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Does this report contain exempt or confidential 
information? 

No   

 

   

In accordance with the Local Authorities (Standing Orders) (England) (Amendment) 

Regulations 2014, a recorded vote will be taken at Full Council and Cabinet on any 

vote in respect of the Council’s budget and council tax. The names of Members who 
voted for or against such a decision or abstained shall be recorded and entered into 

the minutes of the relevant meeting. A recorded vote shall also be taken on any 

proposed amendments relation to the Budget and Council Tax. 
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1 EXECUTIVE SUMMARY  

1.1 In accordance with the City Council’s Budget and Policy Framework Procedure 

Rules, within the Constitution, only the City Council is able to approve “the overall 

revenue budget, the allocations of revenue resources to Directorates, the initial 

capital programme at the commencement of each year, the level of Council Tax 

and Council Tax Support, the Prudential indicators, the Prudential borrowing limit, 

the treasury management strategy and policy” (Paragraph 4.2.i.b of Part B of the 

Constitution).  

1.2 The purpose of this report is to set out the 2025/26 Budget for the City Council 

to approve in relation to the General Fund, Housing Revenue Account, Capital 

Programme, and Treasury Management Strategy and Policy, along with the 

2026/27 medium-term financial planning context. 

1.3 This report is set against the context of the financial challenges for the City 

Council. The full range of these pressures means that the budget presented for 

the 2025/26 financial year cannot be balanced without Government support. 

1.4 The budget presented in this report is for the next four financial years. The 

intention for the 2025/26 budget, and the 2026/27 budget, is to stabilise the 

Council’s financial position and enable medium-term financial planning outlook 

to be set out. It is critical for the Council to demonstrate that it can set – and live 

within – proposed expenditure budgets over the next two years, particularly with 

regard to the delivery of the proposed new savings programme.  

1.5 The Council cannot set a lawfully balanced budget without a “minded-to” letter, 

issued in response to the Councils formal request to Ministry of Housing, 

Communities and Local Government (MHCLG) for Exceptional Financial 

Support.  

1.6 The requests for Exceptional Financial Support (EFS) have been two-fold:  

a) For permission to increase Council Tax above the Government’s current 

referendum threshold of 4.99%; and  

b) For a Capitalisation Direction, which enables the Council to treat revenue 

costs as capital costs, so the Council can use capital receipts to cover this 

cost and balance the 2025/26 budget. This was requested in order to alter 

the phasing of the budgeted envelope of £1.255bn, covering the £11m budget 
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gap in 2025/26, recognising the potential Equal Pay liabilities, recognising the 

costs of delivering redundancies in relation to savings across two financial 

years (2024/25 and 2025/26), and to retain the potential to utilise the EFS 

Contingency for items which could not be foreseen as part of the MTFP 

process (Appendix 4 refers). 

1.7 A letter from the Ministry of Housing, Communities and Local Government, 

confirming that they are “minded to” provide the EFS requested, as set out in 

paragraph 1.6 above and Appendix 4 to balance the budget, was received on 

20 February 2025, Appendix 5 refers. 

1.8 This EFS request enables the City Council to set a balanced budget for 

2025/26. A significant programme of check, challenge, and scrutiny has been 

undertaken to enable the identification of credible savings proposals for 2025/26 

and 2026/27 to improve the financial resilience of the Council, including Equality 

Impact Assessments (EIAs), where required. Delivery of these savings will need 

to involve significant and sustained work by all council officers, elected 

members and stakeholders. 

1.9 In relation to the Section 151 Officer’s Section 25 Statement, issued in 

accordance with the Local Government Act 2003, the City Council must 

demonstrate its due consideration and acknowledgement of the Statement 

(Appendix 1 refers). 

1.10 Equally, City Council must take into account in its deliberations on the 2025/26 

Budget proposals, the Budget Scrutiny Task & Finish Group’s report and 

Cabinet’s subsequent response to their recommendations (Appendix 2 refers). 

1.11 In accordance with the City Council’s Constitution alternative budget proposals 

may be proposed at this meeting of the City Council and this will require an 

alternative Council Tax Resolution to be presented on the same basis by 

10:30am on the day of the City Council meeting. 

