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1  EXECUTIVE SUMMARY 

1.1 This report presents the provisional outturn for Birmingham City Council for the 
2025/26 Financial year, covering the General Fund Revenue Budget, Housing 
Revenue Account (HRA), Dedicated Schools Grant (DSG), and the Collection 
Fund. 
 

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

 
1.3 The Medium-Term Finance Plan Quarter 2 Refresh Report that was approved by 

Cabinet on 14 October 2025 set out a restated net revenue budget of £1,704m, to 
enable the correct treatment of grants that had previously been netted off within 
Directorate or Corporate budgets. 

 

1.4 The Medium-Term Finance Plan Quarter 2 Refresh Report that was approved by 
Cabinet on 14 October 2025 showed a restated net revenue budget of £1.7bn. 
There has been a further change in the net revenue budget of £0.4m following the 
notification that the Council would receive extra Public Health income. 

 

1.5 The provisional General Fund net underspend for 2025/26 is £23.6m. 
 

1.6 This net underspend is after several adjustments; some are policy decisions, some 
are accounting requirements and some are for prudent financial management and 
timing reasons. Resources received in year were £90.0m greater than 
expenditure. £66.4m is being proposed to be transferred to various reserves. 

 
1.7 At Quarter 3, a total underspend of £5.3m was forecast and reported to Cabinet, 

with plans for it to be transferred to reserves. This position assumed the use of the 
Strategic Reserve to fund £9.6m of direct costs arising from industrial action up to 
the end of September, as well as £4.4m of lost income resulting from the 
suspension of the garden waste service. In addition, a £10.0m contribution from 
the capitalisation contingency to the Strategic Reserve was planned to support 
investment capacity for urgent capital requirements. 

 
1.8 In addition to the above, the following adjustments are proposed: 
    

i. A net contribution of £57.7m to the Grants Reserve. This reflects an 
accounting requirement whereby grant income is recognised in the year it is 
received, whilst the associated expenditure will occur in future years. The 
grant must be carried forward in a reserve to be drawn down when the 
future years spend is incurred. 
 

ii. A total of £41.8m transferred to earmarked reserves (Table 8).  This is 
primarily for statutorily ring-fenced income or funding such as PCN income 
for the CAZ, bus lanes and parking and the unspent match funding for the 
Highways PFI. A further £5.4m transferred to the Corporate Carry Forward 
Reserve (table 6) to reflect the changed timing of corporate initiatives such 
as the Brindley Oracle and Equal Pay programmes where delivery will now 
continue into 2026/27.   



 

 

 
iii. £28.5m of the Strategic Reserve is being used to fund the provision for a 

potential liability relating to a regeneration scheme. This is a timing issue as 
funding has been allocated in the 2026/27 Budget and this reserve will be 
replenished next year. The liability needs to be recognised in the 2025/26 
Final Accounts. This has no impact on the net Outturn position this year as 
it is being funded from the reserve. 

 
1.9 After the above adjustments, the Council’s General Fund Revenue Budget is 

reporting a net underspend of £34.6m, against the approved Budget. The Budget 
assumed use of £11.0m Exceptional Financial Support or EFS (in effect using 
scarce capital resources) to fund this. Due to the underspend, it is recommended 
that the EFS is not utilised. This leaves an underspend of £23.6m. 
 

1.10 This movement in the underspend from £34.6m to £23.6m is comprised of: 
 

i. A £37.2m underspend across Directorates (2.6% of total budgeted 
Directorate Net Expenditure). This is after funding the Industrial costs of 
£14.0m from the Strategic Reserve. These are summarised in section 5 and 
detailed further in appendix 1a-1i. 
 

ii. A £2.6m overspend on corporately managed budgets after making a £10m 
contribution to the Strategic Reserve (as agreed by Cabinet in October 
2025). Please refer to Section 5 for more details. 

 
iii. Not utilising £11.0m of EFS. 

 

Summary of Variations £'000 

Directorate Net Expenditure (23,146) 

Use of Strategic Reserves towards Industrial Action costs (14,027) 

Directorate Net Spend: Sub-Total (37,173) 

Corporately Managed Budgets (7,412) 

Contribution to Strategic Reserve 10,000  

Net Corporately Managed Sub-Total 2,588  

Not Utilising Exceptional Financial Support (EFS) 11,014  

GF Total (Underspend)/Overspend (23,571) 

 
1.11 At the start of 2025/26, the Council held reserves balances was £926.1m, 

including money held on behalf of schools. Subject to Cabinet approval, reserves 
are projected to increase by £50.2m to £976.3m at 31 March 2026 (see Section 
7). £40.1m is budgeted use of reserves, £66.4m is other proposed contributions to 
reserves (including the grant carry forwards, transfers to earmarked and ring-
fenced reserves. The underspend of £23.6m is proposed to be transferred to the 
Strategic Reserve.  
 

1.12 There will be a contribution to DSG Reserves of £2.6m which will mean the overall 
DSG reserve will be £57.9m at 31 March 2026. 
 



 

 

1.13 Schools have drawn down (£21.2m) of their reserves and balances to cover 
statutory activities covered by the DSG. These reserves are not available for use 
by the Council. 

 
1.14 Following the above transfers the Council will have £153.8m reserves available for 

general use (General Fund Balance and Strategic Reserve).  This is deemed a 
prudent amount given the level of risk the Council is facing, the ambitious 
programme of regeneration and development for the City and the programme of 
organisational change. 
 

1.15 The remaining £822.5m (84.2%) are earmarked for specific purposes.  Further 
information on the Council’s reserves can be found in the Reserves Strategy 
approved at Cabinet in February 2026. 

 
1.16 The Collection Fund (i.e. the Council’s share of Council Tax and Business Rates 

income) is showing a net £8.3m deterioration compared to the forecast estimated 
in setting the budget. The key drivers for this year-end deficit are discussed in 
Section 8 but are largely due to: 

 
i. Council Tax: An increase in exemptions and discounts, reduction in 

income from premiums and increase in provision for doubtful debts. 
ii. Business Rates: An increase in the provision for doubtful debts.  

 
1.17 The change in the net Collection Fund outturn position will not impact on the 

General Fund until 2027/28 and will be considered as part of the 2027/28 budget 
setting process. 
 

1.18 The HRA spent £8.5m more than its income in 2025/26 due to increased capital 
investment, and repair costs. This will be funded from the brought forward balance 
on the HRA reserve of £40.2m leaving a closing balance for 2025/26 of £31.8m 
(see section 9); 

 
1.19 The DSG underspent by £2.6m.  There was an overspend on the High Needs 

Block due to additional pressures on top up funding for children with Special 
Educational Needs and Disabilities. This was offset by an underspend on the Early 
Years Block due to additional grant income of £7.6m received in March 2026. 
(Section 10 refers);  

 
1.20 The relatively positive financial position reflects the careful approach to budget 

management including the continued delivery of the savings programmes and 
management of demand. 

 



 

 

2 COMMISSIONERS’ REVIEW 
 
2.1 This section will be completed by the Commissioners and is mandatory for all 

reports. 
 

2.2 This outturn of a small underspend is a positive position for the Council and 
reflects another step forward on the journey to sound finances. There are some 
areas where further improvement is required. Although significant savings of 
£127m were delivered this is only 76% of the original target. There is room for 
improvement, and it is worth reflecting that the Council has a large programme of 
savings in the current year (£120m with carry forwards), which Commissioners 
have already highlighted have material risks of non-delivery. Savings delivery is a 
key element of the Commissioners Assurance Plan. 

 
2.3 The outturn highlights the emergence of financial pressures and risks such as the 

in-year SEN overspend and pressures on Business Rates and Council Tax 
collection. The identification of such pressures is not unusual and Commissioners 
support Council plans for early investigative work on these and other areas to seek 
to mitigate pressures as far as possible. 

