
 

 

ANNEX 4 
 

COUNCIL MEETING – 26TH FEBRUARY 2026 
 

AGENDA ITEM NO. 4 (4) 
 

GENERAL FUND BUDGET 2026/27 &  
MEDIUM TERM FINANCIAL STRATEGY 2026/27 to 2029/30 

 
A report from the meeting of the Cabinet held on 10th February 2026 
 

 
SUMMARY AND RECOMMENDATIONS: 
 
This report sets out the draft General Fund Budget for 2026/27 and Medium-
Term Financial Strategy (MTFS) up to 2029/30. The MTFS sets out the financial 
context of the council in the next two years and beyond into the new council after 
Vesting Day on 1st April 2028. The council’s revenue deficit within the MTFS is 
ongoing with depleting reserves. This will require careful management and clear 
communication to the new council as early as possible to agree actions in 2027/28 
in preparation to join the new council. 
 
The Council is recommended to approve the following: 
  

1. the Medium-Term Financial Strategy & the strategy set out in this report to 
mitigate the 2026/27 and 2027/28 MTFS deficit.  

2. General Fund Revenue Budget Estimates Summary 2026/27 Appendix 1.  
3. the Council Tax Requirement of £8,324,717 for this Council.   
4. the Council Tax level for Rushmoor Borough Council’s purposes of £246.87 

for a Band D property in 2026/27 (an increase of £7.17).   
5. the Capital Programme as per Appendix 1; and 
6. The Strategy for the Flexible use of Capital Receipts as per paragraph 3.16 

below. 
 

 
 
1. INTRODUCTION  
 
1.1. The Budget is a major decision for Rushmoor Borough Council (The Council) 

and setting a balanced budget is a statutory requirement. Scrutiny of these 
budget proposals demonstrate transparency and good governance. This report 
provides a summary of the revenue and capital budget proposals for 2026/27 
and a medium-term financial forecast.  

 
1.2. This is a key decision because it is likely to result in the Council incurring 

expenditure or making savings which are significant in as much as they will 
have a material effect on the level of council tax, balances or contingencies in 
relation to the Council’s overall budget. 

 



 

 

2. BACKGROUND AND EXECUTIVE SUMMARY 
 

2.1. The council has a statutory duty to prepare a rolling 4-year Medium Term 
Financial Strategy (MTFS), although it has only two years remaining before 
being absorbed into a new unitary council. This is therefore the last budget and 
MTFS that this council will approve without external oversight in compliance 
with the Structural Change Order (SCO) expected in the summer / autumn of 
this year (2026) and subsequently the conditions set out in a Section 24 
Direction. The government (MHCLG) has set out expectations of the council 
prior to the SCO that directly affect the council’s considerations when approving 
this revision of its MTFS. 
  

2.2. Before the Section 24 Direction is received, the government recognises that the 
council will continue to deliver essential services and that statutory duties such 
as those relating to the Best Value Duty and setting a balanced budget remain 
unchanged. It expects decisions regarding ongoing service delivery and the 
MTFS to not compromise the future sustainability of the new council and that 
councillors and statutory officers be cognisant that decisions taken now could 
fetter the future decisions of the new council and to act accordingly. 
 

2.3. Examples of those decisions include but are not limited to the sale of significant 
assets, construction or investment in assets, transfer of local assets, entering 
into new contracts for service delivery including leisure and IT procurement, 
major service restructures, undertaking job evaluation, permanent 
appointments to senior positions, increasing borrowing, spending of reserves, 
and major changes to arrangements such as the local council tax support 
scheme and council tax exemption scheme. These examples are explicitly 
relevant to this council’s proposed plans.  
 

2.4. The expectation is that the council will continue to operate in accordance with 
the plans set out in the currently approved MTFS (February 2025) and Financial 
Recovery Plan and defer the implementation of any significant changes to 
service delivery other than where this would cause a gap or cessation of a key 
service or impact the council’s ability to achieve financial sustainability. 
 

2.5. Once the Section 24 Direction is received it will impose a requirement to obtain 
consent from the new council Executive in respect of a wide range of matters 
of public interest, effectively this will constrain the activities, expenditure and 
published plans of the council in the period to Vesting Day (1st April 2028) and 
become  part of the council’s proper decision-making process including 
amendments to the council’s Financial Procedures Rules. 
 

2.6. The current year’s 2025/26 approved budget and MTFS is in deficit, supported 
by a Financial Recovery Plan (FRP) that was agreed in October 2024 and 
revised in February 2025. The current years’ required budget reduction (i.e., 
revenue savings £1.784m) has been achieved, through mostly short term/one 
off savings. The council had planned to identify at least a £2m net budget 
reduction predominantly from the £14m staffing budget. The service review 
process did get underway during the year, and it very quickly became clear that 
the council does not have the capacity or advantage of scale to achieve a net 



 

 

£2m budget reduction within a sensible payback period without a significant 
impact on service provision within the two remaining years of operation prior to 
reorganisation. That would not be in the public’s interest or aid organisational 
stability during such a period of change. Furthermore, as part of the new council 
there will be significant economies of scale available to achieve efficiency 
savings and minimise adverse impact on service levels and reduce the risk of 
costly staff exits. In observance of the government’s expectations, it is 
appropriate for the new council to align services with its priorities, and the 
ongoing structural deficit can be addressed at that point.  
 

