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Our audit report is made solely to the members of Reading Borough Council (‘the Council’), as a body, in 

accordance with Part 5 of the Local Audit and Accountability Act 2014. Our audit work has been undertaken so 

that we might state to the members of the Council, as a body, those matters we are required to state to them in an 

auditor’s report and for no other purpose.

To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Council 

and the members of the Council, as a body, for our audit work, for our auditor’s report, for this Auditor’s Annual 

Report, or for the opinions we have formed.

External auditors do not act as a substitute for the Council’s own responsibility for putting in place proper 

arrangements to ensure that public business is conducted in accordance with the law and proper standards, and 

that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.
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Executive 
Summary



Purpose of the Auditor’s Annual Report

This Auditor’s Annual Report provides a summary of the findings and key issues arising from our 24/25 

audit of Reading Borough Council (the ‘Council’). This report has been prepared in line with the 

requirements set out in the Code of Audit Practice published by the National Audit Office (the ‘Code of 

Audit Practice’) and is required to be published by the Council alongside the annual report and 

accounts.

Our responsibilities

The statutory responsibilities and powers of appointed auditors are set out in the Local Audit and 

Accountability Act 2014 (the Act). Our responsibilities under the Act, the Code of Audit Practice and 

International Standards on Auditing (UK) (‘ISAs (UK)’) include the following:

Financial Statements - To provide an opinion as to whether the financial statements give a 

true and fair view of the financial position of the Group and the Council and of its income and 

expenditure during the year and have been properly prepared in accordance with the 

CIPFA/LASAAC Code of Practice on Local Authority Accounting 2024/25 (‘the CIPFA 

Code’).

Other information - To consider, whether based on our audit work, the other information in 

the Statement of Accounts is materially misstated or inconsistent with the financial 

statements or our audit knowledge of the Council.

Value for money - To report if we have identified any significant weaknesses in the 

arrangements that have been made by the Council to secure economy, efficiency and 

effectiveness in its use of resources. We are also required to provide a summary of our 

findings in the commentary in this report.

Other powers - We may exercise other powers we have under the Act. These include 

issuing a Public Interest Report, issuing statutory recommendations, issuing an Advisory 

Notice, applying for a judicial review, or applying to the courts to have an item of expenditure 

declared unlawful.

In addition to the above, we respond to any valid objections received from electors.

Findings

We have set out below a summary of the conclusions that we provided in respect of our 

responsibilities.

Reading Borough Council

Executive Summary

Financial 

statements

We plan to issue a disclaimer of opinion on the RBC’s financial 

statements on 27 February 2026. This is in line with our plan and is 

because we have been unable to obtain sufficient appropriate audit 

evidence over the financial statements in respect of the opening 

balances and split of reserves due to the audit back log. Further detail 

is provided on page 7.

We have provided further details of the key risks we identified and our 

response from page 8.

Other information We did not identify any material inconsistencies between the content of 

the other information, the financial statements and our knowledge of 

the Council.

Value for money We identified one significant weakness in respect of the governance 

arrangements the Council had in place during the year in relation to 

children’s services. Further details are set out on page 24.

Whole of 

Government 

Accounts

We are required to perform procedures and report to the National Audit 

Office in respect of the Council’s consolidation return to HM Treasury in 

order to prepare the Whole of Government Accounts.

As the National Audit Office has not yet concluded its audit of the 

Whole of Government Accounts for the 31 March 2025 financial year, 

we are unable to confirm that we have concluded our work in this area.

Other powers See overleaf.
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There are several actions we can take as part of our wider powers under the Act:
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In addition to these powers, we can make performance improvement observations to make helpful suggestions to the Council. Where we raise observations we report these to management and the 

Audit Committee. The Council is not required to take any action to these, however it is good practice to do so and we have included any responses that the Council has given us.

Reading Borough Council

Executive Summary

Public interest reports
We may issue a Public Interest Report if we believe there are 

matters that should be brought to the attention of the public.

If we issue a Public Interest Report, the Council is required to 

consider it and to bring it to the attention of the public.

We have not issued a Public Interest Report this year.

Advisory notice
We may issue an advisory notice if we believe that the Council 

has, or is about to, incur an unlawful item of expenditure or 

has, or is about to, take a course of action which may result in 

a significant loss or deficiency.

If we issue an advisory notice, the Council is required to stop 

the course of action for 21 days, consider the notice at a 

general meeting, and then notify us of the action it intends to 

take and why.

We have not issued an advisory notice this year.

Judicial review/Declaration by the courts
We may apply to the courts for a judicial review in relation to 

an action the Council is taking. We may also apply to the 

courts for a declaration that an item of expenditure the Council 

has incurred is unlawful.

We have not applied to the courts.

Recommendations
We can make recommendations to the Council. These fall into 

two categories:

1. We can make a statutory recommendation under 

Schedule 7 of the Act. If we do this, the Council must 

consider the matter at a general meeting and notify us of 

the action it intends to take (if any). We also send a copy 

of this recommendation to the relevant Secretary of State.

2. We can also make other recommendations. If we do this, 

the Council does not need to take any action, however 

should the Council provide us with a response, we will 

include it within this report.

We made no statutory recommendations but we have 

made other recommendation (see page 24). 
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Audit of the
financial 
statements



Our responsibility is to conduct an audit of the financial statements in accordance with the Local Audit and Accountability Act 2014, Code of Audit 

Practice and ISAs (UK) and to issue an auditor’s report.

However, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on the RBC’s financial statements for the year to 31 March 2025 as a result of the issues 

identified previously regarding opening balances and the split of usable and unusable reserves. We have fulfilled our ethical responsibilities under, and are independent of the council in accordance with, 

UK ethical requirements including the FRC Ethical Standard.

Our disclaimer of opinion on the RBC’s financial statements

We plan to issue a disclaimer of opinion on the Council’s financial statements on 27 February 2026. We therefore do not express an opinion on the financial statements. We are finalising the wording of 

this opinion and will share a draft with the committee as soon as it becomes available.

We have completed all work that we had planned. We have also completed our ‘Building Back Assurance’ risk assessment work, which has highlighted the additional work we will need to complete, and 

we expect to complete this work during the first half of 2026.
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Reading Borough Council

Audit of the financial statements
The table below summarises the key financial statement audit risks that we identified as part of our risk assessment and how we responded to these 

through our audit.

Significant audit risks Procedures undertaken Findings

Valuation of land and buildings

There is a risk that the amount in the 

accounts does not accurately represent 

the fair value of the asset

We critically assessed the independence, objectivity and expertise of Sanderson 

Weatherall, the valuers used in developing the valuation of the Council’s properties 

at 31 March 2025.

We inspected the instructions issued to the valuers for the valuation of land and 

buildings to verify they are appropriate to produce a valuation consistent with the 

requirements of the CIPFA Code.

We compared the accuracy of the data provided to the valuers for the development 

of the valuation to underlying information.

We evaluated the design and implementation of controls in place for management 

to review the valuation and the appropriateness of assumptions used.

We challenged the appropriateness of the valuation of land and buildings; including 

any material movements from the previous revaluations. We challenged key 

assumptions within the valuation as part of our judgement.

We agreed the calculations performed of the movements in value of land and 

buildings and verified that these have been accurately accounted for in line with the 

requirements of the CIPFA Code.

We utilised our own valuation specialists to review the valuation report prepared by 

the Council’s valuers to confirm the appropriateness of the methodology utilised.

We considered the adequacy of the disclosures concerning the key judgements and 

degree of estimation involved in arriving at the valuation.

We found the valuation of land and buildings to be appropriate.
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Reading Borough Council

Audit of the financial statements

© 2025 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms 

affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
9Document Classification: KPMG Public

The table below summarises the key financial statement audit risks that we identified as part of our risk assessment and how we responded to these 

through our audit.

Significant audit risks Procedures undertaken Findings

Valuation of investment property

There is a risk that the amount in the 

accounts does not accurately represent 

the fair value of the asset.

We critically assessed the independence, objectivity and expertise of Sanderson 

Weatherall, the valuers used in developing the valuation of the Council’s 

investment property at 31 March 2025.

We inspected the instructions issued to the valuers to verify they are appropriate to 

produce a valuation consistent with the requirements of the CIPFA Code.

We compared the accuracy of the data provided to the valuers for the development 

of the valuation to underlying information.

We evaluated the design and implementation of controls in place for management 

to review the valuation and the appropriateness of assumptions used.

We challenged the appropriateness of the valuation; including any material 

movements from the previous revaluations. We challenged key assumptions 

within the valuation as part of our judgement.

We agreed the calculations performed of the movements and verify that these have 

been accurately accounted for in line with the requirements of the CIPFA Code;

We utilised our own valuation specialists to review the valuation report prepared by 

the Council’s valuers to confirm the appropriateness of the methodology utilised.

We found the valuation of investment properties to be optimistic 

but within our acceptable range.



Reading Borough Council

Audit of the financial statements
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The table below summarises the key financial statement audit risks that we identified as part of our risk assessment and how we responded to these 

through our audit.

Significant audit risks Procedures undertaken Findings

Management override of controls 

Management are in a unique position to 

manipulate or circumvent the system in 

place.

We assessed accounting estimates for biases by evaluating whether judgements and 

decisions in making accounting estimates, even if individually reasonable, indicate a possible 

bias.

We evaluated the selection and application of accounting policies.

In line with our methodology, we evaluated the design and implementation of controls over 

journal entries and post closing adjustments.

We assessed the appropriateness of changes compared to the prior year to the methods and 

underlying assumptions used to prepare accounting estimates.

We assessed the business rationale and the appropriateness of the accounting for significant 

transactions that are outside the Council’s normal course of business, or are otherwise unusual.

We analysed all journals through the year using data and analytics and focus our testing on 

those with a higher risk, such as unusual journal entries to cash, revenue, expenditure and 

borrowings.

We tested post-closing journals which were material and / or meet high risk criteria 

specified above.

Our review of journals has not identified any instances 

of management override of controls.

Fraud risk from expenditure 

recognition

There is a risk that revenue expenditure is 

incorrectly accounted for as capital 

additions due to fraud

We inspected a sample of expenditure invoices, in the period around 31 March 2025, to 

determine whether expenditure has been recognised in the correct accounting period and 

whether accruals are complete.

We selected a sample of year end accruals and inspected evidence of the actual amount 

paid after year end in order to assess whether the accruals have been accurately recorded.

We inspected journals posted as part of the year end close procedures that decrease the level 

of expenditure recorded in order to critically assess whether there was an appropriate basis for 

posting the journal and the value can be agreed to supporting evidence.

