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(To be read from the Chair if members of the public are present) 

 
In the event of the fire alarm (single continuous sound) being activated, please leave the room 
immediately. 
Proceed downstairs by way of the main stairs or as directed by GBC staff, follow any of the 
emergency exit signs. People with disability or mobility issues please identify yourself to GBC 
staff who will assist in your evacuation of the building. 

 
 
 

Legal & Democratic Support Unit: Linda Edwards – Borough Solicitor 
Switchboard Telephone Number: (023) 9258 4242 
Britdoc Number: DX136567 Gosport 2   Website: www.gosport.gov.uk 



 
 
 
 

IMPORTANT NOTICE: 
 

• If you are in a wheelchair or have difficulty in walking and require 
access to the Committee Room on the First Floor of the Town Hall 
for this meeting, assistance can be provided by Town Hall staff on 
request 

 
If you require any of the services detailed above please ring the Direct Line 
for the Democratic Services Officer listed on the Summons (first page). 

 
 

NOTE:  
 
i. Members are requested to note that if any member wishes to speak at the Board meeting 

then the Borough Solicitor is required to receive not less than 24 hours prior notice in writing 
or electronically and such notice shall indicate the agenda item or items on which the 
member wishes to speak.  

ii. Please note that mobile phones should be switched off for the duration of the meeting. 
 
 
 



Policy and Organisation Board (Extraordinary Meeting) 
4 February 2009 

AGENDA 
   

 PART A ITEMS 
 

RECOMMENDED 
MINUTE FORMAT 

1. APOLOGIES FOR NON-ATTENDANCE  
   
2. DECLARATIONS OF INTEREST  
   
 All Members present are required to declare, at this point in the 

meeting or as soon as possible thereafter, any personal or 
personal and prejudicial interest in any item(s) being considered 
at this meeting. 

 

   
3. DEPUTATIONS – STANDING ORDER 3.5  
   
 (NOTE: The Board is required to receive a deputation(s) on a 

matter which is before the meeting of the Board provided that 
notice of the intended deputation and its object shall have been 
received by the Borough Solicitor by 12 noon on Monday, 2 
February 2009.  The total time for deputations in favour and 
against a proposal shall not exceed 10 minutes). 

 

   
4. PUBLIC QUESTIONS – STANDING ORDER 3.6  
   
 (NOTE: The Board is required to allow a total of 15 minutes for 

questions from members of the public on matters within the terms 
of reference of the Board provided that notice of such Question(s) 
shall have been submitted to the Borough Solicitor by 12 noon on 
Monday, 2 February 2009). 

 

   
5. TREASURY MANAGEMENT AND PRUDENTIAL INDICATORS 

2009/10 
PART I 

   

 This report outlines the Council’s prudential indicators for 2009/10 
to 2011/12 together with the expected treasury operations for this 
period. It fulfils four key legislative requirements: 
 
 The reporting of the main prudential indicators setting out the 

expected capital activities  
 The Council’s Minimum Revenue Provision (MRP) Policy  
 The treasury management strategy  
 The investment strategy  

Contact Officer: 
John Norman 

Ext 5316 

   

6. CROSS REFERENCES FROM COMMUNITY AND 
ENVIRONMENT BOARD (4 FEBRUARY 2009) AND HOUSING 
BOARD (4 FEBRUARY 2009) 

PART II 
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Policy and Organisation Board (Extraordinary Meeting) 
4 February 2009 

 A) COMMUNITY AND ENVIRONMENT BOARD BUDGET 
2009/10  

       
      B)  HOUSING BOARD GENERAL FUND BUDGET 2009/10  

Contact Officers: 
John Norman 

Ext 5316 
 

Tim Hoskins/ 
Julian Bowcher 
Ext 5322/5551 

   

7. POLICY AND ORGANISATION BOARD BUDGET 2009/10 PART II 

   

 The purpose of this report is to consider the Board’s revised 
2008/09 and 2009/10 budgets, including the Board’s fees and 
charges for 2009/10 and capital programme, and recommend 
thereon to the Policy and Organisation Board for inclusion in the 
Council’s overall budget proposals. 

Contact Officer: 
John Norman 

Ext 5305 
 

   

8. COUNCIL BUDGET 2009/10 PART I 

   

 The report outlines the financial situation of the Council’s General 
Fund in the current year and, after consideration of the main 
factors affecting the outlook for 2009/10 including Exchequer 
support and reserve levels, recommends a budget level for that 
year. The proposed budget is expected to result in an increase in 
the Borough’s share of the Council Tax of 4.5% after taking 
account of reserve and tax collection fund balances.  This 
increase equates to an extra 13.3p per week Council Tax for an 
average Gosport property (Band B). 

Contact Officer: 
Peter Wilson 

Ext 5301 

   

9. ANY OTHER ITEMS  
 which the Chairman determines should be  considered, by reason 

of special circumstances, as a matter of urgency. 
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Board / Committee 
 

POLICY AND ORGANISATION BOARD 
 

Date of meeting: 
 

4th FEBRUARY 2009 

Title: TREASURY MANAGEMENT & PRUDENTIAL 
INDICATORS 2009-2010 

Author: 
 

FINANCIAL SERVICES MANAGER 

Status: 
 

FOR RECOMMENDATION TO COUNCIL 

 
 
Purpose 
 
This report outlines the Council’s prudential indicators for 2009/10 to 2011/12 
together with the expected treasury operations for this period. It fulfils four key 
legislative requirements: 
 
 The reporting of the main prudential indicators setting out the expected 

capital activities  
 The Council’s Minimum Revenue Provision (MRP) Policy  
 The treasury management strategy  
 The investment strategy  

 
Recommendation 
 
The Board is recommended to consider this report and refer it to Council for 
formal approval including the prudential indicators, limits within the report and 
MRP policy 
 
 
1.0 BACKGROUND 
 
1.1 Treasury management includes the management of the Council’s cash 

flows, its banking, money market and capital market transactions and is 
generally reported twice a year to P&O Board in September (actual for 
the previous year plus year to date) and January (policy for the year 
ahead in conjunction with prudential indicators). 

1.2 The Local Government Act 2003 in conjunction with the Prudential 
Code require the Council to consider the affordability of its capital 
expenditure plans during the annual budget setting process. The 
Prudential Code operates by the provision of prudential indicators, 
which highlight particular aspects of capital expenditure planning.   

1.3 The purpose of the indicators is to provide a framework for capital 
expenditure decision making. The report highlights through the 
prudential indicators the level of capital expenditure, the impact on 
borrowing and investment levels and the overall controls in place to 
ensure the activity remains affordable, prudent and sustainable.     
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1.4 Within this overall capital expenditure framework there is a clear impact 
on the Council’s treasury management activity, either through 
increased borrowing levels or the application of investment balances.  
As a consequence the treasury management strategy for 2009/10 is 
included to set appropriate parameters for the expected treasury 
management activity.  This report also includes the treasury prudential 
indicators.  The production of the treasury management strategy is a 
requirement of the CIPFA Code of Practice on Treasury Management. 

1.5 In addition, part of the treasury strategy requirement is the formulation 
of an investment strategy.  Investment guidance issued by the DCLG 
during March 2004 overlaps into the Code of Practice requirements 
and the reporting requirements of the DCLG guidance have therefore 
been incorporated into the treasury management strategy. 

 
2.0 CAPITAL EXPENDITURE AND THE CAPITAL FINANCING 

REQUIREMENT 
 
2.1 The capital expenditure plans will be partially financed by resources 

such as capital receipts, capital grants, external contributions and 
deposits. The remaining element which is not able to be immediately 
financed from other sources will impact on the Council’s underlying 
need to borrow (the Capital Financing Requirement, or CFR). The 
summary capital expenditure, financing and the impact on the CFR are 
shown in the table below.     

2.2 A certain level of capital expenditure may be supported by the 
Government; anything above this level will be unsupported and will 
need to be financed from the Council’s own resources.   

2.3 The main limiting factor on the Council’s ability to undertake 
unsupported capital expenditure is the availability of revenue resources 
to support the full implications of capital expenditure, both borrowing 
costs and running costs.   

 
2.4 A key risk of the plan is that these estimated sources of external 

funding are subject to confirmation and / or negotiation which may 
cause changes to the budgeted funding pattern. 

 
2.5 The Council is asked to approve the following capital expenditure 

projections which are taken from the draft Capital Programme in the 
2009/10 Budget. 
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2007/08 2008/09 2009/10 2010/11 2011/12 

Actual Revised Estimate Estimate Estimate Capital Programme 

£'000 £'000 £'000 £'000 £'000 

Capital Expenditure 7,235.0 7,745.3 14,755.6 11,657.0 4,555.0

Financed by:       

Capital receipts 719.7 123.0 4,162.8 3,065.0 1,265.0

Capital grants 2,365.6 2,450.0 2,460.0 2,460.0 2,460.0

Other contributions 923.3 1,737.6 6,174.5 1,267.0 300.0

Revenue 0.0 0.0 0.0 0.0 0.0

Total financing 4,008.6 4,310.6 12,797.3 6,792.0 4,025.0

Net financing need 3,226.4 3,434.7 1,958.3 4,865.0 530.0

 
2.6 The net financing need above will impact directly on the Council’s 

Capital Financing Requirement (CFR). The CFR is the total 
outstanding capital expenditure, which has not yet been paid for from 
either revenue or capital resources. It is essentially a measure of the 
Council’s underlying borrowing need for capital purposes. The Council 
is asked to approve the CFR projections below: 

 

2007/08 2008/09 2009/10 2010/11 2011/12 

Actual Revised Estimate Estimate Estimate Capital Financing Requirement 
(CFR) at 31st March 

£'000 £'000 £'000 £'000 £'000 

Housing 2,371.3 3,887.3 3,987.3 4,301.3 4,315.3

Non - Housing 4,008.0 5,841.3 14,471.9 18,752.5 20,008.9

Total  6,379.3 9,728.6 # 18,459.2 23,053.8 24,324.2

# an additional £7m is included to provide for the possibility of temporary funding pending 
capital receipts 

 
3.0 LIMITS TO BORROWING ACTIVITY 
 
3.1 The Council needs to ensure that net external borrowing does not, 

except in the short term, exceed the total of the CFR in the preceding 
year plus the estimates of any additional CFR for 2009/10 and next two 
financial years.  This allows some flexibility for limited early borrowing 
for future years.   
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2007/08 2008/09 2009/10 2010/11 2011/12 

Actual Revised Estimate Estimate Estimate Treasury Position at 31st March 

£'000 £'000 £'000 £'000 £'000 

Borrowing 8,000.0 11,434.7 20,393.0 25,258.0 25,788.0

Investments (9,823.0) (9,000.0) (4,000.0) (3,000.0) (2,000.0)

Net borrowing (investments) (1,823.0) 2,434.7 16,393.0 22,258.0 23,788.0
CFR 6,379.3 9,728.6 18,459.2 23,053.8 24,324.2

 
3.2 The Council complied with this prudential indicator in the current year 

and will manage borrowing activity within this parameter in the future. 
This view takes into account current commitments, existing plans, and 
the proposals in this budget report. 