2.7. The proposed 2026/27 MTFS therefore has an ongoing recurrent annual deficit 
going beyond Vesting Day. This a significant matter that must be brought to the 
attention of the new council’s Shadow Executive as soon as possible this year 
to agree actions ahead of the February 2027 budget and MTFS approval (i.e., 
the Shadow Council year).  

 
2.8. The 2026/27 budget and revised MTFS is set out in detail in appendix 1.  

 
2.9. Without any ongoing mitigation (i.e. capital receipts or expenditure reductions) 

the council cannot rely upon reserves alone to set a legally compliant budget in 
the remaining two years of the council, i.e., the 2026-2028 deficit is £4.813m 
(including supplementary expenditure) drawing from an available £5.147m 
estimated reserve resulting in £334k of reserves available to fund a certain, but 
not yet fully ascertained, additional recurrent expenditure in 2027/28 of circa 
£500k to £1m identified in appendix 1 as risks. In addition, the council is 
proposing to progress the Farnborough Leisure Centre with a net revenue 
expenditure impact in the short-term 2026-2028 of £806k, including additional 
borrowing interest and Minimum Revenue Provision (MRP). The projected 
revenue position in respect of the Leisure Centre improves considerably in the 
period after 2028 to provide net income. 
 

2.10. In mitigation, the council is relying upon the sale of some assets to be 
completed in 2026/27 to reduce borrowing costs and drawdown of reserves of 
£3.05m between 2026-2028. With the planned asset sales, the council is 
projecting to have £3.384m useable reserves on Vesting Day, as mentioned 
above, before taking account of significant likely additional costs of between 
£500k to £1m in 2027/28 relating to property and waste contract matters that 
have not been sufficiently concluded at this stage to include in the budget 
estimates, and the additional revenue expenditure impact of the new 
Farnborough Leisure Centre. 
 

2.11. There are sufficient reserves to set a balanced budget this year and to cover off 
risks in the next two years, dependent upon the timely achievement of the 
capital receipts. The proposed MTFS is therefore focused on delivering the 
Corporate Plan priorities and getting the council ready for transition to the new 
council rather than further implementation of the service review resulting in a 
level of service reductions and therefore the MTFS does not include an ongoing 
revenue savings target other than the sale of assets to reduce borrowing costs. 
Should there be any further slippage in the timing and value of capital receipts 



 

 

during 2026/27, the council will have to compensate by an appropriate level of 
in year expenditure reductions.  
 

2.12. The council has had an unplanned underspend on its budget in the last three 
years and expects to do so again this current year 2025/26 as reflected in the 
numbers in Appendix 1. The challenges within the service budgets have been 
set out clearly over the last two years, and progress on accurate service 
budgeting and forecasting has proven challenging due to an unpredictable and 
volatile environment making accurate financial forecasting challenging for 
service management who are provided with a high level of financial autonomy. 
The overall level of over budgeting has been reduced incrementally in the last 
two years by identification of savings based upon outturn figures. This process 
will happen again in May 2026 once the outturn for 2025/26 is finalised.  
 

2.13. The council has a detailed insight into its ongoing service revenue budget 
challenges and areas of financial weakness through a robust MTFS supported 
by regular in year financial progress reports. The MTFS demonstrates a very 
strong consistency and continuity in the council’s strategic financial 
management flowing through consecutive MTFS revisions and reviews 
resulting in no surprises. The October 2025 Mid-Year review identified and 
quantified progress on capital receipts, savings and key risks. These have been 
fully reflected within the current MTFS.  
 

2.14. The council has benefited from a better-than-expected three-year Financial 
Settlement from the government, and this gives a level of certainty on that 
significant income stream and moves away from the one-year settlements in 
previous years. The full detail of the numbers is demonstrated in appendix 1 
slide 17 “Central Government support, Council Tax and retained Business 
Rates”.  The level of council tax being assumed is the maximum increase 
permissible under the government’s 2.99% increase referendum limits. The 
Finance Settlement assumes the council will apply this uplift in the fair funding 
calculations.  
 

2.15. Business Rates (NNDR) continues to be an important element of the funding 
envelope for local councils. Despite its importance, the figure that the Council 
can reliably enter into the MTFS is contingent on a number of elements that 
require forecast and mitigation action. In any year the figure retained is the sum 
of what local businesses pay, less what must be paid back following successful 
appeals and a final assessment made as to how the total sum must be 
distributed between Councils and the Government. For 2026/27 the main 
elements of the system have all been updated. Every business has received a 
new rateable value (a revaluation) and the formula for retaining or paying over 
rates collected has been revised and the thresholds used reset. This has made 
this year’s estimates difficult to forecast and must present a more significant 
risk of variation than in previous years due to the amount of change in the 
system. At the point of writing the report the Government were announcing 
further amendments to this year’s changes to assist particularly the hospitality 
sector which may in turn impact the final figures. One of the upsides of a 
revaluation is the effect of a line being drawn under the period for appeals 
against previous valuations and thus risk of backdated refunds being paid. This 



 

 

has created a one-off opportunity to reduce the risk provision for old appeals 
which is reflected in appendix 1 slide 17. 