1.12 This report is now presented by the Leader of the Council and Cabinet to City 

Council, recommending the 2025/26 General Fund Revenue budget, the 

Council Tax Requirement (i.e. Council Tax Resolution, Appendix 3) and 

Council Tax level, the 2025/26 Dedicated School Grant funding allocation, the 

2025/26 Reserves and Balances Policy, the 2025/26 to 2028/29 Capital 

Programme, and the 2025/26 Treasury Management Strategy and Policy. 
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2 COMMISSIONERS’ REVIEW 

2.1 The Council has managed to produce a balanced budget for 2025/26, but only 

with the use of exceptional financial support (EFS) and one off resources. This 

follows a 2024/25 budget gap of £225m that is being funded by asset sales 

backed by EFS. The council has been greatly assisted by a more generous 

financial settlement than originally forecast, and without that it would have been 

facing a sizable budget gap. The financial position has improved, but it is still a 

long road to financial sustainability. 

2.2 The focus of the savings is still too short-term, and efficiencies have not been 

maximised through service transformation. The progress the Council has made 

on cross-cutting and corporate savings such as corporate landlord, energy, fleet 

consolidation and companies has been too slow. The Council has also found it 

difficult to understand and articulate the capital pressures it faces and reflect 

these in a robust and funded capital programme.  

2.3 The Council has found it very difficult to produce a budget this year and has 

repeatedly failed to meet its own budget timeline with the MTFP including the 

draft budget and capital programme originally due to be considered by Cabinet 

in October 2024. Commissioners recommend that the Council evaluates and 

learns from this process as the 2026/27 MTFP will be difficult to deliver given 

the size of the budget gaps of £83m in 2026/27 increasing to £159m in 2028/29 

and capital pressures. Particular aspects that need to be improved are;   

a) Developing a genuine medium-term plan that will support the 

transformation of the council services and establish a pipeline of efficiency 

savings over a four year period. In this context work has been undertaken 

on future savings so it is disappointing that only £30m of savings are 

included in 2026/27 which is under 1% of gross expenditure and 

significantly less than the equivalent figure in last year's budget. 

b) Developing an affordable capital programme based on a good 

understanding of its asset base and robust business cases and sensible 

prioritisation, together with delivery mechanisms that constrain expenditure 

to budget.  The council needs to understand the condition of its asset base 

and future demand for capital before it can consider agreeing a robust 

capital programme. 
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c) Establishing corporate discipline to deliver the MTFP both to timescale and 

appropriate quality. This needs to be underpinned by personal 

accountability across the organisation. 

2.4 Commissioners remain concerned that the Council will struggle to fully deliver 

the planned 2025/26 and 2026/27 savings proposals not least because the 

Council still lacks the corporate capacity and capability and basic working 

practices to support such a large programme of work. The savings also carry 

significantly higher, cumulative delivery risks compared to the 2024/25 savings 

which in many cases focused on more straightforward savings, such as the 

deletion of vacant posts. This is an area that Commissioners would like to work 

closely with the Authority on.  

2.5 The risk of savings non delivery is one of many risks set out in the budget 

report. Commissioners are comfortable with the level of contingencies and 

reserves but reiterate the need for the council to pro actively manage these 

risks and not just react to the impact of the risk occurring. It is positive the 

Council remains on track to contain the financial risks within the EFS of 

£1.25bn. However, there is no doubt risks are increasing hence the Direction to 

the council to develop a further £250m of asset sales, on top of the current 

programme of £750m. This further programme will provide a contingency if 

required and if overall risks are well managed the council will not need to go 

ahead with this programme of additional asset disposals or use the receipts to 

fund the capital programme. In the meantime, Commissioners note that there is 

still c£132m of asset sales unidentified at present to meet the original target. 

2.6 Commissioners continue to be of the view that the Council must keep within the 

current EFS limit of £1.25bn. The reasons are simple. EFS is not additional 

funding for the Council, and needs to be funded by asset sales, and if that is not 

possible by borrowing. If borrowing is necessary this will need to be paid back 

with interest, with the impact being an even higher savings requirement. 

Commissioners also note that the MTFP recognises that the 2026/27 actuarial 

valuation is highly likely to financially benefit the council and has factored in 

lower employer contributions. Thus, the savings requirement is reduced in 

2026/27 and subsequent years. There is uncertainty over these figures, and it is 

possible the benefit is higher than assumed, however, given the scale of the 
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financial challenge this is not a silver bullet that will eliminate the need for 

savings in future years and certainly does not mean the 2025/26 savings can be 

reduced. 

2.7 Commissioners do recognise the hard work of finance staff over the last year. 

There are some aspects where there have been real improvements such us the 

due diligence process and prudence of planning assumptions. These 

improvements need to be consolidated and built upon. Finally, Commissioners 

again remind Budget holders that delegation to spend outside approved 

budgets does not exist and requires specific authority. Since, the S114 notice 

was first issued, it is clear that compliance is an issue in this Council and cannot 

be allowed to continue. 

