
 

 

Appendix 1 - The Medium Term Financial Strategy 2025/26 – 2027/28 
 

1. Background 
 

1.1. This Medium Term Financial Strategy (MTFS) pulls together in one place all known 
factors affecting the financial position and financial sustainability of Reading Borough 
Council over the medium term. The MTFS balances the financial implications of 
objectives and policies against constraints in resources and provides the basis for 
decision making. 
 

1.2. The MTFS is central to the delivery of our priorities in an affordable and sustainable 
way over a 3-year period. It aids robust and methodical planning as it forecasts the 
Council’s financial position, taking into account known pressures and major issues 
affecting the Council’s finances. The MTFS recognises the key role that financial 
resources play in the future delivery of outcomes and in enabling the effective planning, 
management and delivery of services. 
 

1.3. The key overriding aim of the MTFS is to provide a financial framework within which 
financial stability can be achieved and sustained in the medium term to deliver the 
Council’s key strategic priorities. 
 

1.4. This updated MTFS has been developed to reflect the changing landscape in which 
Councils are now operating. The UK economy, as with many others around the world, 
is now heavily impacted by the cost of living crisis. This has had a knock-on impact on 
Council budgets, due to increased unit costs, service demand increasing and reduced 
levels of income. 
 

2. The Current Economic and Financial Environment  
 
2.1 The Council’s future financial position, the demand for services and ability to recover 

previous and/or generate new income streams is significantly affected by the wider 
economic, political and financial environment. The following paragraphs set out some 
of the more significant factors: 
 
Coronavirus (Covid-19) Pandemic 
 

2.2 In May 2023, the World Health Organisation declared an end to the Global Health 
Emergency issued ahead of the Covid-19 Pandemic more than three years prior. The 
social and economic consequences of the pandemic continue to impact on local 
government income. Changes to the public’s shopping, lifestyle and working 
behaviours have led to reductions in income in services such as parking and planning, 
with continued uncertainty around the potential for full recovery. Additionally, services 
such as Adult Social Care have experienced increases in demand for services e.g. due 
to people waiting longer for health interventions due to waiting lists etc. 
 
Cost of Living Crisis 
 

2.3 Since late 2021, the UK has been experiencing what is referred to as a “cost of living 
crisis”, whereby the cost of everyday essentials like energy and food are rising much 
faster than average household incomes.  
 

2.4 The increase in inflation underpinning the crisis was caused by the combined impact 
of multiple national and global events:  

 
• Brexit - Slowed economic growth and caused delays at the borders for traded 

goods due to new import and export rules;  



 

 

• The Covid-19 Pandemic - Led to disruption of working practices and global 
supply chains, whilst surging demands for goods were experienced post-
lockdown which also contributed to rising prices;  

 
• The Russia-Ukraine Conflict - Led to energy price rises and global food 

shortages.  
 

2.5 In addition, in an attempt to control inflation, the Bank of England gradually increased 
bank rate up to 5.25%. This has now reduced to 4.50%, however, these increases 
have impacted on borrowers and mortgage holders by reducing their levels of 
disposable income.  
 

2.6 The resulting pressures are impacting on the Council directly through increased costs 
but also through increased service demand. For example, pressures on the rental and 
private housing markets are putting more individuals at risk of homelessness, with the 
number of households living in temporary accommodation in England at an all-time 
high.  
 
Inflation Expectations 
 

2.7 Inflationary pressures on the Council’s employee and contractor costs represent a 
significant annual pressure that needs to be funded. Equally, inflation rates impact on 
fees and charges, Council Tax capping levels and business rates income through the 
nationally set Non-Domestic Rates Multiplier.  
 

2.8 The annual inflation rate in the United Kingdom as measured by the Consumer Price 
Index (CPI) stands at 2.5% as at December 2024, down from 4.0% in December 2023. 
The Consumer Price Index including owner occupiers' housing cost (CPIH) stands at 
3.5% as at December 2024, down from 4.2% in December 2023.  
 