 
2.16. Work on the Financial Service capacity and capability has been ongoing. The 

team has now got 4 senior qualified and experienced Chartered Accountants 
since February 2025, compared to two in September 2023 which included an 
interim S151, both with short tenure. Significant progress has been made (with 
net favourable financial benefit) on resolving the 4-year backlog of unaudited 
accounts, the council’s published Financial Statements up to date, and the audit 
concluded. The council is now benefiting from a deep insight into and 
management of its significant need to borrow, minimising the net borrowing 
cost, and has a much tighter control over the various capital projects’ financial 
impact on the revenue budgets (i.e., Union Yard, Aldershot Crematorium, 
Farnborough Civic Quarter, Alpine Centre Ski Slope, The Meads Shopping 
Centre).  
 
Role of the Chief Finance Officer and Section 25 Report 
 

2.17. The council’s Chief Finance Officer (Section 151 Officer) has a statutory duty 
to set out his justification for the robustness of the estimates included in the 
budget and the adequacy of the financial reserves in a Section 25 report 
(appendix 3) to accompany this budget report. The Act requires councillors to 
have regard to this Section 25 report in making decisions at the Council’s 
budget setting and council tax setting meeting(s).  

 
2.18. The council’s Chief Finance Officer (Section 151 Officer) has a statutory duty 

to consider the requirement to issuing a Section 114(3) Notice, where in his 
view, the current or future expenditure of the authority incurred (including 
expenditure it proposes to incur) in a budget year is likely to exceed resources 
(including sums borrowed) available to it to meet that expenditure. A S114(3) 
Notice is extremely serious and has far-reaching implications for the Council. It 
requires the Council to cease all non-essential expenditure and reduce 
operational and service delivery costs immediately. That said, the council 
cannot go into Administration or Liquidation as it is backed by government and 
taxation. This means all contracts in flight and creditors are secure, staff will 
continue to be paid and deliver statutory services, particularly to the vulnerable 
and homeless.  
 

2.19. As proposed in this report, the council can balance the 2026/27 General Fund 
budget, with the use of reserves, avoiding the issuing of a S114(3) in this 
financial year. However, the ability to resolve the MTFS deficit is also a S114(3) 
consideration in respect of the wider financial sustainability and reserves 
position, and this is much more challenging to assess in respect of the key 
significant financial assumptions. The MTFS and related risks will be kept under 
constant review during the year and will be brought to the new council’s 
attention at the earliest opportunity to draw attention to the 2028/29 financial 
projection, which otherwise will, based upon these projections, require a 
S114(3) if the council were delayed or not to be absorbed into a new council on 
1st April 2028.    

 



 

 

3. Medium term Financial Plan 2025/26 to 202829 
 
3.1. The role of the council’s financial planning process, underpinning the MTFS, is 

to support the achievement of the Council Plan. The adopted Council Plan is 
the medium-term strategic policy document which sets out the general 
direction, key priorities and activities for the council and informs the use of its 
resources. 
 

3.2.  The MTFS also supports all other council strategies, such as the Capital 
Strategy and the Treasury Management Strategy. It acts as the framework 
linking the council's more detailed service plans, asset management plans and 
capital plans with the longer term, to help ensure that the council's plans are 
financially achievable. 

 
3.3. The 2026/27 budget and MTFS has been set in the context of the current Local 

Government Reorganisation on the basis that the council will be absorbed into 
a new council on 1st April 2028 and is able to balance its budget and MTFS 
without external financial assistance prior to that date. It is also set within the 
context of the national economy, and the public expenditure plans detailed in 
the government’s Spending Review and national legislation. The council needs 
to plan over the medium term for an increase in financial risk and year on year 
volatility. The economic outlook remains unclear, and it remains important that 
the council has a level of reserves that allows it to withstand unanticipated 
financial impacts of future developments at a local and national level.  

 
3.4. The council’s MTFS ending 2029/30 has been updated to include the latest 

General Fund assumptions and projections including the use of reserves to be 
drawn upon to meet the MTFS budget shortfall. This report sets out the ongoing 
material financial pressures, risks and uncertainty which remain on a significant 
scale. The latest MTFS projections show an estimated total cumulative gross 
budget shortfall, before compensating measures, over the four-year period of 
£11.94m 2026/27 to 2029/30. Planned asset disposals will reduce this to 
£3.962m. The report discusses these and other strategies for addressing the 
financial challenges to protect vital services and enable the council to achieve 
Vesting Day with an appropriate level of reserves remaining. The MTFS 
summary is set out on Appendix 1. 
 
 
 
Earmarked Reserves 
 

3.5. A detailed schedule of all useable revenue earmarked reserve movements and 
balances is on Appendix 2. 
 

3.6. The 2026/27 budget includes £400k of funding to support supplementary 
approvals in respect of legal, finance and planning expenditure that may not be 
managed within existing budget, such as Interim professional capacity, advice 
and consultation. The council’s Local Plan is due to be revised as a project over 
the next two years and will require funding to resource surveys and relevant 
consultations. Therefore, Members are requested to delegate authority to 



 

 

commit any spend to the Senior Leadership Team in consultation with the 
relevant Portfolio Holder. 

 
3.7. In addition, the budget also includes a schedule of activity to deliver the Council 

Delivery Plan priorities amounting to £237k to be funded as one off activities 
from useable reserves. The detail is listed on a schedule in appendix 1. 
Members are requested to delegate authority to the Senior Leadership Team in 
as per the schedule.  
 
