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3.2 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
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The Main Financial Statements 
 

5.2 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 £112.4m, from £918.9m to £806.5m, in the 
net cost of services compared to 2015/16, which is primarily as a result of: 
 

 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; 

 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; 

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

 The impact of local authority maintained schools converting to academies. 
 
offset by increases in 

 Depreciation and impairment charges to the HRA - £9m 

 Payments to third parties for the provision of care - £23m 

 Public health payments - £12m  
 

Supporting the CIES is the Expenditure and Funding Analysis (EFA), which shows 
the basis of the Council’s annual expenditure and how it is funded from 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.   

 
5.3 Movement in Reserves Statement (MiRS) – provides a reconciliation of the 

movement in year on the different reserves of the Council.  The MiRS shows how the 
movements in the Council’s reserves are broken down between gains and losses 
incurred in accordance with generally accepted accounting practices and the 
statutory adjustments required to return to the amounts chargeable to council tax or 
housing rents for the year.    
 

5.4 Balance Sheet – shows the value of assets and liabilities recognised by the Council 
at 31 March 2017 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 
losses where amounts would only become available to provide services if the assets 
were to be sold and reserves that hold timing differences in charging to the 
Comprehensive Income and Expenditure Statement. 
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The net liability has increased by £230.7m to £1,073.5m, mainly as a result of: 
 

 The increase in the net liability on defined benefit pension schemes of 
£783.0m, further details of which are set out in Notes 19, 20 and 21.  The 
Council is addressing the liability in accordance with external requirements 
and its accounting policies, over both the medium and longer term; 

 A reduction in net current assets, excluding provisions, of £158.0m 
 
offset by 

 An increase of £480.9m in the carrying value of Property, Plant and 
Equipment following the latest valuation of non-current assets.  The major 
change relates to the change in the factor for determining the Existing Use 
Value – Social Housing (EUV-SH) of Council dwellings which increased from 
34% to 40%; 

 A reduction of £148.8m in provisions set aside by the Council, mainly related 
to Equal Pay, following settlement of claims; and 

 A reduction in long term borrowing and other long term liabilities of £64.0m. 
 
5.5 Cash Flow Statement – shows how t
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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.  
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Movement in Reserves Statement 
 
This Statement shows the movement in the year in the different reserves held by the 
Council, analysed into ‘usable reserves’ (that is, those that can be applied to fund 
expenditure or reduce local taxation) and other reserves.  The format of the Statement has 
been amended from that used in previous years as Earmarked Reserves are now shown in 
General Fund Balances rather than as a separate item.  The value of Earmarked Reserves 
at 31 March 2016 was £389.3m (31 March 2015: £347.5m). 
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£m £m £m £m £m £m £m 

Balance at 31 March 2015 485.3 4.5 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 
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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 5,336.2 

249.8 Heritage Assets 23 251.5 

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 Total Long Term Assets 
 

5,743.6 

    

    58.8 Short Term Investments 27  
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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 
 

(128.0) 

460.2 Adjustments to net Surplus/Deficit on the provision of 
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This is intended to improve the efficiency of the final accounts process in order that earlier 
closedown deadlines can be achieved. 
 
 
iii. Fair Value Measurement 
 
The Council measures some of its non-financial assets, such as investment properties, and 
some of its financial instruments, such as equity shareholdings, at fair value at each 
reporting date.  Fair value is the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement 
date.  The fair value measurement assumes that the transaction to sell the asset or transfer 
the liability takes place either: 
 

 In the principal market for the asset or liability; or 

 In the absence of a principal market, in the most advantageous market for the asset 
or liability. 

 
The Council measures the fair value of an asset or liability using the assumptions that 
market participants would use when pricing the asset or liability, assuming that market 
participants act in their economic best interest. 
 
When measuring the fair value of a non-financial asset, the Council takes into account a 
market participant’s ability to generate economic benefits by using the asset in its highest 
and best use or by selling it to another market participant that would use the asset in its 
highest and best use. 
 
The Council uses valuation techniques that are appropriate in the circumstances and for 
which sufficient data is available, maximising the use of relevant observable inputs and 
minimising the use of unobservable inputs. 
 
Inputs to the valuation techniques in respect of assets and liabilities for which fair value is 
measured or disclosed in the Council’s financial statements are categorised with the fair 
value hierarchy as follows: 
 

 Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the Council can access at the measurement date; 

 Level 2 – inputs other than quoted prices included within Level 1 that are observable 
for the asset or liability, either directly or indirectly; 

 Level 3 – unobservable inputs for the asset or liability. 
 
 
iv. Exceptional Items 
 
When items of income and expense are material, their nature and amount is disclosed 
separately, either on the face of the Comprehensive Income and Expenditure Statement or 
in the notes to the accounts, depending on how significant the items are to an understanding 
of the Council’s financial performance. 
 
 
v. Prior Period Adjustments, Changes in Accounting Policies and Estimates and 
Errors 
 
Prior period adjustments may arise as a result of a change in accounting policies or to 
correct a material error. Changes in accounting estimates are accounted for prospectively, 
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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, 
or events and conditions, on the Council’s financial position or financial performance. Where 
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 the 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 of 
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: 

 Long term paid absence or sabbatical leave; 

 Long term disability benefits; 

 Bonuses; 

 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 
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fenced revenue grants and all capital grants) in the Comprehensive Income and Expenditure 
Statement. 
 
Where capital grants are credited to the Comprehensive Income and Expenditure Statement, 
they are reversed out of the General Fund Balance in the Movement in Reserves Statement. 
Where the grant has yet to be used to finance capital expenditure, it is posted to the Capital 
Grants Unapplied Reserve. Where it has been applied, it is posted to the Capital Adjustment 
Account. Amounts in the Capital Grants Unapplied Reserve are transferred to the Capital 
Adjustment Account as they are applied to fund capital expenditure. 
 
 
x. Overheads and Support Services 
 
The costs of overheads and support services are charged to Directorates in accordance with 
the Council’s arrangements for accountability and performance.  
 
 
xi. Property, Plant and Equipment 
 
Assets that have physical substance and are held for use in the production or supply of 
goods or services, for rental to others, or for administrative purposes and that are expected 
to be used during more than one financial year are classified as Property, Plant and 
Equipment. 
 
Recognition 
 
Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is 
capitalised on an accruals basis, provided it is probable that the future economic benefits or 
service potential associated with the item will flow to the Council and the cost of the item can 
be measured reliably. Expenditure that maintains but does not add to an asset’s potential to 
deliver future economic benefits or service potential (for example, repairs and maintenance) 
is charged as an expense when it is incurred. 
 
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 
construction.  Material assets are considered to be those where total planned (multi-year) 
borrowing for a single asset (including land and building components) exceeds £20m, and 
where there is a ‘substantial period of time’ from the first capital expenditure financed from 
borrowing until the asset is ready to be brought into use. A substantial period of time is 
considered to mean in excess of two years.  Both of these tests will be determined using 
estimated figures at the time of preparing the accounts in the first year of capitalisation.  
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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: 
 

 infrastructure assets, vehicles, plant, furniture and equipment (excluding Tyseley 
Energy Recovery Facility) – depreciated historical cost;  

 community assets and assets under construction – historical cost; 

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

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

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

 
Where a material asset within Property, Plant and Equipment contains major components 
whose cost is significant in relation to the total cost of the asset and which has a useful life 
that is significantly different from that of the asset, the components are evaluated separately. 
 
Where there is no market based evidence of current value because of the specialist nature 
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Where decreases in value are identified, the accounting treatment is: 
 









Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

31 
 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

32 
 

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 
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a liability for the obligation to pay the lessor. Initial direct costs of the Council are added to 
the carrying amount of the asset. Premia paid on entry into a lease are applied to writing 
down the lease liability. Contingent rents are charged as expenses in the periods in which 
they are incurred. 
 
Lease payments are apportioned between: 
 

 
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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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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: 
 

 Instruments with quoted market prices – the market price; 

 Other instruments with fixed and determinable payments – discounted cash flow 
analysis;  

 Equity shares with no quoted market price – appraisal of company valuations. 
 
The inputs to the measurement techniques are categorised in accordance with the following 
three levels: 
 

 Level 1 inputs – quoted prices (unadjusted) in active markets for identical assets that 
the Council can access at the measurement date 

 Level 2 inputs – inputs other than quoted prices included within Level 1 that are 
observable for the asset, either directly or indirectly 

 Level 3 inputs – unobservable inputs for the asset. 
 
 
Changes in fair value are balanced by an entry in the Available-for-Sale Reserve and the 
gain/loss is recognised in the Surplus/Deficit on Revaluation of Available-for-Sale Financial 
Assets.  The exception is where impairment losses have been incurred – these are debited 
to the Financing and Investment Income and Expenditure line in the Comprehensive Income 
and Expenditure Statement, along with any net gain/loss for the asset accumulated in the 
Available-for-Sale Reserve. 
 
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 (fixed or determinable payments) or 
fair value falls below cost, the asset is written down and a charge made to the Financing and 
Investment Income and Expenditure line in the Comprehensive Income and Expenditure 
Statement.  If the asset has fixed or determinable payments, 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 asset’s original effective interest rate.  Otherwise 
the impairment loss is measured as any shortfall of fair value against the acquisition cost of 
the instrument (net of any principal repayment and amortisation). 
 
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 
Accounts to the extent that provisions might be required or a contingent liability note is 
needed under the policies set out in section xxi. on Provisions, Contingent Liabilities and 
Contingent Assets. 
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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 the immediate day are considered to be 
investments, not cash equivalents. 
 