3.3 A further two prudential indicators control the overall level of borrowing.   
These are: 
 The authorised limit – This represents the limit beyond which 

borrowing is prohibited, and needs to be set and revised by 
members.  It reflects the level of borrowing which, while not 
desired, could be afforded in the short term, but is not sustainable.  
It is the expected maximum borrowing need with some headroom 
for unexpected movements.  

 The operational boundary –This indicator is based on the 
probable external debt during the course of the year; it is not a limit 
and actual borrowing could vary around this boundary for short 
times during the year. It should act as an indicator to ensure the 
authorised limit is not breached. 

3.4 The Council is asked to approve the following authorised and 
operational limits: 

 
2007/08 2008/09 2009/10 2010/11 2011/12 

Actual Revised Estimate Estimate Estimate Authorised Limit for External Debt 
(against maximum position) 

£'000 £'000 £'000 £'000 £'000 

  8,000 12,500 29,800 27,000 27,300

 
2007/08 2008/09 2009/10 2010/11 2011/12 

Actual Revised Estimate Estimate Estimate Operational Boundary for External 
Debt  

£'000 £'000 £'000 £'000 £'000 

  8,000 11,700 27,500 25,600 26,800
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4.0 AFFORDABILITY PRUDENTIAL INDICATORS 
 
4.1 The previous sections cover the overall capital and control of borrowing 

prudential indicators but, within this framework, prudential indicators 
are required to assess the affordability of the capital investment plans.   
These provide an indication of the impact of the capital investment 
plans on the overall Council finances.   

 The trend is one of increasing revenue costs which reflect the cost of 
funding the capital programme and place further pressure on medium 
term budget projections. These indicators assume that the £7m 
referred to at 2.6 will be raised from capital receipts. The Council is 
asked to approve the following indicators: 

4.2 Actual and Estimates of the ratio of financing costs to net revenue 
stream – This indicator identifies the trend in the cost of capital 
(borrowing costs net of investment income) against the net revenue 
stream. 

 
4.3 Ratio of financing costs to net revenue stream 
 

2007/08 2008/09 2009/10 2010/11 2011/12 

Actual Revised Estimate Estimate Estimate Ratio of financing costs to net 
revenue stream 

£'000 £'000 £'000 £'000 £'000 

Non - Housing -3.4% -2.9% 0.9% 1.2% 1.1%

Housing 0.1% 1.1% 1.5% 1.5% 1.4%

 
4.4 Estimates of the incremental impact of capital investment 

decisions on the Council Tax – This indicator illustrates the trend in 
the cost of the proposed draft capital programme   

 
4.5 Incremental impact of capital investment decisions on the Band D 

Council Tax 
 

    2009/10 2010/11 2011/12 

    Proposed Projected Projected Incremental impact of Capital 
investments decisions on 

    £'000 £'000 £'000 

Council Tax - Band D     £7.31 £13.22 £18.40

 
4.6 Estimates of the incremental impact of capital investment 

decisions on Housing Rent levels – Similar to the Council tax 
calculation this indicator identifies the trend in the cost of the proposed 
the housing capital programme expressed as a change in weekly rent 
levels.   
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4.7 Incremental impact of capital investment decisions Housing Rent 

levels 
 

    2009/10 2010/11 2011/12 

    Proposed Projected Projected Incremental impact of Capital 
investments decisions on 

    £'000 £'000 £'000 

Housing rent levels     £0.28 £0.30 £0.32

 
 
5.0 TREASURY MANAGEMENT STRATEGY 2009/10 – 2011/12 
 
5.1 The treasury management service is an important part of the overall 

financial management of the Council’s affairs.  Its importance has 
increased as a result of the freedoms provided by the Prudential Code.  
Whilst the prudential indicators above consider the affordability and 
impact of capital expenditure decisions, the treasury service covers the 
effective funding of these decisions.  There are also specific treasury 
prudential indicators. 

5.2 The Council’s activities are strictly regulated by statutory requirements 
and a professional code of practice (the CIPFA Code of Practice on 
Treasury Management).   

5.3 An annual strategy is required to be recommended to Council outlining 
the expected treasury activity for the forthcoming 3 years and a further 
report is produced after the year-end to report on actual activity for the 
year. This report includes the Treasury Management Strategy for 
2009/2010. 

5.4 A key requirement of this report is to explain both the risks, and the 
management of the risks, associated with the treasury service.  
This strategy covers: 
 The current treasury position 
 The expected movement in interest rates 
 The Council’s borrowing and debt strategy 
 The Council’s investment strategy (in compliance with the DCLG 

guidance) 
 Treasury performance indicators 

 
 Treasury Position 

The following table summarises the Council’s latest treasury position 
as compared to the end of the previous financial year. 
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  31 March 2008 9 January 2009 

  Gross no of Principal at Average  Gross no of Principal at Average  
  transactions above date Interest Rate transactions above date Interest Rate 
  in year £ m for year in year £ m for year 
Short Term 
Borrowing - - - - -   

Long Term 
Borrowing - 8.000 3.890% 2 11.000 4.030%

Total Debt 0 8.000 3.890% 2 11.000 4.030%
Fixed 
Interest 
Investments 

7 (8.000) 5.540% 13 (11.000) 5.960%

Variable 
Interest 
Investments 

# (1.823) 6.010% # (2.904) 2.150%

Total 
Investments 7 (9.823)  13 (13.904)  
Net Debt 
(Investment)   (1.823)     (2.904)   

# variable transactions may 
take place daily           

 
In view of the uncertainties and higher risk levels that have recently 
developed in the money markets, a very risk averse policy is being 
operated that is substantially within the parameters set by Council. 
Current emphasis is on security and liquidity at the expense of revenue 
returns.  
The authority to respond to different interest rates throughout the 
financial year is delegated to the Borough Treasurer. In his absence 
the Council’s response to short term fluctuations is jointly agreed 
between any two of the Financial Services Manager, the Head of 
Accountancy, and the Group Accountant. There is a clear segregation 
of duties between setting up and authorising loans and investments 
In 2008/09 to date, the Council has been in a net investment position. 
This is expected to move to a net borrowing position in line with capital 
programme projections although the speed and degree of this will 
depend on the progress with capital schemes, the success in raising 
capital receipts and the uncertainties of the economic recovery.    
Maturing investments in 2009/10 will be required to fund the capital 
programme and the projected need for available cash resources will be 
balanced against new capital receipts and the availability of low rates 
of interest for long term loans through the Public Works Loans Board.  
The robust management of capital budgets and schemes is a 
prerequisite to forward planning to ensure the availability of cash 
resources. 
There is a clear operational difficulty arising from the current banking 
crisis. Ideally investments would be invested longer to secure better 
returns, however uncertainty over counterparty creditworthiness 
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suggests shorted dated investments would provide lower exposure to 
risks. 

            Expected Movement in Interest Rates  

The UK economy has entered a profound recession, worsened by a 
dangerous combination of negative growth and dislocation in the 
domestic and world financial markets. The situation in the economy is 
considered critical by the policy setters who are concerned that the 
testing financial environment, the sharp decline in house prices and 
persistently tight credit conditions could trigger a collapse in consumer 
confidence. At best this could deliver a short, sharp downturn, at worst 
a prolonged Japanese-style recession. 
The Bank is expected to continue to ease policy and the need to drive 
commercial interest rates, currently underpinned by the illiquidity of the 
money market, to much lower levels suggests the approach will be 
more aggressive than might otherwise have been the case.  Only when 
the markets return to some semblance of normality will official rates be 
edged higher. 

 
 Borrowing and Debt Strategy 2009/10 – 2010/11 

The growing uncertainty over future interest rates increases the risks 
associated with treasury activity.  As a result the Council will take a 
cautious approach to its treasury strategy. 
The Borough Treasurer, under delegated powers, will take the most 
appropriate form of borrowing depending on the prevailing interest 
rates at the time, taking into account the risks shown in the forecast 
above.   

o All long-term loans (in excess of 365 days) to be raised through 
the PWLB, Bond Issue or Loan Receipt (1989 Housing Act). 

o All short term loans (less than 365 days) to be raised through 
dealings on the London Money Markets using 
› Garban Harlow Ueda Limited,  
› Tradition UK Limited  
› ICAP 
› R P Martins 
› Other brokers at the discretion of the Borough Treasurer. 
› Directly via the Council’s bank 

 
Returns are to be maximised by efficiency rather than risk – primarily by 
enhanced monitoring of capital fund projects rather than by exposing the 
Council to the market. 
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 Investment Strategy  2009/10 – 2011/12 

 
o In order to limit interest rate exposure all investments are to be 

fixed rate transactions  
o No Investments to exceed 364 days 
o A £3m limit with any single body 
o A minimum credit rating with Moodys Credit Rating Agency of 

P1 Short Term, Aa3 Long Term. Credit ratings are monitored 
closely on at least a weekly basis. 

o Investments to be placed with  

› The Nationwide, Britannia and Yorkshire mutual / building 
societies, (biggest 3) 

› Irish Banks (The January 2007 policy amendment to invest 
with Irish banks was not carried forward to the January 2008 
policy statement due to an oversight and this is now 
corrected to formalise current lending. No further 
investments will be made in these institutions in the 
foreseeable future) 

o Short term surplus funds are to be invested in money market 
funds or deposit accounts as operated by the Council’s bank, 
these offer immediate deposit and withdrawal facilities but still 
at advantageous rates of interest.   

o The main principles governing the Council’s investment criteria 
are the security and liquidity of its investments, although the 
yield or return on the investment will be a consideration, subject 
to adequate security and liquidity.   