 
2.4 Reserves are reviewed regularly by the Council. As part of the next review the 

reasons for the increases in earmarked reserves needs to be worked though 
alongside ensuring evidence-based expenditure plans are in place for the coming 
period. 

 
2.5 The Council has made provision for the liabilities potentially arising from a 

regeneration scheme. Once the Council has evaluated all options and found a 
solution to the financial pressure within this scheme this should be reported to 
Cabinet along with any lessons learnt.    

 
2.6 Commissioners are supportive of the work being undertaken on debt collection. 

Although the previous oracle implementation clearly has had an impact on debt 
levels and write offs, there has also been inconsistent processes and practices 
across the Council. It will take some time to work through some of the historic 
issues. 
 

 



 

 

3 RECOMMENDATIONS 

That Cabinet Approves the following to be included in the Council’s financial 

outturn: 

3.1 The decision not to utilise £11.0m of Exceptional Financial Support (EFS), in light 

of the underspend position for the year. 

3.2 The use of, and contributions to, Grant and Earmarked Reserves and Balances 

(see Section 7 and Appendix 2). 

3.3 The establishment of a provision for liabilities relating to the Regeneration Joint 

Venture, to be funded from Strategic Reserves, enabling the provision to be 

reflected in the 2025/26 Accounts. It is noted that budget provision is in place to 

repay these reserves in 2026/27. 

3.4 The drawdown of the £5.4m increase to the Carry Forward Reserve in 2026/27, as 

set out in paragraph 1.8ii. 

3.5 The budget virements made in Quarter 4 of 2025/26, arising from work to improve 

budget accuracy and ensure proper alignment within the Chart of Accounts (see 

Section 6 and Appendix 4). 

3.6 The write-off of outstanding individual debts over £25k relating to irrecoverable 

Business Rates and Sundry Debts, in accordance with the Council’s Constitution. 

Details are provided in Appendix 5, with further information available on request. 

3.7 That the Section 151 Officer be authorised to make any necessary amendments 

arising from the external audit of the 2025/26 Statement of Accounts, with any 

subsequent changes to be reported to the Audit Committee and, where 

appropriate, to Cabinet and the Finance and Resources Overview and Scrutiny 

Committee. 

That Cabinet Notes the Provisional Outturn position as follows: 

3.8 The City Council’s provisional General Fund outturn position for 2025/26, showing 
an underspend of £23.6m (see Section 5). 

3.9 The Collection Fund outturn (Council Tax, Business Rates, and Section 31 Grant 
income), which shows a deficit of £8.3m and will impact the 2027/28 budget position 
(see Section 8). 

3.10 The Council’s forecast reserves balance of £976.3m as at 31 March 2026 (see 
Section 7). 

3.11 The allocations from Specific Contingency approved by the Section 151 Officer 
under delegated authority (see paragraph 5.19 and Table 3). 

3.12 The Housing Revenue Account (HRA) overspend of £8.5m for 2025/26 (see Section 
9). 

3.13 The Dedicated Schools Grant (DSG) underspend of £2.6m (see Section 10). 
 



 

 

4 KEY INFORMATION 
 

Context 
 

4.1 This report sets out the provisional outturn for 2025/26, for the Council’s 
General Fund, Housing Revenue Account (HRA) and Dedicated Schools 
Grant (DSG), Collection Fund. 
 

Proposal and Reasons for Recommendations 
  
4.2 Cabinet is asked to note the provisional outturn for 2025/26 and to approve 

the use of, and changes to, Grant and Earmarked Reserves and Balances, 
the write-off of irrecoverable debts, and the budget virements made in 
Quarter 4.  These recommendations are necessary to ensure compliance 
with the Council’s statutory financial duties under the Local Government Act 
2003 and to meet best practice standards set out in CIPFA’s Prudential 
Code and Financial Management Code, which require local authorities to 
maintain sound financial planning, governance, and control. 
 

Other Options Considered 
 
4.3 Throughout the year, Executive Directors have actively reviewed and 

considered a range of options to manage service delivery within their 
allocated budgets. This includes implementing cost control measures, 
reviewing service models, deferring or reprioritising non-essential 
expenditure, and maximising income opportunities where appropriate. 
These options have been assessed through the Council’s established 
governance processes, including regular budget monitoring, challenge 
sessions, and Cabinet oversight. This approach is consistent with the 
Council’s duty under Section 151 of the Local Government Act 1972 to 
ensure the proper administration of its financial affairs and aligns with the 
expectations set out in CIPFA’s Financial Management Code, which 
emphasises the importance of in-year budget management, corrective 
action, and financial sustainability. 



 

 

5 GENERAL FUND REVENUE BUDGET OUTTURN FOR 2025/26 
 
5.1 The provisional Outturn for the General Fund revenue budget shows an 

underspend of £23.6m against the General Fund Net Expenditure budget, as 
shown in Table 1 below.  This is due to: 
 

5.2 £23.1m underspend across Directorates (1.6% of total budgeted Directorate 
Net Expenditure) after the recommended transfer to reserves. 

 
5.3 The use of £14.0m of Strategic Reserves to offset costs of the industrial 

Action, as approved by Cabinet 14 October 2025. This brings the Directorate 
underspend to £37.2m. 
  

5.4 £7.4m underspend on the Corporately managed budget, before the transfer 
of £10.0m transfer to Strategic Reserves from Corporate underspends which 
Cabinet agreed in October 2025 to provide some limited investment capacity 
for non-funded urgent capital items. This results in an overspend of £2.6m. 

 
5.5 The recognition of a provision of £28.5m for a potential liability relating to 

Regeneration Schemes. This has been funded from the Strategic Reserve 
and is a timing issue to enable it to be included in the Final Accounts, 
Funding has been allocated in the 2026/27 Budget and the Reserve will be 
replenished next year with that funding.  

 
5.6 It is recommended that the budgeted £11.0m of Exceptional Financial 

Support is not used due to the underspend. If this had been used, the 
underspend would be £34.6m. 



 

 

Table 1: Summary of Provisional General Fund Outturn and Movement since Quarter 3 

 

Note: The funded net budget of £1.725bn includes the use of £11.014m of Exceptional Financial Support (EFS)

Directorate

Original Base 
Budget for 

25/26

Current 
budget for 

25/26

Provisional 
Outturn for 

25/26

Variation - 
Over / 

(Under) 
spend

Variation - 
Over / 

(Under) 
spend as at 

Q3

Over / 
(Under) 
spend 

movement 
since Q3

£'000 £'000 £'000 £'000 £'000 £'000
Adult Social Care and Health 526,418 691,014 682,230 (8,784) (7,808) (976)
Children & Families 398,365 422,809 419,415 (3,393) 886 (4,280)
City Operations 247,230 242,324 251,178 8,854 13,589 (4,735)
City Housing 37,617 51,339 51,201 (138) 2,100 (2,238)
Place, Prosperity and Sustainability 16,982 11,420 (4,052) (15,472) (3,748) (11,724)
Finance 13,524 21,827 18,695 (3,131) (8,424) 5,293
HR, Organisational Development and Transformation 12,674 (6,463) (6,723) (260) 4,018 (4,278)
Strategy, Insight and Governance Directorate 14,959 16,225 15,404 (821) (159) (662)
Total Directorate Net Expenditure 1,267,769 1,450,495 1,427,348 (23,146) 454 (23,601)
Corporately Managed Budgets (225,163) 274,598 267,186 (7,412) (15,745) 8,333
Total General Fund Net Expenditure 1,042,606 1,725,093 1,694,534 (30,558) (15,291) (15,268)
Contribution to Strategic Reserve 10,000 10,000 10,000 0
Use of Strategic Reserve towards Industrial Action costs (14,027) (14,027) 0 (14,027)
Recognise Provision for Regeneration Scheme 28,500 28,500 0 28,500
Drawdown Reserve to Fund Regeneration Scheme Provision (28,500) (28,500) 0 (28,500)
Net Budget Overspend/(Underspend) 1,042,606 1,725,093 1,690,507 (34,585) (5,291) (29,295)
Exceptional Financial Support (EFS) not utilised 11,014 11,014 0 11,014
Final Net Budget Overspend/(Underspend) 1,042,606 1,725,093 1,701,521 (23,571) (5,291) (18,281)

