BIRMINGHAM CITY COUNCIL

CORPORATE & FINANCE OVERVIEW AND SCRUTINY COMMITTEE

FRIDAY, 24 OCTOBER 2025 AT 10:30 HOURS
IN COMMITTEE ROOMS 3 & 4, COUNCIL HOUSE, VICTORIA
SQUARE, BIRMINGHAM, B1 1BB

AGENDA

1 NOTICE OF RECORDING/WEBCAST

The Chair to advise/meeting to note that this meeting will be webcast for live
or subsequent broadcast via the Council's Public-I microsit

this link nd that members of the press/public may record and take
photographs except where there are confidential or exempt items.

2 APOLOGIES

To receive any apologies.

3 DECLARATIONS OF INTERESTS

Members are reminded they must declare all relevant pecuniary and other
registerable interests arising from any business to be discussed at this
meeting.

If a disclosable pecuniary interest is declared a Member must not participate
in any discussion or vote on the matter and must not remain in the room
unless they have been granted a dispensation.

If other registerable interests are declared a Member may speak on the
matter only if members of the public are allowed to speak at the meeting but
otherwise must not take part in any discussion or vote on the matter and
must not remain in the room unless they have been granted a dispensation.

If it is a ‘sensitive interest’, Members do not have to disclose the nature of
the interest, just that they have an interest.

Information on the Local Government Association's Model Councillor Code
of Conduct is set out via http://bit.ly/3WtGQnN. This includes, at Appendix
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1, an interests flowchart which provides a simple guide to declaring interests
at meetings.

EXEMPT INFORMATION - POSSIBLE EXCLUSION OF THE PRESS
AND PUBLIC

a) To highlight reports or appendices which officers have identified as
containing exempt information within the meaning of Section 100l of the
Local Government Act 1972, and where officers consider that the public
interest in maintaining the exemption outweighs the public interest in
disclosing the information, for the reasons outlined in the report.

b) To formally pass the following resolution:-

RESOLVED - That, in accordance with Regulation 4 of the Local
Authorities (Executive Arrangements) (Meetings and Access to Information)
(England) Regulations 2012, the public be excluded from the meeting
during consideration of those parts of the agenda designated as exempt on
the grounds that it is likely, in view of the nature of the business to be
transacted or the nature of the proceedings, that if members of the press
and public were present there would be disclosure to them of exempt
information.

MINUTES — CORPORATE AND FINANCE OVERVIEW AND SCRUTINY
COMMITTEE

To confirm the minutes from the Corporate and Finance Overview and
Scrutiny Committee meeting held on 26 September 2025.

CORPORATE AND FINANCE OVERVIEW AND SCRUTINY COMMITTEE
ACTION TRACKER

To review and note the actions from previous Corporate and Finance
Overview and Scrutiny Committee meetings.

QUARTER TWO FINANCIAL MONITORING REPORT — GENERAL FUND
BUDGET, COLLECTION FUND, HOUSING REVENUE ACCOUNT
BUDGET, AND THE DEDICATED SCHOOLS GRANT BUDGET

To provide an update on the Quarter Two Financial Monitoring Report.

2026/27 TO 2028/29 GENERAL FUND MEDIUM TERM FINANCIAL PLAN
REFRESH - UPDATE TO CABINET AT QUARTER 2 OF THE 2025/26
FINANCIAL YEAR

To receive the 2026/27 to 2028/29 General Fund Medium Term Financial
Plan Refresh.

2026/27 TO 2028/29 CAPITAL PROGRAMME REFRESH AND 2025/26
FINANCIAL MONITORING - UPDATE TO CABINET AT QUARTER 2 OF
THE 2025/26 FINANCIAL YEAR
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To receive the 2026/27 to 2028/29 Capital Programme Refresh and 2025/26
Financial Monitoring.

SCRUTINY WORK PROGRAMME 2025/26

To receive the Corporate & Finance Overview and Scrutiny Committee work
programme along with the 6 other scrutiny committee work programmes.

REQUEST(S) FOR CALL IN/COUNCILLOR CALL FOR
ACTION/PETITIONS RECEIVED (IF ANY)

To consider any request for call in/councillor call for action/petitions (if
received).

OTHER URGENT BUSINESS

To consider any items of business by reason of special circumstances (to
be specified) that in the opinion of the Chair are matters of urgency.

DATE AND TIME OF NEXT MEETING

To note that the scheduled meeting to take place on the 19 December 2025
at 10.30am in Committee Room 3 & 4 in the Council House.
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BIRMINGHAM CITY COUNCIL

CORPORATE AND FINANCE OVERVIEW &
SCRUTINY COMMITTEE MEETING

Minutes of the meeting held on Friday, 26" September 2025 at 10.30
hours in Committee Room 3 & 4, Council House, Victoria Square,
Birmingham

Present:
Councillor Sir Albert Bore (Chair)

Councillors Deirdre Alden, Shabrana Hussain, Katherine Iroh, Ewan Mackey, Esther
Rai, Kath Scott Lisa Trickett, Paul Tilsley CBE, and Alex Yip

Also Present:

Clir Rob Pocock, Cabinet Member for Governance, Human Resources (HR) and
Transformation

Carol Culley, Executive Director of Finance and S151 Officer
Mohammed Sajid, Assistant Director of Financial Strategy

Katy Fox, Executive Director of HR, OD and Transformation (Online)
Wendy Giriffiths, Director of Centralised Services (Online)

Paul Tulett, Director of Industrial and Employee Relations (Online)
Fiona Bottrill, Senior Overview and Scrutiny Manager

Sam Yarnall, Interim Scrutiny Officer

16. NOTICE OF WEBCAST

The Chair advised that the meeting would be webcast for live and subsequent
broadcast via the Council's Public-I microsite and that members of the press/public
may record and take photographs except where there were confidential or exempt
items.

17. APOLOGIES

There were apologies tendered by Clir Fred Grindrod, Clir Kath Scott attended to
observe in their role as Deputy Chair for the Health and Adult Social Care Overview
and Scrutiny Committee. ClIr Esther Rai observed the meeting in their role as Deputy
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Chair of Education, Children and Young People Overview and Scrutiny Committee.
The Chair paid their respects to the late Chair of the Education, Children and Young
People Overview and Scrutiny Committee, ClIr Kerry Jenkins, and commended on her
commitment and service in the role.

18. DECLARATIONS OF INTEREST

Members were reminded to declare all relevant pecuniary and other registerable
interests arising from any business to be discussed at this meeting. There were no
declarations of interest declared during the meeting.

19. MINUTES - CORPORATE AND FINANCE OVERVIEW AND SCRUTINY
COMMITTEE

RESOLVED:

That the minutes of the Corporate and Finance Overview and Scrutiny Committee
meetings held on 25 July 2025 be confirmed as a correct record and signed by the
Chair.

20. ACTION TRACKER

The Chair informed Members that a response to the actions on the tracker were still
being worked on. The Senior Overview and Scrutiny Manager was working on the
call-in response from the Commissioners Support Unit and Legal; and the Scrutiny
Officer was working to get a response on the Brindley ORACLE Stabilisation action.
The Executive Director for Finance responded that the action on ORACLE would be
with Members in due course.

RESOLVED:

That the action tracker be noted.

21. TRANSFORMATION PROGRAMME UPDATE

The Chair introduced the item, noting the report provided an overview of the
Council’s Transformation Programmes. Officers from Finance and HR, the Cabinet
Member for Transformation, Governance and HR, and the Executive Director for HR,
OD and Transformation (online), along with the Director for Centralised Services,
were present. Due to time constraints, the Chair suggested questions on Equal Pay
be prioritised, noting some responses may require an exempt session due to
confidentiality.

The Cabinet Member gave a brief overview, stating the Council needed a corporate
transformation strategy to support recovery from intervention. Progress was being

2
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made, with support from Commissioners and the Executive. Three programmes—
Oracle, Equal Pay, and savings delivery—were rated ‘Red’, with the waste dispute
noted as an impact. Members were also informed of the Customer Service
consolidation programme.

The Executive Director for Finance highlighted a £13 million shortfall contributing to
the ‘Red’ rating and stressed the importance of timely reporting. The Executive
Director for HR, OD and Transformation and the Director for Centralised Services
provided updates, including work on Equal Pay and organisational culture. Despite
technical issues, they noted efforts to improve the employee experience and
customer service. The Chair confirmed a follow-up meeting with the Information Hub
working group was scheduled for 17 October 2025.0Officers and the Cabinet Member
welcomed questions from Members:

e The Chair highlighted two areas of concern for them from the report. The first
was concerns over the PFl savings and a concern of no additional funding
support from Central Government. The second was a concern over the
customer contact consolidation and the customer experience, but did note
that this would be looked by the Information Hub working group.

e Members asked about ORACLE and highlighted ongoing concerns in relation
to progress being made. It was further asked if a more in-depth discussion on
ORACLE could take place for the Committee to understand the work that had
been done. The Chair agreed to discuss this with focus on how to progress
the ask, to ensure it was planned in the most appropriate manner.

e Members also commented on the impact of the ongoing waste dispute to the
savings being met.

e The Executive Director for Finance responded to the points that were made.
On Brindley ORACLE, she highlighted that the £170 million that the Press had
recently quoted was not accurate. The costs had not increased, and the figure
included additional costs for the next year which included work such as
system implementation. It was agreed that the information that was provided
to Audit Committee could be shared with this Committee. Members were
informed that there was testing on the way for the system to help identify
issues. There was also work to data cleanse the historical data which included
the balance sheet and the legacy debt. In terms of the discussion on PFl, it
was highlighted that there was £5 million at risk and that the issues around
this was being escalated.

¢ Members commented on the savings not being welcomed and that the
changes were imposed onto residents as a result of previous mismanagement
in the Council. It was highlighted that there were £8.3million in savings within
education and asked if a request from the Department for Education can be
sought to support meeting the savings target. A further comment on ORACLE
was given and highlighted that the report states that there was a low level of
organisational readiness for the re-implementation.

3
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Members highlighted the comments from Commissioners that there was £63
million at risk of not being delivered and asked how this was being prioritised.
The Executive Director for Finance responded to the two previous points. The
first was that between quarter one and quarter two there had been further
work on ORACLE. This included longer integration and User Acceptance
Testing (UAT) testing. It was acknowledged that there was a public interest
report on the implementation of ORACLE and was happy to give the
breakdown of the impact on the budget. In terms of the savings not being
delivered, it was said that there was a report being developed that would
explain and the mitigations that were being put in place. It was also
highlighted that where the use of one-off mitigations was used, there were
also plans to support further year savings.

Members asked if there was good news on Equal Pay. The Executive Director
for HR, OD and Transformation highlighted there was good news but was
unable to comment at the time.

Members were pleased that the information that they received on the
transformation programmes were being provided to Scrutiny in a timelier
manner.

Members asked for an update on the job evaluation programme, whether the
work of ORACLE was still on track for April 2026 relaunch and an update on
the £3 million non-delivery of the customer consolidation work. The Executive
Director for Finance indicated that the work was still on track, but any changes
would be communicated. In terms of the £3 million non-delivery in customer
consolidation, there was work to address this. In response to the question on
job evaluation, there was impact from the ongoing was dispute, but the roles
had been benchmarked.

Members expressed their concerns on the services provided to residents and
highlighted that there was public perception that Commissioners were no
longer at the Council, which was not the case.

There was a comment from Members on the savings from care centre and
library closures and the impact from staff sickness levels in areas like waste. It
was further asked what was being done to monitor the additional costs. The
Executive Director for Finance responded that there was work to monitor the
additional costs and that areas like staff sickness could be assumed but not
achieved so there was further work to look at this.

The Executive Director for HR, OD and Transformation responded to
Members comments on the importance of the net promotion score. The work
around this was said to attract the best people to work at the Council to
support its productivity and improvement.

Members raised concerns over job evaluation and the impact on areas like
fleet and waste management. There were frustrations shared with Officers
and asked for information regarding the driver team leader role be re-
evaluated. The Executive Director for HR, OD and Transformation responded

4
Page 8 of 264



ltem 5

that the work to benchmark had been completed as part of the work in Equal
Pay.

The Chair asked for advice from Officers and if the nature of the questions asked by
Members would need to be responded in private/exempt session. Officers present
agreed that this would be the case.

The Chair moved that, in accordance with Regulation 4 of the Local Authorities
(Executive Arrangements) (Meetings and Access to Information) (England)
Regulations 2012, the public be excluded from the meeting during consideration of
those parts of the agenda designated as exempt on the grounds that it is likely, in
view of the nature of the business to be transacted or the nature of the proceedings,
that if members of the press and public were present there would be disclosure to
them of exempt information under paragraph 4 (Information relating to any
consultations or negotiations, or contemplated consultations or negotiations, in
connection with any labour relations matters arising between the authority or a
Minister of the Crown and employees of, or officer-holders under, the authority). This
was seconded by Clir Barker and Members agreed to go into private session. The
meeting went into private session at 11:40am.

RESOLVED -

That:

i) The press and public be excluded from the meeting on the grounds that
it was likely to disclose exempt information listed in Paragraph 4:
(Information relating to any consultations or negotiations, or
contemplated consultations or negotiations, in connection with any
labour relations matter); and

ii) The public interest in maintaining the exemption outweighed the public
interest in disclosing the information.

iii) Following the private session the press and public be readmitted for the
remainder of the meeting.

Readmittance of Press and Public: The meeting went back into public at 12.00pm.

Following the private session of the meeting, the Cabinet Member provided a
summary on what was discussed in private session. This outlined the work of the
Council of the Job Evaluation process in relation to Equal Pay. It was highlighted that
the jobs under equal pay had undergone job evaluation, and it was highlighted that
previous issues resulted from poor HR management from the past. The unions had
highlighted a number of benchmark roles that had created the previous liability and
that the job evaluation was expected to be completed by the end of October 2025. It
was also highlighted that the job evaluation process would be an ongoing process
that was expected for well-run Councils. The Cabinet Member had highlighted there
was a new lead Commissioner and that there had been no change in the direction
that they operate, and there was work with them to move to the next stage of
intervention.

5
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Members further commented and asked if the equality clause had been signed.
Officers responded that the draft equality clause was approved by unions in principle
and there was work to get formal signatures.

Clir L Trickett left at 12pm and CliIr Yip left at 12.20pm
Following the update, Members agreed the recommendations.

RESOLVED -

That:

I.  The update provided on the Transformation Programmes within the
Committee’s Terms of Reference, be noted, and
II.  The Council’s capacity to deliver the Transformation Programmes, be noted.

22. EXECUTIVE/SCRUTINY PROTOCOL

The Chair introduced the item to Members. It was highlighted that the protocol had
undergone consultation with the Commissioners, the Executive and the Chairs of the
Council’s Scrutiny Committees. A draft was also shared with the Council’s
Leadership team for their comments. On the 23 September 2025, the protocol was
presented to the Governance Board. This provided opportunity for comments from
the Executive, the Chair of Scrutiny, Commissioners and Opposition Leaders.
Following publication of the protocol to the Committee, there was a comment from
Commissioners to clearly highlight the role of scrutiny. Following agreement of the
protocol from the Committee, it will go to the Monitoring Officer to make a decision
whether the protocol will be adopted in the Constitution and whether it will need to be
presented at City Council. Following the discussion, Members agreed the
recommendations.

RESOLVED -

That:

I. Feedback from the Governance Board on the Executive Scrutiny Protocol, be

agreed.

II.  The protocol attached as Appendix A, be agreed with the amendment that the
role of Scrutiny was highlighted clearly in the protocol.

lll.  That the Leader of the Council, in consultation with Cabinet Members, agrees
the Executive/Scrutiny Protocol, be recommended by the Committee; and

IV.  That Monitoring Officer, in consultation with the Governance Board,
determines the process to consider if the Protocol should be incorporated as
an appendix to the Council’s Constitution, be recommended by the
Committee.

23. CORPORATE AND FINANCE OVERVIEW AND SCRUTINY COMMITTEE
WORK PROGRAMME

6
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The Chair presented the report to the Committee. The report highlighted the work
programme and the budget Task and Finish group Terms of Reference. The Chair
highlighted that with Members agreement, that there would be a process to
prioritise the recommendations from the Task and Finish group and in consultation
with the Finance Office, on how to approach this. Members agreed the
recommendations outlined in the report.

RESOLVED -

That:

I.  The Corporate and Finance OSC work programme set out in Appendix A,
be agreed;

lI.  The Terms of Reference for the Medium-Term Financial Plan (MTFP) and
Budget Scrutiny Task and Finish Group, attached at Appendix B, be agreed;
and

[ll.  The Work programmes for the other Overview and Scrutiny Committees,
attached at Appendix C, be agreed.

24. REQUEST(S) FOR CALL IN/COUNCILLOR CALL FOR ACTION /
PETITIONS RECEIVED (IF ANY)

None.

25. OTHER URGENT BUSINESS

There was no other urgent business discussed at the meeting.

26. DATE OF THE NEXT MEETING
RESOLVED:

That the next meeting was to take place on the 24 October 2025 at 10.30am in
Committee Rooms 3&4, be noted.

The meeting ended at 12.38 hours.

Chair’s signature:
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CORPORATE AND FINANCE OSC ACTION TRACKER 2025/26

(Incorporating outstanding actions from Finance and Resources OSC and Coordinating OSC)

Green: Action completed from previous meeting (to be removed after updating committee).

Amber: Action outstanding from previous two meeting or with agreed future deadline

- Action outstanding and no response from previous three meetings

Chair of the Health and Adult Social Care
0O&S Committee on the position regarding
Council invoices and payments — is the
Council invoicing and receiving payments
on time, are they being tracked, and what
is the impact on the Council’s finances?).

22 November 2024

Clarity on pre-decision/Call-In
process

Fiona Bottrill, Senior Overview and
Scrutiny Manager to liaise with
Commissioners Support office for
clarification.

26 September 2025

Transformation
Update

Programmes

Information that was shared with the
Audit Committee on ORACLE to be shared
with the Committee. Scrutiny Officers will
liaise with the Executive Director of

Minute | Date Agenda Item Action Update/Outcome
Number
N/A 14 Dec 2023 Oracle Stabilisation Update A written response to be provided to the | Discharged 15 October 2025 —

response send to the Chair of the
Health and Adult Social Care O&S
Committee

Ongoing
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Finance to share the information with
Members.

26 September 2025

Transformation
Update

Programmes | Members asked for the percentage of job
roles that had completed the Job
Evaluation process and the percentage of
the jobs remaining to be processed.
Scrutiny Officers will liaise with the
Executive Director of HR, OD and
Transformation to share the information
with Members.

Ongoing
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Birmingham City Council

Report to Corporate and Finance Overview and
Scrutiny Committee

24 October 2025
Title: Quarter Two 2025/26 Financial Monitoring Report —
General Fund, Housing Revenue Account Budget,
Dedicated Schools Grant and the Capital
Programme.
Lead Cabinet Portfolio: Councillor John Cotton, Leader of the Council, Cllr.

Karen McCarthy, Cabinet Member for Finance

Relevant Overview and Not Applicable
Scrutiny Committee:

Report Author: Carol Culley, Director of Finance and Section 151
Officer

Authorised by: Carol Culley, Director of Finance and Section 151
Officer

Is this a Key Decision? Not Applicable

If this is a Key Decision, Not applicable
is this decision listed on
the Forward Plan?

Reason(s) why not Not Applicable
included on the Forward
Plan:

No

Is this a Late Report?

Reason(s) why Late: Not Applicable

Is this decision eligible Not Applicable
for ‘call in?’

If not eligible, please

provide reason(s): Not Applicable

Wards: All
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Does this report contain exempt or confidential No
information?

Has this decision been included on the Not Applicable
Notification of Intention to consider
Matters in Private?

Reasons why not included on the Not Applicable
Notification:
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EXECUTIVE SUMMARY

The Executive Summary is provided in Section 1 of the Cabinet report attached
that was considered by Cabinet on 14 October 2025.

COMMISSIONERS’ REVIEW
Commissioners' comments are included in the Cabinet report.

RECOMMENDATIONS
That the Committee:

Considers the report in order to inform the work of the Medium Term Financial
Plan and Budget Scrutiny Task and Finish Group.

KEY INFORMATION

Context
The context is provided in Section 4.1 of the Cabinet report attached.

Proposal and Reasons for Recommendations

The proposal and reason for recommendations is set out in the Cabinet report
attached.

Other Options Considered
The other options considered is set out in the Cabinet report attached.

RISK MANAGEMENT

The risk management information on the Cabinet report is provided in Section
14.1 of the report attached.

CONSULTATION

The consultation on the Cabinet report is set out in section 15.1 of the report
attached.

MEMBER ENGAGEMENT
Overview and Scrutiny

The engagement with Overview and Scrutiny is set out in section 16.1 of the
report attached.

IMPACT AND IMPLICATIONS

Finance

The finance implications are set out in the report attached.
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Legal

The legal implications are set out in Section 13.2 of the report attached.
Equalities

The equalities implications are set out in Section 13.3 of the report attached.
Procurement

The procurement implications are set out in Section 13.4 the report attached.
People Services

The people services implications are set out in Section 13.5 of the report
attached.

Climate Change, Nature and Net Zero

The climate change, nature and net zero implications are set out in Section 13.6
of the report attached.

Corporate Parenting

The Corporate Parenting implications are set out in Section 13.7 of the report
attached.

APPENDICES

Appendix A: Quarter Two 2025/26 Financial Monitoring Report — General Fund,
Housing Revenue Account Budget, Dedicated Schools Grant and the Capital
Programme: Including:

Appendix 1: Debt Write-offs
Appendix 2.1 to 2.2: Treasury Management Dashboard
Appendix 2.3: Debt and Prudential Indicators

Appendix 3: Virements Summary by Directorate and Virements by
Directorate — detail

BACKGROUND PAPERS
The background papers are set out in Section 18 of the report attached.
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Birmingham City Council

Report to Cabinet

14th October 2025

Title: QUARTER TWO FINANCIAL
MONITORING REPORT -
GENERAL FUND BUDGET,
COLLECTION FUND,
HOUSING REVENUE
ACCOUNT BUDGET, AND
THE DEDICATED SCHOOLS
GRANT BUDGET

Lead Cabinet Portfolio: Councillor John Cotton,
Leader of the Council

Councillor Karen McCarthy,

Cabinet Member for Finance
Relevant Overview and Councillor Sir Albert Bore,

Scrutiny Committee: Chair of Corporate and Finance

Overview & Scrutiny Committee
Report Author: Carol Culley,

Director of Finance & Section
151 Officer

Authorised by: Carol Culley,

Director of Finance & Section
151 Officer

Is this a Key Decision? No
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If this is a Key Decision, is this decision listed Not Applicable

on the Forward Plan?

Reason(s) why not included on the Forward Not Applicable

Plan:
Is this a Late Report? No
Reason(s) why Late: Not Applicable
Is this decision eligible for ‘call in?’ Yes
If not eligible, please provide reason(s): Not Applicable
Wards: All

Does this report contain exempt or confidential No

information?

Has this decision been included on the Not Applicable
Notification of Intention to consider

Matters in Private?

Reasons why not included on the Notification:  Not Applicable

Page 2 of 37



1.1

1.2

ltem 7

EXECUTIVE SUMMARY

On 4 March 2025, the Council agreed a net revenue budget for the 2025/26
financial year for the Council’s General Fund of £1,043m, as well as the budgets
for the Housing Revenue Account (HRA), and the Dedicated Schools Grant
(DSG).

This report sets out the forecast financial position at Quarter Two (July 2025 to the
end of September 2025) for the 2025/26 financial year for:

a) The Council’s General Fund Revenue Budget is projected to overspend
by £13.4m against the budget agreed by full Council. It should also be
noted that the budget required £11.0m of Exceptional Financial Support
(EFS) which was approved by the Ministry of Housing, Communities and
Local Government (MHCLG). The total deficit is due to £13.5m projected
overspend across Directorates (1.1% of total budgeted Directorate Net
Expenditure), a £10.0m projected underspend on Corporate budgets
(Section 5 refers), and a contribution of £10.0m to Strategic Reserve from
Corporate underspends to provide some limited investment capacity for

non funded urgent capital items.

b) This assumes that the direct costs of Industrial Action are to be
funded from Strategic Reserves. Up to the end of September, the direct
costs of the dispute to date, including one off costs, are £9.6m. These are
costs which it will be difficult for the Directorate to mitigate and it is
recommended that these costs are met from strategic reserves. The
financial impact will be reviewed again when the Quarter 3 monitoring is

prepared.

c) This also assumes that income related to Green Waste that is
expected to be lost due to the Industrial Action is to be funded from
Strategic Reserves. The annual cost of this lost income to the Council is
estimated to be £4.4m. Residents have been reimbursed the payments
for the garden waste service and it is unlikely that the service will be
resumed within this financial year. Therefore, it is recommended that the

unachievable budget target is also met from reserves.
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d) There will also be an impact on the ability to deliver the waste
transformation savings. The Directorate have been asked to identify
alternative cost savings and mitigations where possible, but it is unlikely
that the risks can be fully offset. Revised plans for the transformation of
waste and street scene are due to come back to cabinet and the impact
will be reassessed at this point. This work will also need to consider the
ongoing impact on the trade waste service and the associated financial

implications.

e) At the start of the financial year, the Council held reserves balances of
£971.4m. This includes money held for schools, but excludes reserves
ringfenced in the Housing Revenue Account. At the end of the year,
reserve balances are forecast to reduce to £891.5m. It should be noted
that of this total, only £156.2m (17.5%) is within general reserves and
balances, which is the figure available for general use. The remainder,
£735.3m (82.5%) are for specific committed purposes and do not
represent available resources. This is subject to the external audit of the
2024/25 accounts. (Section 6 refers).

f) The Council’s Collection Fund, which collects all Council Tax and
Business Rates income, and allied Section 31 Grants from Government
(often compensation to the council for reliefs given to businesses), is
currently forecasting a £8.8m surplus position for the 2024/25 and 2025/26
years. The final forecast made in January 2026 will be charged to the

General Fund for the 2026/27 financial year (Section 8 refers);

g) The Housing Revenue Account (HRA) is currently forecasting a
pressure on disrepair and litigation costs as seen last year. It is currently
forecast that there could be up to a £7.0m deficit for the 2025/26 year, and

this will be funded from the ring fenced reserve (Section 9 refers);

h) Dedicated Schools Grant (DSG) which is forecasting an overspend of
£13.2m for the year. This will be funded from a brought forward reserve of
£55.3m, reducing it to £42.1m (Section 10 refers);

i) Treasury Management forecasts, which show that, as at 30 September
2025, the Council’s total loan debt net of treasury investments remained at

£3.0bn. The current year end forecast is estimated to be £3.5bn, due to

Page 4 of 37



ltem 7

planned borrowing required primarily for the Housing Revenue Account.
(Section 11 refers). The in-year Treasury Management budget is currently
forecast to underspend by £3.8m due to delayed borrowing requirements.

(Section 11 refers).

1.3 All Councils are dealing with the impact of high inflationary pressures over the last

1.4

1.5

few years as well as ongoing increases in demand and demographic pressures,
particularly in Adults and Children’s Social Care, and Temporary Accommodation

and Homelessness.

For Birmingham City Council, as well as the inflation and demographic pressures
mentioned above, achieving the savings approved by Council on 4 March 2025 is
a key area of focus. Other key for the Council include the ongoing work to improve
the functionality of the Oracle ERP (Enterprise Resource Planning) system,
dealing with the issue of Equal Pay, and dealing with the on-going Industrial
Action.

It is now half way through the financial year, but the revenue forecast should still
be treated with caution. Therefore, it is essential that budgets continue to be tightly
managed and that timely mitigations for overspends or the non-delivery of savings
are identified.
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2 COMMISSIONERS’ REVIEW

2.1 The overall forecast position of a £13.5m overspend is manageable, however,

Commissioners are concerned about two aspects of this monitoring report.

2.2Firstly, the Council is forecasting that only 74%(£124m) of savings will be delivered,
leaving a 26% (£44m) short fall. This is an increase on the shortfall of 13% (£19m)
in 2024/5. In addition, this shortfall is only partially mitigated and many of these are
‘one off'. This means there is a likelihood that the 2026/7 savings requirement will
increase as many of these savings will be carried forward. The Council needs to
pro-actively identify ongoing savings to mitigate those savings they expect will not

be delivered on an ongoing basis.

2.3 Secondly, although the Council has a reasonable level of reserves it does face
considerable risks, not least from equal pay and the oracle reimplementation. This
report highlights that reserves are decreasing by £80m in 2025/6, in part to finance
the waste dispute. The Council must continue to monitor and control reserves
robustly. Chief Officers are fully aware of these two key issues and

Commissioners will continue to monitor them closely.
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3 RECOMMENDATIONS
That Cabinet:

3.1 Notes the Quarter 2 position, as summarised in paragraph 1.2, and detailed in this

report;

3.2 Approves that the direct costs of the waste dispute, as set out in paragraph 1.2b,
and totalling £9.6m, are met from use of strategic reserves to fund the direct

costs of the dispute to date of £9.6m.

3.3 Approves that strategic reserves are used to offset the loss of £4.4m garden waste

service funding as set out in paragraphs 1.2c.

3.4 Notes that if the industrial dispute continues there will be further costs, and the
situation will be reviewed at the Quarter 3 monitoring. There is also an impact
on the non delivery of savings for the transformation of the waste service and
non collection of other income. A report will be bought forward on the

transformation plans for the service alongside a revised financial plan.

3.5Approves the transfer of £10m from underspends in the Corporate Contingency to
strategic reserves to provide some limited capacity for urgent non funded capital

expenditure. See Section 5, paragraph 5.3.

3.6 Approves the budget virements undertaken in Quarter 1 and 2 of the 2025/26
financial year, to ensure budgets are sitting within the correct cost centres, as

described in Section 7 and Appendix 3.

3.7 Approves that outstanding individual debts of more than £25k relating to
Irrecoverable Council Tax and Housing Benefit are written off. Details of these
debts are included in Section 12 and Appendix 1. These require Cabinet

approval as per the Council’s constitution.
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4 KEY INFORMATION

Context
4.1This report provides the forecast position for 2025/26 for the General Fund, the
Collection Fund, the Housing Revenue Account, the Dedicated Schools Grant,

and Treasury Management as at 30 September 2025.

Proposal and Reasons for Recommendations
4.2 Cabinet is asked to note the forecast position. Cabinet is also asked to approve the
proposed uses of and contributions to Reserves and the writing off of debts that

are irrecoverable.

Other Options Considered
4.3 Directors have a responsibility to deliver within their agreed action and are
committed to considering all the options available to them to deliver services

within the budget set.
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5 GENERAL FUND FORECAST REVENUE BUDGET OUTTURN FOR 2025/26

5.1 The forecast, as made at Quarter Two, for the General Fund revenue budget shows
a forecast overspend of £13.4m against the General Fund Net Expenditure

budget, as shown in Table 1 below. This is due to:

5.2£13.5m overspend across Directorates (1.1% of total budgeted Directorate Net

Expenditure) after the recommended transfer to reserves.

5.3£10.0m projected underspend on Corporate budgets which is recommended to
transfer to Strategic Reserve from Corporate underspends to provide some limited

investment capacity for non funded urgent capital items.

5.4 1t should be noted that the budget includes £11m of Exceptional Financial Support
and without this the deficit would be £24.4m.

Page 9 of 37



Table 1: Summary of General Fund Forecast
Table 1: Summary of forecast for the 2025/ 26 Financial Year

Variation -

Original Base Current Forecast Over/
Budget for budgetfor  Outtumfor  (Under)

Directorate 25/26 25/26 25/26 spend
£000 £000 £000 £000
Adult Social Care and Health 526,418 513,784 504,448 (9,336)
Children & Families 398,365 395,397 402,655 7,258
City Operations 247,230 239,263 254,620 15,357
City Housing 37,617 34,887 35,920 1,033
Place, Prosperity and Sustainability 16,982 10,736 7,952 (2,784)
Finance 13,524 19,417 18,141 (1,276)
HR, Organisational Development and Transformation 12,674 3,874 7,283 3,409
Strategy, Insight and Governance Directorate 14,959 14,876 14,672 (204)
Total Directorate Net Expenditure 1,267,769 1,232,233 1,245,690 13,457
Corporately Managed Budgets (225,163) (189,627) (199,661)| (10,034)
Total General Fund Net Expenditure 1,042,606 1,042,606 1,046,030 3,423
Contribution to Srategic Reserve 10,000 10,000
Net Budget Overspend/ (Underspend) 1,042,606 1,042,606 1,056,030 13,423 ‘

Note: The funded net budget of £1.043bn includes the use of £11.014m of Exceptional Financial Support (EFS)
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5.5The forecast variance is broken down in more detail in Table 2, which splits out non-
delivery of savings, other expenditure or income variances and one-off mitigations

identified by service areas.
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Table 2: Summary of forecast variance

Table 2: Summary of forecast variances for the 2025/ 26 financial year

Variations Variation -
Savingsover- and One- Over/
delivery/ non- off (Under)

Directorate delivery  mitigations spend
£000 £000 £000
Adult Social Care and Health 5910 (15,246) (9,336)
Children & Families 14,046 (6,788) 7,258
City Operations 11,595 3,762 15,357
City Housing 4,300 (3,267) 1,033
Place, Prosperity and Sustainability 0 (2,784) (2,784)
Finance 2,373 (3,649) (1,276)
HR, Organisational Development and Transformation 5,306 (1,897) 3,409
Strategy, Insight and Governance Directorate 138 (342) (204)
Total Directorate forecast variation 43,668 (30,211) 13,457
Corporately Managed Budgets 0 (10,034)] (10,034)
Contribution to Strategic Reserve 0 10,000 10,000
Net Budget Overspend/ (Underspend) 43,668 (30,245) 13,423
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5.6 Paragraphs 5.7 to 5.15 provide reasons for the variations above:

5.7 Adult Social Care and Health — £9.3m net forecast underspend, the key reasons

are:

a) Commissioning Division (£2.0m) underspend. This is mainly due to a one-
off saving (£1.4m) against the Vulnerable Adults Domestic Abuse contracts
which are being funded by the Domestic Abuse grant for 2025/26. There are
also vacancies (£0.6m) where recruitment is ongoing for essential posts. All
31 party budgets have been rebased to current contract values, and no other
underspends are anticipated on these. All savings have been reprofiled and

are anticipated to be achieved within this variation.

b) Community & Operational Services Division (£4.6m) underspend.
(£4.8m) of this underspend relates to employees where the service is
encountering difficulties recruiting and retaining Social Worker roles. A Reset
25 programme of work started earlier this year which aims to recruit current
agency staff into permanent roles, and costs associated with this have been
factored into the overall forecast underspend. Savings linked to operational
turnover rates and efficiencies within operational teams are on track to deliver
and have been reflected in this variation. There are also £0.2m of other minor
variations across supplies and services and further efficiency savings are
expected in 2026/27.

c) Community Services & Equality, Diversity & Inclusion (ED&I) Division
£2.9m overspend. There is a £3.9m non delivery of savings anticipated
against the Care Centres due to the complexity of saving both around
buildings, internal service provision, and the wider impact within NHS funded
services at these Centres. A further public consultation has concluded and a
report on the proposed future use of the Care Centres was presented to
Cabinet in September 2025. This will result in delays in the delivery of the
saving which is anticipated to be fully realised over the next two years.
Mitigations for this are from wider Directorate underspends for 2025/26 and
use of specific grant that has been earmarked for this purpose in 2026/27.
There is also a pressure against the Enablement Saving of £1.3m, also linked
to the complexity of the saving and agreed closure of the service. It is

anticipated this saving will be fully realised by 2026/27. As with the Care
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Centres saving mitigations for this are from wider Directorate underspends for
2025/26, together with held vacancies for the first half of 2025/26 against Day
Centres. Staffimpacted from the closure of the Enablement Service are being
offered roles within Day Centres and this is expected to be concluded by
October 2025.

d) Packages of Care Division (£5.9m) underspend. The underspend brought
forward from 2024/25 is anticipated to continue into 2025/26 and future
demand forecasts have been adjusted to reflect this. The Division has a
challenging savings target for 2025/26, and the current forecast underspend
does assume these savings will be fully realised and that demand for Social

Care services will be managed within existing resources.

e) Early Intervention and Prevention £0.5m overspend. This is mainly linked
to the partial non-delivery of savings relating to the Library Service of £0.6m.
Delays with the Library investment and transformation programme have
impacted both the deliverability of new income streams and delayed the
staffing selection process. There is also a (£0.1m) net underspend relating to
premises, including a pressure of £0.1m for a closed building in the Adult
Education Service and underspends elsewhere with the rephasing of planned

premises works.
5.8 Children & Families — £7.3m net forecast overspend, the key reasons are:

a) Performance and Commissioning Division — forecast £3.9m overspend. This
includes the non delivery of the £8.3m saving relating to additional funding
that it was understood the Department for Education (DfE) would provide to
meet inflation costs for the Schools’ PFI/BSF contracts. This is partly
mitigated through a one-off £2.5m draw down from the Schools PFI/BSF
reserve in 2025/26 and forecast underspends totalling £1.9m against
supplies and services, and staffing budgets within the Performance and
Commissioning Division. Negotiations are currently continuing with the DfE.
However, if this is not resolved the non-delivery of this saving will create an
on-going budget pressure which will need to be addressed as part of the
budget process.

b) Children’s Travel Service — forecast £5.7m overspend. This is partly due to

the delay in implementing the previously proposed changes to the Travel
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Assistants Service, whilst discussions continue with Unions on the proposals.
It is expected that this will be delivered in 2026/27. Additionally, there are
budget pressures on the travel providers budget based on likely increases in
price and demand. Work is being completed to map the trend of actual
expenditure and the new academic year’s demand from September 2025
against the budget and savings delivery plans. Further work will also be
carried out to identify in-year mitigation measures.

c) There are forecast underspends against the other Divisions’ staffing budgets
due to delays in recruitment to some vacant posts following recent service
restructures. These underspends total £1.7m.

d) The Birmingham Children’s Trust (BCT) is also forecasting an underspend of
£0.7m.

5.9City Operations — £15.4m net forecast overspend.
5.10 Of the City Operations overspend, £1.1m relates to:

a) An estimated in year pressure of £1.5m on staffing within Street Cleansing
resulting from the requirement to provide cover for annual leave, sickness

leave and training,.

b) There is a net forecast slippage on the delivery of three savings totalling
£0.2m.

c) Highways is reporting a saving of £0.5m. This saving is attributable to
vacancy management, the recruitment process to posts being delayed until
the latter part of the financial year. The main financial risk continues to be
the PFI position — Judicial Review ruled in favour of the Council with a

decision now awaited from the Government on the future of PFI.

d) Neighbourhoods Division is reporting a saving of £0.1m, primarily due to

vacancy management and control of supplies and services spend.

5.11 Of the City Operations overspend, £14.2m relates to the waste service, as set out

below.

a) Income is anticipated to underachieve by £3.5m., this includes income loss
from Bulky Waste and Commercial Waste. This is after the unachievable

income of £4.4m for green waste is recommended to be met from reserves.
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Residents have been reimbursed the payments for the garden waste service

and it is unlikely that the service will be resumed within this financial year.

b) The one off and direct costs of the industrial dispute to date total £9.6m. As
at the end of quarter two, the waste collection industrial action continues five
days a week. The Council has incurred a significant level of one-off response
and clear up costs. These costs include street cleansing, the extension of
opening hours of Mobile Household Waste and Recycling Centres, security
costs and additional support to address the accumulation of refuse across
the city. A proportion of this is offset by the reduction in staff costs for staff
undertaking industrial action who paid by their union. Again it is
recommended that these costs are met from strategic reserves and they are
therefore not included in the overspend figure. The position will be reviewed

again as part of the Quarter 3 monitoring.

c) The council has had to delay the delivery of the transformation of the Street
Scene services, with only a portion of these savings deemed to be
deliverable within 2025/26. The Street Scene savings non-delivery, after
mitigation is forecast at £10.7m. A separate Transformation Board has been
established and a report will be bought forward on the transformation plans

for the service alongside a revised financial plan.
5.12 Finance Directorate - £1.3m net underspend.

a) The Oracle Brindley programme is forecasting an underspend of £0.8m
through reduced contractor costs. The programme budget is £28.9m which
includes the £6.6m brought-forward balance from 2024/25, of which a
planned £3m carry-forward into 2026/27. The 2025/26 budget includes £8.7m
for licences and consultancy support to the current Oracle System, and the
balance is made up of staffing and agency costs supporting the programme.
In addition, Digital Technology Services are forecasting a £0.5m underspend,

reflecting delays in recruiting to vacant roles.
5.13 Human Resources, Organisational Development and Transformation

a) The directorate are forecasting a £3.4m overspend. This is largely due to the
non delivery of savings #279 and #280 for Business Support Consolidation —

Job Evaluation Questionnaire (JEQ) opportunities (£0.4m) and Customer
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Contact Consolidation (£3.0m) which are rated as Red. Planned further
consolidation of Customer Contact and Business Support has been delayed
and will not be fully delivered this year. Alternative plans now need to be

developed.

5.14 Strategy, Insight and Governance— £0.2m net underspend. Legal Services Staff
savings faces £0.1m slippage in 2025/26 but this will be mitigated through vacancy

management.

5.15 Place, Prosperity & Sustainability — forecast net underspend of £2.8m ,. The

main variations include:

a) The interim management of Perry Barr Residential Scheme properties until
full disposal is forecast to cost £0.9m in 2025/26 (a reduction of £0.350m
from Quarter 1) in 2025/26.

b) The ongoing interim management of Lancaster Circus (a former Central
Administration Building) is now forecast to cost £1.6m in 2025/26. Work is
ongoing to reduce these costs.

c) Commercial rent over-recovery of £6.8m. The rent budget was reduced in
2024/25 anticipating the impact of property disposals to meet the Council’s
capital receipts target. However, the priority to date has been the disposal of
high value, low rental income disposals which have not had a significant
impact yet on rental income received.

d) Planning Application income shortfall of £1.5m against budget of £5.01m.
The levels of income are substantially lower when compared to this time last
year. This income is difficult to forecast due to the uncertain timing of large

applications, but there is a risk that this trend will continue.