Treasury Management Strategy 
 

3.8. The council as part of its previous strategy for funding prior year capital 
programmes will have a need to borrow £149m by the end of 2026/27 before 
the application of capital receipts, this will be borrowed from other local 
Authorities and the Public Works Loan Board (PWLB), except for where the 
Council can use its own surplus cashflow to avoid external borrowing. The 
council will have £74m of external borrowing mature during 2026/27 that will 
have to be replaced with new borrowing.  

 
3.9. The council’s chief objective when borrowing is to strike an appropriately low 

risk balance between securing low interest costs and achieving cost certainty. 
The 2026/27 MTFS assumes an interest rate of 4.5%. The council’s treasury 
advisors recommend a strategy to extend borrowing maturity towards 5-year 
maturity, with the expectation that the rates will settle at 4.5% as can be seen 
on the interest projection slide on appendix 1. 
 

3.10. Treasury management operation is monitored and managed daily, with a 
strategic officer oversight panel reviewing market forecasts against the 
borrowing and cashflow forecasts. The Finance Portfolio holder will be briefed 
regularly on the overall position and strategy going forward. Audit and 
Governance Committee receive quarterly updates.  

 
Capital Programme 
 

3.11. The council’s Capital Strategy and Capital Programme are considered over 
multiple years.  The Strategy provides the framework for the Council’s capital 
expenditure and financing plans to ensure they are affordable, prudent, and 
sustainable over the longer-term.  The detailed capital programme and funding 
strategy is on appendix 1. 
 

3.12. Work on scoping the cost of a leisure centre on the Civic Quarter site is still 
underway and nearing completion. A proposal will be considered by Cabinet in 
March 2026. The budget proposals do not include any assumptions on the 
revenue impact of the proposal at this time, and the budget and Treasury 
Management Strategies will have to be adjusted at the point Cabinet decide to 
recommend to Full Council on proceeding to RIBA stage4/build contract.  
 

3.13. Refurbishment of the Aldershot Crematorium was completed this year and is 
now in operation with the revenue implications adjusted within the budget.  

 



 

 

3.14. The Capital Programme includes £800k per year supporting the refurbishment 
of the council’s-built estate, funded from anticipated long leasehold capital 
receipts. All expenditure against this budget will require a business case and 
cabinet approval, unless it is under the Cabinet delegated limit (ELT approval). 
The funding must also be secured prior to the expenditure being incurred.  
 

3.15. The forward programme now includes £200k per year funding to refurbish 
playgrounds across the borough. This recognises that many playgrounds are 
nearing end of useful life and incurring increasing emergency maintenance 
costs. Refurbishment will be funded from existing capital receipts.  
 
Flexible use of Capital Receipts 
 

3.16. In 2022 the Government issued a new directive under the Local Government 
Act 2003 which allows flexibility regarding the use of capital receipts from sale 
of non-housing assets to fund revenue costs of service reform. This applies to 
capital receipts that meet the statutory definition and have been received since 
April 2016. The provisional finance settlement has extended this directive to 
end in 2030. 
 

3.17. Where the council incurs costs to make significant changes to its service 
provision including efficiencies, the Flexible us of Capital Receipts Directive 
avoids pressure on revenue reserves by using capital receipts and makes the 
required council resolution to enable this to be done. It is the Council’s proposed 
strategy for 2026/27 to use capital receipts for certain revenue costs where 
these directly lead to the delivery of an ongoing revenue budget saving or 
efficiency gain, including service review. 
 
Council Tax Support Scheme (CTSS) 
 

3.18. The Council has a statutory duty to set out its Council Tax Support Scheme 
prior to 1st April of a new financial year. The CTSS has been monitored by a 
CTSS Group for several years, including monitoring the effects of welfare 
reform changes, the implications of Covid 19 on people’s employment and more 
recently further consequences of the cost-of-living crisis on those residents in 
receipt of CTS. The CTSS 2025/26 was recommended to Council under report 
FIN2501 adopting a full entitlement to CTS for qualifying individuals. The 
council is not proposing to change any of these terms, it aligns with our near 
neighbours and proposes that the current scheme remains unchanged. 

 
External review and oversight 
 

3.19. Given the financial situation, the Council has sought external perspectives on 
its financial plans and overall performance through a LGA Peer challenge and 
by commissioning CIPFA to undertake an independent review.  The outcome 
of these reviews has been reported to Council during 2024. Cabinet has 
established a cross-party Cabinet Working Group to be known as the ‘Financial 
Recovery Working Group’ with the primary role of overseeing delivery of the 
Financial Recovery Plan. The group has engaged an experienced local 
government finance specialist from CIPFA as an independent member.  



 

 

 
Alternative Options 

 
3.20. The council must produce and keep under review a MTFS that by its nature 

includes several assumptions and options to deal with a range of transactions 
and service delivery strategy. Where there are options, these have been 
brought out in the relative section of this report.  

 
Consultation 

 
3.21. All Members of the Council are invited to a budget briefing seminar prior to the 

February 2026 Full Council to discuss the budget proposals and the full budget 
report is available online. 

 
3.22. The Financial Recovery Working Group (FRWG) meet regularly to review 

progress in delivering the budget savings and effectiveness of the strategy to 
address the budget deficit. 