Annex 

2.8 This Annex includes an extract from a letter dated 29 November 2024 from the 

Finance Commissioner to the Council Leader and Managing Director setting out 

Commissioners expectations for the 2025 MTFP and our assessment (in italics) 

of whether the Council met these requirements. 

2.9 Will be balanced by 2026/27, without the use of any one-off contributions 

Not met. Budget balanced in 2025/26 with the use of non recurring resources and 

not balanced in 2026/27 or later years. In 2025/26 non recurring resources of 

£40m (Public Health, General Fund Balance, Reserves for Social Care and 

Exceptional Financial Support in the form of Capitalisation) are being used to 

balance the budget. 

2.10 Will not require any additional exceptional financial support (EFS) outside of the 

2024/25 envelope 

Met. Though EFS required to balance 2024/5 budget. 

2.11 Will be a genuine MTFP showing the position for four years and in detail for the 

first two years 

Not met. Whilst the MTFP covers a four-year period it focuses on 2025/26 with 

only limited savings in 2026/27 and none in later years. There is also a large 

budget gap of £83m in 2025/26 that grows in later years.  

2.12 Will be based on credible and evidence-based assumptions 

Met. Improvements in savings due diligence and establishing prudent budget 

assumptions. Room for improvement re capital programme. 
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2.13 Will ensue the savings due in 2025/26 are supported by detailed and robust 

delivery plans that have been through a due diligence process 

Met. Although as set out in the report there is considerable delivery risk that 

needs to be managed. 

2.14 Will maximise efficiencies and transformation savings and the MTFP will 

support the service transformation objectives of the Council. In doing so, it 

should set out savings from many of the themes Commissioners have stressed 

since their arrival such as the consolidation and the transformation of services. 

The MTFP must articulate this improvement journey, and the Council must set 

out its approach to transformation for services both back-office and front-line 

Not met. The MTFP could and should include more efficiencies and 

transformation savings. At present it does not maximise savings from many 

themes stressed by commissioners including consolidation of services and 

energy.  
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3 RECOMMENDATIONS 

That City Council: 

3.1 Notes the Section 151 Officer’s Report under Section 25 of the Local 

Government Act 2003 (Appendix 1 refers);  

3.2 Notes Cabinet’s Response to Budget Scrutiny Task & Finish Group 

Recommendations (Appendix 2 refers);  

3.3 Approves the 2025/26 Budget Setting for General Fund Revenue Account, 

2025/26 to 2028/29 Capital Programme and 2025/26 Treasury Management 

Strategy and Policy (as presented to Cabinet on 11 February 2025) in its totality 

(Annex 1 refers); and 

3.4 Approves the formal 2025/26 Council Tax Resolution for Birmingham City 

Council, that supports the 2025/26 Budget Setting (Appendix 3 refers). 

  



 Page 10 of 20 

OFFICIAL 

4 KEY INFORMATION   

Context  

4.1 On 11 February 2025, Cabinet considered the following reports: 

a) Report under Section 25 of the Local Government Act 2003 – Appendix 1; 

b) Response to Budget Scrutiny Task and Finish Group Report – Appendix 2; 

and 

c) 2025/26 Budget Setting for General Fund Revenue Account, 2025/26 to 

2028/29 Capital Programme and 2025/26 Treasury Management Strategy 

and Policy – Annex 1. 

4.2 In relation to the Report under Section 25 of the Local Government Act 2003 by 

the Section 151 Officer, City Council should note that this draft Report is now 

superseded by the final version to be considered at this meeting (Appendix 1 

refers). 

4.3 The Council wrote to MHCLG requesting EFS on 7 February 2025 (Appendix 

4), following the 2025/26 Final Local Government Finance Settlement and 

decision on the Council Tax Referendum limit. MHCLG responded to this letter 

on 20 February 2025 to confirm the Minister is “minded to” approve the request 

subject to certain conditions as set out in the letter at Appendix 5. 

4.4 Table 1 shows the General Fund Revenue Budget for the Medium-Term 

Financial Plan covering the years 2025/26 to 2028/29; 
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Table 1 –2025/26 to 2028/29 Draft General Fund Revenue Budgets  

Note: The figures are cumulative 

4.5 As Table 1 shows, £11.0m of EFS is required to balance the 2025/26 financial 

year.  

   Proposal and Reasons for Recommendations  

4.6 That the recommendations are endorsed to consider and approve a balanced, 

and therefore lawful budget for 2025/26, following the use of the EFS and 

Council Tax increase to 7.49%.  