 
 Treasury Management Prudential Indicators and Limits on 

Activity 
There are four treasury prudential indicators.  The purpose of these 
prudential indicators is to contain the activity of the treasury function within 
certain limits, thereby reducing the risk or likelihood of an adverse 
movement in interest rates or borrowing decisions impacting negatively on 
the Council’s overall financial position.  However if these are set to be too 
restrictive they will impair the opportunities to reduce costs.  The indicators 
are: 
 Upper limits on variable rate exposure – This indicator identifies a 

maximum limit for variable interest rates based upon the debt position 
net of investments. 

 Upper limits on fixed rate exposure – Similar to the previous indicator 
this covers a maximum limit on fixed interest rates. 
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 Maturity structures of borrowing – These gross limits are set to reduce 
the Council’s exposure to large fixed rate sums falling due for 
refinancing, and are required for upper and lower limits. 

 Total principal funds invested for greater than 364 days – These limits 
are set to reduce the need for early sale of an investment, and are 
based on the availability of investments after each year-end. 

The Council is asked to approve the prudential indicators set out below: 
 

  2009/10 2010/11 2011/12 

   
Upper Upper Upper 

Investments Borrowing Investments Borrowing Investments Borrowing

Limits on Activity 

£'000 £'000 £'000 £'000 £'000 £'000 
Limits on fixed 
interest rates (14,000) 28,300 (14,000) 28,300 (14,000) 28,300

Limits on variable 
interest rates (7,000) 9,000 (7,000) 2,500 (7,000) 2,500

   

Lower Upper Lower Upper Lower Upper Maturity Structure 
(limits & actual) of 
fixed borrowing % % % % % % 

Under 12 months 0% 10% 0% 10% 0% 10%
12 months to 2 
years 0% 20% 0% 20% 0% 20%

2 years to 5 years 0% 35% 0% 35% 0% 35%

5 years to 10 years 0% 20% 0% 20% 0% 20%

10 years and above 0% 100% 0% 100% 0% 100%

   
Maximum 
percentage of 
principal sums 
invested for over 
364 days 

£2m £1m £0m 

       
Compliance with 
CIPFA Code of 
Practice for 
Treasury 
Management in 
the Public 
Services 

Yes Yes Yes 
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 Performance Indicators 

The Code of Practice on Treasury Management requires the Council to set 
performance indicators to assess the adequacy of the treasury function 
over the year.  The table at paragraph 5.4 setting out the present and last 
year end treasury positions includes information on the number of 
transactions and average interest rates. 
 

6.0 MINIMUM REVENUE PROVISION (MRP)  
 
6.1 The MRP policy statement was approved by P&O Board on 25th June 

2008. The policy statement has been amended so that MRP is not 
charged where capital receipts to fund specific schemes will be 
forthcoming in a later year. This is to allow flexibility on the timing of 
asset disposals in times of economic uncertainty. The MRP policy 
statement is included at Appendix A. 

 
7.0 CONCLUSION 
 
7.1 This report considers the financing of the Council’s capital expenditure 

plans and their impact on the capital financing requirement and 
borrowing limits. An appropriate Treasury Management Strategy is 
recommended and Prudential Code indicators are included throughout. 

 
 
 
 
Financial implications: 
 

As contained in the report. 

Legal implications: 
 

The formulation of a plan or strategy for the 
control of the authority’s borrowing, investments 
or capital expenditure is a function reserved for 
the Council. 

Service Improvement 
Plan implications: 
 
Corporate Plan 
 

This report is required in order that to fulfil 
statutory requirements associated with the 
achievement of both service improvement plan 
and corporate plan targets. 

Risk Assessment 
 

As contained in the report 
 

Background papers: 
 

Budget working papers 

Appendices/Enclosures: 
 

Appendix A – MRP Policy Statement 

Author / Lead Officer 
 

John Norman 
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APPENDIX A 
 

Minimum Revenue Provision (MRP) Policy Statement 
 
 
Background 
 
1. Local Authorities are required by statute to charge a Minimum Revenue 

Provision (MRP) to the General Fund revenue account each year for the 
repayment of General Fund debt – where debt is the extent that capital 
expenditure has been financed by borrowing. 

 
2. The MRP scheme was set out in the Local Authorities (Capital Finance 

and Accounting) (England) Regulations 2003 (SI 2003/3146) which has 
now been substantially amended by the Local Authorities (Capital Finance 
and Accounting) (England) (Amendment) Regulations 2008 (SI 2008/414). 
The latter were issued in their final form on 26th February 2008 and came 
into force on 31st March 2008 which means that they apply retrospectively 
to the 2007/2008 financial year as well as all subsequent years. 

 
3. Until 2007/2008, MRP resulted from a prescribed calculation that was 

specified in legislation while the new regulations give local authorities 
more freedom to determine a ‘prudent’ MRP charge that is in line with a 
statement of MRP policy that must be approved by full council. 

 
4. The MRP statement for 2008/2009 may be combined with that for 

2007/2008 and should be submitted to council as soon as practicable in 
the 2008/2009 financial year. For future years (2009/2010 and beyond) the 
statement should be submitted to council before the start of the financial 
year. 

 
Options for MRP 
 
5. The guidance sets out four ready-made options for calculating MRP. 

These are considered to be the most relevant to the majority of local 
authorities but other approaches are not ruled out. 

 
Option 1: Regulatory Method 
 
The current method, which is calculated as 4% of the council’s general 
fund capital financing requirement at the previous 31st March, adjusted for 
smoothing factors from the transition to the prudential capital financing 
regime in 2003. This can continue to be used for all capital expenditure 
incurred prior to 1st April 2008. 
 
Option 2: CFR Method 
 
This differs from Option 1 only in that the smoothing factors are removed 
and it is designed as a simpler calculation. 
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For new borrowing under the Prudential system, two options are 
suggested 

 
Option 3: Asset Life Method 
 
Provision for the repayment of debt is determined by reference to the life 
of the asset for which the borrowing is undertaken.  
This may be accomplished by either: 
o The Equal Instalment Method allows a spread of equal charges over 

the life of the asset 
o The Annuity Method links MRP with the flow of future benefits. Further 

guidance on the application of this method practice may follow.  
 
Option 4: Depreciation Method 
 
Provision for the repayment of debt is made in accordance with the 
standard rules for depreciation accounting 

 
6. Additional voluntary revenue provision may be made under options 3 and 

4 in which case there may be an appropriate reduction in later years levels 
of MRP 

 
7. MRP normally starts in the financial year following the one in which the 

expenditure was incurred although it may be postponed until the financial 
year following the one in which the asset becomes operational. 

 
8. Housing Assets continue to be excluded from these arrangements and 

there is no obligation to make an MRP charge in respect of Housing 
borrowing 

 
9. Both options 1 and 2 may only be used for capital expenditure incurred 

before 1st April 2008 and after that date only for supported borrowing  
 
10. For capital expenditure incurred after 1st April 2008 which is not supported, 

Option 3 or 4 may be applied. 
 
Recommended Policy 
 
For all capital expenditure incurred before 1st April 2008, MRP will be 
based on the Regulatory Method – an extension of existing policy. 
 
For all capital expenditure incurred after 1st April 2008, MRP will be 
based on the Asset Life Method except that where capital expenditure is 
incurred over more than one year then MRP will start in the year 
following the year in which the asset becomes operational.  
 
MRP will not be charged on capital expenditure for which funding is by 
capital receipts which will be forthcoming later. This will allow flexibility 
in maximising capital receipts in term of economic uncertainty without 
incurring a council tax penalty. 
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AGENDA NO. 6A 
 
 

GOSPORT BOROUGH COUNCIL 
 

REFERENCE 
 
 
 
 

TO:               POLICY AND ORGANISATION BOARD –  
                        4 FEBRUARY 2009 

 
 
   FROM:          COMMUNITY AND ENVIRONMENT BOARD –  
                         4 FEBRUARY 2009 
                         
 

TITLE:          COMMUNITY AND ENVIRONMENT BOARD BUDGET 
2009/10 

 
  AUTHOR:   FINANCIAL SERVICES MANAGER  

 
 

 
 
Attached is a copy of the report that was considered by the Community 
and Environment Board on the 4 February 2009 (Appendix ‘B’), together 
with the Minute extract and Board Resolution (Appendix ‘A’). 
 
 
 
RECOMMENDATION:    
 
 To follow. 
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APPENDIX ‘A’ 
 

EXTRACT FROM THE MINUTES OF THE 
COMMUNITY AND ENVIRONMENT BOARD MEETING 

4 FEBRUARY 2009 
 
 
 

 
 
 COMMUNITY AND ENVIRONMENT BOARD BUDGET 2009/10 
 
To follow. 
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APPENDIX B 

 
 
Board: 
 

COMMUNITY AND ENVIRONMENT BOARD 
 

Date of meeting: 
 

4 FEBRUARY 2009 

Title: BOARD BUDGET 2009-2010 
 

Author: 
 

FINANCIAL SERVICES MANAGER 

Status: 
 

FOR RECOMMENDATION  

 
 
Purpose 
 
The purpose of this report is to consider the Board’s revised 2008/09 and 
2009/10 budgets, including the Board’s fees and charges for 2009/10 and 
capital programme, and recommend thereon to the Policy and Organisation 
Board for inclusion in the Council’s overall budget proposals 
 
Recommendation 
 
The Board is requested to recommend to P&O Board its requirements for   
 

 the revenue budget (revised 2008/09 and estimate 2009/10) 
 the fees and charges for 2009/10  
 the capital programme 2008/09 to 2013/14 

 
 
1.0 BACKGROUND 
 
1.1 The Board is required to consider and recommend to P&O Board its 

requirements for the 2008/09 and 2009/10 financial years. 
 