2.9 Inflation climbed steadily from February 2021 until its peak of 11.1% in October 2022, 
due to increased demand and limited supply on various products, including gas, oil, 
and food supplies, following the pandemic restrictions easing and the Ukrainian 
invasion. The Bank of England gradually increased interest rates to help achieve its 
target rate of inflation of 2.0%, and so inflation has fallen significantly to 2.5% as at 
December 2024. The Bank of England expects inflation to increase to about 2.8% in 
the second half of 2025 before falling again.  
 
Figure 1. CPI Annual Rate 

  
 
 
 



 

 

Environmental Challenges 
 

2.10 The Summer of 2024 has been confirmed by scientists at the Copernicus Climate 
Change Service as the hottest season the world has experienced since records began 
in 1880. Exceptional temperatures were felt across much of the world, exacerbating 
extreme weather events such as heatwaves, droughts, floods and wildfires. 
 

2.11 The Council declared a Climate Emergency in February 2019, with the intention of 
achieving a carbon neutral Reading by 2030, which will require further financial 
commitment to achieve. 
 

2.12 Reading has cut its carbon emissions by 54% since 2005 and the Council has cut its 
own carbon footprint by 73% in since 2008. 
 

2.13 Reading is one of only 120 towns and cities in the world to make the most recently 
published CDP A List (2023) – recognised as the gold standard of environmental 
reporting. It is the third successive year Reading has achieved the status which is 
currently shared with only 25 other UK local authorities. The Council has worked with 
local partners to make the A List and is calling on all Reading residents, businesses 
and organisations to work together to help us reach its ambitious target of a net zero 
Reading by 2030. 

 
Demographic Forecasts 
 

2.14 Demographic growth is one of the key drivers of demand for Council services and 
consequently cost pressures. Whilst general central government funding has seen real 
terms decreases over the last decade, service demand and demographic pressures 
have risen. 
 

2.15 According to the Office of National Statistics’ latest census in 2021, since 2011 
Reading’s total population has risen by 11.9% to 174,200, one of the highest 
percentage increases in the South East. However, its demographic composition has 
changed, shifting towards an older population, with increases of 17.2% of residents 
aged 65+, 11.7% aged 15-64, and 8.6% aged under 15, which includes a decrease of 
14.2% in the 0-4 age category. These changes in demographics are reflected in the 
increase in demand for Adult and Children’s Social Care services set out above.  
 
Unemployment 
 

2.16 Around 3,800 people aged 16 and over in Reading were unemployed in the year 
ending June 2023. This is a rate of 3.9%. This was an increase compared to the year 
ending June 2022 when the unemployment rate was 3.5%. Across the South East, 
from the year ending June 2022 to the year ending June 2023, there was also a slight 
increase in the unemployment rate from 3.3% to 3.4%. 
 

2.17 It is hoped that the relatively low levels of unemployment will keep the number of Local 
Council Tax Support Scheme claimants low, thereby maximising the tax base and thus 
the amount of Council Tax income collectable.  
 
Affordability of Homes 
 

2.18 The affordability of homes in Reading is a major challenge. The latest available data 
(2023) puts the average house in Reading at a cost of 8.6 times the average salary in 
Reading, compared to a cost of around 8.1 times the average salary in England and 
Wales. This is significantly higher than the median house price to salary ratio in 2013, 
where an average house in Reading cost 6.3 times the average salary, compared to 



 

 

6.7 for the rest of England and Wales. This increase is predominantly due to house 
prices in Reading increasing at a higher rate than salaries. 
 
Figure 2. Median House Price to Salary Ratio 

 
 
Deprivation 
 

2.19 One of the key outcomes for the Council is to improve the well-being of its residents 
and to address the needs of those most in need. From 2025/26 the Government has 
started to directly factor in deprivation scores into how councils’ core funding is 
allocated. The degree to which assessed need and inequality might be measured is 
by reference to the national Index of Multiple Deprivation (IMD).  
 

