PLYMOUTH CITY COUNCIL

PROPOSED REVENUE AND CAPITAL BUDGET 2026/27

I. Introduction

The Council continues to operate within a highly challenging financial environment; however,
the proposed 2026/27 budget sets out an ambitious and growth focused plan for Plymouth. It
builds on more than |5 years of sustained investment and reflects the administration’s
commitment to realising the city’s long-term economic potential. The budget is designed to
drive economic growth, raise living standards and reduce long-term demand for Council
services. Central to this approach are priorities such as job creation, skills development,
improved housing and tackling poverty, each recognised as essential to improving the health
and wellbeing of our residents.-focused plan for Plymouth.

The administration is acutely aware that the most significant challenge facing the organisation
is the continued rise in statutory service demand, set against funding levels which, although
now confirmed for the next three years, remain insufficient to match the scale of that
demand. As with many local authorities, the Council faces another year of financial risk, driven
by substantial and growing pressures in Adult Social Care, Children’s Social Care,
Homelessness services and SEND provision.

Despite these pressures, the budget does not include any reductions to critical services. It
ensures sufficient resources are in place to maintain essential citywide functions, including the
repair of potholes and the delivery of the grass cutting programme. Together, these
investments support a cleaner, safer and more attractive environment for residents,
contribute to the city’s overall quality of place and help maintain the standards expected of
core frontline services.-cutting programme.

Budget growth of £25.778m has been allocated to support statutory services, including Adult
Social Care, Children’s Social Care, Homelessness and SEND. These areas represent the core
of the Council’s statutory responsibilities and collectively account for around 72% of the total
revenue budget. This reflects the scale of demand across the system and the need to prioritise
resources where they will have the greatest impact.

It should also be noted that the net revenue budget for 2026/27 has changed significantly due
to revisions in the way certain funding streams are accounted for. Consequently, percentage
shares of the budget attributed to individual services may appear lower when compared with
previous years, even though underlying demand and expenditure pressures remain substantial.

The proposed budget incorporates the impact of the Fair Funding Review 2.0, including the
redistribution of resources arising from revised needs share calculations. In addition, the
Council has now received the long requested multiyear settlement, providing greater certainty
over the medium-term financial planning period. Further detail on the changes to the funding
landscape for 2026/27 and future years is set out within the main body of the report.

The Capital Programme section of this report sets out in detail the funding assumptions for
the next five years. Particular attention is drawn to the proportion of the Programme funded
through corporate borrowing, which continues to represent a significant component of the
overall financing strategy. The affordability of the Capital Programme has been reviewed, with
a new policy framework set through the Capital Strategy, included in this report at Appendix
9. The Capital Programme will remain under close and regular review to ensure that capital
investment decisions remain both prudent and sustainable.
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1.8.  Controlled and responsible borrowing remains a key enabler of investment in the city. It
enables the Council to unlock substantial external funding from Government and other
partners, with many major capital grant programmes requiring either match funding or a clear
demonstration of local financial commitment. Borrowing associated with the Property
Regeneration Fund (PRF) continues to generate significant economic benefits, including
increased employment opportunities, sustained business rates growth, and financial returns
that outperform standard investment benchmarks.

[.9. Borrowing is also required to deliver essential capital projects and to maintain key
Council-owned assets across the city. This includes investment in facilities such as the Life
Centre, The Box, the new Crematorium, and ongoing improvements to the highway network.
Service areas continue to develop and bring forward business cases that demonstrate a strong
financial rationale for borrowing, with projects expected to generate additional income or
deliver long-term cost reductions sufficient to meet the associated financing costs. These
cases form a critical part of ensuring that capital investment remains both justified and

affordable in the long term.

[.10. Setting the budget does not mark the end of the financial challenge; significant pressures will
continue throughout 2026/27 and beyond and delivering the agreed savings plans will be
essential to maintaining a balanced position. The Council will need to sustain its focus on
delivering savings at pace, closely monitoring performance and ensuring corrective actions are
taken where required.

[.I'l. At the same time, the organisation must continue to transform how it operates in order to
reduce costs on a sustainable basis. This includes reshaping services, modernising processes,
maximising the use of technology, and ensuring that our operating model is financially efficient
while still meeting statutory requirements. Ongoing transformation will be critical to
strengthening long-term financial resilience and ensuring that resources can continue to be
directed to priority services.

2. Section 151 Officer’s Budget Robustness Statement

Section 25 of the Local Government Act 2003 places a statutory duty on the Section |51 Officer (Service
Director for Finance) to provide, as part of the Council Tax setting process, an independent assessment of:

e the minimum level of reserves required for the General Fund, and
e the robustness of the estimates used in the budget-setting process.

The Council is legally required to have regard to this advice when determining the 2026/27 Council Tax at its
meeting on 23 February 2026.

On 10 October 2025, the Service Director for Finance received a letter from the Deputy Director for Local
Government Finance Stewardship confirming the Secretary of State’s approval of the Council’s application for
a capitalisation direction relating to the accounting treatment of a 2019/20 transaction. The approval took
immediate effect for the 2025/26 financial year. The capitalisation has now been fully applied and does not
create any further financial impact on the 2026/27 budget or future years.

