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Agenda Item:

REPORT OF THE CABINET MEMBER FOR FINANCE AND RESOURCES

BUDGET UPDATE REPORT

Purpose of the Report

1.
2.

To highlight the Council’s current and medium-term financial position.

To underline ongoing measures to tackling the predicted budget deficit.

Information and Advice

The Council Approach to Budget Challenges

3.

In line with many other local authorities across the country, Nottinghamshire County Council
continues to face mounting challenges due to rising demand for services and external
economic and inflationary factors. In response, the Council is evolving its service delivery
models to ensure that they remain cost-efficient and deliver strong value for money.

To safeguard services from financial strain and to avoid placing additional burdens on
residents, the Council is increasingly fostering partnerships across the public sector. These
collaborations aim to strengthen service provision and build resilience against fiscal pressures.

A number of service transformation initiatives are currently underway, with a particular focus
on enhancing preventative and community-based services, helping more children and adults
to live independently supported by families and communities and with lower levels of need for
expensive care interventions. This shift requires innovative approaches, a willingness to
explore alternative solutions and will particularly focus on improving services in those most
disadvantaged communities where demand is highest.

The Council’s financial strategy must reflect this transformation — becoming more flexible and
responsive to emerging needs. Simply put, the Council can no longer afford to operate in the
same way that it has in the past.

This is the background to the Council’s ambition to be a forward looking and resilient Council
and to assure our residents that the council is equipped to deal both with likely continued
increases in demand and prevailing tighter fiscal controls.

The Council must also recognise that this alone is unlikely to provide a long-term solution to a
number of issues which will, in reality, need national change and reforms to fix’ unsustainable



delivery models, across adults and children’s care services, and home-to-school transport for
children with special educational needs.

9. The Council seeks to align its financial planning to the ambitions and priorities outlined in the
Strategic Plan. A Cabinet Working Group has been established, chaired by the Deputy Leader,
to develop the Council’s Plan and Members. The proposed Council Plan will be considered at
Full Council in November 2025.

Local Government Reorganisation (LGR)

10.As detailed in a report to Full Council in September 2025, the Local Government
Reorganisation in Nottinghamshire is part of a national initiative to streamline council structures
under the Government’s English Devolution White Paper. The proposal aims to replace the
current two-tier system with new unitary authorities to improve efficiency and service delivery.

11.Final proposals are due to be submitted to the Government by November 2025, with decisions
expected in Spring 2026 and new Authorities expecting to commence operations on 1 April
2028

The Medium-Term Financial Strategy (MTFS)

12.Given the implications of LGR, this Medium-Term Financial Strategy (MTFS) is a three-year
rolling strategy to 31 March 2029, which covers the two years to LGR and one further year to
cover going concern issues post-LGR, which sets out the framework for how the council plans
to use its financial resources to fund the activities required to deliver on the Council’s priorities.
The MTFS informs the annual budget process and assists the Council in meeting the legal
requirement to set a balanced budget each year.

13.The MTFS brings together the key areas which affect the Authority’s Revenue and Capital
budgets and plans for these over the medium-term. The key objectives of the MTFS are as
follows: -

e To ensure that effective financial planning and management contributes to the
Authority’s achievement of its strategic ambitions

e To ensure that the Council is financially resilient, stable and sustainable for the future

e To forecast the resources available to the Council and to plan for the changes in the
level of these resources over the life of the Strategy

e To estimate the expenditure requirements over the life of the Strategy to ensure
value for money is achieved and resources are utilised where outcomes are
measurable and have real impact

e To bring together the key issues affecting the Revenue Budget, the Dedicated
Schools Grant and the Capital Programme.

14. Alongside the 2026/27 Budget Construction process, a number of additional reviews have or
are currently taking place as follows: -



Efficiency Working Group

15.0n 23 June 2025, Cabinet approved the establishment of an Efficiency Working Group to
commence a review of the Council’s financial management, procurement and contract
management arrangements. The aims of the review are to both address financial pressures
and enhance value for money across the Council’s services. This initiative is part of a broader
strategic response to budgetary challenges and aims to demonstrate that the Council is run
efficiently and effectively. The main objectives of the working group are to:-

Identify and implement in-year efficiencies.

Strengthen financial management, procurement, and contract oversight.
Support future budget-setting and service delivery improvements.
Ensure value for money for residents.

16. The Efficiency Review aims to incentivise Departments to be as efficient as possible whilst also
providing assurance to Nottinghamshire residents about the extent to which the Council’s
financial management is robust, efficient and provides value for money for the taxpayer. The
outcome from these reviews is being built into the budget for 2026/27 and the MTFS via the
mitigation plans set out in this report.

Highways Review

17.A comprehensive Highways Review has been undertaken at the Council to address
longstanding concerns about the condition and maintenance of its highways network. A cross-
party panel was formed, supported by a Local Government Association (LGA) peer review and
expert input from engineering firm WSP. The panel examined current practices and identified
key areas for improvement. The result was a set of recommendations that shaped the
council’s Highways Improvement Plan, aiming to shift from reactive, short-term fixes to a more
strategic, long-term approach.