2.20 IMD scores and weightings are based on seven domains of deprivation and are 
weighted individually to provide an overall IMD score. There are also two additional 
indices as set out below: 
 

• Income Deprivation (22.5%) 
• Employment Deprivation (22.5%) 
• Education, Skills, and Training Deprivation (13.5%) 
• Health Deprivation and Disability (13.5%) 
• Crime (9.3%) 
• Barriers to Housing and Services (9.3%) 
• Living Environment Deprivation (9.3%) 
• Index of income deprivation affecting children 
• Index of income deprivation affecting older people 

 
2.21 Key Headlines, based on the latest 2019 data, are: 

 
• Reading as a whole is ranked the 141st most deprived out of 317 local 

authorities in the country; 
• Reading now has 5 LSOAs (Lower Super Output Areas) within the most 

deprived 10% nationally, compared with only 2 in 2015 (indicating increased 
disparity across the borough); 

• Reading has 4 LSOAs in the most deprived 5% in the country on the Education, 
Skills, and Training domain (3 according to IMD 2015). 

 
2.22 The chart below illustrates the 2019 IMD statistics for each of the above seven 

indicators relative to the (median) average across all 317 local authority areas, showing 
that Reading has a higher deprivation score than the median on 6 of the 7 indicators, 
but has a better level of employment than the median: 
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Figure 3. Index of Multiple Deprivation (2019 – latest available) 

 
 

Interest Rates  
 

2.23 When the 2024/25 Budget and 2024/25-2026/27 MTFS was approved in February 
2024, the Bank of England Bank Rate stood at 5.25%. It has subsequently decreased 
in August 2024 to 5.00%;in November 2024 to 4.75% and again in February 2025 to 
4.50%. It is expected that interest rates will continue to gradually decrease, although 
at a slower rate than had been previously anticipated. 
 

Table 1. Interest Rate Forecasts 
  Mar-

25 
Jun-
25 

Sep-
25 

Dec-
25 

Mar-
26 

Jun-
26 

Sep-
26 

Dec-
26 

Mar-
27 

Jun-
27 

Sep-
27 

Dec-
27 

  % % % % % % % % % % % % 
Bank 
Rate 4.50 4.25 4.00 4.00 3.75 3.75 3.75 3.50 3.50 3.50 3.50 3.50 

5-year 
PWLB 4.90 4.80 4.60 4.50 4.50 4.40 4.30 4.20 4.10 4.00 4.00 3.90 

10-year 
PWLB 5.10 5.00 4.80 4.80 4.70 4.50 4.50 4.40 4.30 4.20 4.20 4.10 

25-year 
PWLB 5.50 5.40 5.30 5.20 5.10 5.00 4.90 4.80 4.70 4.60 4.50 4.50 

 
2.24 Interest rates impact on both the amount of interest that the Council forecasts it will 

need to pay in respect of current and forecast future borrowing, as well as the amount 
of interest income receivable in respect of the levels of forecast investments. As set 
out in the Council’s Borrowing Strategy, the Council is currently attempting to avoid 
taking any long-term borrowing whilst interest rates remain high ahead of forecast 
decreases in future years. As a consequence, the Council is currently utilising existing 
cash balances to cashflow Capital Programme expenditure and therefore has less 
cash available to invest in longer term investments that generate higher levels of 
interest receivable income. The costs avoided by deferring longer term borrowing 
whilst borrowing rates remain high are greater than the lost investment opportunities. 
The Borrowing Strategy will be reviewed as part of the 2025/26 Treasury Management 
Strategy Statement that will be brought forward for consideration and approval in 
February 2025. 
 

2.25 For planning purposes, the Council has assumed that the Bank of England will 
gradually decrease interest rates to 3.50% by December 2026. The MTFS assumes 
an average borrowing rate of 4.30% for 2025/26, decreasing to 3.94% and 3.73% in 
2026/27 and 2027/28 respectively. 
 