 
4. IMPLICATIONS 
 

Risks 
 
4.1. There are a range of risks associated with the delivery of the MTFS and plan to 

address the budget shortfall. A full schedule and analysis of risk is given on 
Appendix 4. A summary of the key risks over the MTFS period are included 
below:  
 

• Local Government Review delay beyond April 2028 will require significant 
budget savings to be implemented to address the adverse projections identified 
in this report.  

• Financial Statements disclaimed audit backlog to 2020/21 carries risk around 
impact on available reserves. Full audit assurance will not be achieved until the 
2026/27 financial statements audit is completed by audit deadline of February 
2029. There may be matters that affect the reserves identified at any point 
within this period.  

• Timing and value of capital receipts are a material element of achieving the 
budgeted reduction in borrowing interest and MRP and capacity to resource 
the work required has proven to be challenging for the council. Specific 
oversight is in place to assess the capacity and performance of this work.  

• Assumptions on interest rates may not materialise as planned. Securing cost 
certainty to Vesting Day is a key priority.  

• The airport planning application is a financial risk from the cost that could arise 
from any legal proceedings following the decision. This could be a significant 
revenue expense. 

• The Waste collection contract with Serco (circa £5m) negotiations to extend 
the contract have not been concluded. There are some significant cost and 
capital commitment risks associated with this contract that must be engaged 
with and understood as early as possible to enable any potential mitigation to 
be effective. A provision for cost risk has been included in the MTFS forecast. 



 

 

• Local Government Reorganisation capacity cost to prepare the council during 
2026/27 is budgeted at £300k. Work is now underway with the KPMG data Hub, 
the true capacity requirement will become clear by the end of April 2026. 

• There is an unsecured loan to Farnborough International Limited (FIL) of 
£6.482m due for repayment in tranches in the next three years. The financial 
stability of FIL is reviewed quarterly to understand their trading and cashflow 
position and the risk to the council. 

• Vacancy margin annual establishment savings target requires active 
management to achieve £400k, from staff turn-over.  

• There is a contingent liability on the grant funding for the Civic Quarter, One 
Public Estate, with a potential repayment of £0.8m if grant conditions are not 
met by 31st March 2027. In addition, the Rushmoor Development Partnership 
(RDP) holds £750k representing the council’s share of 50:50 development 
agreement costs on RDP balance sheet, if written off will be funded by useable 
revenue reserve.  

• If the divestment of Union Yard 82 PRS units is delayed beyond May 2026 there 
will be an unbudgeted cost of circa £44.5k per month consisting of council tax, 
utilities, service charge. 
 

  Legal Implications 
 
4.2. Section 151 Local Government Act 1972 requires the Council to make 

arrangements for the proper administration of their financial affairs and to 
secure that one officer has the responsibility for those affairs (the s151 officer).  
 

4.3. The Council’s legal duty to set a balanced budget is set out in section 31 Local 
Government Finance Act 1992, which provides that the Council must balance 
its expenditure with its revenue.  
 

4.4. Section 114(3) Local Government Finance Act 1988 requires that: “The Chief 
Finance Officer of a relevant authority shall make a report under this section if 
it appears that the expenditure of the authority incurred (including expenditure 
it proposes to incur) in a financial year is likely to exceed the resources 
(including sums borrowed) available to it to meet that expenditure.”  
 

4.5. The Council appears to be able to balance the 2026/27 General Fund budget, 
with the use of reserves, and therefore the Chief Finance Officer is not making 
a report under s114 at the current time. However, the MTFS projects a 
£11.94million deficit in the period to 31 March 2030. The position of the MTFS 
is more challenging to assess whether the Chief Finance Officer’s statutory 
obligation will become relevant and whether there will be a requirement to report 
in accordance with s114 in due course.  
 

4.6. The process for the issuing of a s114 report is set out in the Local Government 
Finance Act 1988. Section 115 provides that the Chief Finance Officer must 
consult in preparing such a report with the Council’s Head of Paid Service and 
the Monitoring officer. The Chief Finance Officer must provide a copy of their 
s114 report to the Council’s auditors as well as to every elected member of the 
Council. The Act provides that the Council must meet within 21 days and decide 
whether it agrees or disagrees with the views contained in the report and what 



 

 

action it proposes to take, including financial controls. There is a prohibition of 
incurring any expenditure under any new agreement, other than in respect of 
funding statutory services, between the date of the report and the Council 
meeting without the authority of the Chief Finance Officer.  

 
4.7. The Council must continue to act lawfully in making decisions on service 

delivery, regardless of any s114 report. There continues to be a requirement to 
conduct needs assessments, undertake consultation where appropriate, 
assess and have regard to equalities implications, and consider all other 
relevant considerations to inform their decisions about service delivery.  

 
4.8. What cannot and should not be underestimated is how precariously balanced 

the financial position currently is, and the implications of just one of the risk 
factors coming to fruition. It will be vital for officers to highlight to the s151 officer 
(via SLT) any early indications of risks developing into reality.  
 

 Financial Implications  
 
4.9. The priority focus on developing the longer-term FRP Service review has been 

affected by the need to participate in the development of the Local Government 
Review business plan, subsequent preparation for Vesting Day, development 
of the Corporate Delivery Plan priorities, changes within the senior leadership 
team and the impact of the administration moving to “no overall control”. The 
council’s officer capacity has been stretched to deliver continuity of services, 
ramp up work on preparing for the new council and ensure budget plans are 
delivered.  
 

