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1. Overview Briefing 
  

1. Note the financial position as at 29 May 2020 and is based on decisions which are 
known by the Finance teams.  Decision logs are being reviewed to ensure financial 
decisions are being captured. 

2. Note that in the main, the financial implications for 2020/21 cover the 6 months from 
April to September 2020 although some estimates have been made for costs later in the 
year. 

3. Note that the MHCLG Return was submitted on Friday 15 May based on the Strategic 
Cell Report for week commencing 11 May. 

4. Note that the Government has announced an additional £600m funding for infection 
control in care homes.  Birmingham will receive £9.8m.  Work is underway to establish 
to what extent committed costs can be funded from this grant. 

5. Note the Government has allocated additional funding for BIDs and a 5% increase in 
funding for further discretionary small business grants expected to be around £11.319m.  
Details are yet to be announced. 

6. Note that the Government has announced additional funding of £50m nationally to 
support the safe reopening of high streets and other commercial areas, to be funded 
from the European Regional Development Fund. Birmingham will receive £1.017m. 

7. Government has also announced £300m additional funding for local authorities to 
support the new test and trace service.  Allocation to individual authorities have not yet 
been announced although the new system was launched on 28 May 2020. 

8. Note the emerging risks which are known to us.  
9. Note the position on Business Rates Grant and Hardship Fund. 
10. Note the cashflow and borrowing issues. 

 
1. Financial Position as at 29 May 2020 against the Unringfenced Grant 

 
1. This financial report is as at 29 May 2020. 
2. Government has announced that the Council will receive £70.3m of unringfenced 

Covid-19 related funding and a number of ringfenced funding grants as shown in 
Table 1: 
 

Table 1: Grant Funding Announced 
Grant National 

Amount 
£m 

BCC 
Amount 

£m 

BCC 
% 

Tranche 1 1,600 38.744 2.4% 
Tranche 2 1,594 31.566 2.0% 
Total Unringfenced 3,194 70.310 2.2% 
Infection Control 600 9.761 1.5% 
Reopening High 
Streets Safely Fund 

50 1.017 2.1% 

Total 3,844 81.088 2.1% 
 

3. The Government did not announce the basis of allocation of the first tranche of 
funding, but it appears to be based on need assessment formulae.  The second 
tranche of funding has been allocated on a per capita basis.  It is disappointing that 
the Council has received a lower level of funding in the second tranche given the 
forecast costs it has raised with the Government. 



4. The Infection Control Grant was allocated based on number of care home beds as a 
proportion of the number of care home beds nationally plus an area cost adjustment. 

5. The Reopening High Streets Safely Fund has been allocated to local authorities on 
the basis of population. The grant can be used to fund costs associated with 
temporary public realm changes, business awareness campaigns that focus on small 
and medium sized enterprises, communication with the public and development of 
an action plan, all to be incurred between 1 June 2020 to 31 March 2021. 

6. The total forecast additional spend/loss of income to the Council on COVID-19 
related general fund activities for 2020/21and 2021/22 is £273.429m.   This is 
inclusive of additional expenditure, loss of income and likely risk materialising. The 
2021/22 position will be better understood as we start to plan recovery and the “new 
norm”.  In addition the Council has identified £5.580m of additional HRA costs.  
Table 2 provides an overview of pressures the Council is facing between years. 

 
 

 
7. The two-year costs identified to date have exceeded the allocation of £70.310m 

granted to Birmingham by £203.119m (including identified risks) for General 
Fund and £5.580m HRA.  The total cost is £208.699m.  A full breakdown of 
estimates is shown in Appendix 1. 

8. A review of supplier relief is being undertaken.  When the financial implications are 
known they will be included in the financial impact assessment. 

9. The current assumption for the financial position for 2020/21 is based on a 6 month 
premise for the duration of the COVID major incidents along with some residual 
costs.   

10. It should be noted that additional costs are beginning to be identified for 2022/23 and 
beyond due to slippage on planned savings proposals, including lower assumptions 
around ability to grow income. 