My professional recommendations, made in accordance with this statutory duty, are conditional upon the
following:

a) Continued monitoring and timely response to the ongoing cost and demand pressures across all Council
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services, ensuring appropriate mitigation actions are implemented where required.

b) Approval of the updated Medium Term Financial Plan (MTFP) for 2026/27 to 2030/3 1, which provides
the financial framework required to support sustainable decision-making.

¢) Recognition within medium-term financial planning that reserves and the Council’s corporate risk
assessment require regular review. The level of reserves must provide adequate coverage for the majority of
identified risks throughout the planning period. However, it should be noted that even with prudent reserve
levels, the Council remains exposed to exceptional or unforeseen risks.

d) Strict adherence by Cabinet Members and all officers, led by the Chief Executive, to approved budget
allocations for 2026/27, together with a sustained focus on maximising income and delivering savings to
support the replenishment of usable reserves.

e) Acceptance that the use of one-off resources to support ongoing expenditure is neither sustainable nor
prudent. The Medium Term Financial Plan includes provision for replenishment of Reserves in future years.

g) Ensuring the Council has the capacity and governance arrangements to assess and secure value for money
across all services and operations, informing both the current budget and future years’ financial planning.

In providing this opinion, | must highlight that the continuing and significant increases in cost and demand
within adult social care and children’s social care remain areas of serious concern. Effective demand
management and strong financial controls in these areas are essential to safeguarding the Council’s financial
sustainability in both the short and medium term.

A significant factor influencing the financial position for 2026/27 is the ongoing cost of borrowing associated
with capital investment plus financing the DSG deficit. The Capital Strategy section of this report provides a
detailed overview of the funding assumptions and planned expenditure over the next five years.

The daffordability of the Capital Programme, alongside future funding assumptions, will be closely monitored
through the policy framework set in the Capital Strategy. In response to the sustained pressure from borrowing
costs, the Council has already taken steps to reprofile elements of the Programme to ensure it remains
financially sustainable and aligned with the authority’s overall risk management approach.

In assessing the robustness of the estimates included in the 2026/27 Budget, the Section 151 Officer has
considered a range of criteria that collectively underpin the financial integrity of the Council’s budget-setting
process. These criteria include:

e The reasonableness of the underlying budget assumptions, including demand projections, inflationary
impacts, and demographic and operational changes.

e The adequacy and appropriateness of provisions and the robustness of plans to meet known and
potential liabilities.

e The extent to which known trends and pressures have been recognised, including unavoidable cost
increases, service demand pressures, and external market conditions.

e The deliverability of changes and savings incorporated into the budget, ensuring that proposals are
realistic, achievable, and supported by clear implementation plans.

e The attainability of income targets, including fees, charges, grants and local taxation assumptions.

e The alignment of resource allocations with the Council’s service priorities and organisational aims,
ensuring consistency with approved strategies and statutory duties.

e A comprehensive assessment of major risks associated with the budget, as detailed in Appendix 3.

e The maintenance of un-earmarked reserves at an appropriate level, ensuring that the Council retains
sufficient contingency to respond to unforeseen and extraordinary events.
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e The strength of the Council’s financial management, control, and reporting arrangements, including
governance frameworks, monitoring processes and compliance with professional codes.

In forming a professional view on the robustness of the 2026/27 Budget, the Section 151 Officer has taken
account of the following:

e The 2025/26 Base Budget, including its relevance and suitability as a starting point for forward financial
planning.

e Adjustments to remove one-off funding, expenditure and savings applied in 2025/26 to ensure the
2026/27 position reflects a sustainable, recurring budget base.

e The 2025/26 in-year finance monitoring position, incorporating mitigations and necessary budget
adjustments identified through regular monitoring.

e A rigorous review of all historic and current spending patterns, examining base budgets, service
pressures, and the realism of new investment requirements. This review involved senior financial and
operational managers across the Council, supported by Cabinet consideration of a full range of income-
generation and cost-saving options.

e Monthly financial performance reviews undertaken by both Cabinet and the Corporate Management
Team, which provide continuous oversight and a sound governance framework for in-year financial
management.

e Regular reporting to the Management Scrutiny Committee, ensuring transparency and accountability in
the stewardship of the Council’s financial resources.

e Oversight by the Audit and Governance Committee, supported by internal and external auditors,
covering risk management, treasury management and the wider governance environment underpinning
the Council’s financial arrangements.

e Budget Scrutiny’s three-day review in January 2026, providing additional challenge and assurance on
the robustness and deliverability of the proposed budget.

e Quarterly Capital Programme reporting to Full Council, ensuring elected Members maintain oversight
of capital expenditure, financing and programme adjustments.

e Ongoing activity to reduce demand within social care services through prevention and innovation,
supporting future financial sustainability.

e Close joint working between Senior Officers and Cabinet to identify 2026/27 savings proposals, with
assurance that detailed and deliverable plans are in place, supported by the necessary capacity and
resources to achieve the required changes.