 

 

2.26 Current UK interest rate forecasts (including the 20-basis point certainty rate reduction) 
are outlined in the following table: 

 
Future Changes to the Local Government Finance System 
 

2.27 As part of the Local Government Finance Policy Statement, the Government 
announced its intention to reform the local government finance system from 2026/27, 
creating a new funding system based on an up-to-date assessment of need and local 
resources. These reforms are set to be built on the proposals set out in the review of 
Relative Needs and Resources (also referred to as the ‘Fair Funding Review’), using 
the best available evidence to inform local authority funding allocations.  
 

2.28 The Government also announced its intention to ‘reset’ the business rates retention 
system, starting in 2026/27. The reset is planned to further allow the Government to 
match funding to where it is needed most. The reset will apply nationally, but business 
rates growth generated within designated areas such as Freeports, Enterprise Zones 
and Investment Zones will be exempt in line with current policy.  
 

2.29 It has also been announced that 2026/27 will mark the first multi-year funding 
Settlement for local government in 10 years – aiming to provide improved planning 
certainty for local authorities.  

 
3. Expenditure Assumptions 

 
Pay Award 
 

3.1 3.0% has been allowed for pay inflation in 2025/26 with 2.3% for 2026/27 and 1.9% for 
2027/28.  
 
National Living Wage 
 

3.2 In the Autumn Statement the Chancellor announced that the National Living Wage for 
individuals aged 21 and over will increase by 6.7% to £12.21 an hour from 1st April 
2025. 
 
General Inflation 
 

3.3 Where services are experiencing specific inflationary pressures, these are included as 
proposed budgetary changes supported by a corresponding business case.  
 
Pension Fund 
 

3.4 The triennial valuation of the Pension Fund took place on 31st March 2022. The 
primary rate is set as 16.2% for the first year of the MTFS period, and is currently 
forecast to remain at that rate for the following two years. 
 
Capital Financing 
 

3.5 Capital Financing costs include Minimum Revenue Provision (MRP), notionally the 
repayment of debt, as set out in the Council’s MRP Policy within the Treasury 
Management Strategy included elsewhere on this agenda. Additionally, these costs 
include any interest on external borrowing. 

 
 
 
 



 

 

4. Significant Impacts on the Council’s 2025/26 Budget 
 
Adult Social Care 
 

4.1 Across the country, the adult social care sector is facing serious challenges in relation 
to ever increasing demand, rising costs and workforce challenges. The increases in 
employer’s national insurance contributions and the national living wage due to be 
implemented in 2025/26 have added a significant financial burden to local authorities 
and care providers. As a result, a third of providers surveyed by Care England are 
considering leaving the market altogether, which would cause huge disruption and 
challenges in an already pressurised sector. 
 

4.2 In Reading, the Council has seen an increase in the numbers of people presenting to 
the service and those people have increased complexity, intensity and acuity of need. 
Consequently, there are higher numbers of people needing Adult Social Care support, 
with higher needs on average than those previously approaching the service. As a 
result, the services delivered are more costly and a net increase of £5.094m for Adult 
Social Care services is proposed for 2025/26 to address these pressures. 
 
Children Social Care 
 

4.3 There are even greater financial pressures in Children’s Social Care, with increasing 
demand on services, increasing complexity of need, reducing numbers of foster carers, 
and an insufficient supply of adequate residential placements driving up costs. 
 

4.4 On 31st March 2014 there were 68,790 children looked after in England. On 31st March 
2024, the number stood at 83,630, an increase of more than 22%. According to 
analysis by the Local Government Association, there are now over 1,500 children in 
placements each costing the equivalent of over £0.500m every year, while the largest 
15 private providers make an average of 23 per cent profit. 
 

4.5 Reading is experiencing similar cost pressures. The 2025/26 Budget includes a 
proposed increase of £5.587m increase in the Brighter Futures for Children (BFfC) 
contract sum. This includes inflationary increases and a significant growth pressure in 
respect of placements for Children Looked After. 
 