5.16 City Housing — forecast net overspend £1.0m
a) The Housing Solutions Service is delivering all but one of its £18.1m savings
plans, however Private Sector Lease properties are to move across to a new
10 year plus one contract, which would become cost neutral to the general
fund as the properties move across to the HRA. This is due to generate a
budget saving of £4.3m. Delays in getting the contracts completed with the
landlords has meant that this, along with minor variations to the mix of TA

usage, creates a pressure of £4.7m for the year end.
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b) The latest forecasting model is reporting the current level of bed and
breakfast (including annexes) as 1,555 placements and is expecting to
reduce to 1,333 placements by the year end. This is in line with the measures
to reduce the demand for bed and breakfast as part of the business plan, and
the planned work to reduce voids. Further mitigations include restricting
spend on planned new initiatives from the Temporary Accommodation
Strategy budget and maximising use of grant funding, of £3.7m, there is a net
pressure of £1.0m.

c) The temporary accommodation budget is predicated on a voids turnaround of
6% for dispersed and 8% for hostels properties. The current level for
dispersed is 10% due to issues including delays in completing void repairs
and the increase in secure tenancies in Perry Barr and the time taken to re-
let. This means there are fewer dispersed and hostel placements available
which has led to an increased use of bed and breakfast placements. The
forecast assumes this is back on track by October 2025. If this cannot be

achieved there is a +£2m risk to the budget position.

5.17 Corporate Budgets £10.0m net forecast underspend, this is due to:

a) There is a forecast underspend of £1.0m on the Transport Levy paid to the
West Midlands Combined Authority, due to late notice of the anticipated
Levy;

b) There is a forecast underspend of £3.8m on Treasury Management budgets.
This is mainly due to investment income being higher than planned as
treasury investment balances remain elevated from capital receipts and
delayed borrowing. The current forecast may change based on the timing of
the Council’s planned borrowing during a volatile interest rate environment.

c) Following the agreement of the 2025/26 Pay Award, the Council is
forecasting an underspend on the inflation contingency of £7.8m. The latest
Pay Rates will be taken into account when setting the 2026/27 budget.

d) There is a £12.6m pressure against the Other Long Term Liabilities budget.
This is largely due to the historic incorrect treatment of Minimum Revenue
Provision (MRP) for PFI contracts which is being addressed as part of the
2026/27 budget process.
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e) It has been identified that £10.0m of the Capitalisation Contingency of
£30.0m is unlikely to be required in 2025/26. It is planned to transfer this to
the Strategic Reserve to provide some limited investment capacity for non

funded urgent capital items.
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2025/26 Savings Programme

5.18

5.19

5.20

5.21

5.22

The Council is tracking delivery of £167.5m savings in 2025/26. £148.9m was
approved as part of the 2025/26 general fund budget and £18.6m relates to

savings from 2024/25 that need to be delivered on a recurring basis.

Table 3 below shows the latest forecast by directorate and includes a summary
of key variances and how they are being managed. As at the end of August
approximately 74% (£123.8m) of savings are forecast to be delivered in year

with 26% (£43.7m) carrying some risk of slippage/non-delivery.

Mitigation options have already been identified for nearly half the amount
currently at risk (£20.8m) and these include holding vacancies, reduce third
party spend and other spend reduction measures from with relevant

directorates budgets.

However, the impact of the industrial action on savings within City Operations,
pressures on the transport budget in Children’s & Families and cross cutting
customer contact consolidation savings present budget risks that will require

further work or corporate mitigation.

Delivery of savings continue to be monitored on a monthly basis through an
established assurance process and risks to delivery are being actively managed

through that process.
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Table 3: Forecast Savings as at Quarter 2

Directorate 2025/26 2025/26 Variance| Mitigation| Variance
Target Forecast (£'000s)| (£'000s)| (£'000s)
(£'000s) (£'000s)

Adult Social Care & Health 46,851| 40,941 5,910 (5,910) 0| The target of £3.921m associated with Savings #126 -Review of care centre model will not be realised in 25/26 but the
new delivery model now agreed should be in place to deliver additional income in 26/27. Implementaion of savings #131
Review of Enablement &#193 Transformation of NAIS& Community Libraries have been delayed but are expected
deliver their full targets in 26/27. The slippage across these three projects will be mitigated through wider directorate
budgets underspends.

Children & Families 47,624 33,578 14,046 (6,788) 7,258| Savings #377 - PFI/BSF Funding (£8.3m) remains at high risk as conversations about securingthe additional DfE
funding continue with no resolution. Currently £4.4m of the slippage can be mitigated through directorate underspends
leavinga balance of £3.9m overspend.

Cost associated with Children's Transport Services appear to be increasingand thus a number of linked savings (# 93,
150 & 151) are at risk of slippage (£5.7m). £2.3m of this is currently mitigated through directorate underspend leavinga
balance of £3.4m overspend.

City Housing 18,200 13,900 4,300 (3,300) 1,000| Take up of 10+ year leases on PSL properties used to supply Temporary Accomodation is lower than anticipated with
only£0.6m of the £4.3m target forecast to be realised in 25/26. £3.3m of the £3.7m slippage is currently mitigated
through grant and TAstrategy budgets.

City Operations 25877| 14,282 11,595 (435)] 11,160 Anumber of savings in Sreet Scene cannot be progressed due to the ongoingindustrial action in Waste Services and
this presents a budget pressure in 2025/26.

Finance 10,163 7,790 2,373 (2,373) 0|#275 - DTSstaff restructure will be concluded part way through the year resultingin potential slippage of £0.600m. #354
- Additional DTScontract savings target of £1m s also flagged as at risk but is expected to be mitigated.#177 - DTS
Licence savings of £0.150mis unlikely to be delivered due to anincrease in request for new licences but this is
expected to be mitigated through reduced contract spend.

#216 -Debt management project is expected to deliver £0.623m of its £1.823m target through one off debt recoveryin
25/26.

HR Organisational Development 10,723 5,417 5,306 (1,897) 3,409| The customer contact consolidation savings of £3.409m (projects #279 & 280) are no longer deliverable and the target

and Transformation is beingrecommended for write off through the 26/27 budget process. The 25/26 budget impact is currently not
mitigated and presents an overspend risk. Sippage of £1.897m s also forecast across seven other DCSprojects but
this will be mitigated through directorate budgets.

PPS 5,194 5,194 0 0 0| The directorate savings target is expected to be deliveredin year.

Strategy, Insight and Governance 2,842 2,704 138 (138) 0|#387 - Legal Services Staff savings faces £0.138m slippage in 25/26 but this will be mitigated through vacancy
management.

Total 167,474| 123,806| 43,668 (20,841)] 22,827

2025/26 Savings 148,904| 113,492 35,412| (15,535)| 19,877

Savings B/F from 2024/25 18,570, 10,314 8,256|  (5,306) 2,950
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6 FORECAST RESERVES POSITION TO 315T MARCH 26

6.1 Please note that this section does not include the impact of the Council’s potential
Equal Pay liabilities which, once recognised, will be capitalised and met through the

sale of assets as part of the Council’s EFS arrangements.
6.2 The Council’s reserves comprise the following:
a) General Reserves and Balances — these include:

e General Fund Balances — a corporate contingency to cushion the impact

of unexpected events or emergencies.

»_The Strategic Reserve: a contingency for unexpected events or
emergencies and budget risks. This reserve was created at the end of
2023/24 by amalgamating the Financial Resilience Reserve, the Delivery
Plan Reserve, the Budget Smoothing Reserve and other corporate

reserves deemed not required.

b) Other Corporate Reserves — these relate to specific earmarked reserves to
cover planned overspends (e.g. due to timing differences) or corporate

responsibilities (e.g. cyclical maintenance).

c) Grant reserves — usually held to ensure that grant funding is used for the
statutory purpose it was intended or where the grant is used over more than

one financial year.

d) Other Earmarked Reserves — earmarked for planned future revenue and
capital expenditure across Directorates. These reserves are regularly
reviewed and any balances not required will be transferred to the Strategic

Reserve

e) Schools and non-Schools DSG — these are schools’ own reserves and
balances to cover statutory activities covered by the DSG. These reserves are

not available for use by the Council.



6.3

6.4
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To access reserves, any request will have to be formally approved by the
Section 151 Officer and approved at Cabinet unless the use is already

planned as part of the 2025/26 budget process.

The proposed movements in reserves in the 2025/26 financial year are:
a) Budgeted net use of reserves: £43.2m — these have been approved as part

of the budget setting process

b) Proposed unbudgeted net use of reserves: £36.8m — Cabinet is asked to

approve the uses of and contributions to reserves as set out in Table 4
overleaf. This includes the use of £9.6m of the Strategic Reserve to
fund direct costs of Industrial Action up to the end of August, and use
of £4.4m of the Strategic Reserve to fund the loss of Green Waste

Income.
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Table 4 - Proposed (Uses of)/Contributions to Reserves
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Proposed

Unbudgeted

(use)/ contribution

Directorate Reserve Name £000s
Strategic Reserve-contribution to provide some limited investment capacity for

Corporate non funded urgent capital items 10,000
Corporate Strategic Reserve-tofund direct costs related to Industrial Action (9,607)
Corporate Strategic Reserve-to fund Green Waste income loss related to Industrial Action (4,420)
Total Strategic Reserve (4,027)
Corporate Contribution to Section 31 Grant Reserve 848
Total Other Corporate Reserves 8438
Adults Social Care Directorate Community Discharge Grant (75)
Adults Social Care Directorate Communities for Afghan 234
Adults Social Care Directorate Public Health - Workplace CVD Checks (13)
Children and Families Directorate |LACES (159)
Children and Families Directorate |Lozells Youth Provision (37)
Children and Families Directorate |Virtual School Head Extension Grant (31)
Children and Families Directorate |Section 31 Grant Post 16 PP+ DFE pilot (624)
Children and Families Directorate |Family Hubs (Non Ringfenced Grant) (106)
Children and Families Directorate |Virtual School ESFANatonal Tutoring Programme (128)
Children and Families Directorate |Virtual School Pupil Premimum Plus Grant (291)
Children and Families Directorate |Early Years Financial Incentive/ Childcare Delivery Programme (28)
Children and Families Directorate |Early Years Wraparound Grant (4,052)
Children and Families Directorate |Early Years Teachers Pay Additional Grant (134)
Children and Families Directorate |Previously Looked After Child (PLAC) Grant (73)
Children and Families Directorate |Section 106 Grant Reserves (2,189)
City Housing Directorate MHCLG Grant Supported Housing Oversight Pilot (682)
City Housing Directorate Gambling Commission (74)
City Housing Directorate Housing First (299)
City Housing Directorate ECO Energy Hficiency Measures (251)
City Housing Directorate Rough Seeper Winter Pressures (1,233)
Finance & Digital Local Digital Fund Round 5 (55)
Finance & Digital WM TEC Programme (40)
Total Grant Reserves (10,342)
Children and Families Directorate |Education PFl Reserve (2,498)
Children and Families Directorate |Wellbeing Grant for Educational Psychology Servive. (50)
Children and Families Directorate | Travel to Succeed (32)
Children and Families Directorate | Delivering Better Value Programme (809)
Children and Families Directorate |SEND Inspection Readiness (1,500)
Finance & Digital CWGLegacy Portfolio (70)
Finance & Digital Alexander Stadium Transport Mall (86)
Places, Prosperity & Sustainability [ CAZProjects (5,000)
Total Earmarked Reserves (10,046)
Children and Families Directorate |Funding of forecast DSGoverspend (13,187)
Total DSGReserve (13,187)
Grand Total Proposed unbudgeted (uses)/ contributions (36,753)
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Table 5 — Summary of Forecast Reserves as at 31 March 2026

The table below shows the impact on the overall reserves position.

Balance asat |Budgeted g::;;se d E:'I:':z:tas at
g;:tsmarch fmfoi‘;"t (Use)/ Cont | 31st March
ributions |2026

Reserves £'000s| £'000s| £'000s £'000s
Corporate General Fund Balance 57,546 (5,416) 0 52,130
Strategic Reserve 119,689 | (11,630)| (4,027) 104,032
General Reserves and Balances 177,235| (17,046) (4,027) 156,162
Other Corporate Reserves 97,804 8,615 849 107,268
Sub total Corporate Reserves and Balances 275,039 (8,430)] (3,178) 263,430
Grant 389,509 | (31,262)| (10,342) 347,905
Earmarked 160,911 (3,502)| (10,046) 147,363
Sub total Directorate Reserves 550,420 (34,764)| (20,387) 495,268
Schools 90,694 0 0 90,694
Non Schools DSG 55,253 0| (13,187) 42,066
Subtotal Schools and Non Schools DSG 145,947 0 (13,187) 132,760
Grand total 971,406 | (43,195)| (36,753) 891,458
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Note that the opening balance of £971.4m is less than the closing balance for 2024/25 of £977.1m, as

reported in the Provisional Outturn of 2024/25. This relates to adjustments made during the 2024/25

Final Accounts process, including a reduction of £11.7m related to the HRA, offset by an increase in

Schools Balances of £4.1m.
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7  2025/26 GENERAL FUND BUDGET VIREMENTS

7.1 As per the Council’s constitution, budget virements need to be approved by
Cabinet if the value exceeds £500k and, in some cases, including re-
allocation between Directorates, if the value exceeds £200k. This report
summarises all of the budget virements made in the first two quarters of the
2025/26 financial year.

7.2 These virements are required to ensure that budget allocations are set against
the correct cost centres and forms part of the data cleansing work required to
support the Brindley programme. Details of the budget virements proposed to
be approved by Cabinet are laid out in Appendix 3. Further detail can be

provided to Cabinet members on request.
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8 COLLECTION FUND FORECAST REVENUE BUDGET OUTTURN FOR
2025/26

8.1 The Collection Fund accounts for the collection of Council Tax and Business
Rates (also known as National Non-Domestic Rates (NNDR)) and the

distribution of sums received to relevant authorities.

8.2 At budget-setting each year, the Council reviews the most recent financial year
outturn (in this case 2024/25) as compared to the forecast at the previous
year’s budget setting, and the in-year performance for 2025/26. Any surplus or

deficit is applied to the General Fund in the following financial year.

8.3 At the end of 2024/25, there was a total surplus of £10.4m, broken down by
£4.2m deterioration for Council Tax and a £11.3m improvement for Business
Rates, and an improvement of £3.3m of Section 31 Grants related to Business
Rates. For 2025/26, at Quarter Two, it is forecast that there will be an in year
deficit of £2.2m. The combined position is a forecast £8.2m surplus to be
charged to the General Fund in 2026/27.

8.4 The Council has engaged a specialist consultancy, LG Futures, to assist with the

preparation of the Collection Fund outturn and forecasts.

Council Tax

8.5The forecast in year surplus is £2.873m, of which the Council’s share is
£2.5m. This is largely driven by lower level of reliefs and discounts being

awarded than assumed in the budget.



Table 6: Council Tax Forecast Outturn

Table 5: Council Tax Forecast Outtumn for the 2025/ 26 financial year

ltem 7

(Surplus) / Forecast Total

Deficitfrom ForecastinYear (Surplus)/

2024/25  (Surplus)/ Deficit  Deficit

£'000 £000 £'000
Council 4,245 (2,476) 1,769
Police & Crime Commissioner 503 (294) 210
Fire & Rescue Authority 176 (103) 73
Total Collection Fund 4,924 (2,873) 2,052

Business Rates

8.6 For Business Rates, the forecast in year deficit for the Council’s share is £5.5m,

as shown in Table 6 below:

Table 7: Business Rates Forecast Outturn

Table 6: Business Rates Forecast Outturn for the 2025/ 26 financial year

Forecastin  Forecast
(Surplus) / Year Total
Deficitfrom (Surplus)/ (Surplus)/
2024/25 Deficit Deficit
£000 £000 £000
Central Government (16) 0 (16)
Fire (1%) (115) 55 (59)
Birmingham City Council (99%) (11,333) 5,477 (5,856)
Total Collection Fund (11,464) 5,532 (5,932)

8.7 The deficit is largely driven by £3.7m reduction in gross rates compared to the

budgeted position, and a £3.5m in prior year adjustments to the gross rates

position, due to continuing high levels of appeals approved by the Valuation
Office Agency (VOA). This is partially offset by reliefs being £0.3m lower than

budget and other surplus variations of £1.3m.

8.8 There is also a small surplus in S31 Business Rates grant income. Whilst the

income forecast from the Government is forecast to be £2.0m less than

budgeted, the amount that the Council is expecting to pay over to the

Enterprise Zone is £2.8m less than the budget.
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9 HOUSING REVENUE ACCOUNT FORECAST FOR 2025/26

9.1The HRA is currently forecasting a deficit of £7.0m which will need to be funded
from the Minimum Revenue Reserve if it cannot be mitigated in year. This is

summarised in the table below.

Table 8: Housing Revenue Account Forecast Outturn

Summary table: Housing Current Forecast Variance -
Revenue Account budget for Outturn {U?::r:
Directorate 25/26 25/26
Spend
£'000 £'000 £'000
Revenue Repairs 113,410 123,332[ 9,922
Management 98,566 102,902 4,336
Bad Debt 2,578 1,661 (917)
Capital Financing 99,711 57,895 (1,816)
Capital Programme Funding 65, 866 65,866 0
Financing 128,155 125,422' (2,733)
Rental Income (332,775) (334,008) (1,233)
Non-Rental Income (7,356) (10,644) (3,288)
Income (340,131) (344,652) (4,521)
Total Directorate 0 7,004 7,004

Variances
The main variations are as follows:

9.2 The forecast revenue spend on repairs has increased to £123.3m, creating a
£9.9m overspend. This is due to the high demand across repairs and
disrepairs and litigation claims. The is in line with 2024/25 spend levels and is
expected to continue until the investment in improving the condition of the

housing stock starts to make an impact.
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9.3 The Management forecast includes an overspend against recharges of £4.0m,
relating to the HRA share of Oracle and Equal Pay programme costs,

anticipated to be removed in future years due to programme completing.

9.4 Bad debt provision is exceeding its savings target, delivering a further £0.9m due

to successful current tenant collection performance

9.5 There is a modelled £1.8m underspend against the borrowing costs of the capital
programme, due to intended use of 1-4-1 Right to Buy (RTB) reserves to fund

development and acquisitions programmes.

9.6 Rental income is £1.2m higher than budgeted due to the impact of ongoing asset
rationalisation, including void time improvements and property acquisitions.
Further improvements over the remainder of the year are included in the
forecast, but are dependent on a further improvement in void turnaround time,
and continued application of acquisitions to rent to increase income generation.

This will be kept under careful review.

9.7 The Non-Rental income contains the Leaseholder charges, these are c.£1m
above the budgeted level, and notional interest on balances held is forecasting

an over recovery of £2.2m.

Savings on HRA funded resources

Forecast
25_;26 for Variance Status
S?:'r;gej delivery for25/26  (RAG)
in 25/26
Asset Rationalisation 2000 2000 0
Vacancy factor @5% 1790 1790 0
Housing Management Redesign 2050 2050 0
Debt Management 2600 2600 0
Strategy & Enabling Redesign 350 350 0
Total Savings 8790 8790 0
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Four of the five HRA savings are on track for delivery, this is £6.790m (77%) of the
£8.790m savings in 25/26.

The Asset Rationalisation saving, is reporting a slight elevation in the void rate and
this is suggesting a risk to achieving the target saving of £2m and this is shown as

amber in the table above. The service will mitigate this if it materialises through the

vacancy factor saving, with vacancy levels currently running at c10%.
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10 DEDICATED SCHOOLS GRANT (DSG) FORECAST FOR 2025/26

10.1 The DSG forecast outturn for 2025/26 is £853.3m, a favourable movement of

£0.4m from quarter 1. The forecast in year overspend will be funded from a

brought forward reserve of £55.3m reducing it to £42.1m. The breakdown by
DSG block is set out in the table below:

Table 9: DSG Forecast for Q2 2025/26

Forecast Forecast Forecast
DSG B/f | Budget 2025/26 | Outturn Variance Cumulative
2025/26 Reserve
£000 £000 £000 £000 £000
Schools Block 2577 388116 | 390,491 2.375 202
Central Schools 1,298 9,054 9,054 0 1,208
Services Block
gllggkNeeds 42,583 268248 | 279421 11,173 31,410
Early Years 8,796 174731 | 174,370 (361) 9,157
Block
Total 55 254 840,150 | 853,336 13,187 42,067

Schools Block

10.2 The Schools’ Block remains overspent by £2.4m. This is a planned overspend

and will be funded from the schools block brought forward reserve of £2.6m

reducing the cumulative reserve to £0.2m at 31/03/2026.

Central Schools Services Block (CSSB)

10.3 A balanced position is forecast. A review of the admissions service continues

and the outcome of the review and any increase in costs will be reported in

future periods and funded from the brought forward reserve respectively.

High Needs Block

10.4 The High Needs Block (HNB) of the DSG is currently projected to overspend by
£11.1m, a decrease of £0.4m from Quarter 1, against a budget of £268.2m.

10.5 Now the Summer intakes have been confirmed the SENAR Team have
reviewed the September 2025 cohorts which has resulted in a £0.4m reduction

in the overspend. The main changes are as follows;
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a) £0.1m increase in Special Schools

b) £0.7m increase in Mainstream

c) £1.1m reduction in Resource Base

d) £0.1m reduction in Alternative Provision

10.6 The forecast overspend in the HNB will be funded from the brought forward

reserve of £42.6m reducing it to £31.4m.
Early Years Block

10.7 An in-year underspend of £0.4m is forecast due to vacancies in the central

team.
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11 TREASURY MANAGEMENT

11.1 As at 30th September, the Council’s total loan debt, net of treasury investments,
stood at £3,018.4m. The current year end forecast is estimated to be £3,458.1m,
due to planned borrowing required primarily for the Housing Revenue Account.
The Council has held higher cash balances from capital receipts since the
previous year meaning that it has been able to delay external borrowing whilst

interest rates remain volatile.

11.2 The Council’s treasury investments held at 30th September 2025 were £337.3m.
As per the Treasury Management Strategy, the Council had already planned for a
higher treasury investment balance to meet any unexpected cash requirements.
Treasury investment balances are further elevated due to the capital receipts

received from Council asset sales.

11.3 The in-year Treasury Management budget is forecast to underspend by £3.8m.
This is mainly due to investment income being higher than planned as treasury
investment balances remain elevated from capital receipts and the delay in
borrowing. The current forecast may change based on the timing of the Council’s

planned borrowing during a volatile interest rate environment.
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12 WRITE OFFS - IRRECOVERABLE COUNCIL TAX, HOUSING BENEFIT, AND
RENTS

12.1 Each Quarter, the Council reviews existing debts from Council Tax and Business
Rates, Housing Benefit, Rent, and Sundry Debts. In a small number of cases, the
decision is made to write off these debts, based on the likelihood of recovery. The

write off process is:

a) To write off any debts under £10k, approval is sought from the Assistant
Director of Financial Strategy and Deputy Section 151 Officer;

b) To write off any debts between £10k and £25k, approval is sought from

the Interim Director of Finance and Section 151 Officer;

c) To write off any debts of more than £25k, Cabinet approval is sought (in
this paper); and

d) In recognition of the Council’s current spending controls, these requests
have been approved by the Section 151 Officer Spend Control Board prior
to coming to Cabinet.

12.2 The schedule at Appendix 1, summarises debts recommended to Cabinet for
write-off of over £0.025m for Quarter One and Two of the 2025/26 financial year.
These include £0.522m for Council Tax and £0.029m for Housing Benefit. No

write offs are requested for Business Rates, Rent, or Sundry Debts in this report.

12.3 The schedule at Appendix 1, also summarises debts that were written off by

officers within delegated financial limits, for information.
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IMPACT AND IMPLICATIONS

Finance
The detailed financial implications have been covered throughout the report.
Legal

A local authority is required under the Local Government Finance Act 1992 to

produce a balanced budget.
Equalities

There are no specific equalities implications arising from this report. Any

equalities implications will be identified as specific budgets are developed.
Procurement

There are no procurement issues arising directly from the contents of this
report. Any procurement implications will be identified as specific budgets are

developed.
People Services

There are no specific human resources implications arising from this report. Any

Human resource implication will be identified as specific budgets are developed.
Climate Change, Nature and Net Zero

There are no specific climate change, nature and net zero implications arising
from this report. Any climate change, nature and net zero implications will be

identified as specific budgets are developed.
Corporate Parenting

There are no specific corporate parenting implications arising from this report.
Any corporate parenting implications will be identified as specific budgets are

developed.
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14 RISK MANAGEMENT

14.1 The monitoring of the Council’s budget and the identification of actions to address
issues arising, as set out in this report, are part of the Council’s arrangements for

the management of financial issues.

15 CONSULTATION

15.1 This report has been written in consultation with Finance Business Partners and
members of Corporate Leadership Team to confirm commentary for their

respective elements of this forecast.

16 MEMBER ENGAGEMENT
Overview and Scrutiny

16.1 Overview and Scrutiny are being engaged as part of the 2025/26 monitoring
process, and as such this report will be considered in future Overview & Scrutiny

meetings.

17 APPENDICES

17.1 Appendix 1: Debt Write-offs

17.2 Appendix 2.1 to 2.2: Treasury Management Dashboard
17.3 Appendix 2.3: Debt and Prudential Indicators

17.4 Appendix 3: Virements Summary by Directorate and Virements by Directorate —

detail

18 BACKGROUND PAPERS
18.1 City Council Financial Plan 2025/26 approved at Council 4 March 2025

18.2 Quarter One Financial Monitoring Report approved by Cabinet 22 July 2025
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APPENDIX 1 — WRITE OFFS - IRRECOVERABLE COUNCIL TAX, HOUSING
BENEFIT, AND RENT

1 Irrecoverable Council Tax All Council Tax is due and payable. However, there
are certain instances where the amount of the bill needs to be either written off
or reduced (e.g. where people have absconded, have died, have become
insolvent or it is uneconomical to recover the debt).

1.1 Once an account has been written off, if the debtor becomes known to the

Revenues Service at a later date, then the previously written off amount will be
reinstated and pursued.

1.2 In recognition of the Council’s current spending controls, these requests have
been approved by the Section 151 Officer Spend Control Board prior to coming
to Cabinet.

1.3 Cabinet are requested to approve the writing off of Council Tax debts totalling
£522,273.32 to the Council which are greater than £0.025m, as detailed in
Table 2. Further information in respect of these is shown in paragraphs 1.5 to
1.8

1.4 In 2025/26, from 1 April 2025 to 31 August 2025, further items falling under this
description in relation to Council Tax have been written off under delegated
authority. Table 1 below details the total approved gross value of these
amounts written off of £1,880,999.86 for Council Tax which Members are
asked to note.

Further information relating regarding the write off of Council Tax Debts above
£0.025m

Total Debt £ £522,273.32 relates to 4 Companies

1.5 Company 1: 5 Properties - Total Council Tax Debt £67,630.20. Company
Dissolved on 01.07.25

1.6 Company 2: 3 properties- Total Council Tax Debt £7,738.19 (there are
associated debts of £49,422.04 in respect of non-domestic rates which will be

reported separately). Company dissolved 22.04.25.
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These debts are deemed unenforceable due to the company’s dissolution under
Section 1000 of the Companies Act 2006, either as a defunct entity or by court
order under Section 900 of the same Act. While the company was operational,
the council fulfilled its statutory duties regarding collection and enforcement,
including issuing bills, reminders, final notices, summonses, and liability orders
in accordance with the Council Tax Administration and Enforcement (England)

Regulations 1992 as amended.

Once a company is dissolved, the council is legally prohibited from pursuing

further action, and the debt must therefore be written off.

In cases where a lease is held in the name of a dissolved company, the property
reverts to the Crown. If the Crown disclaims the lease as onerous, the liability
may transfer to the property owner, particularly when the tenant becomes

insolvent.

1.7 Company 3 : 113 properties- Total Council Tax Debt £407,633.32. Company
went into creditors voluntary liquidation and the insolvency practitioner

commenced winding up of the company 03.03.25.

1.8 Company 4: 10 properties — Total Council Tax Debt £39,271.61. Company
went into compulsory liquidation and the insolvency practitioner commenced

winding up of the company 04.12.24.

Once insolvency proceedings have commenced, creditors are legally barred
from taking any action to enforce or recover outstanding debts. The company
in liquidation is not solvent, and there is no realistic prospect of recovering the

amounts owed.

A company may be wound up under Section 73 of the Insolvency Act. In
instances where a company enters liquidation and a proof of debt is submitted,
a dividend may be declared and distributed to creditors. However, if the
company is defunct and lacks assets to liquidate, it may be struck off under
Section 652.

Given that these cases involve insolvent liquidations with no likelihood of
recovery, any dividends that do become payable will be processed through a
credit accounting adjustment. The Revenues Team reviewed each case
individually and has submitted a proof of debt to the Insolvency Practitioner.

Prior to insolvency all relevant statutory notices in accordance with the Council
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Tax Administration and Enforcement (England) Regulations 1992 as amended
were issued. In light of these circumstances, the only viable course of action is
to write off the debt.



Table 1: Summary Age Analysis of debts written off under delegated authority

Ao . Upto 2018/19 | 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 | 2025/26 Total
Analysis | 2017/18
£ £ £ £ £ £ £ £ £ £
.?::nc" £224,612.92|£84,634.08(£134,867.92|£184,401.27|£227,104.29(£235,531.42| £336,593.32| £354,489.58| £98,765.06| £1,880,999.86
Table 2: Write Offs of over £25,000 for cabinet approval
A . Upto 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26 |Total
analysis | 2017/18
(T:aO; neil £412.48 | £2,850.48 |1£12,101.97(£29,222.29|£53,214.95|£97,774.62|£148,933.47|£174,041.77| £3,721.29 | £522,273.32
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Table 3: Detailed Age analysis of overpayments and debts written off under delegated authority by Revenues and Benefits

Division
Up to &
Detail incl 2007/08 |[2008/09 2009/10 2010/11 2011/12 20012/13 |2013/14 2014/15 |2015/16 2016/17
2006/7
£ £ £ £ £ £ £ £ £ £ £
Council Tax written
off under delegated 37.67 281.21 2,141.63 1,130.05 5,001.68| 14,573.31|35,131.22 50,554.66 | 47,657.61
authority
Detail 2017/18 (2018/19 (2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 |TOTAL
£ £ £ £ £ £ £ £ £ £

Council Tax written
off under delegated| 68,103.88 | 84,634.08 | 134,867.92 | 184,401.27 | 227,104.29 | 235,531.42 | 336,593.32 | 354,489.58 | 98,765.06 | 1,880,999.86

authority

Table 4: Debt size analysis of overpayments and debts written off under delegated authority and those proposed to be written

off by Revenues and Benefits Division

Medium (£1,000 -
Small (<£1,000 ’
Grouped by value ( ) £5,000)
Value Cases Value Cases Value Cases Value Cases

Large (>£5,000) TOTAL

Council Tax written
off under delegated|£833,444.81| 3,118 [£1,040,844.05 771 £6,711.00 1 £1,880,999.86| 3,890

authority

Council Tax written

off under cabinet|£43,824.22 85 £478,449.10 277 £0 0 £522,273.32 362
approval over £25K

TOTAL £877,269.03| 3,203 ([£1,519,293.15] 1,048 [£6,711.00 1 £2,403,273.18| 4,252
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Irrecoverable Housing Benefit

In circumstances where Housing Benefit overpayments are identified as not being
recoverable, or where recovery is deemed uneconomic, the City Council’s Financial
Regulations and delegated powers allow for these overpayments and income to be
written off. All possible avenues must be exhausted before such write offs are
considered. Amounts already written off will still be pursued should those owing the
Council money eventually be located or return to the city.

The cost to the council of writing off these irrecoverable sums will be charged to the
City Council's provision set up for this purpose, which includes sums set aside in
previous years to meet this need. It is, therefore, the appropriate account to be
charged. There is no effect on the revenue account.

Cabinet is requested to approve the writing off of one separate Housing Benefit debt
to the Council which is greater than £25,000 totalling £0.029m. Further information
in respect of this is available on request.

In 2025/26, from 1t April to 30" June 2025, further items falling under this
description in relation to Benefit overpayments have been written off under
delegated authority. The Table below details the gross value of amounts written off,
which members are asked to note.

Table 5 Irrecoverable Housing Benefit Age Analysis

Age Analysis Over 3 to 6 years Under 3 Total
6 years years

£m £m £m £m

Benefit Overpayments 0.100 0.079 0.050 | 0.229

Total 0.100 0.079 0.050 | 0.229

Table 6 to this report gives a more detailed age analysis of overpayments and
income written off in Quarter 1, and Table 7 summarises debt written off and

proposed to be written off by value range.



Table 6: Age Analysis of Overpayments and Debts Written-off Under delegated authority by Revenues and Benefits Division

Summary 01.04.25 - 30.06.25

Detail Pre 2016 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 Total No of Debtors
Housing Benefit
debts written off
£37,054.56 £15,946.84 | £25,695.52 | £12,319.87 | £9,173.45 | £18,175.40 | £29,109.44 | £32,171.98 | £14,801.40 | £31,422.56 | £3,742.93 | £229,613.95 274
under delegated
authority
£37,054.56 £15,946.84 | £25,695.52 | £12,319.87 | £9,173.45 | £18,175.40 | £29,109.44 | £32,171.98 | £14,801.40 | £31,422.56 | £3,742.93 | £229,613.95
TOTAL
No of debts in
45 14 25 19 16 28 50 17 23 74 31 342
Age band
Table 7 Debt written off/proposed to be written off
£10,000-
Debt size < £10,000 ’ £25,000 +
’ £24,999 ’
Number of cases 271 3 1
Total value £177,245.32 |£52,368.63 £28,657.15
Page 63 of 264
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Irrecoverable Rent arrears and former arrears

All rental charges, including Use and Occupation, are due and payable. There
are certain instances where some charges need to be either written off or
reduced (e.g. where people have absconded, have died, have become

insolvent or it is uneconomical to recover the debt).

If an account case is subject to this, then consideration is given to write the debt
off subject to the requirement to consider all options to recover the debt, prior to
submitting for write off. Once an account has been written off, if the debtor
becomes known to the Rent Service at a later date, then the previously written

off amount may be reinstated and pursued dependent upon circumstances.

Table 8 shows the value of debts written off each month, and the number of

debtors.

Table 8: Rents written off in 2025/26 Quarter 1 and Quarter 2 (up to August
2025)

Number of
Rent written offin Value (£)  |debtors
Apr-25|  84,062.32 35
May-25| 36,880.93 21
Jun-25 36,809.81 20
Qul-25| 37,571.65 21
Aug-25| 5,407.57 8
Total| 200,732.28 105




APPENDIX 2.1 - TREASURY MANAGEMENT DASHBOARD

TREASURY MANAGEMENT MONITORING DASHBOARD: 30 September 2025
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value | comparator| difference
1 |Gross loan debt £m £m £m
at month end 3,356
year end Forecast (vs Budget) 3,558 3,640 -81
year end Forecast (vs Pru Limit for loan debt) 3,558 4,703 -1,145

Forecast year end debt is currently below the budgeted plan. The Forecast year end debt is well within the

prudential limit for loan debt, set for unplanned cashflow movements.

2 |short term borrowing
at month end (vs Budget)
interest rate year to date on outstanding deals (vs assumption)

119
4.19%

50
5.50%

69
-1.31%

Although higher than forecast, the current level of short term loans is still relatively low due to the reduced

availability of local authority lenders.

3 |Treasury investments
at month end (vs Budget)
interest rate year to date on outstanding deals (vs assumption)

337
4.07%

100
4.50%

237
-0.43%

The current balance remain elevated due to the uncertain timing of expected capital receipts. The Council
has a planned treasury investment balance of £100m as it may not be able to borrow quickly from the short

term market to meet any unforeseen changes in cash balances.

4 (Long term loans taken
year to date (vs Budget)
ave. interest rate obtained (vs assumption)

460
5.75%

-460
-5.75%

The Council has planned a higher level of long term borrowing this year to meet General Fund and HRA
requirements. It continues to delay planned external borrowing during a period of interest rate volatility, due

to higher cash balances received from capital receipts.

5 |Assurance

were Credit criteria complied with? yes
were investment defaults avoided? yes
was the TM Code complied with? yes
were prudential limits complied with? yes

These are key performance indicators for treasury management which in normal circumstances should all
be yes. Investment quality is kept under continual review with support from the Council's treasury advisers.
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Appendix 2.2

Treasury Management: portfolio overview
This appendix summarises the Council's loan debt and treasury management investments outstanding

this quarter last quarter

30/09/2025 30/06/2025

£m £m

PWLB 2,885.6 2,885.6
Bonds 300.1 300.1
LOBOs 51.1 51.1
Other long term - -
Salix 0.1 0.1
Short term 118.8 88.4
Gross loan debt 3,355.7 3,325.3
less treasury investments (337.3) (324.5)
Net loan debt 3,018.4 3,000.8
Budgeted year end net debt 3,539.5 3,539.5
Prudential limit (gross loan debt) 4,703.0 4,703.0

The Council's planned external borrowing has been temporarily delayed due to higher cash balances from

capital receipts.

Treasury investments by source
£m
UK Government 0.0
Local Government 109.0
Money Market Funds 221.0
Banks and Building Societies 7.3
337.3

Treasury investments by credit quality,
£m

AAA 0.0

AAA 109.0

AAAmMmMf 221.0

AA 7.3

337.3

In line with the Strategy, the Council holds its treasury investments in diversified liquid funds of high credit

quality.

Investments as Accountable Body

These are investments made as Accountable Body on behalf of others, and are not the Council's own

money.
Growing | AMSCI | Regional LGF3 LGF4 |[NMCL Total
Places Growth
Fund Fund
£m £m £m £m £m £m £m
UK Government 0.0 34.5 0.0 0.0 0.0 0.0 34.5
Money Market Funds 1.3 2.3 29.9 0.3 0.4 0.1 34.2
1.3 36.8 29.9 0.3 0.4 0.1 68.7
Page 66 of 264
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APPENDIX 2.3 - DEBT AND PRUDENTIAL INDICATORS

This appendix provides monitoring against the Council's approved Prudential Indicators

PRUDENTIAL INDICATORS

WHOLE COUNCIL 25/26 25/26
Indicators Forecasts
£m £m
Capital Finance
1 Capital Expenditure - Capital Programme 465.7 644.4
2 Capital Expenditure - other long term liabilities 39.7 31.9
3 Capital Expenditure 505.4 676.3
4 Capital Financing Requirement (CFR) 5,149.7 5,022.5
Planned Debt
5 Peak loan debt in year 3,639.5 3,588.1
6 + Other long term liabilities (peak in year) 297.0 297.0
7 = Peak debt in year 3,936.5 3,885.1
8 does peak debt exceed year 3 CFR? no no
Prudential limit for debt
9 Gross loan debt 3,639.5 3,588.1
10 + other long term liabilities 297.0 297.0
11 = Total debt 5,000.0 3,785.1
Notes
1 Capital Expenditure is forecast to be higher due to slippage in the
programme.
4 The CFR represents the underlying level of borrowing needed to
finance historic capital expenditure (after deducting
debt repayment charges). This includes all elements of
the CFR including Transferred Debt.
5-7 These figures represent the forecast peak debt (which may not
occur at the year end). The Prudential Code calls these
indicators the Operational Boundary.
8 It would be a cause for concern if the Council's loan debt
exceeded the CFR, but this is not the case due to
positive cashflows, reserves and balances.
11 The Authorised limit for debt is the statutory debt limit. The City

Council may not breach the limit it has set, so it includes
allowance for uncertain cashflow movements and
potential borrowing in advance for future needs.
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HOUSING REVENUE ACCOUNT

Capital Finance
Capital expenditure

HRA Debt
Capital Financing Requirement (CFR)

Affordability

HRA financing costs

HRA revenues

HRA financing costs as % of revenues

HRA debt : revenues
Forecast Housing debt per dwelling

Notes

Financing costs include interest and
depreciation rather  than
Minimum Revenue Provision
(MRP) in the HRA.

This indicator is not in the Prudential
Code but is a measure of long
term sustainability.

This indicator is not in the Prudential
Code but is a measure of
affordability.

25/26
Indicators
£m

268.1

1,421.1

116.8
339.4
34.4%

4.2
£26,202

25/26
Forecasts
£m

317.7

1,422 1

114.3
339.4
33.7%

4.2
£26,222
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GENERAL FUND

Capital Finance
Capital expenditure (including other long term liabilities)
Capital Financing Requirement (CFR)

General Fund debt

Peak loan debt in year

+ Other long term liabilities (peak in year)
= Peak General Fund debt in year

General Fund Affordability

Total General Fund financing costs

General Fund net revenues

General Fund financing costs (% of net revenues)

Notes

Other long term liabilities include PFI, finance lease
liabilities, and transferred debit liabilities.

Financing costs include interest and MRP (in the
General Fund), for loan debt, transferred debt,
PFI and finance leases.

This indicator includes the revenue cost of borrowing
and other finance, including borrowing for the
Enterprise Zone and other self-supported
borrowing.

25/26
Indicators
£m

237.4
3,728.6

2,218.4
297.0
2,5154

261.7
1,045.8
25.0%

25/26
Forecasts
£m

358.7
3,600.4

2,136.0
297.0
2,433.0

2591
1,045.8
24.8%
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10

11

12

13

3-9

TREASURY MANAGEMENT 25/26

Indicators
General Fund impact of an unbudgeted 1% rise in interest rates £0.8m
Variable rate exposures vs upper limit 30% 5%
Maturity structure of borrowing Forecast
(lower limit and upper limit) Year End
under 12 months 5%
12 months to within 24 months 4%
24 months to within 5 years 10%
5 years to within 10 years 10%
10 years to within 20 years 26%
20 years to within 40 years 42%
40 years and above 2%

Investments longer than 364 days
upper limit on amounts maturing in:

Forecast
1-2 years 0
2-3 years 0
3-5 years 0
later 0

Notes

Based on year end debt borrowing less investments.

These indicators assume that LOBO loan options are exercised
at the earliest possibility and are calculated as a % of
net loan debt.

The limit on variable rate exposures is a local indicator.

ltem 7

25/26
Forecasts

£0.5m
7%

Forecast
Year End

6%
4%
12%
7%
26%
42%

3%

Forecast

0
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APPENDIX 3 - REVENUE BUDGET VIREMENTS FOR 2025/26 AT QUARTER 2
1.1 Table 1 shows the virements that have been approved by Directorate Management
Teams and then the Section 151 Officer. These are shown by Directorate and

Service Area.