Other Options Considered  

4.7 During this budget process, a range of options have been considered, 

particularly with regard to the proposed savings programme. 
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5 RISK MANAGEMENT  

5.1 Creating this budget involved balancing risks, clarifying uncertainties, and 

mitigating potential impacts of volatility, these risks as set out in Appendix 1 

and Annex 1. 

5.2 Assumptions made in this report have been examined for risks and variability in 

order to mitigate impacts, as far as is practicable. Estimates of expenditure and 

income have been made on a prudent basis, informed by previous experience, 

the latest available evidence in the current financial year, market forces and 

service intelligence. An assessment of, and arrangements for, the management 

of the Council’s principal budget risks is set out in the Section 25 Statement 

(Appendix 1 refers). 
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6 CONSULTATION  

Internal 

6.1 Relevant Cabinet Members, Directors and the City Solicitor have been 

consulted in the preparation of this report and the budget for the 2025/26 

financial year. 

6.2 The savings proposals have also been scrutinised by members in detail, as laid 

out in Annex 1. 

6.3 The input from Scrutiny Committees into this budget process, and the response 

from the Council, is included in Appendix 2. 

6.4 Trade Union Consultation is underway as required by s188 of the Trade Union 

and Labour Relations (Consolidation) Act 1992, on potential redundancies, 

which it is envisaged may arise as a result of the proposed budget savings in 

this Report. This consultation sets out the proposed employee reductions that 

are anticipated following the downsizing (or in some cases ceasing) of services 

and teams. 

6.5 It is proposed to mitigate against compulsory redundancies, by agreeing a 

Targeted Voluntary Redundancy scheme with the Trade Unions. The Targeted 

Voluntary Redundancy scheme will be made available to those employees 

where it is anticipated that services will be downsized (or in some cases cease). 

Should further redundancies be required, then the Council may carry out a 

compulsory redundancy scheme, whereby each directorate will provide a 

business case outlining the posts that are affected taking into account those 

posts that have already been deleted through the Targeted Voluntary 

Redundancy scheme. 

External 

6.6 Section 65 of the Local Government Finance Act 1992 requires the Council 

each financial year to consult persons or bodies representative of business 

ratepayers about expenditure proposals.  

6.7 The Council must make available the information described in the Non-

Domestic Ratepayers (Consultation) Regulations 1992/3171, including: 
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a) Details of proposals for expenditure in the financial year to which the 

consultation relates; 

b) Estimates of expenditure in the preceding financing year; and 

c) Particulars of significant changes in the level of proposed expenditure 

between the two years. 

6.8 More than 35,000 businesses were invited to the business ratepayer meeting 

held on 23 January 2025. Of those invited, 228 businesses agreed to attend 

and over 80 attended including The Soho Road Business Improvement District 

(BID), Provident Housing and businesses from across Birmingham. Questions 

were asked about support for small businesses and questions about what 

assets the Council still own that might be in due to be sold would be released to 

the public. 

6.9 Other specific consultation exercises have and will take place where the Council 

is subject to a duty to consult, and in limited circumstances where the Council, 

although it is not subject to any duty to do so, has chosen to do so. 
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7 MEMBER ENGAGEMENT  

  Ward Councillor(s) 

7.1 Not Applicable 

  Overview and Scrutiny  

7.2 The input from Scrutiny Committees into this budget process, and the proposed 

responses from the Cabinet, have been included in Appendix 2. 

  Other  

7.3 Not Applicable 

  



 Page 16 of 20 

OFFICIAL 

8 IMPACT AND IMPLICATIONS  

Finance and Best Value 

8.1 The financial implications of the budget for the 2025/26 financial year are set 

out within the body of this report and the supporting Annexes and Appendices. 

Legal  

8.2 Local authorities are subject to statutory duties to ensure that their financial 

management is adequate and effective and that they have a sound system of 

internal control and management of financial risk. This report sets out the basis 

upon which a recommendation will be made for the adoption of a lawful budget 

and the basis for the level of the council tax for 2025/26. 

8.3 Section 25 of the Local Government Act 2003 imposes a duty on an Authority’s 

Chief Finance Officer to make a report to the Authority for it to take into account 

when it is considering its budget and funding for the forthcoming year. Members 

will find the Section 25 Report of the Section 151 Officer as Appendix 1 to this 

report. This outlines the Council’s current and anticipated financial 

circumstances, including matters relating to the General Fund budget, the HRA, 

the capital programme and borrowing and expenditure control. 

8.4 The Local Government Finance Act 1992 requires local authorities to balance 

their budget. The setting of the budget and council tax by Members involves 

their consideration of choices as to spending. No realistic options should be 

dismissed without proper consideration and Members must also consider their 

fiduciary duty to the council taxpayers of Birmingham. 

