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Purpose

To provide the Board with an update of the financial impact to the Council of 
the Covid-19 pandemic. 
 
Recommendation

That the Board note the report. 

1.0 Background

1.1 Following the outbreak of COVID-19 there has been an impact on the 
Council’s finances through a combination of increased costs, reduction 
in income (mainly fees and charges) and losses of funding from Council 
Tax and Business Rates. 

1.2 The Council has received Covid 19 government grant funding of 
£1.183million towards meeting the cost pressures.  A Sales, Fees and 
Charges Compensation Scheme has been introduced by the 
Government to contribute towards income losses with the first claim due 
to be provided to the Government by the end of September 2020. Details 
of how Central Government intends to support Local Authorities with 
Council Tax and Business Rate losses is due to be announced as part 
of the forthcoming Spending Review.

1.3 A comprehensive reporting process has been introduced by the 
Government to enable Councils’ to report all the financial pressures 
being experienced as a result of Covid 19 and to access Central 
Government support for Local Councils. 

1.4 Because of the uncertain nature of the financial impact of COVID the 
report and appendix consider various scenarios.                     
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2.0 Report

2.1 The expenditure analysis in appendix A shows a forecast of total gross 
additional costs (including unachievable savings) for the year of 
£1.688m. The main drivers of this cost are: the provision of housing pods 
for rough sleepers, the IT cost of facilitating remote working for Council 
Staff, and the financial support to the operator of Gosport Leisure Centre 
following its temporary closure and re-opening under social distancing 
conditions. The Council has recently been successful in a £200k bid for 
a grant that may in part be able to be used to offset the cost of 
expenditure on Rough Sleepers, the financial impact of this will be 
reflected in subsequent forecasts.

2.2 The income analysis in Appendix A shows a forecast income loss for the 
year of £0.916m. The main drivers for loss of income are loss of Parking 
Income, profit share and management fee from the Leisure Centre 
planning fees, licencing and potential loss of commercial rent income. 

2.3 As mentioned, the government have agreed to partially compensate 
Councils for income losses through a Sales, Fees and Charges 
Compensation Scheme.  In broad terms, the Council must meet the first 
5% of any loss and then 25% of the remaining loss with central 
Government funding the difference.  Income such as that from 
commercial rents is excluded from the scheme and Councils will need to 
meet these losses in full. 

2.4 The grant to support additional expenditure has been received. The 
Sales, fees and charges compensation grant to support income losses 
will be claimed over 3 periods, with the first claim for the period up to and 
including September 2020.   

2.5   In order to better understand the risks and the range of possible financial 
outcomes, a sensitivity analysis has been used with three scenarios:

2.5.1 Scenario 1 (£906k deficit) - This is the Council's central 
forecast for additional costs, income losses and a sum of £515k 
being received under the Government's Sales, Fees and Charges 
compensation scheme. 

      2.5.2 Scenario 2 (£530k deficit) - This is the Council's optimistic 
scenario.  As Scenario 1 above but varied by:

 Reduced financial support required for the Leisure 
Centre

 Housing pods are removed earlier
 Income from car parks and other fees is better than 

expected.

2.5.3 Scenario 3 (£1,431k deficit) - This is the Council's 
pessimistic scenario.  As Scenario 1 above but varied by:
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 Reduced financial support required for the Leisure 
Centre is worse than predicted

 Housing pods remain with same numbers as present
 70% of all budgeted income is lost.

3.0 Risk Assessment

3.1 There is a risk to future service provision depending on the financial 
impact of COVID and the level of Government support received.   

4.0 Conclusion

4.1 Despite Government financial support there remains a financial cost to 
the Council arising from the impact of Covid 19. The Council's central 
forecast is for an overall financial deficit of 906k. However, given the 
uncertainty associated with some key costs, income losses and the level 
of overall Government funding to be received, the overall forecast deficit 
is reasonable expected to vary between £530k and £1.4m as set out in 
Appendix B. Any overall deficit that arises will be met from existing 
reserves. 

Financial Implications As set out in the report
Legal Implications None

Crime and Disorder N/A

Equality and Diversity N/A

Service Improvement Plan N/A

Corporate Plan: N/A
Risk Assessment: Section 3 of the report
Background papers: N/A
Climate Change No direct impact
Appendix A+B

Lead Officer Gary Morris 