1.2 P&O Board will consider its own and other Board requirements on 4th 

February, and make recommendations to Council regarding the overall 
Council budget. 

 
1.3 Members have been circulated with drafts of both the Budget and Fees 

and Charges Books for 2009/10. The draft figures have been compiled 
in line with the guidance contained in the Council’s budget strategy 
(P&O Board 25th June 2008). 

 
1.4 This Boards budgets are contained on the following pages: 
 

 Revenue budgets pages 3 to 14 
 Revenue variances appendix 1, pages 1 to 3 
 Capital programme pages 47 to 50 

 



 
1.5 The Budget Book continues to be presented in the revised format that 

was first used in 2007/08 that is aimed at providing a presentation that 
more readily aligns with the Council’s service unit structure.    

 
1.6 There are several general points regarding the reported figures : 
 

 Capital Finance and Grants Deferred income  
 

A depreciation charge is made to revenue services and administration 
accounts. This charge represents the cost of using the council’s assets 
during the year and is offset by an opposite and equal figure within the 
P&O Board budget so that it does not impact on the level of council tax. 
This accounting treatment is obligatory and is carried out by all local 
authorities.  
 
From 2006/07, it also became necessary to show income against 
services for the proportion of any capital grants or external financing 
that have been received to finance capital expenditure. As with 
depreciation, this is offset within P&O Board.  
 
 Administration Recharges  

 
Administration recharges represent the cost of the Council’s service 
units – both frontline and support – that are incurred in providing the 
Council’s services. They are a recharge of the total service unit costs 
which are overseen by the Personnel Sub and P&O Boards. They can 
vary between both services and boards, as well as between the 
General Fund, Housing Revenue Account and the Capital Programme 
and reflect the complexity of the Council’s structure and services 
provided. 
 
 Variance Analysis  

 
The variance analysis shows the major budgetary variations from (i) the 
original budget to the revised budget and, (ii) the revised budget to the 
estimated budget. 
 
In practice, at the lowest level, there will always be many budgetary 
variations – both positive and negative - as officers manage budgets 
and provide for service delivery under delegated authority. These will 
also include virements in line with financial regulations. The variance 
analysis in the budget book includes the major variations only. 

 
 

1.7 A subjective analysis (an analysis by type of expenditure as opposed to 
by service heading) is in the table below. 
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  ORIGINAL REVISED BUDGET 
  2008/2009 2008/2009 2009/2010 
  £ £ £ 
Employees  279,840 318,690 283,960 
Premises 616,880 771,380 715,530 
Transport 20,470 23,690 23,760 
Supplies and Services 577,560 598,210 605,180 
Third Party Payments 3,308,400 3,339,460 3,477,780 
Transfer Payments 1,191,080 1,048,000 1,055,990 
Support Services 2,863,970 2,809,150 2,851,700 
Depreciation & Impairment 
Losses 736,280 773,090 750,410 
Miscellaneous  0 0 
  9,594,480 9,681,670 9,764,310 
Income - Grants Deferred 359,460 359,880 359,880 
Income - Other 2,090,520 2,081,370 2,042,970 
  7,144,500 7,240,420 7,361,460 

 
 

2.0 REVISED BUDGET 2008/09 
 
2.1 The revised budget for 2008/09 for this Board is £7,240,420, an 

increase of £95,920 (1.3%) on the original budget for 2008/09 of 
£7,144,500.   

 
2.2 Excluding the increase in Capital Finance charges (£36,810), Grants 

Deferred (-£420) and the movement in Admin Recharges (-£54,820) – 
all as described in paragraph 1.6 above - the net cost of the Board’s 
services has increased in the revised budget by £114,350. 

 
2.3 The major variations that have been incorporated into the revised 

2008/09 budget are listed in the variance analysis and are summarised 
below. 

 
2.4 Gosport Market 
 

Market income has deteriorated below that budgeted for 2008/09 
(£158,380) and also that received for 2007/08 (£158,498). Reduced 
income of £122,390 has been included in the revised budget.  
 

2.5 Parking 
 

Parking fees and permit income are predicted to be below the originally 
budgeted figures for 2008/09 by £46,250 and £9,740 respectively. 
 

2.6 Concessionary Travel 
Notification has been received from the scheme operator (MCL) that 
the farepass scheme is likely to cost £152,380 less than budgeted in 
2008/09. This budget is considered to be high risk as it is subject to 
external fluctuations that are difficult to predict with a potentially 
material effect on the Council’s finances. 
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2.7 Bus Station 

The reduction in income of £40,750 is due to units becoming vacant or 
being held empty pending redevelopment as predicted in the last 
budget monitor. The reduced level of income is also reflected in the 
budget for 2009/10. 

2.8 Budget Monitoring Report 
 

The last budget monitoring report issued to members in November 
2008 included an increase in the revised budget for this board of 
£175,270. The increase at paragraph 2.2 is £114,350. The reduced 
additional cost is due to a variety of smaller variances that have arisen 
during the budget process.  

 
 
3.0 BUDGET 2009/10 
 
3.1 The budget for 2009/10 for this Board is £7,361,460, an increase of 

£216,960 (3%) on the original budget for 2008/09 of £7,144,500; and 
an increase of £121,040 (1.7%) on the revised budget for 2008/09 of 
£7,240,420.    

 
3.2 Excluding the decrease in Capital Finance charges (-£22,680) and the 

movement in Admin Recharges (+£42,550) - as described in paragraph 
1.6 above - the net cost of the Board’s services has increased by 
£101,170 from the revised budget to the estimated budget. 

 
3.3 The major variations are listed in the variance analysis with the major 

ones including:  
 
3.4 Gosport Museum 
 

The Council’s contribution that is paid to the County Council towards 
the running of the museum has been reduced by £20,000 (was 
£80,000).  

 
3.5 Parking 
 

Parking fees and fines are predicted to recover slightly in 2009/10 by 
£20,000 and £23,000 respectively. 
 

3.6 Provision for a Christmas Fayre at £18,000 has been included for 
2009/10. 

 
3.7 Tenanted Buildings special maintenance is included for Grange Farm 

(driveway) £17,300 and Middlebarn Cottage (external maintenance and 
a kitchen) £8,370 

 
3.8 Appendix A contains a full list of the Board’s special maintenance 

schemes for 2009/10. 
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4.0 FEES AND CHARGES 2009/10 
 
4.1 The recommended fees and charges are included within the draft Fees 

and Charges book.  
 
 
5.0 CAPITAL PROGRAMME 2008/09 TO 2013/14 
 
5.1 The draft Capital Programme is included on pages 47 to 50 of the 

Budget Book.  
 
5.2 Where capital expenditure is not supported by external funding 

(government grant, developer contributions, commuted sums etc) there 
is a direct and material impact on the Council’s revenue budget by way 
of lost interest and borrowing costs. This is projected to have an 
increasing impact over the next few years. 
 

5.3 The figures in the columns headed ‘Local Resources’ at the right hand 
side of the capital programme pages show those schemes that do not 
benefit from external funding and therefore either draw on what 
remains of the Council’s general capital receipts or may require 
borrowing.  
 

5.4 The full capital programme including the overall funding and the end 
impact on the revenue budget will be considered by P&O Board on 4th 
February as part of the overall Council budget.  
 

5.5 The capital programme includes for the following major schemes 
 

 Item 5. Landing Stage replacement  
 Item 27. Holbrook Recreation Centre replacement  

 
Both the successful negotiation and receipt of external contributions 
and the receipt and application of future capital receipts are key 
elements in the funding of these schemes. In order to ensure that 
receipts are maximised and are not hampered by the economic 
climate, it may be necessary to undertake further borrowing to 
temporarily fund these schemes. 

 
 
6.0 RISK ASSESSMENT 
 
6.1 Generally, Council budgeting processes include an element of risk in 

respect of the many variables involved. These include: 
 

 New statutory responsibilities  
 Government led or notified activities  
 Demand led activities which may result in the Council have to react 

to external factors  
 Contractual obligations  
 Market & economic factors including interest rates  
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6.2 To counter these risks and uncertainties, the Council aims to be 
proactive in monitoring and controlling its services and budgets and 
taking prompt corrective action when necessary. 

 
6.3 C&E Board budgets that are considered high risk include 

Concessionary Travel and Gosport Market income.  
 
6.4 Budget risks are considered further in the Council Budget report to P&O 

Board due to their potential impact on the robustness of the Council 
budget and reserve levels. 

 
 
7.0 CONCLUSION 
 
7.1 This report summarises the C&E Board revenue and capital budgets 

for 2008/09 and 2009/10 together with it’s fees and charges and seeks 
a recommendation of the Board’s requirements to P&O Board. 

 
 
 
Financial implications: 
 

As contained in the report. 

Legal implications: 
 

The Council has to set a balanced and robust 
budget and is also under an obligation to carry 
out its functions effectively, efficiently and 
economically 

Service Improvement 
Plan implications: 
 
Corporate Plan 
 

The budget submissions reflect both service 
improvement plans and the corporate plan. 