Our tests have not identified any instance of 

fraudulent expenditure recognition



Reading Borough Council

Audit of the financial statements
The table below summarises the key financial statement audit risks that we identified as part of our risk assessment and how we responded to these 

through our audit.

Significant audit risks Procedures undertaken Findings

Valuation of post retirement benefit 

obligations

There is a risk that an inappropriate 

amount is estimated and recorded for the 

defined benefit obligation

We understood the processes the Council have in place to set the assumptions used in the 

valuation.

We evaluated the competency and objectivity of the actuaries to confirm their qualifications and 

the basis for their calculations.

We performed inquiries of the actuaries to assess the methodology and key assumptions 

made, including actual figures where estimates have been used by the actuaries, such as the 

rate of return on pension fund assets.

We agreed the data provided by the Council to the Scheme Administrator for use within the 

calculation of the scheme valuation.

We evaluated the design and implementation of controls in place for the Council to determine 

the appropriateness of the assumptions used by the actuaries in valuing the liability.

We challenged, with the support of our own actuarial specialists, the key assumptions applied, 

being the discount rate, inflation rate and mortality/life expectancy against externally derived 

data.

We confirmed that the accounting treatment and entries applied by the Council are in line 

with IFRS and the CIPFA Code of Practice.

We considered the adequacy of the Council’s disclosures in respect of the sensitivity of the 

deficit to these assumptions.

We assessed the change in the effect of the asset ceiling under IFRIC 14 over the year for 

reasonableness.

We found the valuation of post retirement obligations 

to be balanced.
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Value for Money



Introduction

We are required to be satisfied that the Council has made proper arrangements for securing 

economy, efficiency and effectiveness in its use of resources or ‘value for money’. We consider 

whether there are sufficient arrangements in place for the Council for the following criteria, as 

defined by the Code of Audit Practice:

Financial sustainability: How the Council plans and manages its resources to ensure 

it can continue to deliver its services.

Improving economy, efficiency and effectiveness: How the Council uses 

information about its costs and performance to improve the way it manages and 

delivers its services

Governance: How the Council ensures that it makes informed decisions and properly 

manages its risks.

We do not act as a substitute for the Council’s own responsibility for putting in place proper 

arrangements to ensure that public business is conducted in accordance with the law and proper 

standards, and that public money is safeguarded and properly accounted for, and used 

economically, efficiently and effectively. We are also not required to consider whether all aspects 

of the Council’s arrangements are operating effectively, or whether the Council has achieved 

value for money during the year.

Approach

We undertake risk assessment procedures in order to assess whether there are any risks that 

value for money is not being achieved. This is prepared by considering the findings from other 

regulators and auditors, records from the organisation and performing procedures to assess the 

design of key systems at the organisation that give assurance over value for money.

Where a risk of significant weakness is identified we perform further procedures in order to 

consider whether there are significant weaknesses in the processes in place to achieve value for 

money.

We are required to report a summary of the work undertaken and the conclusions reached against 

each of the aforementioned reporting criteria in this Auditor’s Annual Report. We do this as part of 

our commentary on VFM arrangements over the following pages.

We also make recommendations where we identify weaknesses in arrangements or other matters 

that require attention from the Council.

Summary of findings

Our work in relation to value for money is completed. 

Reading Borough Council

Value for Money

Financial 

sustainability

Improving 

economy, 

efficiency and 

effectiveness

Governance

Commentary page 

reference

15 19 22

2023-24 Findings No significant risks 

identified

No significant risks 

identified

No significant risks 

identified

Identified risk of 

significant 

weakness at 

planning stage?

 Yes  Yes  No

Significant 

weakness 

identified after 

fieldwork?

 No  No  Yes

Direction of travel same same increased
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National context

We use issues affecting Councils nationally to set the scene for our work. We assess if the issues below apply to Reading Borough 

Council.

Local Government Reorganisation

The Government has announced proposals to restructure local government throughout England. County and District councils (and, in 

some cases, existing Unitary authorities) will be abolished and replaced with new, larger Unitary authorities, which will (in many 

cases) work together with peers in a regional or sub-regional Combined Authority. Authorities which are unaffected by these 

proposals may still see changes in local police and fire authorities and in the Councils they already work in collaboration with.

Restructuring has, in some cases, resulted in differing views on how services should be provided in their regions – with little 

consensus on how previously separate organisations will be knitted together. Councils will need to ensure that investment decisions 

are in the long-term interest of their regions, and that appropriate governance is in place to support decision making.

Financial performance

Over recent years, Councils have been expected to do more with less. Central government grants have been reduced, and the nature 

of central government support has become more uncertain in timing and amount. This has caused Councils to cut services and 

change the way that services are delivered in order to remain financially viable.

Whilst the Government has indicated an intention to restore multi-year funding settlements, giving Councils greater certainty and 

ability to make longer-term investment decisions, the Government has also proposed linking grant funding to deprivation. For some 

authorities this presents a significant funding opportunity, whereas for others this reinforces existing financial sustainability concerns 

and creates new financial planning uncertainties.

Education

Many schools are now the responsibility of academy trusts, however some schools are still controlled and overseen by the local 

Council. Dedicated funding is provided by central government to run schools, however due to cost pressures many Councils have 

overspent against their central government allocation, particularly in relation to “high needs” expenditure (i.e. to support students with 

special educational needs and disability (SEND)). Government guidance is awaited on children's services reform and SEND, and 

some authorities are delaying transformation programmes until there is clarity on how services should evolve.