Table 1: Summary of Provisional Outturn for the 2025/26 Financial Year



 

 

5.7 The 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. 
 
Table 2: Summary of forecast variance   

 

Directorate

Savings over-
delivery / non-

delivery

Variations 
and One-

off 
mitigations

Variation - 
Over / 

(Under) 
spend

£'000 £'000 £'000
Adult Social Care and Health 3,814 (12,598) (8,784)
Children & Families 11,200 (14,593) (3,393)
City Operations 10,837 (1,983) 8,854
City Housing 7,000 (7,138) (138)
Place, Prosperity and Sustainability 0 (15,472) (15,472)
Finance 2,886 (6,017) (3,131)
HR, Organisational Development and Transformation 1,373 (1,633) (260)
Strategy, Insight and Governance Directorate 220 (1,041) (821)
Total Directorate forecast variation 37,330 (60,475) (23,146)
Corporately Managed Budgets 3,409 (10,821) (7,412)
Contribution to Strategic Reserve 0 10,000 10,000
Use of Strategic Reserve towards Industrial Action costs 0 (14,027) (14,027)
Recognise Provision for Regeneration Scheme 0 28,500 28,500
Drawdown Reserve to Fund Regeneration Scheme Provision 0 (28,500) (28,500)
Net Budget Overspend/(Underspend) 40,739 (75,323) (34,585)
Exceptional Financial Support (EFS) not utilised 11,014 11,014
Final Net Budget Overspend/(Underspend) 40,739 (64,309) (23,571)

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



 

 

5.8 Paragraphs 5.9 to 5.19 provide key reasons for the variations above: 
 

5.9 Adult Social Care and Health – (£8.8m) net forecast underspend, a £1.0m 
improvement since Q3.  The key reasons are: 
 

a) Commissioning Division (£2.3m) underspend. This is mainly due to a 
one-off saving of (£1.4m) against the Vulnerable Adults Domestic Abuse 
contracts which is being funded by the Domestic Abuse grant in 2025/26. 
There are also further net underspends (£0.2m) against other third sector 
contracts where payments are made based on actual spend incurred. The 
remainder of the variance (£0.7m) relates to vacancies where recruitment is 
ongoing for essential posts.  

b) Older Adults, Urgent & Emergency Care Division (£6.1m) underspend.  
£5.8m 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 during 2025 and has successfully 
recruited agency staff into permanent roles. This initiative has continued in 
2026, but some vacancies remain which are proving hard to recruit.  Savings 
relating to turnover rates and efficiencies within the operational teams have 
been delivered. There is an increase in the underspend of (£1.1m) from 
Quarter 3 largely due to lower than anticipated recruitment. 

c) Learning Disabilities, Autism & Younger Adults Division £0.6m 
overspend.  Delivery of £2.6m of the Care Centre savings have been 
delayed as detailed in the report on the future use of the Care Centres which 
was presented to Cabinet in September 2025.  The report also set out the 
revised plan to deliver the savings over the next two years and the 
mitigations to ensure a balanced budget can be delivered. There was also a 
delay in delivery of the Enablement Service Saving of £1.0m.  The service 
has now closed so this will be fully realised in 2026/27. As with the Care 
Centres, for 2025/26 the mitigations are from wider Directorate underspends 
for 2025/26.   

d) Early Intervention and Prevention (£0.5m) underspend. The underspend 
mainly relates to employee budgets and a small amount of 2024/25 income 
for the Birmingham Translation and Interpreting service which has been 
accounted for in 2025/26.  

 
5.10 Children & Families (C&F) – £3.4m net underspend, a £4.3m improvement from 

Q3., including the Children’s Trust.  This improvement is largely driven by the late 
confirmed grants and contributions income (£2.1m), Reduced client related spend 
and lower recharges from other directorates (£1.3m) and lower spend on staffing 
than forecast (c£0.8m).   
 

5.11 The key reasons for the variance are: 
a) Performance and Commissioning Division – An overspend of £3.6m 

representing a favourable movement of £0.7m compared to Q3. This 
includes the non-delivery of the £8.3m planned saving where additional 
funding from the Department for Education (DfE) had been assumed to cover 
inflationary costs associated with Schools’ PFI/BSF contracts. This funding 
has been provided to some academies and to some local authorities where 
the inflationary costs were met from within DSG.  This pressure has been 
partially mitigated through reduced spend of £3.5m and increased 



 

 

contributions from schools for PFI contract activities, lower than budgeted 
insurance claims totalling £1.2m and underspends across staffing and 
supplies and services budgets.   

b) Children’s Travel Service – £2.9m overspend with a favourable movement 
of £1.1m from Q3 reported position. Savings for the Post 16 non-statutory 
transport packages review were delayed, in part due to the extended 
consultation required with the travel assistants.  These savings should be 
fully delivered in 2026/27.  Budget pressures remain within the travel 
providers budget, driven by pressures on cost due to rising fuel costs and 
increasing demand.  With the pending reforms to SEN services, it is 
anticipated there will be a spike in demand for Education, Health and Care 
Plans (EHCPs), and an associated increase in demand for home to school 
travel.  

c) Other C&F Divisions – These underspent by £9.1m largely due to £1.7m of 
unused contingency, £1.3m from vacant posts within the strategic functions. 
(which have been included as a saving for 2026/27), and lower spend on 
Supplies and services of £1.5m. The remaining underspends of £4.4m relate 
to staffing budgets across other divisions, driven by delays in recruitment to 
vacancies following service restructures and lower recharges than 
anticipated. 

d) The Birmingham Children’s Trust (BCT) – An underspend of £0.8m, 
represents 50% of the overall underspend, in line with the gainshare 
provisions set out within the contractual agreement.  In the main this is due to 
increased Prevention Grant funding in the latter part of the year, and staffing 
underspends across the Trust, which both more than offset the ongoing 
pressures from demand on fostering and social care placements.  More detail 
on the BCT financial position can be found in Appendix 1b 
 

5.12 City Operations – £8.9m net forecast overspend, a decrease of £4.7m from Q3.  
This is as a result of: 
 

a) Street Scene Division £8.6m overspend (before use of Strategic 
Reserve for Industrial Action costs) 

5.12.a.1 Waste Services were impacted by the industrial dispute and 
underachieved their income budgets by £8.3m, (Bulky Waste and 
Commercial Waste £3.9m and £4.4m for green waste)  

5.12.a.2 There were also one off and direct costs of the industrial dispute totalling 
£14.4m.  It was agreed in Q3 that the costs up to that point would be 
funded by the Strategic Reserves. 

5.12.a.3 As a result of the dispute, significant one-off response and clear up costs 
have been incurred. These included street cleansing, the extension of 
opening hours of Mobile Household Waste and Recycling Centres, 
Security costs and measures 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. 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 and 
planned savings significantly reduced for 2026/27 (as set out in the 
December 2025 Cabinet Report).  The Street Scene savings non-
delivery after mitigation was £9.7m. 