11. Since the 22 May Report, estimated General Fund costs have increased by 
£1.010m as shown in Table 3 below.  

    
Table 3: Change in General Fund Forecast Pressures Since 15 May 
Date of Estimate 2020/21 

£m 
2021/22 

£m 
Total 

£m 
22 May 2020 185.179 87.240 272.419 
29 May 2020 186.104 87.325 273.429 
Change 0.925 0.085 1.010 

 
12. The majority of the movement is around: 

a) Recognition of supplier relief and the possible payments that will be required 
for Leisure and Community Centre service providers 

b) Reductions in previous estimates about income loss from outdoor advertising 
c) Increased costs in regulation and enforcement in respect of the reopening of 

the markets 
d) Further review of income losses within the Neighbourhood Directorate 
 

Table 2:  Forecast Pressures on Expenditure and Income 
Financial Year Expenditure 

£m 
Income 

£m 
Total 

£m 
2020/21 116.384 69.720 186.104 
2021/22 13.078 74.247 87.325 
Gross GF Pressures 129.462 143.967 273.429 
Grant Received N/A N/A (70.310) 
Net GF Pressures N/A N/A 203.119 
HRA Costs 5.580 0.000 5.580 



Further details about movements are detailed in Appendix 1. 
13. The table provided in Appendix 1 details this financial position categorised by area 

of expenditure and loss of income. The categories of expenditure are in line with that 
required for MHCLG reporting 

14. Basis and Assumptions:  
a) Forecasts are based on decisions and emerging actions where Finance are 

sighted on these.   
b) Where estimated figures have been used these will continue to be reviewed 

and updated. 
c) Where costs were given as a range, the higher value has been used. 
d) We have assumed a duration of April through September where services 

have been closed as a result of social isolating policy from national 
government, such as leisure centres. 

 
15. A return on the latest estimates of costs and losses of income due to Covid 19 was 

submitted to MHCLG on 15 May 2020, which was based on the Strategic Cell report 
for week commencing 11 May 2020.  MHCLG asked for all authorities to submit a 
return that assumed the duration of the crisis was 4 months, whereas the reporting to 
Strategic Cell assumes a six month crisis.  On the basis of a 4 month crisis the 
Council estimated total costs in 2020/21 of £221.134m general fund and £5.580m 
HRA.  In addition the Council reported losses of business rates income due to reliefs 
announced by the Government of £165.460m (fully funded by Government Grant) 
resulting in a total impact reported of £392.174m.  This is summarised in Table 4. 

 
Table 4:  MHCLG May Return Summary – Assumes a 4 month crisis 
2020/21 Impact £m 
Additional Costs 94.484 
Income Losses 126.650 
Total General Fund Impact 221.134 
Business Rates Reliefs Funded by Government 165.460 
HRA Impact 5.580 
Total Impact Submitted to MHCLG 392.174 

 
2. Emerging Financial Risks 

  
1. The financial risks are provided in Appendix 2. The table shows a most likely impact 

of £100.197m. Financial risks have reduced by £3.302m since 22 May 2020 as a result 
of re-assessment.   

2. It must be noted that this is an emerging and evolving set of financial risks and will 
continue to be monitored and updated as there is greater visibility by Finance of 
financial decisions being made. We are also comparing with other Local Authorities to 
ensure consistency of financial reporting.  

3. We have not yet included impacts on rental income and sundry bad debt. 
4. Basis and Assumptions: 

a) Whilst all known costs and losses of income have been identified in the 
financial position above, the Council may not be able to reclaim all from 
Government.  This includes the financial impact of delays in implementing 
transformation and savings activities. 

b) The financial risks are based on estimated costs and impacts.  
c) The RAG rating is based on the perceived likelihood of MHCLG funding these 

if they occur.  
 

Business Rates Grant and Hardship Fund 
 Business Rates 



1. The Council has received £231.576m Business Rates Grant and £17.383m for 
Hardship Fund for Council Tax.  

2. This has significantly shielded our early cashflow position. 
3. As at 1 June the Council estimated that it will have made Business Rates grant payments to 

13,847 businesses, totalling £168.1m, an increase of £9.1m since the last reporting period.  
This means that around 73% of the grant has been spent. This leaves a further £63.5m of 
grant available for distribution.  See Appendix 3 for further details. 

4. The Council is now anticipating receiving a discretionary grant fund of around £11.319m to 
provide further grants to small businesses.  A formal announcement of allocations is yet to 
be made. 