Risk Assessment 
 

As contained in section 6 of the report 

Background papers: 
 

Budget working papers 

Appendices: 
 

Appendix A – Special Maintenance items 

Report Author: 
 

John Norman 
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APPENDIX A 

SPECIAL MAINTENANCE      
    

NTRE & DESCRIPTION 
2008/2009 2008/2009 2009/2010 

£ £ £ 
 

metery    
12,000 0

  

COST CE ORIGINAL REVISED ESTIMATE  
Pag

e 
   
   
   
LC01 Ce   
Railings 12,000  5 
      

 
 

 top railings 

 at junction 

kers Field - Perimeter fence upgrade 8,600

   
Upgrade facilities for events 0 0 5,000

LA02 Open Spaces     
Lee recreation perimeter fencing upgrade   7,500   
Grove Road recreation - Bow   5,000   
Esplanade seating upgrade   7,500   
Elson recreation car park lining & hatching   2,000   
Military Road to GAFIRS - Provide footway   3,500   
Lee on Solent central promenade railings   8,250   
Broo     
      
LM07 Open Space Events   
Stokes Bay -   
      

ool    
nage & painting 7,000 7,000 0

LA04 Stokes Bay P   
Drai   
      

   
acement 5,000 5,600 5,000

LM05 Public Conveniences  9 
Pump repl   
      

   
surfacing to Carriage Way/Car Parking Areas 0 0 17,300

LT06 Grange Farm Depot  11 
Re   
      

Barn Cottage    
w Kitchen 0 0 5,870

   

LT09 Middle   
Ne   
   

L COMMUNITY & ENVIRONMENT BOARD 24,000 24,600 75,520TOTA   
      



 
 

AGENDA NO. 6B 
 
 

GOSPORT BOROUGH COUNCIL 
 

REFERENCE 
 
 
 
 

TO:               POLICY AND ORGANISATION BOARD –  
                        4 FEBRUARY 2009 

 
 
   FROM:          HOUSING BOARD – 4 FEBRUARY 2009 
                         
 

TITLE:          HOUSING GENERAL FUND BUDGET 2009/10 
 
  AUTHOR:   FINANCIAL SERVICES MANAGER AND HOUSING 

SERVICES MANAGER 
 
 

 
 
Attached is a copy of the report that was considered by the Housing 
Board on the 4 February 2009 (Appendix ‘B’), together with the Minute 
extract and Board Resolution (Appendix ‘A’). 
 
 
 
RECOMMENDATION:    
 
 To follow. 
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APPENDIX ‘A’ 
 

EXTRACT FROM THE MINUTES OF THE 
HOUSING BOARD MEETING 

4 FEBRUARY 2009 
 
 
 

 
 
 HOUSING GENERAL FUND BUDGET 2009/10 
 
To follow. 
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 APPENDIX B
  
Board/Committee: Housing Board 
Date Of Meeting: 4th February 2009 
Title: Housing General Fund Budget 

2009/2010 
Author: Financial Services Manager and 

Housing Services Manager 
Status: For Recommendation to Policy and 

Organisation Board 
 

Purpose 
 
The purpose of this report is to consider the Board’s revised 2008/2009 
budget and 2009/2010 budget, including the Board’s Fees and Charges for 
2009/2010 and capital programme and to recommend to the Policy and 
Organisation Board for inclusion in the Council’s overall budget proposals. 

Recommendation 
 
The Board is requested to recommend to Policy and Organisation Board its 
requirements for the: 
 

a) Revenue budget (revised 2008/2009 and estimate 2009/2010) 
b) Fees and Charges for 2009/2010  
c) Capital programme 2008/2009 to 2013/2014. 

 
1.0 BACKGROUND 
 
1.1 The Board is required to consider and recommend to Policy and 

Organisation Board its requirements for the 2008/2009 and 2009/2010 
financial years. 

 
1.2 Policy and Organisation Board will consider its own and other Board 

requirements on 4th February 2009 and make recommendations to 
Council regarding the overall Council budget. 

 
1.3 Members have been circulated with drafts of both the Budget and Fees 

and Charges Books for 2009/2010. The draft figures have been 
compiled in line with the guidance contained in the Council’s budget 
strategy. 

 
1.4 This Boards budgets are contained on the following pages: 
 

 Revenue budgets pages 15 to 17 
 Revenue variances appendix 1, page 2 
 Capital programme page 46. 
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1.5 The Budget Book continues to be presented in the revised format that 

was first used in 2007/2008 that is aimed at providing a presentation 
that more readily aligns with the Council’s service unit structure.    

 
1.6 There are several general points regarding the reported figures: 
 

 Administration Recharges  
 

Administration recharges represent the cost of the Council’s service 
units – both frontline and support – that are incurred in providing the 
Council’s services.  They are a recharge of the total service unit costs 
which are overseen by the Personnel-Sub and Policy and Organisation 
Board. They can vary between both services and Boards, as well as 
between the General Fund, Housing Revenue Account and the Capital 
Programme and reflect the complexity of the Council’s structure and 
services provided. 
 
 Variance Analysis  

 
The variance analysis shows the major budgetary variations from (i) 
the original budget to the revised budget and, (ii) the revised budget to 
the estimated budget. 
 
In practice, at the lowest level, there will always be many budgetary 
variations – both positive and negative - as Officers manage budgets 
and provide for service delivery under delegated authority. These will 
also include virements in line with financial regulations. The variance 
analysis in the budget book includes the major variations only. 
 

2.0      REVISED BUDGET 2008/2009 
  

2.1 The revised budget for 2008/2009 for this Board is £533,800 - an 
increase of £2,670 (0.50%) on the original budget for 2008/2009 of 
£531,130. 

 
3.0 BUDGET 2009/2010 
 
3.1 The budget for 2009/2010 for this Board is £485,960 a decrease of 

£45,170 (8.5%) on the original budget for 2008/2009 of £531,130 and a 
decrease of £47,840 (8.96%) on the revised budget for 2008/2009 of 
£533,800. 

 
3.2 The major variations are listed in an appendix at the front of the draft 

budget book. 
 
4.0      HOMELESSNESS 
 
4.1 The Housing General Fund Budget consists of three service areas, 

namely Home Adaptations, Private Sector Housing and Homelessness. 
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There has been an increase in Administration Recharges for both 
Home Adaptations and Private Sector Housing. 

 
4.2 The overall Homelessness budget has reduced between the 

2008/2009 Original £403,750 and the 2008/2009 Revised, £400,060 
and the 2009/2010 budget shows a further reduction to £341,690. 
There has, however, been a continuing trend away from commercial 
bed and breakfast to other categories of temporary accommodation 
including Rented Accommodation in the Private Sector (RAPS), 
lodgings and hostel accommodation. 
 

5.0 FEES AND CHARGES 2009/10 
 
5.1 The recommended Fees and Charges are included within the draft 

Fees and Charges book (page 25). 
 
6.0      CAPITAL PROGRAMME 
 
6.1 The draft capital programme is contained within the draft budget book 

(page 46) for approval. Policy and Organisation Board will consider the 
overall programme in the light of available financing resources.          

 
7.0  RISK ASSESSMENT 
 
7.1 Generally, Council budgeting processes include an element of risk in 

respect of the many variables involved. These include: 
 

 New statutory responsibilities  
 Government led or notified activities  
 Demand led activities which may result in the Council have to react 

to external factors  
 Contractual obligations  
 Market and economic factors including interest rates. 

 
7.2 To counter these risks and uncertainties, the Council aims to be 

proactive in monitoring and controlling its services and budgets and 
taking prompt corrective action when necessary. 

 
7.3 The primary risks to the Housing (General Fund) Budget relate to 

Homelessness and cover such risk areas as a shortage of private 
sector lets, an over reliance on commercial Bed and Breakfast 
accommodation and complying with external grant funding conditions 
including Housing Benefit grant and currently, the uncertain financial 
climate. 

 
7.4 Budget risks are considered further in the Council Budget report to 

Policy and Organisation Board due to their potential impact on the 
robustness of the Council budget and reserve levels. 
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8.0     CONCLUSION 
 
8.1 This report summarises the Housing Board (General Fund) revenue 

and capital budgets for 2008/2009 revised and 2009/2010 together with 
its Fees and Charges and seeks a recommendation of the Board’s 
requirements to the Policy and Organisation Board. 

 
Financial Implications: As set out in the report 
Legal Implications: The Council has to set a 

balanced and robust budget and 
has an obligation to discharge its 
function effectively, efficiently and 
economically. 

Service Improvement Plan 
implications: 

The delivery of  a comprehensive 
homelessness service is a key 
element of the Service 
Improvement Plan (SIP) for the 
Housing Service  

Corporate Plan: Better access to decent housing 
is a key Strategic Priority 
(Prosperity) for the Council. 

Risk Assessment: See Section 7.0 
Background papers: Draft Budget Book and Fees and 

Charges 
Appendices/Enclosures: None 
Report Author/Lead Officer Tim Hoskins/Julian Bowcher 
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Agenda item no 7 

 
 
Board: 
 

POLICY AND ORGANISATION BOARD 
 

Date of meeting: 
 

4 FEBRUARY 2009 

Title: BOARD BUDGET 2009-2010 
 

Author: 
 

FINANCIAL SERVICES MANAGER 

Status: 
 

FOR DECISION 

 
 
Purpose 
 
The purpose of this report is to consider the Board’s revised 2008/09 and 
2009/10 budgets, including the Board’s fees and charges for 2009/10 and 
capital programme, and recommend thereon to the Policy and Organisation 
Board for inclusion in the Council’s overall budget proposals. 
 
Recommendation 
 
1. The Board is requested to recommend its requirements for   
 

 the revenue budget (revised 2008/09 and estimate 2009/10) 
 the fees and charges for 2009/10  
 the capital programme 2008/09 to 2013/14 

 
2.   The Board is requested to reaffirm the current policy relating to the 

granting of discretionary rate relief as set out in paragraph 4.2 of the 
report. 

 
 
1.0 BACKGROUND 
 
1.1 The Board is required to consider and recommend to P&O Board its 

requirements for the 2008/09 and 2009/10 financial years. 
 
1.2 P&O Board will consider its own and other Board requirements on 4th 

February, and make recommendations to Council regarding the overall 
Council budget. 

 
1.3 Members have been circulated with drafts of both the Budget and Fees 

and Charges Books for 2009/10. The draft figures have been compiled 
in line with the guidance contained in the Council’s budget strategy 
(P&O Board 25th June 2008). 

 
1.4 This Boards budgets are contained on the following pages: 
 



 Revenue budgets pages 21 to 34 
 Revenue variances appendix 1, pages 3 to 5 
 Capital programme page 51 

 
 
1.5 The Budget Book continues to be presented in the revised format that 

was first used in 2007/08 that is aimed at providing a presentation that 
more readily aligns with the Council’s service unit structure.    