18.The Improvement Plan focuses on several priorities: enhancing capital and revenue
maintenance programmes, improving drainage systems, increasing transparency and
community engagement, and boosting operational efficiency. It includes measures like better
use of data and technology, refreshed specifications for defect repairs, and improved oversight
of contractors. The Council also committed to updating its infrastructure asset management
policies and introducing a formal prioritisation process for maintenance works. Overall, the
review represents a significant step toward more sustainable and effective highway
management across Nottinghamshire.

National Context

19.In recent years councils have continued to come under significant financial pressure.
Nationally, in research published by the Local Government Information Unit in March 2025,
councils continued to report that they are at risk of financial failure with 35% of councils stating
they were likely to face bankruptcy in the next five years if no imminent local government
funding reform is implemented.

20.Concern continues to grow regarding nearly two thirds of councils reporting reductions in
spending on services through efficiencies in the current financial year and more than half stating
they will have to draw on reserves which provide a challenge to their financial sustainability. In



early 2025, the Local Government Association (LGA) funding gap analysis estimated that by
2028/29 cost and demand pressures would have added £21.4 billion (29.8%) to the cost of
delivering council services since 2024/25.

21.Both the National Audit Office and Public Accounts Committee have highlighted the challenges
of local government funding not keeping pace with rising demand, costs, complexity of needs
and population growth through reports published in February and June 2025 respectively.

22.Ahead of the June 2025 Spending Review, the Local Government Association noted an
updated funding gap of more than £8bn facing local government services by 2028/29. This is
caused by sustained funding reductions coinciding with rising cost and demand pressures.
Adult social care, children’s services, and home-to-school transport for children with special
educational needs and disabilities are significant pressure points.

23.Nationally, Councils are struggling to meet the increasing demand and cost of social care
services, particularly within Children’s Services which is experiencing significantly higher costs
resulting from increasing numbers of children in care, combined with the impact of pay and
price pressures which are more than the level of resources provided for in previous annual local
government finance settlements and we are exposed to a number of these.

24.The Council will continue to add its voice to the campaigns led by the LGA and the County
Council’'s Network (CCN) in identifying the areas of significant underinvestment and pressuring
Central Government for more funding through the Comprehensive Funding Review and
changes to the funding model for local government.

National Policy - Fair Funding Review 2.0

25.1n December 2024, the Government published the first of two consultations on funding reform
for local authorities. It proposed several underlying principles for the forthcoming “Fair Funding
Review 2.0”. The proposals sought views on the basic methodology that was to be used in
order to reassess the relative needs and resources of local authorities in England and
implement that reassessment from 2026/27. The basic structure largely followed the
methodology proposed by the previous Government in 2018 and 2019, but with a greater
emphasis on taking account of relative deprivation. Considerably out of date, no such
assessment has been carried out since 2013/14, and this is expected to fundamentally reform
the local government finance system in England.

26.In June 2025, the Government published the second of the consultations building on the
principles outlined in the first. This detailed how each of the nine Relative Needs Formulae
(RNF) would be calculated, using a wide range of socio-economic indicators, and weighted to
arrive at an overall RNF share. The consultation also proposed how an Area Cost Adjustment
would be calculated and the taxbases measured for each authority. Finally, the transition period
was explained in more detail and a funding floor proposed, that sought to ensure as many
councils as possible would not see a cash-terms reduction in funding, including projected
council tax revenue.

27.The process of measuring relative needs and resources and modelling the financial impact for
an individual authority is highly uncertain and neither consultation included examples and
calculations to any level of detail. It is therefore currently not possible to ascertain what the
quantifiable impact of the Fair Funding Review 2.0 will be on the Council.



Business Rates Reset

28. Also, within the context of delivering multi-year settlements to improve funding certainty and
stability to help local authorities plan better for the future, the Government has announced an
intention to deliver a full reset of the Business rates Retention System in 2026/27. Alongside
the Fair Funding Review referenced above, this reset is part of broader reforms aimed at
updating how business rates are assessed and distributed among local authorities.

29.The reset will aim to transition from the existing system by simplifying the complexity of reliefs,
introducing new multipliers and conducting a full revaluation of all business rates properties.

30. The Government will provide a further update at the Autumn Budget 2025 on its plans to reform
the business rates system and consequently it is therefore not currently possible to quantify the
financial impact upon the Council.

The Council’s Financial Context

31.In recent years, the main drivers of pressure on the Council’s budget have related to inflation
and rising costs (including wage rises) and increased demand for local government services.

32.The strategic and financial planning for 2026/27 continues to be undertaken within the context
of continued geopolitical uncertainty owing to the on-going conflict/tensions in Ukraine and the
Middle East with a consequent impact in relation to global energy security and food supplies.