Table 1: Virements by Directorate and Service Area
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Original Base Virements in Current Budget

Budget for Quarter 1 & for 25/26 at

Directorate Division 25/26 2 Quarter 2
£'000 £'000 £'000
Adults Social Care and Health AD Community Services & ED & | Division 24,666 (3,617) 21,050
Adult Care Packages Division 361,591 (0) 361,591
Adults Social Care Division 464 9 474
Commissioning Division 27,581 193 27,774
Director Community and Operational Services Division 50,700 504 51,204
Early Intervention & Prevention Division 31,142 (10,068) 21,075
Quality and Improvement Division 30,274 344 30,618
Public Health Division Division 0 (0) (0)
Adults Social Care and Health Total 526,418 (12,634) 513,784
Children and Families Children and Families Division (429,854) 544 (429,309)
Children's Travel Service 45,353 (117) 45,237
Children's Trust Contract 301,515 (815) 300,700
Performance and Commissioning Division 6,385 (1,653) 4,733
Schools and Employability Division 13,486 (201) 13,285
Schools Division 0 0 0
Send and Inclusion Division 456,784 891 457,674
Thriving Families 4,695 (1,618) 3,077
Children and Families Total 398,365 (2,968) 395,397
City Housing City Housing Division 350 1 351
Housing Services & Support Division 38,303 (2,737) 35,567
HRA Division 0 0 0
Shelforce Division (1,037) 6 (1,031)
City Housing Total 37,617 (2,730) 34,887
City Ops City Ops Division 40,988 277 41,265
Community Safety Division 4,044 (300) 3,744
Highways & Infrastructure Division 66,281 1,183 67,464
Neighbourhoods Division Division 33,758 (2,998) 30,759
Regulation and Enforcement Services Division 13,252 (951) 12,302
Street Scene Division 88,908 (5,179) 83,729
City Ops Total 247,230 (7,967) 239,263
Places, Prosperity & Sustainability Birmingham Property Services Division (1,476) (6,358) (7,835)
Development Division (906) 118 (787)
East Birmingham Delivery 0 2 2
Housing Development Division 85 282 367
Places, Prosperity & Sustainability Division 11,493 729 12,222
Planning Division 4,140 (699) 3,441
Route to Zero Carbon 0 1 1
Transportation & Connectivity Division 3,678 (829) 2,849
Corporate Landlord (32) 508 476
Places, Prosperity & Sustainability Total 16,982 " (6,246) 10,736
Finance Audit, Risk & Assurance (35,664) 35,614 (50)
Commercial & Procurement 408 (20) 388
Digital , Information & Technology Services (1,389) (1,981) (3,370)
Finance 43,996 (36,203) 7,793
HR & OD Division 228 3 231
Revenue, Benefits & Rent Division 5,945 8,474 14,419
Oracle 0 6 6
Finance Total 13,524 " 5,892 19,417
HR, Organisational Development Centralised Services 11,990 (8,699) 3,292
HR & OD Division 683 (100) 583
HR, Organisational Development and Transformation Total 12,674 (8,799) 3,874
Strategy, Insight and Governance City Solicitor 7,606 (62) 7,545
Corporate Communications Division 1,815 (42) 1,772
Deputy Chief Executive Division 5,538 21 5,559
Strategy, Insight and Governance Total 14,959 (83) 14,876
Corporate Budgets Financial Strategy (265,514) (95,801) (361,315)
Treasury Management 40,406 131,336 171,742
Final Accounts (54) 0 (54)
Corporate Budgets Total (225,163) 35,536 (189,627)
Grand Total 1,042,606 (0) 1,042,606
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Adult Social Care and Health

1.2Table 2 shows the virements that have been approved by Adult Social Care
Directorate Management Teams and then the Section 151 Officer. These are

shown by Service Area.

Table 2: Virements for Adult Social Care and Health by Service Area

£'000 £'000 £'000 £'000 £'000 £'000
AD Community Services & ED & |
Division 24,666 (4,390) 94 (202) 881 | 21,049
Adult Care Packages Division 361,591 0 0 0 0 | 361,591
Adults Social Care Division 464 12 0 (2) 0 474
Commissioning Division 27,581 0 27 (61) 227 | 27,774
Director Community and
Operational Services Division 50,700 2,318 163 (509) (1,468) | 51,204
Early Intervention & Prevention
Division 31,142 (10,066) 74 (72) (4) | 21,074
Quality and Improvement Division 30,274 (12) 2 (10) 364 | 30,618
Public Health Division 0 0 0 0 0 0
Total Directorate 526,418 (12,138) 360 (856) 0 | 513,784

A summary of these virements are:

e Virement group 1 — Cross directorate virement to centralise Prudential
Borrowing Recharge as per agreement between Service and Corporate

Finance.

e Virement group 2 - Cross directorate virement to transfer the
Apprenticeship Levy budget to directorates as per agreement between

Service and Corporate Finance.

¢ Virement group 3 - Cross directorate virement to claw back the Pay Award
budget not required as per agreement between Service and Corporate

Finance.
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e Virement group 4 - internal division adjustments required to set the budgets

for each service area accurately.

Children And Families Directorate

1.3 Table 3 shows the virements that have been approved by Children & Families
Directorate Management Teams and then the Section 151 Officer. These are

shown by Directorate and Service Area.

Table 3: Virements for Children & Families by Service Area

Table 3: 2025/26 General Fund budget virements - as at Quarter 2 2025/26

Virement group .
Original Budget 1- Virement group Virement group Current Budget
Original Budget . 2-Cross Virement group Current Budget

. (Post Centralisation of . 3-Cross o . (Post

(Pre Reallocation ) ) Directorate- . 4 - Inter Division (Pre Reallocation )
Reallocation of ~ Prudential ... Directorate - Pay . Reallocation of

of DSG Budgets). . Apprenticeship Adjustments  of DSG budgets).
DSG Budgets) Borrowing L Award Clawback DSG budgets).
Budgets 2/
Children and Families

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Children and Families Division (429,854) 2,179 (12) 7 (33) 582 (429,309) 2,13
Children's Travel Service 45,353 45,353 36 (90) (63) 45,237 45,236
Children's Trust Contract 301,515 301,515 0 (815) 0 300,700 300,700
Performance and Commissioning Division 6,385 6,385 (1,696) 10 (20) 54 4,733 4,732
Schools and Employability Division 13,614 5,228 (163) 33 (92) (107) 13,285 4,899
Schools Division 0 0 0 0 0 0
Send and Inclusion Division 456,784 15,460 38 (149) 1,001 457,674 16,351
Thriving Families 4,567 2,245 16 (38) (1,468) 3,077 755
Total Directorate 398,365 398,365 (1,871) 140 (1,237) 0 395,397 395,397

A summary of these virements are:

e Virement group 1 — Cross Directorate virement to centralise Prudential
Borrowing Recharge as per agreement between Service and Corporate

Finance.

e Virement group 2 - Cross Directorate virement to transfer the
Apprenticeship Levy budget to Directorates as per agreement between

Service and Corporate Finance.

e Virement group 3 - Cross Directorate virement to claw back the Pay Award
budget not required as per agreement between Service and Corporate

Finance.
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e Virement group 4 — Internal Division adjustments required to set the

budgets for each service area accurately.
City Operations Directorate

1.4 Table 4 shows the virements that have been approved by City Operations
Directorate Management Teams and then the Section 151 Officer. These are

shown by Directorate and Service Area.

Table 4: Virements City Operations by Service Area

Table 4: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

Original  Virement Virement Virement Virement Virement Virement Virement Virement
Budget groupl group2 group3 group4 group5 group6 group7 group8

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
City Ops Division 40,988 (1) 1 (2) 280 (1) 41,265
Community Safety Division 4,044 13 (33) (280) 0 3,744
Highways & Infrastructure Division 66,281 (361) 29 (73) 766 929 (107) 0 67,464
Neighbourhoods Division Division 33,758 (2,806) 39 (87) (145) 1 30,759
Regulation and Enforcement Services Division 13,252 (896) 104 (267) 107 1 12,302
Street Scene Division 88,908 (5,009) 140 (509) 56 145 (2) 83,729
Total Directorate 247,230 (9,073) 326 (971) 766 929 56 0 (0) 239,263

A summary of these virements are:

e Virement group 1 — Cross directorate virement to centralise Prudential
Borrowing Recharge as per agreement between Service and Corporate
Finance.

e Virement group 2 - Cross Directorate virement to transfer the
Apprenticeship Levy budget to Directorates as per agreement between
Service and Corporate Finance.

e Virement group 3 - Cross Directorate virement to claw back the Pay
Award budget not required as per agreement between Service and
Corporate Finance

e Virement group 4 — to provide funding to City Operation Directorate for
costs of maintenance of additions to the highways from Contingency
budget set aside for that purpose.

e Virement group 5 — to provide City Operations Directorate with funding to
cover Highways inflation from the Contingency budget set aside for that
purpose .

e Virement group 6— cross directorate virement to move business support

staff from Council Management to City Operations
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e Virement group 7- internal virement to re-align budgets across City
Operations divisions
¢ Virement group 8 — internal virement to re-align budgets across City

Operations divisions

Place, Prosperity & Sustainability Directorate

1.5Table 5 shows the virements that have been approved by Place, Prosperity &
Sustainability Directorate Management Teams and then the Section 151 Officer.

These are shown by Directorate and Service Area.

Table 5: Virements Place, Prosperity & Sustainability by Service Area

Table 5: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

Original Virement Virement Virement

Places, Prosperity & Sustainability Budget group 1 group 2 group 3  Virement group 4 Current budget

£'000 £'000 £'000 £'000 £'000 £'000
Birmingham Property Services Division (1,476) (5,769) 10 (599) (7,834)
Development Division (906) 18 100 (788)
East Birmingham Delivery 0 2 2
Housing Development Division 85 3 279 367
Places, Prosperity & Sustainability Division 11,493 (249) 1 977 12,222
Planning Division 4,140 (273) 16 (442) 3,441
Route to Zero Carbon 0 1 1
Transportation & Connectivity Division 3,678 29 (858) 2,849
Corporate Landlord (32) (44) 11 541 476
Total Directorate 16,982 (6,086) (249) 89 0 10,736

A summary of these virements are:

¢ Virement group 1 — Cross directorate virement to centralise Prudential

Borrowing Recharge as per agreement between Service and Corporate

Finance.

e Virement group 2 —Cross directorate virement to claw back the Pay Award

budget in excess of final settlement between Service and Corporate

Finance.

¢ Virement group 3 — Cross Directorate virement to transfer the

Apprenticeship Levy budget to Directorates as per agreement between

Service and Corporate Finance.

¢ Virement Group 4 - internal division adjustments required to set the

budgets for each service area accurately.
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City Housing Directorate

1.6 Table 6 shows the virements that have been approved by City Housing Directorate
Management Teams and then the Section 151 Officer. These are shown by

Directorate and Service Area.

Table 6: Virements City Housing by Service Area

Table 6: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

Original Virement Virement Virement

City Housing Budget groupl group2 group3

£'000 £'000 £'000 £'000 £'000
City Housing Division 350 1 351
Housing Services & Support Division 38,303 (2,657) 52 (132)| 35,566
HRA Division 0 0
Shelforce Division (1,037) 6 (1,031)
Total Directorate 37,617 | (2,657) 59 (132)| 34,887

A summary of these virements are:

o Virement group 1 — Cross directorate virement to centralise Prudential

Borrowing Recharge as per agreement between Service and Corporate

o Virement group 2 — Transfer Apprenticeship Levy budget to directorate

o Virement group 3 — Clawback pay award budget not required

Finance Directorate

1.7 Table 7 shows the virements that have been approved by Finance Directorate
Management Teams and then the Section 151 Officer. These are shown by

Directorate and Service Area.

Table 7: Virements for Finance by Service Area
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Table 7: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

Original Virement Virement Virement Virement Current

Budget groupl group2 group3 group4 budget

£'000 £'000 £'000 £'000 £'000 £'000

Audit, Risk & Assurance (35,664) 8 (18)| 35,624 (49)
Commercial & Procurement 408 6 (26) 388
Digital , Information & Technology Services (1,389)| (1,873) 83 (192) (3,370)
Finance 43,996 (372) 52 (259)| (35,624) 7,793
HR & OD Division 228 7 (4) 231
Revenue, Benefits & Rent Division 5,945 74 (122) 8,522 14,419
Oracle 0 0 6 6
Total Directorate 13,524 (2,244) 231 (616) 8,522 19,417

A summary of these virements are:

¢ Virement group 1 — Cross directorate virement to centralise Prudential
Borrowing Recharge as per agreement between Service and Corporate.

e Virement group 2 — Cross directorate virement to transfer the
Apprenticeship Levy budget to directorates as per agreement between
Service and Corporate Finance.

e Virement group 3 - Cross directorate virement to claw back the Pay Award
budget not required as per agreement between Service and Corporate
Finance.

e Virement group 4 — adjustments required to reset the central support service

budgets accurately.

HR, Organisational Development and Transformation Directorate

1.8 Table 8 shows the virements that have been approved by HR, Organisational
Development and Transformation Management Teams and then the Section

151 Officer. These are shown by Directorate and Service Area.

Table 8: Virements for HR, Organisational Development and Transformation

by Service Area
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Table 8: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

HR, Organisational Development and Original Virement Virement Virement Virement Virement Current
Transformation Budget groupl group2 group3 group4 group5 budget

£'000 £'000 £'000 £'000 £'000 £'000 £'000
Centralised Services 11,990 120 (241)| (8,522) (55) 3,292
HR & OD Division 683 38 (138) 583
Total Directorate 12,674 0 158 (380)| (8,522) (55) 3,875

A summary of these virements are:

e Virement group 1 — Cross directorate virement to centralise Prudential

Borrowing Recharge as per agreement between Service and Corporate.

e Virement group 2 — Cross directorate virement to transfer the
Apprenticeship Levy budget to directorates as per agreement between
Service and Corporate Finance.

e Virement group 3 - Cross directorate virement to claw back the Pay Award
budget not required as per agreement between Service and Corporate

Finance.

¢ Virement group 4 — adjustments required to reset the central support service

budgets accurately.

e Virement group 5 — Cross directorate virement for staffing transfer.

Strategy, Insight and Governance Directorate

1.9Table 9 shows the virements that have been approved Strategy, Insight and
Governance Directorate Management Teams and then the Section 151 Officer.

These are shown by Directorate and Service Area.

Table 9: Virements for Strategy, Insight and Governance by Service Area

Table 9: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

Original Virement Virement Virement Virement

Strategy, Insight and Governance Budget groupl group2 group3 group4

£'000 £'000 £'000 £'000 £'000 £'000
City Solicitor 7,606 33 (95) 7,545
Corporate Communications Division 1,815 5 (10) (37) 1,772
Deputy Chief Executive Division 5,538 24 (40) 37 5,559
Total Directorate 14,959 0 62 (145) 0 14,876
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A summary of these virements are:

e Virement group 1 — Cross directorate virement to centralise Prudential

Borrowing Recharge as per agreement between Service and Corporate.

e Virement group 2 — Transfer of Apprenticeship Levy budgets to
Directorates

e Virement group 3 — Clawback of pay award budget not required

¢ Virement group 4 — Reallocation of step-up savings within SIG

Corporate Budgets

1.10 Table 10 shows the Corporate virements that have been approved by the

Section 151 Officer. These are shown by Directorate and Service Area.

Table 10: Virements for Corporate Budgets by Service Area

Table 10: 2025/26 General Fund budget virements — as at Quarter 2 2025/26

Original Virement Virement Virement Virement Virement Virement Current

Corporate Budgets Budget group 1 group2 group3 group4 group5 group6 budget

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Financial Strategy (265,514) (1,093) (1,432) 4,593 (766) (929)| (96,173)|(361,315)
Treasury Management 40,406 35,163 96,173 | 171,742
Final Accounts (54) (54)
Total Directorate (225,163) 34,070 (1,432) 4,593 (766) (929) 0 [(189,627)

A summary of these virements are:

e Virement group 1 — Cross directorate virement to centralise Prudential

Borrowing Recharge as per agreement between Service and Corporate

¢ Virement group 2 — to provide funding to Directorates to fund costs of

Apprenticeship Levy from Contingency budget set aside for that purpose

¢ Virement group 3 — to claw back from Directorates Pay Budgets portion no

longer required following agreement of Pay Award.

e Virement group 4 — to provide funding to City Operation Directorate for
costs of maintenance of additions to the highways from Contingency budget

set aside for that purpose.
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Virement group 5 — to provide City Operations Directorate with funding to
cover Highways inflation from the Contingency budget set aside for that

purpose .

Virement group 6 — to transfer equal pay Treasury Management (TM)
recharge budget to within treasury management. Both sides of the recharge

will be shown with TM budgets.
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Birmingham City Council

Report to Corporate and Finance Overview and
Scrutiny Committee

24 October 2025

Title: 2026/27 to 2028/29 General Fund Medium Term
Financial Plan Re-fresh — Update to Cabinet Quarter
2 of the 2025/26 Financial Year.

Lead Cabinet Portfolio: Councillor John Cotton, Leader of the Council, ClIr.
Karen McCarthy, Cabinet Member for Finance

Relevant Overview and Not Applicable
Scrutiny Committee:

Report Author: Carol Culley, Director of Finance and Section 151
Officer

Authorised by: Carol Culley, Director of Finance and Section 151
Officer

Is this a Key Decision? Not Applicable

If this is a Key Decision,  Not applicable
is this decision listed on
the Forward Plan?

Reason(s) why not Not Applicable
included on the Forward
Plan:

No
Not Applicable

Is this a Late Report?
Reason(s) why Late:

Is this decision eligible Not Applicable
for ‘call in?’

If not eligible, please

provide reason(s): Not Applicable

Wards: All
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Does this report contain exempt or confidential No
information?

Has this decision been included on the Not Applicable
Notification of Intention to consider
Matters in Private?

Reasons why not included on the Not Applicable
Notification:
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EXECUTIVE SUMMARY

The Executive Summary is provided in Section 1 of the Cabinet report attached
that was considered by Cabinet on 14 October 2025.

COMMISSIONERS’ REVIEW
Commissioners comments are included in the Cabinet report.

RECOMMENDATIONS
That the Committee:

Considers the report in order to inform the work of the Medium Term Financial
Plan and Budget Scrutiny Task and Finish Group.

KEY INFORMATION

Context
The context is provided in the Cabinet report attached.

Proposal and Reasons for Recommendations

The proposal and reason for recommendations are set out in the Cabinet report
attached.

Other Options Considered

During this budget process, a range of options have been considered, particularly
with regard to the proposed savings programme.

RISK MANAGEMENT

The risk management information on the Cabinet report is provided in Section 13
of the report attached.

CONSULTATION

The consultation on the Cabinet report is set out in section 14 of the report
attached.

MEMBER ENGAGEMENT
Overview and Scrutiny

The engagement with Overview and Scrutiny is set out in section 15.2 of the
report attached.

IMPACT AND IMPLICATIONS
Finance
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The finance implications are set out in Section 16.1 of the report attached.

Legal
The legal implications are set out in Section 16.2 of the report attached.

Equalities
The equalities implications are set out in Section 16.3 of the report attached.

Procurement
The procurement implications are set out in Section 16.4 the report attached.

People Services
The people services implications are set out in Section 16.5 of the report
attached.

Climate Change, Nature and Net Zero
The climate change, nature and net zero implications are set out in Section 16.6
of the report attached.

Corporate Parenting

The Corporate Parenting implications are set out in Section 16.7 of the report
attached.

APPENDICES

Appendix A: 2026/27 to 2028/29 General Fund Medium Term Financial Plan Re-
fresh — Update to Cabinet Quarter 2 of the 2025/26 Financial Year, Including:

Appendix 1 — Draft Budget Book

Appendix 2 — Reserves & Balances Policy

Appendix 3 — Draft Directorate Grants Register
Appendix 4 — Housing Revenue Account Business Plan

Appendix 5 — Budget Scrutiny Task and Finish Group Recommendations

BACKGROUND PAPERS
The background papers are set out in Section 18 of the report attached.
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EXECUTIVE SUMMARY

This report provides an update on the Council’s Medium-Term Financial Plan
(MTFP) as at October 2025. It builds on the position previously reported to Cabinet
and outlines the steps being taken to update assumptions and develop a credible

approach to close the Council’s budget gap over the period 2026/27 to 2028/29.
The report includes:

a) An update on the Council’s budget gap and the underlying assumptions,

including inflation, demand, and government funding;

b) Commentary on the potential implications of the Government’s Fairer Funding

Review and local government finance reform;

c) An overview of the key risks and sensitivities that could impact the Council’s

financial position;

d) A summary of the approach being developed to address the forecast budget

gap and move to financial sustainability; and,

e) The timeline and next steps for the development of the MTFP, including the

preparation of a draft budget for consultation and scrutiny in the autumn.
The report also contains the following Appendices:

e Appendix One — ‘Budget Book’ - changes to Directorate Budgets including

pressures and savings
e Appendix Two — Reserves Strategy
e Appendix Three — Grants Register
e Appendix Four — Short update on the position of the HRA

e Appendix Five — Recommendations from the 2025/26 Budget Task and Finish
Work

As part of the Improvement and Recovery Plan there is a commitment to deliver a
three-year Medium Term Financial plan to Cabinet in October 2025. This will then
enable a period of scrutiny and engagement prior to the final MTFP to Cabinet and

City Council for final approval in February / March 2026.

As reported to City Council in March 2025, the 2025/26 budget was approved with

the use of £11m Exceptional Financial Support (EFS). The Council continued to
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face a forecast gap of £83.1m in 2026/27, rising to £158.9m by 2028/29. The
Council is required to develop a set of credible and deliverable proposals to close
this gap without the need for further EFS.

1.6 The financial modelling presented in this report reflects the best available
information at the time of drafting. While the detailed implications of the
Government’s Spending Review and Fairer Funding reforms are still to be
confirmed, the Council has worked closely with its external financial advisors and
drawn on analysis across the Core Cities network to assess the potential impact.
As a result, reasonable assumptions have been included in this iteration of the

MTFP to reflect the anticipated direction of travel ahead of formal announcements.

1.7 Inflation assumptions have been reviewed following the August 2025 Bank of
England forecast. The MTFP has been updated to reflect these forecasts to

ensure it reflects the most accurate and up-to-date national position.

1.8 In developing this update, the Council has worked closely with all Directorates to
reflect the latest assumptions on demand pressures, risks, and savings delivery.
These inputs have been embedded into the model to provide a realistic and

comprehensive view of the Council’s financial outlook over the MTFP period.

1.9 The Council’s approach to closing the budget gap is being structured across three

key areas:

e Service transformation to reduce demand and cost;

e Improving how the Council works and delivering efficiencies; and,
e Growing the Council’s resource base.

1.10 Work will continue through the autumn to test assumptions and develop proposals,
including for areas identified in this report where more work is required. A draft
balanced MTFP will be brought forward to Cabinet in February 2026, supported by
delivery plans, Equality Impact Assessments and, where necessary, proposals

following consultation.

1.11 The report does not include updates on the Dedicated Schools Grant (DSG) or
Capital Programme. These will be reported through separate updates as part of

future Cabinet cycles.
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1.12 In summary, the Council must address a significant financial challenge over the
MTFP period. It is anticipated the Fairer Funding reforms will address some of the
previous structural funding issues, but they cannot be relied on to close the budget
gap. The work to deliver a balanced and sustainable budget will require substantial
change, and this report sets out the context and next steps to enable that to be
achieved. Finally, whilst the report sets out a reasonable position for this stage in
the budget cycle, more work is required to ensure that 2025/26 savings are fully
delivered or mitigated with alternative options, there remain savings to be scoped
for 2026/27 and potential areas of pressure that are under review. It is essential

that this work is completed before the full MTFP is produced.
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COMMISSIONERS’ REVIEW

The Council has demonstrated real progress in meeting its budget timetable and
preparing this report for consideration by Cabinet. In the two years since the
intervention commenced the Council had not managed to produce such a report,
so this is an important milestone that reflects positively not only on the Finance

Function, but also on the wider Council.

The overall position that shows relatively small budget gaps in each of the next
two years is to be welcomed, as is the prospect of a genuinely balanced budget
after two years where the budget has been supported by asset sales. Significant
work is, however, required to develop delivery plans for some savings. Although
Commissioners have not reviewed individual savings the Procurement and
Children and Families savings will required particular focus. It is important the
Council has visibility of the Birmingham Children Trust savings proposals and the
ability to test and challenge them. It is positive there is time to undertake this work.
The non achievement of 26% of 2025/6 savings that is highlighted in the quarter 2
Budget Monitoring report elsewhere on the agenda should not be repeated and
the production of robust delivery plans and due diligence will be important in

mitigating this risk.

Commissioners have consistently encouraged the Council to develop a genuine
medium term financial plan that focuses on efficiency and transformation. It is
positive that there are savings in both 2026/7 and 2027/8. Commissioners believe
this can be built on with the development of a multi year programme to transform
services and generate efficiencies. There is no doubt that the Public Sector will
continue to be under considerable financial pressure and the Council needs to
ensure it has the right capacity and capabilities to drive efficiencies over the
medium term. There are various ways in which this can be done and we would

encourage the council to develop an approach.

Commissioners are comfortable with the key principles that underpin the approach
to savings i.e. transformation, better procurement, efficiencies and reduction in
demand. It would be useful for future reports to quantify savings that arise from
these principles. In particular it is important to understand the return on early help

and demand management initiatives. The assumptions are prudent, and
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Commissioners will review and discuss these in more detail before the final MTFP

is published.

2.5 There is much work to do over the Autumn, but this is the time to do it.
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RECOMMENDATIONS
That Cabinet:

Agree the Medium Term Financial Strategy Principles for the period 2026/27 to
2028/29 (Section 4);

Note the update from the Spending Review June 2025 (Section 5);

Note the General Fund forecast budget gap for 2026/27, 2027/28 and 2028/29,

and updated assumptions (Section 6); and

Endorse the savings options proposed to close the budget gap and note that these
will now go into the Budget Scrutiny process. (Section 9, paragraphs 9.1 to 9.11

refers).
Note the Housing Revenue Account Business Plan update (Appendix 4).

Agree that the use of reserves that have not been budgeted for will need to be
reported as part of the Quarterly Budget Monitoring and require Cabinet approval
(Section 10, paragraph 10.2).
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KEY INFORMATION

Approach to Budget Setting

The Medium-Term Financial Plan, including the Capital Strategy and Budget, is
one of the key documents that supports the Council to deliver its Corporate Plan

objectives within the financial envelope available.

The Corporate Plan sets out the Council’s priorities for the next three years,
focussing on improving how the Council operates, meeting statutory
responsibilities, and delivering better outcomes for citizens through genuine

partnership with communities, stakeholders and strategic partners.

The Corporate Plan is underpinned by Birmingham’s new City Vision, a shared
ambition for a fairer, greener and healthier city, where everyone can benefit from
the opportunities Birmingham has to offer. It also embeds the Council’s refreshed
Improvement and Recovery Plan (IRP) which sets out the essential steps required

to become a stable, well-run, and high-performing Council.

The Plan also provides the framework for decisions on resources, achieving the
careful balance of being able to invest to deliver effective corporate functions,

whilst delivering for citizens, within a constrained financial envelope.

Medim-Term Financial Strategy Principles

To set a Medium Term Financial Plan and provide a stable and sustainable
financial footing for the Council the following principles provide a framework for the

budget setting process, as set out below:

o The City Strategy and Corporate Plan set the framework for resourcing

priorities and decisions.

o There will be an external focus, including a comparison with other Councils,
working with key partners and being cognisant of national issues

and changes.

° The Medium Term Financial Plan will maximise efficiencies and
transforms services. This will be a rolling 4 year MTFP with a credible

financial plan, and the next two years being in a balanced position.
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Where grants are due to end a plan will be put in place to end the reliance on

the grant funding.

There will be no assumed use of Exceptional Financial Support to balance
the budget.

All areas of the Council are in scope for savings, efficiencies and income

maximisation. Savings will be identified in line with the agreed principles.

We will not backtrack on the difficult budget decisions made. These have put

the Council into a more resilient position.

Demand led pressures must be evidenced and documented prior to approval

of funding.

Where there are growth bids as opposed to budget pressures these will
be treated separately. Significant growth is not affordable and will require

robust prioritisation and member decisions.

A prudent approach will be taken to Fair Funding Review until the position is
confirmed. Any improvement will be used to support priority areas for

investment or to support reserves.

There will be a five year reserve strategy that maintains corporate reserves at
a sufficient level to cover risk. Use of reserves will be in line with the policy
and will not be used to balance the budget in lieu of developing a credible

financial plan.

One-off fortuitous income that has not been budgeted for will be used in line
with corporate priorities and the use may be spread over more than one

financial year to avoid cliff edges in available resources.

A prudent approach will be taken to commercial income. Business rates
base growth will only be recognised the year after it has been achieved.
Dividend and other commercial Income above the current budgeted level will

be held in reserve and used in the following financial year.

The use of all reserves, contingencies and grant income are corporate

decisions that will be made as part of the budget or monitoring process.
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All new capital investment will be assessed in line with agreed principles and
priorities regardless of how they are funded. Prudential borrowing will only

be used as a last resort to meet unavoidable regulatory requirements.

Revenue implications of all capital bids will be clearly identified and

minimised.

Invest to save cases (capital and revenue) will need very strong business

cases before they can be considered/included.

All commercial and regeneration investment decisions will be taken in line

with commercial protocols (to be drafted) and fully assessed.

The Council is not in a position to be the lender of last resort,

or underwrite/guarantee financial arrangements unless explicitly approved
with a robust risk assessment and financial justification (this does not
prevent letters of comfort being issued restating arrangements already

in place).

Approach to Savings

A significant programme of savings is already underway and further reductions on

the scale will not be achieved without transformational changes to how services are

delivered and how the Council operates. To achieve this the work has been carried

out under the following themes:

Service transformation to reduce demand and cost — the main driver of the
growing budget gap is not a reduction in resources but the impact of
increasing demand for services and inflationary pressures. Therefore, it is
essential that there are effective arrangements in place to tackle the causes of

demand and to be able to intervene early with support.

Transforming how the Council operates — through a new target operating

model, the Brindley project and a digital strategy for the Council’s front door.

Procurement — through better procurement using contract pipeline and

improved contract management.
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Capturing efficiencies and good housekeeping measures — including sweating
our assets, carrying out rent reviews and understanding the impact of the

asset disposal programme.

Growing the resource base — through Housing and Regeneration plans and

their impact on Council Tax and Business Rates.
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National Context and Fair Funding Review 2.0

There has been a significant real term reduction in local government funding since
2010/11 and nationally, real terms spending in local government has reduced by
9%. The 2025/26 Finance Settlement has started to reverse some of the inequity
that was inherent in the way cuts were distributed across Councils. This includes
the welcome introduction of Recovery Grant and repurposing of Rural and
Services Grant. However, the financial outlook for Local Government remains
extremely challenging. Going into the Spending Review, the LGA published
analysis which estimated that due to inflation, wage pressures, growing demand
and complexity of need, English councils were facing a funding gap of £6.2bn over
the next two years. The main reasons for the funding gap are familiar and include
rising demand for social care and for children and young people with special
educational needs and disabilities (SEND), workforce shortages, inflationary

pressures and increasing levels of homelessness.

The Spending Review has recognised these pressures, but the additional funding
proposed will be insufficient to meet the rising demands and costs that local

authorities are facing.

As of September 2025, a total of 30 Councils, including Birmingham City Council,
have been approved for Exceptional Financial Support (EFS) which takes the form
of a capitalisation direction allowing local authorities to treat certain revenue
expenditure as capital spend. Instead of funding these costs from the revenue
budget (which must be balanced annually), they can be funded by borrowing or
from capital receipts i.e. asset sales. Any borrowing must be repaid with interest.
The requirements for EFS include a mix of local issues and national funding

pressures.

The government measure used to calculate the amount of resources available to
councils to fund services is their Core Spending Power (CSP). This is widely used
to compare different local authorities and to show how funding has changed over
time. It includes the money that has been made available to local authorities
through the Settlement Funding Assessment (SFA), indexation grant relating to
business rates, an assumed council tax requirement, and grant funding. The IFS
have reported that "Taking the period 2010-11 to 2024-25 as a whole, councils’
overall core funding is set to be 9% lower in real terms and 18% lower in real
terms per person this year than at the start of the 2010s. The reduction is larger for
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councils serving deprived areas (e.g. 26% per person for the most deprived tenth)

than for the less deprived areas (e.g. 11% for the least deprived tenth). This

reflects the fact that the funding increases seen since 2019-20 have offset only

part of the overall cuts seen in the 2010s, which fell hardest on poorer areas.”

5.5 The table below shows the breakdown of the Council’s Core Spending Power for

2025/26.

Table 1 — Summary of the Council's Core Spending Power 2025/26

2025/26 Final Settlement
Core Spending Power by Component £,000

Settlement Funding Assessment (SFA) 533,550
Compensation for under-indexing the business rates multiplier 77,850
Council tax requirement excluding parish precepts 510,894
Settlement Funding Assessment and Council Tax 1,122,294
Grants:
Local Authority Better Care Grant and ASC Discharge Fund 83,788
New Homes Bonus 8,460
Social Care Grant 163,926
Market Sustainability and Improvement Fund 24,501
Domestic Abuse Safe Accommodation Grant 4,238
Recovery Grant 39,272
Children's Social Care Prevention Grant 11,869
Employer National Insurance Contributions Grant 10,401
TOTAL 1,468,751

5.6

5.7

The figures in the above table are different to those in the budget as it includes the assumed amount

of council tax and business rates income, rather than the actual amount.
Since 2010/11 the Council’'s Spending Power has increased in cash terms by
£203.7m (+16.1%), which compares to an England average increase of +25.8%.
This is because Birmingham and similar authorities were disproportionately
impacted by the central government grant cuts due to the methodology applied pre
2016/17, which did not take account of the ability to raise council tax locally.
Birmingham has approximately 82% of its properties in council tax bands A to C

which constrains the ability to raise funds from this source.

Between 2015/16 and 2025/26 budget pressures increased by £1,107.6m while
core spending power increased by £556.6m. This was a significant contribution,
although not the only factor, behind the requirement to make significant savings,
culminating in the almost £300m of budget savings for 2024/25 and 2025/26 along
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with the use of £199.3m Exceptional Financial Support, with the significant budget
gap remaining for 2026/27 and beyond.

Spending Review 2025

5.8 The Spending Review (SR) was published on 11 June 2025 and set out the
Government Department control totals, council tax referenda criteria and the
consultations on the planned reforms to local government funding. The headlines
from the SR were included as part of the report to July Cabinet and are

summarised below.

¢ An additional £3.4 billion of grant funding for local authorities over the
Spending Review period (in 2028/29 compared to 2024/25). There is no detail
yet on what the grants entail or whether this is a real increase in spending

power.

e A 3% core council tax referendum principle and a 2% adult social care

precept.
Funding Reforms

5.9 On 20 June 2025, a detailed Fair Funding Review consultation was published
outlining some fundamental changes to how local government is funded. These
include: changes to grant and a simplification of local government grants; changes
to the funding formula; and a change to how the level of council tax that can be
collected is taken into account when assessing the funding a local authority
receives. It has also been confirmed that there will be a business rates reset in
2026/27.

5.10 The main elements of the reforms are set out below.
Funding Simplification

5.11 As part of the planned funding ‘simplification’, the Fair Funding review will reduce
the number of specific grants, maintaining five core grants and rolling several
others into the Standard Funding Assessment. The following grants are expected
to be consolidated and remain as grants (further detail can be found in the Grants

section of this report):
e Homelessness and Rough Sleeping Grant
e Public Health Grant
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Crisis and Resilience Grant
Children, Families and Youth Grant

Section 31 Grant for Local Authority Better Care Grant. This will be as per

Settlement Funding Assessment (SFA) but a ‘notional allocation’.

5.12 The following grants are expected to be rolled into the Settlement Funding
Assessment (SFA) in 2026/27:

Recovery Grant
Returned New Homes Bonus
Employers National Insurance Contributions grant

Adult social care: Market Sustainability and Improvement Fund; Local
Authority Better Care Grant (including iBCF); Social Care Grant (which
provides funding for both adult and children’s social care).

Domestic Abuse Safe Accommodation grant

Temporary accommodation funding currently provided through the

Homelessness Prevention Grant.

5.13 The Recovery Grant in 2025/26 was £39m and the Children’s Prevention Grant
was £11.9m. When they roll into SFA the funding formula will apply and the

Recovery Grant amount is expected to significantly reduce to nearer £20m as a

result.

Funding Formula

5.14 The Fair Funding Review 2.0 introduces a new methodology for allocating central

government funding to councils, aiming to make the system fairer, simpler, and

more transparent from 2026—27 onwards. Included in this are the following

proposed changes;

Updated Relative Needs Formula (RNF) — The RNF will be modernised to
reflect current patterns of demand for services. It will use up-to-date data on
population, deprivation, demographics, and service usage. The formula will
better capture variations in local need, including rurality, remoteness, and
social care pressures. The move to a greater recognition of the impact

deprivation has on the demand for services is welcomed, including in the new

Page 16 of 58

Page 102 of 264
OFFICIAL



ltem 8

Children’s RNF, which recognises the very clear link between deprivation
(overcrowded households, low qualifications, children with poor health) and

future demand for children’s services.

e Area Cost Adjustment — Recognises that the cost of delivering services varies
by location. Adjusts funding to reflect regional wage differences, property

costs, and other local price factors.

e Grant Simplification — Several smaller grants will be consolidated into broader

funding streams.

e Transitional Protections — Funding changes will be phased in over three years
(2026—29 — one-third each year).

5.15 However, there are concerns that:

e The changes will be phased in over three years, which will mean a delay in
authorities that were recognised as requiring a significant increase in funding,

seeing the increased allocations required.

e The Recovery Grant was very much welcomed last year. Rolling the grant into
SFA will be mean it will reduce to c£20m. Ideally this should be kept outside

of RSG during the transition period.

e The impact deprivation has on the demand for Adults Social Care does not
appear to be adequately reflected in the RNF. This is compounded by the
rolling of existing Adult Social Care grants into SFA to be allocated on that
basis. The proposed formula also does not adequately reflect the high levels
of demand for younger adults and the earlier onset of conditions in deprived
areas. There are similar concerns with the proposed new Highways formula

which does not fully reflect the additional costs faced in urban areas.

e The proposed addition of the “Remoteness Adjustment”, which has a weak
justification has insufficient evidence and duplicates the changes already

made as part of the area cost adjustments.
Council Tax Equalisation

5.16 Council Tax Equalisation aims to address disparities in councils' ability to raise
revenue locally. To account for differing Council Tax raising ability, it is proposed

that a notional level of Council Tax, based on the national average, is used to
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calculate the required level of funding rather than the actual council tax levels in
each local authority. This will mean that those authorities who have been able to

keep their council tax artificially low are not unduly rewarded.

5.17 Overall, Fairer Funding is expected to be of significant benefit and will start to
address some of the historic inequities in how the Council is funded. Should the
proposed reforms set out in the consultation remain, the Council will see a

significant increase in Core Spending Power over the next three years.

5.18 The consultation on the proposed Fairer Funding changes closed in August with

the government response expected in the Autumn.
Business Rates Reforms

5.19 The Business Rates Retention System was introduced to reward local growth with
the retention of a portion of growth in business rates, and secondly, to ensure that
core funding reflected relative need for each authority. Each authority was
assigned a Baseline Funding Level (BFL) which determined how much of its
relative funding need was to be met through retained business rates income. This
was then compared to a measure of their individual ability to raise business rates,
the Business Rates Baseline (BRB). Where a local authority raised more in
business rates income than their assessed level of need they would be required to
pay a tariff of the additional income and a top up if their income was higher. Tariffs
and top-ups are fixed in real terms until the point of a business rates reset. There

will be major changes to Business Rates in 2026/27 including;

e Aresetting of the Business Rates baseline. At the reset, new BRBs and new
BFLs are set and growth above the baseline redistributed and any future
growth in Business Rates will be calculated from this revised baseline. This
reset will be based on a new needs assessment, aligning retained growth with

updated service demands and local capacity.

e Three new multipliers will be introduced, increasing the number of multipliers

from 2 to 5, this aims to better reflect the different types of ratepayers.

e A full revaluation of rateable properties will occur, ensuring business rates

reflect current market values.

5.20 The Council is part of the West Midlands 100% business rates growth retention

pilot, whereby 100% of the additional growth has been retained. Confirmation is
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awaited as to how the 100% retention areas will be treated when it comes to the
rest, in particular how the additional 50% retained will be treated. As the Council’s
business rates are currently c£40m higher there could be a significant impact and
£20m to mitigate this risk has already been built into the contingency along with an

allowance for business rates volatility in reserves.

5.21 Decisions about cap compensation and the new business rates multipliers will be

taken in the Autumn Statement later in the year.
Financial Impact of the Proposed Reforms

5.22 A considerable amount of work has been carried out by local government
organisations who have modelled the financial impact of the reforms. This is
believed to provide a reasonable accurate representation, noting that the position
may change when the government confirms the approach it will take to the
questions posed in the consultation. The assumptions in this report are based on
that modelling with an allowance for future changes. The actual amount the
Council will receive will be confirmed in the Provisional Finance Settlement due in

mid to late December.
5.23 The potential budget risks include:

e The impact of policy changes and awaited updates for new information
impacting the proposed Fairer Funding formula. These include decisions on
rural sparsity factors, updating for the most recent Index of Multiple

Deprivation in December.

e There are a number of specific grants from across different government

departments where the future is uncertain given the new SR period.

e Risks associated with the business rates reforms, particularly the business
rates resets where growth above the business rates baseline is redistributed.
There is £16.3m held in the business rates volatility reserve at the end of

2024/25 and a £20m contingency from 2026/27 to help mitigate any impact.
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6.1 The MTFP forecasts presented are for the next three financial years 2026/27 to

2028/29. The challenge, as set by the Council and Commissioners, was to present
a balanced MTFP for the next three years in October 2025. At the point the MTFP
was approved by Budget Council there was a forecast budget gap of £83.1m for

2026/27, rising to £158.9m as shown in the Table 2 below.