 

 

5.12.a.4 The above overspend was partially offset by managing spend in 
operational budgets. This led to £23.8m underspends, a significant 
reduction, primarily staffing related (a ‘skeleton’ BAU staff operated 
during the year), whilst the costs of clearing the waste that was generated 
during part of the year was identified to industrial action related figures 
above, along with underspends in borrowing and running costs following 
asset disposals, and increased revenue from electricity income. 

 
b) Highways and Infrastructure Division £3.6m overspend. (a movement of 

£4.0m from Q3) 
5.12.b.1 An in-year review was carried out to improve the clarity and structure of 

reporting within the directorate, including separating areas funded by 
ringfenced income with surpluses above that budgeted for now correctly 
going into a reserve to fund relevant spend in future years. This resulted 
in an £8.6m in-year pressure for 2025/26 but does not impact the budget 
in future years. This overspend was offset by £3.5m of increased income, 
mainly from off-street parking, £1.2m reduced staffing costs and 
electricity savings from street lighting and traffic signs of £0.3m. 

5.12.b.2 There are a number of other underspends across Regulation and 
Enforcement and Support and Management totalling £3.3m with 
increased income of £3.1m from the Registration Service and staff 
vacancies particularly across Trading Standards and the support and 
management functions.  The details are contained within the City 
Operations Directorate appendix. 

 
5.13 Finance Directorate - £3.1m net underspend.  This has reduced by £5.3m from 

Q3.  The key reasons are: 
   
a) Core Finance and Internal Audit underspent by £0.9m due to reduced staffing 

and consultancy costs, lower external audit costs than budgeted for  and a 
reduction in historic directorate borrowing costs.  Additional costs have been 
incurred to meet the additional costs of  bank and cash reconciliations, 
support to the debt project, and financial reporting in preparation for Brindley 
go-live. These were being met from the Brindley budget but should be 
accounted for as Finance costs. 

b) Digital Technology Services outturn is reporting a balanced position. An 
underspend of  £2.1m was forecast at Q3.  £0.9m has been used for the 
advance purchase of required laptops for 2026/27 to avoid the significant 
price increase expected in May 2026.  A further £0.6m was driven by an 
increase in third party commercial contract prices due to changes in market 
conditions.  

c) Revenues, Benefits and Rents Division outturn underspent by £1.8m. £1.0m 
relates to additional budget given to the Rent Service to replace lost HRA 
recharge income, which was not required as the service reduced costs 
accordingly.  This budget has been removed from the 2026/27 MTFP. The 
remaining £0.7m relates to vacancies.  

d) Development and commercial underspent by £2.1m, an improvement of 
£1.3m from Q3 with confirmation of £1.2m trading surplus from catering, 
cleaning and City Labs.  Traded Services also underspent by £0.6m on their 
pay and price subsidy which is no longer required and has been removed 



 

 

from future years.  There was also an increase of £0.4m in advertising gain 
share income and £0.2m staffing underspends.  

e) The Commercial and Procurement Service had £2m planned additional 
investment for the new Target Operating Model. This was approved in 
Cabinet in October 2025 with in year funding from strategic reserves.  Due to 
the overall improvement in the Finance Directorate position these costs will 
now be met from within the Directorate. Permanent funding is in place from 
2026/27. 
   

5.14 Human Resources, Organisational Development and Transformation – £0.3m 
underspend, a decrease of £4.3m from Q3.  The key reasons are: 
 

a) The Centralised Services directorate underspent by £1.4m due to  
underspends in the Digital Mail Service of £1.8m, where there were more 
external clients and the provision of print and mail services to the parking 
service that were previously outsourced. This was offset by undelivered 
savings in Contact Centre which overspent by £0.6m. 

 
The HR & OD division overspent by £1.1m which relates to costs for the facilitating 
redundancies programme and the provision of leadership training .Strategy, Insight and 
Governance– £0.8m net underspend, a decrease of £0.7m since Q3.  The main 
variations primarily related to additional income of £0.2m for Legal Services and delays 
in recruitment. 
 
5.15 Place, Prosperity & Sustainability – net underspend of £15.5m, an increase in 

the underspend of £11.7m from Q3.  The main variations include: 
 

a) An overspend of £1.4m due to the holding costs for Lancaster Circus (a former 
Central Administration Building).  A refreshed marketing approach is planned to 
support disposal in 2026/27.   

b) Commercial rent income was £9.5m higher than budgeted for (£1.8m more than 
Q3). The rent budget was reduced in 2024/25 anticipating the impact of property 
disposals to meet the capital receipts target.  To date, high value and low rental 
income properties have been prioritised . Significant progress has also been 
made to address outstanding rent reviews and lease renewals which has led to 
additional one off income from backdated rental increases.  

c) Planning Application income shortfall of £0.9m (£0.6m lower than Q3).  Planning 
income is always volatile due to the uncertain timing of large applications.  

d) General fund employee underspends of £2.4m with delays in recruitment linked 
in part to the proposed implementation of a new structure.  

e) Transportation and Connectivity £1.4m underspend including additional income, 
including from Local Land Charges before the service transfers to government.  

f) Housing Development underspent by £1.2m largely due to one-off backdated 
rental income (£0.6m)  and higher than budgeted loan interest income (£0.2m) 
from InReach.   

g) One-off energy rebate and backdated Feed in Tariff income on photo-voltaics of 
£1.1m 
 

£1.0m variation including £0.4m additional pre-application income for the Sports 

Quarter, £0.3m income from the S106/Community Infrastructure Levy management fee, 

and increased use of UKSPF grant for Business Development & Innovation costs. 



 

 

 
5.16 City Housing – net underspend £0.1m, a decrease of £2.2m from Q3. 

a) The Housing Solutions Service is delivering all but one of its £18.1m savings 
plans.  The saving of £4.3m from the planned move of Private Sector Lease 
properties to a new 10 year plus one contract has taken longer to achieve 
with delays in getting the contracts completed with the landlords.  The uptake 
of this scheme saved £0.8m, leaving a budget pressure of £3.5m 

b) The Housing Solutions Service overspent by £4m.  This is due to continued 
demand for bed and breakfast accommodation, with an average weekly 
increase in 2 per week with the number of placements in bed and breakfast 
at week 52 reaching 1,621 (compared to 1,525 at week 1). Overall temporary 
accommodation placements have increased at a rate of 4 per week, from 
5,767 at week 1 to 5,987 at week 52, compared with a budgeted reduction of 
6 per week. Delays in completing void repairs, the increase in secure 
tenancies in Perry Barr and the time taken to re-let has contributed to the 
spike for bed and breakfast placements.    

c) These pressures have been offset by holding the £2.4m of the TA Strategy 
Initiatives budget, £4.2m of New Burdens grant funding, and use of £0.8m 
corporate provision for the replacement of fire doors.   

 

5.17  Corporate Budgets £7.4m net underspend, a movement of £8.3m from Q3.  
£10m is being transferred to the Strategic Reserve as previously agreed by 
Cabinet. This leaves a net £2.6m overspend for the year. This is due to: 

 
Contingencies – in total £19.7m of the Contingencies were not required in 2025/26. 

5.18 The Contingency budget (previously known as ‘Policy Contingency’) for the 
2025/26 financial year was held centrally within the Council’s General Fund to 
cover costs of particular items. Any allocations need to be approved by the 
Section 151 Officer in consultation with the Cabinet member for Finance and 
Resources.  £19.7m of the Contingency was not used during the financial year. 

 
5.19 The following allocations in 2025/26 of Specific Contingency have been approved 

by the Section 151 Officer under delegated authority as shown below. 
 
Table 3 –Contingency allocations for the 2025/26 financial year  



 

 

 

 

 
a) Following the agreement of the 2025/26 Pay Award, £7.8m was not required.  