In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts 
that are repayable on demand, where there are pooling arrangements across the accounts 
with the same institution, and form an integral part of the Council’s cash management. 
 
 
xxi. Provisions, Contingent Liabilities and Contingent Assets 
 
Provisions 
 
Provisions are made where an event has taken place that gives the Council a legal or 
constructive obligation that probably requires settlement by a transfer of economic benefits 
or service potential, and a reliable estimate can be made of the amount of the obligation. For 
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should be released from the Collection Fund and transferred to the Council’s General 
Fund, or paid out from the Collection Fund to the major preceptors. The amount 
credited to the General Fund under statute is the Council’s demand on the Fund for 
that year, plus/(less) the Council’s share of any surplus/(deficit) on the Collection 
Fund for the previous year. This amount may be more or less than the accrued 
income for the year in accordance with the Code of Practice on Local Authority 
Accounting in the United Kingdom 2016/17. 

 
Comprehensive Income and Expenditure Statement 
 
The Council Tax and Business Rates income included in the Comprehensive Income and 
Expenditure Statement is the Council’s share of accrued income for the year. The difference 
between the income included in the Comprehensive Income and Expenditure Statement and 
the amount required by regulation to be credited to the General Fund is taken to the 
Collection Fund Adjustment Account and included as a reconciling item in the Movement in 
Reserves Statement.  In addition, that part of Business Rates retained as the cost of 
collection allowance 
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In line with Code guidance the Council has determined that it acts as agent to the Business 
Improvement District authorities and therefore neither the proceeds of the levy nor the 
payment to the Business Improvement District Company are shown in the Council’s 
accounts. 
 
xxv. Community Infrastructure Levy 
 
The Council has elected to charge a Community Infrastructure Levy (CIL).  The levy will be 
charged on new builds with appropriate planning consent.  The Council charges for and 
collects the levy, which is a planning charge.  The income from the levy will be used to fund 
infrastructure projects to support the development of the City. 
 
CIL is received without outstanding conditions; it is, therefore, recognised at the 
commencement date of the chargeable development in the Comprehensive Income and 
Expenditure Statement in accordance with section ix. Government Grants and Contributions 
of this note.  CIL charges will be largely used to ( )g8(e)11(ed)3( )capensivlaln  
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xxviii. Council Acting as Agent 
 
The Council does not include transactions that relate to its role in acting as an agent on 
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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 
basis, the Council considers that it can continue to meet its liabilities as they fall due, 
supporting the preparation of the financial statements on a going concern basis irrespective 
of the statutory requirements. 
 
Schools 
The Council has assessed the legal framework underlying each type of school and 
determined the treatment of non-current assets within the financial statements on the basis 
of whether it owns or has some responsibility for, control over or benefit from the service 
potential of the premises and land occupied. The Council has considered its accounting 
arrangements for each school, on a case by case basis, under the terms of: 
 

 IAS 16, Property, Plant and Equipment 

 IAS 17, Leases 

 IFRIC 4, Determining whether an Arrangement Contains a Lease; and  

 LAAP Bulletin 101, Accounting for Non-Current Assets Used by Local Authority 
Maintained Schools 

 
The Council has determined that, within its Balance Sheet, for: 
 

 Community Schools - all land and buildings should be recognised; 

 Voluntary Controlled, Voluntary Aided and Foundation Schools - all buildings should 
be recognised and that land should be recognised where the Council can 
demonstrate that it has control over the asset through restrictive covenants within 
site deeds or there is reasonable evidence that restrictive covenants are in place; 

 Academy Schools - no non-current assets should be recognised as they maintain 
their own financial records. 
 

Local authority maintained schools, as independent entities, have responsibility for the 
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expenditure by local authority maintained schools, which under the Council’s policies would 
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 schools in Note 45, Officers’ Remuneration as they are 
employed by the relevant governing body.   
 



Birmingham City Council
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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 
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Item Uncertainties 
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Note 
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Commonwealth Games 2022 
 
The Commonwealth Games Delivery Unit has decided that Birmingham should be 
recommended as a Candidate City to host the 2022 Commonwealth Games following the 
decision earlier in the year to strip Durban of the event. 
 
A final decision 
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Note 5 
Expenditure and Funding Analysis 
 
The Expenditure and Funding Analysis shows how the Council allocates expenditure for 
decision making purposes between the Council’s Directorates. Income and expenditure 
accounted for under generally accepted accounting practices is presented more fully in the 
Comprehensive Income and Expenditure Statement
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Note 6 
Note to the Expenditure and Funding Analysis 
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Note 7 
Prior Period Restatement of the Service Expenditure and Income 
 
The 2016/17 Code of Practice on Local Authority Accounting requires that the Council shows 
its expenditure and income on services on the basis of Directorates.  This is a change from 
previous years where the service analysis was based on the Service Reporting Code of 
Practice (SeRCOP).  This note sets out how the net expenditure and income has been 
restated. 
 

Service Reporting Code of Practice (SeRCOP) 
Service Line 

(Restated)                          
As Reported in the 

Comprehensive 
Income and 
Expenditure 

Statement 2015/16 

Adjustments 
between 
SeRCOP 

classification and 
Internal 

Reporting 
Classifications 

As Restated 
for 2015/16 Directorate 

 
£m £m £m 

 Net Expenditure 
    Continuing Operations 

    Cultural and Related Services 149.6 (149.6) - 
 Environmental and Regulatory Services  77.9 84.6 162.5 Place 

Planning Services (8.9) 145.1 136.2 Corporate Resources 
Housing General Fund (Other Housing 
Services) 

54.6 (54.6) - 
 

Central Services to the Public 8.8 (8.8) - 
 

Children’s and Education Services 245.5 279.0 524.5 People 
Adult Social Care 268.2 (268.2) - 

 
Public Health  8.9 (8.9) - 

 
Highways and Transport Services 201.0 (4.3) 196.7 Economy 
Housing Revenue Account1 (107.1) - (107.1) HRA 
Corporate and Democratic Core1 (1.0) 1.0 - 

 
Non Distributed Costs 24.6 (18.5) 6.1 Corporately Managed 

Total Continuing Operations excluding 
acquired services 

922.1 (3.2) 918.9 
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Service Reporting Code of Practice (SeRCOP) 
Service Line 

(Restated)                          
As Reported in the 

Comprehensive 
Income and 
Expenditure 

Statement 2015/16 

Adjustments 
between 
SeRCOP 

classification and 
Internal 

Reporting 
Classifications 

As Restated 
for 2015/16 Directorate 

 
£m £m £m 

 Gross Income 
    

Continuing Operations £m £m £m 
 

Cultural and Related Services (32.5) 32.5 - 
 

Environmental and Regulatory Services  (27.2) (59.3) (86.5) Place 
Planning Services (56.3) (574.5) (630.8) Corporate Resources 
Housing General Fund (Other Housing 
Services) 

(586.9) 586.9 - 
 

Central Services to the Public (12.2) 12.2 - 
 

Children’s and Education Services (862.0) (190.6) (1,052.6) People 
Adult Social Care (101.5) 101.5 - 

 
Public Health  (76.6) 76.6 - 

 
Highways and Transport Services (36.9) (17.6) (54.5) Economy 
Housing Revenue Account1 (293.3) - (293.3) HRA 
Corporate and Democratic Core1 (2.8) 2.8 - 

 
Non Distributed Costs - (10.3) (10.3) Corporately Managed 

Total Continuing Operations excluding 
acquired services 

(2,088.2) (39.8) (2,128.0) 
 

Acquired Services - from Health  
    

Public Health - Children's Services (11.4)

(11.4) 
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Note 8 
Expenditure and Funding Analysis by Nature of Activity  
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The 
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a safe and healthy environment for the pupils/children and staff by achieving and maintaining 
high standards of cleaning in all establishments. 
 
The Mobile Caretaking Service completes a range of duties to cover sickness, holiday or 
where there is a vacancy. 
 
Trade Refuse 
Trade Refuse offers a competitive waste management service to businesses and provides 
Containers and Skips, Prepaid Sacks, Hire of Equipment and Special Collections.  
 
Birmingham Parks and Nurseries 
Birmingham Parks and Nurseries is responsible for the maintenance of all of the Council’s 
parks and open spaces, as well as the floral displays that have helped to promote the City 
over the years.  In addition, it looks after all of the 'green' maintenance of Council estates, 
highway verges, traffic islands, schools, residential care homes, cemeteries and crematoria, 
playing fields, allotments and children's outdoor playgrounds.  
 
Pest Control 
The Pest Control service provides treatment to commercial and domestic properties for rats, 
mice, insect control including wasps, fleas and ants and control of squirrels and pigeons.  
Rat pest control services are free for domestic users.  
 
Procurement Services 
In addition to providing the Council’s in house procurement service, schools may choose to 
utilise Procurement Services and are charged for work undertaken.    
 