Table 2 — 2026/27 to 2028/29 Forecast General Fund Revenue Budgets

Directorate

2025/26 Net 2026/27 Net 2027/28 Net 2028/29 Net
Base Budget Base Budget Base Budget Base Budget

£'000 £'000 £'000 £'000

Adult Social Care 491,482 523,490 569,724 618,214
Children and Families 382,990 408,269 440,834 474,997
City Housing 30,538 27,462 24,984 21,717
City Operations 207,189 214,769 229,802 248,006
COOQ, Finance, People Services, Legal & Governance 141,515 125,939 124,674 128,683
Place, Prosperity and Sustainability 15,541 14,769 16,356 17,787
Strategy, Equalities and Partnerships 5,023 5,005 5,132 4,346
Total Directorate Net Expenditure (excluding Central 1,274,278 1,319,705 1,411,506 1,513,749
Support Costs)

Central Support Costs (16,871) (16,673) (17,259) (17,917)
Total Directorate Net Expenditure 1,257,408 1,303,032 1,394,248 1,495,831
Corporately Managed Budgets (214,801) (131,209) (133,516) (159,798)
Total General Fund Budget 1,042,606 1,171,823 1,260,732 1,336,033
Funding (1,031,592)| (1,088,766)| (1,132,795)| (1,177,112)
Net Budget Gap 11,014 83,057 127,937 158,922
Exceptional Financial Support (EFS) requested (11,014) 0 0 0
Net Budget 0 83,057 127,937 158,922

6.2 With the pending reforms to the how local government funding is allocated, the

way the net budget is presented will need to change as:

e The level of core funding will increase with grants rolling into SFA

o |t will be difficult to track the planned changes to grant funding unless they are

shown on a ‘gross and net’ basis

e To budget for the total level of business rates, including the S31 grants to

compensate for policy changes, so the impact of the reset and changes to

business rates can be seen an understood

6.3 This will also be a more accurate representation of the budget position and more

aligned to how Spending Power and SFA are reported nationally.
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6.4 The table below shows the restated budget position which will form the baseline
for the 2026/27+ MTFP. The budget position for future years has been updated to

include the measures set out in Section 9 to significantly reduce the forecast

budget gap.

Table 3 — 2026/27 to 2028/29 Forecast General Fund Revenue Budgets

Directorate 2025/26 Net | 2026/27 Net | 2027/28 Net | 2028/29 Net
Base Budget | Base Budget | Base Budget | Base Budget
£'000 £'000 £'000 £'000
Resources Required:
Adult Social Care & Health 650,292 682,333 728,512 776,938
Children and Families 395,408 420,688 453,252 487,416
City Housing 46,859 43,783 41,305 38,038
City Operations 207,904 214,769 229,802 248,006
Finance 97,220 90,178 87,219 89,496
Strategy, Insight & Governance 17,901 17,905 18,601 18,386
HR, OD and Transformation 35,682 27,093 28,273 29,498
Place, Prosperity and Sustainability 15,541 14,769 16,356 17,787
Total Directorate Net Expenditure (excluding Central 1,466,806 1,511,519 1,603,320 1,705,563
Support Costs)
Central Support Costs (16,871) (16,673) (17,259) (17,917)
Total Directorate Net Expenditure 1,449,936 1,494,846 1,586,062 1,687,646
Corporately Managed Budgets 254,120 268,228 268,535 244,331
Total General Fund Budget 1,704,056 1,763,074 1,854,597 1,931,977
Resources Available:
Business Rates / Settlement Related Funding (629,580) (672,761) (686,913) (698,922)
Council Tax Income (533,664) (557,327) (589,818) (624,204)
Grants and other External Funding (509,531) (449,929) (449,929) (449,929)
Use of Reserves (20,267) 0 0 0
Exceptional Financial Support (EFS) requested (11,014) 0 0 0
Total Resources Available (1,704,056)| (1,680,018)( (1,726,660)| (1,773,055)
Net Budget 0 83,057 127,937 158,922
6.5 Itis worth noting that the Housing Revenue Account Business Plan is being

finalised and is not included in this suite of reports. An update is attached in

Appendix 4.
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This section of the report summarises the detailed assumptions which underpin

the funding, income and expenditure assumptions held within the medium-term

financial plan and reflect the latest information on the proposed local government

funding reforms, the proposed savings and budget pressures.

Resources Available

Table 4 below summarises the resources that are estimated to be available to the
Council over the life of the MTFP.

Table 4 — Estimated Available Resources

Directorate 2025/26 2026/27 Net | 2027/28 Net | 2028/29 Net
Current Base Budget | Base Budget | Base Budget
Budget £'000 £'000 £'000
£'000
Resources Available:
Business Rates / Settlement Related Funding (629,580) (1,028,847)| (1,069,377)| (1,122,951)
Council Tax Income (533,664) (555,558) (589,818) (624,204)
Grants and other External Funding (509,531) (168,776) (168,776) (168,776)
Use of Reserves (20,267) (6,363) 0 0
Exceptional Financial Support (EFS) requested (11,014) 0 0 0
Total Resources Available (1,704,056)| (1,759,544)( (1,827,971)| (1,915,930)

Business Rates

The business rates funding regime is exceptionally complex and is made up of a

number of different elements, including business rates income, business rates top

up or tariffs and section 31 grants which have historically included an element for

under indexation from the Government. All income in relation to business rates

yield is accounted for within the business rates Collection Fund account, with the

tariff and section 31 grant being outside the Collection Fund and within General

Fund. To have a complete picture of the business rates position the income from

the Collection Fund and the grants have to be considered together. The table

below shows the current assumptions for each funding element across the MTFP.
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Table 5 — Business Rates related income
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2025/26 2026/27 2027/28 2028/29
£'000s £'000s £'000s £'000s
Forecast share of Business Rates Income 443,112 475,926 482,507 489,645
Business Rates Top Up 75,300 514,984 559,112 605,720
Business Rates Section 31 Grants 144,747 35,156 35,600 36,081
Forecast share of Business Rates Pilot Income to WMCA (6,535) (7,188) (7,842) (8,495)
Surplus/(Deficit) Adjustment relating to 2023/24 10,839
Estimated Surplus /(Deficit) related to 2024/25 (31,323) 11,333
Estimated Surplus /(Deficit) related to 2025/26 (5,477)
2024/25 Estimated Surplus / (Deficit) related to S31 Income (6,560) 3,265
2025/26 Estimated Surplus / (Deficit) related to S31 Income 848
Business Rates/ Settlement related funding 629,580 | 1,028,847 | 1,069,377 | 1,122,951

Note: future years are an estimate of Business Rates Income and required Top Up.

Reforms

The above table does not yet take into the account the impact of the proposed

business rates reforms the results of which are due in December 2025. These

include:

The business rates revaluation — overall this will be a zero sum gain and
transitional relief is usually available to businesses to support any increases as a

result of the revaluation.

Historically this has led to an increase in the number of

check, challenge and appeals and the appeals provision will need to be reviewed.

Business Rates Reset — the impact of this is not yet known and remains a budget

risk.

A change from two business rates multipliers to five. As well as impacting on the
level of business rates businesses will have to pay this will make both the
completion of the NNDR form and preparation for billing extremely complex. The
multipliers will also be decoupled from Autumn CPI and are due to be published

as part the Autumn Budget.

100% additional business rate growth retention

As part of the 2024/25 Trailblazer Devolution deal, 100% of business rates growth

above the baseline is retained locally, with 99% retained by the Council and 1%

passed to the Fire and Rescue Authority. West Midlands authorities forgo

Revenue Support Grant which is funded via the business rates income and tariffs

and top-ups are adjusted to ensure cost neutrality.

The retention of 100% business rates is conditional upon the West Midlands

authorities continuing to provide an annual share of business rates growth to the

WMCA, to support the long-term financial and economic sustainability and
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economic growth of the region. The BCC cabinet report of November 2023 which
approved the MoU for the Council states “Following a national re-set, which
DLUHC have indicated will not take place until 2025/26 at the earliest the region
will need to assess how best to use the financial tools at its disposal to ensure that
an appropriate share of business rates continues to be provided to assist with the
sustainability of the Combined Authority in the most effective and equitable
manner, without undermining the resources available to individual local authorities.
The MoU is clear in stating that these decisions can be made locally.” Further
work is now required to understand what this will mean in practice following the

reset and the implications for the Council.

7.7 In 2025/26, the combined authority share of retained business rates from
constituent authorities will total £15.0m, with this expected to increase by a
maximum of £1.5m per annum. The provisional value of this share, which is
confirmed on an annual basis, is agreed by the section 151 officers for WMCA and
the West Midlands authorities. In 2025/26 the BCC share to WMCA was £6.5m.
The budgeted BCC share for 2026/27 is £7.2m, rising to £8.5m in 2028/29.

The Business Rates Baseline

7.8 The business rates baseline sets the level of business rates yield government
expects billing authorities to generate. This baseline was set in 2013/14, when the
business rates retention scheme was introduced and is adjusted to recognise
assessed need within the Settlement Funding Assessment, with either a payment
to government where income is above assessed need (a tariff) or receipt of a grant

where it is below (a top up).

7.9 The information in setting the base is returned to Government in the NNDR1

return. This includes:

e Assumptions on the levels of mandatory and discretionary relief.

e A provision for business rates appeals.

e A provision for non-collection. The Council’s assumed collection rate is 98.2%
(i.e. a non-collection rate of 1.8%)

7.10 The current business rates baseline is £398.1m. This does not include Section 31
grants which are designed to compensate councils for lost rates due to new reliefs

that have been announced after baselines were set in 2013.
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7.11 Billing authorities are required under section 32 of The Local Government Finance

Act 1992 to estimate any surplus or deficit on their collection fund for the year. The

estimated surplus or deficit is shared between the billing authority and its major

precepting authorities. The Council is currently forecasting a surplus of £5.9m in
2025/26 which will impact budget setting in 2026/27. This represents the Council’s
share of a surplus of £11.3m in 2024/25 offset by a forecast deficit of £5.5m in

2025/26.

Business Rates Section 31 Grants

7.12 Section 31 grants are awarded to offset the reduction in business rates yield due

to the changes announced by the Government after the baselines were set in

2013. These include:

e Grants to facilitate the extension and enhancement of the Small Business

Rates Relief offer from 50% to 100%, and changes to ratable value thresholds,

e Retail, Hospitality and Leisure Relief which provides 40% discount with a
national cap,

e Supporting Small Business Relief which caps the 2025/26 increase in rates bill
for small businesses to £600 per annum.

7.13 All grants reflect Birmingham'’s increased share from being part of the 100% rates

retention scheme and are shown in the table below.

Table 6 — Forecast Business Rates Grants

2025/26 2026/27 2027/28 2028/29
£'000s £'000s £'000s £'000s
Multiplier Cap 88,905
Small Business Rates Relief 32,726 33,092 33,508 33,960
Supporting Small Business 2,644 2,678 2,714 2,752
Retail, Hospitality and Leisure Relief 26,206
Under Indexation on funded relief 14,890
Business Rates - Green Plant and Machinery grant 629
Adjustment to Top up/Tariff in relation to under indexation (12,966)
Estimated Section 31 Grant to Designated Areas (8,286) (615) (623) (631)
Total Business Rates Section 31 Grants 144,747 35,156 35,600 36,081
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Enterprise Zones

7.14 The Enterprise Zone was launched in 2012 with an extension from 2016/2017.
Here, the growth above the prescribed baseline is retained locally until 2045/46

and is excluded from system resets.

7.15 The 2025/26 EZ budgeted growth above the baseline is £22.3m. There is a local
agreement to transfer 50% of any in year surplus generated from the Enterprise
Zone to the Council’s General Fund, subject to a minimum of £3.0m per annum.
This is to reflect the impact of the reduced level of business rates growth within the
General Fund as the areas of highest growth are retained within the EZs. The
budgeted assumptions are that the level of funding to support the revenue budget
is £3.0m in 2026/27 and future years.

Investment and Growth Zones
7.16 These were introduced in 2024/25. These form part of the Trailblazer Devolution
Deal and, like EZs, growth above a preset baseline will be retained locally for 25

years and excluded from system resets.

7.17 There are currently two zones, the Birmingham Knowledge Quarter (the

Investment Zone) and the East Birmingham and North Solihull Growth Zone.

7.18 Local areas will be responsible for ensuring that the cumulative amount of
investment within the Growth/Investment Zone at minimum includes the business
rates retained locally through the Growth/Investment Zone business rates

retention site.

7.19 At this early stage, no growth above the baseline has been budgeted for and it is
expected that a similar approach to the Enterprise Zones to any in year surpluses

will be adopted.

Council Tax
Council Tax base

7.20 The Council Tax Base in 2026/27 is expected to be 0.8% higher than in 2025/26,
based on historic growth trends. The budgeted increase in Council Tax is 4.99%,
in line with the referendum criteria set out in the Spending Review. The Council’s

share of the Band D charge expected of £2,023 compares with the notional
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Council Tax of ¢ £2,000 that the Fairer Funding reform consultation is suggesting

will be used for resource equalisation purposes.

7.21 The table below shows the Council Tax base for 2025/26.

Table 7 — Council Tax Base 2025/26

Council Tax base (Band D Equivalent) 2025/26
Properties on Valuation List 385,647
Forecasted new properties 4,112
Band D properties before adjustments 389,759
Exemptions, Discounts and Other (51,887)
Council Tax Support (61,406)
Empty & Second Homes Premium 4,073
Gross Tax Base 280,538
Allowance for non-collection (7,294)
Tax Base used for setting the budget 273,244

7.22 The number of dwellings are presented as Band D equivalents, adjusted for

exemptions and discounts (including those for disabled occupants, single

occupiers, students, and exempt dwellings), and a reduction for the council tax

support scheme. There is also an adjustment for long term empty homes

premiums, as well as the newly introduced 100% premium on unoccupied and

furnished properties, including second homes.

7.23 Once the CTB1 has been completed in October and the Council Tax base has

been set, the growth in tax base will be based on the actual position plus any

forecast growth based on information from Planning officers. An estimated rate of

0.8% is then applied for future years and will be the working assumption for

2026/27 until this work is completed.

7.24 The forecast Council Tax collection rate is 97.4% for each year.

Council Tax Collection Fund Surplus / Deficit

7.25 The Council’s share of the forecast position for 2025/26 is a deficit of £1.8m. This
represents a deficit of £4.2m related to the 2024/25 outturn compared to forecast,

offset by a forecast surplus of £2.5m related to 2025/26. The forecast deficit will

be reflected in the 2026/27 budget setting.
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Council Tax Precept
The Spending Review set out the maximum increases that can be applied to
2026/27 council tax without referenda. These are:

a) Council element —2.99%
b) Adult Social Care — 2.00%

The Council is intending to take maximum precept increase of 4.99%. The
proposed changes to the council tax receivable by the Council for 2026/27 are set
out below:

a) Referendum criteria — The Spending Review confirmed the general referendum
threshold at 3.00% for the Council’s other expenditure, (excluding adult social
care). This will generate an estimated additional £15.9m, based on the 2025/26
budget.

b) Social Care Precept — the Spending review also confirmed an Adult Social
Care precept of 2%. This will generate an estimated additional £10.6m.

Council Tax Support

There are currently over 112,500 households on low incomes in receipt of Council
Tax support. Many of these households receive 100% support (including
pensioners) — meaning there is no council tax to pay. The maximum reduction
available to working age households on low income remains at 80% - which is
around 40,000 of the 112,500 total.

Grant Funding

The following table lists the corporate grants and contributions forecast. There are
also around 50 direct grants which are held within the Directorate cash limit
budgets and reflects the continued fragmentation of funding for local government.

These are included in Appendix 3.

7.30 A number un-ringfenced and specific grants that have previously been budgeted

for within directorate or corporately managed budgets are expected to be
consolidated into new specific grants or rolled into the Settlement Funding
Assessment (SFA) from 2026/27. Therefore, the 2025/26 budgets have been
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restated to present these grants within Resources available to the Council to

enable Resources changes from the Fair Funding review to be easily tracked.

Table 8 — Grants included in Core Spending Power

2025/26 | 2026/27 | 2027/28 | 2028/29
Grant £'000 £'000 £'000 £'000

DCLG Preventing Homelessness Grant 4,675 2,571 2,571 2,571
New Burdens Homelessness Grant 9,033 4,968 4,968 4,968
Rough Sleeping Prevention & Recovery 2,184 2,184 2,184 2,184
Rough Sleepers Accommodation Programme 430 430 430 430
Better Care Fund 83,788 0 0 0
Public Health Grant 109,102 | 109,102 | 109,102 | 109,102
Household Support Fund 22,544 22,544 22,544 22,544
DWP - Discretionary Housing Grant 2,689 2,689 2,689 2,689
Children and Families Grant 12,419 12,419 12,419 12,419
Children Social Care Prevention Grant 11,869 11,869 11,869 11,869
Recovery Grant 39,272 0 0 0
New Homes Bonus 8,461 0 0 0
Employers Nl increase Grant 10,401 0 0 0
Social Care Support Grant 163,926 0 0 0
Market Sustainability and Improvement Fund 24,501 0 0 0
Domestic Abuse Safe Accommodation Grant 4,238 0 0 0
Total 509,531 | 168,776 168,776 | 168,776

7.31 The grants that have been ‘grossed up’ include:

Significant specific grants:

a) Homelessness and Rough Sleeping Grant — this will bring together funding for all

homelessness and rough sleeping revenue funding, except for temporary

accommodation funding which will be rolled into RSG.

b) Public Health Grant — the Public Health Grant will be consolidated alongside

other service-specific grants to create a wider Public Health grant. It is not known

which these will be.

c) Crisis and Resilience Grant — to include Household Support Fund (HSF), Marcus

Rashford funding and Discretionary Housing Payments (DHP). The consolidated

grant will be smaller than the total of the grants in 2025/26.

d) Children, Families and Youth Grant — this will consolidate the Children’s Social

Care Prevention Grant and the Children and Families Grant, alongside further

investment in children’s social care reform. The government will explore whether
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additional grants for children, families and youth services can be consolidated
within this grant.

Section 31 Grant for Local Authority Better Care Grant. This will be as per SFA
but a ‘notional allocation’, alongside government’s expectation for how much

local authorities should spend on adult social care will be published.

Grants anticipated to roll into SFA

a)
b)
c)
d)

f)

Recovery Grant

Returned NHB

Employers NIC grant

Adult social care: Market Sustainability and Improvement Fund, Local Authority
Better Care Grant (including iBCF), and the Social Care Grant (which provides
funding for both adult and children’s social care).

Domestic Abuse Safe Accommodation grant

Temporary accommodation funding currently provided through the

Homelessness Prevention Grant.

Use of Reserves

7.32 Where reserves are used to support the Council’s overall budget position or

corporate expenditure these are shown gross as part of the Resources Available.
Table 9 below shows the breakdown of these reserves. At present, there is a
planned use of £6.4m of the Strategic Reserve in 2026/27, as shown in the Table
9.
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Table 9 Use of Reserves

2025/26 2026/27 2027/28 2028/29
Reserve £000s £000s £000s £'000s
Use of Contingency Reserve (496) 0 0 0
Use of Covid Hardship Fund Reserve to help (1,000) 0 0 0
residents with the costs of living
Use of Covid Local Support Grant Reserve to help (1,725) 0 0 0
residents with the costs of living
Decrease in General Fund Balance to maintain at 5% (5,416) 0 0 0
of net budget
Use of Strategic Reserve related to Social Care grant (11,630) 0 0 0
received in 2024/25
Use of Strategic Reserve to fund Equal Pay 0 (4,400) 0 0
Programme
Use of Strategic Reserve to fund Street Management 0 (136) 0 0
Training (P24)
Use of Strategic Reserve to fund Depot Maintenance 0 (200) 0 0
(P25)
Use of Strategic Reserve to fund Leaf Fall Removal 0 (180) 0 0
(Vehicles and Plant only) (P26)
Use of Strategic Reserve to fund Portacabin funding 0 (247) 0 0
for Smithfield (P31)
Use of Strategic Reserve to fund Training Cost Model 0 (500) 0 0
(P32)
Use of Strategic Reserve to fund Netimpact on 0 (700) 0 0
Commercial Waste operations impacting on Waste
Treatment (P20)
TOTAL (20,267) (6,363) 0 0

7.33 Where reserves are used to fund specific costs within the budget these are
included within the Directorates budgets and not separately identified in the

Resources Available table.

There are no plans to use Exceptional Financial Support (EFS) to support the
2026/27+ Revenue Budget.
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8.2 There are a number of corporate budget assumptions which inform the preparation

of the budget for the Directorates. These are set out below:

Inflation and Pay Award

8.3 Inflation is calculated on an individual cost centre basis, depending on the type of

budget. There are three broad categories of inflation:

e Pay Inflation — the estimated pay increase for Council officers for the 2026/27

financial year;

e Contract Inflation — the specific assumptions made for particular types of

purchase, including adults and children’s social care packages; and

e General Price Inflation — covering the purchase of general goods and services.

8.4 Pay Inflation

8.5 The budgeted level of pay award is 3.0% from 2026/27 to 2028/29 and is assumed

to be slightly above future forecast general inflation growth. Given the pay award

has not yet been agreed, a contingency of 1% is being held to mitigate the impact

of any higher than budgeted increase. Additional contingency is also held to fund

the costs of a new employee pay and grading structure. These contingencies are

held in the central Contingency Budget. The assumptions are shown in the table

below.

Table 10 — General Fund Pay inflation assumptions

2026/27 2027/28 2028/29
Pay award — in base budgets 3.0% 3.0% 3.0%
Pay contingency — held centrally within the 1.0% 0.0% 0.0%
Contingency budget
Total 4.0% 3.0% 3.0%
Assumptions used in the 2025/26 Budget 3.0% 3.0% 3.0%
Report

Contract Inflation
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8.6 These assumptions relate to a range of purchases where costs are not directly tied

to general inflation but to particular contractual terms. This includes payments to

third party providers to provide adults and children’s social care services, for which

the assumptions of future contract inflation are:

Table 11 — General Fund Contract inflation assumptions

2026/27 2027/28 2028/29

Adults Social Care packages — used in the Quarter 2 2025/26

4.4% 4.1% 4.0%
MTFP update
Assumptions used in the 2025/26 Budget Report 4.9% 4.8% 4.7%
Children’s Social Care third party payments — used in the

4.4% 4.1% 4.0%
Quarter 2 2025/26 MTFP update
Assumptions used in the 2025/26 Budget Report 5.2% 5.1% 5.1%

8.7 Inflation forecasts have been reviewed with finance teams and service leads,

based on the latest analysis of future care package costs. The inflation forecasts

shown above are the broad average across a range of spending categories.

General Price Inflation

8.8 These assumptions relate to a range of general goods and service budgets. For

this budget forecast, the Bank of England Forecasts for August 2025 are being

used as the latest forecast:
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Table 12 — General Fund - General Price Inflation Assumptions

2026/27 2027/28 2028/29
April-dune 3.0% 2.0% 2.0%
July-September 2.7% 2.0% 2.0%
October-December 2.5% 2.0% N/A
January-March 2.3% 2.0% N/A
Average CPI inflation (based on Bank 2.6% 2.0% 2.0%
of England August 2025 forecasts)
Assumptions used in the Quarter 2 2.6% 2.0% 2.0%
2025/26 MTFP update
Assumptions used in the 2025/26 Budget 2.3% 2.0% 2.0%
Report
Pensions
8.9 Under current legislation that governs pension funds (the Local Government

8.10

Pension Scheme Regulations), a review of pension contributions happens every
three years. At the triennial review carried out in March 2022 the Council was
required to make a Secondary contribution. As the latest forecast is that the
Council is in a surplus position it will likely mean the Secondary contribution will
cease from 2026/27. Therefore, in the MTFP the Council has assumed that this

Secondary contribution ceases from 2026/27, this equates to £14m per year.

The next triennial review is currently being carried out, and an update is expected
by December 2025. It is likely that there will be further reductions to pension
contribution costs. The actuarial review is due to conclude in December and the
West Midland local authorities and Pension Fund will need to balance the difficult
financial position local authorities are facing with the need to keep the pension
fund in a longer term sustainable position. The current funding surplus has been
driven by a particular set of economic circumstances post COVID and there a
number of risks and uncertainties to the global economy over the longer term.
Given the levels budget risks the Council is facing, no additional pension
contribution reductions have been built into the budget at this stage, above the

£14m per year.
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Corporate Budgets

8.11 There are a number of costs held Corporately which have to be funded as part of

the budget. These are outlined below.
Contingency

Table 13 — Contingency Budget proposed allocation for 2026/27 to 2028/29

2026/27 2027/28 2028/29
Contingency Budget £'000s £'000s £ '000s
Capitalisation Contingency 10,000 10,000 10,000
Improvement & Recovery Plan 20,000 20,000 20,000
Inflation Contingency 9,650 18,013 24,651
Pay and Grading Contingency 15,000 30,000 30,000
Extended Producer Responsibility 5,250 5,250 5,250
Additional Council Tax Hardship 1,361 1,361 1,361
Emergency Highways Maintenance 1,034 1,284 1,534
Community Empowerment Fund 1,000 1,000 1,000
Flood Defence Contingency 50 50 50
Business Rates 20,000 20,000 20,000
Further Potential Budget Pressures 6,000 6,000 6,000
Total Contingency budget 89,345 112,958 119,846

e Capitalisation Contingency — this budget is held as a buffer against two things:

8.12 This budget includes the following allocations:

i. the potential additional unforeseen borrowing costs as a result of the

capitalisation direction requested by the Council; and

ii. the non-delivery of savings. It provides the Council with some ability to

smooth the impact of delayed savings in the 2026/27 financial year.

¢ Improvement and Recovery Plan — this funding will enable the Council to

undertake the plans required to deliver the proposed savings programme for
the 2026/27 financial year. £3.5m of the funding will be used to fund the

resources required to complete the target operating model work in 2026/27.

¢ Inflation Contingency — this includes contingencies inflation over and above

our assumptions included within this report, such as if the Pay Award were

greater than the 3% assumed in this budget.

e Pay and Grading Contingency — this is to fund any impact on base salary

budgets of the new Pay and Grading structure.
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Extended Producer Responsibility — A budget of £3.5m for 2025/26 rising to

£5.25m from 2026/27 to fund the implementation costs of collecting,

managing, recycling and disposing of household packaging waste. £15.2m of
grant has been budgeted from 2025/26 onwards, of which £11.7m for 2025/26,
£9.9m for 2026/27 is supporting the overall budget position.

Emissions Carbon Trading Scheme — carbon permits will need to be

purchased following the end of the exemption for the Tyseley Recycling
Facility. The Directorate budget assumes a pressure of £1.264m in 2027/28
rising to £5.054m from 2028/29.

Additional Council Tax Hardship — this includes additional contributions

(reduction in liability) to residents that are already in receipt of Council Tax
Support and have a liability to pay a contribution to their Council Tax. The
funding was introduced to provide additional support to residents most in need
when there were increases in Council Tax above the referendum limit included
in the 2024/25 and 2025/26 budgets.

Emergency Highways Maintenance — contingency to cover emergency

highways related spend.

Community Empowerment Fund — this Fund is intended to be used to support

and empower local communities and support activities that: boost civic pride,
mitigate the impacts of the cost-of-living crisis, increase volunteering, improve
community cohesion, promote wellbeing and encourage active lifestyles and

protect the local environment including public open spaces.

Flood Defence Contingency — to ensure the Council has funds available for

the potential impact of flooding.

Business Rates — a £20m contingency has been included from 2026/27

onwards in anticipation of the planned reset and revaluation of business rates,

which introduces uncertainty around future income levels.

Further Potential Budget Pressures — a £6m contingency has been included to

fund further potential budget pressures where further information is required

before they can be built into the budget, as set out in paragraph 9.10.
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Oracle

8.13 The budget forecast includes a requirement of £20m for 2026/27 and thereafter
£15m per year from 2027/28 for ongoing costs of the Oracle ERP system. £2m of
this is to strengthen support services, of which £1.1m has been allocated for
additional support to transaction services, with the balance expected to be allocated

to support procurement and data management.

Levies

8.14 The Council is required to pay a number of levies. These are shown in Table 14

below:

Table 14 — Levies payable

2026/27] 2027/28] 2028/29
Levy £000s £000s £000s
West Midlands Combined Authority Transport Levy 50,401 51,409 52,438
Environment Agency Local Levy 329 336 343
Total 50,731 51,745 52,780

Capital Financing

8.15 The Capital Financing budget is set out in the table below. The budget includes
interest costs and the provision that needs to be set aside for the repayment of

debt (Minimum Revenue Provision or MRP). More details on the Council’s debt

and MRP Policy can be found in the Treasury Management Strategy.

Table 15 — Capital Financing

2026/27

£000

2027/28
£°000

2028/29
£°000

Netinterest costs 146,500 | 166,700 | 175,900
Revenue charge for loan debt repayment | 133,200 | 137,100 | 130,500
Other charges 7,800 7,800 7,800
Total 287,600 | 311,700 | 314,200
Met by the HRA 71,800 | 79,400 @ 86,100
Met by the General Fund 215,800 | 232,300 | 228,100
Total 287,600 | 311,700 | 314,200
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8.16 In 2018 the Council amended its Debt Redemption Policy in relation to Capital
Expenditure under Private Finance Initiative (PFI) contracts. The Council chose to
spread the cost over the asset life, rather than expense capital expenditure
immediately or over the contract life. This was allowable under the Minimum
Revenue Provision (MRP) regulations at the time. This adjustment has been part
of the Councill’'s annual budget since 2018 and is dependent on annual capital
expenditure being in line with the PFI operating model. As part of setting the
2026/27 budget we have chosen to rectify this accounting anomaly in the interests
of prudent financial management. The additional MRP charge for the Highways

and Schools PFI contracts will be £46m.

Page 38 of 58

Page 124 of 264
OFFICIAL



ltem 8

9  Approach to Closing the Budget Gap — Unavoidable Pressures and
Budget Savings

9.1 Over the summer work has progressed with the Corporate Leadership Team to
identify and review any unavoidable budget pressures and to identify savings to

close the budget gap.

Budget Pressures

9.2 The table below sets out the budget pressures that are included in the draft
Directorate Budgets. The top part of the table shows the pressures agreed as part

of the 2025/26 budget setting process, with new pressures identified below.
9.3 A summary is provided below with further details contained in Appendix 1.

Table 16 — Summary of budget pressures 2026/27 to 2028/29

Directorate 2026/27 2027/28 2028/29
£'000 £'000 £'000
Existing/Revised Pressures
Adult Social Care & Health 16,608 17,548 18,640
Revised assumptions for demand growth (9,700) (4,800) 0
Children & Families (BCC) 2,099 2,183 2,288
Children & Families (BCT) 18,085 18,411 19,038
City Housing 4,631 (4,150) (4,850)
City Operations (125) 1,983 8,484
Finance (5,565) (5,279) (399)
HR, OD & Transformation (5,787) 0 0
Place, Prosperity & Sustainability (33) 118 (80)
Strategy, Insight & Governance (3) 0 (892)
Total: Existing/Revised 20,210 26,014 42,229
New Pressures
Adult Social Care & Health 500 0 0
Children & Families (BCC) 1,160 0 0
City Operations 2,054 (1,716)
Finance 2,697 0 0
HR, OD & Transformation 4,400 (4,400) 0
Total: New Pressures 10,811 (6,116) 0
Corporately Managed Pressures 58,555 22,487 (7,076)
Total 89,576 42,385 35,153

9.4 Adult Social Care — The initial £16.608m allocated for demographic growth in
2026/27 is expected to be reduced by £9.7m through the ongoing strength-based
review of care packages leaving a net pressure of £6.908m during 2026/27. An
additional budget pressure of £500k has been added for 2026/27 for the role of
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libraries, and Saturday opening, in the delivery of the early intervention and

prevention strategy.

Children and Families (BCC) - this includes provision for the expected increase in
ECHPs, home to school travel, increased resource to manage the growing casework
from elected home schooling and to correct an incorrect recharge for Adult

Education.

Children and Families (BCT) - whilst significant increases were made in the 2025/26
budget for demographic growth it was agreed that there was likely to be a
requirement for further funding to meet the costs of a growing number of more

complex cases. This has now been included.

City Housing - £4.631m was already included to cover additional demand and other
pressures in temporary accommodation. There are no further changes to these

assumptions.

Corporate Core (Finance) - the pressures include £2m invest to save funding to
support delivery of a new target operating model in procurement. The new service
will work with directorates to help deliver savings though better procurement. There
is a separate cabinet report elsewhere on the agenda. There is also £697k to
continue funding that was scheduled to end in 2026/27 for strengthening the

business partnering function, and £30k to support the review of trusts, and charities.

Also included in the above are the following one-off pressures will be met from
strategic reserves in 2026/27. It is assumed that the requirement for this funding
will end after 2026/27.

e £4.4m to fund the additional cost of the Equal Pay team. The work of the team
has been impacted by the waste services industrial action and the additional

sum is required to conclude the work in 2026/27.

e £1.963m to meet other ongoing costs from the dispute. This includes £0.7m to
cover loss of commercial waste income due to reducing customer base and
£1.263m for waste transformation costs including essential depot
maintenance, health and safety measures. It is not yet known when the
dispute will end and there may be a further financial impact on 2026/27 which

has not been budgeted for.
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9.10 Finally, a £6m contingency has been held to fund further potential budget pressures

where further information is required before they can be built into the budget. These

include:

e Street Scene - funding to meet staff cover to ensure budgeted standards of

service delivery can be achieved.

e Birmingham Museums Trust — the contract renewal is currently being

negotiated, and it is likely that the cost will increase.

e Vehicle Management System — with the implementation of the new system

there is an opportunity to move to a city-wide vehicle management service.

Some further investment is likely to be required to facilitate this, and the

supporting business case is being finalised.

¢ Funding to support the implementation and ongoing costs of digital technology

investment including the implementation of a new voice automation system.

9.11 All the budget pressures, including those where more information is being collated,

will be subject to detailed review through the Budget Scrutiny process.

Budget Changes

9.12 The table below sets out the budget changes that are included in the draft

Directorate Budgets. A summary is provided below with further details contained in

Appendix 1.

Table 17 — Summary of budget changes 2026/27 to 2028/29

Directorate 2026/27 2027/28 2028/29
£'000 £'000 £'000
Children & Families (BCT) 11,869 0 0
Total 11,869 0 0

9.13 The Fair Funding review has confirmed the Children’s Social Care Prevention Grant
will continue from 2026/27. The Children and Families BCT contract budget has

been increased to reflect the transfer of the expected grant to BCT. This is in line

with the grant conditions, which require the grant to be used to support the

transformation of services to the Families First model and partnership working. As

part of the partnership working, a proportion of the grant will also support
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strengthening the Council’s service to meet the increased education safeguarding

requirements.

Budget Savings

9.14 The objective is to move to a longer term approach to delivering service reform and
transformation over the life of the medium term financial plan, in line with the savings
principles set out in paragraph 4.6 of this report. The proposals set out in this report
represent the first step in moving towards that approach. In most areas the savings
are well developed, and the underpinning Delivery Plans and Equality Impact

Assessments will be available to support the budget scrutiny process.

9.15 The budget savings proposals are summarised in the table below with more

information included in Appendix 1.
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Table 18 — Summary of budget savings 2026/27 to 2028/29

Directorate 2026/27 2027/28 2028/29
£'000 £'000 £'000
Existing/Revised Savings
Adult Social Care & Health 6,983 0 0
Children & Families (BCC) (100) (1,340) 0
Children & Families (BCT) 8,200 3,500 2,200
City Housing 9,900 800 0
City Operations 781 0 0
Finance 1,075 0 0
HR, OD & Transformation 2,172 0 0
Strategy, Insight & Governance 40 0 0
Place, Prosperity & Sustainability 1,150 0 0
Total: Existing/Revised 30,201 2,960 2,200
New Savings
Adult Social Care & Health 15,178 11,800 0
Revised assumptions for demand growth 9,700 4,800 0
Children & Families (BCC) 1,298 (375) 0
Children & Families (BCC) — TBC 0 2,000 0
Children & Families (BCT) 21,290 100 1,630
City Housing 877 0 0
City Operations 9,943 1,775 0
City Operations -TBC 0 5,000 0
Finance 1,830 0 0
HR, OD & Transformation 0 2,100 0
Strategy, Insight & Governance 200 520 0
Place, Prosperity & Sustainability 1,000 500 0
Corporate — Procurement 7,000 0 0
Corporate —TBC 2,000 0 0
Total: New Savings 70,316 28,220 1,630
Total 100,517 31,180 3,830

ltem 8

9.16 Adult Social Care — A range of proposals have been developed, aimed at reducing
demand and the cost of care packages, improved income collection and debt
recovery, reduction on non-pay expenditure and restructure of services to create a
new target operating model based on locality and neighbourhood teams. This will
include the establishment of a dedicated social work service for people with learning

disabilities.

9.17 Children and Families (BCC) — Savings through youth service estate efficiencies
and rationalisation of directorate IT budgets are included as well as release of

reserve and budgets no longer required.
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9.18 Children and Families (BCT) — Trust 2025 transformation targets have been
increased significantly as well as new early help prevention work, demand

management initiatives and other general efficiencies by the trust in 2026/27.

9.19 City Housing — The directorate will continue to progress initiatives aimed at
increasing supply and managing demand for temporary accommodation. In

addition, further savings from dispersed rent increased have been included.

9.20 City Operations — A range of initiatives are being developed through the planned
transformation of waste services to deliver most of the £9.943m additional savings
put forward. The impact of the ongoing industrial action will need to be managed to
ensure these can be delivered in 2026/27 and the position is being kept under
review. There are also proposals to deliver further savings through lighting

improvements and management of community centres.

9.21 Finance — Traded services efficiencies, structural changes in Development and

Commercial and a reduction in External audit fees are being proposed.

9.22 In addition, there are some areas where savings targets have been included for work
that is being finalised for the final Medium Term Financial Plan set to go to February
Cabinet. This is in recognition of the fact several areas of work are scheduled to be
completed between October and December, including the annual review of Fees

and Charges. These include the following:

- A business case for investment in developing a Corporate Commercial and
Procurement Service is included elsewhere on the agenda. The proposals
include a £7m benefits case to be achieved in 2026/27. Further detail, including
the Delivery Plan and underlying principles on how the potential benefits can be
turned into cash releasing savings, is required before this can be built into the
MTFP.

- All Directorates are also being asked to relook at all areas for further savings and
efficiencies, this will involve reviewing Fees and Charges to ensure budgets are
right sized and the impact of increasing Fees and Charges, either in line with
inflation or due to other policy changes, is included as a saving. Therefore, at

this stage a £2m savings target has been included.

9.23 For 2027/28 further savings of £56m from City Operations and £2m from Children

and Families have been requested. The Directorates are working on proposals that
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meet these targets. The Children’s Services savings work may be impacted by the
proposed government SEND reforms due to be published in the Autumn. Therefore,
no further savings are planned until 2027/28. City Operations are considering a
more fundamental review of their fees and charges for 2027/28 which is anticipated

to help address the further savings target.

Non Delivery of 2025/26 Budget Savings

There are a number of red rated savings reported in the Quarter Two monitoring.

These include:

e Street scene transformation savings — it is assumed that these will be
delivered in 2026/27. This will be reviewed once the revised plans for
reimplementing fortnightly collections and food waste collections, along with

the other planned service changes, have been confirmed.

e £5.5m for transformation from service consolidation and voice automation.
Alternative measures are being prepared for how these savings will be
delivered in 2026/27.

The other red and amber rated savings are being carefully reviewed and budget

assumptions will be updated for the final draft MTFP in February.

Investment Proposals

No investment proposals have been included in the budget at this stage. These will
be considered as part of the next phase of the budget work to be incorporated,

should any funding be available once the Finance Settlement has been confirmed.

Any investment proposals will need to support the delivery of corporate priorities,
including ensuring the city remains an attractive environment where people want to
live and work, ensuring a high standard of service delivery on core services to
residents and to continue to secure progress in the service transformation and
corporate improvements required. Areas which are likely to be considered priorities

include:
o Ensuring the city is clean

o Supporting ward and neighbourhood working

Page 45 of 58

Page 131 of 264
OFFICIAL



Temporary Accommodation or Children’s Services

savings, including potential further investment in digital, corporate

communications, the development of the Commercial and Procurement

function and of Corporate Landlord function

ltem 8

Providing support to effectively manage demand pressures, for example in

Improving the effectiveness of how the council operates to support further

9.28 Finally, the 2025/26 monitoring is showing continued pressures on the demand for

services, especially in the areas of support to children and young people with special

educational needs, including the demand for home to school transport, and

continued high demand for temporary accommodation. All these areas will need to

be carefully reviewed before the final budget is set.

Directorate Budgets

9.29

The revised Directorate budgets have been prepared taking into account the

corporate assumptions for measures such as inflation, and the budget pressures

and savings outlined above. are shown in Table 19 below.

9.30 For the final MTFP, the Directorate Budgets will be updated for the planned use of

earmarked reserves.

Table 19 Directorate Budgets for 2026/27

Directorate 2025/26 Inflation & |Variations +/{ Savings 2026/27 Net
Current Pay Award £'000 2026/27 | Base Budget
Budget 2026/27 £'000 £'000
£'000 £'000
Adult Social Care & Health 637,334 18,993 17,108 (31,861) 641,574
Children and Families 392,440 16,111 33,213 (29,362) 412,402
City Housing 44,129 1,700 4,631 (20,777) 39,682
City Operations 199,936 5,600 1,929 (10,324) 197,141
Finance 94,588 391 (2,868) (2,905) 89,206
Strategy, Insight & Governance 18,142 102 (3) (240) 18,001
HR, OD and Transformation 35,407 (342) (1,387) (2,172) 31,506
Place, Prosperity and Sustainability 9,294 514 (33) (2,150) 7,624
Total Directorate Net Expenditure (excluding Central 1,431,270 43,067 52,590 (89,791) 1,437,136
Support Costs)
9.31 Further information is contained within the Directorate Budget appendices.
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9.32 The overall impact on the Council’s budget position is shown in the table below.