 
1.6 There are several general points regarding the reported figures : 
 

 Capital Finance and Grants Deferred income  
 

A depreciation charge is made to revenue services and administration 
accounts. This charge represents the cost of using the council’s assets 
during the year and is offset by an opposite and equal figure within the 
P&O Board budget so that it does not impact on the level of council tax. 
This accounting treatment is obligatory and is carried out by all local 
authorities.  
 
From 2006/07, it also became necessary to show income against 
services for the proportion of any capital grants or external financing 
that have been received to finance capital expenditure. As with 
depreciation, this is offset within P&O Board. 
 
 Administration Recharges  

 
Administration recharges represent the cost of the Council’s service 
units – both frontline and support – that are incurred in providing the 
Council’s services. They are a recharge of the total service unit costs 
which are overseen by the Personnel Sub and P&O Boards. They can 
vary between both services and boards, as well as between the 
General Fund, Housing Revenue Account and the Capital Programme 
and reflect the complexity of the Council’s structure and services 
provided. 
 
 Variance Analysis  

 
The variance analysis shows the major budgetary variations from (i) the 
original budget to the revised budget and, (ii) the revised budget to the 
estimated budget. 
 
In practice, at the lowest level, there will always be many budgetary 
variations – both positive and negative - as officers manage budgets 
and provide for service delivery under delegated authority. These will 
also include virements in line with financial regulations. The variance 
analysis in the budget book includes the major variations only. 

 
1.7 A subjective analysis (an analysis by type of expenditure as opposed to 

by service heading) is in the table below. 

                                                             7  / 2



 
  ORIGINAL REVISED BUDGET 
  2008/2009 2008/2009 2009/2010 
  £ £ £ 
Employees  221,660 236,020 168,380 
Premises 72,930 139,070 80,830 
Transport 9,130 10,890 10,450 
Supplies and Services 1,923,820 2,333,290 1,802,980 
Third Party Payments 190,520 173,520 178,120 
Transfer Payments 19,738,500 21,006,000 22,391,580 
Support Services 5,244,490 5,361,660 5,132,250 
Depreciation & Impairment 
Losses 301,890 291,580 243,370 
Capital Finance Reversals (800,980) (951,130) (754,160) 
Miscellaneous (202,330) (272,160) 114,930 
  26,699,630 28,328,740 29,368,730 
Income - Grants Deferred 78,480 78,300 65,500 
Income - Other 21,631,560 23,083,920 23,960,930 
  4,989,590 5,166,520 5,342,300 

 
 

2.0 REVISED BUDGET 2008/09 
 
2.1 The revised budget for 2008/09 for this Board is £5,166,520, an 

increase of £176,930 (3.6%) on the original budget for 2008/09 of 
£4,989,590.   
 

2.2 Excluding the decrease in Capital Finance charges and reversals        
(-£160,460), Grants Deferred (-£180) and the movement in Admin 
Recharges (+£117,170) - all as described in paragraph 1.6 above - the 
net cost of the Board’s services has increased in the revised budget by 
£220,040  

 
2.3 The major variations that have been incorporated into the revised 

2008/09  budget are listed in the variance analysis and are summarised 
below. 

 
2.4 Land Charges Income 
 
 Lower than budgeted income of £100,000 is forecast, principally due to 

the economic situation and downturn in the housing market.  
 
2.5 Local Taxation 
 
 Local Taxation court cost income continues to be buoyant and is 

estimated to exceed the budget by £30,000. 
  
2.6 Planning Fees 
 
 Planning fee income has been affected by both the economic situation 

and downturn in the housing market (as with Land Charges income). A 
shortfall of £50,100 is predicted.  
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2.7 Explosion Museum  
 
 The budget for 2008/09 did not include for the continuing net costs 

associated with the museum operation beyond 31st March. The revised 
budget includes an additional net cost of £114,370 for the continued 
operation of the museum to 31st March 2009. 

 
2.8 External Interest Payable and Receivable 

 
Public Works Loans Board (PWLB) long term loans of £3m were taken 
in October at favourable rates of interest in order to forward fund the 
future requirements of the capital programme. This will result in 
additional interest payable of £60,930 in the current year. 
 
The management of surplus sums pending their use is carried out in 
accordance with the Council’s Treasury Management Policy which is 
approved by Council. Surplus funds are invested externally – either at 
fixed rates and durations or in accounts offering immediate deposit and 
withdrawal facilities but still at advantageous rates of interest. This 
activity is estimated to provide additional income of £147,730 in 
2008/09. 

 
2.8 Minimum Revenue Provision 

As part of the final accounts process, £0.8 million of capital receipts 
were ‘set-aside’ in the final accounts for 2007/08 to reduce the level of 
the Council’s capital financing on the balance sheet, (the Capital 
Financing Requirement).  
 
This has yielded revenue savings of £32,000 in 2008/09 by reducing 
the statutory charge to revenue (the Minimum Revenue Provision) for 
the repayment of capital debt. 
 
The method of MRP calculation was subject to regulatory change from 
1st April and required the adoption of a formal policy. This was reported 
to P&O Board as part of the Approval of Statement of Accounts report 
in June.  
 
In line with this, and taking into account the ‘set aside’ above, the MRP 
charge has been recalculated yielding a saving of £51,760 in 2008/09.  

 
2.9 Budget Monitoring Report 
 

The last budget monitoring report issued to members in November 
2008 reflected a decrease in the revised budget for this board of 
£57,490 which included the vacancy allowance provision which has 
now been reflected in the revised administration recharges. 
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3.0 BUDGET 2009/10 
 
3.1 The budget for 2009/10 for this Board is £5,342,300, an increase of 

£352,710 (7%) on the original budget for 2008/09 of £4,989,590; and 
an increase of £175,780 (3.4%) on the revised budget for 2008/09 of 
£5,166,520.    

 
3.2 Excluding the net increase in Capital Finance charges and reversals 

(+£148,760), Grants Deferred (-£12,800) and the movement in Admin 
Recharges (-£229,410) - as described in paragraph 1.6 above - the net 
cost of the Board’s services has increased by £243,630 from the 
revised budget to the estimated budget. 

 
3.3 The major variations are listed in the variance analysis, including:  
 
3.4 Planning Fees 
  

Further reduced income of £10,200 for 2009/10 is estimated  
 
3.5 Priddys Hard – Explosion Museum 
 

The budget provides for the relinquishing of the museum operation 
from 1st April 2009. This initiative is expected to reduce the net costs of 
running the museum by £70,360.   
 

3.6 Assistance to Voluntary Organisations 
 

The general budget for grants to voluntary organisations which is 
overseen by the Grants Sub Board has been increased by £20,000 and 
now includes budgetary provision for Relate. 
 

3.7 Election Fees 
 
There are no local election costs budgeted for in 2009/10, reducing 
expenditure by £51,000. 

 
3.8 External Interest Income 

 
The Council’s net investment position is predicted to erode due to a 
combination of maturing investments being used to fund the capital 
programme and sharply falling interest rates. The net effect of this is 
estimated additional interest costs of £387,100. 

 
3.9 Minimum Revenue Provision (MRP) 
 

As indicated at 2.8, MRP is the statutory charge that must be made to 
the revenue account in respect of the underlying borrowing that has 
taken place to finance the Council’s capital programme to date.  
 
Two main factors are leading to significant increases (£142,300 for 
2009/10) in this charge from now on  
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 The Council has been shielded from the full effects of the MRP 

charge in the past by the Commutation Adjustment. This is a 
government notified adjustment that dates from 1992 and is 
effectively a slowly reducing credit that can be offset against the 
annual MRP charge. This annual credit is now declining rapidly. 

 Those schemes within the Council’s capital programme that are not 
fully financed by external means require Council financing either 
from capital receipts or by borrowing. The low level of capital 
receipts mean that borrowing is increasingly the only option and this 
has a direct impact on the revenue budget by increasing the MRP 
charge in line with the MRP policy. 

 
3.10 Item 8 
 

Item 8 is a prescribed financing adjustment between the General Fund 
(GF) and the Housing Revenue Account (HRA). It is required to ensure 
that each fund bears a fair share of the costs involved in financing the 
capital programme. The projected levels of HRA borrowing necessary 
to finance the HRA part of the capital programme are leading to an 
increase in this charge to the HRA and a resulting credit to the GF. 
 

 
4.0 DISCRETIONARY RATE RELIEF  
 
4.1 Discretionary rate relief is awarded by this Council to qualifying 

organisations in accordance with the approved Policy. This Council 
bears part of the cost of granting such relief under the following criteria: 

 
a) where discretionary relief only is given then 25% of the cost of that 

relief is funded by the Council Tax 
b) where discretionary relief (extra) is given in addition to Mandatory relief 

then 75% of the cost of the extra relief is funded by the Council Tax. 
 

4.2 The current policy guidelines are as follows:- 
 

1. Conditions for Granting Additional 20% Relief 
i) The premises are not occupied for administrative purposes 

only. 
ii) The property involved is not a shop 
iii) The organisation involved does not operate a bar on the 

premises 
iv) There is reasonable access by all sections of the community 

to membership (if applicable) 
v) The property is not a voluntary –aided school 

 
      2. Applications for Discretionary Relief Only 
 

a) Conditions for Granting 100% Relief 
 

i) The premises are not occupied for administrative purposes    
only. 
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ii) The property involved is not a shop 
iii) The organisation involved does not operate a bar on the 

premises 
iv) Membership is open to all relevant sections of the community 
v) Membership cannot be excluded by the votes of existing 

members 
 
b) Conditions for Granting 50% Relief 
 
As in 2 (a) above, except for (iii) 

 
4.3 The current policy has been in place since 1990 and a review has 

recently been undertaken. As part of this review all organisations in 
receipt of Discretionary Rate Relief in 2007/08 were written to advising 
them that a review would be undertaken and asked send in any 
comments – only one organisation responded – Stokes Bay Sailing 
Club, requesting that we take into account that the activities of the club 
attracts competitors and families from outside of the area, thereby 
helping the local economy. 

