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Gravesham Borough Council

Report to: Cabinet

Date: 29 June 2020

Reporting officer: Sarah Parfitt - Director (Corporate Services)

Subject: Financial Impact of COVID-19

Purpose and summary of report: 
To provide Members with a strategic view of the impact of COVID-19 on the short term and 
medium term financial position of the council.

Recommendations:
1. This report is for information only.

1. Introduction

1.1 The COVID-19 pandemic has had the most profound impact on the daily lives of 
UK residents of any event this century; significant societal restrictions on 
movement and association, coupled with intense harm to the national economy 
through the enforced closure of businesses and an inevitable loss of jobs.

1.2 Collectively, the impact of COVID-19 is one of significant damage to the health 
and wellbeing of the Gravesham community and, equally, presents a substantial 
challenge to the future sustainability of the council and its essential frontline 
community services.

1.3 On 12 May 2020, a report was considered by Council outlining the social and 
economic impact the pandemic has had upon the Gravesham community and 
providing details of the council’s comprehensive community support offer during 
the period. At that meeting, Council unanimously put on record its gratitude to all 
those involved across all sectors in the outstanding response to the global 
COVID- 19 pandemic and, equally, expressed condolences to those who have 
lost loved ones in this tragic event.

1.4 This report aims to provide a focus on the anticipated financial impacts of the 
pandemic on the Council.
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2. General Fund Budget Impact

2.1 The council has experienced direct costs resulting from the pandemic, including:

 Responding to Government guidance to provide suitable accommodation to 
ensure rough sleepers and the homeless are able to remain safe;

 Supporting the national response through the establishment of business 
support hubs and community support hubs, working with voluntary sector to 
support shielded and vulnerable persons and ensure they are provided with 
food and other essential supplies as needed.

 Working with suppliers and contractors of the council to manage supply chain 
risks and ensure that they are able to continue to support the delivery of 
services during and after the outbreak.

 Mobilising the workforce to be able to respond to and continue to deliver 
essential council services from remote locations and in challenging 
circumstances.

2.2 Funding has been provided by government to support these activities, as set out 
in Section 4 of this report.  There is a shortfall in the funding provided by 
government thus far, in terms of funding to support these activities, other 
pressures around increased service expenditure and the impact on the council 
from the loss of revenue income.

2.3 The most significant impact for the council will arise from a decline in key revenue 
streams including council tax, business rates, fees and charges and rental 
income.

2.4 To reflect these pressures on the General Fund, officers have updated the 
Medium Term Financial Plan (MTFP) based on a series of assumptions regarding 
the most significant financial impacts of the pandemic.  These assumptions have, 
and will continue to be refined over the coming weeks and months through 
internal discussions, intelligence from professional groups (such as the Kent 
Finance Officers Group) and as actual impacts become known. 

2.5  The assumptions reflected in the updated MTFP are set out below:

Council Tax

2.5.1 The pandemic is creating a challenging financial period for residents of the 
borough.  During May the council has seen an increase in applications for 
council tax support.  

2.5.2 Through its Hardship Fund, Government has provided financial support to 
those working age recipients of council tax support through a further 
reduction in their liability of up to £150 per household during 2020/21 and 
funding to support hardship payments to qualifying applicants.

2.5.3 The collection rate is currently at a level some 1.24% lower than at the 
same point last year.  It is expected, however, that the rate may slow as 
the economy moves further through the pandemic situation and the impact 
is felt by the resident of the borough.  For the current purposes of financial 
planning, it has been assumed that there will be a 10% reduction in council 
tax collections in 2020/21.
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Business Rates

2.5.4 Business trading has also been severely affected.  Government financial 
support for businesses has been provided through a number of 
mechanisms, including one year 100% business rates relief for business 
within the retail, leisure and hospitality sectors, Business Support Grants 
and access to favourable loan facilities. 

2.5.5 The collection rate is currently holding up, however it is expected this may 
change as the economy moves further through the pandemic situation.  It 
has been assumed that there will be a 10% reduction in business rate 
collections in 2020/21.

