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Foreword
These accounts set out the financial results of Council activities for the year ended 31st March
2008.
The financial statements are split between the core financial statements and the supplementary
financial statements within the accounts and their purposes are:

•

Statement of Accounting Policies - the purpose of the statement of accounting policies is to
explain the basis for the recognition, measurement and disclosure of transactions and other
events in the accounts.
This statement provides accounting policies, which are consistent with the accounting concepts
and relevant accounting standards. The approach taken ensures that the Council’s accounts
present fairly the financial position and transactions of the Council.

•

Income and Expenditure Account – the Income and Expenditure Account brings together all of
the functions of the authority and summarises all the resources that the authority has
generated, consumed or set aside in providing services during the year. This statement is
fundamental to the understanding of a local authority’s activities, in that it reports the gross
and net cost for the year of all the functions for which the authority is responsible and
demonstrates how the costs have been financed. The Income and Expenditure Account is
prepared in line with the CIPFA Statement of Recommended Practice (SORP). This means that
there are some differences to the statutory provisions that specify the net expenditure of
local authorities when setting local taxes. In order to give a full presentation of financial
performance, the I&E account needs to be reconciled to relevant statutory provisions, and this
is undertaken in the Statement of Movement on the General Fund Balance (SMGFB).
The net operating expenditure for 2007/08 amounted to £1,259.7 million (after departmental
income and movements to and from reserves) and was financed by government revenue support
grant of £90.1 million, redistributed non-domestic rates of £505 million and demands on the
collection fund of £304.1 million. This left a deficit of £360.5 million mainly due to costs of
pension liabilities and depreciation which are reversed through the SMGFB below.

•

Statement of Movement On The General Fund Balance (SMGFB) – this statement reconciles
the deficit on the Income and Expenditure Account to the overall movement in the Council’s
balances and shows the relationship between the Council’s spending and the Council Tax levied.
The opening entry in this Statement is the outturn on the Income and Expenditure Account,
which was a deficit of £360.5 million. The next line contains the total of all reconciling items to
convert the I&E account figure into the sum required by statute and proper practice, and this
amounts to net income of £359.8 million. The outcome is the decrease in the general fund
balances for the year of £0.7 million.
The balance of the general fund reserve as at 31st March 2008 was £28 million.
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•

Statement of Total Recognised Gains and Losses (STRGL) – this statement shows all the
realised and unrealised gains and losses that make up the movement in the Council’s reserves
and balances.
The statement reveals a decrease in net worth of £209.4 million and includes the deficit on
the Income and Expenditure Account, the surplus on revaluation of fixed assets, actuarial
losses recognised on the pension fund and the surplus on the Collection Fund.

•

Balance Sheet – summarises the financial position of the City Council including the Housing
Revenue Account and the Collection Fund. It provides a statement of the assets and liabilities
at the end of the financial year (31st March 2008).
The balance sheet total is £2,860.5 million and represents the net worth of the Council.
The Fixed Assets have a net book value of £6,211.8 million. £2,482.0 million of this sum is for
the Council’s housing stock, which is calculated on the basis of Existing Use Value for Social
Housing (EUV-SH).

•

Cash Flow Statement – summarises the total cash movements during the year for revenue and
capital purposes.
The Cash Flow Statement shows the cash inflows and outflows arising from transactions with
third parties for capital and revenue activities. The statement enables the full movements in
cash to be identified. The overall outcome was a reduction in cash balances of £19.5 million.

•

Housing Revenue Account – the Housing Revenue Account records the financial position of the
Council’s statutory obligation to account separately for the costs of its housing provision. The
gross expenditure amounted to £182.3million. The surplus is £44.9 million. However, when the
RA is adjusted through the statement of movement on the HRA balance to bring the HRA into
line with the statutory practice for rent burden outcomes the net change of £44.5 million
reduces the surplus for the year to be added to balances to £0.4 million
The total reserve on the Housing Revenue Account increased from £3.1 million to £3.5 million
as at 31 March 2008.

•

Collection Fund – is maintained separately, as a statutory requirement, to show the
transactions of the Council as Billing Authority in relation to non-domestic rates and council
tax. It illustrates the way in which the income has been distributed to the following
Precepting Authorities:
•
•
•
•

Birmingham City Council
New Frankley in Birmingham Parish Council
West Midlands Fire and Rescue Authority
West Midlands Police Authority

The total net income from council taxpayers in 2007/08 amounted to £258.8 million.
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In addition, the Collection Fund also collects income from non-domestic ratepayers in
Birmingham, which is then passed to the Government after deducting collection costs.
The total net income from non-domestic ratepayers in 2007/08 amounted to £339.5 million.
The deficit for the year on the fund was £3.0 million, and the final balance a surplus of £1.8
million.
•

Group Accounts – these statements consolidate the City Council’s accounts with those of the
National Exhibition Centre (NEC) Ltd, NEC Finance plc, NEC Developments plc, Birmingham
Technology (Property) Ltd, and Service Birmingham Ltd.