e |dentification of continuing cost pressures and recognition of the uncertainty arising from external
economic factors, including inflation and market conditions.

e Advice provided to Cabinet on maximising Council Tax and Adult Social Care Precept flexibilities,
recognising the financial implications of any decision not to apply the available increases. Should Council
choose not to implement the full uplift, compensatory adjustments to expenditure or savings plans will
be required to maintain a balanced budget.

e The critical importance of monitoring Council Tax collection and Business Rates income, both of which
are key determinants of the Council’s overall financial resilience.

e A review of the Council’s Working Balance and other unallocated reserves, ensuring adequate provision
for emergencies, unplanned events and financial shocks.

e Plans for the Transformation Programme, including prevention focused strategies and a revised Target
Operating Model

Financial Risks — General Observations
It is important to highlight that 2025/26 remains a highly challenging financial year, with significant

pressures to be managed in order to achieve a balanced outturn position by 31 March 2026. Quarter 3
(December 2025) monitoring is currently forecasting an overspend of £4.874m, reflecting the ongoing
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volatility across several demand-led services.

The most significant risk to the Council’s financial position continues to arise from increasing demand for
key services, most notably within Children’s Social Care, Adult Social Care, and wider statutory services,
combined with rising costs associated with delivering these services. Although additional allocations have
been built into the 2026/27 Budget to address these growing pressures, a residual level of risk remains and
will require continued close monitoring.

Service demand has increased across all directorates, the scale and persistence of these pressures mirror
the national challenges facing local government, where demographic change, market fragility and
inflationary pressures continue to drive substantial cost increases.

The in-year financial position for 2025/26 highlights significant pressures across the Council’s major
demand-led services:

The Children’s Directorate is forecasting expenditure of £97.825m, representing an overspend of £5.982m
(6.5%) against its approved budget of £91.843m. This position reflects sustained increases in demand and
the rising cost of placements, including higher numbers of supported living arrangements, new residential
and bespoke placements, continued growth in Special Educational Needs and Disability (SEND) services,
and escalating pressures within Home to School Transport and Short Breaks provision.

The Adults, Health and Communities Directorate is forecasting an overspend of £3.916m (3.3%) against
an allocated budget of £119.512m. This comprises an Adult Social Care overspend of £3.307m, driven by
increasing complexity and cost of care packages, and a Community Connections overspend of £0.609m,
reflecting continued pressures in emergency accommodation and homelessness services.

These pressures align with the national challenges facing the so-called “big four” demand-led budgets:
Adult Social Care, Children’s Social Care, Homelessness and SEND.

Local authorities across the country are experiencing similar trends, driven by demand growth, market
fragility and insufficient national funding solutions. The outcome of national SEND reforms and decisions
relating to Dedicated Schools Grant deficits remain uncertain, creating further risk to financial sustainability.
In addition, long-term stability of both the Adult Social Care and Children’s Placements markets will require
substantial reform if they are to remain viable and affordable.

The Council must deliver a balanced outturn position by 31 March 2026. Between now and year-end, both
additional overspends and further savings may materialise as forecasts continue to be refined. The current
pressures have been partially mitigated by £6.455m of corporate savings already identified and applied
during the year, though further action will be necessary. Expenditure controls and spend freezes have been
put in place for the last quarter of the year. However, it is anticipated that there will be a requirement to
drawdown on working balances at the end of the financial year to cover overspends.

To mitigate and manage the significant risks within the Council’s financial position, a comprehensive
Transformation Programme is being developed and a paper will be submitted to Cabinet in March 2026.
This programme places a strong emphasis on prevention and innovation, with the strategic aim of reducing
demand, lowering long-term costs, and reshaping the organisation into a financially sustainable authority
capable of delivering its statutory functions in the years ahead. Its success will be critical in addressing the
systemic pressures identified across key service areas.

The Council continues to maintain an ambitious Capital Programme, which in previous years has supported
the stabilisation and growth of both the Council Tax base and the Business Rates base. While the Programme
benefits from substantial external grant funding, it remains heavily dependent on prudential borrowing.
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The Council cannot afford to exceed the borrowing envelope set out within the Capital Strategy without
materially increasing pressure on reserves and/or service budgets. Even within the approved borrowing limits,
the agreed Capital Programme will require ongoing revenue budget uplifts in future years to meet financing
costs. These future commitments must be considered alongside the wider and rising demand pressures across
services, necessitating a clear and robust process of prioritisation to ensure that capital investment remains
affordable and aligned with strategic need.

A comprehensive review of the Council’s reserves and balances has been undertaken. Current levels are
assessed as being at the minimum required to provide adequate cover against identified risks, provided the
Council delivers the 2026/27 Budget as proposed. It is important to note, however, that a | % overspend
(approximately £2.5m) would reduce the Council’s General Fund Balance by over 20%, unless alternative
funding sources were identified. This highlights the sensitivity of the Council’s financial resilience to relatively
small variations in cost or income.

The Section 151 Officer has set out a full five-year Medium Term Financial Plan (MTFP) which includes a
proposed annual contribution of over £0.300m from 2027/28 onwards to support the rebuilding of
reserves and to strengthen the Council’s financial position over the medium term.