An accounting override exists meaning Councils do not need to recognise schools deficits as part of their reserves which, for some, 

avoids Councils becoming insolvent. This override was extended to March 2028. However, some have raised concerns that this 

extension only defers the problem, and the underlying unsustainability of education expenditure has not been resolved.
© 2025 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms 
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Local context

The Council is not unique among unitary authorities: the vast 

majority are using reserves to manage budgets and enacting 

large scale savings plans to balance Medium Term Financial 

Plans going forward.

Reading’s revenue budget for the year saw an overspend of

£9.3 million (not including the DSG-linked overspend). An 

overspend of this size has a significant impact on the level of 

reserves and Reading will struggle to absorb this level of 

overspend if it continues through the next financial year.

Although the Council has reserves to cover this in the audited 

year, the Financial Resilience Reserve held for budget 

stabilisation has a total balance of £10.1 million at the year 

end, illustrating the size of the risk if overspends continue.

The Authority’s own risk management and financial reporting 

is clear that up to £16.2 million of savings will be required over 

the next three years in order to maintain this position.

We also note that the Dedicated Schools Grant position at the 

Council is growing in deficit. Whilst a national issue with the 

growth of individuals on Education Health Care Plans (EHCP), 

Reading have a number of capital projects and implemented 

governance recommendations to reduce the growth in size of 

the annual deficit, but it remains a risk for the entity as well.

The Council bringing back Brighter Futures for Children in 

house will give the Council greater visibility and control over 

the quality of children's services and relevant spend.

Reading Borough Council

Value for Money



Conclusion on financial sustainability

Our risk assessment procedures identified a risk of significant weakness in the area of financial sustainability. We noted the 24/25 

outturn was an adverse variance of £9.3 million to budget. As larger budget deficits can be indicative of weaknesses in arrangement 

around financial sustainability, we focused more on this area..

As our response to the risk identified above we performed additional procedures at year end. We have completed additional 

procedures and have concluded that no significant weakness identified. See page 18 for audit assessment and findings.

Delivery of the financial plan and position on reserves

The Council set a balanced budget for the 24/25 financial year, recognising in the Medium Term Financial Plan that savings were 

required in order to achieve this, with total assumed savings in the budget of £8.5 million. The 24/25 Quarter 4 Performance Report 

states that 73% of the total identified savings were achieved, however there is an adverse net variance of £9.3 million.

The primary drivers for the adverse variance to budget to date were due to Adult Social Care (net pressure of £3.8 million) and 

Children’s Social Care of £6.4 million. This is consistent with the Council’s internal reporting and risk register, as well as identified 

pressure points in the previous financial year. The Council has reserves from which it can draw down and intends to fund the deficit 

through use of the Demographic & Cost Led Pressures Reserve of £5 million and the Financial Resilience Reserve of £4.3 million. 

This leaves a balance of £10.7 million in the financial resilience reserve and removes the Demographic & Cost Led Pressures.

This means total reserves have dropped from £66 million in 23/24 to £49 million, which includes some reserves that are not 

transferrable for deficit funding. A similar deficit in the next financial year could utilise the Financial Resilience Reserve in full.

We have considered the budget deficit on page 18 as part of our work over the risk identified at planning.

The reduction in reserves during the year has increased the underlying risk and this was noted in the below extract from the CIPFA 

Resilience Index 2023-24 and other benchmarking (discussed in the Improving Economy, Efficiency and Effectiveness section). The 

24/25 position will not be released before audited accounts, but we expect the position to worsen.

Reading Borough Council

Financial Sustainability
How the Council plans and manages its 

resources to ensure it can continue to deliver 

its services.

We have considered the following in our work:

• How the Council ensures that it identifies all the significant

financial pressures that are relevant to its short and

medium-term plans and builds these into them;

• How the Council plans to bridge its funding gaps and

identifies achievable savings;

• How the Council plans finances to support the sustainable

delivery of services in accordance with strategic and

statutory priorities;

• How the Council ensures that its financial plan is

consistent with other plans such as workforce, capital,

investment, and other operational planning which may

include working with other local public bodies as part of a

wider system; and

• How the Council identifies and manages risks to financial

resilience, e.g. unplanned changes in demand, including

challenge of the assumptions underlying its plans.

Source: CIPFA Resilience Index 2023-24
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Approval of Financial Plans

Guidance is issued (in line with practice noted in the previous year) by Finance to Assistant Directors on an annual basis, typically 

shortly after the previous financial year end. This includes guidance for Budget Managers to propose a budget with efficiencies, 

supported by Finance Business Partners. Business cases are reviewed and challenged by the Corporate Management Team (CMT) 

and are then taken through a Lead Member group challenge process.

Supported business cases are included within the MTFS reporting package and scrutinised at the Policy Committee. Following the 

finalisation of proposals, a final budget is produced and approved through the Policy Committee and up to full Council. KPMG have 

reviewed documentation and Committee minutes confirming appropriate consideration and challenge of proposals. The 24/25 

Budget & Medium-Term Financial Strategy 24/25-26/27 was approved by Council on 27 February 2024.