33. 1t necessarily follows that the national economic landscape continues to impact on the Council’s
MTFS. Underlying risks caused by the aftermath of global energy and fuel inflation and the
associated cost of living crisis have been compounded by national economic issues. Although
CPl inflation fell below the Government’s 2% target in September 2024 to 1.7%, in September
2025 it stood at 3.8%. Volatility in the market and forecasts of Bank of England maintaining
higher interest rates for longer reflects continuing risk that inflation may remain above the
Government’s target. In that situation and without a commensurate increase in financial
resources, the spending power of the Council will become further eroded.

34.The risks arising from escalating inflation, which is also impacting household incomes, was
recognised in the Annual Budget Report to Full Council in February 2025. Additional reserves
were set aside in the risk-based General Fund reserve regarding inflationary pressures,
increased on-going risks in Children’s and Adults Services and inherent challenges faced
specifically in the social care market following the pandemic.

35.The County Council continues to be a part of nationally determined local government pay
bargaining arrangements. These are negotiated by the National Joint Council made up from
national employers and the recognised trade unions. The Pay Award for 2025/26 has now been
confirmed but further announcements about the National Living Wage are expected. The
outcome of these discussions will indicate the extent of any additional pressures in the MTFS.
The decision about the level of National Living Wage has the potential to create significant
challenges in our Budget.

36.There are a wide range of assumptions that have been made in relation to expenditure and
income over the remainder of this financial year. The Corporate Leadership Team and the



Cabinet Member for Finance and Resources receive monthly budget monitoring reports, whilst
Cabinet receives quarterly reports on outturn forecasts throughout the year.

37.The current projected capital programme outturn for 2026/27 is £95.9million. As part of the
budget setting process a review of the capital programme will be undertaken.

38.The provisional Local Government Settlement for 2025/26 is due to be announced in mid-
December 2025, after which the Medium-Term Financial Strategy will be updated and reported
to Full Council as part of the 2026/27 Annual Budget Report. During the summer months, the
Government announced this will be a 3-year settlement; however, with the delay in publishing
the settlement and the uncertainties of funding this will still appear as a one-year settlement as
per previous years.

Annual Budget Survey 2025

39. The production of the Council’s budget is undertaken in accordance with the requirements of
the Council’s Constitution.

40.An element of the Council’s budget setting process is consultation with stakeholders.

41.The consultation is intended to go live on 3 November 2025 and closes on the 14 December
2025. The survey asks people for their views about how the Council spends its allocated
budget.

42.The survey will also be shared with partners, including groups representing the business
community and other relevant stakeholders including the trade unions at Central Joint
Consultative and Negotiating Panel (JCNP).

43.1t is anticipated that the results will be included in the Budget Report to Cabinet in January
2026.



February 2025 Budget Position

44 .When the Council’s budget was approved in February 2025 the funding shortfall identified for
the three years to 2028/29 totalled £18.5million. This position is shown in Table 1 below: -

Table 1 — Medium-Term Financial Strateqy as at February 2025

2025126 | 2026/27 | 2027/28 | 2028/29 Total
£m £m £m £m £m

Year on Year Savings requirement . 20.0 16.0 - 36.0
(February 2024 Report)

Additional Pressures / Inflation 34.1 7.0 7.7 33.4 82.2
Increase in Contingency for Pressures/Inflation Risk 47 - - - 4.7
Change in Pay related Infiation 47 0.2 0.2 48 9.9
Amendments to Portfolio base budgets (1.1) 02 - 01 (0.8)
Change in Grant Funding (34.1) 12 - - (32.9)
Increase in Council Tax (13.9) (16.0) (17.5) (29.8) (77.2)
Change in Council Tax Base assumptions 0.3 - - (6.4) (6.1)
Change in Council Tax Surplus/Deficit 1.1 (1.1) - - -
Variation in use of Reserves 5.2 (5.2) - 29 2.9
Other Corporate Adjustments (1.0) 0.5 (0.1) 0.4 (0.2)
Revised Gap - 6.8 6.3 54 18.5

The Council’s Current Financial Position

45.As reported to this Cabinet meeting, as at Period 5, the Council is reporting a forecast
overspend of £3.1m in the current financial year. This out-turn is comprised of a net £5.9m
portfolio overspend mainly as a result of forecast overspends in Adult Social Care and
Transport and Environment Services. This forecast overspend is partially offset by an
underspend in central items in relation to Section 31 Business Rates relief grant.

46.There are several on-going risks that are also set out in the Period 5 Financial Monitoring
Report. As such, the financial position will be kept under close review for the remainder of the
financial year and reported to Cabinet or the Cabinet Member for Finance and Resources
according to the budget monitoring timetable.

Main Risks

47.Within the MTFS several assumptions are made regarding a wide variety of factors including
future Council Tax policy, Business Rates income and Government Grant levels. Any variation
from these assumptions has implications for the level of resources available to the Council.