Table 20 — 2026/27 to 2028/29 Forecast General Fund Revenue Budgets

Directorate 2025/26 2026/27 Net | 2027/28 Net | 2028/29 Net
Current Base Budget | Base Budget | Base Budget
Budget £'000 £'000 £'000
£'000

Resources Required:

Adult Social Care & Health 637,334 641,574 665,944 707,582
Children and Families 392,440 412,402 446,839 482,805
City Housing 44,129 39,682 36,427 33,168
City Operations 199,936 197,141 201,207 218,700
Finance 94,588 89,206 86,555 88,856
Strategy, Insight & Governance 18,142 18,001 18,176 17,950
HR, OD and Transformation 35,407 31,506 26,162 27,319
Place, Prosperity and Sustainability 9,294 7,624 8,795 10,302
Total Directorate Net Expenditure (excluding Central 1,431,270 1,437,136 1,490,104 1,586,682
Support Costs)

Central Support Costs (16,871) (16,673) (17,259) (17,917)
Total Directorate Net Expenditure 1,414,399 1,420,463 1,472,846 1,568,765
Corporately Managed Budgets 289,657 340,842 365,147 359,247
Total General Fund Budget 1,704,056 1,761,305 1,837,993 1,928,012
Resources Available:

Business Rates / Settlement Related Funding (629,580) (1,028,847)| (1,069,377)] (1,122,951)
Council Tax Income (533,664) (555,558) (589,818) (624,204)
Grants and other External Funding (509,531) (168,776) (168,776) (168,776)
Use of Reserves (20,267) (6,363) 0 0
Exceptional Financial Support (EFS) requested (11,014) 0 0 0
Total Resources Available (1,704,056)| (1,759,544)| (1,827,971)| (1,915,930)
Net Budget 0 1,761 10,022 12,082

9.33 As can be seen a small budget gap remains for 2026/27, rising to c£10m per annum

from 2027/28. As well as the planned work outlined in this report further work will

be required on measures to close the budget gap.
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Reserves and Balances

The Reserves and Balances Policy is included at Appendix 2. This has been
reviewed and is consistent with the latest guidance from the Chartered Institute of
Public Finance and Accountancy (CIPFA). The Policy makes it clear that reserves
must not be used to avoid the need to make ongoing savings or to fund ongoing
budget pressures other than in exceptional circumstances. Reserves can only be
used on a one-off basis, which means that their application does not offer a

permanent solution.

To drawdown balances from the Reserves, any request will have to be formally
approved by the Section 151 Officer and go through the spend control process.
Any use of reserves that has not been budgeted for will need to be reported as

part of the Quarterly Budget Monitoring and require Cabinet approval.
General Fund Balance

The General Fund Balance is the main reserve for any unforeseen events. A
review of reserves in 2024/25, including comparisons to other councils, outlined
that this reserve should be 5% of the net expenditure budget. For 2026/27 this
balance will be held at £55m which is deemed appropriate with the level of budget
and the financial risks the Council faces. The reserve needs to be considered
alongside the other main allowances for risk, namely the Revenue Contingency,
and the Strategic Reserve. The level of General Fund reserve held will be
assessed annually. The reserve would cover 11.2 days of spend at the current

budget level.
Strategic Reserves

The Strategic Reserve is held as a contingency to cushion the impact of
unexpected events or emergencies. It is in part to cover the revenue budget risks
identified in the S25 Report accompanying the 2025/26 MTFP. To date £14mis
being requested to fund the costs of the Industrial Dispute during 2025/26, partially
offset by a contribution of £10m to provide some limited investment capacity for
non-funded urgent capital items. This report recommends the reserves is
considered to fund any one-off consequential impact of the dispute in 2026/27 as
well as the one-off additional costs of £4.4m to complete the Equal Pay job
evaluation and associated work, and to fund £2.0m of other costs to transform the

Waste Service.
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Reserves Forecast

10.5 The summary movement in reserves is shown in Table 21 below. This shows the
forecast movement in reserves between the planned figures for the 2025/26 and
2028/29 financial years, including planned contributions to and from reserves and

balances.

10.6 For the final MTFP a table will be included that sets out the planned use of

earmarked reserves in future years.
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Table 21 — 2026/27 to 2028/29 Reserves and the General Fund Balance Forecast

Analysis of Reserves - 2026/27 to 2028/29

Description 31/03/2026 31/03/2027 31/03/2028 31/03/2029

£'000 £'000 £'000 £'000
General Reserves and Balances
Corporate General Fund Balance 52,130 55,000 55,000 55,000
Strategic Reserve 104,032 97,669 97,669 97,669
General Reserves and Balances 156,162 152,669 152,669 152,669
Schools Reserves 90,694 90,694 90,694 90,694
DSG Reserves 42,066 23,244 (3,174) (38,065)
Public Health Reserves 23,401 18,341 16,054 13,087
Earmarked Reserves
Earmarked reserves: Contractual commitments
Highways PFI 207,310 207,310 207,310 207,310
Other Contractual Commitments 9,562 9,562 9,562 9,562
Total Contractual commitments 216,873 216,873 216,873 216,873
Earmarked reserves: Planned Future Revenue & Capital Expenditure
Bus Lane Enforcement Income 16,574 19,074 21,574 24,074
Clean Air Zone 70,384 75,131 77,830 66,177
Community Recovery Plan Reserve 229 229 229 229
Euro 2028 Reserve 6,372 6,059 5,212 0
Capitalisation Contingency Reserve 11,980 11,980 11,980 11,980
Improvement Plan Reserve 1,413 1,413 1,413 1,413
Community Empowerment Fund Reserve 933 933 933 933
Covid-19 Council Tax Hardship Fund Reserv 0 0 0 0
One-off resources from previous years 580 580 580 580
S31 Grant Reserve 4,113 0 0 0
Other Grant Reserves 117,529 100,970 94,280 94,241
Other Earmarked Reserves 86,486 87,496 90,268 93,398
Total Planned Future Revenue & Capital | 316,594 303,866 304,299 293,026
Earmarked reserves: Specific Risks
Business Rates Volatility Contingency 16,345 16,345 16,345 16,345
Cyclical Maintenance 16,734 18,534 20,334 22,134
Insurance Fund 12,841 14,652 16,463 18,274
Total Specific Risks 45,920 49,531 53,142 56,753
Earmarked reserves: Other
Other Reserves (251) (251) (251) (251)
Total Other (251) (251) (251) (251)
Total Earmarked Reserves 579,135 570,018 574,062 566,401
Total Reserves 891,458 854,966 830,305 784,786

10.7 The Reserves Strategy is appended, and will be further developed for inclusion as

part of the Budget Papers to Cabinet and City Council in February 2026. Alongside

this piece of work, all reserves that are currently held are being reviewed to ensure

that they are accounted for correctly and their purpose is known.
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11 Budget Risks

11.1 The key risks identified to the delivery of a balanced budget, at the time of writing

this report, are set out in the table below.

Risk Explanation of risk

Increasing demand There is a risk of increased future demand relative to the
for social care and city’s capacity and budgeted forecast, driven by an ageing
homelessness population, increasing complexity of needs, and population

support is higher than | growth.

budget assumptions - ] ) .
Additional government funding for social care, the council

tax precept and other Council resources have been used
to provide more funding in these areas based on a
reassessment of demand. The profile of future demand
has been reviewed and updated for 2026/27. The
underlying data which drives these costs is closely monitored
throughout the year to enable early corrective action to be
taken where possible.

There have been increasing pressures in the demand for
temporary accommodation. Some mitigations are set out in
the Quarter 2 Monitoring Report elsewhere on the agenda.
Demand is closely linked to other policy decisions around
housing and the use of hotel accommodation and a full
review is being carried out.

Future of specific weiThere is a risk that funding may decrease over time,
grants remains requiring the Council to explore alternative funding
uncertain arrangements or develop exit strategies for the work

currently supported by the grants.

Work will continue to identify such grants, in a grants
register, so that the impact to the Council is established
with the principle that there is no assumption of Council
funding replacing such grants.

To show the impact of the risk to the Council the budgets
are grossed up, so it is clearer where grants are being used
to fund expenditure.

The position will be further reviewed once funding for 2026/27
has been confirmed.

Waste Industrial The current industrial action could lead to waste savings and
Action efficiencies being delayed or undelivered. There has been a
financial impact on 2025/26 which has required the use of
some of the Strategic Reserve and the delay of waste
transformation savings. Through the work of the
Transformation Board, revised plans are being put in place
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for 2026/27 and the financial impacts will be carefully
assessed before the MTFP is finalised.

Highways PFI

The decision on the Highways PFl is still awaited. In the
event that the PFI arrangement is terminated early, this will
lead to a reduction in highways expenditure. Contingency
plans are in place including an assessment of required
future spend and for the novation and procurement of the
contract and to assess risks against/future use of the
Highways PFI reserve.

Brindley Oracle
implementation and
delivery of outcomes

There is a risk that the Oracle programme overruns or that
the ongoing cost is higher than the current forecast or does
not deliver its outcomes relating to robust finance and HR
operations.

The programme is currently within budget and forecasting a
small surplus for 2025/26 and full budgetary provision has
been made for future years. Robust governance
arrangements are in place with strengthened arrangements to
embed business change under the Transformation Board.

The Brindley Programme has developed a set of agreed
Stage Gates each with their own target date.

Non-delivery of the
approved savings
programme

Any non-delivery of savings in the current financial year
will add to the budget gap. This programme is being
rigorously monitored to enable early corrective action to be
taken if savings are not deliverable as planned.

If savings cannot be delivered, then compensating new
savings will be found and go through the change control
process. This process is underway to include the
mitigations and formal change control for quarter three
financial and IRP reporting. The Council holds a
capitalisation contingency against non-delivery of savings.

Development of new
savings

There are significant savings areas still in development to
close the budget gap.

A detailed review of savings delivery plans is still required
to ensure savings included within the MTFP are robust and
deliverable.

Volatility of resource
base including
business rates and
council tax

There is a risk of volatility in our resource base due to
business rates appeals, the reset of the business rates
system by the Government, revaluations, and collection
rates. A 1% reduction in collection in either Council Tax or
Business rates income leads to a corresponding drop in
income of £5-6m.

The position on business rates and council tax is being
reassessed with advisors. The Council’s resource base is
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regularly monitored. In addition, to mitigate the risk a
business rates reserve has been established to help smooth
income over financial years and a contingency of £20m for
the potential impact of the business rates revaluation.
External advisors support financial planning to provide

Timeline to Mitigate
Equal Pay Issues

This places a premium on work to manage potential Equal
Pay liabilities being carried out on time. A strict timeline is
required to resolve Equal Pay issues, not just open litigation,
but also resolving the issues that are the root cause of
potential Equal Pay liabilities.

Pensions
Contributions

At present the MTFP model assumes that the triennial
valuation due in 2026/27 will remove the requirement of
the Council to contribute the Secondary rate due to the
Fund being in a surplus. In anticipation of a favourable
valuation given the surplus in the pension position both
locally and nationally, the Council has updated the MTFP to
reflect reduced contributions from 2026/27, this equates to
£14m per year. There is however a risk that the impact of the
revaluation on the Council’s contribution is materially different
to current assumptions.
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12 Conclusion and Next Steps

12.1 Whilst work remains to ensure that there is a robust and deliverable MTFP that is
balanced for the next two financial years, the report represents good progress for
this stage in the financial year. The work carried out over the Summer has been
designed to build a sustainable budget approach, ensure corporate grip (as set out
in the budget principles) but it is recognised that there is more to do, and the position

is not without risk.

12.2 The budget proposals do not include any planned use of Exceptional Financial
Support or the use of reserves apart from for specific circumstances. A prudent
approach has also been taken to the Fairer Funding reforms, which have helped
address historic funding inequities and supported the development of a more
sustainable MTFP. Importantly the Council’s financial position is not that different
to other local authorities, although the impact of Exceptional Financial Support puts

considerable strain on the Council’s capital investment capability.

12.3 Work will continue to ensure that a fully balanced and sustainable budget is
produced. Further work is also required to complete the due diligence of the savings
and pressures, and identifying the remaining savings and efficiencies required to
balance the 2026/27 budget. However, the Council is in a reasonable position for
this time of year and by producing a draft MTFP this early the Council is able to
spend time refining the assumptions. Table 22 sets out he next key milestones.

Table 22 — Budget Timeline

Date Milestone

24 October Corporate and Finance Overview and Scrutiny Committee —
review draft MTFP

October - Corporate & Finance Overview and Scrutiny Committee —

December Budget Scrutiny Task and Finish Group review draft MTFP

Early November Government Policy Statement on local government funding

26 November Autumn Budget Statement

Late December Provisional Local Government Finance Settlement

Late December Update to Fairer Funding and Business Rates revaluation

Early February Final Local Government Finance Settlement

10 February Full suite of Budget reports to Cabinet

Early March Budget Setting Council

Page 54 of 58

Page 140 of 264
OFFICIAL



ltem 8

12.4 This report, along with the savings delivery plans and pressure templates, will be
shared with the Corporate and Finance Overview and Scrutiny Committee for their
Budget Scrutiny Task and Finish Groups to consider and propose
recommendations. This will happen through October to December and the
recommendations will be incorporated into the final MTFP presented to the February
Cabinet. Appendix 5 sets out recommendations from previous Scrutiny meetings

that will be considered at the Task and Finish Groups.
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ltem 8

RISK MANAGEMENT

There remains significant uncertainty in respect of public spending levels and the
level of funding for local government and therefore the assumptions outlined in this
report will be subject to continual review. The known budget risks are summarised

in in Section 11.

CONSULTATION
Internal

This report has been written in consultation of CLT members and has been
discussed with Cabinet Members. The content of this report is also based on

presentations to the Commissioner led Finance Sub-Board.
External

The Council is yet to determine how to engage with the public on the 2026/27
budget. Once determined, specific plans will be developed if appropriate.

MEMBER ENGAGEMENT

Ward Councillor(s)

Not Applicable

Overview and Scrutiny

Overview and Scrutiny are being engaged as part of the 2026/27 budget setting
process, and as such this report will be considered at the October meeting of the
Corporate & Finance Overview and Scrutiny Committee.

Other
Not Applicable

IMPACT AND IMPLICATIONS

Finance and Best Value

The detailed financial implications have been covered throughout the report.
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Legal

16.2 A local authority is required under the Local Government Finance Act 1992 to

produce a balanced budget.

Equalities

16.3 There are no specific equalities implications arising from this report. Any equalities

implications will be identified as specific budgets are developed.

Procurement

16.4 There are no procurement issues arising directly from the contents of this report.

Any procurement implications will be identified as specific budgets are developed.

People Services

16.5 There are no specific human resources implications arising from this report. Any

Human resource implication will be identified as specific budgets are developed.

Climate Change, Nature and Net Zero

16.6 There are no specific climate change, nature and net zero implications arising from
this report. Any climate change, nature and net zero implications will be identified

as specific budgets are developed.

Corporate Parenting

16.7 There are no specific corporate parenting implications arising from this report. Any
corporate parenting implications will be identified as specific budgets are

developed.

Other

16.8 There are no other implications arising from the recommendations in this report.
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17 APPENDICES

17.1 Appendix 1 — Draft Budget Book

17.2 Appendix 2 — Reserves & Balances Policy

17.3 Appendix 3 — Draft Directorate Grants Register

17.4 Appendix 4 — Housing Revenue Account Business Plan

17.5 Appendix 5 — Budget Scrutiny Task and Finish Group Recommendations

18 BACKGROUND PAPERS

18.1 2025/26 to 2028/29 Budget Setting for General Fund Revenue Account, Capital
Programme and 2025/26 Treasury Management Strategy and Policy, to Cabinet
11 February 2025 and approved by City Council on 04 March 2025.

18.2 2026/27 to 2028/29 General Fund Medium Term Financial Plan Refresh - Update
to Cabinet at Quarter 1 of the 2025/26 Financial Year, report to Cabinet 22 July
2025.
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1 Appendix 1 — Draft Budget Book
On the following pages, a summary is provided to show the Directorates budget, and a schedule of pressures and savings.
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2 Adult Social Care & Health Directorate — 2026/27 to 2028/29 Base Budgets

Adult social care supports around 13,000 citizens at any point in time, providing around 18,000 packages of care and remains one
of the Council’s largest areas of net expenditure. The directorate also provides prevention, recovery and re-enablement services;
safeguarding of adults; as well as public health and library services.

Division 2025/26 Current Inflation & Pay Variations +/- Savings 2026/27 Net 2027/28 Net 2028/29 Net
Net Base Budget Award 2026/27 £'000 2026/27  Base Budget Base Budget Base Budget
£'000 £'000 £'000 £'000 £'000 £'000

AD Community Services & ED & | Division 23,549 (104) 0 (4,633) 18,812 17,090 17,839

Adult Care Packages Division 381,237 18,687 16,586 (14,700) 401,810 432,400 470,569

Adults Social Care Division 474 2 0 (1,500) (1,025) (2,043) (2,081)

Commissioning Division 27,779 221 0 (1,850) 26,151 27,576 28,013

Director Community and Operational Services Division 53,554 (529) 0 (6,678) 46,347 43,055 44,524

Quality and Improvement Division 2,094 42 0 0 2,136 2,205 2,275

Early Intervention & Prevention Division 39,545 674 522 (2,500) 38,242 36,559 37,340

Public Health Division Division 109,102 0 0 0 109,102 109,102 109,102

Total Adults Social Care & Health Directorate Net Expenditure 637,334 18,993 17,108 (31,861) 641,574 665,944 707,582
(excluding Central Support Costs)

Central Support Costs 36,836 0 (432) 0 36,403 37,683 39,121

Total Adults Social Care & Health Directorate Net Expenditure 674,170 18,993 16,676 (31,861) 677,977 703,627 746,703

Inflation
Type of Inflation 2026/27 2027/28 2028/29
£000 £000 £°000

Pay Inflation (1,259) 2,705 2,807

Contract Inflation 18,451 18,933 19,724

General Price Inflation 1,801 783 467

Total 18,993 22,422 22,999
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Pressures/Growth Schedule

Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £000 £000 £°000
Adult Care Demographic Growth — Due to the work of the Directorate to manage growth in packages Existing/Revised 16,586 17,614 18,714
Packages Division of care reductions seen in 2024/25 will continue into 2025/26 and ongoing. The proposal
is to right size this for 2026/27 with a further reduction in 2027/28.
Early Intervention & | Libraries — closing Saturday opening will dimmish the ability to enable the Directorates New 500 0 0
Prevention Division | Ealy Intervention and Prevention savings for 26/27 and so the budget requires additionality
Total 17,086 17,614 18,714
Early Intervention & | Change in Recharge to Public Health Existing 22 (66) (74)
Prevention Division
Total 17,108 17,548 18,640
Savings Schedule
Division Ref | Description of Saving Type of New or 2026/27 | 2027/28 | 2028/29
Saving Existing | £°000 £°000 £°000
Community Services & 126 | Review of Care Centre Model - This saving involves the review of the Service Existing 2,133 0 0
ED&lI usage of the Council’'s Care Centres to consider options for the future use Reduction
of all services considering the needs of the residents and stakeholders.
All Divisions 356 | ASC Service Redesign and Efficiencies - Further review and redesign of | Efficiency Existing 1,600 0 0
staffing structures within the directorate to deliver additional savings.
Community Services & 357 | Review of Transitions Services - When a young person transitions to Efficiency Existing 1,000 0 0
ED&I Adult Social Care from Children's services their care packages are
considerably higher. By working in a preventative way Adult Social Care
can work with the young person prior to their transition into Adult Service to
achieve unit cost reductions as soon as they transfer to maximise their
independence.
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Commissioning Division 359 | Third sector commissioning - To release savings related to contracts or Efficiency Existing 250 0
grants that can be ended or can be funded through other budgets and
grants.
Adult Care Packages 360 | Review of Adult Social Care packages - to continue review of care Service Existing 2,000 0
Division packages applying a system wide approach to strength-based Reduction
assessments with a view to reducing costs.
Early Intervention & 391 | Early Intervention & Prevention - By reviewing neighbourhood profiles to | Efficiency New 2,500 2,500
Prevention Division develop an understanding around the demand for Social Care, SEND and
Homelessness will reduce.
Adult Social Care & 392 | Other non-pay related cross Divisional efficiencies - To include a Efficiency New 1,500 1,000
Health (cross Divisional) review of non-essential expenditure, staff transport and IT related savings
and efficiencies
Adult Packages of Care 393 | Improved Income Collection & Debt Recovery - Following review of Income New 2,000 1,000
debt collection there will be development of an income generation and debt
recovery strategy.
Community Services & 394 | Development of a Learning Disability, Autism & Younger Adults Efficiency New 2,500 2,500
ED&I Service - Creation of a dedicated service to ensure care provided is
appropriate in scale and cost across this cohort of Citizens delivering better
outcomes.
Community & 395 | Locality and Neighbourhood Team Operating Model - Adult Social Care | Efficiency New 6,678 4,800
Operational Services Restructure providing a new operating model across localities that aligns
with Neighbourhood health that will increase efficiency and effectiveness of
the way we work.
Adult Care Packages n/a | Reduction in previous growth assumptions - Due to the work of the Efficiency New 9,700 4,800
Division Directorate to manage growth in packages of care in 2024/25 and 2025/26,
previous growth assumptions for 2026/27 onwards have been revised
down.
Commissioning Division 211 | Reversal of One-off Public Health Funding from Prior Years (Ref.211) Income (1,000)
Total 31,861 15,600
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3 Children and Families Directorate — 2026/27 to 2028/29 Base Budgets

Children & Families provide children’s social care services through the Birmingham Children’s Trust (BCT) contract. The directorate
is also responsible for education, including for children with Special Education Needs and Disabilities (SEND), skills and
employability skills for young people, and provides a statutory Home to School Transport service to some of the most vulnerable
children and young people in the city.

Division 2025/26 Current Inflation & Variations +/- Savings 2026/27 Net 2027/28 Net 2028/29 Net
Net Base Pay Award £'000 2026/27 Base Budget Base Budget Base Budget
Budget 2026/27 £'000 £'000 £'000 £'000
£'000 £'000

Children and Families Division 7,349 266 513 (500) 7,628 5,993 6,330
Thriving Families 2,251 69 647 0 2,967 3,234 3,509
Send and Inclusion Division 14,853 (31) 689 0 15,511 16,797 18,161
Children's Travel Service 45,237 1,269 1,410 (500) 47,415 50,479 53,170
Schools and Employability Division 4,898 79 0 2 4,979 5,295 5,748
Performance and Commissioning Division 4,733 1,333 0 (150) 5,916 7,373 8,873
Birmingham Children's Trust 313,119 13,127 29,954 (28,214) 327,986 357,667 387,013
Total Children and Families Directorate Net Expenditure 392,440 16,111 33,213 (29,362) 412,402 446,839 482,805

(excluding Central Support Costs)
Central Support Costs 15,375 0 (180) 0 15,195 15,729 16,329
Total Children and Families Directorate Net Expenditure 407,815 16,111 33,033 (29,362) 427,596 462,567 499,134

Included in the Birmingham Children’s Trust figures are the annual Birmingham Children’s Trust contract budget, savings,
pressures and adjustments, and also other related funding and adjustments, including Public Health grant income.
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Inflation

Type of Inflation 2026/27 2027/28 2028/29
£000 £000 £000
Pay Inflation 159 1,619 1,675
Contract Inflation 14,275 14,902 15,705
General Price Inflation 1,677 1,007 1,101
Total 16,111 17,528 18,480
Budget Change
Division Description of Budget Change 2026/27 2027/28 2028/29
£000 £000 £000

Children's Trust Contract Transfer of Children’s Social Care Prevention Grant from BCC to BCT 11,869 0 0
(BCT)

Total 11,869 0 0

Pressures/Growth Schedule
Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £000 £000 £000
Send and Inclusion SENAR/SEND (6% annual estimated growth in EHCPs/staff costs) Existing/Revised 689 729 772
Division
Children's Travel Service | Children’s Travel Service (estimated 3.11% annual growth in children requiring home | Existing/Revised 1,410 1,454 1,516
to school transport)
Thriving Families Elective Home Education (estimated on BCC current open cases which has New 647 0 0
increased by 26% from last year.

Children and Families Adults Education Management (Income Recharge) Pressure New 513 0 0
Division
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Children's Trust Contract | BCT estimated demographic/demand pressure Existing/Revised 12,333 12,961 13,588
(BCT)
Children's Trust Contract | UASC estimated net annual unfunded pressure Existing 1,000 1,000 1,000
(BCT)
Children's Trust Contract | BCC Digital & Tech Services (DTS) estimated increase in annual recharges to BCT Existing 350 350 350
(BCT)
Children's Trust Contract | BCT staff pay increments (will need to be reviewed pending the outcome of the pay Existing 1,600 1,600 1,600
(BCT) and grading review)
Children's Trust Contract | BCT complexity of need (it was agreed this would be revisited annually) Existing 2,802 2,500 2,500
(BCT)
Total 21,344 20,594 21,326
Savings Schedule
Division Ref Description of Saving Type of New or 2026/27 | 2027/28 | 2028/29
Saving Existing | £000 £000 £°000
Children's Trust Contract (BCT) 252 Trust 2025 transformation - Further transformation of Efficiency | Existing 8,200 3,500 2,200
services. Will result in a reduction to the Birmingham Children’s
Trust contract price.
Children & families Division 396 Early Years Service Residual General Fund Budget - Income New 500 0 0
Release of the residual historic General Fund (GF) budget no
longer required within the Early Years Service.
Performance and Commissioning | 397 Rationalisation of Directorate IT budgets - Reduction from Efficiency | New 150 0 0
Division 2026/27 in the Children & Families Directorate IT budget and
expenditure.
Schools and Employability division | 398 Youth Service Estate Efficiencies - Reduction in premises Efficiency | New 125 125 0
costs with part year impact estimated in 26/27
Children's Travel Service 399 Travel to Succeed Reserve - Release majority of reserve Income New 500 (500) 0
balance for one-off saving
Schools and Employability division | 425 Fees and Charges - Increase in income through annual review | Income New 23 0 0
of Fees & Charges
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Children's Trust Contract (BCT) 400 Digital & Technology Services - Support Service Agreement Efficiency | New 1,350 350 350
Cost Reductions
Children's Trust Contract (BCT) 401 24/25 underspend on contract sum (one off) - BCT 26/27 Efficiency | New 1,770 (1,770) 0
contract price will be reduced by this amount to release the
saving against 26/27 BCC budget
Children's Trust Contract (BCT) 402 Increased children’s grant contributions towards joint Income New 1,500 0 0
funded children’s placements’ costs
Children's Trust Contract (BCT) 420 Early Help prevention work Income New 4,550 1,400 1,400
Children's Trust Contract (BCT) 421 Efficiencies (including automation/digitisation) Efficiency | New 1,990 1,000 1,000
Children's Trust Contract (BCT) 422 Pensions Efficiencies Efficiency | New 1,000 0 0
Children's Trust Contract (BCT) 423 Mitigation of Demand Management - Mitigation of Demand Efficiency | New 1,830 1,830 1,840
Management (reflecting system shift to earlier help)
Children's Trust Contract (BCT) 424 Trust 2025 Transformation - Further savings through Trust Efficiency | New 7,300 (2,710) (2,960)
Transformation
Total 30,788 3,225 3,830
Various Various | Reversal of one-off Public Health Funding from Prior Years Income (1,426) (1,540) 0
(Ref.89, 96 & 255)
Children & Families Division TBC Additional savings to be developed TBC New 0 2,000 0
(TBC)
Total 29,362 3,685 3,830
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4 City Housing Directorate — 2026/27 to 2028/29 Base Budgets

City Housing provides housing services and support to 6,000 Temporary Accommodation tenancies as well as support to those at
risk of homelessness and Rough Sleeping support.

Division 2025/26 Current Inflation & Variations +/- Savings  2026/27 Net 2027/28 Net 2028/29 Net
Net Base Pay Award £'000 2026/27 Base Budget Base Budget Base Budget
Budget 2026/27 £'000 £'000 £'000 £'000
£'000 £'000
City Housing Division 351 17 1,227 (1,577) 17 (731) (694)
Housing Services & Support Division 45,221 1,683 3,404 (9,200) 41,108 38,602 35,306
Shelforce Division (1,444) 0 0 0 (1,444) (1,444) (1,444)
Total City Housing Directorate Net Expenditure 44,129 1,700 4,631 (10,777) 39,682 36,427 33,168
(excluding Central Support Costs)
Central Support Costs 7,079 0 (83) 0 6,996 7,242 7,518
Total City Housing Directorate Net Expenditure 51,208 1,700 4,548 (10,777) 46,678 43,669 40,686
Inflation
Type of Inflation 2026/27 2027/28 2028/29
£000 £°000 £000
Pay Inflation (144) 575 596
Contract Inflation 20 20 21
General Price Inflation 1,824 1,100 974
Total 1,700 1,695 1,591
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Pressures/Growth Schedule

Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £000 £000 £000
City Housing Temporary Accommodation Demand and Profile Existing 3,404 (3,200) (4,400)
Division
City Housing Supported Exempt Accommodation Grant replacement Existing 1,227 0 0
Division
City Housing Asylum Fasttrack Existing 0 (950) (450)
Division
Total 4,631 (4,150) (4,850)
Savings Schedule
Division Ref Description of Saving Type of New or 2026/27 2027/28 | 2028/29
Saving Existing £'000 £000 £000

City Housing 269 10+ Year Temporary Accommodation Leases - Take up of the 10+ | Efficiency Existing/Revised (1,000) 0 0
Division year lease arrangements and thus savings achievable are lower than

expected thus target is being revised down and will be delivered

through greater demand management (#352)
City Housing 352 | Temporary Accommodation Demand - Investment into the Efficiency Existing/Revised 800 0
Division Accommodation Finding Team and Teams at the Homeless Centre 7,350

will focus relief measures and suitable alternatives to Temporary

Accommodation (TA) for families, reducing the demand on TA

services.
City Housing 353 Temporary Accommodation Supply Increases - Anticipated impact | Efficiency Existing 3,550 0 0
Division equivalent to 5 units of Temporary Accommodation each week

moving from Council funded B&B provision to cost neutral forms of

accommodation.
City Housing 403 Dispersed Rent increases - 5% increase on TA rents for tenants in Income New 877 0 0
Division Council Housing Stock dispersed for short term use as TA

Total 10,777 800 0

10
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5 City Operations Directorate — 2025/26 to 2028/29 Base Budgets

City Operations provides waste strategy and services, cleaner neighbourhoods, graffiti removal, dog warden services and recycling.
Arts, culture and sports, including museums, galleries, sporting events and leisure facilities. Parks and allotments. Bereavement
services. Highways and infrastructure maintenance.

Division 2025/26 Inflation & Variations +/-  Savings 2026/27 Net 2027/28 Net 2028/29 Net
Current Net Pay Award £'000 2026/27 Base Budget Base Budget Base Budget
Base Budget 2026/27 £'000 £'000 £'000 £'000
£'000 £'000
City Ops Division 945 33 0 0 978 (3,977) (4,031)
Community Safety Division 5,056 52 1,463 100 6,671 6,856 7,047
Highways & Infrastructure Division 66,432 2,947 (1,921) (1,000) 66,457 69,734 73,109
Neighbourhoods Division Division 30,759 663 (398) 2 31,026 33,743 39,017
Regulation and Enforcement Services Division 13,016 39 (678) (100) 12,277 14,028 15,324
Street Scene Division 83,729 1,865 3,463 (9,326) 79,731 80,823 88,234
Total City Ops Directorate Net Expenditure 199,936 5,600 1,929 (10,324) 197,141 201,207 218,700
(excluding Central Support Costs)
Central Support Costs 40,041 0 (470) 0 39,571 40,962 42,525
Total City Ops Directorate Net Expenditure 239,977 5,600 1,459 (10,324) 236,712 242,169 261,226
Inflation
Type of Inflation 2026/27 2027/28 2028/29
£000 £°000 £000
Pay Inflation (261) 3,651 3,780
Contract Inflation 2,963 3,048 3,154
General Price Inflation 2,898 2,086 2,075
Total 5,600 8,784 9,009
11

Page 155 of 264
OFFICIAL



Pressures/Growth Schedule

Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £°000 £000 £000

Streetscene Net impact on Commercial Waste operations resulting in loss of income New 700 (700) 0

Streetscene Street Management Training - Staff training to meet Health and Safety requirements and New 136 (136) 0
general staff development.

Streetscene Depot Maintenance - To keep all depots maintained to a reasonable standard to offer a safe New 200 (200) 0
clean environment for its staff

Streetscene Leaf Fall Removal (Vehicles and Plant only) - There is currently no scheduled removal budget to | New 180 (180) 0
meet this demand.

Streetscene Portacabin funding for Smithfield - There is a requirement to provide a portacabin for welfare New 247 (247) 0
facilities on a temporary basis.

Streetscene Waste Services staff training - Cost of staff training to meet Health and Safety requirements New 500 (500) 0
and general staff development

Regulation & Increase Mortuary Staffing - Additional staffing required as a result of an increase of between New 91 0 0

Enforcement 200 to 300 Post Mortem’s per annum and an increased number of CTPM’s.
Total 2,054 (1,716) 0

City Ops Other pressures being reviewed and expected to be funded through the £6m contingency New 0 0 0

City Ops Other historic/existing pressures included in the MTFP n/a (125) 2,230 8,484
Total 1,929 267 8,484

12
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Savings Schedule
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Division Ref Description of Saving Type of New or 2026/27 | 2027/28 | 2028/29
Saving Existing | £000 £000 £000

Neighbourhoods 289 Reversal of one-off savings from 25/26 - Events Budget Reductions and | Efficiency Existing (85) 0 0
Efficiencies

Neighbourhoods 293 Culture Staff Reduction - Reduce the cost of staff establishment within Efficiency Existing 15 0 0
the Culture service

Neighbourhoods 303 Closure of Coleshill Nursery - Disposal of Coleshill nursery, with staff Service Existing 26 0 0
relocated to Grounds Maintenance duties elsewhere. Reduction

Streetscene 317 WRCO Grade Review - As part of Waste Collection transformation the Efficiency Existing 300 0 0
current configuration of a 1 x G4, 1 x G3 and 1 x G2 per vehicle will be
changed to 1 G4, and 2 x G2).

Streetscene 318 Commercial Waste Growth - This is the full year effect of maximising the | Income Existing 100 0 0
financial benefit to the Council of operating a commercial waste business,
£200k was included in the 25/6 budget.

Streetscene 337 Second Recycling Bin for Paper and Card - The Environment Act Efficiency Existing 700 0 0
requires a minimum level of consistent recycling collections (including
food), which will be implemented in Birmingham during 2025/26 ahead of
the April 2026 statutory requirement. These collections should increase
the recycling and reduce the remaining residual tonnage which cannot be
recycled.

Neighbourhoods 363 Cease All Neighbourhood Action Co-ordinators and their ward based | Service Existing 125 0 0
working - This is the full year effect of ceasing all Neighbourhood Action Reduction
Co-ordinators and their ward based working,

Regulation & 366 Reversal of one-off savings from 25/26 - Bereavement income from sale | Income Existing (400) 0 0

Enforcement of reserved graves

Streetscene 404 Food Collection & Treatment of waste - Annual estimated saving of Efficiency New 2,000 0 0
£90/tonne for 22,000 tonnes of residual waste diverted into food waste.

Streetscene 405 Waste Transformation & Waste Collection - Reduce the number of Service New 1,200 1,800 0
kerbside operating rounds post service transformation by 17 to deliver Reduction
further efficiencies.

Streetscene 406 Release pressure for property growth - The service budget includes a Efficiency New 500 0 0
pressure for property growth which will now be absorbed through
efficiency gains.
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Streetscene 407 Release pressure for delivery of food waste service - A pressure had Efficiency New 3,600 0
previously been included for the delivery of food waste services from
2026-27 that is now no longer required as a result of Government funding.

Streetscene 408 Waste Transformation & Staffing Review — Evaluate staffing structures Efficiency New 900 0
and deliver efficiencies in line with service transformation objectives.

Highways 409 Lighting Improvements Phase 2 - Continue the programme of replacing | Efficiency New 1,000 0
non-LED light sources this year to improve energy efficiency.

Neighbourhoods 410 Review of Inflation - Review inflation provision on budgets and remove it Efficiency | New 18 0
where it is not required.

Neighbourhoods 411 Community Centres - Continue the existing programme of ceasing direct Efficiency | New 200 0
management of community facilities.

Neighbourhoods 412 Recharge staff time - A one-off opportunity has arisen to recharge staff Efficiency New 25 (25)
time relating to Communities & Place Pillar in 2026/27.

Regulation & 413 Private Rented Sector & Council Tax Recovery - Updating council tax Income New 500 0

Enforcement records using information held by the property licensing team which will
resulting in the generation of additional Council Tax revenue.

Various Various | Reversal of one-off Public Health Funding from prior years (ref.35, 155, Income (400) (1,790)
156 & 163)
Total 10,324 (15)

City Ops Division TBC Additional savings to be developed TBC New 0 5,000

(TBC)
Total 10,324 4,985
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6 Corporate Core — 2026/27 to 2028/29 Base Budgets

The Corporate Core provides Core Council services such as Finance, Human Resources, Procurement, Customer Services and
Business Support, Legal and Governance, Senior Management leadership, and Digital, Information and Technology Services.
Revenues and Benefits bill 466,000 residential properties for Council Tax, 48,000 businesses for Business Rates, and provide
housing benefit to 68,000 citizens. Also included are Traded Services such as CityServe, Civic Catering and Cleaning.
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Division 2025/26 Inflation & Variations +/- Savings 2026/27 Net 2027/28 Net 2028/29 Net
Current Net Pay Award £'000 2026/27 Base Budget Base Budget Base Budget
Base Budget 2026/27 £'000 £'000 £'000 £'000
£'000 £'000

Oracle 6 0 20,000 (750) 19,256 14,241 14,226
Audit, Risk & Assurance 2,079 (17) 0 0 2,062 2,135 2,210
Finance 45,219 68 (24,891) (500) 19,896 20,403 20,446
Revenue, Benefits & Rent Division 8,587 (20) 0 0 8,567 9,092 9,636
Commercial & Procurement 2,767 94 2,000 (61) 4,800 4,962 5,129
Digital , Information & Technology Services 35,481 220 0 (1,014) 34,686 35,816 36,877
Development and Commercial Finance 169 38 23 (580) (350) (390) 28
Exec Director of Finance 281 7 0 0 288 296 304
Total Finance Net Expenditure (excluding Central Support Costs) 94,588 391 (2,868) (2,905) 89,206 86,555 88,856
Central Support Costs (72,713) 0 (2,028) 0 (74,741) (77,092) (79,962)
Total Finance Directorate Net Expenditure 21,875 391 (4,896) (2,905) 14,465 9,462 8,895
Centralised Services 18,069 (289) (87) (2,142) 15,551 16,255 16,984
HR & OD Division 17,337 (53) (1,300) (30) 15,955 9,907 10,335
Total HR, OD and Transformation Net Expenditure (excluding Central 35,407 (342) (1,387) (2,172) 31,506 26,162 27,319
Support Costs)
Central Support Costs (31,301) 0 4,299 0 (27,003) (28,192) (29,384)
Total HR, OD and Transformation Directorate Net Expenditure 4,105 (342) 2,912 (2,172) 4,503 (2,030) (2,065)
City Solicitor 11,241 94 (3) (40) 11,292 11,555 12,056
Deputy Managing Director Division 6,901 8 0 (200) 6,709 6,621 5,894
Total Strategy, Insight & Governance Net Expenditure (excluding 18,142 102 (3) (240) 18,001 18,176 17,950
Central Support Costs)
Central Support Costs (3,266) 0 (460) 0 (3,727) (4,130) (4,538)
Total Strategy, Insight & Governance Directorate Net Expenditure 14,876 102 (463) (240) 14,274 14,046 13,412
Total Corporate Core Net Expenditure (excluding Central Support 148,137 151 (4,258) (5,317) 138,712 130,893 134,125
Costs)
Total Corporate Core Central Support Costs (107,280) 0 1,810 0 (105,470) (109,414) (113,883)
Total Corporate Core Directorate Net Expenditure 40,856 151 (2,448) (5,317) 33,242 21,479 20,241
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Inflation

Type of Inflation 2026/27 2027/28 2028/29
£000 £000 £000
Pay Inflation (573) 1,883 1,952
Contract Inflation 1 2 2
General Price Inflation 962 744 747
Total: Finance 391 2,628 2,700
Pay Inflation (615) 1,029 1,068
Contract Inflation 1 1 1
General Price Inflation 273 127 87
Total: HR, OD & Transformation (342) 1,156 1,156
Pay Inflation (71) 516 531
Contract Inflation 0 0 0
General Price Inflation 172 179 134
Total: Strategy, Insight & Governance 102 695 665
Total: Corporate Core 151 4,479 4,521
Pressures/Growth Schedule
Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £000 £000 £000

Commercial & Procurement — cost of new TOM. Invest to save across BCC. New 2,000 0 0
Procurement

Finance Trust accounts costs - Support Trust and Charities account inspections and admin filing. New 30 0 0
Finance Finance Team Additional Resource New 624 0 0

17
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Finance Local welfare Payments (LWP) Income New 43 0 0
Finance Financial Reporting Additional Support Existing 0 (140) (613)
Finance Revised Audit budget post S114 notice Existing 0 0 0
Finance Improvement and Financial Recovery (Support x 2 posts finance business partnering and Existing (254) 0 0
planning to October 25)
Oracle Oracle Revenue Costs Existing 0 (5,000) 0
Finance Transactional Services — Oracle workarounds Existing (5,334) 0 0
Development and Mitigation of lost car park advertising income Existing 0 (260) 0
Commercial Finance
Finance Prior Year Adjustment: Millenium Point budget Alignment. Existing 23 21 214
Digital Information & | Prior Year Adjustment: Decrease in Digital & Technology Service Project Income Existing 0 100 0
Technology
Services
Total: Finance (2,868) (5,279) (399)
HR & OD Division Re-align HR to Silver Target Operating model — Impact due to loss of revenue from Schools HR | Existing 967 0 0
Charged Services
Centralised Services | Digital Mail Staffing Existing (87) 0 0
HR&OD Job Evaluation — Equal Pay. Reversal of previous year growth. Existing (6,667) 0 0
HR&OD Equal Pay Programme — a requirement for 6months further Equal Pay Programme. Delay in New 4,400 (4,400) 0
programme delivery due to Waste Dispute Industrial Action impacts
Total: HR, OD & Transformation (1,387) (4,400) 0
City Solicitor Legal Case Management System - Subscription cost for Cloud Based Solution Existing (3) 0 0
Deputy Managing Commissioner’s costs - Previous growth reverses out in 2028/29 Existing 0 0 (767)
Director Division
Deputy Managing Commissioner Support - Previous growth reverses out in 2028/29 Existing 0 0 (125)
Director Division
Total: Strategy, Insight & Governance Total (3) 0 (892)
18
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Savings Schedule

Division Ref | Description of Saving Type of New or 2026/27 | 2027/28 | 2028/29
Saving Existing | £000 £°000 £°000
Development and 2 Traded services pay and price inflation — Budget no longer required Efficiency | New 400 0 0
Commercial Finance as increases are passed onto the customer. Held centrally due to
potential contract changes.
Finance 416 | External Audit Fees - Reduction from £3m to £2.5m p/a Efficiency | New 500 0 0
Oracle 417 | Computer fees for legacy SAP costs - Costs for Oracle now baked into | Efficiency | New 750 0 0
Programme so no need for this level of legacy costs
Development and 418 | AD role in Development and Commercial - No longer backfilling Efficiency | New 180 0 0
Commercial Finance
Digital, Information & 266 | Smaller Council through sale of buildings - Reducing number of Efficiency | Existing 14 0 0
Technology Services network connections as property estate is rationalised. Step up saving
from 25/26.
Digital, Information & 275 | DTS Combined Savings 26/27- Delivery of staffing and non-staffing Efficiency | Existing 2,000 0 0
Technology Services budget savings for FY 26/27
Digital, Information & 354 | Reversal of one off savings from 25/26 - Additional Opportunities Income Existing (1,000) 0 0
Technology Services 25/26 - Local Opportunities Against Third Party Budget
Commercial & 375 | Procurement Re-design - Step up savings from 25/26 target Efficiency | Existing 61 0 0
Procurement
Total: Finance 2,905 0 0
HR & OD Division 427 | (New) HR Org and Development - Review of all services post Brindley Efficiency | New 0 1,050 0
Programme Payroll Services and OHS
HR & OD Division 428 | (New) Further Consolidation - Consolidation into Central Services post | Income New 0 1,050 0
Brindley Programme
Centralised Services 217 | Customer contact consolidation - step up saving from 25/26 Efficiency | Existing 42 0 0
HR & OD Division 256 | In house provision of DBS Checks and Referencing - Cease current Efficiency | Existing 30 0 0
3rd party provision of DBS Checks and Reference checking for BCC
staffing via Security Watchdog. Bring this back into the resourcing
function as part of greater Onboarding and Compliance.
19
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Centralised Services 279 | Business Support Consolidation — JEQ opportunities - Working to Efficiency | Existing 600 0 0
ensure that all Business Support activity across the council is
consolidated within the Business Support service.
Centralised Services 280 | Customer Contact Consolidation - The customer contact project is Efficiency | Existing 1,500 0 0
working to ensure that all customer contact activities across the council
is consolidated within the centralised support services.
Total: HR, OD & Transformation 2,172 2,100 0
City Solicitor 367 | External Legal Spend Savings - step up savings from 25/26. Following | Efficiency | Existing 40 0 0
the centralisation of legal budgets reduce the External Legal.
Deputy Managing Director | 419 | Re-structure SIG - Staffing budget reductions Efficiency | New 200 270 0
Division
City Solicitor 426 | New Legal Target Operating Model Efficiency | New 0 250 0
Total: Strategy, Insight & Governance 240 520 0
20
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7 Place, Prosperity & Sustainability Directorate — 2025/26 to 2028/29 Base Budgets

The directorate is responsible for driving economic development in the city, through providing planning management and strategy
including housing. In addition, it manages the Council’s commercial property portfolio and Route to Zero Carbon priorities, as well

as delivering Transport and Connectivity projects including major transport strategies and air quality measures.

