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FINANCIAL IMPACT OF COVID 19  
 

 
1. Summary 

 
1.1 To inform Cabinet of the potential financial impact of the Covid 19 pandemic on 

the 2020/21 General Fund, Capital and HRA budgets due to reduced income or 
increased expenditure. 

 
2. RECOMMENDATIONS 
 

2.1  That Members note the report and agree the proposed funding of the initial 
shortfall identified. 

2.2 That members note the possible implications for the collection fund and the 
possible impact on next year’s general fund position.  

2.3 That Members note monitoring and reporting will continue as the year progresses. 

 
3. Background  

 
3.1. This paper provides an early indication of what the financial implications 

of COVID-19 might be on the Council for 2020/21 based on the 
information available at the time of writing. 

3.2. The core assumption used in this report is that COVID-19 will cause 
significant disruption to ‘daily’ income flows for the period April to July for 
items such as parking and building control income but also projects 
some of the disruption to continue further (such as leisure provision) and 
anticipates some sustained reduction in economic activity. 

3.3. The report considers areas where additional expenditure has been 
necessary in response to COVID-19 and projects future costs for the 
financial year. 

4. Impact on Income 
 

4.1. The necessary closures and changes to service as a result of Covid 19 
have had a significant impact on income received in the first few months 
of the year and going forward. The table below shows income streams 
that are expected to be impacted as a result of the crisis including the 
current estimates of reductions in income for the year. 
 
 
 
 
 
 
 
 
 



CABINET 
25 JUNE 2020 

 
Income Stream £ Basis of Assumption (main elements) 

Leisure 605,500 Full year reduction in management fee 

Markets 177,500 Full year loss of income 

Other Fees and Charges 123,500 April to July Loss with some ongoing effect 

Parking 350,000 April to June Loss with some ongoing effect 

Planning & 

Development 
418,000 

Ongoing effect (equivalent to 1/3 loss of 

income) 

Commercial/Community 

Rents 
420,000 

Full year effect for deferred/ overdue rents 

  2,094,500   

 
4.2. The highest impact on income is anticipated to be the current closure 

and subsequent limited opening of Fairfield Leisure Centre. The contract 
provides for a management fee to be paid from the operator to the 
Council each year. However, due to the financial impact of the closure 
and the social distancing measures that will need to be employed once 
the centre is re-opened, it is anticipated that there will be no 
management fee income in 2020/21. The Council is also in discussions 
with the leisure provider on the further financial support that they are 
requesting as per the terms of the leisure contract. 
 

4.3. Other significant areas identified are parking, and planning and 
development. The parking income loss is due to lockdown measures and 
a slowdown in income whilst confidence builds during the recovery 
period. 
 

4.4. Planning and development income reductions are based on future 
projections and the loss is less certain at this stage.  The planning 
element of income was strong for the first two months of the year despite 
the lockdown but effects on confidence are thought likely to reduce 
income as the year progresses. In contrast, building control income has 
been weak initially as works have stalled but is expected to pick up, albeit 
at lower levels than initially anticipated.  
 

4.5. Interest Income has not been included above as it is too early in the year 
to make a confident projection. Pooled Funds’ Investments have lost a 
significant amount of their value due to the impact of Covid 19 and it is 
likely that future fund dividends will be affected by this reduction and 
market conditions.  The general fund interest budget is £1.2m. Interest 
income is expected to be significantly lower in 2020/21 than in previous 
years where the budget has been overachieved.  
 

4.6. The Council has budgets of around £943,000 for general fund rental 
income. Deferrals have been offered to six leaseholders and there is 
some latency of payment on other leases.  If this continues and deferrals 
result in non-payment, the resulting loss of income is estimated at 
around £420,000 
 

4.7. The Council also has various income sources within the HRA. Rent 
arrears have increased compared to the last year by around £60,000. It 
is difficult to know at this stage how much of the increase is due to Covid 
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-19 pressures. Additionally, there are some late commercial rents which 
could result in an additional bad debt provision of £43,000 if the trend 
continues. 
 
 

5. Additional Expenditure  
 

5.1. The Council has been incurring some additional general fund costs as a 
result of the crisis. The areas of cost are outlined in the following table 
including current estimates going forward and key assumptions. 

 

Type of General Fund 

Expenditure £ Assumptions 

Additional Cleaning 
                        

65,000  
Increased cleaning for rest of 

financial year 

Personal Protective Equipment (PPE) 
                        

91,000  Costs to date projected forward 

Homelessness 
                      

230,000  
Continuing costs for additional 

support until autumn 

Emergency Food Support 
                        

40,000  Costs to date projected forward 

Contractual/Supplier Support 
                      

605,000  Latest estimates for year 

Miscellaneous 
                        

19,000  Costs to date projected forward 

Recovery Costs 50,000  Block estimate of recovery costs  

Total 
                        

1,100,000   

 

5.2. On the 20 March 2020 the government published Procurement Policy 
Note 02/20: Supplier relief due to COVID-19. This note explained how 
support should be given to Council contractors due to Covid 19 to ensure 
service continuity during and after the current coronavirus. Accordingly, 
appropriate support has been discussed and offered to contractors 
where the impact of Covid 19 has been significant and Council support 
has been deemed to be reasonable. Support can take the form of 
advances, additional payments to support the services or payments 
related to contractual negotiation. The current estimate of general fund 
supplier support is expected to be in the region of £605,000, which 
includes additional cost support to the leisure, waste and theatre 
providers. 
 