The Council’s external auditors have previously advised the Audit and Governance Committee that the
former level of General Fund reserves, around £8 million, was "insufficient to maintain financial
sustainability." The Section 151 Officer has acknowledged this, and the balance has increased over the last
three years to just under £12 million, representing progress in improving financial resilience. Nonetheless,
these reserves remain low compared with the scale of the Council’s risk exposure and demand-ed
pressures.

It is therefore essential that the Council formally reaffirms its commitment to revisiting the Reserves
Strategy, ensuring that the planned trajectory for rebuilding reserves over the next five years is delivered.
This must remain a central component of the MTFP and be monitored closely through regular financial
reporting.

Table | — Forecast Usable Reserves 2026/27 (Extract)

Brought Forward Used Carry Forward
March 2026 2026/27 March 2027

Forecast 'Usable' Reserves 2025/26

Working Balance (11.862) 4.874 (6.988)
Rate Swap (28.318) 11.200 (17.118)
Earmarked Reserves (8.624) - (8.624)
Capital Receipts Reserve (15.792) 3618 (12.174)
Total (64.596) 19.692 (44.904)

There are, however, adequate levels of usable reserves to support the proposed 2026/27 Budget, assuming
that the Council remains within the approved spending and savings envelope. Continued discipline in budget
management, coupled with the strengthening of reserves, will be critical to supporting the Council’s
medium-term financial sustainability.

The Council’s financial management and control framework is underpinned by its Financial Regulations,
which set out clear requirements for financial governance, accountability and decision-making across the
organisation. These Regulations provide a strong foundation of assurance regarding the robustness of the
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Council’s financial controls and the effectiveness of its risk, compliance and stewardship arrangements.

The Council also operates a well-established and comprehensive financial reporting framework, with regular
monitoring at Directorate, Corporate, Cabinet and Scrutiny Committee levels. Given the scale of financial
challenges faced in 2026/27 and the number of actions required to ensure delivery of the approved budget,
Cabinet will continue to receive monthly financial performance reports, enabling timely intervention where
required. In addition, quarterly Capital Programme monitoring will continue to be reported to Full Council,
ensuring continued oversight of the Council’s borrowing, investment and capital delivery commitments. The
Scrutiny Management Board will also remain sighted on the most up -to-date revenue and capital
monitoring information, providing an additional layer of governance and challenge.

Whilst the outcome of the Fair Funding redistribution is now known and incorporated into the Council’s
financial planning, and the multi-year local government settlement provides a greater degree of stability to
support more effective medium-term strategic planning, annual funding allocations remain subject to
change and therefore do not fully remove financial uncertainty. In addition, there continues to be
uncertainty regarding the timing, scope and financial implications of Local Government Reorganisation
(LGR). As the outcomes and associated impacts are currently unknown, no assumptions relating to LGR
have been included within the current Medium Term Financial Plan. The Council will need to keep this
position under close review as national policy direction develops and local arrangements become clearer.

In the context of the matters set out above, the Section |51 Officer considers the proposed 2026/27 Budget,
developed through detailed engagement and review with Directors, Officers and Members, including Cabinet

and Budget Scrutiny, to be sound, and the level of reserves to be adequate for the next financial year, subject
to a clear understanding of the following:

e The continued development of a Transformation Programme with a strong emphasis on prevention,
aimed at reducing pressure on demanded services and reshaping the organisation into a financially
sustainable authority over the longer term.-led services and reshaping the organisation into a
financially sustainable authority over the longer term.

e The current level of un-earmarked reserves is considered adequate in the circumstances, on the basis
that additional resources will be set aside when available to increase flexibility in managing the risks
identified in this report.

e Both the Revenue Budget and the Capital Programme have been formulated with explicit
consideration of key financial factors, including funding availability, identified risks and uncertainties,
inflationary pressures, demographic change and service demand.

e Savings proposals have been developed in alignment with Council priorities and have been subject to
an agreed set of impact criteria and equality assessments to ensure deliverability and fairness.

e Proposed increases to Fees and Charges will be implemented from April 2026, supporting the
achievement of income targets and the wider sustainability of the budget.

e Robust budget monitoring and scrutiny arrangements are in place, supported by appropriate
reporting mechanisms and clear action planning for any required remedial measures.

e While the budget contains several challenging targets, these have been subject to detailed review by
the Corporate Management Team and are considered, at this stage, reasonable and achievable, with
specific monitoring arrangements in place.

e Services facing externally-driven demand pressures may remain at risk of not achieving planned
savings or may experience overspends. In such cases, prioritisation at directorate level will be essential
to ensure expenditure is contained within approved budget totals.

e The Medium-Term Financial Plan identifies a further budget gap in 2027/28, and early work will be
required to develop proposals to address this position. The delivery of the 2026/27 savings
programme will therefore need to be closely monitored at Directorate, CMT and Cabinet levels
throughout the year, with new proposals progressed as they become ready.
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There is a shared and clear understanding of the statutory duties of the Council’s Chief Financial
Officer, and the implications of these duties, should they need to be exercised, are recognised by both
Members and Senior Management.