Division 2025/26 Current Inflation & Variations+/- Savings  2026/27 Net 2027/28 Net 2028/29 Net
Net Base Budget Pay Award £'000 2026/27 Base Budget Base Budget Base Budget
£'000 2026/27 £'000 £'000 £'000 £'000
£'000

Birmingham Property Services Division (7,835) 195 26 0 (7,613) (7,328) (7,033)
Corporate Landlord 6,896 105 0 (1,150) 5,851 6,057 6,270
Development Division 1,846 (28) 0 0 1,819 1,924 2,032
Housing Development Division 367 (9) 9 0 367 404 443
Places, Prosperity & Sustainability Division 4,360 74 (318) (1,000) 3,116 2,792 2,759
Planning Division 810 (16) 0 0 794 1,061 1,337
Route to Zero Carbon 0 0 0 0 0 0 0
Transportation & Connectivity Division 2,849 193 250 0 3,292 3,884 4,494
Total Places, Prosperity & Sustainability Directorate Net Expenditure 9,294 514 (33) (2,150) 7,624 8,795 10,302

(excluding Central Support Costs)
Central Support Costs 1,441 0 (239) 0 1,202 1,321 1,470
Total Places, Prosperity & Sustainability Directorate Net Expenditure 10,735 514 (272) (2,150) 8,827 10,116 11,772

The Route to Zero Carbon Division has a net zero expenditure budget as the Route to Zero Carbon expenditure is funded from the

Clean Air Zone funds.
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Inflation

Type of Inflation 2026/27 2027/28 2028/29
£000 £000 £000
Pay Inflation (241) 985 1,021
Contract Inflation 37 38 39
General Price Inflation 717 529 528
Total 514 1,552 1,587
Pressures/Growth Schedule
Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £'000 £000 £000

Development Division Birmingham Development Plan Existing (318) 90 (110)
Housing Development Division | Inreach Housing Programme reduced interest receivable following loan repayments Existing 9 0 0
Housing Development Division | Bham City Propco: reduced interest receivable following loan repayments by creditor | Existing 26 28 30
Transportation & Connectivity Road Safety / Road Harm Reduction Existing 250 0 0
Division

Total (33) 118 (80)

22
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Savings Schedule
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Division Ref | Description of Saving Type of New or 2026/27 | 2027/28 | 2028/29
Saving Existing | £°000 £000 £000
Corporate Landlord 214 | Corporate Landlord Operational Property Savings | Efficiency | Existing 1,150 0 0
- Corporate Landlord leading but savings will come
from wherever the budgets are held across
organisation (each Directorate)
Places, Prosperity & Sustainability Division 414 | General Efficiencies - Base budget review to deliver Efficiency | New 500 250 0
general efficiency savings (2026/27)
Places, Prosperity & Sustainability Division 415 | Commercial Rent Reviews - Income generation from | Income New 500 250 0
commercial portfolio rent reviews (2026/27)
Total 2,150 500 0
23



8 Corporately Managed Budgets — 2026/27 to 2028/29 Base Budgets

Includes budgets for treasury management, contingency, insurance, Environment Agency levy, annual pension early
retirement costs, bank charges, and transport levy to the West Midlands Combined Authority.

Division 2025/26 Inflation &  Variations +/- Savings 2026/27 Net 2027/28 Net 2028/29 Net
Current Net Pay Award £'000 2026/27 Base Budget Base Budget Base Budget
Base Budget 2026/27 £'000 £'000 £'000 £'000
£'000 £'000

Treasury Management 171,742 0 43,240 0 214,982 217,261 207,582
Reserves Contributions/(Uses) 1,741 0 2,617 0 4,357 953 (3,413)
Corporate Grants (15,200) 0 0 0 (15,200) (15,200) (15,200)
Contingency 76,141 0 13,204 0 89,345 112,958 119,846
Other Corporately Managed Budgets 55,232 1,630 (505) (9,000) 47,358 49,175 50,432
Total Corporate Net Expenditure (excluding 289,657 1,630 58,555 (9,000) 340,842 365,147 359,247
Central Support Costs)

Central Support Costs (10,362) 0 (208) 0 (10,569) (10,781) (10,997)
Total Corporate Net Expenditure 279,295 1,630 58,348 (9,000) 330,273 354,366 348,250
Inflation

Type of Inflation 2026/27 2027/28 2028/29
£000 £°000 £000

Pay Inflation 12 12 13

Contract Inflation 0 0 0

General Price Inflation 1,618 1,141 1,164

Total 1,630 1,153 1,177
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Pressures/Growth Schedule

Division Description of Pressure New or 2026/27 2027/28 2028/29
Existing £000 £000 £000
Treasury Management Movement in Treasury Management Revenue Costs Existing (2,268) 2,279 (9,679)
Treasury Management MRP charge for the Highways and Schools PFI contracts Existing (794) (792) (939)
Treasury Management Additional MRP charge for the Highways and Schools PFI contracts New 46,302 792 939
Reserves Movement in corporate reserves Existing 2,617 (3,405) (4,365)
Revised
Contingency Movement in contingency budget Existing 13,204 23,613 6,888
Revised
Other Corporately Managed Budgets | Other changes in Corporately Managed Budgets Existing (505) 664 80
Revised
Total 58,555 22,487 (7,076)
Savings Schedule
Division Ref Description of Saving Type of New or 2026/27 2027/28 2028/29
Saving Existing £°000 £°000 £000
Corporate TBC | Procurement Invest to Save Business Case - Cross cutting Efficiency New 7,000 0 0
procurement/contract efficiencies. Savings will impact other directorates.
Savings still under development with directorates.
Corporate TBC | All Directorates further savings and efficiencies - reviewing Fees and Efficiency New 2,000 0 0
Charges to ensure budgets are right sized and the impact of increasing Fees
and Charges, either in line with inflation or due to other policy changes.
Total 9,000 0 0
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Appendix 2 — Reserves & Balances Policy

Introduction

1.1. This policy is based on the latest CIPFA guidance (Bulletin 13 — Local Authority
Reserves and Balances, updated March 2023).

Legislative Background

1.2. The requirement for financial reserves is acknowledged in statute.

a) The Local Government Finance Act 1992 require billing and
precepting authorities in England and Wales requires a local
authority to set a balanced budget each year, which also includes
having regard to the level of reserves required to meet future
expenditure.

b) Section 151 of the Local Government Act 1972 requires each local
authority to make arrangements for the proper administration of their
financial affairs which is the responsibility of the chief finance officer
(or Section 151 Officer). This includes a duty to report on the
robustness of estimates and adequacy of reserves and to report to
all councillors if there is or is likely to be an unlawful or unbalanced
budge).

c) Under S26 of the Local Government Act 2003 the Secretary of State
has a general power to set a minimum level of reserves for local
authorities where an authority does not act prudently, disregards the
advice of its Chief Finance Officer and is heading for serious
financial difficulty.

1.3. Whilst the separate reporting of earmarked reserves is not required, the CIPFA
Code requires separate disclosure of material earmarked reserves.

1.4. ltis possible within the overall total of reserves, for individual earmarked
reserves to have debit balances. For example, where a reserve held for a
specific service activity may have overspent. This would need to be made
good from next year’s budget. The exception to this is the statutory override
which enables the DSG Reserve for SEND to go into negative balance and not
to impact the Local Authorities overall income and expenditure position.

Use of Reserves

1.5. The Medium Term Financial Plan (MTFP) sets out that there will be a five year
reserve strategy that maintains corporate reserves at a sufficient level to cover
risk and sets out the following conditions around their use.

a) Use of reserves will be in line with this policy and will not be used to
balance the budget in lieu of developing a credible financial plan.

b) Reserves must not be used to avoid the need to make ongoing
savings or to fund ongoing budget pressures other than in
exceptional circumstances. Reserves can only be used on a one-off
basis, which means that their application does not offer a permanent
solution.
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ltem 8

c) The use of all reserves, contingencies and grant income are
corporate decisions that will be made as part of the budget or
monitoring process.

d) To drawdown balances from the Reserves, any request will have to
be formally approved by the Section 151 Officer and go through the
spend control process. Any use of reserves that has not been
budgeted for will need to be reported as part of the Quarterly Budget
Monitoring and require Cabinet approval.

1.6. Where reserves are used to fund corporate expenditure, these are shown gross
as part of the Resources Available. Where reserves are used to fund specific
costs within the budget these are included within the Directorates budgets and
not separately identified in the Resources Available table.

Reasons for holding reserves

1.7. The Council maintains reserves for a variety of reasons. These include:

e A working balance to help cushion the impact of uneven cash flows and
avoid unnecessary temporary borrowing — this forms part of general
reserves;

e A contingency to cushion the impact of unexpected events or
emergencies — this also forms part of general reserves; and

¢ A means of building up funds, often referred to as earmarked reserves
to meet known or predicted requirements; earmarked reserves are
accounted for separately but remain legally part of the General Fund.

1.8. The Council’'s Reserve position is set out in the table below.
Revenue Reserves

2025/26 2026/27 | 2027/28 | 2029/29

Reserves
£000 £000 £000 £000

General Fund Reserve 52,130 55,000 55,000 55,000
Strategic Reserves 104,032 97,669 97,669 97,669
Sub Total Unallocated Reserves 156,162 | 152,669 | 152,669 | 152,669
Earmarked Reserves
Contractually Committed 211,793 | 211,793 | 211,793 | 211,793
Ringfenced Grant Reserves 65,467 41,586 12,880 | (24,978)
Statutory Reserves 118,283 | 128,360 | 136,390| 130,069
Capitalisation Contingency Reserve 11,980 11,980 11,980 11,980
Earmarked for a Specific Purpose 73,631 67,383 66,477 61,565
Grants Used Over More than One Financial Year 117,529 | 100,970 94,280 94,241
Risk Reserves 45,920 49,531 53,142 56,753
Sub Total Earmarked Reserves 644,603 | 611,603 | 586,942 | 541,424
Total Council General Fund Reserves 800,764 | 764,272 | 739,611 | 694,092
Schools Reserves 90,694 90,694 90,694 90,694
HRA Reserves 57,493 57,493 57,493 57,493
Sub Total Other Revenue Reserves outside the
General Fund 148,187 | 148,187 | 148,187 | 148,187
Total Revenue Reserves 948,952 | 912,459 | 887,798 | 842,280
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Capital Reserves

2025/26 2026/27 | 2027/28 | 2029/29
Reserves
£000 £000 £°000 £000
Capital Receipts Reserve 0 0 0 0
Capital Receipts Funding Equal Pay 0 0 0 0
Capital Grants Unapplied 146,501 146,501 146,501 | 146,501
Total Capital Reserves 146,501 | 146,501 | 146,501 | 146,501

Unallocated Reserves

1.9. General Fund Reserve - The General Fund Balance is the main reserve for
any unforeseen events. A review of reserves in 2024/25, including comparisons
to other councils, outlined that this reserve should be 5% of the net expenditure
budget. For 2026/27 this balance will be held at £55m which is deemed
appropriate with the level of budget and the financial risks the Council faces.
The reserve needs to be considered alongside the other main allowances for
risk, namely the Revenue Contingency, and the Strategic Reserve. The level of
General Fund reserve held will be assessed annually. The reserve would cover
11.2 days of spend at the current budget level.

1.10. Strategic Reserve - the Strategic Reserve is held as a contingency to cushion
the impact of unexpected events or emergencies, as well as to cover the
revenue budget risks identified in the Section 25 Report accompanying the
2025/26 MTFP. To date £14.0m is being requested to fund the costs of the
Industrial Dispute during 2025/26. A contribution to this reserve of £10.0m is
also being made in 2025/26 to provide some limited investment capacity for
non-funded urgent capital items. The MTFP recommends the reserves are
used to fund any one-off consequential impact of the dispute in 2026/27 as well
as the one-off additional costs of £4.4m to complete the Equal Pay job
evaluation and associated work, and to fund £2.0m of other costs to transform
the Waste Service.

Earmarked Reserves

1.11. Ringfenced Grants — there is a requirement to hold unused balances of the
Public Health and Dedicated Schools ringfenced grants in reserves for use in
future years. We are currently expecting the Dedicated Schools Grant reserve
to be in a deficit position from 2027/28. This is mainly caused by anticipated
increases of 6% in children with Education and Health Care Plans over the
medium term. Mitigations will be developed as part of the Delivering Better
Value Programme to keep funding in a balanced position over the medium-
term.
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. 2025/26 2026/27 | 2027/28 | 2029/29
Ringfenced Grant Reserves £000 £000 £000 £000
Public Health Reserves 23,401 18,341 16,054 13,087
DSG Reserves 42,066 | 23,244 | (3,174) | (38,065)
Total Ringfenced Grant Reserves 65,467 | 41,586 | 12,880 | (24,978)

1.12. Contractual Commitments — these reserves are held to fund contract

1.13.

1.14.

1.15.

commitments. The largest of these at £207.3m is in relation to the Highways
PFI which remains ring-fenced as a condition of entering into the agreement
with the Department of Transport. The current reserve model allocates circa
£65m to managing risk specifically on structures/bridges, with smaller
allocations for drainage and footway risk. The rest is used for investment over
the life of the PFI project. The use of the reserve and managing any
corresponding liabilities and risks, will be reassessed at the point the future of
the Highways PFl is known.

Statutory Reserves — these include the Clean Air Zone, Bus Lane
Enforcement, and Parking reserves, where the use of the funding can only be
used for specific purposes under the Transport Act (2000) and Traffic
Management Act (2004).

Capitalisation Contingency Reserve — given the constraints on prudential
borrowing this reserve is held to fund capital programme commitments in future
years.

Reserves earmarked for a specific purpose — these reserves are listed in the
table below.
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Forecast Closing Balance
Reserves earmarked for a specific purpose Mar-26| Mar-27| Mar-28| Mar-29
£'000s £'000s £'000s £'000s

Capital Fund 34,285 | 34,285| 34,285| 34,285
Euro 2028 6,372 6,059 5,212 0
Housing Benefit Subsidy Reserve 5,835 5,835 5,835 5,835
Highways Commuted Sums 4,392 4,392 4,392 4,392
Section 31 Grant Reserve 4,113 0 0 0
Revenues Business Rates Revaluations & Project Developments 2,089 2,089 2,089 2,089
Improvement Plan Reserve 1,413 1,413 1,413 1,413
Equal Pay Legal Costs 1,207 1,207 1,207 1,207
Youth Promise Plus 1,130 359 0 0
Birmingham Musueum & Art Gallery Matched Funding 1,000 1,000 1,000 1,000
Community Empowerment Fund Reserve 933 933 933 933
Environmental Health 929 929 929 929
Local Election Costs 900 0 300 600
Alexander Stadium Transport Mall 830 830 830 830
Grand Central 688 688 688 688
Maintenance of Bereavement Infastructure Assets 685 685 685 685
Graduate Hub 669 669 669 669
Cultural Development 631 631 631 631
Bereavement Services 628 628 628 628
Policy Contingency (Mgmt Capacity for Change) 580 580 580 580
Emergency Planning Reserve 519 519 519 519
Health & Safety 507 507 507 507
School Improvement Grant 504 504 504 504
Travel to Succeed 500 500 500 500
Grant to Streamline Local Authority Adult Social Care Assessments 448 448 448 448
Local Engineering Resilience Reserve 316 316 316 316
Storm Damage Reserve 300 300 300 300
Community Recovery Plan Reserve 229 229 229 229
Commonwealth Games Legacy Portfolio 228 228 228 228
Manor Farm Park Barn 209 209 209 209
Apprentice 208 208 208 208
Major Events (Subvention) 198 198 198 198
Integrated Migration and Transition Emploment Programme

(IMTEP) - PURE Activities 150 0 0 0
Local Grants Vol Organisations/Leader's Portfolio Funding 81 81 81 81
Local Land Charges - Transition to Digitalisation 71 71 71 71
West Midlands Combined Authority -Regulators Pioneer Fund Pilot 56 56 56 56
Fairer Futures Fund 36 36 36 36
Sheldon Transport Action Group (Vehicle Activated Signs) 11 11 11 11
Birmingham Museums Trust Loan Guarantee (251) (251) (251) (251)
Total Reserves earmarked for a specific purpose 73,631 67,383 66,477 61,565

1.16. Grants used over more than one year — these reserves apply to specific
grants where the Accounting Code requires them to be carried forwards if their
use is applied over more than one financial year. The use of grant reserves is
currently being reviewed to ensure that there are clear plans in place for each
grant.

1.17.Risk Reserves — these reserves include:

Page 175 of 264
OFFICIAL



ltem 8

e Business Rates Reserve — business rates income can be extremely
volatile and this reserve is used to mitigate future risks associated with
the business rates revaluation and reforms to the business rates
multiplier.

e Cyclical Maintenance (Library of Birmingham) — This was set up to fund
cyclical repair costs for the Library of Birmingham. There is a budgeted
contribution of £1.8m per year.

e Cyclical Maintenance (General) - this was set up to fund maintenance
work of other Council buildings when required.

¢ Insurance Fund Reserve — the Council self-insures for some risks, and
an insurance reserve is required to fund any risks should they occur.

Other Reserves

1.18. The Balance Sheet also includes:

e Schools Reserves — these are funds relating to maintained schools and
are not for use by the Council.

e Housing Revenue Account Reserves — these are separate ringfenced
reserves and can only be used for HRA purposes. This includes the
Housing Revenue Account, the HRA Major Repairs Reserve, and HRA
Section 106 Grants Reserve.

Capital Reserves

1.19. The Balance Sheet also includes:

1.1.1 Capital Receipts Reserve — reflects the income received from the disposal of
capital assets prior to being used to fund future capital expenditure or for the
redemption of debt. Capital receipts cannot be used to fund revenue
expenditure except where allowed by statue or a capitalisation direction, for
example to meet costs of Equal Pay

e Capital Receipts Funding Equal Pay — reflects the capital receipts set
aside to specifically fund the Council’'s Equal Pay liabilities, as
permitted under the Capitalisation Direction (Exceptional Financial
Support).

1.1.2 Capital Grants Unapplied — reflect the unused element of capital grants or
capital contributions awarded to the Council, for which the conditions of the
grant support are expected to be met or for which there are no conditions. The
reserve will be used to meet future years’ capital expenditure. These can only
be used for capital expenditure.

Conclusion

1.20. The Council’'s Reserves Policy is in the process of being updated to ensure that
clear plans are in place for the future use of the earmarked reserves. This will
be completed for the Final 2026/27 MTFP.
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1.21. 1t should be noted that whilst the Council expects to hold £950m revenue
reserves on the balance sheet at the end of 2025/26, only £156m are
unallocated reserves. This is deemed to be a prudent level, and forms 9% of
the total £1.7bn net revenue budget.

1.22. Of the earmarked reserves, £207m or 32% is for the Highways PFI, £65m or
10% is for ringfenced grants and £118m or 18% on the statutory reserves which
can only be used for defined purposes.
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2025/26 | 2026/27 2027/28 | 2028/29
Grant Budget Forecast | Variation | Forecast | Forecast

£m £m £m £m £m
Grants expected to be
Consolidated
DCLG - Preventing Homelessness
Grant* 4.675 2.571 (2.104) 2.571 2.571
New Burdens - Homelessness Grant*  9.033 4.968 (4.065) 4.968 4.968
Rough Sleepers Accommodation
Programme® 0.430 0.430 0.000 0.430 0.430
Rough Sleeping Prevention &
Recovery* 2.184 2.184 0.000 2.184 2.184
Public Health Grant** 109.102 109.102 0.000 109.102 109.102
DWP - Discretionary Housing
Grant™** 2.689 2.689 0.000 2.689 2.689
Household Support Fund*** 22.544 22.544 0.000 22.544 22.544
Children Social Care Prevention
Grant™*** 11.869 11.869 0.000 11.869 11.869
Children and Families Grant™*** 12.419 12.419 0.000 12.419 12.419
Grants expected to be
Consolidated Sub-total 174.945 168.776 (6.169) 168.776 168.776
Grants expected to roll into the
SFA
Local Authority Better Care Fund 83.788 0.000 (83.788)  0.000 0.000
Recovery Grant 39.272 0.000 (39.272) 0.000 0.000
New Homes Bonus 8.460 0.000 (8.460) 0.000 0.000
Employers Nl increase Grant 10.401 0.000 (10.401) 0.000 0.000
Social Care Support Grant 163.926 0.000 (163.926) 0.000 0.000
Market Sustainability and
Improvement Fund 24.501 0.000 (24.501) 0.000 0.000
Domestic Abuse Safe
Accommodation Grant 4,238 0.000 (4.238) 0.000 0.000
Top Up Grant/ Settlement Funding
Assessment 75.300 514.984 439.684 559.112 605.720
Grants expected to roll into the
SFA Sub-total 409.886 514.984 105.098 559.112 605.720
Directorate Grants
Afghan Interpreters 1.715 1.715 0.000 1.715 1.715
Asylum Seekers 8.453 8.453 0.000 8.453 8.453
Cadet Funding 3.909 3.909 0.000 3.909 3.909
Community Safety Fund 0.660 0.660 0.000 0.660 0.660
DCLG - Supported Housing
Improvement Programme 1.570 0.000 (1.570) 0.000 0.000
DCLG Transparency Grant 0.013 0.013 0.000 0.013 0.013
DWP - New Burdens Housing Benefit
Admin Grant 0.738 0.738 0.000 0.738 0.738
Early Career Framework 0.121 0.121 0.000 0.121 0.121




ltem 8

2025/26 2026/27 2027/28 2028/29
Grant Budget Forecast | Variation | Forecast | Forecast
£m £m £m £m £m
Early Career Framework (ECF) mentor
training 4.043 4.043 0.000 4.043 4.043
Emergency Accommodation
Reduction Pilots 0.360 0.000 (0.360) 0.360 0.360
Family Finding, Befriending and
Mentoring Programme Funding 0.692 0.000 (0.692) 0.000 0.000
Family Hubs & Start for Life 3.664 2.800 (0.864) 2.800 2.800
Highways Public Finance Initiative 50.311 50.311 0.000 50.311 50.311
Holiday Activity & Food Programme 7.971 7.971 0.000 0.000 0.000
Home Office - Prevent Projects Grant
Stream 0.320 0.320 0.000 0.320 0.320
Home Office Police & Crime Panel
Grant18-19 0.067 0.067 0.000 0.067 0.067
Home to School Transport 0.038 0.038 0.000 0.038 0.038
Housing Benefit Accuracy Award 0.576 0.576 0.000 0.576 0.576
Housing Benefit Admin Grant 5.230 5.230 0.000 5.230 5.230
lllegal Money Lending 5.039 5.039 0.000 5.039 5.039
Lickey CP Ranger Hub 0.009 0.009 0.000 0.009 0.009
Local Reform and Community Voices
Grant 0.803 0.803 0.000 0.803 0.803
National Development Team for
Inclusion (NDTi) - Supporting
Internships 0.021 0.000 (0.021) 0.000 0.000
National Professional Qualification
(NPQ) 0.523 0.523 0.000 0.523 0.523
National Tutoring Programme 0.229 0.229 0.000 0.229 0.229
Nature Conservation 0.025 0.025 0.000 0.025 0.025
New Remands Framework 1.159 1.159 0.000 1.159 1.159
Public Health - Housing Support
Grant 0.889 0.000 (0.889) 0.000 0.000
Public Health - Individual Placement 0.218 0.000 (0.218) 0.000 0.000
Public Health - Pfizer BCIAHP Project
Grant 0.178 0.000 (0.178) 0.000 0.000
Public Health - Rough Sleepers Drug
and Alcohol Treatment Grant
(RSDATG) 1.019 0.000 (1.019) 0.000 0.000
Public Health - Smokefree Generation
Section 31 Grant 1.597 0.000 (1.597) 0.000 0.000
Rough Sleepers 0.095 0.095 0.000 0.095 0.095
Scambusters (RIT) 0.552 0.552 0.000 0.552 0.552
Schools PFI Grant 18.232 18.232 0.000 18.232 18.232
Social Care in Prisons 0.168 0.168 0.000 0.168 0.168
Sutton Park Stewardship 0.098 0.098 0.000 0.098 0.098
UK Shared Prosperity Fund (SPF) 8.479 0.000 (8.479) 0.000 0.000
UKRS Resettlement 0.191 0.191 0.000 0.191 0.191
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2025/26 | 2026/27 2027/28 | 2028/29
Grant Budget Forecast | Variation | Forecast | Forecast
£m £m £m £m £m
Verification of Earnings and Pensions 0.094 0.094 0.000 0.094 0.094
Virtual School Head (Children with
Social Worker) 0.152 0.152 0.000 0.152 0.152
Virtual School Head (Post 16) 0.308 0.308 0.000 0.308 0.308
War Pensions 0.094 0.094 0.000 0.094 0.094
Wraparound Childcare Programme
Costs 2.325 2.325 0.000 2.325 2.325
Youth Justice Good Practice Grant 2472 2472 0.000 2472 2472
Public Health - DATRIG 9.548 0.000 (9.548) 0.000 0.000
Public Health - West Midlands
Inpatient detox Consortium 0.285 0.000 (0.285) 0.000 0.000
HPG - Supporting Children
Experiencing Homelessness 0.397 0.000 (0.397) 0.000 0.000
RSPARG Top-up Funding 1.007 0.000 (1.007) 0.000 0.000
SAFE Taskforce 1.011 0.506 (0.506) 0.000 0.000
Rough Sleepers NSAP 0.216 0.000 (0.216) 0.000 0.000
Adult Skill fund 16 - 19 Education 0.082 0.082 0.000 0.082 0.082
Skills Programme Contract 12.173 12.173 0.000 12.173 12.173
Public Health - Doctoral LA
Fellowship 0.161 0.161 0.000 0.099 0.000
Directorate Grants Sub-total 160.299 132.454 (27.846) 124.275 124.176
Expenditure Reimbursement
Grants
Higher Education Funding Council
(HEFC) 0.363 0.363 0.000 0.363 0.363
HRA Rent Rebates Grant 127.742 127.742 0.000 127.742 127.742
Rent Allowance Grant 484.609 484.609 0.000 484.609 484.609
Expenditure Reimbursement 612.714 612714  0.000 612.714 612.714
Grants Sub-total
Direct Schools Funding Grants
(Ring-fenced)
Coronavirus (COVID-19) Recovery
Premium 1.656 1.656 0.000 1.656 1.656
Dedicated Schools Grant (DSG) 879.136 879.136 0.000 879.136 879.136
Education Funding Agency - Grant for
Post 16 Provision (6th Form Funding) 9.880 9.880 0.000 9.880 9.880
Primary PE and Sport Grant 3.761 3.761 0.000 3.761 3.761
Pupil Premium Grant 38.500 38.500 0.000 38.500 38.500
Teachers Pay Grant (TPG) 3.900 3.900 0.000 3.900 3.900
Universal Infant Free School Meals 7.000 7.000 0.000 7.000 7.000
Teachers Pensions Employers
Contribution Grant (TPECG) 1.104 1.104 0.000 1.104 1.104
Direct Schools Funding Grants 944.936  944.936 0.000 944.936  944.936
(Ring-fenced) Sub-total
Corporate Grants
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2025/26 2026/27 2027/28 2028/29
Grant Budget Forecast | Variation | Forecast | Forecast
£m £m £m £m £m
Extended Producer Responsibility for
Packaging (EPR) 15.200 15.200 0.000 15.200 15.200
Mag. Courts - LCD Grant Re Debt
Charges 0.055 0.055 0.000 0.055 0.055
Small Business Rate Relief Grant 68.808 35.156 (33.652) 35.600 36.081
Business Rates Multiplier Cap Grant 75.939 0.000 (75.939) 0.000 0.000
Corporate Grants Sub-total 160.002 50.411 (109.591) 50.855 51.336
Total Grants 2,462.782 2,424.275 (38.507) 2,460.669 2,507.659

Grants expected to be consolidated into:

*

*k Public Health Consolidated Grant

*k%

*kkk

Crisis and Resilience Consolidated Grant
Children, Families and Youth Consolidated Grant
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Appendix 4 — Housing Revenue Account Business Plan Update

1 Strategic Overview and HRA Business Plan

1.1 The HRA Self Financing Framework was introduced from April 2012 (as part of
the Localism Act 2011), and this required local authorities to maintain a long term
HRA Business Plan. This Business Plan is refreshed annually in line with the
Council’s MTFP process, and considered at Cabinet each January, along with any

rent increases required to fund the plan.

1.2 The January 2023 Business Plan reset the planning process, aligning the strategic
objectives of the City Housing Directorate, and the wider organisation, to the
financial plan to fund achievement of these over the life of the plan. This has
been refreshed each year in line with developing objectives, funding changes and
pressures/savings required to balance the plan annually and over the 30 year
period. The refresh has been aligned with the MTFP process for consistency in

budget setting and scrutiny.

1.3 This paper updates on the progress against the refresh for the 2026/27 business
plan, and lays out the timetable for the activities to take place between October

and the final refreshed Business Plan being presented to Cabinet in January 2026.

2 Strategic Objectives

2.1 Focus on investment in existing housing stock to meet Decent Homes Standards,

safety compliance and damp and mould requirements.

2.2 Promotion of Affordable Housing development in the City, through partnership
working for delivery of new build houses, a longer term acquisitions budget to give
more assurance over future sales for providers, and through the use of 141
receipts to help developments meet the gap between viability and affordable

housing requirements.

2.3 Acquisition as a means of maintaining social housing stock as right to buy sales
remove existing stock. Due to the fast turnaround required to replace stock being
sold through Right to Buy, along with the winding down of BMHT as an in-house
developer, the plan focusses on acquisition as the means for securing council

housing stock.
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2.4 Resource funding to ensure the service provided to tenants is in line with
expectations of both tenants and the social housing regulator. This includes
capital funding for the Housing Investment programme to ensure Council Housing
properties meet Decent Homes Standards by 2032, and funding for the day to day

Housing and Estates Management functions.

3 Funding changes

3.1 Government have confirmed in advance the rent cap policy for the next 5 years to
be set at CPI +1%. This will be based on September CPI each year, which will be
known in October. For planning purposes CPl has been assumed at 2%

throughout the plan, and this was already in the 2025/26 HRA Business Plan.

3.2 November 2024 saw a change to the Right to Buy legislation, reducing the
discount which could be applied to anyone purchasing their council house through
that scheme. Over 6,000 applications under Right to Buy were received in
response to the change, a number of which will result in a sale. In a usual year,
Right to Buy sales are around 500, and the business plan has so far been based
on similar numbers. The expected spike in sales will reduce the ongoing rent
receipt, but will create an immediate capital receipt which can be used for
development or acquisition. This reduces the amount of borrowing required to

carry out some of the currently planned capital programmes.

3.3 The directorate is in the third year of moving Services Charges to full cost
recovery, and areas where we are not collecting income for chargeable services

are being reviewed.

4 Pressures

4.1 There are notable areas where the HRA will face increased costs over the short
term, which have been factored into the refresh, to ensure that they can be funded

should they not be mitigated in some other way during this financial year:

4.2 Disrepair and Litigation costs in 2024/25 were £14.2m, and this area continues to
create a cost pressure in 2025/26. The impact of the Stock Investment
Programme will help reduce this, but unlikely within the timescales needed for the
2026/27 budget. For prudence, the HRA Business Plan needs to budget for the
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pressure continuing until at least 2027/28, when stock condition will reduce the

number of claimable disrepair cases.

As part of Birmingham City Council, and a user of its back office resources, the
HRA has to cover its proportion of centrally allocated costs for Oracle and the
Equal Pay Programme team, which creates a short term pressure in the Business

Plan

Proposed Savings

The Housing service have recognised four areas where savings can be targeted.

Proposals in these areas will be put forward for scrutiny over the coming months:

Asset Rationalisation: The existing 2025/26 saving around better use of stock is
expected to deliver further savings in 2026/27, through acquisitions and
appropriations generating rent, reduction in rent lost through voids and disposals

of surplus HRA assets to reduce the overall running costs of the estate.

Resource savings: In response to the intervention from the Regulator of Social
Housing in 2023, a growth budget of £56m was set aside for Asset Management
staffing, to implement the programmes necessary to meet compliance. The Asset
Management Service design is now finalised, with half of this growth fund not
being required. Further, with the directorate currently running with 10% of posts
vacant at any one time, a single year saving is expected in 2026/27 from these
vacancies. After the year, the service expect to be running closer to
establishment, and with more standard turnover times. This is an incidental

saving rather than a targeted reduction.

Non-rental Income generation: Income levels for energy feed in from solar panels
is not at the level expected given the number of installations, and a review is
already underway to establish if this is due to condition, or billing problems, and
resolve, in order to collect historic funds owed, and generate an ongoing higher

level of income

Capitalisation of resources: Exploration into the potential that resources working
on the Stock Investment programme and estate regeneration programmes should
be coded as capital expenditure against the asset they are enhancing in line with

the standard accounting procedures and the Council’s capitalisation policy.
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6 Current financial estimates

Rents at CPI +1

Lost rental income through RtB
Reduced borrowing due to RtB receipts
Total Funding Changes

Disrepair and Litigation

Oracle and Equal Pay Programme contribution
Total Pressures

Asset Rationalisation

Resource Efficiencies

Income Generation

Capitalisation of resources

Total Savings

Net growth/(reduction)

7 Route to Cabinet

7.1

7.2

7.3
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2026/27 2027/28 2028/29 2029/30

£m

£m
121
(10.5)
1.6
6.0
0.0
6.0
(4.0
(2.5
(1.4

—_ ~ ~ ~

2.0
(9.9)
(2.3)

£m
13.2
(10.7)
24
0.0
0.0
0.0
4.0)
2.5)
1.4)

—_~ o~ o~ o~

2.0)
(9.9)
(7.5)

£m

The Business Plan will be finalised in November 2025, once it can be
updated with October CPI figures and therefore actual rent increases. Any
announcement on rent convergence will be factored into the plan if available,
but for prudence, will not be included without certainty of government policy

by that stage.

The interim period will be used by the Service and Finance to review and
scrutinise pressures, assumptions and savings plans

Following this, briefings will take place with officer, residents and members

in the lead up to January cabinet
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Appendix 5 - Budget Scrutiny Task and Finish Group Recommendations to be
considered

Scrutiny Ref Recommendations

24BST&F40 | Consideration should be given to income generation from Lane
Rental as part of the Streetworks Permitting Scheme following the
one-year review.

24BST&F63 | Recommendation 220: HRA Review and joined up locality working
between Housing and City Operations. Consideration should be
given to identifying further savings through efficiencies resulting
from joined up working between Housing, Highways and Transport
that would take out current duplication in service delivery.
Members noted the risk rating of 10 which should be reduced as a
result of effective working across the Corporate Leadership Team.
24BST&F67 | The Organisational Redesign work to reshape the Council’s
services around citizens within available resources should include
the development of a workforce that is flexible and roles that can
respond to current pressures. Members were concerned that the
savings proposals across the Council that will reduce the workforce
before this re-design work is undertaken may result in key skills
being lost from the organisation.

24BST&F68 | The Organisational Redesign should review the duplication of
services / teams across and within directorates and rationalise
these based business need where this will result in savings.
SDT&F3 There is a comprehensive assessment of the impact of the Adult
Social Care savings on carers. This is an issue where the Health
and Adult Care OSC could add value during the 2024/25 work
programme.

SDT&F16 Saving 216 (Debt recovery consolidation): That the Council builds
on the learning from this savings to identify areas across the
Council where services can be consolidated resulting in a more
joined up service, better outcomes for residents and efficiencies
that deliver financial savings.

SDT&F18 Saving 228 (Fees and Charges): That City Operations explores the
opportunity to charge for damage to pavements as a result of
construction work on adjacent properties.

SIFT9 Requests that Equality Impact Assessments for all savings, and
specifically Adult Social Care, include information from relevant
partner organisations to enable more robust assessments.

SIFT11 Requests that Health Impact Assessments are developed for all
agreed savings, subject to the outcome of the current pilot.
Further, the Committee requests that health implications should be
included in all future committee reports, both decision making and
non-decision making.

SIFT13 Scrutiny seeks urgent assurances that all protected characteristics
have been considered in Equality Impact Assessments. The
Committee also requests clarification specifically on how
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Scrutiny Ref Recommendations

implications on neurodiverse citizens have been captured as well
as the impact on women, given that 70% of carers are female.

BPT&F1 The Executive considers an invest to save programme that
includes a robust assessment of the cost / benefit including a
reduction in the future demand for high cost statutory services.
BPT&F4 That the Executive reviews provision of affordable housing supply
and ensures policy is implemented or reviewed to enable genuinely
affordable housing that will provide a secure home for families and
individuals who are currently in Temporary Accommodation.
BPT&F12 The Executive accelerates the work to address issues identified
and cost pressures as a result of young people transitioning from
children’s services to adult services.

BPT&F14 Ensures that there is effective risk assessments and mitigation
arrangements, including the financial implications, put in place for
unplanned events that will impact on the demand for health and
social care e.g. the effects of a very harsh winter.

BPT&F16 The Executive explores all options, including working with local
authorities across the West Midlands, to provide residential
placements for children that are currently often only available
through the private sector outside of the West Midlands.

BPT&F18 The Executive accelerates the early help offer being developed
with the Children’s Trust, NHS and Voluntary Sector, including the
pilot at Hodge Hill, to mitigate the risk of increase in demand for
statutory services.

25BST&F1 The Executive reviews the consultation processes undertaken
during 2024/25 to identify learning that can be applied to
consultations relating to savings to be delivered during 2025/26.
25BST&F2 Members considered detailed savings delivery plans but did not
consider the equalities impact assessment for individual savings or
assessments of the cumulative impact of savings on those with
protected characteristics or are vulnerable. It is recommended that
the Executive ensures that this information is included in the
2025/26 budget report to Cabinet and City Council, and that for the
2026/27 budget that the equality and health impact assessments
are undertaken during the development of the savings proposals
so this is available during the budget scrutiny process.

25BST&F3 The Executive should consider and mitigate unintended staffing
implications of the savings, including staff voluntarily leaving the
organisation (not under VR / CR). Also, it should understand
reasons for leaving and use the information from exit interviews
and the Colleague Survey to ensure the Council retains and
develops staff with the skills, knowledge and experience to
transform the services provided by the Council.