The following key risks must be managed to deliver our budget strategy: -
e Economic Risks — underlying risks that were caused by the aftermath of global energy

and fuel crisis which have contributed to the cost-of-living crisis, compounded by
national economic issues and Spending Review uncertainties. Although CPI inflation fell




below the Government’s 2% target in September 2024 to 1.7%, in September 2025 it
stood at 3.8%. Volatility in the market and forecasts of Bank of England maintaining
higher interest rates for longer reflects continuing risk that inflation may remain above
the Government’s target. In that situation and without a commensurate increase in
financial resources, the spending power of the Council will become further eroded.

¢ Risks to Funding — The Labour Government’s future spending plans will not be known
until the Autumn of 2025, with the date of the next Budget Statement set at 26 November
2025. This will be followed by the Local Government Provisional Settlement when
announced by the MHCLG in December 2025. The spending intentions for local
government could differ from assumptions contained in the current MTFS. Any
differences will, in turn, impact upon the level of resources available to the Council.
Furthermore, there remain uncertainties around Business Rates reform, the
Government’s Fair Funding review and the Government’s intentions for the future
funding of social care.

e Employer Offer Pay Award -. The assumption in the current MTFS is that the Pay
Award will be 2.00% per annum across the MTFS to 2028/29. The Pay Award for
2026/27 is still to be discussed and the Council still awaits further announcements
around the National Living Wage. The outcome of these announcements will indicate
the extent of any additional pressure in the MTFS. With inflation and specifically wage
inflation remaining higher for longer the probability of needing to increase our assumed
pay award is high.

e Demand and Demography Risk - The Medium-Term Financial Strategy contains risks
surrounding the estimation of demand and demographic pressures within services such
as Adult Social Care and Children’s Services, including determination of key income
budgets that rely on the number of users of a service and risk that inflation on the cost
of demand and demography will be higher than assumed in the MTFS.

o Political Landscape - Following the General Election in 2024, the new Governments
first King’'s Speech laid out forty proposed bills under six themes that set out the
Government’s main priorities in this Parliament. These were Economic Stability and
Growth (in which devolution to the Mayoral Combined Authorities was a prominent
proposal), Britain becoming a clean energy superpower, creating secure borders and
cracking down on anti-social behaviour (with local authorities taking a prominent role),
breaking down the barriers to opportunity, health, and national security. The focus on
these priorities inevitably impacts on the Government’s expectations of the role of local
government and the areas for which funding is made available.

Revisions to the MTFS

48.The following sections of the report set out the revisions that have been made to the MTFS
since the 2025/26 Budget Report was agreed at Full Council in February 2025.

49.Pressures, Inflation and mitigations - As part of the budget setting process, departments
have been asked to justify existing pressures and inflation that are approved in the current
approved MTFS. In addition, they have been asked to consider uncertainties not previously
reflected in budget planning assumptions. It is important to note that, because of transformation
activities that have taken place across the Council, several mitigation measures have been



identified which lessen the impact of the identified pressures. The increase in gross pressures
and inflation bids received by Departments to 2028/29 totals £43.1m. These pressures have
been mitigated by both portfolio and service level intervention by measures totalling £45.3m to
give a net pressure reduction of £2.2m across the MTFS. Total pressures and inflation to
2028/29 now stands at £96.3m and a detailed breakdown is presented in Appendix A.

50.1t is considered prudent to highlight the level of risk inherent in the pressures listed in

51.

Appendix A and the containment of these pressures will be heavily contingent upon achieving
the significant level of mitigation totalling £45.3m across the MTFS. Demand pressures have
increased by a net figure of £7.28m in 2026/27 due mainly to a forecast increase of £4.5m in
the Adult Social Care portfolio which reflects extensive growth in care package demand.
Particular headwinds are being felt within the Adult Social Care pressure. These include but
are not restricted to:

e Pressures from increased complex needs of people in receipt of care and support;

¢ Increasing cost pressures from providers, including National Living Wage;

e Increasing pressures from partners, including ICB for us to share in their particular fiscal
challenges.

The Adult Social Care Department Senior Leadership Team are developing a Recovery and
Redesign Plan to ensure that they can deliver an effective service despite these challenges.
This includes a series of actions and mitigations in the current year to provide a sound
foundation for the remaining period of the MTFS.

52. Appendix A also shows that inflation pressures have increased by £4.7m across the MTFS. It

should however be noted that the impact on the MTFS with regard to the National Living Wage
will be updated following the expected announcement in November 2025 as part of the Autumn
Statement.

53.Grant Funding — pending the outcome of the Fair funding review, it is considered prudent at

this stage to maintain core grants at their current level in the MTFS until further information
emerges.



54.The revised MTFS is shown in Table 2: -

Table 2 - Revised MTFS

2026/27 | 2027/28 2028/29 Total
£m £m £m £m

Year on Year Savings requirement 6.8 6.3 54 18.5
(February 2025 Report)

Increase in Service Pressures - Gross 245 6.5 6.3 37.3
Change in Inflation - Gross 43 05 1.0 5.8
Mitigations (18.3) (15.9) (11.1) (45.3)
Amendments to Portfolio base budgets (0.6) 02 (0.4)
Revised Shortfall 16.7 (2.6) 1.8 15.9

55.The revised projected shortfall for 2026/27 is £16.7m with the 3-year deficit to 2028/29
decreasing to a £15.9m forecast shortfall. As set out in paragraph 53, it is expected that an
announcement regarding the National Living Wage will be made alongside the Autumn
Statement which may have a significant adverse effect upon these projections. Consequently,
the drivers that influence the level of pressures and inflation that exist within the revised MTFS
will be kept under continuous review in advance of formal approval as part of the Annual Budget
Report to Full Council in February 2026. Council Tax policy decisions will also be reviewed as
part of the budget setting process.