On the basis of the above and taking into account the risks and mitigations as set out, the
Section 151 Officer is able to recommend this budget to Full Council for approval.

3. Background

3.1.

3.2,

3.3.

34.

3.5.

3.6.

3.7.

This report builds on the material presented in the January Draft Budget report to Cabinet
and Budget Scrutiny and sets out the proposed Revenue and Capital Budget for consideration
by Council on 23 February 2026. At that meeting, Full Council will agree the budget for the
2026/27 financial year and determine the Council Tax rate for 2026/27.

Budget setting has been particularly challenging this year due to significant changes in the
Government’s approach to Fair Funding, the consolidation of several specific grants into core
funding, and reforms to business rates allocations. These changes come alongside continued
growth in service demand and rising costs.

The Council provides a wide range of over 300 services that touch every aspect of life in
Plymouth. These include essential functions such as household waste and recycling collections,
safeguarding vulnerable children, and maintaining libraries. The Council also plays a key role in
shaping the city’s future through planning decisions, attracting investment and creating jobs,
and supporting local businesses. In addition, it delivers leisure and cultural facilities, manages
parking, maintains roads and pavements, and cares for Plymouth’s parks and green spaces,
ensuring they remain accessible and welcoming for all residents.

The rising demand for and cost of providing services is a national issue, and Plymouth is not
unique in facing these pressures. The Council is taking a proactive approach to managing
them, with targeted action in the areas where demand is increasing most rapidly. This includes
the “big four”: Adult Social Care, Children’s placements, rising SEND (Special Educational
Needs and Disabilities) costs, where the growing budget deficit is creating additional
borrowing pressures, and increased demand for temporary accommodation linked to
Homelessness.

All Council directorates have worked collaboratively to support the budget-setting process,
with many teams adapting how they operate to meet the challenges ahead. While there is a
continued focus on supporting and strengthening the city, the scope for change is limited by
statutory responsibilities that require the delivery of essential services. These include, for
example, safeguarding and supporting vulnerable children and adults.

Despite the financial challenges, the Council remains committed to delivering the
fundamentals that matter most to residents: well-maintained roads and cleaner, greener
streets; sustainable transport options; and more homes for social rent and affordable
ownership. We are also focused on driving green investment, creating jobs, developing skills,
and improving education, while ensuring the safety and wellbeing of children, adults, and
communities. This budget builds on the Medium-Term Financial Strategy, providing a robust
framework to achieve these priorities and continue supporting Plymouth’s people and
economy.

The proposed budget allocates additional growth to demand-led directorates to protect the
most vulnerable people in the city. The key areas of focus are:
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3.9.

3.10.

3.11.

3.12.

PLYMOUTH CITY COUNCIL
Children’s Directorate: addressing pressures in Children’s Social Care placements and
SEND, where rising numbers of pupils with Education, Health and Care Plans are increasing
costs for Home-to-School Transport and adding to the Council’s financing requirements for the
DSG deficit.

Adults, Health and Communities Directorate: meeting increased demand for Adult
Social Care packages and homelessness support, including the growing use of nightly paid
temporary accommodation.

The report sets out additional budget allocations to these two Directorates totalling
£25.778m:

» Children’s Social Care and Placement costs £9.479m
» SEND Home to School Transport £2.094m
» Adult Social Care additional costs £11.175m
» Homelessness Prevention £0.797m
» Short Breaks £0.623m
» Dedicated School Grant deficit funding £1.610m

The 2026/27 budget assumes new management savings totalling £10.543m; Invest to Save
projects saving £4.333m and Cabinet savings proposals of £2.352m. Together, these total
£17.228m.

This draft budget consolidates our current priorities to address both the existing and
forecasted financial gaps, enabling Strategic Directors to implement innovative approaches to
service delivery.

A one-off Treasury Management action is being proposed to change underlying financing
arrangements for our debt and financial investment portfolios. This would provide additional
one-off revenue funding for 2026/27 of up to £9.700m; a release of £11.200m of the Interest
Rate Swap Reserve offset by additional financing costs of £1.500m.

The Council has engaged with MHCLG via the Settlement Consultation around the Fair
Funding Review. In addition, the Leader and Cabinet Members have lobbied politicians to
ensure Plymouth’s funding is both maximised and equitable.

4. Local Government Finance Settlement

4.1.

4.2.

On 17 December 2025, Alison McGovern MP, Minister of State for Local Government and
Homelessness, issued a Written Ministerial Statement to Parliament and laid before it the
Provisional Local Government Finance Settlement for 2026/27. This forms part of an
indicative multi-year settlement extending to 2028/29 and is largely based on the Fair Funding
Review (FFR), originally initiated in 2016 and revived as version 2.0 under the current
administration.

This is the first settlement in over a decade to provide indicative funding allocations for
multiple years, covering 2026/27 to 2028/29. However, the process remains annual, and
figures for future years are subject to confirmation in their respective settlements. All figures
are informed by the 2024 Autumn Budget and Spending Review, the 2025 Budget
announcements, and the Policy Statement issued on 20 November.
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4.3. This settlement represents the most significant redistribution of funding within the sector in at
least 25 years. Changes also include a full business rates baseline reset, the first since the
Business Rates Retention Scheme was introduced in 2013/14, major revisions to all Relative
Needs Formulas (RNFs), and the consolidation of numerous grants into either the Settlement
Funding Assessment or one of four consolidated grants.