The Council’s plans for 25/26 include an increase in Council Tax (2.99%) and Adult Social Care Precept (2%) and this together with 

an increase in the Band D equivalent taxbase equates to £7.3 million additional income, but note the budget also requires £7 million 

of savings and a reserves drawdown of £3.9 million to achieve a balanced budget. We reviewed these plans as part of our concluding 

report.
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Monitoring of Financial results

All approved savings proposals generate a monthly savings tracker that is reported monthly as part of the budget monitoring process 

and included within the Quarterly Performance and Monitoring Report, reported through the Policy Committee. The Corporate 

Management Team also have a monthly meeting dedicated to performance, which we have also reviewed and judged the budgetary 

process to have an appropriate level of scrutiny, comparable with similar authorities of this size.

Internal audit have provided ‘Reasonable Assurance’ over the Council’s core financial systems, which is the first report on the new 

financial ledger, as noted through the quarterly update provided to the 21 January 2025 Audit & Governance Committee.

Reading Borough Council

Financial Sustainability
How the Council plans and manages its 

resources to ensure it can continue to deliver 

its services.

We have considered the following in our work:

• How the Council ensures that it identifies all the significant 

financial pressures that are relevant to its short and 

medium-term plans and builds these into them;

• How the Council plans to bridge its funding gaps and 

identifies achievable savings;

• How the Council plans finances to support the sustainable 

delivery of services in accordance with strategic and 

statutory priorities;

• How the Council ensures that its financial plan is 

consistent with other plans such as workforce, capital, 

investment, and other operational planning which may 

include working with other local public bodies as part of a 

wider system; and

• How the Council identifies and manages risks to financial 

resilience, e.g. unplanned changes in demand, including 

challenge of the assumptions underlying its plans.



Dedicated Schools Grant

The government has in place a statutory override which has allowed Councils to exclude Dedicated Schools Grant deficits from their 

main revenue budgets, allowing Council’s to account separately for this in an unusable reserve. The current override has been 

extended to 31 March 2028, after which there is lack of clarity over extension or reform of the High Needs Block. Councils building 

large deficits would face significant financial instability if the override was removed. Reading’s in year DSG deficit was £15.5 million.

We acknowledge this is a risk to the Council, particularly if the current measures are ended. However, given this is applicable 

nationally to most Councils providing educational services and that Reading have identified the risk and put mitigations in place, this 

doesn’t in itself constitute a weakness in arrangements for the current financial year.

Forward look

The latest Performance and Monitoring Report was taken to the Policy Committee in September 2025, which reported the position as 

at the end of Q1. This shows an overspend of approximately £4.2 million. This is summarised as a gross variance of £12.6 million 

(£4.1 million in Adult Social Care and £6 million in Children’s Services), offset by £5.3 million of recovery plan mitigations. The Council 

expects to achieve 66% of the savings identified in the budgeting process, with 16% non-deliverable and 18% at risk of delivery. Both 

elements will likely contribute to a further challenging overspend by the year end.

The DSG position anticipates a deficit of £40.4 million by the end of the financial year to 31 March 2026 and £53.2 million the 

following year, should the underlying issues not be addressed.
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Reading Borough Council

Financial Sustainability
Key financial and 

performance metrics:

2024-25 

(£’000)

2023-24 

(£’000)

Planned surplus/(deficit), 

excluding HRA

Balanced Balanced

Actual surplus/(deficit), 

excluding HRA

(9,305) (6,099)

General Fund balance 8,905 8,394

Cumulative DSG deficit 24,903 9,404

Year-end borrowings 200,145 187,889

Year-end cash position 33,901 24,169



The 24/25 outturn suggests a £9.3 million adverse variance to 

Budget. Large budget deficits can be an indication of weakness 

in arrangements around financial sustainability.

Risk of significant weakness

Budget deficit 2024/25
Risk that value for money arrangements may contain a significant weakness linked to Financial Sustainability

1

We performed the following procedures:

1. Consider the Council’s arrangements and structures to

monitor and deliver a balanced budget;

2. Understand the process for identifying savings and other

available levers to the Council;

3. Review recent budget monitoring and performance

throughout the period to date; and

4. Conduct interviews with senior management to understand

the feasibility of on-going recovery plans and measures to

support financial sustainability.

Findings

The Council set a balanced budget for the 24/25 financial year with 

total assumed savings in the budget of £8.5 million. As at end of 

24/25, 73% of the total identified savings were achieved with an 

adverse net variance of £9.3 million. DSG deficit was £24.9 million 

which is lower than the estimate of £26.5 million per 24/25 MTFS. 

This gives us assurance that management recognised the scale of 

DSG appropriately. At 31/3/25 the Council has total general fund 

reserves of £49 million.

The 25/26 budget is balanced by an overall £3.9 million assumed 

draw down on earmarked reserves. We inspected the latest report 

taken to the Policy Committee in September 2025, which reported 

an overspend of approximately £4.2 million. Whilst the financial 

position is in financial pressure the Council does acknowledge the 

risk and has identified financial pressures as a significant risk, 

which drives regularly performance monitoring.

Our response

Our findings
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Significant Value for Money Risk

Reading Borough Council

Conclusion

Based on the findings above we have not identified any 

significant weaknesses in arrangements.

The Council is also looking for savings to bring the deficit 

under control and is regularly monitoring the position.

The situation with Reading Borough Council is not unique 

and many other authorities are in a similar financial position. 

We recognised the financial pressure as significant risk over 

the financial sustainability but do not consider this is a 

significant weakness as this risk is acknowledged and 

monitored by the Council with clear action plan to bridge the 

gap.