5. The Government anticipate that this will be used to support small businesses with less than 
50 employees that do not have their own business rates assessment, B&Bs that pay Council 
Tax rather than business rates and some charity properties. 

6. The Council will be able to determine how to allocate the grants using its local knowledge 
within the Government’s criteria. 

7. The Government has announced funding will be provided to support BIDs.  Specific 
allocations have not yet been announced. 

 
Council Tax Support Hardship 

8. Work has begun on applying discounts to the Council Tax bills of those receiving Council 
Tax Support, with about 2000 left to be processed.  These will be paid for from the £17.383m 
Hardship Grant for Council Tax.  The latest estimate is that 45,898 discounts need to be 
applied to those in receipt of Council Tax Support, totalling £6.5m.  Subsequent reports will 
include figures for grant utilisation as the Council Tax Support caseload changes. 

 
Cashflow and Borrowing issues 

 
1. Local authorities are facing extreme uncertainty about the timing and scale of the costs they 

will need to incur, and about the timing of Government funding to support these. This creates 
cashflow deficits which, given the scale of the measures involved, could require millions of 
borrowing or financial commitments before the receipt of funding. 

2. The main source of short term borrowing for local authorities is other local authorities, some 
of whom have surplus cash available to lend. However, in the current circumstances, many 
authorities are keeping their cash close and are not lending in the normal way. As a result, 
there is currently less short term borrowing available to local authorities, including 
Birmingham. 

3. The Government has responded very helpfully in providing major COVID funding quickly, 
including the general support grant to local authorities and the funding for business support. 
This has eased the immediate cashflow pressure the City Council was facing. Continuation 
of a payment in advance system by the Government will be a major help in the coming 
months.  The Government has confirmed it will pay grants to fund the business rates 
discounts awarded to retail and nursery businesses across the city starting with a 
double payment in mid-May. It is impossible to be clear about future cashflows in current 
circumstances. 

4. A very helpful backstop would be if the Government could provide a short-term borrowing 
facility for local authorities. This could readily be done using the arrangements in place in 
the DMADF (Debt Management Account Deposit Facility) which since the 2008 banking 
crisis has been available to take short term deposits of temporarily surplus cash from local 
authorities. It should be straightforward to extend this into a short-term borrowing facility for 
local authorities. CIPFA’s Treasury Management Panel requested a DMADF borrowing 
facility in a recent meeting with HM Treasury. 

5. The existing PWLB borrowing arrangements are not suitable for this purpose, as PWLB 
loans are for a minimum of 1 year and the rates are high. This means that if an authority 
needs to borrow for only say 2 weeks to cover a temporary cash outflow, it may have to 
borrow for 12 months at high interest rates, which could cost £millions over a whole year. 
This would be a substantial profit to central government at the expense of local authorities. 

6. It is still too early to be clear about the cost of borrowing to meet COVID-19 related cashflow 
deficits for the period before they are permanently funded. Using currently known costs and 
funding, an interest cost of £2.7m over the next two years has been calculated at PWLB 
interest rates. 



 
 
Grant Funding Risks 

1. It is becoming clear that the Government may not fund everything that is currently being 
spent on Covid 19 or the losses of income being incurred. 

 
 



Appendix 1 - Financial Position - Expenditure 
 

 
 



There is also 
£1.131m of additional costs in 2019/20 



Income 
 

 
 
There is also £1.370m loss of income in 2019/20 



Analysis of Movements since 22/05/2020 
 

 
 
 



Appendix 2 
 
Financial Risks 

 



 





Appendix 3 
 

Business Grants - Payment Progress            
              

£25k grants  £10k grants  Total 

Latest estimated 
eligibility 

Paid to date* 
(cumulative) 

 Latest estimated 
eligibility 

Paid to date* 
(cumulative) 

 Paid to date* 
(cumulative) 

Grant 
Received 

Grant 
Left to 

be 
spent 

No. businesses Total £m No. businesses Total £m  No. businesses Total £m No. businesses Total £m  No. businesses Total £m  £m  £m 

              
2,224 55.600 1,973 49.325  16,691 166.910 11,874 118.740  13,847 168.065 231.576 63.511 

 



 