Dedicated Schools Grant - High Needs Block 
 

4.6 High needs funding supports provision for pupils and students with SEND who require 
additional resources to participate in education and learning, from their early years to 
age 25 in schools and colleges (excluding students aged 19 to 25 who do not have an 
Education, Health and Care Plan (EHCP) or students who are over the age of 25) and 
pre-16 pupils in Alternative Provision (AP) who, because of exclusion, illness, or other 
reasons, cannot receive their education in mainstream schools. High needs funding is 
provided to local authorities through the high needs block of the DSG. 
 

4.7 High needs block funding has been increasing significantly in recent years, but those 
increases have not kept pace with increasing costs. As a result, a significant number 
of local authorities are accumulating deficits on the high needs block. In some cases, 
those deficits are so significant that they would potentially trigger a s114 notice. As a 
temporary measure, the Government has issued a statutory override for the Dedicated 
Schools Grant that excludes DSG deficits from the calculation of General Fund 
reserves. This override will continue until 31st March 2026. 
 

4.8 In Reading, the Council is forecasting a cumulative deficit of £26.503m on the high 
needs block by 31st March 2025. The deficit is forecast to reach £40.373m by the time 



 

 

the statutory override is currently due to end in March 2026 and is forecast to reach 
£53.165m by 31st March 2027. Council reserves will not be sufficient to fund this deficit, 
potentially triggering the need to issue a s114 notice. It is therefore critical that action 
is taken to address the deficit. 
 
Homelessness 
 

4.9 Homelessness has been increasing both locally and nationally due to the “cost of living 
crisis” and national legislative changes. Subsequently the use of temporary and paid 
nightly accommodation has been increasing across the board primarily due to evictions 
from the private rented sector as landlords become increasingly concerned about their 
financial position. In Reading the numbers of households in Emergency 
Accommodation as at the end of December 2024 was 182: the budget assumed a 
figure of around 70 households. The MTFS includes a net increase of £0.884m in the 
budget in respect of funding Homelessness pressures. 

 
2024/25 Financial Position 
 

4.10 The Quarter 2 Performance and Monitoring Report, presented to Policy Committee in 
December 2024, is forecasting a net adverse variance of £9.620m. This is despite 
additional in year savings of £8.580m having been identified in response to pressures 
identified at Quarter 1. The Quarter 2 forecast predominantly consists of adverse 
variances in four main areas: £5.941m on Children’s placement demand, £3.054m on 
Housing Benefit, £1.380m on Adult Social Care packages and £1.067m on Emergency 
Accommodation. These adverse variances are partially offset by smaller net positive 
variances across services and Capital Financing totalling £1.822m. 
 

4.11 Should an adverse variance crystallise then the balance of the variance will need to be 
funded by a draw from earmarked reserves as part of 2024/25 outturn processes and 
the 2024/25 Performance Report to Policy Committee in July 2025. 
 

5. Local Government Finance Settlement 2025/26 & Other Changes from 
the December 2024 MTFS Update  
 

5.1 A one-year Final Local Government Finance Settlement was published on 3rd February 
2025. The settlement provides more detail for 2025/26, which for Reading is as follows: 
 
New Homes Bonus 
 

5.2 The Council’s 2025/26 allocation for the New Homes Bonus was announced as 
£0.812m, which is unchanged from what was assumed in the December 2024 MTFS 
Update. For 2026/27 and 2027/28, it has been assumed that the grant will cease but 
that the total amount of grant in the national system will remain and be re-distributed 
using the Settlement Funding Assessment (SFA) methodology, resulting in a reduced 
funding allocation of £0.635m; £0.002m lower than assumed in the December 2024 
MTFS Update to Policy Committee.. 
 