 
4.4 The Council’s current policy was found to be in accordance with the  

Central Government guidance issued on the areas that a Local 
Authority may wish to consider when determining whether rate relief 
should be granted In addition the review included a comparison with 
the policies of a number of neighbouring Councils. These were found to 
be similar in nature to our current policy (as one would anticipate as 
they are based on the guidance from Central Government) although 
there are small differences in format and approach. 
 

4.5 The reliefs granted in the current year include mandatory totalling 
£557,479.83 which represents 80% of the Rates due and are wholly 
funded from the NNDR national pool at no cost to this Council. A 
further £32,839.49 is granted as a discretionary top up of the remaining 
20% payable by such organisations and 75% (£24,629.62) of this cost 
is borne by this Council. Discretionary relief of 50% or 100% of the 
rates due (according to the current criteria) of £44,596.28 has been 
granted in the current year with 75% (£33,447.21) being borne by the 
pool and 25% (£11,149.07) by this Council. 

 
4.6 GBC’s current policy is generally in line with those of our near 

neighbours and the guidance issued by Central Government. If 
members wish to amend the policy there may be financial implications 
as part of the cost of granting discretionary rate relief is borne by this 
Council. It is recommended that the current policy is reaffirmed and is 
regularly reviewed in future. 

 
 
5.0 FEES AND CHARGES 2009/10 
 
5.1 The recommended fees and charges are included within the draft Fees 

and Charges book.  
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6.0 CAPITAL PROGRAMME 2007/08 TO 2012/13 
 
6.1 The draft Capital Programme is included on page 51 of the Budget 

Book.  
 
6.2 Where capital expenditure is not supported by external funding 

(government grant, developer contributions, commuted sums etc) there 
is a direct and material impact on the Council’s revenue budget by way 
of lost interest and borrowing costs.  
 

6.3 The figures in the columns headed ‘Local Resources’ at the right hand 
side of the capital programme pages show those schemes that do not 
benefit from external funding and therefore either draw on what 
remains of the Council’s general capital receipts or may require 
borrowing.  
 

6.4 While the full capital programme including the overall funding and the 
end impact on the revenue budget will be considered within the 
Council’s overall budget report, it should be appreciated that many of 
the P&O Board capital schemes are discretionary and the amounts 
listed under local resources will impact on capital balances and the 
revenue budget as outlined above.  
 
 

 
7.0 RISK ASSESSMENT 
 
7.1 Generally, Council budgeting processes include an element of risk in 

respect of the many variables involved. These include: 
 

 New statutory responsibilities  
 Government led or notified activities  
 Demand led activities which may result in the Council have to react 

to external factors  
 Contractual obligations  
 Market & economic factors including interest rates  

 
7.2 To counter these risks and uncertainties, the Council should be 

proactive in monitoring and controlling its services and budgets and 
taking prompt corrective action when necessary. 

 
7.3 P&O Board budgets that may be considered of at least a medium risk in 

terms of the possibility of a variation and the corresponding potential 
impact include Housing Benefits, Local Land Charges income and 
Interest Income. 

 
7.4 Budget risks are considered further in the Council Budget report to P&O 

Board due to their potential impact on the robustness of the Council 
budget and reserve levels. 
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8.0 CONCLUSION 
 
8.1 This report summarises the P&O Board revenue and capital budgets 

for 2008/09 and 2009/10 together with it’s fees and charges and seeks 
a recommendation of the Board’s requirements. 

 
 
Financial implications: 
 

As contained in the report. 

Legal implications: 
 

The Council has to set a balanced and robust 
budget and is also under an obligation to carry 
out its functions effectively, efficiently and 
economically 

Service Improvement 
Plan implications: 
 
Corporate Plan 
 

The budget submissions reflect both service 
improvement plans and the corporate plan. 

Risk Assessment 
 

As contained in section 6 of the report 

Background papers: 
 

Budget working papers 

Appendices: 
 

None 

Report Author  
 

John Norman 
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AGENDA NO 8 
 

GOSPORT BOROUGH COUNCIL 
 

BOARD/COMMITTEE: POLICY & ORGANISATION BOARD 
 

DATE OF MEETING: 4 FEBRUARY 2009 
 

TITLE: COUNCIL BUDGET 2009/10 
 

AUTHOR: DEPUTY CHIEF EXECUTIVE & 
BOROUGH TREASURER 
 

STATUS: FOR RECOMMENDATION TO 
COUNCIL 
 

 
SUMMARY OF REPORT AND RECOMMENDATIONS    
 
The report outlines the financial situation of the Council’s General Fund in the 
current year and, after consideration of the main factors affecting the outlook 
for 2009/10 including Exchequer support and reserve levels, recommends a 
budget level for that year. The proposed budget is expected to result in an 
increase in the Borough’s share of the Council Tax of 4.5% after taking 
account of reserve and tax collection fund balances.  This increase equates to 
an extra 13.3p per week Council Tax for an average Gosport property (Band 
B). 
 
RECOMMENDATION 
 
It is recommended that the Board consider the budget requirements of 
all of the Council’s Boards (including Fees & Charges and Capital 
Programme) and the capital financing principles outlined in paragraph 
7.4 of the report and recommend to Council a revised 2008/9 budget 
totalling £12,707,000 and a budget for 2009/10 totalling £13,082,000 
(including a contribution to reserves of £80,000). 
 
1.0 PURPOSE OF REPORT 

1.1 To recommend budget levels for General Fund services for 2009/10 
and help determine, in due course, the level of Council Tax to be levied 
in the Borough. (Council will take the final decision on the Council Tax 
level for 2009/10 at a special meeting scheduled for 23 February 2009 
when precepting authorities’ requirements are known). 

 
2.0 INTRODUCTION 
 
2.1 The Council’s finances have been steadily recovering following a 

prolonged period when overspending on statutory demand-led services 
such as Housing Benefits and Homelessness was a regular feature 
and reserves reached critically low levels. In addition, many areas of 
the Council’s finances have been under pressure from increased 
demand, new statutory responsibilities and above-RPI cost increases.  
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2.2 A recent survey by the Local Government Association on how the 
recession is hitting councils produced the following headlines:  
• Reduced income is projected to cost councils up to £2.5bn next year. 
• Income from services that councils charge for is expected to drop by 

around £100m for both this financial year and the next. 
• Income from services connected to the property market is falling most 

rapidly – property searches by 45%, planning fees by 17% and 
building control by 13% 

• Capital receipts from money that councils earn from property or land 
are projected to fall by £1.8bn  

• Income from interest on money deposited by councils is expected to 
fall by 44% or £600m in 2009/10. 

 
2.3 Whilst, the current economic crisis has so far mainly impacted on 

income levels increased demand for services is also likely in the 
longer term. Combined with a significant real terms reduction in 
the amount of Exchequer support being received, the Council is 
entering a period of several years where there may be insufficient 
resources to deliver services to the current level, despite the 
efficiency savings and other economies being achieved.  

 
2.4 The Local Government Act 2003 requires the Council to consider 

whether its budget is balanced and robust with appropriate levels of 
reserves.  It is considered that the currently proposed budget is 
balanced and robust and any proposed amendments must be 
considered in this context. In particular, any significant reduction 
of the budget or reserves will have an impact on the forecasts for 
future years and affect the Council’s ability to maintain adequate 
service levels and fund the proposed capital programme. 

 
2.5 Conclusions about the adequacy of the proposed budget are based on 

both an examination of various aspects that are summarised in a risk 
assessment and the knowledge that services are being reviewed in 
order to achieve efficiencies in the longer term. The proposed budget 
assumes that substantial spend-to-save economies can be 
achieved during the coming year, possibly requiring extensive 
use of the revenue financing reserve. 

 
2.6 Reserve powers for capping of the Council’s budget still exist and the 

Government have made it clear that these powers will be used if 
necessary.  It is probable that a Council Tax increase of over 5% would 
result in capping and it has been indicated that a lower figure might be 
applied this year.   

 
2.7 The Exchequer Grant for 2009/10 of £7,260,152 is only £36,121 higher 

than the current year, a 0.5% cash increase. A cash increase of only 
0.5% has been provisionally announced for 2010/11 and only minimal 
increases should be expected in the following 3 years.  
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3.0 REVISED 2008/9 EXPENDITURE & INCOME 
 
3.1 The revised budget totals £12,707,000, the same as the original. 
 
3.2 The draft budget book contains a list of variations that have arisen 

between the Council’s original spending plans for the current year and 
the latest estimate of expenditure and income.  There are a number of 
substantial variations, many of which have previously been anticipated 
in budget monitor reports, plus a large number of smaller variations. As 
volatility of the budgets has increased during the year, particularly as 
economic conditions have deteriorated, risks associated with the 
budgets have also increased. 

 
3.3 The Working Balance is currently being maintained at its 7% target 

level (£890,000 by 31 March 2009) but the Revenue Financing 
Reserve is barely at an adequate level sufficient to fulfil its intended 
purpose, being used to fund spend-to-save initiatives during 2008/9 as 
well as meeting the cost of slippage from 2007/8.  

 
3.4 Efforts will be made to improve the 2008/9 finances further during what 

remains of the financial year, although there is still a risk of increased 
costs associated with the national Bus Pass scheme. 

 
4.0 BUDGET PROPOSALS FOR 2009/10 
 
4.1 The total proposed net budget for 2009/10 is £13,082,000 and this 

represents an increase of £375,000 (3.0%) on the original budget for 
the current year. Of this change the most striking issue is the expected 
loss of income, primarily due to the recession and deterioration in the 
national economy: £36,000 relates to Market income, £28,000 recycling 
income, £8,000 car parking income, £88,000 land charges income 
£60,000 planning income and reduced investment income £227,000 
(net). Also additional financing charges of £90,000 and inflation of 
approximately £427,000 have affected the budget. Staffing savings in 
excess of £260,000 have been achieved in the 2009/10 budget 
compared to that of the current year and the manpower budget shows 
a reduction of approximately 14 posts (4.1%). A detailed analysis of all 
variations is contained in the draft budget book. 

  
4.2 Every effort has been made to ensure that the proposed budget is 

balanced and robust.  Only the minimum necessary levels of 
maintenance and administration expenditure have been provided for. 