The first phase of the Pay and Grading review was implemented in October. 
£0.6m of the £7.5m contingency is required in 2025/26 with the remainder 
being recommended to be carried forward to meet the full year cost in 
2026/27.  

b) The £3.5m Extended Producer Responsibility Contingency has been applied 
to fund the costs of waste collection and extend the use of HWRCs,  

c) There are other underspends on the Contingency Budget of £1.9m, mainly 
relating to Community Empowerment Fund and Highways Maintenance.  

d) The Capitalisation Contingency of £30.0m is fully committed.   Cabinet 
agreed on 14 October 2025 to transfer £10.0m of this to the Strategic 
Reserve.  The remaining £20m has been utilised to fund debt repayment as 
due to the timing of capital receipts, the Council is now having to borrow to 
meet costs funded from Exceptional Financial Support (EFS).  
 

Capitalisation and Treasury Management – Underspend of £1.1m 
e) There is an underspend of £11.7m mainly relating to additional interest received 

from higher than budgeted cash balances earlier in the year (due to the asset 
sales capital receipts received in advance of capitalisation direction payments) 
and lower interest payable due to delayed borrowing. This has increased by 
£5.3m from Q3.  The council is now having to borrow to meet capitalised costs 
met with Exceptional Financial Support. 
There is a £10.6m pressure against the Other Long Term Liabilities budget. This 
is largely due to the alternate treatment of Minimum Revenue Provision (MRP) 
for PFI contracts that relied heavily on the level of in year capital expenditure. 
This has been addressed as part of the 2026/27 budget process.  

Use of Reason £000s Note

Specific Policy Contingency Inflation 4,013

 To provide funding from Inflation Contingency set 

aside for BCT providers cost increases related to 

National Insurance changes. 

Specific Policy Contingency Inflation 929

to provide City Operations Directorate with 

funding to cover Highways inflation from the 

Contingency budget set aside for that purpose

Specific Policy Contingency Pay & Grading 620

To provide funding to directorates for the 2025/26 

costs of the Pay and Grading Review

Specific Policy Contingency Apprenticeship Levy 1,447

To fund the Apprenticeship Levy that is charged to 

Directorates

Specific Policy Contingency Extended Producer Responsibility 3,500

To fund costs incurred by City Operations for the

implementation costs of collecting, managing, 

recycling and disposing of

household packaging waste.

Specific Policy Contingency Improvement and Recovery Plan 20,000

To enable the Council to undertake the plans 

required to deliver the proposed savings 

programme.  The balance of the £20m is proposed 

to be transferred to support the Improvement and 

Recovery Plan in 2026/27

Specific Policy Contingency Capitalisation Contingency 20,000 to fund debt repayment

Specific Policy Contingency Capitalisation Contingency 10,000

to fund contribution to Srategic Reserve to support 

investment capacity for urgent capital 

requirements

Specific Policy Contingency Emergency Highways Maintenance 830

to provide funding to City Operation Directorate 

for costs of maintenance of additions to the 

highways from Contingency budget set aside for 

that purpose

Total 61,338



 

 

 
Levies  – underspend of £1.0m 

f) 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. 
 

Other Variations - £14.4m overspend 
g) There is an underspend of £1.3m for pay inflation costs of agency staff.  
h) There is an underspend of £2.1m where extra budget was provided for City 

Operations that was not required; 
i) There was an overspend of £5.8m for costs of Redundancies, Pension Strain, 

and Equal Pay legal costs that could not be capitalised.  

j) An increase in the corporate Bad Debt provision required by £4.6m following a 
review of outstanding levels of debt across the Council. 

k) The Council has recognised a £28.5m provision for a potential liability relating to 
Regeneration Scheme. This is a timing issue as funding has been allocated in 
the 2026/27 Budget. The Strategic Reserve will be used to fund this in 2025/26 
so the liability can be recognised in the 2025/26 Final Accounts, and will be 
replenished from the budgeted provision for these costs in 2026/27.  

l) The Council has passported £4.0m of Children’s Social Care Prevention Grant 
funding to the Birmingham Children’s Trust.  This was to fund activities required 
as part of the grant conditions which were not known when the 2025/26 budget 
was set.  

m) There is savings non-delivery of £3.4m relating to Customer Contact 
Consolidation savings of £3.4m.  These were mitigated through staffing 
underspends across the organisation. 
 

2025/26 Savings Programme 

5.20 The Council had a savings target of £167.5m to deliver in 2025/26. £148.9m 
was approved as part of the 2025/26 general fund budget and £18.6m savings 
brought forward from 2024/25 that needed to be delivered on a recurring 
basis. 

 
5.21 Table 4 below shows the final outturn position by Directorate. At year end 76% 

(£126.7m) of savings have been delivered in year leaving a variance of 24% 
(£40.7m) which has either been mitigated through Directorate specific 
underspends or general Council wide underspends. 

 
5.22 The savings that could not be delivered or mitigated include: 
 

o £9.9m of savings relating to Street Scene and Waste services were 
impacted by the industrial dispute and the delivery of these savings were 
re-phased in the December 2025 Cabinet Report. This is reflected by 
additional pressures funding in the 2026/27 budget with full delivery 
planned for 2027/28. 

 
5.23 £24.1m of the £40.7m variance will be carried forward into 2026/27 and 

monitored for delivery in that year. This includes savings within Adult Social 
Care, where revised plans have already been approved through earlier Cabinet 
reports on Care Centres and the Reablement Service, as well as savings 
relating to Temporary Accommodation and Home to School Transport. 



 

 

 



 

 

Table 4: Savings Delivery as at Outturn 

 

Directorate
2025/26 

Target 
(£'000)

2025/26 
Actual 

(£'000)

Variance 
(£'000)

Mitigation 
(£'000)

Variance 
(£'000)

Comments

Adult Social Care & Health 46,851  43,037  3,814 (3,814) 0 
Slippage in savings #126 (review of care centre model - £2.573m); #131.2 (Review of Enablement - 
£0.966m); various other (£0.275m). All mitigated through other directorate specific underspends.

Children & Families 47,624  36,425  11,199 (11,199) 0 

£8.300m PFI related savings (#377) could not be realised but have been fully mitigated through one-off 
directorate underspends in 25/27 and removed from the budget as part of the 26/27 budget report. Slippage 
in savings #150.1 (Transport - £1.499m) and 219 (Travel/PAS Redesign - £1.400m ) have been fully mitigated 
through directorate underspends in 25/26 but are still expected to be realised in 26/27.

City Housing 18,200  11,200  7,000 (7,000) 0 
Slippage across #269 (10+ year TA leases - £3.7m); #352 (TA demand reductions - £2.4m); #353 (TA supply 
increases - £0.9m) fully mitigated through directorate underspends.

City Operations 25,877  15,040  10,837 (979) 9,858 
A number of Street Scene/Waste Services savings could not be progressed due to the ongoing industrial 
action resulting is nearly £10m slippage that is being mitigated through corporate reserves.

Finance 10,163  7,277  2,886 (2,886) 0 

Slippage in #216 (Debt Mgt - £1.823m) fully mitigated through improved debt management in Housing 
Benefits Budgets. Other slippage across #4.1 (Insource Enforcement - £413k) and #275 (DTS Staff Saving - 
£500k) have been mitigated through directorate underspends. Saving #177 (License savings from smaller 
Councils - £150k) is no longer deliverable and has been mitigated through directorate underspends in 25/26 
and withdrawn from 26/27 through the budget process.

HR, Organisational 
Development and 
Transformation

7,314  5,941  1,373 (764) 609 

Slippage in savings through voice automation ( #103 - £400k; #355 - £500k) due to change in telephony 
platform will be mitigated through a combination of directorate specific and council wide underspends. 
Savings through consolidation of client financial affairs(#217) is no longer being progressed and the £219k 
saving has been mitigated through Council wide underspends in 25/26 and removed in the 26/27 budget.

Corporately Managed Budgets 3,409 0 3,409 (3,409) 0 
Consolidation of business support targets have been reprofiled through the 26/27 budget process and a new 
approach to delivering the savings is being progressed in 26/27. The budget impact of slippage in 25/26 has 
been mitigated through general Council wide budget underspends.