Inflationary Pressures

56.National Living Wage —the National Living Wage (NLW) has impacts upon the pay award for
internal staff, but the most significant impact is upon additional costs associated with
commissioned services especially in Adults and Children’s Social Care; most of the home-
based care and residential care services are delivered by people on the national minimum
wage. Consequently, any increase in the national living wage has a substantial impact on the
cost of these vital services. For example, each 50p increase on the rate adds approximately
£13m to the Council’s budget requirement.

57.The current assumption in the MTFS approved in January 2025 predicted an increase in the
NLW to £12.58 p/h (3%) which translated to an incremental cost of £10.6m in 2026/27. The
NLW announcement is usually made alongside the Autumn Statement based on
recommendations from the Low Pay Commission. The most recent document published by the
Commission in August 2025 provided an estimated rate of £12.71 (growth of 4.1%). However,
based on recent insight and stronger than forecast earnings growth, a higher rate of £12.86
(5.3%) is possible. The impact of the revised projections in 2026/27 based on the latest
available information is shown separately in Table 3.
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Table 3 — Sensitivity of NLW Increase on the revised MTFS

26/27 26/27 Pressure |MTFS Change
NLW Pressure Ratep/h| %Inc (Em) (€m)
Current Rate 25/26 £12.21
26/27 assumption@Feb 25 £12.58 3.03% 10.6
26/27 assumption@Nov 25 £12.86 5.32% 17.5 6.9

58.Services Demand — The existing pressures within the MTFS are continuing which could
require increases in growth and adverse in-year budget variations for Adult and Children’s
social care services.

59.Future Years Pay Awards — The MTFS currently includes an assumption of a 2.0% pay award
increase to 2028/29. Any increases in subsequent years over and above this assumption will
further add to the funding gap. The impact of a range of possible Pay Award uplifts to the
Council’'s 2026/27 budget requirement is reflected below in Table 4.

Table 4 — Sensitivity of Pay Award Increases on the revised MTFS

Incremental Change
2026/27 Uplift |Pay Costs (Em) (Em)
1.00% 2.4 (2.3)
1.50% 3.5 (1.2)
Current Assumption 2.00% 4.7 -
2.50% 5.9 1.2
3.00% 7.0 2.3

60. Retention of Children’s Social Workers and the Social Care Market — The Social Care
market issues for both children and adults are of national concern and most local authorities
are continuing to experience difficulties with regard to a stable care and support market. With
demand outstripping supply, costs continue to be driven up. There are issues around market
resilience, provider business models, workforce and rates of contractual which may result in
pressures over and above what are in the MTFS.

Financial Planning and Assumptions

61.As set out above, there are a number of on-going risks that impact the budget setting process.
All base budgets will continue to be reviewed and the financial planning assumptions that
underpin the MTFS will be revisited. Any changes will be detailed in the Draft Annual Budget
Report to Cabinet in February 2026 and confirmed at the Full Council meeting later that month.

62.Council Tax - Decisions on setting Council Tax levels are taken on an annual basis and the
MTFS approved in February 2025 included an annual 4.99% increase to Council Tax up to
2028/29. It is expected that Government Policy regarding Council Tax referendum thresholds
will be confirmed as part of the Autumn Budget Statement on 26 November 2025. The effect
of a range of potential Council Tax increases on the MTFS is reflected below in Table 5.
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Table 5 — Effect of Council Tax uplifts on the MTFS

Incremental
MTEFS Yield
Effect of Council Tax Uplift 26/27 Uplift % Yield (Em) (£m) Band D
0.0% - (25.5)| £1,894.54
1.0% 5.2 (20.3)| £1,913.49
2.0% 10.2 (15.3)| £1,932.43
3.0% 15.4 (10.1) £1,951.38
4.0% 20.5 (5.0)| £1,970.32
Current Assumption 4.99% 25.5 -1£1,989.08

63. Tax Base — As new houses are built the Council Tax base increases. Over the last 5 years the
growth rate has fluctuated due, in part, to the challenging economic climate. The Council
taxbase is predicated on information provided by District and Borough councils which
calculates the number of Council Tax band D equivalent residential properties in
Nottinghamshire less any discounts and exemptions that must be applied according to statute.
Taxbase information will be provided by 15 January 2026 and the MTFS will be updated
accordingly to reflect the reported figures. A forecast growth assumption of 1.20% per annum
has been factored into the MTFS, which translates into £6.1m of additional Council Tax yield
for 2026/27 independent of any additional increase to the Council Tax rate. The sensitivity of
this assumption in terms of effect on forecast council tax income is as follows:

Table 6 — MTFS Taxbase Sensitivity

Taxbase Yield Change
2026/27 Growth (Em) (Em)
1.00% 5.2 (0.9)
1.10% 5.7 (0.4)
Current Assumption 1.20% 6.1 -
1.30% 6.7 0.6
1.40% 7.2 1.1
1.50% 7.7 1.6

64. Core Grants — Assumptions have been made in relation to several core government grants
that will be confirmed as part of the Local Government settlement:

e Revenue Support Grant (RSG) — In 2025/26, the Council received an RSG grant

allocation totalling £9.9m. It is assumed that the Council continues to receive an annual
RSG grant at this level throughout the MTFS.
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e Social Care Grant — In 2025/26 the Council received a Social Care Grant of £84.9m.
The revised MTFS assumes that the level of Social Care Grant will remain the same in
2026/27 and beyond pending the imminent outcome of the Fair Funding review.

e Employer National Insurance Contributions Grant — In 2025/26, the Council received
£5.3m to compensate for the impact of the increase in employers National Insurance
contributions. It is assumed that this funding will be consolidated into core grant
allocation on a permanent basis from 2026/27 onwards.

¢ New Homes Bonus - Since 2011/12, the Council has received New Homes Bonus
which is an incentive grant based on housing growth. As part of the Local Government
Finance Settlement for 2025/26, The Government announced that 2025/26 would be the
final year of the NHB in its current format and councils should consider this in their
financial planning. Consequently, from 2026/27 it is assumed there will be no further
payment of New Homes Bonus and as such this grant has been excluded from the
remaining period of the MTFS.

65.Reserves — a robust reserve strategy underpins the delivery of the MTFS however it is
acknowledged that the use of reserves does not represent a sustainable solution to budget
management. The Council will once again be targeting reserves to allow time for more
transformative approaches to be developed and implemented and to manage risk. Reserves
provide a short-term fix, but their use only delays the requirement for a permanent solution.
The Council also needs to maintain an appropriate level of reserves to guard against
unforeseen events.

66.The MTFS approved in February 2025 included the planned use of earmarked reserves
totalling £27.9m across the MTFS. A full review of all reserves will be undertaken and the
results will be presented as part of the budget approval process. As previously reported, in
recent years reserves were set aside in the risk-based General Fund reserve with regard to
inflationary pressures, increased on-going risks in Children’s and Adults Services and
challenges faced specifically in the social care market following the pandemic. The balance on
the General Fund as at 315 March 2025 was £35.9m and the Section 151 Officer is required to
recommend a level of proposed General Fund balance in 2026/27 that is regarded as
acceptable cover for any reasonable level of unforeseen events. This level of General Fund
Balance will be reduced if the Council’s budget in 2025/26 results in an overspend.

Public Service Reform & Mitigations Plan (£45.3m)

67.The Council’s portfolio of change has been developed to focus on driving improvements to
residents’ experiences and outcomes in ways that reduce the cost to the Council. Experience
over recent years demonstrates that the most effective approach to financial sustainability in
high spend people services involves both continuous improvement and targeted transformation
activity in areas where there is most potential to both improve outcomes and in doing so, reduce
costs. Work has continued to identify further opportunities to both support people to remain
independent and avoid the need for costly public service interventions.

68. Whilst maintaining a focus on support for children, families, adults with disabilities and older

people, our portfolio enables us to drive transformation as part of public service reform. This
means looking at opportunities to work more collaboratively with public sector partners to
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deliver long-term improvements to residents’ experiences and outcomes and make more
efficient use of our collective financial resource.

69. The portfolio includes three programmes of activity focused on improving outcomes for children

and families:

e Homes for Children in Care: Aiming to increase the numbers of children in care who
live in family-based or foster homes, reducing the number of children living in children’s
homes and improving the stability of placements.

e Families First Partnership: Delivering the national programme to improve the way we
work to support more children to stay living safely with their families.

¢ Inclusion and SEND: Responding to increased Education, Health and Care Plan need
by reviewing our approaches, including SEND travel, along with a focus on inclusion in
education and supporting transitions into adulthood.

70.A new programme is in development for adult social care which sets out the areas of focus

71.

over the next two years that will deliver positive financial impacts. This includes having a
greater focus on outcomes and cost, strengthening our approach to commissioning services,
and delivering internal improvements and efficiencies.

Prevention continues to be central to our approach with activity delivered through the Thriving
Communities programme to focus on pro-active prevention for adults and making connections
to community-based support. The programme will also explore the impact of grant spend to
ensure this is maximised and continue to improve information, advice and guidance through an
improved online community directory.

72.The final key strand of the portfolio of change is ensuring that the Council is forward looking,

resilient and efficient. Work is underway to review our operating model, implement Al tools to
support front-line staff in Adult Social Care and Children and Families and replacing or re-
platforming two of our core systems.