Schools’ Human Resources 
Schools have a choice in deciding who will support them with a Human Resources function.  
The Schools
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2015/16 
 

2016/17 

£m 
 

£m
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Adjustments to Revenue Resources 
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£m £m £m £m £m 

Adjustments to Revenue Resources 
     Adjustments by which income and expenditure included in the 

Comprehensive Income and Expenditure Statement are different 
from revenue for the year calculated in accordance with statutory 
requirements: 

     Pension costs (transferred to/from the Pensions Reserve) 53.1 2.2 - - - 
Financial Instruments (transferred to/from the Financial 
Instruments Adjustments Account) 66.0 - - - - 
Council Tax and Business Rates (transfers to/from the 

Collection Fund) 9.1 - - - - 
Holiday Pay (transferred to/from the Accumulated 
Absences Reserve) (4.7) - - - - 
Equal pay settlements (transferred to/from the Unequal 
Pay Backpay Account) (250.4) (11.3) - - - 

Reversal of entries included in the Surplus/Deficit on the 
Provision of Services in relation to capital expenditure (these 
items are charged to the Capital Adjustment Account) 727.8 55.1 -
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Note 17  
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 2016/17.   
 

 

Balance at  
31 March 

2015 

Transfers 
Out 

2015/16 

Transfers 
In  

2015/16 

Balance at  
31 March 

2016 

Transfers 
Out 

2016/17 

Transfers 
In 

2016/17 

Balance at  
31 March 

2017 

 

£m £m £m £m £m £m £m 

Earmarked Reserves 136.8 (83.1) 134.2 187.8 (117.4) 65.8 136.2 

Grant Related Reserves 144.7 (61.0) 54.2 137.9 (47.1) 42.6 133.4
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Usable Reserves 

Balance 
at 31 

March 
2016 

Transfers 
out 

2016/17 
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Usable Reserves 

Balance 
at 31 

March 
2016 

Transfers 
out 

2016/17 

Transfers 
In  

2016/17 

Balance 
at 31 

March 
2017 

 

£m £m £m £m 

      

Ringfenced Reserves 
    

 
Schools' Reserves 63.6 (22.7) 1.6 42.5 

 
Housing Revenue Account 4.6 - - 4.7  
HRA Major Repairs Reserve 5.8 (14.3) 47.5 39.0  

Total Ringfenced Reserves 74.1 (37.0) 49.1 86.2  

     
 

     
 

Capital Reserves 
    

 
Capital Receipts Reserve 312.1 (123.1) 89.4 278.3  
Capital Grants Unapplied 73.0 (46.9) 69.0 95.2  

Total Capital Reserves 385.1 (170.0) 158.4 373.5  
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 revalued downwards or impaired and the gains are lost 

 
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Collection Fund Adjustment Account 
 
The Collection Fund Adjustment Account manages the differences arising from the 
recognition of Council Tax and Business Rates income in the Comprehensive Income and 
Expenditure Statement as it falls due from Council Tax and Business Rates payers 
compared with the statutory arrangements for paying across amounts to the General Fund 
from the Collection Fund. 
 
 

2015/16 

 
2016/17 

£m 
 

£m 

(13.8) Balance at 1 April (22.9) 

(9.1) 

Amount by which Council Tax/Business Rates 
income credited to the Comprehensive Income 
and Expenditure Statement is different from 
Council Tax/Business Rates income calculated 
for the year in accordance with statutory 
requirements 

12.3 

(22.9) Balance at 31 March (10.6) 

 
 
 
 
Available for Sale Financial Instruments Reserve 
 
The Available for Sale Financial Instruments Reserve contains the changes in fair value 
recognised by the Council arising from changes in the value of its investments that have 
quoted market prices or otherwise do not have fixed or determinate payments.   
 
 

2015/16 

 
2016/17 

£m 

 
£m 

0.8 Balance at 1 April 0.2 

- 
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Note 20 
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pensionable pay.  The contributions due to be paid in the 2017/18 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 21. 
 
The Council is not liable to the scheme for any other entities’ obligations under the plan. 
 
 
 
Note 21 
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 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 13.4% 
was set for the Council for 2016/17 (2015/16: 12.9%), plus an additional payment of 
£43.7m (2015/16: £41.9m) to fund the pension deficit in respect of past service costs. 

 

 Arrangements for the award of discretionary post-employment 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 
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 
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Local Government Pension Scheme assets 
 
An analysis of the Local Government Pension Scheme assets is set out below.  
 
 

 
31 March 2016  31 March 2017 
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£m £m £m % £m £m £m % 

Equity Instruments: 
    

  
   UK Quoted 253.4  253.4 7.8% 337.5  337.5 8.3% 

UK Unquoted  49.6 49.6 1.5%  49.1 49.1 1.2% 

Global Quoted 363.2  363.2 11.1% 484.0  484.0 11.9% 

Global Unquoted  322.0 322.0 9.9%  334.8 334.8 8.3% 

Europe 240.3  240.3 7.4% 347.2  347.2 8.6% 

Japan 114.9  114.9 3.5% 179.3 
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Impact on the Council’s Cash Flows 
 
The objectives of the scheme are to keep employers’ contributions at as constant a rate as 
possible.  The Council has agreed a strategy with the scheme’s actuary to achieve a funding 
level of 100% over the next 20 years. Funding levels are monitored on an annual basis.  The 
next triennial valuation will be carried out as at 31 March 2019 and will set contributions for 
the period for 1 April 2020 to 31 March 2023. 
 
The Council expects to pay £373.2m of contributions to the scheme in 2017/18 to cover the 
anticipated contributions for the three year period from 1 April 2017 to 31 March 2020 on the 
basis of the equivalent employer’s contribution rates plus additional payments to fund the 
pension deficit in respect of past service costs as detailed below. 
 
Financial Year Employer’s 

Contribution Rate 
Past Service Cost 
Deficit Payment 

 

 % £m  
2017/18 15.3 61.8  
2018/19 16.8 61.8  
2019/20 18.3 61.5  
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Note 22 
Property, Plant and Equipment 
 
The following tables analyse movements in the carrying values of non-current assets during 
the year.  The PFI/Service Concession assets included in Property, Plant and Equipment 
have been restated for 2015/16 to reflect the highways investment provided by the Council 
which has been subsumed within the Hi.62 Tm4he Hi.



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

86 
 

Movements in Balances: 2015/16 (Restated) 
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Revaluations 
 
Operational (other than Housing) 
The Council carries out valuations of its property assets over a five year cycle and reviews 
those assets that are not in the valuation cycle for the year to ensure that carrying values 
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Recurring Fair 
Value 
Measurements 

Input 
Level in 
Fair 
Value 
Hierarchy 

Valuation technique used to measure Fair 
Value 

31 March 
2016 Fair 

Value  
 

£m 

31 March 
2017 Fair 

Value 
 

£m 

Highest and 
Best Use 

 
Level 2 

The fair value of surplus properties has 
been measured using a market approach, 
which takes into account quoted prices for 
similar assets in active markets, existing 
lease terms and rentals, research into 
market evidence including market yields, 
the covenant strength for existing tenants, 
and data and market knowledge gained in 
managing the Council's Property Portfolio. 
Market conditions are such that similar 
properties are actively purchased and sold 
and the level of observable inputs is 
significant, leading to the properties being 
categorised as Level 2 on the fair value 
hierarchy.  

7.4 6.0 

 
An analysis of the valuations, by class of asset, broken down by the basis and date of formal 
valuation is set out on the following table. 
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£m £m £m £m £m £m £m £m 

Carried at Historical Cost     60.3  170.6 230.9 

Carried at Depreciated Historical 
Cost   133.7 583.0    716.7 

Valued at current value as at:         

31 March 2017 2,278.7 1,490.9    6.0  3,775.6 

31 March 2016  326.0      326.0 

31 March 2015  291.7 50.4     342.1 

31 March 2014  143.2      143.2 

31 March 2013 and earlier years  112.2      112.2 

Total cost or valuation 2,278.7 2,364.0 184.1 583.0 60.3 6.0 170.6 5,646.7 
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additions to the collections, in particular the Staffordshire Hoard, the largest hoard of Anglo-
Saxon gold and silver metalwork yet found. There are significant exhibits and artwork 
comprising the Permanent Collection on display in community museums, for example Aston 
Hall and Soho House, together with items held in storage at the Museum’s Collection 
Centre. In addition there is a collection of Boulton silverware, a set of 24 pieces in silver 
jointly owned by the Council and the Birmingham Assay Office.   
 
The Birmingham Museums Trust has acquired, on the Council’s behalf, a number of items 
from various sources during 2016/17, most notably stained glass by Edward Burne-Jones 
and contemporary art by John Stezaker. 
 
 
Historic Buildings and the Historical Environment 
 
The Council either owns or holds on trust in excess of 150 listed buildings and structures, 
with Grade I and Grade II properties being the most significant.  These include Aston Hall, a 
Grade I listed Jacobean manor house completed in 1635, Blakesley Hall, an Elizabethan 
timber house built by a local merchant in 1590 and Soho House, home of Birmingham 
industrialist and entrepreneur Matthew Boulton, all of which are included as Heritage Assets.  
 
 
Public Art 
 
The Council owns over 80 pieces of public art, including statues, sculpture and fountains, 
some of which are listed structures. Victoria Square fountain and King Edward VII statue are 
included in the balance sheet as reliable information is available for these works of art.  
 
 
Libraries and Archive Collections 
 
The Library of Birmingham is unique amongst UK public libraries for the range and depth of 
the collections it houses. The library houses a large photography collection including those 
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available on the Council's website, or via the relevant service area.  Both Libraries and 
Museums use database systems to manage their collections. 
 
Access to heritage assets is provided through permanent displays of historical material, 
temporary exhibitions and events, publications, catalogues and digital and web-based 
resources.  In addition the Museum’s Collection Centre schedules occasional open days, 
allowing public access to some of the Museum’s stored historical artefacts.  For the wider 
historical environment guided tours, printed leaflets and publications, heritage trails and 
interpretive panels are effective in enabling intellectual access. 
 