25BST&F5 Members remain concerned about the governance and delivery of
cross cutting savings and savings that require work across
Directorates. It is recommended that the Executive introduce
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Scrutiny Ref Recommendations

enhanced governance arrangements for cross cutting savings and
savings involving work across Directorates and that this issue is
monitored through the Council’s risk management arrangements.
(Links to Recommendation 1.37, Savings Proposal 375:
Procurement Re-Design.)

25BST&F7 The Executive ensures that as part of the Organisation Design
Improvement and Recovery Plan Programme a workforce strategy
is developed that includes the management of long term vacancies
and agency staff.

25BST&F11 | Savings Proposal 359: Third sector commissioning: The Executive
considers the cumulative impact of 2024/25 and 2025/26 savings
on the Community and Voluntary Sector including organisations
that support some of the most vulnerable people and communities
in the City and works with the sector to benchmark third sector
funding in the City against other Core Cities to better understand
the short, medium and long term implications.

25BST&F21 | Savings Proposal 294: Tourism Maximum Recharge: Members
were pleased that, in-line with the recommendation from the
2024/25 Budget Scrutiny Task and Finish Group, that
consideration is being given to a hotel levy and recommend that
the implications for existing Business Improvement Districts (BIDs)
is given consideration.

25BST&F36 | Savings Proposal 377, PFI Indexation claim to meet funding gap
and 378 DSG HNB Funding of SEN Commissioning Service, 381
DSG income from schools re exclusions: The Executive ensure
that there is sufficient management capacity and continuity to
ensure that budgets are managed efficiently and effectively and
opportunities to claim relevant funding are not missed. (This
recommendation should also be applied to other Directorates)
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Birmingham City Council

Report to Corporate and Finance Overview and
Scrutiny Committee

24 October 2025

Title: 2026/27 to 2028/29 Capital Programme Refresh and
2025/26 Financial Monitoring — Update to Cabinet at
Quarter 2 of the 2025/26 Financial Year

Lead Cabinet Portfolio: Councillor John Cotton, Leader of the Council, ClIr.
Karen McCarthy, Cabinet Member for Finance

Relevant Overview and Not Applicable
Scrutiny Committee:

Report Author: Carol Culley, Director of Finance and Section 151
Officer

Authorised by: Carol Culley, Director of Finance and Section 151
Officer

Is this a Key Decision? Not Applicable

If this is a Key Decision,  Not applicable
is this decision listed on
the Forward Plan?

Reason(s) why not Not Applicable
included on the Forward
Plan:

No
Not Applicable

Is this a Late Report?
Reason(s) why Late:

Is this decision eligible Not Applicable
for ‘call in?’

If not eligible, please

provide reason(s): Not Applicable

Wards: All

Page 1 of 4
Page 191 of 264
OFFICIAL



ltem 9

Does this report contain exempt or confidential No
information?

Has this decision been included on the Not Applicable
Notification of Intention to consider
Matters in Private?

Reasons why not included on the Not Applicable
Notification:
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EXECUTIVE SUMMARY

The Executive Summary is provided in Section 1 of the Cabinet report attached
that was considered by Cabinet on 14 October 2025.

COMMISSIONERS’ REVIEW
Commissioners comments are included in the Cabinet report.

RECOMMENDATIONS
That the Committee:

Considers the report in order to inform the work of the Medium Term Financial
Plan and Budget Scrutiny Task and Finish Group.

KEY INFORMATION

Context
The context is provided in the Cabinet report attached.

Proposal and Reasons for Recommendations

The proposal and reason for recommendations are set out in the Cabinet report
attached.

Other Options Considered
CLT considered a number of alternative capital additions.

RISK MANAGEMENT

The risk management information on the Cabinet report is provided in Section 5.1
of the report attached.

CONSULTATION

The consultation on the Cabinet report is set out in Section 6.1 of the report
attached.

MEMBER ENGAGEMENT
Overview and Scrutiny

The engagement with Overview and Scrutiny is set out in Section 7.2 of the report
attached.

IMPACT AND IMPLICATIONS

Finance

The finance implications are set out in Section 8.1 of the report attached.
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Legal
The legal implications are set out in Section 8.2 of the report attached.

Equalities
The equalities implications are set out in Section 8.3 of the report attached.

Procurement
The procurement implications are set out in Section 8.4 the report attached.

People Services
The people services implications are set out in Section 8.5 of the report attached.

Climate Change, Nature and Net Zero
The climate change, nature and net zero implications are set out in Section 8.6
of the report attached.

Corporate Parenting

The Corporate Parenting implications are set out in Section 8.7 of the report
attached.

APPENDICES

Appendix A: 2026/27 to 2028/29 Capital Programme Refresh and 2025/26
Financial Monitoring — Update to Cabinet at Quarter 2 of the 2025/26 Financial
Year. Including

Appendix 1: Draft Capital Strategy

BACKGROUND PAPERS
The background papers are set out in Section 18 of the report attached.
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Birmingham City Council

Report to Cabinet
14 October 2025

Title:

Lead Member:

Relevant Overview and Scrutiny
Committee:

Has this report been shared with the
relevant Overview and Scrutiny
Committee Chair?

Report Author:

Authorised by:

Is this a Key Decision?

Reason(s) why not included on the
Forward Plan and confirm who has
authorised it to be considered:

Is this a Late Report?

Reason(s) why Late and confirm who
has authorised it to be considered:

Is this decision eligible for ‘call in?’

If ‘call-in’ has been dis-applied,
please provide reason(s) and confirm
who has authorised:

2026/27 TO 2028/29 CAPITAL
PROGRAMME REFRESH AND 2025/26
FINANCIAL MONITORING - UPDATE TO
CABINET AT QUARTER 2 OF THE
2025/26 FINANCIAL YEAR

Councillor John Cotton,
Leader of the Council
Councillor Karen McCarthy,
Cabinet Member for Finance
Councillor Sir Albert Bore,

Chair Corporate and Finance Overview &
Scrutiny Committee

Yes

Carol Culley,

Director of Finance & Section 151 Officer
Carol Culley,

Director of Finance & Section 151 Officer
No

Forward Plan Reference: 015593/2025
Not Applicable

No
Not Applicable

No

Not Applicable
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Wards: All

Does this report contain exempt or No
confidential information?
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EXECUTIVE SUMMARY

This report provides Cabinet with an update on Birmingham City Council’s Capital
Programme as at Quarter 2 of the 2025/26 financial year, alongside a refreshed

Medium-Term Financial Plan (MTFP) for the period 2026/27 to 2028/29. It outlines
the Council’s strategic approach to capital investment, financial sustainability, and

programme governance in the context of the Improvement and Recovery Plan.
Key highlights include:

a) An update on the work underway on reviewing the 2025/26 Capital

Programme.

b) A revised 3-Year Capital Programme, totalling £1.497bn across 2026/27 to

2028/29, aligned to the Council’s corporate priorities.

c) Introduction of a refreshed draft Capital Strategy, setting out principles for
investment prioritisation, governance, and risk management. This includes a
strengthened Gateway appraisal process and a new Perioritisation Matrix to

guide future resource allocation.

d) Information on new capital proposals, following a rigorous cross-council
scoring and review process. These projects will undergo Outline Business

Case development before consideration for formal approval in February 2026.

e) Risks and external factors, such as inflation, supply chain volatility, and
funding constraints, continue to be monitored and mitigated through robust

programme oversight.

This report asks Cabinet to note the progress being made on the 2025/26 Capital
Programme and notes the draft MTFP and Capital Strategy, which will inform
future budget decisions and support the Council’s recovery and transformation

agenda.
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COMMISSIONERS’ REVIEW

2.1 Commissioners have previously commented on the improvements required to all
aspects of the capital programme from prioritisation to delivery. This will take some
time given the disparate nature of many of the processes and the need to change
the engrained approaches to capital across the Council. Commissioners are
supportive of the work that is being undertaken by Officers. The expectation from
Commissioners is that once complete there is likely to be a rephasing of the capital
programme. Commissioners also set the expectation that as far as is practical
future monitoring and budgeting reports provide individual scheme level information.
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RECOMMENDATIONS

That Cabinet:

Note the update on the Capital Programme for 2025/26 (Section 4);

Note the draft Capital Programme Medium-Term Financial Plan (Section 5); and

Note the draft Capital Strategy (Appendix 1).
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KEY INFORMATION

CAPITAL PROGRAMME FORECAST 2025/26

As part of the Budget, City Council approved the Capital Programme and Strategy
on 4 March 2025 which contained a four-year capital programme for the period
2025/26 to 2028/29 valued at £1.560 billion (£1.056 billion HRA and £0.504 billion

General Fund).

Since March 2025 the Finance Team have been undertaking a full review of the
Capital Programme and the governance and guidance that support it. This has led
to a revised approach for proposals into the Capital Programme for 2026/27. As part
of this review the budgets within the Capital Programme are going through a detailed

review.

The Capital Programme is being looked at in detail and the budgets are being
reprofiled based on the best available information. Reprofiling of the budgets across
the Medium-Term Financial Plan aims to ensure the budgets for 2025/26 are as
accurate as possible and therefore represent the most likely spend achievable in
2025/26. This should reduce the amount of slippage (where budget is slipped into

the following financial year).

An initial review, post closedown 2024/25 and the slippage reported in outturn, of all
Capital projects has taken place and now work is focussing on establishing accurate
and realistic delivery profiles for these projects. In time for Quarter 3 reporting a
number of these projects (the top 10 budgets) will be reviewed in detail to establish
delivery and spend profiles to inform 2025/26 monitoring and future years budgets.
Alongside this review, the major programmes, i.e. Schools Basic Needs, Highways
and Transportation, Housing and the Regeneration will also be subject to a deep

dive review. This will cover the following areas;

a) Review the programme for 2025/26 to 2030/31:
b) Methodology for the identification of the projects required,

c) Prioritisation approach,

d) Approach to the estimation of costs and timescales,
e) Project and programme management arrangements,
f) Approach to funding,

g) Monitoring of the Programme and where it is reported
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General Programme Risks

Inflation in the UK in the 12 months to August 2025, as measured by the Consumer
Prices Index (CPI), stood at 3.8%, up from 3.6% in June. The CPIH (which includes
owner occupiers’ housing costs) rose by 4.1% in the same period, the same as 4.1%
in June. This marks a slight increase but continues the overall downward trend from
the peak of 11.1% in October 2022, although inflation remains above the Bank of
England’s 2% target. The rise was primarily driven by increased airfares and motor
fuel prices, while housing and household services provided a partially offsetting

downward contribution.

The latest statistics from the Department for Business and Trade (DBT), published
in September 2025, show that construction material price indices remain under
review due to a pause in the publication of Producer Price Indices by the Office for
National Statistics (ONS), citing data quality issues. While full data remains
temporarily unavailable, provisional estimates and commentary suggest mixed
trends. For example, brick deliveries increased by 9.0% in the 12 months to July
2025, indicating some recovery in supply. However, this still represents a significant
shortfall compared to pre-pandemic levels, with June 2025 deliveries 18.0% lower
than in July 2019.

Projects within the capital programme continue to face significant challenges due to
the lingering effects of high inflation and supply chain disruptions. Although
inflationary pressures have eased compared to 2022, cost volatility, labour
shortages, and material availability remain key risks. These factors continue to
impact project delivery timelines and budgets, with recent data showing a

contraction in construction activity in July 2025 following modest growth in Q2

The impact of inflation on the capital programme will continue to be managed,
monitored and reported to members. The unallocated inflation budget is currently
£10m.

Capital budgets are prepared based on the best estimates of project start dates and
spend profiles, which are subject to change as schemes evolve. Consequently,

forecast expenditure will vary across financial years. This report considers the total
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life cost and associated risks of each scheme, including delivery, third-party, and

market risks—particularly those related to build costs and inflation.

3.10 Where funding sources are time-limited, such as the Public Sector Decarbonisation
Scheme, officers will continue to monitor progress closely to maximise grant

utilisation and ensure timely delivery.
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4 CAPITAL PROGRAMME MEDIUM-TERM FINANCIAL PLAN

4.1 The Medium-Term Financial Plan (MTFP) for the Capital Programme sets out
Birmingham City Council’s strategic investment priorities for the period 2026/27 to
2028/29. Building on the reprofiling work undertaken in 2025/26, this section
outlines the refreshed capital allocations across directorates and missions,
ensuring alignment with the Council’s City Vision and corporate objectives. The
approach reflects a commitment to financial sustainability, improved governance,
and prioritisation of projects that deliver tangible outcomes for citizens,
communities, and the city’s infrastructure. The MTFP is underpinned by the
Capital Strategy, which provides the framework for decision-making, risk

management, and resource optimisation across the programme.

4.2 Table 3 below shows the Capital Programme for the 3-year MTFP, split by
Directorate. The budgets have been reviewed and re-profiled since the MTFP was
agreed at City Council on 4 March 2025. The below table does not include any
additions into the programme that have been agreed by CLT, these are set out in
Table 4.

Table 3 3-Year Capital Programme by Directorate

: 2026/27 2027/28 2028/29 3-Year
Directorate Budget Budget Budget Total
£000 £000 £000 £000

Adults Social Care 19,064 14,200 14,118 47,381
Children and Families 119,839 64,548 58,307 242,695
City Operations 48,378 12,617 18,838 79,833
Corporate Contingency 5,000 5,000 5,000 15,000
Finance 4,983 200 - 5,183
Places, Prosperity & Sustainability 187,423 71,306 59,716 318,446
General Fund sub total 384,687 167,872 155,979 708,538
Housing Revenue Account 247,592 255,511 284,943 788,046
Grand Total 632,279 423,382 440,922 | 1,496,584

4.3 The Draft Capital Strategy (Appendix 1) sets out Birmingham City Council’s long-

term approach to capital investment, aligning resources with corporate priorities
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and the City Vision Missions. It integrates with the Medium-Term Financial Plan to
ensure financial sustainability and strategic alignment across services. The
strategy outlines governance arrangements, including a rigorous Gateway
appraisal process and prioritisation framework, ensuring that all capital projects
are assessed for strategic fit, financial viability, and delivery capacity. The Capital
Programme is structured to support statutory obligations, business-critical needs,
and invest-to-save initiatives, with a strong emphasis on minimising revenue
impacts and avoiding new borrowing unless financially justified. A 5-year Capital
Investment Plan compliments the 3-year programme, providing a forward-looking

view of resource needs and investment priorities.

The strategy identifies key thematic areas for investment—housing, transport,
regeneration, schools, and enabling infrastructure—underpinned by robust
governance and risk management. It highlights the importance of external funding,
including grants, capital receipts, and strategic partnerships, particularly with the
West Midlands Combined Authority and Government programmes such as the
Enterprise and Investment Zones. The Council’s asset rationalisation and disposal
programme supports the Improvement and Recovery Plan, with capital receipts
earmarked for exceptional financial support. Community engagement, including
Community Asset Transfers, is encouraged where aligned with strategic priorities.
The strategy also includes a Flexible Use of Capital Receipts policy to support
revenue reform projects, ensuring the Council remains agile and responsive to

evolving financial and service delivery challenges.
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Capital Strategy Principles and Priorities

In 2024, the Council set out a series of principles which guide the MTFP, and
specifically a set of Capital Principles which need to be reflected when decisions
are made about the allocation of resources towards capital investment. These

have been reviewed and updated:

e The Council will not invest in capital schemes purely for yield and unless
part of a wider West Midlands scheme will only invest within Council
boundaries. The Prudential Code and Public Works Loan Board (PWLB)

criteria will be followed:;

e  The Council will maximise the opportunities from West Midlands
Trailblazer funding which will form a significant part of the future capital

programme;

e Assets will be regularly reviewed to identify surplus or underutilised
assets that can be disposed of to realise capital receipts. At present this
will be to avoid increasing borrowing for Exceptional Financial Support

(EFS). In future this will be to provide funds for investment.

o If projects support corporate priorities and are prioritised against the

agreed criteria they will be supported if:
o The project is fully funded by external grants and contributions.

o) The project generates additional capital receipts to the Council, so

the impact on resources is minimal; or

o The project will generate a robust net income stream or revenue
savings that is sufficient to meet the associated capital financing costs

and therefore be funded on an invest to save basis.

e The HRA must maintain financial balance and a viable 30 year business

plan;

e Due to the Council's financial position, additional borrowing will only be
considered if there are no other funding available and the project is of
critical importance to meet essential regulatory and health and safety

requirements or is self-funding
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¢ Along-term view will be taken on the Capital Financing budget,
modelling debt repayment and Minimum Revenue Provision (MRP) profiles
to maximise value for money, treasury management and identify any
capacity to support capital investment. Windful investment income not
required to support the revenue budget will also be considered for

capital investment; and

e The impact on the Council’s revenue budget (revenue consequences and

financing implications) will form part of the decision making.

4.6 Itis important to note that the Capital programme is a resource and expenditure
planning tool and does not confer approval for individual budget items to proceed.
Individual budgets will not proceed to spend until there has been an executive
decision which would normally include ‘Gateway’ business case appraisals at
Strategic Outline Case (capital budget proposal stage), Outline Business Case,

and Full Business Case.

4.7 In order to adhere to the Principles, and to ensure the limited resources the
Council has are focused on the correct projects a Prioritisation Matrix has been

created to score and rank potential projects against. The Criteria is as follows:

e Mandatory proposals where there is a statutory or legal requirement and

no alternative funding source is available;

e Business critical investment, i.e. where there is a Health & Safety,

regulatory or other mandated minimum requirement that needs to be met;
¢ Invest to Save proposals with a certain and short-term payback period;
e Proposals that align to the Corporate Plan;
e Proposals that are externally funded e.g. by the Enterprise Zone.
e Those with a low impact on the revenue budget;

e Proposals which are low risk and where the Council has a good track

record of delivering;
e Those that are scalable across the life of the project; and

e Those that have a positive impact on the City, i.e. are leveraging in

greater external resources to allow investment in the City.
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Additions to the Capital Programme in 2026/27 onwards

As part of the review of the Capital Programme, delays to agreeing and approving
new capital projects was identified as an issue. To help mitigate this, proposals for
new capital projects into the future Capital Programme now start earlier in the year.
The deadline for new proposals was 30 June 2025. 29 new proposals were
received, totalling £175m over a 5-year period, and over the summer these
proposals were reviewed and scored by a cross-council working group. The scoring
was based on how well the proposals met the Priorities, as set out in paragraph 5.7
above. In early September, the proposals and the scores were taken to a Corporate
Leadership Team (CLT), where all proposals and scoring was reviewed and
agreement was made regarding which projects should be prioritised within the

available funding.

The following projects have been provisionally accepted by the CLT into the Capital
Programme for 2026/27. Over the next few months these projects will produce an
Outline Business Case (OBC), this will involve reviewing alternative delivery options
and funding to minimize the cost to the Council. The OBC will be included as an
appendix to the Budget Papers that go to Cabinet and City Council in February
2026. Starting the OBCs now will ensure there is a reduced risk of slippage in
2026/27, as the additions to the Capital Programme will have had their OBCs
approved by Cabinet before the start of 2026/27.

Page 13 of 17
Page 207 of 264
OFFICIAL



Table 4 List of Additions into the Capital Programme

Project Title

Project Description

Directorate

Priestley Wharf 3

Replacement of the HVAC (heating and air con) system.

Place, Prosperity &
Sustainability

Industrial Assets

Improvement in several industrial sites the Council owns.

Place, Prosperity &
Sustainability

Fire Remedial Works

Fire Compartmentation and Fire Door Remedial Works.

Place, Prosperity &
Sustainability

Council House Complex

Relining of internal downpipes and essential roof and

infrastructure works.

Place, Prosperity &
Sustainability

Queslett Landfill Site

Installation of Solar Panels.

City Operations

Solar Panels

Installation of Solar Panels at Council Depots.

City Operations

Community Libraries

Upgrading of the Community Libraries — Phase 2.

Adult Social Care

Parks Essential infrastructure and facility upgrades for Parks. City Operations
Children's Homes Reconfiguration | Improvements to 4 of the Council’s Children Homes. Children & Families
Play Areas Play area health and safety improvement programme. City Operations
Car Parks Car parking new machines & barrier system. City Operations

Library Services at Home (LSaH)

Maintenance to the current building being used by LSaH.

Adult Social Care

Youth Justice Service

Reconfiguration of Youth Justice Service - Phase 2.

Children & Families

Technology Roadmap

Critical investment to the Council’s IT infrastructure.

Finance
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RISK MANAGEMENT

The known capital programme risks are summarised in Section 4. These will be
reviewed and will inform the updated budget position that will be reported in
February 2026.

CONSULTATION
Internal

This report has been written in consultation of CLT members and has been

discussed with Cabinet Members.
MEMBER ENGAGEMENT

Ward Councillor(s)

Not Applicable

Overview and Scrutiny

Overview and Scrutiny are being engaged as part of the 2026/27 budget setting
process, and as such this report will be considered at the October meeting of the
Corporate & Finance Overview and Scrutiny Committee.

Other

Not Applicable
IMPACT AND IMPLICATIONS

Finance and Best Value

The detailed financial implications have been covered throughout the report.

Legal

A local authority is required under the Local Government Finance Act 1992 to

produce a balanced budget.
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Equalities

There are no specific equalities implications arising from this report. Any equalities

implications will be identified as specific budgets are developed.

Procurement

There are no procurement issues arising directly from the contents of this report.

Any procurement implications will be identified as specific budgets are developed.

People Services

There are no specific human resources implications arising from this report. Any

Human resource implication will be identified as specific budgets are developed.

Climate Change, Nature and Net Zero

There are no specific climate change, nature and net zero implications arising from
this report. Any climate change, nature and net zero implications will be identified

as specific budgets are developed.

Corporate Parenting

There are no specific corporate parenting implications arising from this report. Any
corporate parenting implications will be identified as specific budgets are

developed.

Other

There are no other implications arising from the recommendations in this report.
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9 APPENDICES

9.1 Appendix 1 — Draft Capital Strategy

10 BACKGROUND PAPERS

10.1 2026/27 to 2028/29 General Fund Medium Term Financial Plan Refresh - Update
to Cabinet at Quarter 1 of the 2025/26 Financial Year, approved by Cabinet on 22
July 2025.

10.2 2025/26 to 2028/29 Budget Setting for General Fund Revenue Account, Capital
Programme and 2025/26 Treasury Management Strategy and Policy, to Cabinet
11 February 2025 and approved by City Council on 04 March 2025.
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Appendix 1: DRAFT CAPITAL STRATEGY

1. Introduction

1.1.  The Capital Strategy is part of the Council’s long-term strategic planning and
investment. The purpose of the Capital Strategy is to set out how the Council
aims to use its resources to support corporate priorities and objectives, and
how associated risk is managed. It identifies the Council’s long-term ambition
and intention and the main (internal and external) influences for the capital
programme and the key resources that are likely to be available to fund capital
investment. This ambition however needs to be affordable. As part of the
Capital Strategy, a Capital Investment Plan has been produced, this provides
indicative capital investment required over the next 4-years.

1.2. This Capital Strategy is fully integrated with the Council's Medium-Term
Financial Plan (MTFP), emphasising not only immediate financial
responsibility but also setting a foundation for medium- to long-term
sustainability. This integration ensures a cohesive approach to resource
allocation, aligning capital decisions with both financial recovery and service
priorities. It establishes the principles for prioritising the Council’s capital
investment and incorporates requirements from the prudential system.

1.3. The Capital Strategy has been prepared having regard to CIPFA’s Prudential
Code and Treasury Management Code.
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Capital Expenditure

Capital expenditure is where the Council spends money on assets, such as
property, highways assets or vehicles, that will be used for more than one
year. In local government this includes spending on assets owned by other
bodies, and loans and grants to other bodies enabling them to buy assets.
Details of the Council’s policy on capitalisation is included in the Council’s
annual Statement of Accounts:

“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.”

All expenditure on the acquisition, creation or enhancement of Property, Plant
and Equipment is capitalised on an accruals basis. In this context,
enhancement means work that has substantially increased the value or use of
the assets. Work that has not been completed by the end of the year is carried

forward as “assets under construction”.
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The Council’s Vision

3.1.  The Medium-Term Financial Plan, including the Capital Strategy and
Programme, is one of the key delivery documents that supports the Council to
deliver its Corporate Plan objectives within the financial envelope available.

3.2. The long term vision and priorities are set out in Birmingham’s new City Vision
— a shared ambition for a fairer, greener and healthier city, where everyone
can benefit from the opportunities Birmingham has to offer. These are set out
in the table below.

Figure 1 City Vision Missions

MISSIONS THE PRIORITIES FOR THE CITY COUNCIL FOR 2025-28, ARE TO WORK IN PARTNERSHIP TO ENSURE:
BIRMINGHAM IS A VIBRANT AND INCLUSIVE EITY, WHERE:

1. Investment and economic growth benefit all people and places in the city.

1. GROWTH
& PROSPERITY

i8]

. There is equal opportunity for people to get, and keep, good jobs.

w

. Birmingham is promoted as a great place to live, visit and do business.

. Businesses are supported to succeed; and illegal or unsafe business practices are addressed through effective regulation and enforcement.

. Children and young people have a good start in life and a great education.
. Lifelong learning is accessible to all.

8]

. Skills shortages in key sectors are addressed.

. More affordable homes are built.

. Housing standards are improved, and homelessness prevented wherever possible.

. People are safeguarded and protected from harm.

. Street cleanliness and waste services are improved.

o W=

. Everyone benefits from reduced carbon emissions, cleaner air, and a greener city prepared for climate change.

. Children and young people have a healthy start in life.

. People are empowered to make healthy choices to improve wellbeing.

. Everyone can live and age well.

= lw N =

. Council services are citizen-focussed and inclusive.

5. Everyone feels safe, heard and can grow.
BIRMINGHAM IS A WELL-CONNECTED CITY, WITH:

1. A safe and sustainable transport network.

5. CONNECTED
BIRMINGHAM

2. Good access te online services and support to develop digital skills.

1. Strengthen and stabilise the Council’s financial position.

2. Develop our workforce and build a culture of trust and learning.

3. Foster a better performing organisation with stronger governance.

4. Enhance the quality and accessibility of our services.

5. Transform the way we operate.

3.3. The Corporate Plan then sets out the Council’s priorities for the next three
years — focussing on improving how the Council operates, meeting statutory
responsibilities, and delivering better outcomes for citizens through genuine
partnership with communities, stakeholders and strategic partners. It also
embeds the Council’s refreshed Improvement and Recovery Plan (IRP) which
sets out the steps required to become a stable, well-run, and high-performing
Council.
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The aim of the Capital Programme is to affordably deliver the main plans and

strategies published by the Council, these include;

a)
b)

Corporate Plan 2025 to 2028
Asset Management Strategy — due to be produced by April 2026

Birmingham Transport Plan

West Midlands Strategic Transport Plan

Enterprise Zone

Community Infrastructure Levy

Clean Air Zone

Digital Strategy 2022 to 2025

Housing Revenue Account (HRA) Business Plan and Rent Setting 2025/26
HRA Acquisition Strategy — 2025 to 2030 — due to be produced in 2025
HRA Asset Management Strategy 2024 to 2029

Route to Net Zero Action Plan

m) Birmingham Development Plan 2011 to 2031

Local Development Scheme 2025 to 2028

Housing Strategy 2023 to 2028

Health and Wellbeing Strategy 2022 to 2030

Vision and Strategy for Adult Social Care and Health

Corporate Parenting Strategy 2023 to 2026

Social Value Policy

Cultural Strategy 2025 to 2035

Economy and Place Strategy

Road Harm Reduction Strategy

Page 216 of 264
OFFICIAL


https://www.birmingham.gov.uk/info/20011/your_council/237/birminghams_corporate_plan_for_2025-2028#:~:text=This%20plan%20sets%20out%20our,communities%2C%20stakeholders%20and%20strategic%20partners.
https://www.birmingham.gov.uk/download/downloads/id/14861/birmingham_transport_plan.pdf
https://www.wmca.org.uk/media/1372/2016-06-01-mfg-full-document_wmca.pdf
https://www.birmingham.gov.uk/info/20139/support_for_business/67/birmingham_enterprise_zone
https://www.birmingham.gov.uk/info/20181/planning_obligations/62/community_infrastructure_levy_cil
https://www.birmingham.gov.uk/info/20076/pollution/1763/a_clean_air_zone_for_birmingham
https://www.birmingham.gov.uk/info/50269/our_digital_strategy_2022_to_2025
https://birmingham.cmis.uk.com/Birmingham/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=YiTOAM2RA4t1sZbu8vK9zC2Uly20e7%2BGfcJAC3fEfWr5VBPnk1EkPg%3D%3D&rUzwRPf%2BZ3zd4E7Ikn8Lyw%3D%3D=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2FLUQzgA2uL5jNRG4jdQ%3D%3D&mCTIbCubSFfXsDGW9IXnlg%3D%3D=hFflUdN3100%3D&kCx1AnS9%2FpWZQ40DXFvdEw%3D%3D=hFflUdN3100%3D&uJovDxwdjMPoYv%2BAJvYtyA%3D%3D=ctNJFf55vVA%3D&FgPlIEJYlotS%2BYGoBi5olA%3D%3D=NHdURQburHA%3D&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3D&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3D&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3D#:~:text=1.5%20The%20January%202024%20HRA,Decent%20Homes%20Standards%20is%2030%25.
https://birmingham.cmis.uk.com/Birmingham/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=nPqH68EZiRmvqH2jCK9qB3XNWq84UkruB6cuVRnd2NvgpnvaXhi9zw%3D%3D&rUzwRPf%2BZ3zd4E7Ikn8Lyw%3D%3D=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2FLUQzgA2uL5jNRG4jdQ%3D%3D&mCTIbCubSFfXsDGW9IXnlg%3D%3D=hFflUdN3100%3D&kCx1AnS9%2FpWZQ40DXFvdEw%3D%3D=hFflUdN3100%3D&uJovDxwdjMPoYv%2BAJvYtyA%3D%3D=ctNJFf55vVA%3D&FgPlIEJYlotS%2BYGoBi5olA%3D%3D=NHdURQburHA%3D&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3D&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3D&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3D
https://www.birmingham.gov.uk/download/downloads/id/18618/route_to_zero_action_plan_-_call_to_action.pdf
https://www.birmingham.gov.uk/info/20054/local_plan_documents/78/birmingham_development_plan
https://birmingham.cmis.uk.com/Birmingham/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=q11Tzpw5y%2fr7PN8dob4AnFHCw%2bynlcwO2TmrLn6cwmLUjm3uBdDfEg%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d
https://www.birmingham.gov.uk/download/downloads/id/25281/housing_strategy_2023_to_2028.pdf
https://www.birmingham.gov.uk/download/downloads/id/23756/creating_a_bolder_healthier_city_2022_to_2030.pdf
https://www.birmingham.gov.uk/info/50284/strategies_cqc_assessments_feedback_and_complaints/1473/vision_and_strategy_for_adult_social_care_and_health
https://birmingham.cmis.uk.com/Birmingham/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=FEuouorOQv%2bbdiMBo2Jmrde053Cq3Fphu%2fLivppvAD7VCAooXZbCXg%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwj_iYi0tKqOAxVZYEEAHcC6DOsQFnoECAoQAQ&url=https%3A%2F%2Fwww.birmingham.gov.uk%2Fdownload%2Fdownloads%2Fid%2F11222%2Fsocial_value_policy_march_2023.pdf&usg=AOvVaw2Sm6CckyWX2gWg3CAgogJ2&opi=89978449
https://www.birminghamculture.co.uk/
https://birmingham.cmis.uk.com/Birmingham/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=n1ficsa8lCmaVptYgtKVhKTVJc3lwALuEepLWUGl53Ljx8NP7p%2fA8g%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d
https://www.birmingham.gov.uk/info/50348/transport_plan_and_policies/3048/road_harm_reduction_strategy_and_action_plan
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Capital Budget Principles

In 2024, the Council set out a series of principles to underpin decision making

for the MTFP with a set of Capital Principles for capital decisions to follow.

These are to ensure the Capital ambition always remains affordable and in

line with the Council’s overall financial position. These have been reviewed

and updated as per the below:

e  The Council will not invest in capital schemes purely for yield and unless
part of a wider West Midlands scheme will only invest within Council
boundaries. The Prudential Code and Public Works Loan Board (PWLB)

criteria will be followed;

e  The Council will maximise the opportunities from West Midlands
Trailblazer funding which will form a significant part of the future capital

programme;

o Assets will be regularly reviewed to identify surplus or underutilised
assets that can be disposed of to realise capital receipts. At present this
will be to avoid increasing borrowing for Exceptional Financial Support

(EFS). In future this will be to provide funds for investment;

e Capital receipts are treated as a corporate resource. All use of capital
resources that are not statutorily or contractually ring-fenced, including
capital receipts, will be prioritised across the Council as a whole in
relation to the Council’s key priorities. Earmarking of capital resources

will be on an exceptional basis .

e If projects support corporate priorities and are prioritised against the

agreed criteria they will be supported if:
e The project is fully funded by external grants and contributions;

e The project generates additional capital receipts to the Council, so the

impact on resources is minimal; or

e The project will generate a robust net income stream or revenue savings
that is sufficient to meet the associated capital financing costs and

therefore be funded on an invest to save basis.
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e The HRA must maintain financial balance and a viable 30 year business

plan;

e Due to the Council's financial position, additional borrowing will only be
considered if there are no other funding available and the project is of
critical importance to meet essential regulatory and health and safety

requirements or is self funding.

e Along term view will be taken on the Capital Financing budget, modelling
debt repayment and Minimum Revenue Provision (MRP) profiles to
maximise value for money, treasury management and identify any
capacity to support capital investment. Windful investment income not
required to support the revenue budget may also be considered for

capital investment; and

e The impact on the Council’s revenue budget (revenue consequences and

financing implications) will form part of the decision making.

It is important to note that the Capital programme is a resource and
expenditure planning tool and does not confer approval for individual budget
items to proceed. Individual budgets will not proceed to spend until there has
been an executive decision which would normally include ‘Gateway’ business
case appraisals at Strategic Outline Case (capital budget proposal stage),
Outline Business Case, and Full Business Case. Affordability and delivery of
the project will be reviewed at each gateway.

In order to adhere to the Principles, and to ensure the limited resources the
Council has are focused on the correct projects a Prioritisation Matrix has
been created to score and rank potential projects against. The Criteria is as
follows:

e Mandatory proposals where there is a statutory or legal requirement

and no alternative funding source is available;

e Business critical investment, i.e. where there is a Health & Safety,

regulatory or other mandated minimum requirement that needs to be met;
e Invest to Save proposals with a certain and short-term payback period;

e Proposals that align to the Corporate Plan;
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Proposals that are externally funded e.g. by the Enterprise Zone.
Those with a low impact on the revenue budget;

Proposals which are low risk and where the Council has a good track

record of delivering;
Those that are scalable across the life of the project; and

Those that have a positive impact on the City, i.e. are leveraging in

greater external resources to allow investment in the City.
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Governance
5.1.  The Council maintains comprehensive policies and procedures for managing

and monitoring its Capital Programme.

The Budget and Capital Programme Approval Process

5.2. The Capital Programme is agreed annually, alongside the MTFP following the
budget setting timeline below. Variations to the Capital Programme or in-year
additions — subject to delegation — will be agreed by and/or reported to
Cabinet.

Figure 2 Annual Capital Budget Setting Timetable

November

OBCs
reviewed. March
Included in FBCs
the Budget reviewed and

September September —

CLT approve November
Capital OBC

April June

Capital Deadline for July - August

Principles and submission of Bids are S e produced for

progress to new Capital
OBC stage. Schemes.

Priorities are new Capital reviewed.
agreed by CLT. Schemes.

papers taken agreed as per
to Cabinet Constitution
February for
approval.

The Capital Gateway process

5.3. The Capital Programme does not confer approval for the schemes to proceed
but ensures that funding is set aside to support the planned expenditure. For
approval, to go into the budget and then for approval for spend and to
proceed, all capital proposals have to go through the Capital Gateway

process. This is summarised in the diagram below.
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Figure 3 The Gateway Stages

Gateway 0: The
Strategic

Assessment

Gateway 5: Post
Implementation
Review

Gateway 1:
Strategic Outline
Case (SOC)

Gateway 2: Outline
Business Case
(0):19))

Gateway 4:
Contract Award
Report

Gateway 3: Full
Business Case

(FBC)

Individual budgets will not proceed to spend until there has been an executive
decision which would normally include ‘Gateway’ business case appraisals at
Strategic Outline Case (capital budget proposal stage), Outline Business
Case (OBC), and Full Business Case (FBC). They must support good
decision making and provide adequate justification for the proposal being put
forward.

e The strategic Outline Case confirm the strategic context of the proposal;

make a robust case for change; and explores ‘the preferred way forward’.

e The Outline Business Case adds further details to the Strategic Outline
Case and identifies a preferred option which optimises Value for Money.
It will give enough information to make the decision on whether to

proceed or not.

e The Full Business Case revisits the OBC and records the findings of the
subsequent procurement activities; together with the recommendation for
an affordable solution which optimises value for money. It also provides
detailed arrangements for the successful delivery of required goods and

implementation of services from the recommended supplier/s.

The process is managed by the Capital Board who will also ensure the correct
decision making processes are followed. Each project has a nominated

Senior Responsible Officer and Responsible Delivery Officer, who are
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responsible for the successful completion of the scheme against factors such
as time, budget, quality, scope, and benefit.

Regular reviews of the capital programme are carried out to ensure the capital
programme remains current and include scrutinising projects where contracts
have not begun or spend is slower than anticipated, to improve transparency
and ensure that scarce capital resources (especially prudential borrowing) are
not unnecessarily committed. All new approved capital projects will have a
two-year longstop date, whereby a new, updated approval will be required
where the contract has not been entered into or the project started within two
years of approval.

Revised or additional capital budgets may be approved, either as part of the
budget process or in year by Cabinet, within the constraints of the
Constitution, the restrictions on borrowing and the Council’'s Prudential
borrowing limit. This includes Cabinet approval to additional external
resources allocated to the Council. There should be no significant increases in
prudential borrowing, or the use of capital receipts will be agreed outside of
the annual budget process.

Note the disposal of the Council’s land and buildings as part of the
Improvement and Recovery Plan will be managed by the Cabinet Committee -
Property.

The Council will encourage community engagement in the operation of
properties in support of specific key priorities and will commission community

asset transfers where appropriate.
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Capital Investment Plan

6.1. In addition to the 3-year MTFP Capital Programme the Council has also
developed a draft 4-year Capital Investment Plan, this currently focuses on
maximising external funding and minimising prudential borrowing. This will be
developed into an affordable ten year strategy for 2027/28. Table 1 shows the

Capital Programme broken down across 4-years.

Table 1 Breakdown of Capital Programme over 4-years

Directorate and Project 2026/27 2027/28 2028/29 2029/30
£000 £°000 £000 £000
Adults Social Care
Adults - Property - - - -
Community Libraries 4,946 82 - -
Independent Living 14,118 14,118 14,118 -
Telecare - - - -
Adults Social Care Total 19,064 14,200 14,118 -
Children and Families
Basic Needs 96,419 51,048 44,807 44,807
Childrens - ICT 632 - - -
Childrens - Property - - - -
Devolved Capital to Schools 2,703 1,500 1,500 1,500
Early Years - - - -
Family Hubs - - - -
School Condition Allocations 20,085 12,000 12,000 12,000
Children and Families Total 119,839 64,548 58,307 58,307
City Housing -HRA
Housing Development Programme 28,266 32,013 57,274 53,804
Housing Improvement Programme 219,325 | 223,498 | 227,670 | 218,976
Property Acquisitions Programme - - - -
City Housing - HRA Total 247,592 | 255,511 | 284,943 | 272,781
City Operations
Bereavement 3,815 - 1,715 -
Community Safety & Resilience - - - -
Community Sports & Events 14,308 - - -
Cultural Development 621 - - -
Enterprise Zone 194 157 157 -
Flood Management 9,844 - - -
Mortuary / Coroners 177 - - -
Neighbourhoods - - - -
Parks & Nature 871 437 5,842 97
Private Sector Housing - - - -
Road Safety - - - -
11
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Directorate and Project 2026/27 2027/28 2028/29 2029/30

£°000 £°000 £°000 £000

Transport and Highways Delivery 1,310 850 850 850
Programme
Waste Management 17,238 11,173 10,274 -
City Operations Total 48,378 12,617 18,838 947
Corporate Capital Contingency
Corporate Capital Contingency 5,000 5,000 5,000 -
Corporate Capital Contingency Total 5,000 5,000 5,000 -
Finance
Flexible Use of Capital Receipts 2,991 - - -
Technology Roadmap 1,992 200 = =
Finance Total 4,983 200 - -
Places, Prosperity & Sustainability
Active Travel 4,580 1,450 2,000 -
Bordesley Park Remedial Works 14,207 - = =
Brum Breathes and Route to Zero 1,000 5,201 5,201 5,201
CIL - - - -
Enterprise Zone 26,608 6,692 1,022 -
Flood Management - - - -
Investment Zones - - - -
Minor Projects - - - -
Other (Major Schemes) 5,100 - - -
Peddimore - - - 1,325
Perry Barr Residential Scheme - - - -
Places for People - - - -
Property - - - -
Public Transport 350 - - -
Section 106 - - - -
Section 278 - - - -
Transport and Highways Delivery 119,791 | 51,526 51,494 49,156
Programme
WMCA 15,787 6,437 - -
Places, Prosperity & Sustainability Total | 187,423 71,306 59,716 55,682
Grand Total 632,279 | 423,382 | 440,922 | 387,717
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Drivers and Influences

The drivers and influences for the Council’s capital programme includes the

following:

The Council’s prevailing financial position influences the programme
requiring it to be affordable with minimal cost upon the revenue budget

(as outlined in the principles in section 4).

The Council’s property, plant and equipment is valued at approximately
£7 billion. Reforming this portfolio to be fit for the Council’s future needs
and service delivery models is a key area to support delivery of the

Council’s recovery plan, however an affordable plan is required.

The Council’s school’s estate continues to evolve under the influence of
academisation and other national policies, but it remains a sizeable asset
portfolio, and the Council has a duty to ensure that council run schools

are maintained and that there are sufficient school places.