Business Property Rents

2.5.6 As per the above, the council is likely to see an impact on rental income 
from tenants in its business premises.  Commercial rent is generally due 
quarterly in advance on 25 March, 24 June, 29 September and 25 
December.  Given the UK lockdown did not commence until 23 March it is 
too early to accurately predict the likely impact on this income stream.  
Businesses have also been given extra protections from recovery action 
through Government’s action to temporarily ban landlords from serving 
statutory demands or issuing winding up petitions between 1 March and 30 
June 2020.

2.5.7 For the purposes of financial planning, it has been assumed that there will 
be a 25% reduction in property rent collections in 2020/21.  

Car Park Income

2.5.8 Since 24 March 2020, use of council-owned car parks has been free while 
Government restrictions have been in place to combat the spread of 
COVID-19.  Charges were reintroduced from 1 June 2020 to assist in 
controlling the numbers of people visiting the town.

2.5.9 The Medium Term Financial Plan has been updated to reflect a £243,000 
loss of car park income during the period April to May.  It has been 
assumed that there will be a 50% reduction in car park income for the 
period June – August with levels returning to normal from September and 
for the rest of the year.

Other fees and charges income

2.5.10 Due to revised arrangements around leisure provision, an income 
reduction of £300k is forecast in 2020/21.

2.5.11 An assumption of a 25% reduction in other fees and charges has been 
adopted for financial planning purposes.

Investment Income

2.5.12 The income generated by the council through its investment activity will be 
significantly impacted by the reduced base rate and significant volatility in 
the investment market.  The Bank of England decided to reduce base rate 
twice in just over a week to 0.1% as a response to the coronavirus 
pandemic, with the latest cut taking the base rate to its lowest-ever level.
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2.5.13 For financial planning purposes it has been assumed that the council’s 
investment income will be reduced by 23% in 2020/21, with returns in 
future years reflective of restrained base rate forecasts.

2.6 Based on this current set of assumptions, the total estimated impact on the 
General Fund is £3.75m, as presented in the MTFP at appendix two to this report 
and summarised in the table below.

Area of Expenditure or Income Estimated Impact

Running Expenses £300,000

Business Property Rents £1,156,130

Car Park Income £424,790

Other Fees and Charges income £1,673,700

Investment Income £195,500

TOTAL IMPACT 2020/21 £3,750,120

2.7 It should be noted however, that due to Collection Fund accounting arrangements 
for Council Tax and Business Rates, the anticipated % reductions described in 
sections 2.5.3 and 2.5.5 won’t be experienced within the MTFP until 2021/22 
when a repayment to the Collection Fund will be required. There will be however, 
be cash-flow implications in 2020/21 of lower collection rates.

2.8 The cumulative impact as presented across the MTFP from 2020/21 to 2028/29, 
comes to £5,673,570, which comprises the direct 2020/21 impacted as set out in 
the table above, the Collection Fund implications in 2021/22 and reduced 
investment income projections across all years.

2.9 The General fund capital programme for 2020/21 totals some £14.4m.  Whilst 
much of the programme will continue to be delivered, there are likely to be delays 
in project and the need to defer a small number of projects due to COVID-19.  
Significant projects that are likely to be affected include:

 Delivery of the proposed Brookvale Office Accommodation

 The Property & Land Acquisition Programme

 Land Acquisition at Dering Way



5

3. HRA Budget Impact

3.1 Whilst the HRA has not been as significantly impacted as the General Fund in 
terms of expenditure pressures, officers have also sought to update the HRA 
Business Plan to capture the most significant financial impacts of the pandemic 
situation.  Once again, these are primarily related to the income streams of the 
HRA, with assumptions continuing to be refined over the coming weeks and 
months. 

3.2 The assumptions currently reflected in the Business Plan are set out below:

Housing Rents and Service Charges

3.2.1 Council tenants will be financially impacted by COVID-19 and this will be 
reflected in their propensity to pay their weekly rent to the council.  
Restrictions have also been set in place by Government on formal action 
to recover rent arrears through new evictions until at least 23 August 2020.