Place, Prosperity & 
Sustainability

5,194  5,194 0 0 0 The directorate savings targets for 25/26 has been delivered in full.

Strategy, Insight and 
Governance

2,842  2,622 220 (220) 0 
Slippage in #387 (Legal Services Staff Savings) has been mitigated through additional income generated 
from legal traded services.

Total 167,474  126,736  40,738 (30,271) 10,467 



 

 

 

6 2025/26 GENERAL FUND BUDGET VIREMENTS 
 
6.1 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 final quarter of the 2025/26 financial year.  
There are more virements than usual due to the work to ensure that budgets 
are correctly allocated as part of the Brindley Oracle work.  Further information 
can be found in Appendix 4. 

 
7 RESERVES POSITION AT 31ST MARCH 26 
 
7.1 The Council’s reserves comprise the following: 
 

a) General Reserves and Balances  
b) Other Corporate Reserves  
c) Grant reserves  
d) Other Earmarked Reserves  
e) Schools and non-Schools DSG 

  
7.2 Use of reserves that had not been included as part of the annual budget 

process must be approved by the S151 Officer and then by Cabinet.  
  

a. The Opening Balance on Council Reserves was £926.1m. This is different to 
that reported previously as £45.3m has been moved to the Net Assets part 
of the Balane Sheet to recognise grant contributions that can only be 
recognised once the related stipulated conditions have been satisfied. 
These are still available to the Council, but accounting recognition will be 
after they are spent in line with their conditions. The available amount of 
general reserves and balances that are available for use is summarised in 
Table 5. 
 

b. In addition, the accounting treatment for Penalty Charge Notices has been 
amended and collectible outstanding PCNs are now being recognised on the 
Balance Sheet. This is not new monies for the Council as these were always 
due to the Council, they are now being recognised on the Balance Sheet 
earlier when due rather than when collected. 
 

c. At the February 2026 meeting, as part of the review of Reserves in the 
Budget Report, Cabinet also approved a minor reallocation from several 
reserves into the Strategic Reserve. 



 

 

Table 5 – Summary of Proposed Reserves as at 31 March 2026 

  

The General Fund Reserves have moved in the 2025/26 financial year as a result of:  
 

a. Budgeted net use of reserves (column C)  These were approved as part of the 

2025/26 budget setting process and reflect planned use of reserves in line with the 

Reserves policy (e.g. timing differences between income and expenditure, planned 

expenditure, cyclical maintenance).   

b. Approved use of Reserves during the financial year: (Column D) . In October 
2025 Cabinet approved use of £9.6m strategic reserves to fund the costs of 
industrial action with a further £4.4m to fund the loss of Green Waste Income. 
This was alongside a contribution of £10m from unused Capitalisation 
Contingency. The Other Corporate reserves were to be increased by  £10.3m to 
carry forward budgets of multi year projects to reflect that spend will be incurred 
in the next financial year – these were £3.0m for the Oracle programme;  £0.4m 
for the Equal Pay Programme, and £6.9m for Pay and Grading costs). 
  

Further uses and contributions to reserves are proposed at Outturn (Column E) of 
£60.5m – see  Tables 7-10 below.  Further details are also provided in Appendix 2.  
Corporate Reserves decrease of £20.4m, as follows (mainly temporary use of Strategic 

Reserve related to potential liability before it is replenished in 2026/27) 

Table 6: Contributions to Corporate Reserves  and Balances 

A B C D E F G

Balance as at 
31st March 
2025

Reallocations 
approved by 
Cabinet in 
Budget Setting

Budgeted 
(Use)/Contri
butions

 
(Use)/Contrib
utions 
approved by 
Cabinet

Further 
proposed 
(Use)/Contr
ibutions

Transfer of 
Year end 
Underspe
nd

Proposed 
balance 
as at 31st 
March 
2026

£'000s £'000s £'000s £'000s £'000s £'000s £'000s
Corporate General Fund Balance 57,546 0 (5,416) 0 0 0 52,130 
Strategic Reserve 119,689 2,560 (11,630) (4,027) (28,500) 23,571 101,663 
General Reserves and Balances 177,235 2,560 (17,046) (4,027) (28,500) 23,571 153,793 
Other Corporate Reserves 97,804 (84) 8,616 10,280 8,054 0 124,669 
Sub total Corporate Reserves and Balances 275,039 2,475 (8,430) 6,253 (20,446) 23,571 278,462 
Grant 344,209 (2,095) (28,067) 0 57,744 0 371,791 
Earmarked 160,911 (380) (3,602) 0 41,769 0 198,698 
Sub total Directorate Reserves 505,120 (2,475) (31,669) 0 99,513 0 570,489 
Schools 90,694 0 0 0 (21,245) 0 69,449 
Non Schools DSG 55,254 0 0 0 2,635 0 57,890 
Subtotal Schools and Non Schools DSG 145,948 0 0 0 (18,610) 0 127,339 

Grand total 926,106 0 (40,099) 6,253 60,457 23,571 976,290 

Reserves



 

 

 

 Grant Reserves increased by £57.7m as follows: 
 

Table 7: Major contributions to/uses of Grant Reserves  

 

 

Type of Reserve Reserve Name Reason for use/contribution

(Use)/ 

Contributio

n

£000s

General Reserves 

and Balances
Strategic Reserve

To fund the provision for the potential liability relating 

to Regeneration Scheme. This is a timing issue as 

funding has been allocated in the 2026/27 Budget 

and this reserve will be replenished next year.

(28,500)

Other Corp Reserves Insurance
An annual contribution to build up sufficient reserve 

to provde future cover for claims.
897 

Other Corp Reserves Cyclical maintenance reserve -LoB
Use to fund maintanence expenditure in line with 

purpose of reserve
(407)

Other Corp Reserves Business Rates S31 Grant Income
Proposed use of Reserve to be repaid by General 

Fund in future years (288)

Other Corp Reserves Carry Forward Reserve
Carry forward of multi-year Brindley programme 

project budget to fund costs in 2026/27
3,506 

Other Corp Reserves Carry Forward Reserve
Carry forward of resources to provide Finance 

support in preparation for Brindley go-live
450 

Other Corp Reserves Carry Forward Reserve
Carry forward of multi-year Equal Pay programme 

project budget to fund costs in 2026/27
1,427 

Other Corp Reserves
FIFA Women's World Cup 2035 

Reserve

Resources from Dividends to Reserve as planned in 

Cabinet Report approved 20 October 2025
1,222 

Other Corp Reserves Improvement Plan Reserve
One off intitiatives that are carrying forward into 

2026/27
1,246 

Corporate Total (20,446)

Directorate Reserve Name Reason for use/contribution

(Use)/ 

Contributio

n

£000s

Adult Social Care Better Care Fund - Carry Forward

Net Contribution to reserves to fund further Better Care Fund 

(BCF) related activities in 26-27 as per the BCF plans with 

Bsol ICB.

6,697 

Adult Social Care Asylum Dispersals

Net contribution to reserves required to fund various projects in 

26-27 and onwards. The Asylum dispersal Grant is agreed by 

government on an annual basis only

3,496 

Adult Social Care
Rev Grant Lifelong Learning 
(Education & Skills Funding Agency)

Net contribution for major repairs to some of the Adult 
Education Centre's such as roof and boiler repairs. 
Procurement for some of the works is underway. 3,069

Adult Social Care Public Health
Budgeted use of reserves was not required due to delayed 

projects and lower costs
7,298 

City Operations Highways PFI Grant Reserve
Transfer to ring-fenced highways PFI reserve to provide for 

future spend
20,132 

City Operations Pride in Place
Transfer to reserves to enable spend in future years for 

purpose of grant.
3,300 

Place, Prosperity & 

Sustainability
Community Infrastructure Levy (CIL) Net contributions received for future use 5,005 

Place, Prosperity & 

Sustainability
CRSTS Capacity Fund Grant received in advance 3,482 

Various Other Grant Reserves Net Contributions across various grants 5,266
Total 57,744



 

 

Earmarked Reserves increase by a net £41.8m as follows: 

 
Table 8: Major contributions to/uses of Earmarked Reserves  

 

Net use of Schools Reserves (£21.2m).  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. 
  