Birmingham Museums Trust has been created to promote heritage within Birmingham, with 
the aims of advancing education through the operation, maintenance, development and 
promotion of museums, galleries and libraries in Birmingham.  The Council continues to 
retain ownership of the buildings and collections. 
 
 
 
Note 24 
Intangible Assets 
 
The Council accounts for its software as intangible assets, to the extent that the software is 
not an integral part of a particular IT system and accounted for as part of the hardware item 
of Property, Plant, Furniture and Equipment.   
 
The carrying amount of intangible assets is amortised on a straight-line basis over a five 
year period, which is deemed to be the period that intangible assets are expected to be of 
use to the Council. 
 
The movement on intangible asset balances during the year is as follows: 
 
 

 
2015/16 2016/17 

 

Internally 
Generated 

Assets 
Other 
Assets Total 

Internally 
Generated 

Assets 
Other 
Assets Total 

 
£m £m £m £m £m £m 

Balance at start of year: 
   

  
  - Gross carrying amounts - 111.1 111.1 - 41.6 41.6 

- Accumulated amortisation - (82.7) (82.7) - (16.0) (16.0) 

Net carrying amount at start of 
year - 28.4 28.4 - 25.6 25.6 

Additions: 
   

  
  - Internal development - 4.5 4.5 - 2.4 2.4 

Other disposals - (74.2) (74.2) - (0.8) (0.8) 

Amortisation for the period - (7.5) (7.5) - (8.3) (8.3) 

Amortisation written out for 
disposals/transfers - 74.2 74.2 - 0.8 0.8 

Other changes - 0.2 0.2 - - - 

Net carrying amount at end of year - 25.6 25.6 - 19.7 19.7 

    
  

  Comprising: 
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Note 28 
Assets Held for Sale 
 
The table below details the value of assets whose carrying amount will be recovered 
principally through a sale transaction rather than through their continuin
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Note 29 
Short Term Debtors 
 
The table below shows the amounts owed to the council at the end of the year that are due 
for payment within 12 months. The amounts owed have been analysed by type of debtor.   
 

31 March 2016 
 

31 March 2017 

£m 
 

£m 

60.2 Central government bodies 66.4 

8.2 Other local authorities 7.2 

5.0 NHS bodies 5.1 

1.7 Public corporations and trading funds 6.7 

212.9 Other entities and individuals 190.7 

288.0 Total 276.1 

 
 
 
 
Note 30 
Cash and Cash Equivalents 
 
The balance of Cash and Cash Equivalents is made up of the elements detailed below.   
 

31 March 2016 
 

31 March 2017 

£m 
 

£m 

2.9 Cash held by the Council 2.9 

63.5 Bank current accounts 42.5 

(34.5) Bank Overdrafts (13.5) 

31.9 Total 31.9 

 
 
 
 

Note 31 
Short Term 
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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: 
 

Balance 
at 1 April 

2015 

 

Balance 
at 1 April 

2016 

Additional 
provisions 
made in 
2016/17 

Amounts 
used in 
2016/17 

Transfer 
between 

current and 
non-current 
provision 

Unused 
amounts 
reversed 

in 
2016/17 

Unwinding 
of 

discounting 
in 2016/17 

Balance 
at 31 

March 
2017 

£m  £m £m £m £m £m £m £m 

 Short Term 

       303.4  Equal Pay 258.0  1.4  (105.0) 51.3  (60.5) - 145.2  

14.4  Business Rates Appeals 16.1  8.4  (7.7) - - - 16.8  

- NEC Pensions - 2.5  - 1.0  - - 3.5  
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medium to long term financial plan, set out in the Financial Plan 2017+, which 
recognises the impact of future spending and funding requirements.  The Council 
also has the ability to use capital receipts generated between 1 April 2013 and 31 
March 2018 to meet the costs of equal pay.  
 

4. The Council is facing a number of compensation claims from former employees for 
employment related and current health issues, from people who attended Council 
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Material Soft Loans Made by the Council 
The Council has made the following material soft loans: 
 
Warwickshire County Cricket Club was granted a loan of £20m in 2009 to support the major 
ground refurbishment undertaken.  The loan is deemed to be a material soft loan and is 
carried in the accounts at £17.3m, paying a fixed interest rate of 5%.  During the 
development phase of the project, interest was rolled up in the loan.  In 2015/16, 
Warwickshire County Cricket Club exercised its right, under the terms of the loan agreement, 
to defer interest and principal repayment for two quarters from March 2013 and extend the 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

104 
 

 
 

 
2015/16 2016/17 

  F
in

a
n
c
ia

l 
L

ia
b

ili
ti
e
s
 

m
e
a
s
u
re

d
 a

t 
a
m

o
rt

is
e
d
 c

o
s
t 

F
in

a
n
c
ia

l 
A

s
s
e
ts

:L
o
a
n
s
 a

n
d

 

R
e
c
e
iv

a
b

le
s
 

F
in

a
n
c
ia

l 
A

s
s
e
ts

: 
A

v
a
ila

b
le

 

fo
r 

S
a

le
 

T
o

ta
l 

F
in

a
n
c
ia

l 
L

ia
b

ili
ti
e
s
 

m
e
a
s
u
re

d
 a

t 
a
m

o
rt

is
e
d
 c

o
s
t 

F
in

a
n
c
ia

l 
A

s
s
e
ts

:L
o
a
n
s
 a

n
d

 

R
e
c
e
iv

a
b

le
s
 

F
in

a
n
c
ia

l 
A

s
s
e
ts

: 
A

v
a
ila

b
le

 

fo
r 

S
a

le
 

T
o

ta
l 

 
£m £m £m £m £m £m £m £m 

Interest Expense 184.3 
  

184.3 181.3   181.3 

Total expense in 
(Surplus)/Deficit on the 
Provision of Services 

184.3 
  

184.3 181.3   181.3 

     
    

Interest and Dividend 
Income  

(9.9) (20.7) (30.6)  (12.0) (11.6) (23.6) 

Total income in 
(Surplus)/Deficit on the 
Provision of Services 

 
(9.9) (20.7) (30.6)  (12.0) (11.6) (23.6) 

         

(Gains)/Losses  on 
Revaluation 

  0.6 0.6   (0.3) (0.3) 

(Surplus)/Deficit 
arising on revaluation 
of financial assets in 
Other Comprehensive 
Income and 
Expenditure 

  0.6 0.6   (0.3) (0.3) 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

105 
 

 
*The Transferred Debt information is provided by Dudley Metropolitan Borough Council, which has responsibility 
for the West Midlands County Council Debt Administration Fund. The fair values were provided to them by their 
Treasury Advisors (Arlingclose Ltd)   

 

Financial Assets 
Input level in 
Fair Value 
Hierarchy 

Valuation inputs 
and assumptions 
used to measure 
Fair Value 

31 March 2016 31 March 2017 

Carrying 
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Borrowings are not carried at fair value, so nominal gains and losses on fixed rate 
borrowings would not impact on the Surplus/(Deficit) on the Provision of Services or 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

110 
 

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.   
 

 
31 March 2016 31 March 2017 

 
£m 
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Note 42 
Leases 
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 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
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Payments remaining as at 31 
March 2017 

Interest 
Repayment 
of liability 

Payment for 
services 

Total 

 £m £m £m £m 
Payable in 2017/18 34.5 18.1 74.8 127.4 
Payable within 2 to 5 years 125.7 53.8 203.6 383.1 
Payable within 6 to 10 years 130.5 94.4 241.3 466.2 
Payable within 11 to 15 years 87.1 128.3 286.6 502.0 
Payable within 16 to 20 years 29.5 129.2 204.7 363.4 
Payable within 21 to 25 years 1.7 16.1 16.7 34.5 

Total 409.0 439.9 1,027.7 1,876.6 
 
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, 
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Notes: 
 
(1)

 Angela Probert, Strategic Director, Change and Support Services, was appointed Acting Chief 
Executive and Head of Paid Service with effect from 1 March 2017. 
 

(2)
 Mark Rogers retired from the Council on 28 February 2017.  

 

 

(3)
 





Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

119 
 

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. 
 

 





Birmingham City Council
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The contribution to the BCF pooled fund in 2016/17 does not include the Non Elective 
Admissions budget, £6.606m, as it was spent outside of the pool on Acute overperformance 
as detailed in the service provision in the table above. 
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organisation but has no claim on the assets and liabilities of the organisation.  Details of the 
organisation and its relationship to the Council are set out in the tables below. 
Organisations where the Council has 100% share ownership of the company but the level of 
activity is not material to the Council’s Group Accounts are detailed below.  Those 
organisations highlighted with an asterisk had transactions with the Council in excess of 
£0.1m in 2016/17. 
 
Birmingham Business Support Centre Limited Finance Birmingham Limited 
Birmingham Charities Limited Forward Homes (Birmingham) Limited 
Birmingham Curzon Regeneration Company 
Limited 

Frontier Development Holding Limited 
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The Council also has representation on the board of a number of organisations but has no 
associated shareholding or entitlement to returns from the organisation.  Details of the 
relevant companies are detailed below. Those organisations highlighted with an asterisk had 
transactions with the Council in excess of £0.1m in 2016/17. 
 