 
4.3 Appendix 1 summarises a risk assessment of the budget areas 

considered most vulnerable.  These risks are now much higher than 
in previous years and must be borne in mind when considering 
reserve levels. 
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5.0 RESERVES 
 
5.1 General Fund provisions available for general use comprise a Working 

Balance and the Revenue Financing Reserve.  The Board agreed 
ground rules for the operation of the Revenue Financing Reserve when 
Budget Strategy for 2006/7 was considered.  Revenue Financing 
Reserve is to be used to ensure that fluctuations in annual 
maintenance requirements can be met, to underwrite uninsurable risks 
and for funding spend-to-save revenue and capital initiatives. 
Maintaining a viable Revenue Financing Reserve is essential for 
improved management of the Council’s finances and the delivery 
of the level of efficiency savings assumed in the proposed budget. 

 
 
5.2 The Council’s Working Balance minimum prudent target level of 7% of 

net expenditure would equate to £916,000 for 2009/10. It has 
previously required budget contributions and use of council tax 
collection fund surpluses in order to maintain the percentage link. 
Although very low compared to most local authorities, it is now 
considered appropriate to cap the Working Balance at a level of 
£900,000, subject to annual review of budget risk. This will ease 
pressure on Council Tax levels slightly and should allow a faster build 
up of the Revenue Financing Reserve in future for application to spend-
to save initiatives etc. 

 
 
5.3 Provision is therefore made in the 2009/10 budget to maintain reserves 

as follows:  General Fund Working Balance will be increased by 
£10,000 to £900,000 during 2009/10 and Revenue Financing Reserve 
will increase by £70,000 to £519,830. 

 
6.0 THE LONGER TERM OUTLOOK 
 
6.1 A 3-year projection of revenue commitments (Appendix 2) indicates 

further pressures on budgets. A significant proportion of the projected 
increases continues to relate to the expected costs of major contracts 
that are due to be retendered and the revenue impact of the Capital 
Programme. 

 
6.2 Projected budget totals including inflation are as follows: 
  

 Budget 
£’000 

Budget Increase 
% 

Potential Council Tax  
 Increase % 

20010/11 13,749 5.1 11.6 

20011/12 14,453 5.1 9.1 

20012/13 15,232 5.4 9.3 
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6.3 Action must be taken to cut the projected cost of services to an 

affordable level and/or increase income in order to reduce the 
required Council Tax rises to a level that will avoid capping in 
coming years. The reductions necessary to the Council’s 
projected General Fund budget to achieve a Council Tax increase 
of 4.5% (below likely capping level) amount to £407,000 in 2010/11, 
a further £317,000 in 2011/12 and an additional £374,000 in 
2012/13. 

 
6.4 A significant factor contributing to the budget pressure now being 

experienced is the reduced level of central government grant that 
is being allocated to district councils. Inherent in the grant 
settlements is the expectation that councils can continue to make 
significant efficiency savings. Gosport has a long track record of 
achieving savings and providing services in innovative ways – 
partnerships, outsourcing etc. The Council will continue to 
explore ways of operating more efficiently and will use its 
reserves for spend-to-save initiatives where appropriate. A review 
of the organisational structure will seek to identify where there are 
opportunities to deliver services differently in the future, taking 
advantage of natural staff turnover wherever possible. Whilst 
efficiencies should be expected to provide a large part of the 
required savings, service levels will almost certainly also be 
affected. 

 
6.5 A revised Medium Term Financial Strategy (2009/10-2013/14) will be 

brought before the Board in March 2009, reflecting the implications of 
the approved budget. Efficiency Review and Best Value processes will 
continue to assist in identifying economies that will improve the above 
forecasts, as will close monitoring of services using the Council’s 
Performance Management Framework. 

 
7.0 THE COUNCIL’S CAPITAL PROGRAMME 
 
7.1 A separate report dealing with Treasury Management Strategy and 

Prudential Code of Borrowing for the coming year is on the agenda for 
recommendation to Council. 

 
7.2 The Council’s capital programme for the 6 years to 2013/14 amounts to 

over £45M and will require substantial use of capital receipts and 
borrowing. 

 
7.3 There is a direct impact on revenue budgets arising from the capital 

programme and, where expenditure is not supported by Government 
grant, a resulting council tax requirement. (See para. 6.1 & Appendix 
2). The ability of the Council to properly maintain and improve its 
assets is a concern, principally because of the revenue impact. The 
amount of discretionary capital expenditure in the capital 
programme is being strictly controlled as the Council can only 
use the prudential code justification for funding new capital 
investment if it can be demonstrated that the revenue 
consequences are affordable. 
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7.4 In order to assist the overall affordability of proposed capital 

investment, it is vital that the Council applies available funding in the 
most efficient way. Therefore, in future the capital element of any non-
ringfenced grants such as Housing and Planning Development Grant 
will be used as a source of general funding for the capital programme. 
In addition, any surplus investment income earned will generally be 
used to make a contribution towards the relatively high capital financing 
costs of short life assets and capital receipts will also be applied 
according to the same priorities. This will cushion the impact of the 
capital programme on Council Tax levels and facilitate the “prudential 
code” justification of major projects. These principles are considered to 
be good practice in response to new capital accounting requirements 
and have been integrated in to the presented budget and all forward 
projections, helping to underpin the long term financial health of the 
Council. 

 
8.0 COUNCIL TAX LEVELS FOR 2009/10 
 
8.1 The budget of £13,082,000 for 2009/10 will result in an increase of 

4.5% in Gosport’s share of the Council Tax when that is set on 23 
February 2009. The Band D tax is likely to be £206.78 for 2009/10. 

 
8.2 Based on provisional data, the Council Tax increases resulting from 

alternative 2009/10 budget levels are as follows: 
 

 BUDGET   £M TAX RISE   %  
 12.834 0  
 12.944 2  
 12.999 3  
 13.109 5  

  
 (For 2009/10 1% Council Tax is equivalent to approximately £55,000 

net expenditure). 
 
9.0 CONCLUSION 
 
9.1 The proposed 2009/10 budget of £13,082,000 is considered both 

balanced and robust, producing an increase of 4.5% in Gosport’s 
Council Tax.  The outlook for 2009/10 and beyond is substantial 
upward pressure on budgets and the Council’s Budget Strategy 
for 2010/11 will address this when it is considered during summer 
2009. 

 
9.2 A budget book containing the budget as finally approved will be 

circulated by April. 
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Financial Implications: Council’s General Fund Budget, 

Capital Programme and Council 
Tax level for 2009/10 

Legal Implications: The Council has to set a 
balanced and robust budget and 
is also under an obligation to 
carry out its functions effectively, 
efficiently and economically 

Service Improvement Plan 
implications: 

The budget submissions reflect 
both service improvement plans 
and the corporate plan. 

Corporate Plan: Ditto. 
Risk Assessment: As contained in section 6 of the 

report and para’s. 2.5, 3.2, 3.4 & 
4.3 

Background papers: Draft Budget Book 
Draft Fees and Charges Book 
Budget working papers 

Appendices/Enclosures: 1. Risk Assessment 
2. 4 year projection 

  
Report Author/Lead Officer Peter Wilson 

 
 



 
APPENDIX 1 

BUDGET RISK ASSESSMENT (GENERAL FUND) 
 

Budget Area Risk Budget
£’000 

Likelihood Revenue 
Impact 

Comment 
 

Concessionary Fares Increased costs. >1,000 H H Cost of new national pass scheme remains a concern. 
Political Balance Problems delivering difficult 

decisions 
N/A H H  

Capital Programme Failure to raise necessary 
financing 

N/A H M/H Current economic climate may not facilitate the raising of 
the required level of new capital receipts 

Homelessness Additional demand. 2,045 H M Many authorities are already experiencing more demand 
Gosport Market Income Reduction in stall numbers. 122 H L Recession may lead to an improvement 
General Income Shortfall due to unpredicted 

demand changes. 
3,300 M H Budget reflects prudent income forecasts but economic 

conditions may cause further deterioration. 
Housing Benefits Overpayment rates &/or demand 

increase, grant formula change. 
22,391 M M There are signs of increasing demand due to the 

recession 
Land Charges Income Recession/policy change. 165 M M  
Insurance Claims experience forces more 

self-insurance. 
350 M M Fire claims & susceptibility to storm damage are of 

concern. 
Inflation Exceeds allowance. 427 M M Savings are considered more likely 
Vacancy Savings target Target cannot be achieved. 310 M M Budgeted provision is considered achievable 
Maintenance & Administration Inadequate provision. 3,000 M L Essential expenditure has been provided for. 
 
Interest Income (net) 

Reduces from forecast or capital 
receipts & deposits get spent 
earlier than anticipated. 

121 L M The Council has been over-dependent on investment 
income. Much of this income will disappear by 2011 as 
capital resources are spent. 

NOTES 
1 Assessment is of 2009/10 budget taking account of past trends and budget monitoring. 
2 Likelihood: High = most years, Medium = Occasional, Low = rare. 
3. Impact: High = over £100,000; Medium = £50 – 100,000; Low = less than £50,000  



 
APPENDIX 2 

 
 

PROJECTED GENERAL FUND FOR THE YEARS TO 2013/14 
(AT CURRENT PRICES) 

  (£'000) 
  2010/11 20011/12 2012/13 2013/14 
      
A 2009/10 Base Budget 13,082 13,082 13,082 13,082 
      
B Revenue Increases     
    Local Elections 53  53  
    Major Contract re-tendering  350 350 350 
    Leisure Centre  -100 -100 -100 
    Pension Contributions 70 140 210 280 
    Other -11 -4 -4 -4 
  112 386 509 526 
C Additional Financing Charges * 156 196 417 451 
D (A+B+C) 13,350 13,664 14,008 14,059 
      
E Less Revenue Decreases     
    Specific Grants -114 -189 -189 -189 
    Revenue Streams 65 150 215 230 
  -49 -39 26 41 
F PROJECTED BUDGET TOTALS 13,399 13,703 13,982 14,018 
 (D-E)  
 
*Arising from the Capital Programme and accounting requirements 
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