Net contribution to DSG Reserves of £2.6m.  Further details are available in Section 10 
of this report. 
  
Net General Fund underspend (£23.6m) for the year is proposed to be transferred to the 
Strategic Reserve.

Directorate Reserve Name Reason for use/contribution

(Use)/ 

Contributio

n

£000s

Children & Families School Improvement Grant Transfer to reserves to be spent in 26/27 (DSG) 3,137 

City Operations Highways Initiatives Transfer to reserves as required by legislation 8,293 

City Operations
Bus Lane Enforcement Equipment 

Renewal (TVV)/Ring-fenced Income
Transfer from reserve to cover in year expenditure. (2,431)

City Operations Selective Licensing Scheme Transfer from reserves (6,622)

City Operations NRSW Permits Transferred to Reserves as required by legislation 1,932 

City Operations
Penalty Charge Notice (PCN) 

Adjustment Reserve - BLE
PCN income to be used in the future in line with legislation 2,592 

City Operations
Penalty Charge Notice (PCN) 

Adjustment Reserve - CPN
PCN income to be used in the future in line with legislation 3,740 

Finance Housing Benefit Subsidy Reserve

This reserve has been set aside to safeguard against 

unexpected subsidy losses. The caseloads are very dynamic 

and although the team has vast experience and procedures in 

place to reduce risk losses are inevitable. The HB subsidy 

claim is now in excess of £730m in 25/26

2,859 

Place, Prosperity & 

Sustainability
CAZ Projects

CAZ funds set aside to be used in the future for specific 

purposes
10,022 

Place, Prosperity & 

Sustainability

CAZ Decommissoning/Operational 

Compliance

CAZ funds set aside to be used in the future for specific 

purposes
2,000 

Place, Prosperity & 

Sustainability

Penalty Charge Notice (PCN) 

Adjustment Reserve-CAZ
PCN income to be used in the future in line with legislation 15,080 

Various Other Earmarked Reserves Net Contributions 1,167 

Total 41,769



 

 

8 COLLECTION FUND OUTTURN FOR 2025/26 
 
8.1 This 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 precepting authorities. 
 

8.2 For 2025/26, the Council’s share of the Collection Fund is showing a 
deterioration of £8.3m compared to the forecast (0.7% of the budgeted 
Collection Fund and Section 31 Grant income) as shown in paragraph 8.3. This 
will be included as a pressure in the 2027/28 budget.  The deficit is due to: 

 
a) Council Tax £5.3m of which the Council’s share is £4.6m.  This was due 

toa £4.5m increase in exemptions and discounts, a reduction in Empty and 
Second Homes Premiums of £1.1m and a £1.4m increase in Bad Debt 
provision required, partially offset by £1.4m in growth in the Council Tax 
base. 
 

b) Business Rates £4.3m, of which the Council’s share is £4.2m.   Although 
there was a £6.3m improvement in gross rates receivable and appeals; an 
increase of £6.7m in the provision for doubtful debt and £3.9m from 
changes in the amount due to Designated Areas, led to the deficit. 

 
c) Section 31 grants improvement of £0.5m. The Council receives Section 31 

grants to compensate the Council for business rates decisions taken by 
central government, such as reliefs to small businesses. 

 
8.3 The tables below set out the Council’s share and that of West Midlands Fire 

and Rescue Authority and the West Midlands Police and Crime Commissioner. 
 

Table 4 – Council Tax Outturn for the 2025/26 financial year 

 

 

 

 

 

 

 

 

Forecast 

(Surplus)

/Deficit

Outturn Variance

£'000s £'000s £'000s

Council 3,169 7,747 4,579 

Police & Crime Commissioner 376 926 551 

Fire & Rescue Authority 131 323 192 

Total (Surplus)/Deficit 3,676 8,997 5,321 



 

 

Table 5 – Business Rates Outturn for the 2025/26 financial year  

 
 

8.4 Further details on the Collection Fund deficit are included in Appendix 3.   

Table 10 Forecast Outturn
(Improvement)/ 

Decline

£'000s £'000s £'000s

Central Government (16) (16) 0

Fire (1%) 63 105 43

BCC (99%) 6,219 10,456 4,237

Total (Surplus)/Deficit 6,265 10,545 4,280



 

 

9 HOUSING REVENUE ACCOUT (HRA)  

9.1 The outturn for the HRA shows an in-year deficit of £8.5m which will be funded 
from the HRA Revenue Reserve.  The major pressures on the HRA budget are 
the costs associated with the high level of disrepair and litigation claims, which 
is being tackled in the long term through high levels of capital investment in 
improving housing conditions. The asset rationalisation initiatives have not 
created the savings in repairs targeted, and this, along with HRA funding its 
portion of the Brindley and Equal Pay programme have added to the 
overspend. These are in part mitigated within the ringfenced funds by 
underspends against financing budgets due to use of capital receipts, reduced 
doubtful debt cover required, due to successful in year income collection rates, 
and increased income due to interest. 

 
9.2 This is summarised in the table below. 

   
Table 8: Housing Revenue Account Outturn  

Summary table: Housing 
Revenue Account 
Directorate 

Current 
budget 25/26            
£m 

Actual 
Outturn   
25/26   £m 

Variation - 
Over/   
(Under) 
spend   £m 

Forecast Q3      
25/26 (Q3)   
£m 

Revenue Repairs  113.4 108.1 (5.3) 118.5 

Management  98.6 111.2 12.7 101.6 

Financing  128.2 132.1 4.0 125.6 

Bad Debt  2.6 1.7 (0.9) 1.8 

Capital Financing  59.7 63.2 3.4 57.9 

Capital Programme Funding  65.9 67.3 1.4 65.9 

Income  (340.1) (343.0) (2.9) (340.6) 
Rental Income  (332.8) (333.0) (0.3) (333.3) 
Non-Rental Income  (7.4) (10.0) (2.6) (7.3) 

           

Total Directorate  0.0 8.5 8.5 5.0 

 

Variances 

The main variations are as follows: 

9.3 Disrepair and litigation costs have remained high this year, with anticipated 
future reductions through the improved stock condition as the stock 
improvement programme continues to invest heavily in housing conditions.  
The focus on replacing, not just repairing, has allowed costs to be capitalised, 
and along with lower-than-expected damp and mould costs, and effective 
contract management have created an underspend against our repairs spend 
of £5.3m. 

 



 

 

9.4 The Management function includes an overspend against recharges of £4.0m, 
relating to the HRA share of Oracle and Equal Pay programme costs, this has 
been added to the budget for 2026/27 but is anticipated to be removed in future 
years due to programme completing. An overspend of £0.9m pension strain 
after Housing Management & Estates redesign, Savings non delivery of Asset 
Rationalisation £1.5m, unbudgeted decentralised Business Support costs 
£1.5m and a general increase in operational cost across the divisions of £4.8m. 
 

9.5 The Bad debt provision top up was lower than budgeted due to successful 
collection performance and has delivered £0.9m more than its savings target. 
 

9.6 Interest cost of borrowing against the budget created an overspend of £3.4m. 
Borrowing rates remained relatively high during the year, in line with gilt yields, 
even as the Bank of England continued to cut Bank Rate as inflation came 
down. Gilt yields remained volatile during the year due to the uncertain 
economic outlook particularly around the impact of UK government policy on 
UK growth. 
 