Outcome for Plymouth

» The government’s measure of Core Spending Power shows an increase of £15.9m, or a
5% increase on their calculation of the 2025/26 baseline

» Of this approximately £9.2m relates to estimated Council Tax increases (3%)

» This leaves a £6.7m increase through Revenue Support Grant, Business Rates, Recovery
Grant Guarantee (Fair Funding Assessment) and new Consolidated Grants.

» To maintain the 5% increase promised to Upper Tier authorities who were in receipt of
the Recovery Grant, Plymouth will be receiving £0.525m via the ‘Recovery Grant
Guarantee’

» The increase of £15.9m quoted for 2026/27 should also be viewed against the forecast
increased budgetary requirement for statutory services including Social Care,
Homelessness and SEND of £26m.

Table 2: 2026/27 Core Spending Power - Plymouth

.

| Plymouth |
2024-25 2025-26 2026-27 2027-28 2028-29

£ millions £ millions £ millions £ millions £ millions

Fair Funding Allocation’ 0.0 0.0 161.0 164.9 168.9
of which: Baseline Funding Level 0.0 0.0 73.9 777 79.2]
of which: Revenue Support Grant” 0.0 0.0 69.1 87.2 89.7]
of which: Local Authority Better Care Grant® 0.0 0.0 16.0 - -
Legacy Funding Assessment 144.9 152.6 0.0 0.0 0.0)
of which: Legacy Business Rates * 81.3 82.5 0.0 0.0 0.0)
of which: Legacy Grant Ft.lnc.!‘r'ng5 50.7 54.2 0.0 0.0 0.0
of which: Local Authority Better Care Grant 12.9 16.0 0.0 0.0 0.0
Council tax requirement®”’ 138.8 147.9 157.1 166.9 177.3
Homelessness, Rough Sleeping and Domestic Abuse®™® 3.3 4.6 3.8 3.7 2.9
Families First Partnership'® 1.4 2.9 4.0 4.0 3.4
Total Transitional Protections'' 0.0 0.0 0.0 0.0 0.0
of which: 95% income protection 0.0 0.0 0.0 0.0 0.0)
of which: 100% income protection 0.0 0.0 0.0 0.0 0.0)
of which: Fire and Rescue Real-terms floor 0.0 0.0 0.0 0.0 0.0
Grants rolled in to Revenue Support Grant™ 21 2.5 0.0 0.0 0.0
Recovery Grant 0.0 6.6 6.6 6.6 5.6
Recovery Grant Guarantee' 0.0 0.0 0.5 0.0 0.0)
Mayoral Capacity Fund 0.0 0.0 0.0 0.0 0.0
Core Spending Power 290.4 317.2 333.0 346.1 359.9
Core Spending Power year-on-year change (£ millions) 26.7 15.9 13.0 13.8
Core Spending Power year-on-year change (%) 9.2% 2.0% 3.9% 4.0%
Core Spending Power change since 2024 (£ millions) 26.7 42.6 55.6 69,5
Core Spending Power change since 2024 (%) 9.2% 14.7% 19.1% 23.9%
Core Spending Power change since 2025 (%) 5.0% 9.1% 13.5%

4.4. There are significant changes to most of the existing elements of core funding, further details
of these changes are within the relevant sections of the report below.
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Other Settlement messages - Local Government Reform

4.5.

The settlement confirms MHCLG’s (Ministry of Housing, Communities and Local
Government) approach to distributing funding to newly established authorities. Where local
government reorganisation does not involve splitting existing authorities, the new authority
will receive all resources of its predecessor councils. In cases where an authority is divided,
local areas must agree how resources will be allocated, following MHCLG guidance and
subject to final approval. The agreed split will remain in place until the next Fair Funding
Review or similar exercise, consistent with recent practice.

Monitoring Adult Social Care Spending

4.6.

As outlined in the Fair Funding Review 2.0 consultation and policy statement, the Department
of Health and Social Care will introduce ‘notional’ adult social care funding amounts for local
authorities, setting expectations for the minimum level of spending on adult social care. While
MHCLG has confirmed this will not be a formal ringfence, it is intended as a mechanism to
maintain oversight following funding simplification and the removal of previous ringfencing.

Budget Scrutiny Review

4.7.

4.8.

4.9.

The Scrutiny Committee undertook two full days of Budget Scrutiny in January 2026,
supplemented by an additional dedicated session to ensure the Chief Executive was included
in the process.

During these sessions, the Committee focused primarily on the areas presenting the greatest
risk to the Council, including Children’s Services, Education, Adult Social Care and Health, and
Homelessness. The Committee also explored the Council’s areas of ambition and planned
growth, recognising the importance of aligning investment with long-term priorities.

The Committee’s |19 recommendations and the corresponding Cabinet responses are set out
in the Cabinet Response to Budget Scrutiny Recommendations report.