Social Care Grant 
 

5.3 The settlement announced that the Council’s 2025/26 allocation for the Social Care 
Grant was announced as £11.467m; £0.142m higher than the £11.325m assumed in 
the December 2024 MTFS Update.  

 
 
 
 



 

 

Revenue Support Grant 
 

5.4 Revenue Support Grant (RSG) has been the core general purpose grant from central 
government for some years now. For 2025/26 RSG has been increased by the 
September 2023 to September 2024 change in CPI. There is a net increase in RSG 
for 2025/26 of £0.011m  over the level assumed in the December 2024 MTFS Update. 
This net increase is comprised of an increase of £0.073m, offset by a reduction of 
£0.062 relating to the impact of grants that has been budgeted for elsewhere being 
rolled into the Revenue Support Grant from 2025/26 onwards. It has been assumed 
that this level of funding will increase in line with inflation, by £0.026m in 2026/27 and 
a further £0.016m in 2027/28. 
 
Domestic Abuse Safe Accommodation Grant 
 

5.5 For 2025/26 it was announced that the Domestic Abuse Safe Accommodation Grant 
would be rolled into the Core Spending Power settlement. The Council’s 2025/26 
allocation for the grant was announced as £0.444m; £0.088m higher than the £0.356m 
assumed in the December 2024 MTFS Update.  
 
National Insurance Estimate  
 

5.6 The rate of employer National Insurance contributions is increasing from 13.8% to 
15.0% and reducing the per-employee threshold at which employers become liable to 
pay National Insurance to £5,000 from 6th April 2025. In the December 2024 MTFS 
Update it had been assumed that the impact of these increases would be fully covered 
by the Government. The settlement announced that the Council’s funding allocation 
for 2025/26 would be £1.572m, which falls short of the Council’s £1.663m estimated 
cost of the changes, resulting in the net pressure being £0.091m greater than assumed 
in the December 2024 MTFS Update. 
 
Public Health Grant 

 
5.7 Allocations in respect of the Public Health Grant for 2025/26 were announced on 7th 

February 2025. In 2025/26 the Council’s allocation is £11.604m, which is an increase 
of £0.745m from 2024/25. As the grant is ringfenced any increase/decrease to the 
Council’s grant allocation is offset by a corresponding increase/decrease in 
expenditure. Therefore, the MTFS assumes a nil impact on the bottom line. 
 
Other Changes from the December 2024 MTFS Update 
 
Council Tax 
 

5.8 The Government announced as part of the Local Government Finance Policy 
Statement 2025/26 on 28th November 2024, that the level of increase in Council Tax 
requiring a local referendum will remain at 3.00% and the Adult Social Care precept 
will remain at 2.00% for 2025/26. A general Council Tax increase of 2.99% and an 
additional Adult Social Care precept of 2.00% is proposed across all years of the MTFS 
period 2025/26-2027/28, subject to confirmation of the referendum limit in subsequent 
years. 
  

5.9 At its meeting on 28th January 2025, Council approved a revised Council Tax Base of 
59,566.99 (band D equivalent) properties for 2025/26 – an increase of 1.06% on the 
2024/25 Tax Base of 58,944.73. 
 

5.10 The Tax Base of 59,566.99 band D equivalents has been updated from the Tax Base 
of 59,534.11 used in the December 2024 MTFS Update in order to reflect updated 



 

 

figures in respect of the number of chargeable dwellings, discounts, exemptions, 
eligible Local Council Tax Reduction Scheme claimants and revised estimates of new 
build and collection performance. The effect of this is an increase in Council Tax 
income of £0.069m for 2025/26. 
 
Business Rates 
 

5.11 The budget has been updated to reflect the latest available information and 
assumptions included in the NNDR1 return made to central government in January 
2025. This is a complex area exacerbated by the previous Government having deferred 
the business rates reset. In terms of the local share of business rates retained by the 
Council this is now estimated to be lower than forecast in the December 2024 MTFS 
Update by £0.753m for 2025/26.  