Conclusion on arrangements for improving economy, efficiency and effectiveness

Our risk assessment procedures identified a risk of significant weakness in the area of improving economy, efficiency and 

effectiveness. This is due to the procedures performed during our risk assessment identifying the Council to have appropriate and 

effective processes in place.
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Assessing Value for Money and Opportunities for Improvement

The Council had a target of £7.5 million regarding cost savings for the financial year 24/25. In the Savings and Recovery Tracker, 

reported within the Quarter Performance Report (Policy Committee, July 2025), £5.5 million were delivered by 31 March 2025. This 

compares to £5.3 million savings planned in 23/24 of which the Council achieved £4.2 million.

Cost saving performance is part of the regular reporting to the Council and Corporate Management Team, which allows the Council to 

assess the level of value for money being achieved. The Policy Committee also provide additional oversight and budgets are 

reviewed and managed on a regular quarterly basis through key performance indicators reported, with any expected significant 

variances escalated.

Monitoring of Performance of Services

Performance reporting and monitoring of efficiency plans has not changed significantly since our previous report, with reporting lines 

and documentation in line with other similar local authorities. We have reviewed the in-depth reporting. The Audit & Governance 

Committee review the Strategic Risk Register quarterly and Council also have oversight of the position annually through the Budget 

and the associated Chief Finance Officer’s Report on the Robustness of the Council Budget.

The Corporate Plan also includes performance measures, key projects and initiatives and other non-financial metrics which also are 

reported to the Policy Committee as part of the Quarterly Performance and Monitoring Report. All collated information is subject to 

initial scrutiny by the CMT.

Reading Borough Council

Improving economy, efficiency and effectiveness
How the Council uses information about its 

costs and performance to improve the way it 

manages and delivers its services

We have considered the following in our work:

• how financial and performance information has been used

to assess performance to identify areas for improvement;

• how the Council evaluates the services it provides to

assess performance and identify areas for improvement;

• how the Council ensures it delivers its role within

significant partnerships and engages with stakeholders it

has identified, in order to assess whether it is meeting its

objectives; and

• where the Council commissions or procures services, how

it assesses whether it is realising the expected benefits.



Benchmarking

The Council operates limited benchmarking activities on a case by case basis and review national benchmarking performed by the 

Chartered Institute of Public Finance and Accountancy (CIPFA) and the Local Government Association (LGA). We will explore this 

area further as part of our overall conclusion.

We have reviewed the CIPFA outputs for the Council. Current benchmarking on the CIPFA Financial Resilience Index is based on 

2023-24 data, however we expect the inputs to be similar for 24/25 and its indicators of financial stress suggest the authority is 

generally lower-medium risk compared to its Nearest Neighbours and other Unitary Authorities. The Council’s ‘Level of Reserves’ 

metric has deteriorated per the Index and is no longer considered ‘Lower Risk’.

View from the regulators

The Council is subject to a number of inspections by the regulator. The latest Children’s services inspection from Ofsted was received 

on 22 April 2024, however picks up a theme of a number of years, whereby the Children’s services are assessed as ‘Requires 

improvement to be good’. Our investigation into this matter in 23/24 showed evidence of improvement in this area and we concluded  

it was not a significant weakness.

However, a ‘joint area child protection inspection’ was carried out by Ofsted and partner organisations in March 2025, which states 

significant weaknesses were identified in the multi-agency approach to prevention, help and support for children and their families 

who are victims of domestic abuse in Reading.

Additionally, a recent judgment by the Regulator of Social Housing released in April 2025, rated Reading’s services as C3, which 

suggests ‘serious failings’ and ‘significant improvement’ is needed.

Since our risk assessment, there has also been a report issued by the CQC with a status of ‘Requires Improvement’. We have 

considered the arrangements in place regarding the issues identified within our significant risk area overleaf.
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Reading Borough Council

Improving economy, efficiency and effectiveness
How the Council uses information about its 

costs and performance to improve the way it 

manages and delivers its services

We have considered the following in our work:

• how financial and performance information has been used

to assess performance to identify areas for improvement;

• how the Council evaluates the services it provides to

assess performance and identify areas for improvement;

• how the Council ensures it delivers its role within

significant partnerships and engages with stakeholders it

has identified, in order to assess whether it is meeting its

objectives; and

• where the Council commissions or procures services, how

it assesses whether it is realising the expected benefits.



Risk of significant weakness

Regulator reporting identified weaknesses
Risk that value for money arrangements may contain a significant weakness linked to Economy, Efficiency and Effectiveness

2

The recent challenging reporting from Ofsted and the 

Regulator of Social Housing indicates that there is a risk 

that the Council does not have in place adequate 

arrangements to achieve economy, efficiency and 

effectiveness of services in the period.

We performed the following procedures:

1. Considered the recent reports and the underlying issues 

identified;

2. Investigate and challenge management as to the drivers 

behind the reports and arrangements currently in place; and

3. Understand management’s response to the reports, the 

action plan and future proposed arrangements.

Findings

A Joint Targeted Area Inspection (JTAI) identified significant 

weaknesses in the multi-agency approach to prevention, help and 

support for children and their families who are victims of domestic 

abuse in Reading.

We have reviewed the papers and progress report taken to Audit 

Social Care, Children’s Services and Education Committee and 

confirmed a detailed action plan is in place, with progress closely 

monitored following the publication of the inspection report in May. 

We do not consider this is a significant weakness in improving 

economy, efficiency and effectiveness as the Council has a 

detailed plan in place and monitor the implementation of action 

plan on a regular basis.