8.5 Where the Council is subject to a mandatory duty to provide a service, it would 

not be lawful to fail to discharge that duty. Where there is discretion as to how a 

discretionary power is to be exercised or as to the manner in which a mandatory 

duty is to be discharged, that discretion must be exercised reasonably. There 

will need to be appropriate consultation where the Council is subject to a duty to 

consult, as well as compliance with the public sector equality duty. 

8.6 Under the constitutional arrangements, the setting of the council budget is a 

matter for the council, having considered recommendations made by the 

Cabinet. 
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8.7 Before the final recommendations are made to the Council, the Finance 

Overview and Scrutiny Committee must have been given the opportunity to 

scrutinise these proposals and the Cabinet should take into account its 

comments when making those recommendations. 

8.8 For the 2025/26 financial year, the Council requires Exceptional Financial 

Support from Central Government to enable a balanced budget to be set.  

Equalities  

8.9 The Council must, in the exercise of its functions, have due regard to the need 

to eliminate discrimination, harassment and victimisation, and to advance 

equality of opportunity, and foster good relations, between those who share a 

relevant protected characteristic and those who do not share it (section 149 

Equality Act 2010). The Council has a duty to have due regard to the need to 

remove or minimise disadvantages, take steps to meet needs, in particular 

steps to take account of disabled persons' disabilities, and encourage people to 

participate in public life. The Council must have due regard to the need to tackle 

prejudice and promote understanding.  

8.10 After more than a decade of significant budget savings, it is difficult to make 

new savings without any impact on residents. There will inevitably be some 

impact on particular groups, including those with protected characteristics as 

defined by the Equality Act. The Council is not legally obligated to reject savings 

with negative impacts on any particular groups but must consider carefully and 

with rigour the impact of its proposals on the Public Sector Equality Duty, take a 

reasonable and proportionate view about the overall impact on particular groups 

and seek to mitigate negative impacts where possible.  

8.11 The need for an individual Equality Impact Assessments (EQIA) has been 

considered for all the budget savings proposals and where assessments are 

deemed necessary these are set out in full at: 

https://www.birmingham.gov.uk/EqualityImpactAssessments. These 

demonstrate that the Council has met its duties under the Equality Act 2010 and 

has taken account of its duties under the Child Poverty Act 2010. 

8.12 A summary corporate EIA assessment of the budget proposals was completed 

on 31 January 2025 and is attached as part of Annex 1, Appendix 12. This 

https://www.birmingham.gov.uk/EqualityImpactAssessments
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report is based on data extracted from the individual EIAs completed by 

Directorates uploaded to the Council’s SharePoint site as of February 2025. 

This document is only a summary and does not replace the individual specific 

EIAs, which decision-makers must read before making their decision. 

https://www.birmingham.gov.uk/EqualityImpactAssessments.  

Procurement  

8.13 The implementation of proposals set out in this budget report will need to be 

managed in accordance with the appropriate procurement governance 

arrangements. 

People Services 

8.14 The impact of the new savings proposals will result in staff redundancies. The 

Council will take all necessary steps to minimise the number of redundancies. 

The costs of these redundancies form part of the request for Exceptional 

Financial Support from MHCLG. 

Climate Change, Nature and Net Zero  

8.15 Any climate change, nature and net zero carbon implications arising from the 

recommendations in this report will be included in the individual and summary 

EIAs. 

Corporate Parenting  

8.16 Any implications or opportunities in relation to the Corporate Parenting 

responsibility arising from the recommendations in this report will be included in 

the individual and summary EIAs. 

Other  

8.17 There are no other implications arising from the recommendations in this report. 

https://www.birmingham.gov.uk/EqualityImpactAssessments
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9 APPENDICES 

9.1 Appendix 1 – Final Report under Section 25 of the Local Government Act 2003  

9.2 Appendix 2 – Budget Scrutiny Task and Finish Group Recommendations - 

Response  

9.3 Appendix 3 – 2025/26 Council Tax Resolution 

9.4 Appendix 4 – Exceptional Financial Support Letter to MHCLG (7 February 

2025) 

9.5 Appendix 5 – Exceptional Financial Support Letter from MHCLG (20 February 

2025) 

10 ANNEXES 

10.1 Annex 1 – 2025/26 to 2028/29 Budget Setting for General Fund Revenue 

Account, Capital Programme and 2025/26 Treasury Management Strategy and 

Policy (as presented to Cabinet on 11 February 2025) 
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11 BACKGROUND PAPERS 

11.1 As referenced in the Annexes to this report. 
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