3.2.2 For financial planning purposes it has been assumed that rental and 
service charge income will be reduced by 2% in 2020/21.

Housing Rents and Service Charges

3.2.3 The HRA also receives other income from non dwelling rents, Hall letting 
and investment returns.  Each stream has been reviewed to assess the 
likely reduction and therefore impact on the financial position of the HRA.

3.2.4 Based on this current set of assumptions, the total estimated impact on the 
Housing Revenue Account is £0.573m in 2020/21, as presented in the 
Business Plan at appendix three to this report and summarised in the table 
below.

Area of Expenditure or Income Current Assumption Estimated Impact

Repairs and Maintenance Additional costs as 
operatives moved from 
capital schemes to repairs 
and maintenance

£30,000

Rents and Service Charges £500,000

Other Income £43,000

TOTAL IMPACT 2020/21 £573,000

3.3 The HRA capital programme for 2020/21 totals £19.7m.  Whilst much of the 
programme will continue to be delivered, there will be delays in bringing projects 
forward for delivery due to COVID-19.  Significant projects that are likely to be 
affected include:

 Kitchen and Bathroom replacement programmes which have been 
suspended and will not commence until July at the earliest

 New Build schemes at Whitehill and Valley Drive, which are delivering 
some 32 and 49 units, will be delayed by around three months
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Sale of Council Houses

3.4 The number of Council Houses sold is likely to reduce during 2020/21 due to 
COVID-19.  Initial estimates are that instead of selling 30 properties during the 
year, sales will fall to around 20.  Whilst this does, in some way, assist the council 
by maintaining its current level of housing stock, this will affect the availability of 
Right to Buy receipts which are used to fund 30% of future New Build schemes 
and may result in the authority needing to borrow additional money to finance the 
programme.

4. Central Government Support to District Councils

4.1 The Government recognised at an early stage the role that local authorities would 
play as their part of the national response and, on 20 March the Ministry for 
Housing, Communities and Local Government (MHCLG) announced an initial 
funding allocation to local authorities of £1.6bn intended to manage the impact of 
COVID-19 on services, with a particular focus of funding for upper tier authorities 
for social care provision.  The council received £52,216 from this first tranche.

4.2 From April 2020, the Ministry for Housing, Communities and Local Government 
(MHCLG) has instigated monthly financial returns to help departments across 
Central Government understand the financial impact, both direct and indirect, that 
the COVID-19 pandemic is having on local authorities.  The two returns requested 
so far have been duly returned on behalf of the council.

4.3 A second tranche of £1.6m funding for the sector was announced in late-April.  
With the basis of the allocation for this second tranche being primarily population-
based and the latest assessment by MHCLG on the challenges being faced by 
local authorities.  The council received £1,054,438 from this second tranche, 
taking the total funding received to date to just over £1.1m.  This is unlikely to 
mitigate spend on COVID-19 response and is insufficient by itself to meet the 
other anticipated expenditure pressures of the council over the course of the 
current financial year, as set out in the next table.

March 
2020

April – May 
2020

Sub Total 
(YTD)

Full Year 
2020-21

Additional spending 
pressures  - General 
Fund( £m)

0.077m 0.538m 0.615m 1.107m

Additional spending 
pressures  - HRA (£m)

-- 0.020m 0.020m 0.030m

Total funding received 1.106m

SHORTFALL 0.038m

4.4 The table demonstrates that, based on the most recent projections, the current 
level of funding allocated to the council by Government does not fully cover the 
anticipated additional spending pressures identified by the council.  This also 
makes no regard to the anticipated reductions in income set out in the earlier 
sections of this report.  
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5. Cashflow

5.1 The council has also had to increase its efforts to ensure the effective 
management of its cash flow since the start of the pandemic situation, particularly 
given the reduction in income received by the council through council tax and 
business rates and the requirement for the council to make preceptor payments 
on a basis reflecting a pre-COVID-19 world.    

5.2 Government has recognised these pressures and have sought to ease any 
immediate impacts by making S31 grant payments for changes to the business 
rates scheme up front rather than passing these amounts in instalments across 
the year (£1.3m) and deferring payment of the central government grant share of 
business rates to the second half of the current financial year (£3m).