However, we consider this as a significant weakness in 

governance because there was no evidence of the Council 

identifying and attempting to mitigate the risks in advance of 

receipt of the report. Hence, we considered this is an indication of 

lack of scrutiny and consider it as a weakness in governance.

We inspected the reports from the Regulators of Social Housing 

where a C3 rating was given due to the concerns regarding areas 

such as health and safety and transparency.

Our response

Our findings
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Significant Value for Money Risk

Reading Borough Council

Following our inspection of reports taken to the Housing, 

Neighbourhoods and Leisure Committee we concluded that 

although there were weaknesses identified in the inspection, 

RBC had already identified the majority of the issues and had 

active action plans in place at the time of the visit. Delivery 

against these action plans has been monitored at each 

committee.

We also inspected the CQC inspection report regarding adult 

social care and the council’s risk register. We confirmed that 

the Council have identified and attempted to mitigate the risk in 

advance of the report.

Conclusion

We do not consider there is a significant weakness in improving 

economy, efficiency and effectiveness as we have seen action 

plans the council have in place and evidence for monitoring the 

implementation of action plans.

However, we have determined that there was a significant 

weakness in governance as we do not see evidence of the 

Council identifying and attempting to mitigating risks in advance 

of the JTAI report. We are however happy that the action plans



Conclusion on governance arrangements

We did not identify a risk of significant weakness relating to governance during our initial risk assessment phase. 

However, we updated this risk assessment in light of reports subsequently received from key regulators:
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• A report from Ofsted and the Joint Targeted Area Inspection (JTAI) was issued on 6 May 2025. This was an inspection of the 

Brighter Futures partnership, carried out by inspectors from Ofsted, the Care Quality Commission (CQC), His Majesty’s 

Inspectorate of Constabulary and Fire & Rescue Services (HMICFRS) and His Majesty’s Inspectorate of Probation (HMIP). An 

improvement notice was issued on 31 July 2025, and a DfE Improvement Advisor was appointed to oversee progress against the 

highlighted areas for improvement

• The regulator of social housing issued a regulatory judgement on 30 April 2025 resulting in a C3 grading. The report highlighted 

serious failings in delivery of the outcomes of the consumer standards.

• The Care Quality Commissions issued its Local Authority Assessment on 10 October 2025 which gave a ‘requires improvement’ 

grading.

We have reviewed these reports and discussed the findings and Action Plans with key Council Executives.. We have concluded that 

there is a weakness in underlying governance in the financial year, as , although some of the issues highlighted in the reports were 

known and being managed, many were not. We have therefore made a recommendation regarding a review of the underlying risk 

management and escalation arrangements.

Approach to identifying, monitoring and management of risk

The Council’s guiding governance document is the Constitution. This is built on with the Council’s risk management policy and 

procedure, which further formalises the risk management structures within the authority and cements its approach to risk assessment.

There are five levels of risk register operated within the Council, the highest being the Strategic Risk Register. A 5 x 5 scoring matrix 

is used by the Council to score risks on the Strategic Risk Register (Impact x Likelihood). The Strategic Risk Register has 11 risks 

identified, the mostly highly rated include: inability to deliver a balanced budget, SEND provision, climate mitigation, cyber risk and 

safeguarding of vulnerable adults and children. Our review of the risk register found that this was sufficiently detailed to effectively 

manage key risks and we identified evidence of review within the Audit & Governance Committee throughout the year.

Given the recent Ofsted report referenced later in the report, it is positive that the Council had already recognised this on the Risk 

Register. The risk had reduced since Q4 23/24 from 16 to 9, however since the recent inspection the risk has moved back to 16, 

recognising the outcome and need to deliver the improvement plan. There were actions in place before the report was issued in order 

to continue to reduce the risk.

Reading Borough Council

Governance
How the Council ensures that it makes 

informed decisions and properly manages its 

risks.

We have considered the following in our work:

• how the Council monitors and assesses risk and how the 

body gains assurance over the effective operation of 

internal controls, including arrangements to prevent and 

detect fraud;

• how the Council approaches and carries out its annual 

budget setting process;

• how the Council ensures effective processes and systems 

are in place to ensure budgetary control; to communicate 

relevant, accurate and timely management information 

(including non-financial information where appropriate); 

supports its statutory financial reporting requirements; and 

ensures corrective action is taken where needed, including 

in relation to significant partnerships;

• how the Council ensures it makes properly informed 

decisions, supported by appropriate evidence and allowing 

for challenge and transparency; and

• how the Council monitors and ensures appropriate 

standards, such as meeting legislative/regulatory 

requirements and standards in terms of management or 

Board members’ behaviour.



Fraud, Laws and Regulation and Officer compliance

The effectiveness of internal controls is monitored by the Audit & Governance Committee, through 

reporting from Internal Audit and Counter Fraud. The programme of work for each organisation is 

approved at the start of the financial year by the Audit & Governance Committee, following input 

by the CMT. Any recommendations raised by Internal Audit or the Counter Fraud teams are 

reported to the Audit & Governance Committee. Our review of the Audit & Governance Committee 

papers confirmed that there were appropriate discussions and follow up of recommendations for 

both Internal Audit and Counter Fraud.