9.7 Rental income is £0.3m higher than budgeted due to the impact of improved 
collection rates. Leaseholder charges recovered c.£1m above the budgeted 
level, and notional interest on balances held was £1.6m more than budgeted. 
 

Savings on HRA funded resources 

Ref Title 

Finance 
RAG 
2025/26 

2025/26 
Target 
(£m) 

2025/26 
Forecast 
Q3 (£m) 

2025/26 
Actual 
(£m) 

2025/26 
Over/(Under) 
Delivery 
(£m) 

HRA1 

Asset Rationalisation – 
Investment or disposal of 
long-term voids, property 
acquisitions, transfer of 
GF and HRA assets to 
most suitable account   2.00 1.50 0.00 -2.00 

HRA2 Vacancy Factor @5%   1.79 2.00 2.00 0.21 

HRA4 

Housing Management 
Redesign   2.05 2.05 2.05 0.00 

HRA5 

Debt Management – 
Rent team 
improvements, S20 
leaseholder processes   2.60 2.90 2.90 0.30 

HRA6 

Strategy & Enabling 
Redesign   0.35 0.35 0.35 0.00 

Total 8.79 8.80 7.30 -1.49 

 



 

 

9.8 The HRA saving position at outturn £7.30m producing non delivery of £2.00m. 
A one-off mitigation in 25/26 of £0.51m (Vacancy Factor & Debt Management), 
to offset the non-delivery will leave a savings pressure of £1.49m which relates 
to part of the overall revenue deficit for the HRA. The Asset Rationalisation 
programme is underway in 25/26 the expected saving hasn’t materialised due 
to length of time taken to complete the acquisition/disposal/transfers and a 
slight elevation in the void rate contributing to a longer time for disposal of 
properties. The assets are expected in 26/27 to be sold and transferred during 
the year. 
 

Reserves 

Balance as at 

31.3.26 
Reserve Name Reason for (Use)/Contribution 

(Use)/ 

Contribution 

£000s     £000s 

7,205 

Major Repairs Reserve Depreciation charge 2025/26 67,264  

Major Repairs Reserve 
Drawdown of reserve to fund 

2025/26 costs 
(73,587) 

31,760 Housing Revenue Account  
Drawdown of reserve to fund 

2025/26 additional costs 
(8,467) 

38,965 Directorate Total   (14,790) 

 



 

 

10 DEDICATED SCHOOLS GRANT (DSG)  

10.1 The DSG outturn for 2025/26 is £832.7m.  The in-year underspend of £2.6m 
leaves an overall DSG reserve at 31 March 2026 of £57.9m. The DSG is made up 
of the four blocks as below: 

Table 9: DSG Balances and 2025/26 Outturn 

  
DSG 

Brought 
forward 

Budget 2025/26 
Outturn 
2025/26 

Variance 
2025/26 

 DSG 
Carried 
Forward 

  £’000 £’000 £’000 £’000 £’000 

Schools Block 2,577  376,150  374,207  (1,943) 4,520 

Central Schools 
Services Block 

1,298  9,054  8,676  (0,378)  1,676  

High Needs 
Block 

42,582  267,762 274,039 6,277 36,305 

Early Years 
Block 

8,796  182,370  175,778  (6,592) 15,388  

Total 55,253  835,336 832,700 (2,636) 57,889  

 

Schools Block 

10.2 The Schools’ Block underspend is £4.5m, which will be carried into 2026/27 
through the ringfenced DSG reserve. Schools Forum agreed to use £2.3m of 
schools block DSG reserve to support the national funding formula allocations for 
2025-26.  

 
 

High Needs Block  

10.3 Funding for the High Needs Block (HNB) is based on historic demand and cost 
levels; but inflation, market forces and increases in EHCPs are driving the need for 
increased specialist placements and higher top up payments year on year.  BCC 
has a high level of DSG reserve for High Needs, which can fund this overspend for 
2025/26, and for next year, but without internal policy or external funding changes, 
the High Needs Block will be in deficit by 2027/28.   SEND reforms will create 
proposals to tackle this national problem, but the impact from any implementation 
may take time.  Birmingham is working closely with national and regional partners 
to manage the issue over the short to medium term. 
  

10.4 The breakdown of the variances and mitigations, making a net £6.3m overspend, 
is: 

• SEND top-up funding in Mainstream schools and academies was 
overspent £12m 

• SEND top-up funding in Independent schools and schools in other local 
authorities was overspent £3m 

• SEND top-up funding in mainstream schools with Resource Bases was 
overspent by £1m 

• SEND top-up funding in Special schools was underspent by £5m 



 

 

• Cost of business support was £1.5 m underspent due to staff recruitment 
issues during the year. 

• Contingency budget of £1.1m was unused 

• There were minor underspends across various budgets such as, Speech 
and Language Therapy (, Early Years Inclusion, Access to Education and 
additional income for pupil exclusions. 
  

 
Early Years Block 

10.5 There was an in-year underspend of £6.6m due to forward allocation of demand 
growth within the grant of £7.6m. The overall surplus balance of £15.4m will be 
reviewed and a report presented to school’s forum later in the year to outline 
options for allocating this to Early Years 



 

 

11 WRITE OFFS – IRRECOVERABLE COUNCIL TAX, BUSINESS RATES, 
HOUSING BENEFIT, RENTS, TEMPORARY ACCOMMODATION CHARGES 
AND SUNDRY DEBTS 
  

11.1. Each Quarter, the Council reviews existing debts from Council Tax, 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 fact they are unlikely to be 
recovered. The write off process is: 
 

a) Debts under £10k - approval from the Deputy Section 151 Officer; 
b) Debts between £10k and £25k - approval is sought from the Executive 

Director Finance and Section 151 Officer; 
c) Over than £25k - Cabinet approval 

 
11.2. The schedule at Appendix 5 summarises debts recommended to Cabinet for write-

off of over £0.025m for Quarter Four of the 2025/26 financial year. These include 
£10.451m for Business Rates and £1.380m for Sundry Debts. 
 

11.3. The schedule at Appendix 5, also summarises debts that were written off within 
Officer delegated financial limits as above. This is for information.  



  
 

 

12 IMPACT AND IMPLICATIONS 
 

Finance 

12.1. The detailed financial implications have been covered throughout the report. 
 

Legal  

12.2. A local authority is required under the Local Government Finance Act 1992 to 
produce a balanced budget. 

 

Equalities  

12.3. There are no specific equalities implications arising from this report. Any equalities 
implications will be identified as specific budgets are developed. 

 

Procurement  

12.4. 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 

12.5. 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  

12.6. 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  

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

 



  
 

 

13 RISK MANAGEMENT 
 
13.1 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. 

 
14 CONSULTATION 
 
14.1 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.  

15 MEMBER ENGAGEMENT 

Overview and Scrutiny 

15.1 Overview and Scrutiny have been engaged as part of the 2025/26 
monitoring process, and as such this report will be considered in future 
Overview & Scrutiny meetings. 

16 APPENDICES 

16.1 Appendix 1: Directorate Summaries 
16.2 Appendix 2 - Recommended Reserves movements 
16.3 Appendix 3 – Collection Fund Outturn for 2025/26 
16.4 Appendix 4 - Virements Summary by Directorate and Virements by 

Directorate – details 
16.5 Appendix 5 – Quarter 4 Write offs to be noted / approved 

17 BACKGROUND PAPERS 

17.1 City Council Financial Plan 2025/26 approved at Council 4 March 2025 
17.2 Quarter One Financial Monitoring Report approved by Cabinet 22 July 

2025 
17.3 Quarter Two Financial Monitoring Report approved by Cabinet 14 October 

2025 
17.4 Quarter Three Financial Monitoring Report approved by Cabinet 20 

January 2026 
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