4.10. The proposed 2026/27 revenue and capital budgets and the revised MTFS 
include many assumptions, supported by explanations of the risks and 
implications within the body of this report. From the S151 perspective the 
budget and MTFS has been set out on an even-handed basis without optimism 
bias or over prudence. The messages within this report are understandably 
challenging and not easy to accept or necessarily politically agreed with. It is 
very important regardless of perspectives that members and officers have 
confidence and belief in the budget projections and not to propagate alternative 
spending strategies without further testing and diligence. If necessary, the S151 
will seek external diligence on the budget and MTFS by engaging CIPFA as 
early as possible to complete a review and provide a third-party impartial view 
of the financial projections to ensure members have as much confidence as 
possible.  
 

4.11. The S151 has discussed the proposed budget and MTFS with the council’s 
external auditor, Ernst Young (EY). The 2024/25 Annual Audit report was 
presented to the Audit and Governance committee on 28th January 2026, and 
being consistent with the previous year’s report, raises concerns regarding the 
council’s progress on achieving financial sustainability and resolving its deficit. 
EY have a duty to consider if it is appropriate to raise a public interest report, 
with the very grave effect of overriding the democratic control of the council. EY 
have expressed a continuing concern and will be keeping the councils progress 



 

 

under review. EY attended a member only (i.e., no officers present) pre-meeting 
session of the committee on the 28th January to raise their concerns.  

 
Resource Implications 

 
4.4 As this report notes, the Council has a significant challenge ahead to prepare 

the council for Vesting Day and continue delivering services. The resource 
implications have been factored into the budget.   

 
 Equalities Impact Implications 
 
4.5 This report sets out several actions that will lead to changes to the services 

and provisions the Council provides for residents across the Council. These 
proposals are subject to further work and decisions in relation to the budget 
are reserved for Council.  
 

4.6 As a public body, the Council is required to comply with the Public Sector 
Equality Duty (PSED), as set out in the Equality Act 2010. The PSED requires 
the Council to have due regard to the need to eliminate discrimination, 
advance equality of opportunity and foster good relations between different 
people when carrying out their activities. Failure to meet these requirements 
may result in the Council being exposed to costly, time consuming and 
reputation damaging legal challenges.  
 

4.7 The Council must, therefore, ensure that it has considered any equality 
implications prior to decisions taken on proposals that will arise from the 
actions in the Financial Recovery Plan.  
 

4.8 An equality impact assessment has been completed and is available on 
request.  

 
5 CONCLUSIONS 

 
The Council can set a balanced budget with the use of reserves to Vesting Day. 
There is a £11.94million deficit over the MTFS term. To resolve this, the budget 
will require capital receipts to reduce capital charges in the revenue account 
whilst drawing down reserves to fund the balance of the deficit of £3.962m. The 
new council Executive will have to be informed of the MTFS position as early 
as possible before February 2027 Budget Council.  

 
 
 
 

CLLR GAYNOR AUSTIN 
FINANCE & RESOURCES PORTFOLIO HOLDER 
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APPENDIX 2 
 
Schedule of Earmarked Reserves 
 

Earmarked Reserves 

At 31 
March 
2024 

At 31 
March 
2025 

Forecast  
31 
March 
2026 

Forecast  
31 
March 
2027 

Forecast  
31 
March 
2028 

Forecast  
31 
March 
2029 

Forecast  
31 
March 
2030 

  £'000 £'000 £'000 £'000 £'000 £'000 £'000 
Reserves available to fund deficit        

Total: Revised useable reserves  (11,263) (10,517) (9,608) (5,147) (5,497) (1,828) (897) 

        
Reserves supporting specific 
initiatives        

Mercury abatement (528) (553) 0 0 0 0 0 
Community Recovery Fund 0 (489) (84) (32) (32) (32) (32) 
Homes for Ukraine support A (320) (362) (276) (229) (229) (229) (229) 
Asylum Dispersal (144) (298) (364) (364) (364) (364) (364) 
Flexible Housing Support Grant (812) (414) (414) (414) (414) (414) (414) 
Other grants (below £45k) (154) (225) (118) (118) (118) (118) (118) 
Tennis Court Sink Fund 0 (168) (168) (168) (168) (168) (168) 
Budget carry fwds 0 (129) 0 0 0 0 0 
Deprivation reserve (106) (86) (86) (86) (86) (86) (86) 
LAHF (42) (80) (68) (68) (68) (68) (68) 
Climate emergency reserve (124) (67) (13) 0 0 0 0 
Afghan relocation scheme (24) (33) (33) (33) (33) (33) (33) 
Cyber security (27) (17) 0 0 0 0 0 
Homes for Ukraine support B (19) (11) (11) (11) (11) (11) (11) 
Supp & Temp Accom. Work (7) (7) (7) 0 0 0 0 
A331 Air Quality Project (213) (5) 0 0 0 0 0 
Control outbreak (8) (3) 0 0 0 0 0 
Covid Council tax hardship (43) 0 0 0 0 0 0 
UK shared prosperity fund (7) 0 0 0 0 0 0 
Total: Reserves supporting 
specific initiatives (2,578) (2,947) (1,642) (1,523) (1,523) (1,523) (1,523) 