5.3 The latest cash flow projections are attached at appendix four to this report.

6. Future uncertainty

6.1 There continues to be significant uncertainty around the future of local 
government funding and this has been further exacerbated by announcements 
made over the last few months.

6.2 On 28 April 2020 the government confirmed that the Review of Relative Needs and 
Resources (which forms the basis of the Fair Funding Review) and the introduction of 
75% business rates retention will no longer be implemented in April 2021.  
Government indicated that it would work with local government on funding for 
2021/22.

6.3 On 6 May 2020 it was announced that the revaluation of business rates, due to take 
place in April 2021, will no longer take place. 

6.4 At the time of writing this report, there is no indication that the government are 
intending to make any changes to the timelines for transitional period of Brexit.  
June is the deadline for the UK to request an extension of the transition period 
beyond December 2020.
 

7. Next Steps

7.1 Due to its efforts over the last five years through the delivery of its Bridging the 
Gap activity and Balancing the Budget Initiatives, the Council has a strong level of 
reserves which will be sufficient to avoid serious financial difficulty in the short 
term.  Provisional financial information indicates that both the General Fund and 
Housing Revenue Account will have favourable outturns at the end of the 2019/20 
financial year, further helping the financial position of both accounts.  

7.2 The Council continues to be a going concern and there is no need for the council 
to take any immediate strategic financial decisions in response to the financial 
impact of COVID-19.
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7.3 In respect of the General Fund, provisional outturn figures indicate that the 
Council held £4.9m in usable working balances at 31 March 2020 which could be 
deployed to meet any financial pressures without an immediate impact on service 
delivery or delivery of Corporate Plan priorities.  The provisional HRA General 
Reserve balance at 31 March 2020 was just over £3m.  Any such action to deploy 
these reserves would, however, significantly jeopardise the financial viability of the 
Council long term. 

7.4 Unless further financial support is provided by Government in due course there 
will be an adverse impact upon the council’s medium term financial position. 

7.5 The Council maintains strong financial governance arrangements and spend 
decisions have continued to be made in line with usual arrangements over the last 
three months and will continue moving forward.  As part of its ongoing financial 
arrangements, the Council will therefore:

 Maintain its monthly revenue budget monitoring arrangements, identifying any 
emerging pressures with particular focus on COVID-19 response and recovery 
activity.

 Keep under review delivery of its capital programme and the revenue impacts 
of any deviation from this.

 Keep under review its cash flow position.

 Monitor collection rates of main income streams on a monthly basis.

 Monitor its performance through the existing Performance Management 
Framework, which has been enhanced in the last few months with a set of 
indicators focused on monitoring and managing the impacts of COVID-19.

 Ensure delivery of the residual Bridging the Gap activity (valued at just over 
£318,000) is progressed.

 Actively contribute to lobbying for further financial support for the sector as a 
whole through groups such as the Local Government Association, District 
Council’s Network, Society of District Treasurers and Kent Finance Officers 
Group.

7.6 It is proposed that a further report is brought to Cabinet in September to update 
Members on the anticipated financial impacts of COVID-19 on the Council.  

8. BACKGROUND PAPERS

Anyone wishing to inspect background papers should, in the first place, be directed to 
Committee & Electoral Services who will make the necessary arrangements.



IMPLICATIONS APPENDIX 1
     

Legal No decision to be taken - the report is for noting.

Finance and Value 
for Money 

As contained within the main body of the report.

Risk Assessment As contained within the main body of the report.

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
N/A

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
N/A

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
N/A

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
N/A

Equality Impact 
Assessment

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan The financial resilience and sutainability of the Council will impact on the ability to 
deliver the Corporate Plan.

Crime and Disorder N/A

Digital and website 
implications

N/A

Safeguarding 
children and 
vulnerable adults

N/A

https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/key-definitions/what-is-personal-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/special-category-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/criminal-offence-data/
mailto:gdpr@medway.gov.uk