73.The above paragraphs set out the progress of the MTFS and impact on the budget gap.

Assumptions will continue to be updated as we progress through the budget setting process.
Final Local Government Finance Settlements and grant announcements are expected in
January 2026 with further announcements expected in the Spring regarding the future level of
Central Government capital grants to be received by the Council.

74.The key date above all else, however, is the Council meeting on 26 February 2026 and prior to

that the Cabinet meeting on 29 January 2026. The report to Cabinet will set out the Council’s
final budget proposals in order to set a balanced budget for 2026/27.
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Budget 2026/27 Key Milestones

75.The key milestones associated with the 2026/27 budget setting process are set out in the table
below: -

Activity / Meeting Date

Budget Update Report to Cabinet 6 November 2025
Autumn Statement 26 November 2025
Budget Update Report to Overview Committee | 27 November 2025
Provisional Local Government Settlement Mid December 2025
Final Local Government Settlement Early January 2026
Tax Base Information from District 15 January 2026
Overview Committee 15 January 2026
Draft Budget Report to Cabinet 29 January 2026
Full Council - Annual Budget Report 2026/27 26 February 2026

Equalities Impact Assessment
76.When setting the budget, the Council must be mindful of the potential impact on service users.

77.The Equality Act 2010 imposes an obligation on Members to have due regard to protecting and
promoting the welfare and interests of persons who share a relevant protected characteristic
(age; disability; gender re-assignment; marriage and civil partnership; pregnancy and
maternity; race; religion or belief; sex and sexual orientation).

78.An initial high-level initial Equality Impact Assessment (EIA) in relation to the Council’s
proposed Revenue Budget Report 2026-27 will be undertaken at a corporate level to identify
any potential areas where there is a significant risk of adverse impact. This will outline the
overall likely impacts upon different groups based on those areas which may have been
identified for savings. Where a significant risk of adverse impact is identified this would then be
subject to a full Equality Impact Assessment process prior to Cabinet decisions on individual
services.

79.As set out above, this is an initial high-level assessment recognising potential future impacts.
In tackling a budget deficit whilst ensuring continued value for money as the Council delivers
its priorities, the Council will in future need to consider budget savings. Any resulting savings
may result in reductions or changes to frontline services, which directly affect the people of
Nottinghamshire. Many of the Council’s services are targeted at particular groups including
older people, people with disabilities, children and younger people and families. These services
command the largest parts of the Council’s budget. Detailed savings options are yet to be
determined and if implemented are likely to be subject to more detailed consultation on the
specific proposals.

80.The initial EIA will also reflect upon the ongoing work to develop a cumulative impact analysis

and to consider the linkages between the Council’s budget savings and those being made
elsewhere in Government and by other public sector partners.
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Statutory and Policy Implications

81.This report has been compiled after consideration of implications in respect of crime and
disorder, data protection and information governance, finance, human resources, human rights,
the NHS Constitution (public health services), the public sector equality duty, safeguarding of
children and adults at risk, service users, smarter working, sustainability and the environment

where such implications are material they are described below. Appropriate consultation has
been undertaken and advice sought on these issues as required.

Other Options Considered

82.This report provides an update of the Budget together with confirming the approach to reviewing
the budget for 2026/27.

Reasons for Recommendations

83.To underline the current challenges of the financial landscape and budget position and outline
the measures in place to rise to these challenges.

RECOMMENDATIONS
1) It is recommended that Cabinet: -
¢ Notes the significant challenges presented by the current financial landscape and the

measures being developed to address these challenges as part of the preparatory work
for the 2026/27 budget proposals.

Councillor Stuart Matthews
Cabinet Member for Finance and Resources

Constitutional Comments (GR 14/10/2025)

84.Pursuant to the Nottinghamshire County Council Constitution the Cabinet has the authority to
receive this report.

Financial Comments (GB 02/10/2025)

85. The financial implications are set out within the report.

Background Papers and Published Documents

Except for previously published documents, which will be available elsewhere, the documents
listed here will be available for inspection in accordance with Section 100D of the Local

Government Act 1972.

e None
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Electoral Division(s) and Member(s) Affected

o All
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Summary of Budget Pressures Approved February 2025 Revised Proposals Change
2026/27 2027/28 2028/29 TOTAL 2026/27 2027/28 2028/29 TOTAL 2026/27 2027/28 2028/29 TOTAL
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Children & Families

Non Looked After Children Placements 237 237 237 711 237 187 187 611 - (50) (50) (100)

Growth in External Placements for LAC 2,831 2,761 2,761 8,353 7,321 7,001 6,101 20,423, 4,490 4,240 3,340 12,070

Growth in External Placements for LAC* (5,840) (5,840) (5,840)| (17,520) (5,840) (5,840)  (5,840)| (17,520)|

Social Work Staffing 611) - - (611) 611) - - (611), - - - |

Social Work Staffing* (89) (89) (89) s s (89)

