Grants
Unapplied. Where these monies are invested externally, the sums invested are shown
under short term investments.

xxiii. Council Tax and Business Rates

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

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

x While the Council Tax and Business Rates income for the year credited to the
Collection Fund is the accrued income for the year, regulations determine when it
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Note 2
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

Local Authorities are required by the Code of Practice on Local Authority Accounting
2016/17 to prepare their accounts on the going concern basis, that is that the functions of
the Council will continue in operational existence for the foreseeable future, as it can only be
discontinued as a result of statutory prescription.

The Council continues 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 Council Financial Plan 2017+, and is meeting these budget
challenges by developing multi-year savings plans and funding investment to deliver these
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 the shortfall or it can delay the
timing of its Minimum Revenue Provision contributions and equal pay settlements. On this
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H[SHQGLWXUH E\ ORFDO DXWKRULW\ PDLQWDLQHG VFKRROV ZKL
be considered to be capital expenditure. The Council has, therefore, treated expenditure

which it can reasonably identify as being capital in nature as capital expenditure financed

from revenue, which is then depreciated over an average useful economic life. Where it is

not clear whether expenditure incurred relates specifically to capital, it has been left in

revenue expenditure.

Whilst the Council is required to report the transactions of local authority maintained schools

within its entity financial statements, it has not included details of employees of Voluntary

Aided and Foundation Trust schoolsin 1RWH 2IILFHUVY 5HPXQHUDWLRQ DV W|
employed by the relevant governing body.

The table below shows the number and type of schools within Birmingham at 31 March
2017.
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The Better Care Fund

The Better Care Fund was announced in June 2013 with the intention to drive the
transformation of local services and was to be operated through pooled budget
arrangements between the Council and local Clinical Commissioning Groups. Specific
resources were earmarked for the Better Care Fund by NHS England in its allocation to
Clinical Commissioning Groups. The remainder of the fund was made up of the Social Care
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Note 3
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 2017 for which there is a significant
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