5.12 The new Government announced its intention to ‘reset’ the business rates retention 
system, starting in 2026/27. The reset is planned to further allow the Government to 
match funding to where it is needed most. Consequently, this MTFS assumes that the 
business rates reset will be implemented for 2026/27.  
 
Council Tax & Business Rates Collection Fund Surplus/Deficit 
 

5.13 The Council Tax Base report, approved by Council on 28th January 2025, declared the 
estimated balance on the Council Tax Collection Fund as at 31st March 2025. The 
Council’s share of the estimated surplus balance is £0.408m. 
 

5.14 The NNDR1 return to central government in January 2025 projected an estimated 
surplus balance on the Business Rates Collection Fund as at 31st March 2025. The 
Council’s share of this surplus is £0.140m. 

 
Additional/Revised Service/Corporate Budgets 
 

5.15 Since December, a number of new and revised business cases and technical budget 
adjustments have been submitted, reviewed and amended e.g. for revised inflation 
forecasts. This has resulted in a £5.324m net reduction to the 2025/26 budget, but 
adds net pressures of £1.240m in 2026/27 and net pressures of £0.290m in 2027/28.  
 
Capital Financing 
 

5.16 The revenue impact of the proposed Capital Programme has been updated to reflect 
changes to existing schemes (including re-profiling) and the addition of new schemes. 
The cumulative effect of these changes on capital financing costs is a reduction of 
£1.605m across the MTFS period. 
 
Contingency 
 

5.17 A Contingency provision of £3.238m has been added across all years of this MTFS 
period to mitigate against potential increases in demand pressures over and above the 
increases factored into individual service budgets. This figure includes £0.497m of the 
Utilities Contingency, which has now been transferred into the corporate contingency. 
If these pressures do not materialise then the contingency will be transferred to 
earmarked reserves. 
 
Contribution to/(from) Reserves 
 

5.18 The 2025/26 Budget is balanced by an overall £3.945m assumed draw on (contribution 
from) earmarked reserves, consisting of: 



 

 

• £1.179m to fund service specific expenditure from specific earmarked reserves. 
This was already assumed in the December 2024 MTFS Update; 

• £2.766m from the Financial Resilience Reserve to balance the 2025/26 budget. 
 

5.19 The projected net draw on earmarked reserves in 2026/27 and 2027/28 relate solely 
to funding service specific expenditure from specific earmarked reserves. 
 
Summary of Changes 
 

5.20 The changes outlined in paragraphs 5.2-5.19 are summarised in Table 2 below: 
  
 Table 2. Summary of Changes from December 2024    

  2025/26 2026/27 2027/28 
  £000 £000 £000 
Net Budget (Surplus)/Deficit as at December 2024 Policy 
Committee 6,414  15,067  15,560  
        
Changes Arising from the Final Local Government 
Finance Settlement:       

New Homes Bonus 0  2  0  
Social Care Grant (142) 0  0  
Revenue Support Grant (73) (28) (16) 
Grants Rolled in to Revenue Support Grant 62  0  0  
Domestic Abuse Safe Accommodation Grant (88) 0  0  
National Insurance Estimated Increased Costs 1,663  0  0  
National Insurance Funding (1,572) 0  0  
Public Health Grant Expenditure 745  287  249  
Public Health Grant Income (745) (287) (249) 
        
Other Changes since the December 2024 MTFS Update:       
Changes to Council Tax Base (69) (5) (4) 
Changes to Business Rate Base (including S31 Grant) 753  (2,114) 362  
Council Tax Collection Fund (Surplus)/Deficit (408) 408  0  
Business Rates Collection Fund (Surplus)/Deficit (140)  140  0  
Additional/Revised Service/Corporate Budgets (5,324) 1,240  290  
Adjustment to Capital Financing Costs (1,051) (119) (435) 
Transfer Utilities Contingency to Corporate Contingency (497) 0  0  
Increase/(Decrease) to Corporate Contingency 3,238  0  0  
Additional Contribution to/(from) Reserves (2,766) 2,766  0  
        