Changes in Accounting Policies
The main change in accounting policies relates to compliance with the requirements of Financial
Reporting Standards 25 and 26. These require significant additional disclosures and, in certain
cases, restatement of the carrying value of certain assets and liabilities, for example where a loan
has been advanced at less than commercial rates of interest.
The Fixed Asset Restatement Account has been replaced by a Revaluation Reserve to which are
credited all unrealised gains arising from the revaluation of fixed assets. Balances on the Fixed
Asset Restatement Account and Capital Financing Account at 31st March 2007 were transferred on
1st April 2007 to a new account entitled the Capital Adjustment Account. This account will be
debited with all those capital related items charged to the Income and Expenditure Account but
which, in accordance with statute, may not be taken into account in determining the General Fund
balance.

A summary of the City Council’s financial performance for the financial year 2007/2008
The City Council’s revenue and capital budget is allocated between the Portfolio holders who make
up the Executive Cabinet and Committees of the Council. Spending against these budgets is
carefully monitored throughout the year and reported monthly to Cabinet. The table overleaf
gives a summary of revenue and capital expenditure by portfolio and committee.
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Committee/Portfolio
Leader
Deputy Leader
Children,
Young
People
&
Families
Equalities & Human Resources
Housing
Leisure, Sport & Culture
Local Services & Community
Safety
Regeneration
Adults & Communities
Transportation
&
Street
Services
Council Business Management
Planning Committee
Licensing Committee
Public Protection Committee
Constituencies
Total
Sub-Total
Capital Financing
Adjustments
Total

&

Other

Revenue
Outturn
£’000

Capital
Outturn
£’000

58,817
29,825
262,476

137,241
137,220
51,707

7,135
21,719
45,386
8,148

588
143,921
20,334
3,780

17,712
249,740
85,600

14,998
30,888
43,340

9,088
4,029
72
12,608
99,868
912,223

96
160
0
376
0
584,649

(20,799)
891,424

584,649

General Fund Reserves and Balances
Balances at the end of 2007/08 stand at £28.0m.

Capital Expenditure
Total expenditure on capital schemes in 2007/08 was £584.7m (2006/07 £406.2m). This
compared to the latest capital budget of £735.9 m. The underspending is mainly due to delays in
expenditure on a number of capital schemes. Details of this slippage are given in the Council’s
Capital Outturn report for 2007/2008. It should be noted that no Council resources were lost as a
result of the slippage as the resources and planned expenditure will be “rolled forward” into future
years. Full details are given in Note Seventeen to the Core Financial Statements.
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Other Matters
Borrowing
The Council’s authorised limit for external debt in 2007/08 was £2,320m. The maximum external
debt during the year amounted to £1,965m.
Other resources available to fund capital expenditure include:
Capital receipts
Section 106 balances
Grants
Revenue balances

Provisions
The Council has carried a provision for the repayment of the debt of The NEC Ltd. when this
matures in 2016. In August 2005 the Council purchased the bonds in exchange for a new issue of
Council bonds with a longer maturity date and lower coupon. This has had the effect of reducing
The NEC Ltd.’s finance costs while releasing the existing provision for use in funding
refurbishment works on the exhibition halls at the NEC. The Council’s balance sheet therefore
shows both an asset and a liability in respect of this transaction. The bonds are shown at nominal
value.

Pension Liability
There is currently a net shortfall on the fund and this will be reviewed periodically by the West
Midland Pension Fund Actuary and steps will be taken to address the shortfall. The City Council’s
share of the shortfall is £1,138.5million at 31 March 2008. While the figure is substantial it should
be remembered that:
•

•
•

It is not an immediate deficit that has to be met now. The sum is the current assessment
taking a long term view of the future liabilities for existing pensioners and current employees
who are accruing pension entitlement.
It is not a problem unique to Birmingham City Council or indeed local authorities generally.
There is a national problem for pension funds in both private and public sectors.
The West Midland Pension Fund is regularly reviewed and additional contributions have already
been initiated to address the problem over a period of years.

Details of the pension liability and assets can be found in Note 6 to the Core Financial Statements.
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Statement of Responsibilities
The City Council’s Responsibilities
The City 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.

•

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

•

approve the Statement of Accounts.

The Corporate Director of Resources’ Responsibilities
The City Council’s chief financial officer is the Corporate Director of Resources. He is responsible
for the preparation of the City Council’s Statement of Accounts. In preparing the statement, he
has:
•

selected suitable accounting policies and applied them consistently.

•

made judgments and estimates that were reasonable and prudent.

•

complied with the Code of Practice on Local Authority Accounting.

•

applied the accounting concept of a ‘going concern’ by assuming that the Authority’s services
will continue to operate for the foreseeable future.

The Chief Financial Officer has also:
•

kept proper accounting records which are up to date.

•

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

Certification of Accounts
I certify that the Statement of Accounts presents fairly the position of Birmingham City Council
at 31st March 2008 and its income and expenditure for the year ended 31st March 2008.
...........................

Paul Dransfield
Corporate Director of Resources

I confirm that these accounts were approved by the Council Business Management Committee on
24th June 2008. Signed on behalf of Birmingham City Council:
...........................

Cllr Mike Whitby
Leader of the Council and Chairman of Council Business
Management Committee which approved the accounts.
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