5. Budget Engagement

5.1.

5.2.

5.3.

The Council’s annual budget engagement was launched in November 2025 and ran for five
weeks. It received 336 online responses from a wide range of people. In addition, an
engagement with business representatives took place on 07 January 2026.

The Council’s Corporate Plan sets out six key priorities. The questionnaire asked
respondents to select one priority from these that the Council should focus on in the coming
year, and to also provide their level of agreement on five statements regarding managing the
Council’s budget. Respondents were also asked to what extent they agreed or disagreed with
the actions the Council is taking to address the budget pressure.

Overall, there was a good response to this engagement with some considered comments,
however it is a small proportion of the population, and the results are not representative, but
they do provide an indication of people’s priorities and level of support.

Results — Council Priorities:

5.4.

The top two priorities selected most often as those the Council should focus on over the
next 12 months:
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Working with the NHS to provide better access to health, care and dentistry (86
respondents or 26%)
Fewer potholes, cleaner, greener streets and transport (73 respondents or 22%)

Results — Managing our Budget:

5.5.

5.6.

5.7.

5.8.

5.9.

5.10.

The majority (89%) of respondents agreed or strongly agreed that ‘the Council should protect
local services where possible by delivering these in different and/or more efficient ways’.

Just under half of respondents agreed or strongly agreed that ‘the Council should help avoid
reducing or stopping services by increasing fees and charges by the rate of inflation’ (48%) and
‘the Council should avoid cutting services by following the Government’s assumption that
councils will maintain their spending power by increasing Council Tax by up to 2.99%’ (47%).

Just under half (47%) of respondents agreed or strongly agreed that ‘the Council should help
pay for rising demand for care services for elderly and vulnerable adults by accepting the 2%
precept the Government allows to be added to Council Tax for this purpose’.

41% of respondents agreed or strongly agreed that ‘the Council should help achieve the
ambition for Plymouth to become a carbon neutral city by 2030 by using ‘green’ energy
sources wherever possible’.

64.5% of respondents agreed or strongly agreed with the actions the Council is taking to
address the budget pressure. These include putting a ‘prevention first’ approach at the heart
of everything we do in order to reverse the trajectory of rising demand and secure long-term
financial sustainability.

A full report and analysis are included in Appendix 8 to this report.

Flexible Use of Capital Receipts

511.

To support the delivery of major elements within the savings plans, it is proposed that the
Council makes use of the flexibility to draw down up to £3.618m of capital receipts. These
receipts will be allocated to the relevant Directorates to enable the implementation of agreed
transformation and cost-reduction initiatives. Further detail is set out within the Flexible Use
of Capital Receipts Strategy at Appendix 7.
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Section | — Revenue Budget

6. Core Resources

6.1.  The funding framework for 2026/27 has changed significantly, making direct comparisons with
previous years and historic funding levels challenging. Key developments include the
incorporation (“roll-in”) of several major grant streams into the Revenue Support Grant
(RSG), alongside further consolidation of funding outside the RSG as part of MHCLG’s
simplification agenda.

6.2.  In addition, substantial changes to Business Rates have been confirmed, which may appear
inconsistent with prior-year assumptions. Where possible, this report will present
comparative information in a clear and accessible way to support understanding.

Table 3: Core Resources per MTFP 2026/27 to 2030/31

Post- Settlement

Multi-Year Settlement Period Estimates
MTFP 2026/27 to 2030/3 1 2026/27 2027/28 2028/29 2029/30 2030/31
Core Resources £m £m £m £m £m
Revenue Support Grant (69.133) (87.219) (89.652) (91.445) (93.274)
Local Authority Better Care Grant (15.955) - - - -
Recovery Grant Guarantee (0.525) - - - -
Council Tax (156.541) (165.300) (173.540) (182.743) (192.431)
Business Rates (75.921) (77.662) (79.229) (80.814) (82.430)
Reserves (11.200) - - - -

Total Core Resources (329.275) (330.181)  (342.421) (355.002) (368.135)

7. Fair Funding Assessment (formally Settlement Funding Assessment)

7.1.  MHCLG has published the provisional outcome of the Fair Funding Review, setting the
underlying figures for the Fair Funding Assessment (FFA), formerly known as the Settlement
Funding Assessment.

7.2.  This redistributes 2025/26 totals between the Baseline Funding Level (BFL) and Revenue
Support Grant (RSG).

7.3.  Nationally, approximately £32 billion is allocated through Fair Funding Review 2.0, rising by
around £1 billion in 2026/27 through standard BFL indexation, additional adult social care
resources, and a small uplift to RSG.

7.4. How the Fair Funding Allocation is determined:
a) Plymouth’s total funding requirement is calculated using various needs-based formulae,
resulting in a Needs Allocation of £313.Im
b) A notional level of council tax Plymouth can raise is deducted as a Resource Adjustment
of £151.2m
c) This leaves £161m to be distributed via the Fair Funding Allocation, around 0.5% of the
national total.
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Fair Funding Assessment Split

7.5.  Funding through the Fair Funding Assessment (FFA) is divided into two streams:
a) Business Rates Retention (Baseline Funding Level/BFL)
b) Revenue Support Grant (RSG), including the Local Authority Better Care Grant top-slice

7.6.  The split between BFL and RSG, along with updated top-up and tariff amounts, reflects
MHCLG'’s latest analysis of the impact of the business rates revaluation, the business rates
reset, and the introduction of new business rates multipliers.