        
Reserves legally restricted - 
commuted sums         

Insurance Reserve (253) (253) (253) (253) (253) (253) (253) 
Developer contributions (5,934) (7,968) (8,146) (8,265) (8,372) (8,449) (8,528) 
Pipeline env imp res (134) (138) (130) (130) (130) (130) (130) 
Farnborough airport env Fund (129) (134) (134) (134) (134) (134) (134) 
Workforce Reserve (312) 0 0 0 0 0 0 
Total: Reserves legally restricted - 
commuted sums  (6,762) (8,493) (8,663) (8,782) (8,889) (8,966) (9,045) 

        

Total Earmarked Reserves (20,603) (21,957) (19,913) (15,452) (15,909) (12,317) (11,465) 

  



 

 

APPENDIX 3  
 

Local Government Finance Act 2003, Section 25: Budget calculations: report on 
robustness of estimates  
  
1. Section 25 of the Local Government Finance Act 2003 requires the chief finance officer 

(CFO) (section 151 of the Local Government Act 1972) of the Council to report to Full 

Council on the following matters:  
• the robustness of the estimates included in the budget  
• and the adequacy of the financial reserves in the budget  

  
2. The Act requires councillors to have regard to this Section 25 report in making decisions 

at the Council’s budget setting and council tax setting meeting(s).  
   
3. Section 26 of the Local Government Finance Act 2003 Minimum reserves: requires the 

CFO to ascertain a minimum level of reserves for the council and to determine the level 
of reserve at the end of the financial year under consideration, which cannot be less 
than the minimum set by the CFO.  

  
Robustness of Estimates  
4. Budget setting is based on a standstill approach in cash terms, with inflationary provision 

normally only made for specified expenditure (e.g., Pay Award, contracts with agreed 
uplift mechanism). The revenue budget is increased by unavoidable budget pressures 
that cannot be mitigated elsewhere.   

  
5. The basis on which the budget for 2026/27 and the MTFS have been prepared has been 

set out clearly in this report, including sensitivity testing to specific changes in risk and 
assumptions. The key financial issues addressed within the budget estimates are 
described in this report.     

  
7. The MTFS shows a £11.96million budget deficit as described in the report. The savings 

target has been set predicated on the assumptions on interest rates, capital receipts and 
a number of other significant assumptions set out within the MTFS.   

  
Risk  
8. As indicated in the reports to Cabinet and Full Council, there are several financial risks 

that the Council will face over the medium-term. The 2026/27 Budget and the MTFS 
have been prepared with consideration of the risks summarised in the report. It has not 
been possible to mitigate these risks through use of reserves alone and a budget 
recovery plan has been proposed.     

  
Adequacy of the Reserves  
9. The Budget Strategy set a target for the General Fund balance (working balance) to be 

maintained at a minimum of £2m. In addition to the £2million working balance, the 
Council is projecting to have £3.384m of useable reserves on 1st April 2026, before risk 
items and Farnborough Leisure centre is decided. The MTFS presented in appendix 1 
forecasts that a significant repurposing of earmarked reserves will be required during 
2025/26 (i.e., current year forecast deficit) to fund the forecast deficit.    

  
10. The level of reserves shown in appendix 1 of the report indicates that the Council has 

sufficient reserves to set a legal budget for 2026/27, and potentially 2027/28, depending 
upon how the assumptions play out and progress made in achieving the planned capital 
receipts in the coming months.   

  



 

 

11. Therefore, I am satisfied that the level of reserves the Council holds for the forthcoming 
year is adequate to support the budget although members should consider the level of 
reserves utilised in 2026/27 and the need to ensure reserves remain adequate over the 
medium-term.  

  
  
Peter Vickers  
Executive Head of Finance and Section 151 Officer  
  
25th January 2026 
  



 

 

APPENDIX 4  
Risk Register 
 

  
Inherent risk 

 
Residual risk 

   

Ref 

Risk 
category 

Risk description Likelihood 

Severity 

Risk 
Score 

Mitigations 
currently in place 

Likelihood 

Severity 

Risk 
Score 

Action required Owner of 
further action 

Target date 
for further 

action 

1 Financial 
Statements 

As the external audit of the 
Council's Financial 
Statements was disclaimed 
back to 2020/21 assurance 
cannot be provided on the 
opening balances of the 
Council's reserves. Full 
audit assurance cannot be 
achieved until the 2026/27 
financial accounts, where 
opening reserve balances 
would have been assured, 
which is due to be 
completed by Feb 2029. 
Therefore, at any point 
during this period there is a 
risk that the reserve 
balances could be affected 
impacting the availability of 
reserves. 

3 3 High Building up stronger 
balance sheet 
controls and 
increase capacity/ 
technical capability 
within the finance 
team. (See risk 2) 
EY building up audit 
assurances over the 
next few years to 
have a clean audit 
report. 

1 1 Low The team has 
increased qualified 
financial capacity to 
lead the council 
through the next year 
end and audit with 
continuity in staff 
from last year end. 
Specific 
management review 
is now in place to 
ensure adequate 
working papers and 
balance sheet 
control. 

Peter Vickers, 
Executive Head 
of Finance  

Done 



 

 

2 Staffing, skills 
and capacity 

There is insufficiently 
experienced capacity within 
the Finance team to support 
the Council through its 
current MTFS challenges 
and achieve a balanced 
MTFS without the use of 
reserves. 