Small Contracts 28 - - 28 28 - - 28 - - - |

S17 Family Assistance 510 - - 510 510 - - 510
Subtotal Children & Families Pressures 2,485 2,998 2,998 8,481 1,556 1,348 448 3,352 (929)  (1,650)  (2,550)  (5,129)
Education & SEND

Demographic Pressures - Edn, Health & Care

Plans (ICDS) 312 343 343 998 623 685 685 1,993 311 342 342 995

Demographic Pressures - Edn, Health & Care

Plans (ICDS)* (523)  (585)  (585) (1,693) (523)  (585)  (585)| (1,693)

Education Psychology Service 213 (357) - (144) 213 (357) - (144) - - - -
Subtotal Education & SEND Pressures 525 (14) 343 854 313 (257) 100 156 (212) (243) (243) (698)
Adult Social Care

Care & Support - Demographics 9,548 10,308 10,308 30,164, 24,859 10,308 11,068 46,235 15,311 - 760 16,071

Care & Support - Demographics* (10,800)  (7,000)  (3,500)| (21,300) (10,800)  (7,000)  (3,500)| (21,300)

ASCH Day Service Fleet Recharge 100 - - 100 100 - - 100 - - - -
Subtotal Adult Social Care 9,648 10,308 10,308 30,264 14,159 3,308 7,568 25,035 4,511 (7,000) (2,740) (5,229)
Transport and Environment

Mainstream Home to School Contracts - Growth 320 320 320 960 1,520 640 540 2,700 1,200 320 220 1,740

Mainstream Home to School Contracts - Growth* (600) (300) (900) - (600) (300) (900)

SEND Transport Growth 556 556 556 1,668 2,421 2,127 2,127 6,675 1,865 1,571 1,571 5,007

SEND Transport Growth* (1,830) (920)[  (2,750) - (1,830) (920)[  (2,750)

Waste PFI Contract Growth 100 100 100 300 100 100 100 300 - - - -

Highways Infra Assset Growth - - b o - - - -
'Subtotal Transport and Environment Pressures 976 976 976 2,928 4,041 437 1,547 6,025 3,065 (539) 571 3,097
Communities Pressures
Coroners - - - - 823 126 132 1,081 823 126 132 1,081
Subtotal Communities Pressures - - - - 823 126 132 1,081 823 126 132 1,081
Total Pressures 13,634 14,268 14,625 42,527 20,892 4,962 9,795 35,649 7,258  (9,306) (4,830) (6,878)
Children & Families

National Living Wage - External 78 78 78 234 78 78 78 234 - - - -

Basic Fostering Allowance 70 74 74 218 70 74 74 218 - - - -

Contract Cost Inflation 3,177 3,333 3,333 9,843 3,598 3,764 3,905 11,267 421 431 572 1,424

AEM - Increase in Partner Contribution 231 - - 231 231 - - 231
Subtotal Children & Families Inflation 3,325 3,485 3,485 10,295 3,977 3,916 4,057 11,950 652 431 572 1,655
Adult Social Care

Fair Price for Care 1,046 1,046 1,046 3,138 1,046 1,046 1,046 3,138 - - - -

National Living Wage - External 10,550 10,690 10,690 31,930 10,550 10,690 10,830 32,070 - - 140 140
Subtotal Adult Social Care 11,596 11,736 11,736 35,068 11,596 11,736 11,876 35,208 - - 140 140
Economic Development and Asset Management

Schools PFI Inflation 120 120 120 360 120 120 120 360 - - - -
Subtotal Economic Development and Asset
Management Inflation 120 120 120 360 120 120 120 360 - - - -
Transport and Environment

Mainstream Home to School Contracts 144 144 144 432 502 12 255 769 358 (132) 111 337

SEND Transport Inflation 1,006 861 861 2,728 2,104 780 753 3,637 1,098 (81) (108) 909

Highways Energy 150 150 150 450 150 150 150 450 - - - g

Waste PFI Contract Inflation 1,410 1,410 1,410 4,230 1,910 1,660 1,660 5,230 500 250 250 1,000

Contract Cost Inflation - VIA 232 566 566 1,364 1,632 566 566 2,764 1,400 - - 1,400

Contract Cost Inflation - VIA* (1,000) (1,000), (1,000) - - (1,000))
Subtotal Transport and Environment Inflation 2,942 3,131 3,131 9,204 5,298 3,168 3,384 11,850 2,356 37 253 2,646
Communities & Public Health

Contract Cost Inflation - Inspire 285 285 285 855 352 285 285 922 67 - - 67

Contract Cost Inflation - Country Parks 40 40 40 120 40 40 40 120 - - - -

NWSC Contract Utilities Benchmarking 240 - - 240 240 - - 240
Subtotal Communities & Public Health Inflation 325 325 325 975 632 325 325 1,282 307 - - 307
Total 18,308 18,797 18,797 55,902 21,623 19,265 19,762 60,650 3,315 468 965 4,748|
Total Pressures & Inflation 31,942 33,065 33,422 | 98,429 42,515 24,227 29,557 96,299 10,573  (8,838) (3,865) (2,1 30)"

*mitigations