The Council retains a suite of policies (in line with other comparable local authorities), which 

clearly outline the expected behaviour of Councillors and officers in relation to areas such as Staff 

and Councillor Codes of Conduct and Members’ Allowances. Specific guidance is in place for 

teams and managers via standards of behaviour for these roles. Overall compliance with 

legislation, laws & regulations are monitored by management. The authority has a dedicated 

Whistleblowing email and includes guidance on conflicts of interest and gifts & hospitality in the 

Code of Conduct.
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Internal audit

We noted in the Annual Assurance report from Internal Audit that the majority of the reports issued 

in year have reasonable assurance. There are three reports with limited assurance, which found 

evidence of improvements required to controls around Residents Parking Enforcement, 

Commercial Properties (rent roll) and Supporting Living tendering. Whilst important to consider, 

we do not think that these reports alone amount to a significant weakness in overall governance.

View from the regulators

The Council is subject to a number of regular inspections by the regulator. We have considered 

the outcomes of these reports in economy, efficiency and effectiveness and concluded that there 

is a significant weakness in governance in the financial year, due to some of the issue identified in 

the report pertaining to Brighter Futures for Children having not been identified by the council prior 

to the inspection.

Reading Borough Council

Governance

2024-25 2023-24

Control deficiencies reported in the Annual Governance Statement None None

Head of Internal Audit Opinion Reasonable Assurance Limited Assurance

Ofsted rating Children’s Services - Requires 

improvement

Children’s Services - Requires 

Improvement

Care Quality Commission rating Requires improvement No overall rating – individual services rated 

as ‘Good’



The recommendations raised as a result of our work in respect of the significant value for money weakness in the current year is as follows:
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Value for Money: Recommendations
Reading Borough Council

# Issue, Impact and Recommendation Management Response/Officer/Due Date

1 Issue

A Joint Targeted Area Inspection identified significant weaknesses in the multi-agency approach to prevention, help and support for 

children and their families who are victims of domestic abuse in Reading.

While we appreciate that some of the issues identified were known by the Council and were being worked upon by the Council, some 

of them were not, which raises questions regarding the underlying monitoring arrangements and escalation of risk.

We note that the Council have responded well to the findings of the report, and a detailed action plan is in place to respond to the 

findings and this is being effectively monitored with effective governance arrangements supporting the action plan..

We also note that Brighter Futures has recently transferred back into the Council from October 2025 and the detailed action plans are 

being effectively monitored.

Impact

A lack of effective oversight may lead to the Council failing to deliver services efficiently. This could also expose the Council to 

increased financial pressures and result in significant legal or reputational consequences.

Recommendation

We recommend that the Council::

• continue to implement the agreed action plan and closely monitor progress against the plan;

• Revisit their arrangements in light of the report to understand how issues raised were not highlighted, risk assessed and escalated 

sooner and in advance of the report being issued

• Use the findings from this review to look across to other services across the Council that may have similar failings that are 

continuing without the appropriate scrutiny or support

During November 2025, the Council received the first monitoring visit since the 

Joint Targeted Area Inspection (JTAI) in March 2025. This visit was carried out in 

line with the inspection of local authority children’s services (ILACS) framework.

The monitoring visit noted there has been a strengthened focus and effective 

action by senior leaders and others to start to address the areas of concern and 

weakness identified in March 2025. Progress is being made in implementing a 

multi-agency improvement plan and a service development plan. This is 

beginning to have a positive impact on addressing concerns. The introduction of 

assessment teams as part of this improvement work has required the financial 

backing of corporate and political leaders. Although recent, this is beginning to 

support improvements in the manageability of some social workers’ caseloads 

and is supporting improvements in the timeliness and quality of work with 

children. However, further progress is needed to improve consistency in practice 

and embed change, to ensure all children have the right help at the right time.

The Council will continue to work on improvements and implement the agreed 

action plan.

The recent transfer of Brighter Futures for Children back into the Council from 

October 2025 reinforces the Council’s governance process to identify any issues 

as soon as possible so that any mitigating action can be put in place.

Officer Responsible:

Director of Children's Services 

Due Date: 31/3/26



Below we have set out our findings from following up recommendations raised in respect of significant weaknesses identified in prior periods:
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Value for Money: Recommendations
Reading Borough Council

# Issue, Impact and Recommendation Management Response/Officer/Due Date Update as of October 2025

2 Issue

As part of the financial statements audit and internal audit’s annual assurance report, deficiencies 

were found in the Employee Gifts & Hospitality and Declarations of Interest register.

Impact

The Council may be vulnerable to conflicts of interest. There is a risk of undue influence over 

decisions where undeclared interests, gifts or hospitality are not identified. This also exposes the 

Council to accusations of undue influence, where decisions are made without these 

considerations, regardless of whether this has or has not been exercised.

Recommendation

The Council should apply a more rigorous approach to declarations of interests and gifts & 

hospitality, with centralised and regularly updated/reviewed registers.

To ensure these are kept up-to-date, these could be tracked through the Audit and Governance 

Committee.

The Council will review and improve the arrangements for 

managing Employee Gifts & Hospitality and the 

Declarations of Interest register. Progress on 

implementing audit findings will continue to be included in 

regular performance reports to the Audit and Governance 

Committee.

Officer: Monitoring Officer 

Due Date: 31/3/25

The Council has updated its Gifts and Hospitality Policy 

which is available on the Council’s intranet site. New 

processes are in place and communicated to all staff.

We have obtained the recent internal audit report which 

suggests inconsistency still remains. Hence we keep this 

recommendation open.
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