Acocks Green Primary School Academy* Greenholm Primary School Academy* 
Alston Primary School Academy* Grestone Primary School Academy* 
Ark Tindal Primary School Academy* Heathfield Primary School Academy* 
Bartley Green School Academy* Joseph Chamberlain College* 
Birmingham Asian Resource Centre Leigh Primary School Academy* 

Birmingham Citizens Advice Bureau Service Ltd Midlands Arts Centre* 

Birmingham Conservation Trust Millennium Point 
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Other Related Parties 
 
In addition to the companies where the Council has influence through its share ownership or 
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The Council records and reports the financial activities of the bodies for which it is 
accountable  and may receive directly the funds allocated to the activities and incur 
expenditure as directed by the external party.  The Council may also receive funds in its own 
right from the arrangement to support eligible projects, which will form part of the Council’s 
financial statements. 
 
 
Greater Birmingham & Solihull Local Enterprise Partnership 
 
Resources have been made available through a number of Government sources, including 
the Regional Growth Fund where the Council has been identified as the accountable body.  
In its role as accountable body, under the terms and conditions of the funding arrangements, 
the Council has no entitlement to: 
 

 ret1c(ar)9(r)] TJ

ET

BTn6
[( )] TJ
38 Tm

[(I)-4eceive
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Housing  
 
For a number of mixed tenure housing developments on Council owned land, the Council 
receives payment for any market sales prior to distribution between the Council and the 
developer.    
 
Business Rate Pooling 
 
The Greater Birmingham and Solihull Business Rates Pool (the Pool) was designated by the 
Secretary of State and the Council entered the pooled budget arrangement in 2013/14 with 
seven other local authorities.  The Council acts as intermediary between the authorities and 
the Government in respect of top-up tariff payments and holds the Pool’s funds prior to 
distribution to meet agreed costs incurred by the LEP. 
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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 2017 was £28.6m (2015/16: £27.4m).  
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SUPPLEMENTARY FINANCIAL 
STATEMENTS  
2016/17  
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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.  
 
The Income and Expenditure Statement for 2015/16 has been restated to recognise the 
reallocation of the HRA share of Corporate and Democratic Core costs, £0.1m, and the 
costs in the Net Cost of Services, (£0.6m) not allocated to specific services to Repairs and 
Maintenance and Supervision and Management budget heads. 
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HRA share of the operating income and 
expenditure included in the Comprehensive 
Income and Expenditure Statement: 

  

55.1  Interest payable and similar charges  52.6 

0.3  Amortisation of premia and discounts  0.5 

(0.3)  HRA interest and investment income  (0.3) 

(4.3)  
(Gains)/Losses on the disposal of  HRA non-current 
assets 

 0.5 

2.8  
Pensions interest cost and expected return on 
pensions assets 

 2.8 

(5.5)  Capital Grants and Contributions Receivable  (1.4) 

     

(59.0)  (Surplus)/Deficit for the Year on HRA Services  (41.9) 

     

Movement on the Housing Revenue Account Statement 

     

2015/16    2016/17 

£m    £m 

(59.0)  
(Surplus)/Deficit for the year on the HRA Income and 
Expenditure Account 

 (41.9) 

58.8  
Adjustments between accounting basis and 
funding basis under statute (Note 16) 
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During the year, £95.9m was spent on HRA dwellings of which £77.2m was impaired as not 
adding value to the dwellings.  This impairment was charged against the HRA in the CIES. 
 
At 31 March 2017, the Council also owned 82 dwellings (2016: 119) 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 £2.8m (2016: £3.2m). 
 
The value of Council dwellings is broken down into components as follows: 
 

31 March 2016   31 March 2017 

 £m    £m 

404.7 Land   529.7 

19.5 Kitchens  20.4 

25.3 Bathrooms  21.7 

56.6 Windows   43.4 

38.3 Heating   52.2 

33.2 Roofs  37.1 

1,089.3 Remaining Structure
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H4. Major Repairs Reserve 
 
A transfer is made to the Major Repairs Reserve each year of a value equivalent to the 
amount charged to the HRA for depreciation of dwellings based on the componentised 
valuation of the dwellings and individual component residual lives, to make provision for 
ongoing elemental renewal over the longer term. 
 
The main movements on the Major Repairs Reserve are set out below 
 

2015/16
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H7. Contribution from Pension Reserve 
 
The Comprehensive Income and Expenditure Statement includes pension costs calculated 
in accordance with International Accounting Standard (IAS) 19 as described in detail in Note 
21 to the Financial Statements.  To ensure that these costs do not affect the level of HRA 
balances and Council House rents, an appropriation is made from the Pensions Reserve so 







Birmingham City 
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Statement of GROUP Accounts 2016/17 
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Narrative Report 
 
 
1 Introduction 

 
 

1.1 This section presents the statutory financial statements for Birmingham City Council 
Group (the Group) for the period from 1 April 2016 to 31 March 2017.  The financial 
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2.3 The Council has incorporated one company into its Group consolidation for the first 
time as the activity in the company is considered material to the whole, namely 
InReach (Birmingham) Limited, which was created to facilitate the development of 
new private rented homes for market rent at St Vincent Street, Ladywood.  

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

 
         Subsidiaries 

 Acivico Limited 

 Birmingham Museums Trust 

 Innovation Birmingham Limited 

 InReach (Birmingham) Limited 

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

 National Exhibition Centre (Developments) Plc 

 Performances Birmingham Limited 

 PETPS (Birmingham) Limited 
 

  Associates 

 Birmingham Airport Holdings Limited 

 Service Birmingham Limited 
 
Joint Operation  

 Paradise Circus General Partner Limited 
 

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

in notes G25 and G26. 
 

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

3 Changes in Group Structure 
 

3.1 The Council set up InReach (Birmingham) Limited in 2015/16, a wholly owned 
subsidiary of the Council, to facilitate the development of new private rented homes 
for market rent at St Vincent Street, Ladywood.  The activity of the company has 
increased in 2016/17 such that it is now considered material to the Group and it has 
been consolidated into the Council’s Group Financial Statements for the first time.   
 

3.2 In February 2017 a process commenced to explore a potential sale of the business 
and assets of Innovation Birmingham to a strategic purchaser. The intention is to 
seek a new investor to continue with the strategic development of Innovation 
Birmingham Ltd and the Innovation Birmingham Campus. The Innovation Birmingham 
Campus masterplan identifies a further 90,000 sq ft of proposed development before 
January 2020, creating one of the largest dedicated technology campuses in the 
UK.    
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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.   
 
 

2015/16 
 

Note 2016/17 

£m 
  

£m 

91.2 
Net Surplus/(Deficit) on the provision of 
services  

(112.8) 

443.0 
Adjustments to net Surplus/Deficit on the 
provision of services for non-cash movements 

G18 368.4 

(693.0) 
Adjustments for items included in the net 
Surplus/(Deficit) on the provision of services 
that are investing and financing activities 

G18 (231.9) 

0.2 
Net cash flow from operating activities related 
to discontinued operations 

 - 

(158.6) Net cash flows from Operating Activities 
 

23.7 

270.2 Investing Activities G16 (173.0) 

(84.6) Financing Activities G17 141.5 

27.0 
Net increase/(decrease) in cash and cash 
equivalents  

(7.8) 

21.0

(7.8
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NOTES TO THE GROUP ACCOUNTS 
 
 
Note G1 
Accounting Policies 
 
The Group Financial Statements summarise the Council’s and Group’s transactions for the 
2016/17 financial year.  The Group Financial Statements have been prepared in accordance 
with the Code of Practice on Local Authority Accounting in the United Kingdom 2016/17, 
supported by International Financial Reporting Standards (IFRS). 
 
Members within the Group have been classified as either subsidiaries, associates or joint 
ventures with details included in respect of the classification within Notes G25 and G26.  
Subsidiaries have been consolidated into the Group Financial Statements on a line by line 
basis, with associates and joint ventures consolidated under the equity method. 
 
Investments in associates in the Council’s entity accounts are carried at cost rather than fair 
value. 
 
Notes to the Group Financial Statements have been presented where the figures are 
materially different from those of the Council entity accounts.  Where there are no material 
differences, the Notes to the Council entity accounts provide the required disclosures. 
 
Accounting policies of the individual members of the Group have been aligned to the 
Council’s accounting policies.   
 
The accounting policies applied to the Group Financial Statements are consistent with those 
set out in Note 1 to the Council entity financial statements, with additional policies specific to 
the Group set out below. 
 
Disposal of a Subsidiary Company 
 
When a subsidiary company is disposed of, the assets and liabilities of the subsidiary are 
derecognised at their carrying value at the time of disposal and the value of any 
consideration received is recognised.  The transactions plus any resulting differences are 
identified in the Profit/Loss on disposal of a subsidiary and form part of the Surplus/Deficit on 
Provision of Services within the Group Comprehensive Income and Expenditure Statement. 
 
Defined Contribution Pension Schemes 
 
The NEC Limited Group funded two defined benefit schemes, which ceased to provide 
future service accrual with effect from 30 June 2010 and operated two contributory benefit 
schemes comprising a Stakeholder Scheme to which only members contribute, and a Group 
Personal Pension Plan where the company matched member contributions to an agreed 
maximum. The schemes transferred to PETPS (Birmingham) Limited on 1 May 2015 on the 
Council’s disposal of NEC Ltd.  Further information may be found in Note G22. 
 