Sum of Changes  (6,414) 2,290  197  
        
Cumulative Impact of Changes (6,414) (4,124) (3,927) 
        
Net Budget (Surplus)/Deficit after Changes 0  10,943  11,633  

 
6. Risks 

 
6.1 The main risks to delivering the proposals set out within this MTFS include: 

 
• The ability to contain demand pressures; 
• Adverse interest rate movements; 
• Increased inflationary pressures; 
• Delivery of capital receipts to fund the flexible use for transformation purposes 

and avoid prudential borrowing charges; 



 

 

• Future local government finance settlements from central government;  
• The capacity of Officers to deliver the savings and income projections in line 

with assumptions.  
 
6.2 Additionally, the Council’s 2023/24 accounts are still subject to audit which may mean 

there could be some movement in the assumed baseline level of reserves. 
 

7. Reserve Levels 
 

7.1 CIPFA have stated that there should be no imposed limit on the level or nature of 
balances required to be held by an individual Council. Many authorities are currently 
struggling to manage their pressures with an increasing number of local authorities 
issuing s114 notices or requesting exceptional financial support over recent years. In 
light of previous high-profile failures and funding concerns raised by authorities, CIPFA 
launched a financial resilience index which uses a basket of indicators to measure 
individual Local Authorities’ financial resilience compared to their comparators. 
 

7.2 This index, which is based on the latest published data from Central Government 
(2023/24), shows that the level of reserves held by Reading Borough Council equated 
to 36.30% of net revenue expenditure. This placed Reading as the 30th highest among 
62 Unitary Authorities.  
 

7.3 The Council has shifted towards the “higher risk” end of the scale in terms of the 
“Change to Reserves” measure as a result of decreasing levels of reserves over the 
last three years. However, as set out in the main body of the report, this MTFS is 
forecasting a combined cumulative budget gap of £22.576m over the next three years. 
This compares to the forecast level of the combined General Fund balance and Budget 
Stabilisation earmarked reserves of £19.904m as of 31st March 2025. Without urgent 
action these reserves will be gone within two years. Other earmarked reserves are set 
aside to fund specific risks, should they materialise, and expenditure funded by 
ringfenced grants. 

 
8. Savings 

 
8.1 Savings required to balance the 2025/26 budget and assumed within the MTFS include 

efficiency savings, invest-to-save initiatives and increased income from fees and 
charges. They are summarised in Tables 3 and 4 below. Further detail is provided in 
Appendices 3 and 4: 
 
Table 3. General Fund Savings Summary 2025/26 to 2027/28 by Directorate 
 2025/26 2026/27 2027/28 Total 
 (£000) (£000) (£000) (£000) 
Communities and Adult Social Care (717) (604) (592) (1,913) 
Economic Growth & Neighbourhood Services (3,168) (692) (66) (3,926) 
Resources  (1,629) (383) (32) (2,044) 
Chief Executive Services (40) (2) 0 (42) 
Corporate (6,154) 2,763 0 (3,391) 
Total Council Services (11,708) 1,082 (690) (11,316) 
Children’s Services (BFfC) (2,634) (1,770) (415) (4,819) 
Total (14,342) (688) (1,105) (16,135) 

 
 
 
 
 
 



 

 

Table 4. General Fund Savings Summary 2025/26 to 2027/28 by Type 
 Efficiency 

Savings 
Invest to 

Save 
Schemes 

Income, 
Fees & 

Charges 

Total 

 (£000) (£000) (£000) (£000) 
Council Services (5,936) (904) (4,476) (11,316) 
Children's Services (BFfC) (3,807) (912) (100) (4,819) 
Total Savings (9,743) (1,816) (4,576) (16,135) 

 
8.2 In order to balance the MTFS in future years on a sustainable basis, further savings 

need to be found for 2026/27 and 2027/28.  