7.7.  The table below compares the original 2025/26 figures with a revised 2025/26 baseline. Please
note that changes to the baseline do not represent additional funding; they result from rolling
in several existing grant streams. Further details on these grants are provided in the relevant
sections of this report.

Table 4: Fair Funding Assessment Comparison
Notional
Original Changeto  Revised 2026/27
2025/26 Baseline 2025/26 Provisional Increase

Fair Funding Assessment Comparison

£m £m £m £m £m
Revenue Support Grant (12.662) (55.343) (68.005) (69.133) (1.128)
Local Authority Better Care Grant (15.955) - (15.955) (15.955) -
Baseline Funding Level (Business Rates) (63.974) (7.165) (71.139) (75.921) (4.782)
Total Fair Funding Assessment (92.591) (62.508) (155.099) (161.009) (5.910)

7.8.  Each authority’s initial allocation is based on 2028/29 figures, with 45.9% assigned to the
Business Rates Baseline Funding Level (BFL) and 54.1% to Revenue Support Grant (RSG),
reflecting MHCLG’s estimate of collectible business rates in 2026/27 as a share of the overall
Fair Funding Review total.

7.9. To manage the three-year transition from 2025/26 to 2028/29, RSG will vary under the
transition scheme, while BFL remains unchanged for this purpose. Both BFL and RSG will then

grow annually through business rates indexation and additional Spending Review resources.

7.10. The table below sets out the Fair Funding Assessment across the settlement period, with
2029/30 uplifted in line with CPIl assumptions.

Table 5: Fair Funding Assessment (Multi-Year Settlement)

MTEP 2026/27 to 2030/31 2026/27 2027/28 2028/29 2029/30 2030/31
Core Resources £m £m £m £m £m
Revenue Support Grant (69.133) (87.219) (89.652) (91.445) (93.274)
Local Authority Better Care Grant (15.955) - - - -
Business Rates (75.921) (77.662) (79.229) (80.814) (82.430)
Fair Funding Assessment Total (161.009) (164.881) (168.881) (172.259) (175.704)
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Business Rates Income

7.11.

7.12.

7.13.

7.14.

For 2026/27, the business rates taxbase has been revalued, and a full reset of the Business
Rates Retention Scheme will take place. Authorities’ Business Rates Baselines will be set using
expected collections for 2026/27, based on the provisional 2026 revaluation list. This reset
incorporates £2.38 billion of business rates growth previously retained locally into national
totals, which are redistributed under Fair Funding Review 2.0. Transitional arrangements
ensure 2025/26 positions reflect estimated retained growth.

A new banded levy applies to all authorities: 10% on the first 10% growth above baseline, 30%
on the next 90%, and 45% beyond 200% of baseline. This approach increases growth
incentives for districts while limiting gains for top-up authorities.

The Business Rates Baseline Funding Level has been used as a proxy for business rates income
in Core Resource modelling for the Medium-Term Financial Plan (MTFP). Business Rates
Baseline Funding Levels are subject to a 100% safety net in 2026/27, meaning the FFA provides
a guaranteed minimum for the year, with potential for additional income from growth.

Most business rates funding previously outside the Settlement Funding Assessment, such as
compensatory grants for caps on multiplier indexation, is now included in the Fair Funding
Assessment.

Business Rates Pooling

7.15.

Due to the full reset of the Business Rates Retention Scheme and changes to levy and safety
net calculations, business rate pools were not expected to form for 2026/27, as the risks
outweighed potential benefits. The Devon Business Rates Pool submitted an application as a
precautionary measure but has since requested its designation be withdrawn following the
provisional settlement. The impact on Core Resources for 2026/27 is a reduction of over
£2.7m.

8. Council Tax

8.1.

8.2.

8.3.

The 2026/27 Provisional Local Government Finance Settlement confirms that local authorities
may increase core Council Tax by up to 2.99%, alongside an additional increase of up to 2%
for the Adult Social Care precept. These provisions have been reflected in the government’s
funding assumptions and incorporated into the Medium-Term Financial Strategy for future
financial years. Council Tax income is not affected by Fair Funding changes.

In exceptional cases, councils may apply to raise council tax further, provided residents do not
already pay above the national average.

The Council Tax Base report for 2026/27 was approved by Full Council in January 2026. The
revised tax base is 76,887 Band D equivalent properties, representing an increase of 330
compared to 2025/26. The assumed collection rate remains at 97.5%, which is considered
both realistic and prudent. Additional income from Empty Homes and Second Homes
premiums has also been factored into the tax base calculation.
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Graph |: Council Tax Base History (note decrease in 2021/22 relates to technical adjustment for Covid funding)

Change in Council Tax Base - 2017/18 to 2026/27
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