Defined Benefit Pension Scheme 
 
Acivico Limited and Birmingham Museums Trust participate in the Local Government 
Pension Scheme (LGPS).  The scheme is a funded defined benefit scheme based upon 
career average salary for benefits accrued since 1 April 2014 and on final pensionable salary 
for benefits accrued to 31 March 2014.  Further information may be found within the 
Council’s entity accounting policies and Note G22. 
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Note G2 
Critical Judgements in Applying Accounting Policies 
 
National Exhibition Centre 
 
On 16 January 2015, the Council announced that it had entered into a binding agreement for 
the disposal of The National Exhibition Centre Limited (NEC Ltd) to Lloyds Development 
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Note G4 
Prior Period Restatement of the Group Comprehensive Income and Expenditure 
Statement 
 
The 2016/17 Code of Practice on Local Authority Accounting requires that the Council shows 
its expenditure and income on services on the basis of Directorates.  This is a change from 
previous years where the service analysis was based on the Service Reporting Code of 
Practice.  This note sets out how the net Group expenditure and income has been restated. 
 

Service Reporting Code of Practice (SeRCOP) 
Service Line 

(Restated)                          
As Reported in the 

Comprehensive 
Income and 
Expenditure 

Statement 2015/16 

Adjustments 
between 
SeRCOP 

classification and 
Internal 

Reporting 
Classifications 

As Restated 
in 2015/16 Directorate 

 
£m £m £m 

 Net Expenditure 
    Continuing Operations 

    Cultural and Related Services 75.4 (75.4) - 
 Environmental and Regulatory Services  77.9 83.0 160.9 Place 

Planning Services (8.9) 78.8 69.9 Corporate Resources 
Housing General Fund (Other Housing 
Services) 

54.6 (54.6) - 
 

Central Services to the Public 8.8
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Service Reporting Code of Practice (SeRCOP) 
Service Line 

(Restated)                          
As Reported in the 

Comprehensive 
Income and 
Expenditure 

Statement 2015/16 
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Note G6 
Material Items of Income and Expenditure 
 
The Council completed the sale of the NEC Group Limited to Lloyds Development Capital on 
1 May 2015.  The transactions involved in the sale of the NEC Group Limited are identified 
and accounted for in the Council entity accounts. 
 
The Council entity accounts for 2015/16, Comprehensive Income and Expenditure 
Statement (CIES), includes a loss on disposal of £59.2m relating to the disposal of the NEC 
within the total other operating expenditure of £104.2m.  On consolidation for the Group 
accounts, the disposal of the NEC has been accounted as discontinued operations and 
therefore, other operating expenditure within the Group CIES has been adjusted to reflect 
the movement.  The net gain on disposal for the NEC Group is £86.4m in 2015/16 and is 
detailed in note G5, Discontinued Operations.  The gain on disposal does not impact on the 
Council’s level of usable reserves. 
 
There have been no items considered to be material to the Statement of Accounts in 
2016/17. 
 
Note G7 
Financing and Investment Income and Expenditure 
 
The figures for 2015/16 have been restated to reflect the change in the allocation of internal 
trading income as per Note 11.  Financing and Investment Income and Expenditure 
disclosed in the Group CIES comprise the following: 
 

2015/16 
(Restated) 

 

2016/17 

Gross 
Expenditure Income Net 

 

Gross 
Expenditure Income Net 

£m £m £m 
 

£m £m £m

 £m£m
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Movements in Balances: 2015/16 (Restated) 
 

 C
o
u
n
c
il 

d
w

e
lli

n
g
s
 

O
th

e
r 

la
n
d
 a

n
d
 b

u
ild

in
g
s
 

V
e
h
ic

le
s
, 

p
la

n
t,
 f
u
rn

it
u
re

 &
 

e
q
u
ip

m
e

n
t 

In
fr

a
s
tr

u
c
tu

re
 a

s
s
e
ts

 

C
o
m

m
u
n
it
y
 a

s
s
e
ts

 

S
u
rp

lu
s
 a

s
s
e
ts

 

A
s
s
e
ts

 u
n
d
e
r 

c
o
n
s
tr

u
c
ti
o

n
 

T
o

ta
l 
 P

ro
p
e
rt

y
, 
P

la
n
t 

a
n
d
 

E
q
u
ip

m
e

n
t 

P
F

I 
/ 
S

e
rv

ic
e
 C

o
n
c
e
s
s
io

n
 

a
s
s
e
ts

 I
n
c
lu

d
e
d
 i
n
 

P
ro

p
e
rt

y
, 
P

la
n
t 

a
n
d
 

E
q
u
ip

m
e

n
t 

 
£m £m £m £m £m £m £m £m £m 

Cost or Valuation 
         At 1 April 2015 1,810.8 2,353.4 219.1 476.2 90.7 - 259.8 5,210.0 675.0 

Additions 100.5 83.9 25.1 47.0 0.9 - 93.4 350.8 67.2 

Assets reclassified between 
categories 

- 214.3 0.2 17.9 1.1 0.4 (233.4) 0.5 - 

Assets reclassified (to)/from Held for 
Sale 

- (3.5) - - - - - (3.5) - 

Revaluation increases/ (decreases) 
recognised in the Revaluation 
Reserve 

- 192.1 - - - 5.6 - 197.7 17.0 

Revaluation increases/ (decreases) 
recognised in the Surplus/Deficit on 
the Provision of Services 

(114.8) (69.1) - - - 1.3 (1.5) (184.1) (5.2) 

Derecognition - Disposals (17.1) (357.6) (27.5) (0.2) - - - (402.4) (28.2) 

Derecognition - other (1.4) - 
     

(1.4) - 

At 31 March 2016 1,778.0 2,413.5 216.9 540.9 92.7 7.3 118.3 5,167.6 725.8 

          Accumulated Depreciation and 
Impairment 

         At 1 April 2015 (145.3) (128.2) (88.3) (46.5) - - - (408.3) (52.4) 

Depreciation charge (37.9)
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Note G10 
Financial Instruments 
 
 
Debtors and Cash 
Debtors and cash consolidated as part of the Group Financial Statements are classified as 
loans and receivables.  Further information on Group debtors is provided in Note G11. 
 
Creditors 
Short term creditors consolidated as part of the Group Financial Statements are classified as 
financial liabilities at amortised cost.  Further information on Group creditors is provided in 
Note G12. 
 
Long term creditors consolidated as part of the Group Financial Statements relate to debt 
issued by NEC (Developments) Plc on the London Stock Exchange.  The following long term 
creditors are brought into the Group Financial Statements upon group consolidation. 
 

 
Long-term 

 
31 March 2016 31 March 2017 

 
£m £m 

Creditors 
  

Financial liabilities at amortised cost (73.0) (73.0) 

 
Income, Expense, Gains and Losses 
These amounts in the Group Financial Statements are not considered materially different 
from those in the Council entity accounts. 
 
Fair Values of Assets and Liabilities 
The amounts consolidated as part of the Group Financial Statements are not considered 
significantly different from the carrying amounts. 
 
Nature and extent of risks arising from financial instruments 
The nature and extent of risks from financial instruments arising in the Group Financial 
Statements are not considered materially different from those in the Council entity accounts. 
 
 
 
Note G11 
Short Term Debtors 
 
The table below shows amounts owed to the Council’s Group undertaking at the end of the 
year that are due within 12 months.  These balances have been split by type of organisation. 
 

31 March 2016 
 

31 March 2017 

£m 
 

£m 

48.6 Central government bodies 
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For amounts arising in the Council entity accounts, the Reserve contains only revaluation 
gains accumulated since 1 April 2007, the date that the Reserve was created.  Accumulated 
gains arising before that date are consolidated into the balance on the Capital Adjustment 
Account. 
 
 

2015/16  
 

2016/17 

 £m 
 

£m 

787.2 Balance at 1 April 983.1 

  
 

 
Revaluations not posted to (Surplus)/Deficit on the 
Provision of Services 

 

410.8 Council: Upward revaluation of assets 734.6 

(78.5) Council: Downward revaluation of assets (89.6) 

(73.3) 
Council: Impairment (losses)/reversals not charged to the 
Surplus/Deficit on the Provision of Services 

- 

259.0 
Council: Surplus/(Deficit) on revaluation of non-
current assets not posted to the Surplus or Deficit on 
the Provision of Services 

645.0 

  
 

 
Amounts written off to the Capital Adjustment 
Account 

 

(8.3) 
Council: Difference between fair value depreciation and 
historical cost depreciation 

(19.5) 

(17.4) Council: Accumulated gains on assets sold or scrapped (60.5) 

- 
Council: Adjustment for transfer of land to Investment 
Property 

- 

(25.7) 
Council: Amount written off to the Capital Adjustment 
Account 

(80.0) 

  
 

 
Group Movements  

 
Increase in Group's share of revaluation reserve resulting 
from increased stake in entity 

 

(37.4) Other movements in reserve in Group entities 5.1 

(37.4) Total Group Movements 5.1 
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Note G15 
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Note G18 
Group Cash Flow Statement – Other Adjustments 
 
The cash flow adjustments to the net surplus/deficit on the provision of services include: 
 
 

2015/16 
 

2016/17 

£m 
 

£m 

130.1 Depreciation/Impairment charge 148.1 

7.5 Amortisation of Intangible Assets 8.3 

284.1 Derecognition of Available for Sale Assets 4.7 

(7.0) (Increase)/decrease in investments (2.8) 

15.4 Revaluation of Non-Current Assets 69.0 

364.6 Derecognition of Non-Current Assets 242.7 

26.9 (Increase)/Decrease in Debtors (2.8) 

(102.4)

(Increas 
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Note G19 
Group Expenditure and Funding by Nature of Activity 
 
Detail of the Council’s Expenditure and Funding by Nature of Activity is provided in Note 8 to 
the entity accounts.   
 