Economic regeneration and transport remain key priorities for the city’s
future prosperity including driving sustainable inclusive growth and
tackling externalities as part of the net zero and air quality agendas. The
HS2 rail terminal at Curzon Street station represents a major
regeneration and connectivity opportunity, which forms part of the city’s

Enterprise Zone.

Delivery of the regeneration ambitions in line with the City Vision is a
priority. The Investment Zone (1Z) will provide WMCA with a total
government grant package of £160m over ten years. £12m of this grant
has been provisionally allocated to projects in Birmingham, and it is
expected that further allocations will be made subject to agreement
through an |1Z Joint Committee. The IZ and Growth Zone designations will
provide the Council with a 25-year business rate retention (BRR) facility
over an area of 310Ha with an estimated total uplift value of £1.1bn
above the 2023 baseline. There are plans to establish a Mayoral
Development Corporation (MDC).

Outside of EZ and 1Z areas, the development of investment priorities will

need to maximise external grant funding available from Government, the
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West Midlands Combined Authority (current City Regional Sustainable
Transport Settlement and Single Settlement commencing from 2027) and
the use of ringfenced income such as the Clean Air Zone net proceeds
(in accordance with the Transport Act 2000 and associated statutory

instruments).

e Meeting the housing needs, including social and affordable housing, for
Birmingham residents remains a major priority, both within the Council’s
Housing Revenue Account (HRA), and through its support for other
housing development both for sale and for private rented

accommodation.

e Value for money initiatives where capital investment can drive revenue
savings either now or in the future. Such initiatives will require robust

business cases before proceeding.

These key capital and infrastructure needs cannot be delivered by the Council
on its own. Partnership working is essential and is reflected in many of the

Council’s capital plans, as is external funding.

Page 226 of 264 14

OFFICIAL



6.4.

6.5.

6.6.

6.7.

6.8.

6.9.

ltem 9

Capital Investment Plan Priorities

Corporate Landlord

The Corporate Landlord (CL) service has submitted proposals to address
critical priorities, including statutory obligations, health and safety risks, and
operational efficiencies in the next 12 months.

The CL strategy aims to consolidate property management into a centralised,
professionalised and compliant estate that supports operational efficiencies
and the Council's decarbonisation goals. Key benefits include multi-purpose
flexible facilities, reduced running costs, and shared use of assets with public
and third-sector partners.

A refreshed Asset Strategy is being developed to support governance and
prioritisation of capital spend and delivering value for money.

Libraries

A new delivery model for libraries and advice services is being implemented to
achieve £2.3m in revenue savings and improve public access. Based on
public consultation, maintaining library buildings emerged as a top priority for
the community. The revised model protects the library building footprint, with
some services delivered through external partners and others co-located into
alternative community spaces. Thus, the Council can meet its statutory
obligations while providing facilities for additional community-facing services,
such as Youth and Community Centres.

The retained libraries provision will function as multi-service hubs, embedding
Early Intervention and Prevention strategies across the city. This will require
capital investment to modernize library buildings and ensure statutory
compliance, as outlined in the February 2025 Cabinet Report. Immediate
investment priorities focus on addressing a backlog in repairs and
maintenance, including fire safety and accessibility compliance, and modern
heating and roofing systems, to reduce long-term costs. Updated condition
surveys, costing an estimated £150k, will support a four-year investment
program.

Highways and Transportation

The Birmingham Transport Plan (BTP) sets out an ambitious vision to
transform the city’s transport network over the next decade, supporting the

ambition to deliver net-zero carbon by 2030. The Transportation and
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Highways Delivery Programme (THDP) 2024/25 to 2029/30 play a pivotal role.
With one-third of Birmingham households lacking access to a car and public
transport falling short of fully meeting citizens' needs, the THDP takes a
citizen-focused approach to improve accessibility, address air pollution and
road safety issues, and support a clean and sustainable transport network to
support the city’s growing population.

6.10. The THDP is fully funded through a mix of ring-fenced capital and revenue
grants, and net surplus revenues from the Clean Air Zone (CAZ). The
programme maximises external funding, including from the Department for
Transport received via the WMCA, as well as other government agencies and
the private sector.

Housing

6.11. The HRA Capital Programme will have invested over £2.6bn between 2024
and 2032, funded from a mix of balances, receipts, grant and borrowing, with
borrowing being repaid in future years once the programme has reached its
aims. The Business Plan is regularly reviewed to ensure the programme
remains affordable with a sustainable 30 year Business Plan. The objectives
are to invest in existing stock ensure all Council homes meet Decent Homes
Standards by 2032 and housing development and property acquisitions to
maintain and increase the supply of affordable housing. The existing housing
stock comprises ¢58,000 assets and the current focus is investment in the
existing portfolio to reach statutory compliance as required by the Regulator of
Social Housing, improve the physical condition of resident’s homes and
reduce repair and maintenance costs. Where possible the programme will
provide match funding for decarbonisation grant to ensure Council homes are
safe, warm and sustainable for the future. A programme of Stock Condition
Surveys are now in place which will ensure that all properties are surveyed
every 5 years.

6.12. The Housing Development Programme was refocussed in 2024, with
developments being taken through a partnership delivery route rather than
directly delivered by the Council. There is funding for the continuation of major
regeneration projects, completion of sites already in the final stages, and

funding after 2030 for investment which may be required to support wider
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affordable housing delivery. Major developments planned include the
regeneration of the Ladywood estate and Druids Heath.

6.13. The Property Acquisition Programme uses Right to Buy receipts and grant
funding to purchase dwellings, developments or buildings to be converted into
housing. This can include the appropriations of assets from the General Fund,
where conversion to housing would be more beneficial than an asset sale.
The programme includes a mix of individual street purchases and larger
buildings to create multiple dwellings. An Acquisitions Strategy, will be brought
to Cabinet in November 2025.

Regeneration

Enterprise Zone

6.14. The Enterprise Zone (EZ) has developed a pipeline of projects in line with the
'EZ Investment Plan 2022-2028' approved by Cabinet in September 2022.
There are four Major Pipeline Projects which will be seeking funding in the
future years:

1. Paradise Phase 3 and Phase 2b

6.15. The Paradise development started in 2013 and is being developed by a Joint
Venture (JV) between Birmingham City Council (BCC) and British Telecom
Pension Fund. Phase One was completed in 2020 and is now fully occupied.
Phase Two is underway and scheduled to complete in 2028. To date the
development has been very successful, including attracting blue-chip
occupiers such as Goldman Sachs and PwC. A business case is now being
prepared for Phase Three, with an updated funding request. The FBC has
been independently appraised and a renegotiation of the Joint Venture
Agreement between the Council and Hermes (on behalf of the BT Pension
Fund) is underway and is scheduled to complete in early 2026.

6.16. Phase 2 is progressing well with 1 Centenary Way completed and occupied
and work is progressing well to complete the construction of 3 Chamberlain
Square.

2. Smithfield

6.17. The Council is in a joint venture agreement with Lendlease to regenerate
17ha of land in the city centre, including the current indoor and outdoor
markets, to bring forward 3,000 new homes, 8,000 new jobs, new markets

and a school. Enterprise Zone funding of circa £172.8m, excluding previously
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approved spend, is being sought to fund infrastructure and enabling works as
part of a wider £2.5bn scheme, and the development is projected to generate
at least circa £150m of surplus business rates income. The Outline Business
Case was approved in July 2025, and work is underway to bring forward the
Development Full Business Case (FBC) alongside that for Phase 1, which are
due to go to Cabinet in March 2026.

3. Martineau Galleries

6.18. Martineau Galleries sits opposite the new HS2 Curzon Station and will
become a new gateway to the city. The site is owned by Hammerson, which is
working on a business case for EZ funding to deliver its first phase including
over 300,000sqft on new commercial floorspace, alongside new jobs and
homes.

4. Digbeth Active Travel and Street

6.19. Digbeth is a key growth area for the city which is already attracting a number
of major occupiers from the creative and TV sectors, including the BBC and
Masterchef. This growth is constrained by the lack of active travel connections
through the area, combined with a negative street scene and poor
environment. Work is underway on a full business case for £45m of funding to
transform the area, which would be funded through a potential mix of EZ and
Regional Transport Settlement funding.

6.20. Business Rates income can be volatile and the level achieved is dependent
on the growth of the overall business rates in the EZ area, which can be
impacted by appeals, demolitions and other factors. The position will be
carefully assessed before future funding is approved.

Growth Zones

6.21. Birmingham’s Growth Zones, as outlined in the Our Future City: Central
Birmingham Framework 2045 and Birmingham Local Plan — Preferred Options
Document, focus on areas with significant potential for redevelopment. These
zones feature under-utilized or vacant sites with opportunities for new homes
and employment spaces in locations that could support higher density
development. To unlock these opportunities, targeted early intervention is
required in key priority zones over the next 0-5 years followed by longer-term

master planning and delivery strategies.
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6.22. The identification of Growth Zones allows focussed stakeholder and

community engagement, co-ordinated promotion of opportunities, seeking

funding, developing partnerships, and enabling joint ventures or development

agreements to maximize site value and future income generation.

6.23. Key priority areas include:

Birmingham Sports Quarter

Birmingham Knowledge Quarter and Curzon Gateway
Digbeth

Park Birmingham (High Street/Dale End/Corporation Street)
Erdington

Sutton Coldfield

Perry Barr

Northern Gateway (Snow Hill and Gun Quarter)

6.24. Aston and Witton
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Growth Zone Property Fund Areas for Change

Growth Zanes KEY

GZ1 Central Heart

GZ2 \Western Gateway

GZ3 Nechells

GZ4 Curzon Gameway and
Birmirgham Knowledge Quarler

GZ5 Northern Gateway

GZ6 Cultural Quarter

GZ7 Newlown

GZ8 Hagley Road Corridor

GZ9 Rea Valley Urban Quarter

GZ10 Digoeth

GZ11 Bordesley Park

GZ12 Hockley, Soho Hill and Gib Heath

G713 Villa Park and Witton

GZ14 Parry Bam

GZ15 Greater leknield

I:] Centres for Change

D Major Development Areas
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East Birmingham

6.25. The East Birmingham Programme is a long-term initiative focused on inclusive
growth and tackling deprivation by securing and maximising investment in the
area. Key growth opportunities include the Birmingham Knowledge Quarter,
Bordesley Green Sports Quarter, Tyseley Environmental Enterprise District,
and employment sites near the HS2 Washwood Heath depot. This is closely
aligned with the Enterprise Zone programme, ensuring communities in East
Birmingham benefit from major investments at Curzon & HS2 and Digbeth.
and to provide a holistic approach to economic and social regeneration.

6.26. The East Birmingham area is expected to form part of a Mayoral Development
Zone (MDZ) which has been proposed to accelerate delivery of inclusive
economic growth for key parts of Birmingham. Business cases are in
development for specific interventions. Initial priorities include transport and
infrastructure investments to accelerate growth in the East Birmingham and
North Solihull (EBNS) Growth Zone and the Birmingham Knowledge Quarter,
leveraging allocations such as the Investment Zone capital fund (£9m) and
City Regional Sustainable Transport Settlement (CRSTS),LUF) projects at
Bordesley Park and Tyseley (£33m). Government has allocated £400m
funding for the EBNS Metro extension to the Sports Quarter and the
regeneration of Adderley Park Station as part of the Transport for City
Regions package for the West Midlands. Additional objectives include public
realm and green infrastructure improvements, supported by the Shared
Prosperity Fund, Innovate UK, and potential future Integrated Settlement
budgets.

6.27. Strategic investment to facilitate development sites and infrastructure delivery
is expected to be accelerated by the MDZ, which will ensure alignment with
ongoing and future funding streams.

Schools

6.28. The Local Authority has a statutory responsibility to secure sufficient school
places for Birmingham'’s population, taking into account declining birth rates,
fluctuating migration levels, and housing growth. Current priorities include
increasing secondary and SEND places to ensure the increasing demand can

be met.
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Since 2009, over 33,300 additional school places have been created,
including 17,500 primary and 15,500 secondary places, achieved through a
mix of expansions and new schools. The Schools Basic Needs Programme is
funded by Department for Education (DfE) grants and Section 106 income.
Current projects include extensions and new builds for Hamilton Primary and
Secondary (all-through for SEN), Selly Oak School (SEN), 14 SEN resource
bases and 8 secondary schools (basic need), alongside maintenance-driven
projects such as roof and boiler replacements.

The Schools Condition Capital Programme, ensures the maintained school
estate is safe and compliant, addressing urgent maintenance issues. The
Programme is externally funded through the DfE’s School Condition Allocation
(SCA), Basic Need, and High Needs Provision Capital Allocation (HNPCA).
Allocations are provided for a limited time period, with the latest allocations

supporting places needed between September 2026-28.
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Capital Resources

7.1.  The Council’s Capital Programme is approved as part of the annual budget

setting process, and is funded from a range of sources which principally
include:

e Government Grants & Contributions
e Capital Receipts

¢ Revenue Resources

e Prudential Borrowing

Figure 5 General Fund and HRA Capital Financing Breakdown

CAPITAL FINANCING OVER THE 3-YEAR MTFP %

Revenue & Reserves,
18%

Capital Receipts, Prudential Borrowing,

Government Grants & Contributions,
40%
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7.2. The capital programme included in the medium-term financial plan is broken
down by the following resources:

Table 2: Capital Financing for the Medium-Term Financial Plan

Resource 2026/27 2027/28 2028/29 3-Year Total
£000 £000 £000 £000

General Fund

Prudential 57,095 21,160 7,298 85,552

Borrowing

Government Grants | 303,505 136,355 124,071 563,931

& Contributions

Capital Receipts 7,838 2,500 1,827 12,165

Revenue & 16,249 7,857 22,784 46,889

Reserves

General Fund Total | 384,687 167,872 155,979 708,538

Housing Revenue Account

Prudential 144,993 154,765 173,744 473,502

Borrowing

Government Grants | 17,504 17,439 27,522 62,465

& Contributions

Capital Receipts 14,799 11,607 11,616 38,023

Revenue & 70,296 71,700 72,061 214,056

Reserves

HRA 247,592 255,511 284,943 788,046

Total

GF & HRA Total 632,279 423,382 440,922 1,496,584
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Government Grants & Contributions

The sources of funding are as follows:

External Grants and Contributions - some capital projects are financed wholly
or partly through external grants and contributions that are specific to projects
and cannot be used for other purposes. Significant developments across the
city are often liable for contributions to the Council in the form of Section 106
or a Community Infrastructure Levy (CIL) which are also included in this
category.

Capital Receipts - Capital receipts come from the sale of the Council’s
assets, usually land and buildings and the general policy is to treat all
receipts as a corporate resource. To support the Councils Improvement and
Recovery Plan, an asset disposal programme has been developed to
generate additional capital receipts to fund the Exceptional Financial Support
Requirement and a disposal programme of £750m of assets is underway. This
has meant that all previous capital receipt earmarking policies have been
discontinued unless legally committed or restricted.

Revenue Resources - The Council may choose to utilise revenue
contributions to finance its capital investment through contributions from the
revenue budget or from reserves. Given the current financial position, funding
from this source is extremely limited.

The HRA Capital Investment Programme is entirely funded from the ring
fenced HRA account. The investment programme is driven by a long term
HRA Business Plan.

Prudential Borrowing - Local authorities may borrow to finance capital
expenditure, with affordability of debt being the key constraint. Prudential
borrowing freedoms have been used to deliver key priorities including
investment in regeneration, housing, and wellbeing facilities. Given the
Council’s financial situation borrowing will be kept to an absolute minimum as

outlined in the MTFP principles.
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The Asset Disposal Strategy

To support the Council’s Improvement and Recovery Plan a programme of
rationalisation of the Council’s assets is required from the commercial
portfolio, development sites and strategic assets, industrial premises, retail
premises, operational and miscellaneous assets. As outlined above, the
capital receipts from asset disposals will be earmarked to fund the Exceptional
Financial Support allowed by the Ministry of Housing, Communities and Local
Government (MHCLG).

A Cabinet Committee - Property has been established to approve proposed
sales of council property and assets as part of the Council wide Asset
Strategy. The Committee has delegated powers from the Cabinet to declare
land and property surplus to requirements, determine property sales, the
means of disposal and the acceptance of offers to deliver the asset disposal
programme without delays. It has these powers for both General Fund Assets
and Housing Revenue Account Assets.

There is a need for a more sustainable approach to the management of the
Council’s land and property assets. An independent review of how the Council
manages its land and property assets recommended it move to a corporate
landlord model ensuring a more joined up approach throughout the

organisation.
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Risk Management

9.1. Major regeneration and housing projects constitute most of the Council’s
capital portfolio. These inherently carry risk, most of which is outside the
Council’s control. Table 3 sets out these risks and mitigations:

Table 3 Capital Programme Risks and Mitigations

Risk Mitigation
Project There are significant challenges to project delivery at present due
Viability to current market conditions. The Council reviews project viability

at all key gateway stages via established project / programme and
council governance. Where appropriate, schemes will continue to
be developed and will remain as pipeline schemes until they can

demonstrate they are viable and meet the indicators set out in the

capital prioritisation framework.

Local Local government continues to face financial pressures, and the
Government | Council has had to deliver sizeable savings programmes. As a
Financial result, in 2025 the Council developed a prioritisation framework
Pressures used to review its schemes within the capital programme. Careful
monitoring and review will ensure the ongoing affordability of the
programme and supports the long-term financial sustainability of

the Council.

Interest Rate | The Council’s capital portfolio has an external borrowing
Increases requirement and is therefore exposed to fluctuations in interest
rates. Loans at the Certainty Rate from the Public Works Loans
Board (PWLB) are 6.11% on a 20-year fixed rate maturity basis in
September 2025, (in comparison to 5.16% in September 2024),
which has an impact on the amount of interest payable by the
Council on new borrowing. PWLB Interest rates change on a daily

basis.

External borrowing is projected to increase by £575million over the
current year — this relates primarily to the HRA capital programme.

HRA borrowing is undertaken within the affordability parameters of

its 30-year business plan to mitigate inflation risks. The Council
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has used prudent interest estimates to mitigate this risk and
regularly reviews the HRA capital programme to ensure it remains

affordable and sustainable.

Inflation Capital delivery costs are vulnerable to inflation, which has been
particularly high over recent years and currently sits at 3.8% (CPI
as at August 2025). The Council has undertaken impact
assessments across the Capital Investment Portfolio to
understand the potential programme/ financial impact of cost
inflation and programme delays. This includes the cost of
construction materials, which increased significantly over recent
years but has continued to decrease overall since mid-2023

(Department for Business and Trade, November 2024).

Close monitoring of the portfolio through the governance and
assurance processes set out in Section 5 support the early

highlighting and mitigation of further risks in relation to inflation.

Workforce Workforce availability and continuity is monitored carefully to
ensure the delivery of capital schemes despite ongoing
challenges, including those resulting from Brexit, the Russia-
Ukraine war, an ageing workforce and a shortage of particular

skilled trades within the construction industry.

Legislative Changes in statute and regulations will impact capital projects, as
they must comply with current legislation. This has the potential to
impact existing scheme viability, development of new schemes
and increase overall costs in order to meet new legislative

standards.

As mitigation, the Council horizon scans to remain aware of any
changes to legislation which might affect projects and responds

accordingly through proper governance channels.

Market The portfolio is complex, and the successful delivery of various
Conditions aspects depends to a large extent on the commercial environment.

Examples are property rental income, capital receipts and future
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health of the property market. Assumptions are made which
underpin projections. The Council relies on expert advice to

mitigate this risk.

Transfer Increasingly, major projects are not delivered by the Council itself,
but by developers — either alone or jointly with the Council or its
delivery subsidiary. Whilst using a developer transfers risk away
from the Council, this means extra costs and therefore a careful

balance is required.

Project In the main, these are unforeseen delays and increases in costs.
Delivery Apart from building in contingencies there are a range of measures
that can mitigate the risks. Large schemes are subject to Gateway
Reviews, with projects ‘reaffirmed’ by Cabinet where major
financial or key strategic decision making is required, providing

additional assurance.

Effective scrutiny of business cases at the outset and senior officer
level project and portfolio governance will ensure robustness of
projects included in the portfolio. During the life of the project, risks
are monitored with risk registers being properly maintained and

updated.

Regular highlight reporting at Capital Board keeps key
stakeholders informed to allow early intervention where necessary.
In the case of complex major projects, professional experts are

used at all necessary stages to ensure effective delivery.

Project The Council has embedded arrangements which mean Senior
Delivery Accountable Officers (SAOs) and Responsible Delivery Leads
Capacity (RDLs) are allocated to key investment programmes and projects.

Appropriate resource plans are developed to provide sufficient
enabling expertise. Supply chain capacity will primarily be
managed at the project and programme level — with residual risks
escalated through the Council’s governance as necessary. The

Council’s ability and capacity to deliver the proposed projects are
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reviewed as part of the Strategic Outline Case, and this is
incorporated into the prioritisation criteria when the proposals are

scored.

Funding A significant proportion of the Council’s schemes relies on grant
funding and contributions from third parties. Any delays and/or
non-receipt of this funding can lead to an adverse impact on the
deliverability and/or financial viability of capital projects. The
Council undertakes effective monitoring to ensure the relevant
grants are drawn down together with regular dialogue with the

relevant funding bodies to ensure all options are explored in the

event grant funding is affected.

Page 242 of 264 30

OFFICIAL



ltem 9

10. Flexibility to Use Capital Receipts for Revenue Reform Projects Strategy

10.1. In the Spending Review 2015, the Chancellor of the Exchequer announced
that the government will allow local authorities to spend up to 100% of their
fixed asset receipts (excluding Right to Buy (RTB) receipts) on the revenue
costs of reform projects. MHCLG issued revised guidance on the Flexible Use
of Capital Receipts, which will be extended to March 2030. Since 2016, this
direction has allowed local authorities to use the proceeds from asset sales to
fund the revenue costs of projects that result in ongoing cost savings or
improved efficiency. The government will also remove the restriction with
respect to redundancy costs, imposed from April 2022, that limits the use of
the flexibility to statutory redundancy costs only. This will support authorities in
taking forward transformation and invest-to-save projects.

10.2. Given the need to use receipts to fund the EFS the planned use of this
flexibility is only for current projects that need to be carried forward from
2025/26 as a result of slippage.

Table 4 Projects funded from Flexible Use of Capital Receipts

Project 2025/26 2026/27 2027/28 2028/29
£m £ £ £
Cyber Security
2.183 2.991 - -
Customer Programme
2.258 - - -

Digitally Enabled Council: Voice Automation
0.111 - - -

Digitally Enabled Council: RPA
0.327 - - -

Inclusive Growth Delivery Plan
0.800 = = =

Workforce for the Future project - Centres of
Expertise 0.300 - - -

Data Insights

0.480 - = =
Application Platform Modernisation
0.039 - - -
Total 6.498 2.991 - -
31
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11. Community Asset Transfers

11.1. The Council will encourage community engagement in the operation of
properties in support of specific key priorities and may commission
Community Asset Transfers (CATs) where appropriate. Third sector
organisations will need to have the capabilities to use the assets to provide
agreed services, in accordance with arrangements for CATs of property.
Sales at less than best price will however reduce the capital receipts available
to fund other Council needs and policies. Accordingly, proposed land sale
discounts including CATs will be reviewed by Cabinet Committee — Property
for formal decision, to ensure that proposals have a strong fit with the
Council’s key strategic priorities, represent good value for money, and have a
good prospect of success. Other properties, and CAT proposals which have

been unsuccessful, will proceed for sale on the open market.
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12. Knowledge and Skills

12.1. The Council employs professionally qualified and experienced staff with
responsibility for making capital expenditure, borrowing and investment
decisions, who follow continuous professional development and attend
courses on an ongoing basis to keep abreast of new developments and skills.

12.2. Where required, use is made of external advisers and consultants that are
specialists in their field. The Council currently employs MUFG Corporate
Markets as treasury management advisers and has contracts with several
property consultants. This ensures that the Council has access to knowledge

and skills commensurate with its risk appetite.
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Birmingham City Council

Report to Corporate and Finance Overview and

Scrutiny Committee
24 October 2025

Title:

Lead Member:

Relevant Overview and Scrutiny
Committee:

Has this report been shared with the
relevant Overview and Scrutiny
Committee Chair?

Report Author:

Authorised by:

Is this a Key Decision?

Reason(s) why not included on the
Forward Plan and confirm who has
authorised it to be considered:

Is this a Late Report?

Reason(s) why Late and confirm who
has authorised it to be considered:

Is this decision eligible for ‘call in?’

If ‘call-in’ has been dis-applied,
please provide reason(s) and confirm
who has authorised:

Wards:

SCRUTINY WORK PROGRAMME
2025/26.

Not Applicable
Not Applicable

Not Applicable

Fiona Bottrill, Senior Overview and
Scrutiny Manager

Legal and Governance
Email fiona.bottrill@birmingham.gov.uk

Elaine Newsome, Interim Head of Scrutiny
and Committee Services

Legal and Governance

Not Applicable

Not Applicable
No
Not Applicable

Not Applicable
Not Applicable

Not Applicable
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Does this report contain exempt or confidential
information?

Has this decision been included on the Not Applicable
Notification of Intention to consider
Matters in Private?

Reasons why not included on the Not Applicable
Notification and confirm who has
authorised it to be considered:
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EXECUTIVE SUMMARY

The Scrutiny Committees continue to work with Cabinet Members, Directorates
and Partner Organisations to develop the work programmes that demonstrate
how the committees’ work will contribute to the Council’s Corporate Priorities and
use a range of scrutiny methods. The work programmes are informed by the
work of the Information Working Groups that consider the risk, delivery and
performance information related to the Committee’s terms of reference.

The work programme for the Corporate and Finance OSC is attached as
Appendix A. The work programmes for the other 6 O&S Committees and the two
Joint Health OSCs are attached as Appendix B.

COMMISSIONERS’ REVIEW

Commissioners have no observations on the report.

RECOMMENDATIONS
That the Committee:

Considers the Corporate and Finance OSC work programme set out in Appendix
A and agrees any amendments required.

Considers and notes the work programmes for the other Overview and Scrutiny
Committees attached as Appendix B.

KEY INFORMATION

Corporate and Finance Overview and Scrutiny Committee Work
Programme

The work programme attached as Appendix A sets out the proposed work
programme for the Corporate and Finance Overview and Scrutiny Committee.
The work programme will be reviewed throughout the year to ensure it focuses
on the Council’'s Corporate Priorities and issues identified through the work of the
Scrutiny Information Working Group’s consideration of the Council’s risk,
performance and delivery information.

The work programme also demonstrates how the Committee is using a range of
different scrutiny methods most appropriate to the issues being considered.

The first Information Working Group Meeting was held on 17 September that
considered the Performance and Delivery information reported to Cabinet in
September and the Principle Risks reported to Audit Committee in August.
Questions members identified relating to the Oracle Brindley Programme and the
Equal Pay Programme were addressed at the committee meeting on 26
September. A meeting with the Director of Centralised Services has been
arranged on the 17 October to consider the red ratings for the Customer Contact
Consolidation Saving 280, The Customer Experience IRP Programme and the
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Performance Indicator for Customers registering satisfaction with Council
services. Members noted that there was no commentary on the amber rated
savings and requested that this be provided to ensure transparency and the
actions that are being taken to move delivery of these savings to green. Members
raised concerns that where savings have been identified as Red, the narrative
explains that some saving will be ‘mitigated through directorate budgets’
Members asked that future reports include information about what the mitigations
are including impact on service delivery and risk.

The Council’s latest Forward Plan: Members may use the October 2025 Forward
Plan to identify future issues for the Committee work programme:

Title Proposed Date
ID Number of Decision

015654/2025 Companies Review - Process of |13 Nov 25
Winding down companies and
Appointment of Directors

015653/2025 Companies Review: Rationalisation of | 13 Nov 25
Companies

015664/2025 Key Decision Planned Procurement 11 November
Activities (December 2025 — February | 2025

2026)
015666/2025 Non-Key Decisions Planned 11 November
Procurement Activities (December 2025

2025 — February 2026)

Overview and Scrutiny Committees’ Work Programmes

A summary of the work programmes for the other 6 Overview and Scrutiny
Committees and 2 Joint Health Overview and Scrutiny Committees are shown in
Appendix B which demonstrates how the issues identified contribute to the
delivery of the Council’s Corporate Plan and use a range of scrutiny methods.

RISK MANAGEMENT

Overview and Scrutiny Committees have established Information Working
Groups that consider the Council’'s principle risks through the Scrutiny
Information Hub.

Where Overview and Scrutiny Committees identify potential risks, these will be
preferred to the Council’s risk management team to review and may be included
in the Council’s risk management process.
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MEMBER ENGAGEMENT
Not Applicable

IMPACT AND IMPLICATIONS

Finance and Best Value

There are no immediate financial or best value implications from this report. Work
to support the Committee in developing its work programme is conducted by an
inhouse existing team which has been funded for and there will be no external
engagement resulting in incremental costs to the council.

Legal

Section 21 of the Local Government Act 2000 states that the Council must have
one or more Overview and Scrutiny Committees which have the power to take
the actions listed in that section. The Birmingham City Council Constitution sets
out how the role and function of scrutiny prescribed by the Act is applied locally.

Equalities

The Council has a Public Sector Equality Duty under the Equality Act (2010) to
have due regard to the need to:

- eliminate discrimination, harassment, victimisation and any other conduct that
is prohibited by or under the Act;

- advance equality of opportunity between persons who share a relevant
protected characteristic and persons who do not share it;

- foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.

The protected characteristics and groups outlined in the Equality Act are: Age;
Disability; Gender Reassignment; Marriage and Civil Partnership; Pregnancy and
Maternity; Race; Religion and Belief; Sex, and Sexual Orientation.

The Committee should ensure that it addresses these duties by considering them
during work programme development, the scoping of work, evidence gathering
and making recommendations. This should include considering: How policy
issues impact on different groups within the community, particularly those that
share a relevant protected characteristic, Whether the impact on particular
groups is fair and proportionate; Whether there is equality of access to services
and fair representation of all groups within Birmingham; Whether any positive
opportunities to advance equality of opportunity and/or good relations between
people are being realised.

The Committee should ensure that equalites comments, and any
recommendations, are based on evidence. This should include demographic and
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service level data and evidence of residents/service-users views gathered
through consultation.

Procurement

7.7 There are no implications resulting from the recommendations in this report.

People Services

7.8 There are no staffing implications resulting from the recommendations in this
report.

Climate Change, Nature and Net Zero

7.9 Overview and Scrutiny Committee’s will consider the climate change, nature and
Net Zero issues relevant to the work programme items.

Corporate Parenting

7.10  Overview and Scrutiny Committee’s will consider the corporate parenting
responsibilities and opportunities relevant to the work programme.

Other

7.11  There are no other implications arising from the recommendations in this report.

8 APPENDICES
8.1 Appendix A: Corporate and Finance OSC Work Programme October 2025

8.2 Appendix B: Overview and Scrutiny Work Programmes October 2025

BACKGROUND PAPERS
9.1 None
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Corporate and Finance Overview and Scrutiny Committee Work Programme

Appendix A

Work Area Theme Work Arrangements Attendees Outcome Additional Information
Medium Term Finance 2026/27 to 2028/29 General Committee Meeting Carol Culley,
Plan and 2026/27 Fund Medium Term Financial 24 October 2025 Executive

Budget

Mission 6

Priority 1: Strengthen
and stabilise the
council’s financial
position.

Plan Refresh - Update to
Cabinet at Quarter 2 of the
2025/26 Financial Year

Venue: Council Offices,
Victoria Square

Report Deadline: 2
October 2025

Director Finance
and Section 151
Officer

Pre-Decision Scrutiny of
the Medium Term
Financial Plan and
2026/27 Budget

Mission 6

Priority 1: Strengthen
and stabilise the
council’s financial
position.

Scrutiny of the development
Medium Term Finance Plan
and 2026/27 Budget

Task and Finish Group
Meetings:

24 October 2025

7 November 2027
21 November 2025
28 November 2025
5 December 2025
19 December 2025

Carol Culley,
Executive
Director Finance
and Section 151
Officer

Fiona Bottrill
Senior Overview
and Scrutiny
Manager

Executive Directors /
Directors / Assistant
Directors

Cllr. Karen McCarthy,
Cabinet Member for
Finance

Information working
Group

Misson 6
Priority 3: Foster a
Better Preforming

Information Working Group to
review performance, delivery
and risk information to inform
the Committee’s work
programme.

Date TBC

Fiona Bottrill
Senior Overview
and Scrutiny
Manager

Corporate and Finance OSC Work Programme October 2025
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Organisation with
Stronger Governance

West Midlands
Combined Authority
Reports

Mission 1: Prosperity
and Growth

Mission 2: Knowledge
and Opportunity

Mission 3: Safety and
Sustainability

Mission 5: Connected
Birmingham

WMCA Scrutiny Update and
WMCA Corporate Update

Work Programme
Report

To agree the Committee’s
work programme

Committee Meeting 19
December 2025

Venue: Council Offices,
Victoria Square

Report deadline 27
November 2025

Ed Cox, WMCA
Chief Executive
(Interim)

Fiona Bottrill,
Senior Overview
and Scrutiny
Manager

Report of the MTFP and
Budget Scrutiny Task
and Finish Group

Mission 6

Priority 1: Strengthen
and stabilise the
council’s financial
position.

To agree the report of the
MTFP and Budget Scrutiny
Task and Finish Group

Committee Meeting 23
January 2026

Venue: Council Offices,
Victoria Square

Report deadline 2 January

2026

Fiona Bottrill,
Senior Overview
and Scrutiny
Manager

Corporate and Finance OSC Work Programme October 2025
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Work Programme
Report

To agree the Committee’s
work programme including
the Terms of Reference for the
Medium Term Financial Plan
(MTFP) / Budget Scrutiny Task
and Finish Group

Committee Meeting 23
January 2026

Venue: Council Offices,
Victoria Square

Report deadline 2 January
2026

Fiona Bottrill,
Senior Overview
and Scrutiny
Manager

Monitoring
Implementation of
Recommendations on
cost of living Crisis and
Household Support
Fund

Mission 4: Health,
Equity and Inclusion

To receive an update report
on the implementation of the
recommendations made by
the Corporate and Finance
OSC on 28 February 2025.

Committee Meeting 27
February 2026

Venue: Council Offices,
Victoria Square

Report deadline 5
February 2026

Phillip Fletcher,
Project Manager,
Strategy,
Equalities and
Partnerships.

Deputy Leader, Clir.
Sharon Thmopson

Corporate and Finance OSC Work Programme October 2025
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Appendix B
Summary of Overview and Scrutiny Committees Work Programmes

November 2025 - February 2026

Economy, Skills and Culture OSC

Corporate Plan 2025 - 28:

Mission: Growth and Prosperity Birmingham is a vibrant and inclusive city where:
Priorities:

Investment and economic growth benefit all people and places in the city.

There is equal opportunity for people to get, and keep, good jobs.

Birmingham is promoted as a great place to live, visit and do business.

Mission: Knowledge and opportunity Birmingham is a City where every person can learn and develop the skills they need to thrive where:
Priorities:

Lifelong learning is accessible to all.

Skills shortages in key sectors are addressed.

Mission: Birmingham Council is financial sustainable and operates effectively as a smaller, leaner and more efficient council
Priorities:
Transform the way we operate.

November December January February

Task and Finish Group: Jobs,
Skills & Regeneration Inquiry
Evidence gathering:

Task and Finish Group Jobs, Skills
& Regeneration Inquiry Evidence
gathering:

Task and Finish Group Jobs, Skills
& Regeneration Inquiry Evidence
gathering:

Task and Finish Group Jobs, Skills
& Regeneration Inquiry Evidence
gathering:

Information Working Group

Committee Meeting: Quarterly
Asset Disposal/ Corporate
Landlord Programme

Committee Meeting: Heritage and
Culture

Committee Meeting: Progress
Report on Implementation of

1
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Employment and Skills Scrutiny
Inquiry Report Recommendations

Committee Meeting: Progress
Report on Implementation of
Attract and Retain a Younger
Workforce Scrutiny Inquiry Report
Recommendations

Education, Children and Young People OSC

Corporate Plan 2025 - 28

Mission: Knowledge & Opportunity Birmingham is a City where every person can learn and develop the skills they need to thrive where:

Priorities:

Children and young people have a good start in life and a great education.

Mission: Health, Equity and Inclusion Birmingham is a place where everyone can live, work and age well where:

Priorities:

Children and young people have a healthy start in life.
People are empowered to make healthy choices to improve wellbeing.
Everyone feels safe, heard and can grow.

Mission: Safety & Sustainability Birmingham is a safe, clean and green place to live where:

Priorities:

People are safeguarded and protected from harm.

November

December

January

February

Information Working Group

Committee Meeting:
Birmingham Safeguarding
Children Partnership (BSCP)
Annual Report

Committee Meeting: SEND
Funding Element

Workshop: Examining the City’s
School Readiness agenda,
including the take up of early
years places, the availability of
places, barriers to take-up and

Committee Meeting:
Saving#377 - PFI/Building
Schools for the Future Annual
Funding Gap (TBC)

2
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opportunities for improvement
and primary exclusions. Will also
examine the Childcare
Sufficiency Annual Report

Health and Adult Social Care OSC

Corporate Plan

Mission: Health, Equity and Inclusion Birmingham is a place where everyone can live, work and age well where:

Priorities:

People are empowered to make healthy choices to improve wellbeing.

Everyone can live and age well.

Everyone feels safe, heard and can grow.

Mission: Safety & Sustainability Birmingham is a safe, clean and green place to live where:

Priorities:

People are safeguarded and protected from harm.

Health Scrutiny

November

December

January

February

Committee Meeting: Reporton
the Adult Social Care Self-
Assessment and preparation for
the CQC Inspection.

Committee Meeting: Health and
Wellbeing Board Mentally Healthy
City Strategy

Committee Meeting: Early Years
Health and Wellbeing

To update members on the Public
Health Contract for Early Years
Health and the re-procurement of
the contract for February 2027.

Committee Meeting: Staying
Independent at Home and the
Disabled Facilities Grant: Service
Quality and Budget

Committee Meeting: Birmingham
and Solihull Mental Health
Foundation Trust/ Mental Health
Provider Collaborative Mental
Health Service Strategy

Committee Meeting: To report
agreed Key Performance
Indicators to monitor delivery of
IRP / Corporate Plan for:
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Adult Social Care
Public Health
Sport and Wellbeing

Workshop: Policy Development
on Procurement of
Neighbourhood Network
contracts

Committee Meeting: Monitoring
Recommendations of the Scrutiny
Inquiry on Children and Young
People’s Mental Health

Information Working Group

Workshop: Development of the
Action Plans for the Mentally

Healthy City Strategy
Birmingham and Sandwell Joint Health Overview and Scrutiny Committee
November December January February
Workshop to agree key
performance indicators to monitor
the benefits realisation of the
Midlands Metropolitan University
Hospital (Date TBC)
Birmingham and Solihull (BSoL) Joint Health Overview and Scrutiny Committee
November December January February
Committee Meeting: Urgent
Treatment Centre Review Update —
UTC Public Consultation Plan
Committee Meeting: Finance &
Performance Update
Committee Meeting: Quality
Oversight BSOL ICB Quality
Update Report
Homes OSC
Corporate Plan
4
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Mission: Safety and Sustainability Birmingham is a safe, clean and green place to live where:

More affordable homes are built

Housing standards are improved, and homelessness prevented wherever possible

November December January February
Briefing: HRA Business Plan and Workshop: Pre-decision Scrutiny | Committee Meeting: Regulatory

Rent Setting 26-27 of Druids Heath Estate Compliance

Understand the updated HRA Regeneration Scheme Contract Improvement & Recovery

Business Plan and Rent Setting for | Award Priority 4

26-27 to apply to future
committee items

B: Improve housing conditions,
increase compliance levels and
enhance tenant satisfaction.

Committee Meeting: Exempt
Accommodation Inquiry Tracking
Report

Safety & Sustainability

Priority 2

A: We will ensure that homes in
the private rented sector and
Houses of Multiple Occupancy
properties are safe and compliant
with their licences.

D: We will review the supported
housing needs assessment to
support the development of an
updated Supported Housing
Strategy.

Information Working Group

Neighbourhoods OSC

Corporate Plan 2025 - 2028:

Mission: Safety and Sustainability Birmingham is a safe, clean and green place to live where:

Priorities:
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Street cleanliness and waste services are improved.

Mission: Growth and Prosperity Birmingham is a vibrant and inclusive city where:

Priorities:

Businesses are supported to succeed; and illegal or unsafe business practices are addressed through effective regulation and enforcement.

Mission: Health, Equity and Inclusion Birmingham is a place where everyone can live, work and age well where:

Priorities:

Council services are citizen-focussed and inclusive.

Scrutiny of Crime and Disorder Reduction Partnership (CSP)

November December January February
Information Working Group Committee Meeting: Pre Committee Meeting: Street
Policy Development of Parks Scene Transformation /

Transformation

Examine progress, learning
from other areas, engagement
with local councillors, hearing
from community groups)

Enforcement update

Opportunity to feed into the
Future Service Model and new
strategies for litter bin
redeployment and street
cleaning. Seek reassurance on
how transformation to link with
the Enforcement Strategy for fly

tipping.

Date and format TBC:
Localisation — Ward Governance
and briefing on Pride of Place
announcement

Committee Meeting: Crime and
Disorder Scrutiny - Examination
of Community Safety
Partnership’s (CSP) Strategic
Assessment and Delivery Plans

Committee Meeting: Crime and
Disorder Scrutiny — Statutory
Review of Community Safety
Partnership Annual Report and
Strategic Plan
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Sustainability and Transport OSC

Corporate Plan:

Mission: Safety and Sustainability Birmingham is a safe, clean and green place to live where:

Priorities:

Everyone benefits from reduced carbon emissions, cleaner air, and a greener city prepared for climate change.

Mission: Connected Birmingham, Birmingham is a well-connected city with:

Priorities:

A safe and sustainable transport network.

November December January February
Committee meeting: Air Quality | Task and Finish Group: Air Progress Report on
Inquiry evidence gathering Quality Inquiry Implementation of Road Safety

Inquiry Report Recommendations

Task and Finish Group: Air
Quality Inquiry

Briefing: Performance of interim
highways contract

Information Working Group

7
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