4 2 High The finance team 
now has four 
qualified 
accountants in 
place for the last 12 
months. A 
refocusing of the 
wider team is 
happening 
organically as 
priorities are being 
identified and 
resolved. 

1 1 Low The key priority is to 
focus on the financial 
support for service 
managers to help 
them improve their 
budget and 
forecasting accuracy 
and compliance with 
the Financial 
Procedure Rules (i.e., 
financial 
governance), an area 
identified as a 
significant weakness. 

Peter Vickers, 
Executive Head 
of Finance  

March-27 

3 Financial 
Sustainability 

Capital receipts are not 
achieved on time or at the 
value set out in the MTFS, 
which will have a material 
impact on the Council 
achieving the budget 
reduction in borrowing and 
MRP. 

3 4 High Two weekly reviews 
with Statutory 
Officers to sense 
check progress. 

3 4 High Monthly reporting of 
progress to Cabinet, 
escalating issues and 
resolutions. 

Tim Mills, 
Executive Head 
of Property and 
Growth  

March-27 



 

 

4 Treasury 
Management 

Assumptions on interest 
rates and inflation 
reductions do not 
materialise as planned. 

3 4 High The Council utilise 
Arlingclose for 
specialist advice on 
market assumption 
around interest and 
inflation rates. 
A strategic Treasury 
Management panel 
are in place in the 
Council who meet 
monthly to review 
positions from a 
strategic point of 
view with officers in 
place reviewing 
more regularly with 
an aim to lock in 
rates in line with the 
MTFS over the 
longer term when 
they materialise to 
provide more 
certainty over the 
MTFS period. 

3 4 High The requirement to 
borrow is managed 
through daily 
cashflow projection. 
Interest rates are 
monitored and 
borrowing is taken 
out at the most 
optimum time to 
align to gain cost 
certainty over as long 
a maturity period as 
possible. 

Peter Vickers, 
Executive Head 
of Finance 

Ongoing 
review 



 

 

5 Property 
portfolio 

Work on identifying and 
evaluating the latent liability 
(such as energy efficiency 
standards, major 
component replacement or 
dilapidations) on the 
substantial property 
holdings and additional 
capital expenditure on 
lease transactions has not 
been concluded and 
incorporated into the 
capital programme or 
revenue account through 
planned maintenance and 
income projections. 

3 3 High Some work has 
been progressed on 
the identification 
and needs to be 
completed to 
inform the Revenue 
budget. The Capital 
programme has 
£800k per years 
earmarked for 
capitalisable works.  

2 3 Medium An agreed planned 
maintenance 
schedule that is risk 
assessed and funded 
within the MTFS and 
actively managed. 

Tim Mills, 
Executive Head 
of Property and 
Growth 

Apr-27 

6 Financial 
Sustainability 

There is an unsecured loan 
to Farnborough 
International Limited (FIL) 
of £6.482m due for 
repayment in tranches in 
the next three years. There 
is a risk of the loan not 
being repaid. 

2 3 Medium The financial 
stability of FIL is 
reviewed quarterly 
by S151 to 
understand their 
trading and 
cashflow position 
and the risk to the 
council. 

2 3 Medium Continue 
engagement 

Peter Vickers Ongoing 
review 

7 Financial 
Sustainability 

Vacancy margin annual 
establishment savings 
target is not achieved as set 
out in the MTFS. 

3 3 High Carry out service 
reviews to reduce 
establishment cost 
in line with the 
target set within the 
MTFS. 

2 3 Medium Active management 
to ensure the council 
achieves the £400k 
saving. 

Peter Vickers Ongoing 
review 



 

 

8 Financial 
Sustainability/ 
Treasury 
Management 

Borrowing interest rates are 
higher than assumed within 
the MTFS. A 0.5% increase 
is an additional circa £300k 
per year 

3 3 High Borrowing is 
actively managed 
and longer-term 
borrowing is being 
taken out whilst 
also ensuring the 
cost is in line with 
the MTFS. 

3 3 High Daily oversight of 
PWLB rates and 
cashflow 
requirements 

Peter Vickers Ongoing 
review 

9 Financial 
Statements 

The Government could 
request repayment of 
grants due to conditions on 
grant funding not being met 
within timescales. This will 
require new borrowing and 
will have revenue 
implications currently not 
included within the MTFS. 

3 4 High Detailed analysis of 
the respective legal 
agreements, 
dialogue with the 
funders and 
conversation with 
the respective 
services re meeting 
the conditions. 

3 4 High Regeneration team 
gain confirmation of 
an extension of time 
with One Public 
Estate and not spend 
any further grant 
monies without the 
confirmation.  

Peter Vickers Ongoing 
review 

10 Financial 
Sustainability 

Divestment of Union Yard 
82 PRS units is delayed 
beyond May 2026 will 
create circ. £44.5k per 
month council tax, utilities, 
service charge etc which 
have not been factored into 
the MTFS. 

3 3 High Cabinet have 
agreed the sale and 
conveyancing is 
underway. There is 
a political challenge 
to the sale that 
could result in 
significant delay 
and cost. 

3 3 High Complete the 
diligence on the 
options appraisal. 
Seek Political 
approval for the 
agreed action. 

Karen Edwards May 25 

 



 

 

 

 