 

2015/16 
 

2016/17 

£m Expenditure £m 

1,006.2 Employee Benefits Expenses 959.5 

1,842.8 Other Service Expenses 1,774.1 

151.8 Depreciation, Amortisation and Impairment 230.6 

261.9 Interest Payments 259.7 

51.9 Precepts .16 re
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Note G20 
Related Parties 
 



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

165 
 

Note G21 
Leases 
 
Group as the lessee 
 
Finance leases 
 
Details of the Council's finance leases are provided in Note 42 to the Council entity 
accounts. 
 
Operating leases 
 
Details of the Council's operating leases are provided in Note 42 to the Council entity 
accounts. 
 
Group as the lessor 
 
Finance leases 
 
Details of the Council's finance leases are provided in Note 42 to the Council entity 
accounts. 
 
The 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 208>> B
1 0 0 1 72.024 462.55 less
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Movements in the fair value of plan assets are as follows: 
 
  2015/16 2016/17  
  £m £m  
 Beginning of Period 141.2 157.4  
 Interest income on 
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Acivico Limited Group 
The Company’s subsidiary companies participate in the West Midlands Pension Fund, a 
Local Government Pension Scheme. 
 
The information disclosed below is in respect of the whole of the plans for which the 
Company is either the sponsoring employer or has been allocated a share of cost under an 
agreed group policy throughout the periods shown. 
 
  2015/16 2016/17  
  £m £m  
 Present value of funded defined benefit obligations (49.7) (85.1)  
 Fair value of plan assets 47.6 77.3  

 Net (Liability)/Asset (2.2) (7.8)  

 
 
Movements in the present value of defined benefit obligation: 
 
  2015/16 2016/17  
  £m £m  
 Balance at beginning of period 48.9 49.7  
 Current service cost 2.3 2.1  
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Other Comprehensive Income 
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Note G23 
Adjustments between Group Accounts and Council Accounts 
 
The following adjustments are made in the Group’s Movement in Reserves Statement in 
order to reconcile the General Fund balance back to its Council position prior to funding 
basis adjustments being made. 
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 £m £m £m £m £m £m £m £m £m £m 
2015/16 

     
  

 
  

 
  

Provision of goods and 
services to subsidiaries 

7.1 
    

7.1 
 

7.1 (7.1) - 

Purchases of goods 
and services from 
subsidiaries  

(29.1) 
    

(29.1) 
 

(29.1) 29.1 - 

Impairment of capital 
contribution to a 
subsidiary 

(66.3) 
    

(66.3) 
 

(66.3) 66.3 - 

Total adjustments 
between Group 
accounts and Council 
accounts 

(88.3) - - - - (88.3) - (88.3) 88.3 - 
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Recommended Practice, which means that there may be restrictions on the use of the funds 
which are available to the charity as defined in its objectives.   
 
 
 2015/16 2016/17  
 £m £m  
Surplus/(Deficit) for the  year 0.4 0.4  
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services on behalf of and to the Council and to other public and private sector clients.  The 
Council has held the £1 issued ordinary share (100%) for the whole of the reporting period 
covered by these financial statements.   
 
 
 2015/16 
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  2016/17  
  £m  
Profit/(Loss) for the  year  (0.1)  
Net Assets/(Liabilities) at the year-end  1.9  

 
 
 
Details of the companies that no longer form part of the Group are set out below. 
 
 
VIII. The National Exhibition Centre Limited Group 
 
The Council disposed of its interest in The National Exhibition Centre Limited Group (NEC 
Limited) on 1 May 2015. Transactions within th
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summarised financial information for the associate for the year ended 31 March is detailed 
below: 
 
31 March 2016  31 March 2017  

£m  £m  
471.5 Non-Current Assets 468.2  
132.5 Current Assets 73.0  

(135.2) Current Liabilities (77.8)  
(342.8) Non-Current Liabilities (358.7)  

126.0 Net Assets 104.7  
    

23.5 
Council Interest in Net Assets 
@ 18.68% 

19.6 
 

    
130.5 Revenue 145.8  

    
35.6 Post-Tax Profit/(Loss)  19.3  

(13.6) 
Other Comprehensive 
Income/(Expenditure) 

(12.6) 
 

22.0 
Total Comprehensive 
Income/(Expenditure) 

6.7 
 

4.1 

 
Council Interest in Total 
Comprehensive 
Income/(Expenditure) @ 
18.68% 

1.3 

 

 
 
The carrying value of the Council’s interest in this entity is £19.6m (2015/16: £23.5m), which 
is included with the Investments in Associates and Joint Ventures balance of £21.6m 
(2015/16: £24.9m), shown in the Group Balance Sheet. 
 
Birmingham Airport Holdings Limited at 31 March 2017 has disclosed four existing 
contingent liabilities within its financial statements:   
 

 On 13 February 2001 guarantees were provided by Birmingham Airport Holdings 
Limited, Birmingham Airport Limited and Euro-hub (Birmingham) Limited in support of 
a £105 million Corporate Bond issued by Birmingham Airport (Finance) Plc.  The 
bond is for a period of 20 years maturing on 22 February 2021 and carries a fixed 
interest rate of 6.25% per annum;   
 

 On 3 December 2013 the company along with other group members of Birmingham 
Airport Holdings Limited provided guarantees in support of £75m private placement 
senior notes received by Birmingham Airport (Finance) Plc.  Series A senior notes of 
£30m 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 £45m are for a period of 
fifteen years maturing on 3 December 2028 and carry a fixed interest rate of 4.557% 
per annum; 
 

 On 30 March 2016 the company along with other group members of Birmingham 
Airport Holdings Limited, provided guarantees in support of £76m private placement 
senior notes issued by Birmingham Airport (Finance) Plc.  The notes are for a period 
of 25 years maturing on 30 March 2041 and carry a fixed interest rate of 3.8% per 
annum; 
 

 On 30 March 2016 the company along with other group members of Birmingham 
Airport Holdings Limited, provided guarantees to the Royal Bank of Scotland Plc and 
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Annual Governance Statement 2016/17 
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Annual Governance Statement 2016/17 
 
1 Scope of responsibility 

1.1



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

186 
 

2.4 The system of internal control is a significant part of that framework and is 

designed to manage risk to a reasonable level. It cannot eliminate all risk of 

failure to achieve policies, aims and objectives and can therefore only provide 

reasonable and not absolute assurance of effectiveness. The system of 

internal control is based on an on-going process designed to identify and 

prioritise the risks to the achievement of the Council’s policies, aims and 

objectives, to evaluate the likelihood of those risks being realised and the 

impact should they be realised, and to manage them efficiently, effectively and 

economically.  

2.5 The governance framework has been in place at the Council for the year 

ended 31 March 2017 and up to the date of approval of the Statement of 

Accounts. 

3 The governance framework 

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

governance arrangements include the following:  

The Council’s vision and priorities for Birmingham 
 
3.2 The Council’s vision and priorities in terms of the contribution to strategic 

outcomes are set out in the Vision and Forward Plan (the Plan). The Plan is 

updated each year and is available on the Council’s website.   

3.3 
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partnerships in conjunction with the WMCA) and the Birmingham and Solihull 

Sustainability and Transformation Plan (to deliver better health and care for 

local people).  

3.7 The Council’s vision for the future of Birmingham is for a city of growth, in 

which every child, citizen and place matters. 

3.8 The Council has four clear priorities: 

a) Children – a great place to grow up in
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3.30 The Constitution also includes a Scheme of Delegation to Officers which sets 

out the powers of Corporate Directors.  

3.31 The Council has a Code of Conduct for Members and a Code of Conduct for 

Officers which set out the standards of conduct and personal behaviour 

expected and the conduct of work between members and officers.  In 

particular the Council has clear arrangements for declaration of interests and 

registering of gifts and hospitality offered and received.   

 

Management Structure  
 

3.32 The Council operated within four Directorates during 2016/17, Economy, 

Corporate Resources, People and Place. 

3.33 The Council’s management structure in 2016/17 was as per the diagram 

below: 

 
 
3.34 The Chief Executive left the Council on 28 February 2017 and an Interim Chief 

Executive was appointed by Full Council on 4 April 2017. The Strategic 

Director Finance and Legal left the Council on 28 March 2017.  An Interim 

Chief Finance Officer was appointed on 21 March 2017.  The Strategic 

Director - People stood down from his role on 31 March 2017. An Interim 

Corporate Director – Adults, Social Care and Health and Interim Corporate 

Director – Children and Young People replaced the Strategic Director - People 

role.  The Assistant Chief Executive left the Council on 10 July 2017.  The 

Strategic Director – Major Projects and Programmes left the Council on 31 

July 2017.   Th
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3.35 The new management structure for 2017/18 is as per the following diagram: 

  

Financial Management Arrangements 
 
3.36 The Council’s financial management arrangements conform to the governance 

requirements of the CIPFA Statement on the Role of the Chief Financial 

Officer in Local Government (2016).  The role of the Chief Finance Officer 

(CFO)/Section 151 Officer includes being: 

a) A key member of Corporate Leadership Team (CLT), helping it to develop 

and implement strategy and to resource and deliver the Council’s strategic 

objectives sustainably and in the public interest; 

b) Actively involved in, and able to bring influence to bear on, all material 

business decisions to ensure immediate and longer term implications, 

opportunities and risks are fully considered, and alignment with the Council’s 

financial strategy;  

c) Leading the promotion and delivery of good financial management so that 

public money is safeguarded at all times and used appropriately, 

economically, efficiently and effectively; 

d) 
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Scrutiny, Accountability and Risk Management  
 
3.37 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.   