5.3. In March 2020 the government provided limited funding for councils to 
house rough sleepers in order to support self-isolation during the 
lockdown.  Specific funding has stopped but there remains an 
expectation from government that councils continue to provide 
accommodation for this group during the following months. The current 
estimate of the costs of continued support until autumn is £230,000. 
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5.4. The Council is responsible for supporting those who, whilst not 

designated as being in need of shielding by the NHS, nevertheless are 
vulnerable or are facing a genuine food emergency. A community hub 
has been set up, resourced by Council staff, to provide this support. 
Since the start of the hub to 3 June 2020, 472 food parcels have been 
delivered to those in a food emergency who have no friends or family 
supporting them. It is difficult to know when this support will no longer be 
required, but it is estimated that the cost of the food parcels will be in the 
region of £40,000. 
 

5.5. In order to ensure a safe working environment for those staff who are 
unable to work from home during the pandemic, an enhanced cleaning 
regime has been introduced at the Civic Centre. This includes bringing 
in a temporary cleaning supervisor and re-deploying the public 
convenience contractor to support the in-house cleaners. In addition, an 
electro static treatment is being undertaken in the communal areas on a 
weekly basis. The estimated cost of these measures is £65,000. 
 

5.6. Personal Protective Equipment (PPE) will also need to be provided for 
those staff undertaking site visits or enforcement activity. The cost of this 
is expected to be £91,000. 
 

5.7. In addition to the General Fund costs, the HRA is expected to incur 
around £124,000 of additional costs including supplier support, cleaning 
and PPE.  
 

5.8. Currently the estimated costs of delays and safer workspace 
arrangements for the Council’s capital projects is estimated at around 
£197,000 for the capital programme but there are ongoing discussions 
with contractors. At this stage it is not necessary to stop any capital 
projects as a result of the pandemic. 

 

6. Expenditure Reductions 
 

6.1. Some activities have been limited or cancelled in respect of the Covid-
19 measures. This will achieve some limited savings and these will be 
reflected in the usual budget monitoring reports as relevant. 
 

7. The Collection Fund 
 

7.1. As a billing authority the Council has responsibility for collecting both 
Council Tax and Business Rates on behalf of itself and other preceptors.  
 

7.2. As part of its measures to support those businesses affected by Covid 
19, the government announced expanded business rates relief for 
occupied retail, leisure and hospitality properties in the year 2020/21. 
Business rate reliefs of £58.5m have now been applied to nearly 700 
leisure, hospitality and retail businesses within the Borough. The effect 
of these reliefs means that the rates that would have been received will 
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be paid by government grant instead. This equates to around 65% of 
business rates normally collected. 
 

7.3. Remaining rates, net of other discounts of around £32m, are due to be 
collected over the year. Deferral arrangements have been made in 
respect of 6% of due instalments and late payments in respect of 37%. 
 

7.4. If the deferrals and missed payments convert to non-payment the  
provisions for bad debts will need revising and future distributions of the 
collection fund will be reduced with the Council losing on 20% of the 
income and respective pooling gains. 
 

7.5. The Council collects around £71.58m in Council tax on behalf of 
preceptors with most of the income distributed to Kent County Council 
with around 10% being retained by the Council. 
 

7.6. The Council has received a sum of £897,000 from the government’s 
Hardship Fund. This fund delivers additional relief to those in receipt of 
local council tax support. All claimants of council tax support will see their 
council tax bills reduce by £150 for 2020/21. The Council will also have 
to pay for new Council Tax Support cases via the Collection Fund. Cost 
of these cases has increased to date by around £350,000 a year. 
Payment failure has occurred for around £1m of council tax payments in 
the first two months and deferral arrangements of around £260,000 per 
month were agreed for the first two months. 
 

7.7. The Council only takes around 10% of the Collection Fund surplus or 
deficit into its accounts but given the above figures, it is possible that a 
significant deficit may occur which would be accounted for in 2021/22. 
 

7.8. The Collection Fund also has a cash flow impact on the Council as it 
pays out precepts on estimates made before the current situation and 
receives income as it is paid. The Council’s cashflow modelling has 
shown that it has managed the reduced income flows over the period. 
This has been helped by government supporting cash flows in respect 
of the funding of business rate grants.  
 
 

8. Funding 
 

8.1. Government funding of £1,125,220 has been received for 2020/21 
Coronavirus costs. As it stands this covers the additional direct spending 
but not the loss of income or collection fund losses.  
 

8.2. Local authorities are submitting regular data to government on costs and 
loss of income as the government continues to review the funding offer.  
 

8.3. The Council Budget includes a contribution to general fund reserves of 
£6.2m in 2020/21. It is proposed that this reserve contribution is 
decreased in year by around £2m to cover the gap between the 
estimated costs/loss of income and government funding received. 
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8.4. The Council has sufficient reserve levels and will seek to balance 
earmarked reserve levels so that reserves set aside to offset unexpected 
losses are utilised and reserves set aside for infrastructure investment 
and the Medium Term Financial Plan are protected. 
 

8.5. Housing Revenue Account and Capital costs will be funded form existing 
budgets in the first instance with future monitoring reports identifying any 
additional funding needs.    

 
9. Relationship to the Corporate Plan 
 

Council Performing Strongly Theme  
 
10. Financial, legal, staffing and other implications and risk assessments* 
 

Financial Implications As included throughout report 

Legal Implications 

 

None 

 

Staffing Implications None 

Administrative 
Implications 

None  

Risk Assessment The forecasts included will be updated as 
matters progress. They include an element of 
uncertainty and assumptions are shown. 
Regular reporting to officers and Members will 
continue. 

 
6. Details of Exempt Information Category 
 
 

 Not applicable 
 
 
7. Appendices 
 

None. 
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