3.38 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.   

3.39 The Council ensures compliance with established policies, procedures, laws, 

and regulations - including risk management. For transparency, all reports to 

Cabinet, Cabinet Members and Districts are required to include governance 

information relating to:  Council policy, internal and external consultation, 

financial and legal implications and Public Sector Equalities Duty. All reports 

are required to be cleared by senior finance and legal officers.  

3.40 Risk management continues to be embedded within the Council.  The diagram 

below illustrates how risk was managed during 2016/17: 

 
 

3.41 The Risk Management Policy Statement, Strategy and Methodology 2017 

have been placed on the Council’s website, and advice and support is 

provided as requested. Updated information regarding the management of the 

risks within the Council’s Corporate Risk Register continues to be reported to 

the Audit Committee three times per year. CLT identifies new risks to the 
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Council, and have the draft Corporate Risk Register update reported to it the 
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3.47 The BIIP did identify some risks on the deliverability of the Council’s financial 

plans including that the implementation of the FOM will require bold, focused, 

suitably experienced and tenacious managerial leadership; that contingency 

savings plans be prepared at a very early stage of development; for the 

Council to assess the impact on corporate capacity to transfer children’s 

services to a Children’s Trust and for the Council to review its approach with 

partners as current ways of working could inhibit the development and 

achievement of new ways of working.   

3.48 In August 2017, the BIIP wrote to the Secretary of State recommending that it 

should suspend its current operation in view of its assessment that the 

Council’s broad direction of travel was positive, and prospects for 

improvement were good.  It recognised the Council still faces significant 

challenges, including the delivery of the revenue budget for 2017/18 and 

future years and the implementation of the FOM, but that there were positive 

developments and therefore recommended that only the Panel’s Vice Chair 

and Adviser stay in touch with the Council and that the Council produce a 

focussed progress report in December 2017.  It has been agreed that it would 

be helpful that the Improvement Panel remain in place, providing advice and 

support to the Council until it can demonstrate that the changes in culture and 

governance still required are truly embedded. 

3.49 The Council has in place a strategy for facilitating the implementation of the 

savings proposals 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 support the most complex projects.   

3.50 In addition to the Members’ Development Programme, Councillors have 

access to e-learning through the Members’ portal on People Solutions and are 

regularly kept up to date on training and development via the City Councillor 

bulletin circulated by e-mail. This gives details of legislation, training 

opportunities and other issues of importance to Members.  Regular monthly 

"market places" and briefing sessions are held to keep Councillors up-to-date 

with Council services or services provided by partner organisations.   

3.51 The Members’ Development Programme for 2016/17 was delivered around 

three areas as outlined in the table below: 
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sessions on Twitter hosted by all Cabinet Members, consultation via post, 

email, and through the Council’s website and consultation with the business 

community and the Chamber of Commerce.      

 

3.54 The Council’s Scrutiny function regularly engages with key partners and other 

interested groups and individuals in order to assess the impact and suitability 

of the Council’s activity.  The Scrutiny Committees make an annual report to 

Full Council. 

3.55 The Customer First programme and Communications Review ensures that 

clear channels of communication are in place with service users, citizens and 

stakeholders.  The Council holds meetings in public wherever possible.   

Directorates have extensive programmes of consultation and engagement 

activity for specific services. 

 
4 Review of effectiveness 

4.1 The Council has responsibility for conducting, at least annually, a review of the 

effectiveness of its governance framework including the system of internal 

control. The review of effectiveness is informed by the work of the CLT which 

has responsibility for the development and maintenance of the governance 

environment, Birmingham Audit’s annual report, and also by comments made 

by the external auditors, responding to the BIIP reports and other review 

agencies and inspectorates. 

 
4.2 The Council continues to assess how its overall corporate governance 
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a) Directorate assurance based on management information, performance 

information, officer assurance statements and Scrutiny reports;
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4.9 The internal audit function is monitored and reviewed regularly by the Audit 

Committee. The Committee also reviews management progress against 

issues raised in the AGS and in implementing recommendations made in 

significant, high risk audit reports. 

4.10 
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actively addresses these matters and identifies areas where further 

improvements need to be made.  In particular: 

 

Issue 
No 

Governance Issue Mitigation Action / Proposed Action 

1
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Issue 
No 

Governance Issue Mitigation Action / Proposed Action 

Options may include: 

 Using or considering alternative 

delivery vehicles. 

 Outsourcing of services. 

 Commissioning services. 
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Issue 
No 

Governance Issue Mitigation Action / Proposed Action 

highest recorded numbers in 
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Statement of Responsibilities for the Statement of Accounts 
 
The Council’s Responsibilities 
 
The Council is required to: 
 

 make arrangements for the proper administration of its financial affairs and to secure 
that one of its officers has the responsibility for the administration of those affairs. In 
Birmingham City Council this is the Chief Finance Officer who also has the role of 
Section 151 officer; 

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

 approve the Statement of Accounts. 
 
The Section 151 Officer’s Responsibilities 
 
The Section 151 Officer is responsible for the preparation of the Council’s Statement of 
Accounts in accordance with proper practices as set out in the CIPFA/LASAAC Code of 
Practice on Local Authority Accounting in the United Kingdom (the Code). In preparing this 
Statement of Accounts, the Section 151 Officer has: 
 

 selected suitable accounting policies and applied them consistently; 

 made judgments and estimates that were reasonable and prudent; 

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

 kept proper accounting records which are up to date; 

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

 
Certification of Accounts 
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Glossary 
 
 
Academy School 
A school that chooses to opt out of Local Authority control and receive its funding direct from 
the Education Funding Agency. 
 
Accruals 
Income and expenditure are recognised as they are earned or incurred, not as money is 
received or paid (see Debtors and Creditors). 
 
Amortised Cost 
Some financial assets and liabilities are carried at amortised cost, where part of their 
carrying amount in the balance sheet will be either written down or written up via the 
Comprehensive Income and Expenditure Statement over the term of the instrument. 
 
Balance Sheet 
The Balance Sheet shows the value, as at the Balance Sheet date, of the assets, liabilities 
and other balances recognised by the Council.  
 
Balances 
The total level of funds an authority has accumulated over the years, available to support 
expenditure within the year. 
 
Beacon Properties 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BIRMINGHAM CITY 
COUNCIL  
 
We have audited the financial statements of Birmingham City Council (the "Council") for the 
year ended 31 March 2017 under the Local Audit and Accountability Act 2014 (the "Act"). 
The financial statements comprise the Comprehensive Income and Expenditure Statement, 
the Group Comprehensive Income and Expenditure Statement, the Movement in Reserves 
Statement, the Group Movement in Reserves Statement, the Balance Sheet, the Group 
Balance Sheet, the Cash Flow Statement, the Group Cash Flow Statement, the Housing 
Revenue Account Income and Expenditure Statement, the Movement on the Housing 
Revenue Account Statement, the Collection Fund Income and Expenditure Account and the 
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Conclusion on the Council’s arrangements for securing economy, efficiency and 
effectiveness in its use of resources  
 
Respective responsibilities of the Council and auditor  
 
The Council is responsible for putting in place proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources, to ensure proper stewardship and 



Birmingham City Council



Birmingham City Council                                                          Accounts for the Year Ended 31 March 2017 
 

 

215 
 

Management of Schools  
 
Significant failings in the Council's management of schools were identified in a review by 
Peter Clarke in July 2014. Since this review the Council has taken and continues to take 
action to improve its management of schools through the implementation of its improvement 
plan.  
 
However, as part of the assessment of the improvements to schools governance 
Birmingham Audit (internal audit) have been commissioned to carry out a programme of 
audits over a two year period. Their findings have continued to show that there are a range 
of governance issues to address across the schools visited. 17 of the 97 schools audits 
undertaken by internal audit in 2016/17 were assessed as ‘level 3’ assurance (specific 
control weaknesses of a significant nature noted, and/or the number of minor weaknesses 
noted was considerable).  
 
This matter is evidence of weaknesses in proper arrangements for informed decision making 
and sustainable resource deployment in:  

 acting in the public interest, through demonstrating and applying the principles and 

values of sound governance;  

 managing risks effectively and maintaining a sound system of internal control; and  

 planning, organising and developing the workforce effectively to deliver strategic 

priorities.  

 
Adverse value for money conclusion  
 
On the basis of our work, having regard to the guidance issued by the Comptroller and 
Auditor General in November 2016, because of the significance of the matters described in 
the basis for adverse value for money conclusion paragraphs above, we are not satisfied 
that, in all significant respects, the Council put in place proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources for the year ended 31 March 
2017.  
 
Delay in certification of completion of the audit  
 
We cannot formally conclude the audit and issue an audit certificate for the Council for the 
year ended 31 March 2017 in accordance with the requirements of the Act and the Code of 
Audit Practice until we have completed our consideration of objections brought to our 
attention by local authority electors under Section 27 of the Act. We are satisfied that these 
matters do not have a material effect on the financial statements or on our conclusion on the 
Council's arrangements for securing economy, efficiency and effectiveness in its use of 
resources for the year ended 31 March 2017.  
 
P W Jones 
 
Phil Jones  
 
for and on behalf of Grant Thornton UK LLP, Appointed Auditor  
 


