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BRIEF SUMMARY

This paper provides an update on devolution across Hampshire and the Isle of Wight,
and a summary of the process undertaken to develop the Local Government
Reorganisation (LGR) proposal for submission by Southampton City Council and other
Local Authorities across Hampshire and the Isle of Wight by the deadline of 26™
September 2025 as required in the letter of 5" February 2025 from the Minister of
State for Local Government and English Devolution.

RECOMMENDATIONS:

0] To note the devolution position with regard to the proposed
Hampshire and the Solent Combined County Authority.

(i) To consider the report and provide any points for consideration by
the forthcoming Council and Cabinet meetings in relation to the draft
Local Government Reorganisation proposal.

REASONS FOR REPORT RECOMMENDATIONS

1. This is an update report to Governance Committee providing progress on
devolution, and consideration of the draft proposal for the Southampton City
Council LGR submission to the government.

ALTERNATIVE OPTIONS CONSIDERED AND REJECTED

2. None regarding LGR, the Council is required to formulate and submit compliant
option proposals to the Government for consideration as a statutory consultee.
The final decision under the Local Government Act 2000 falls to Cabinet as an
executive decision.

DETAIL (Including consultation carried out)
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On the 16 December 2024 the government published its English Devolution
White Paper setting out its plans for both devolution and reorganising local
government. This was followed in July by the introduction of the English
Devolution and Community Empowerment Bill.

Devolution

On 5 February 2025 (following a submission of expression of interest), the
Deputy Prime Minister and Secretary of State Angela Rayner announced that
Hampshire and the Isle of Wight (referred to by the Government as Hampshire
and the Solent) has been accepted onto the priority programme.

Statutory instruments, which is the legal process, have now been confirmed and
will be laid in parliament in the autumn with a strategic authority established in
early 2026 in advance of the first mayoral election in May 2026.

Since the last report on 28 July 2025, the Home Office and the Ministry of
Housing, Communities and Local Government (MHCLG) have confirmed that
the Office of the Police and Crime Commissioner (OPCC) and Fire and Rescue
Service (FRS) will transfer into the Mayoral County Combined Authority (MCCA)
in April 2027.

The investment fund, and future capacity funding, is expected to be announced
in September.

Projects have been established as outlined in the previous paper, with subject
matter expert resource allocated accordingly. A level of dedicated project
resource has also been appointed, and regular project governance meetings
are in place, to ensure that the programmes can be delivered within the
required timescales.

Local Government Reorganisation

In the White Paper, the government set out its vision for local government
reorganisation. This means the structure and responsibilities of local authorities
will be reconfigured. The government indicated that population sizes of circa
500,000 are preferable, however this is a guide figure and not a target and that
lower and higher numbers can be submitted.

10.

As is the case already with Southampton City Council (SCC), unitary councils
make it clearer for residents and businesses who is responsible for all local
government services in an area. It also allows for a more joined up approach to
service provision with the aim of ensuring better outcomes for local people
delivered more efficiently. However, the population size of SCC alone does not
meet the government requirement of 500,000.

11.

Under powers from Part 1 of the Local Government and Public Involvement in
Health Act 2007, the Secretary of State is able to invite any principal authority to
submit a proposal for a single tier of local government. On 5 February 2025, the
Leader and Chief Executive of SCC, alongside all other Local Authority Leaders
and Chief Executives in Hampshire and the Isle of Wight (HIOW), received such
a letter, as a Statutory Invitation (Appendix 1). This Statutory Invitation required
the Council, to work with authorities across HIOW to submit proposals for local
government reorganisation across the region. The letter includes six criteria and
guidance the government will consider proposals against.
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12.

The six criteria the government will assess proposals against are as follows:-

e A proposal should seek to achieve for the whole of the area concerned the
establishment of a single tier of local government.

e Unitary local government must be the right size to achieve efficiencies,
improve capacity and withstand financial shocks.

e Unitary structures must prioritise the delivery of high quality and sustainable
public services to citizens.

e Proposals should show how Councils in the area have sought to work
together in coming to a view that meets local needs and is informed by local
views.

e New unitary structures must support devolution arrangements.

e New unitary structures should enable stronger community engagement and
deliver genuine opportunity for neighbourhood empowerment.

13.

The English Devolution and Community Empowerment Bill was introduced to
the House of Commons on 10 July 2025. Key references to local government
reorganisation in the Bill are:

« The Bill restores the Secretary of State’s power to direct councils in two-
tier areas to submit proposals for reorganisation into a unitary authority, a
power that had lapsed in 2008. The Secretary of State may implement,
modify, or reject proposals following Parliamentary approval, sometimes
consulting the Local Government Boundary Commission for England.

e The process remains primarily proposal-driven by councils, with the
government only stepping in by direction if necessary to ensure stability
and value for money for taxpayers.

« The Bill also allows the Secretary of State to invite or compel existing
unitary authorities to propose mergers, for example to form larger or
more sustainable unitary councils.

The Bill requires all local authorities to adopt a cabinet governance model,
removing the option to continue with committee-based governance.

14.

KPMG were commissioned to work on behalf of all the 15 councils in
Hampshire and the Isle of Wight. They were asked to assess the options for
unitary councils against the six criteria set out in the letter from the Minister and
to support the development of an interim plan to submit to government by the
21 March deadline and then support the development of a full proposal.

15.

Following the interim plan submission in March (Appendix 2), SCC worked
collaboratively with the other 14 councils and KPMG to carry out a detailed
appraisal of the options with careful consideration of the government criteria
and the agreed guiding principles utilising a large amount of economic,
community, service and financial data. This process undertook a detailed
appraisal of eight options, considering between two and five unitary councils to
replace the existing council structure. The analysis focused on identifying
balanced, resilient and financially beneficial unitary models that would deliver
improved outcomes for residents, reflect local identities and best meet the
government criteria.




The government provided feedback on the interim plan (Appendix 3) which is
included in Appendix 2. This feedback has been used to inform the work carried
out since, including the development of the full proposal.

16.

In May 2025, following the completion of the appraisal process, the assessment
showed that four new unitary councils for mainland Hampshire with the Isle of
Wight remaining an independent island authority would best meet the
government criteria and the guiding principles agreed by all 15 councils in the
interim plan. The appraisal process is set out in detail in the full proposal to
government and supporting appendices.

17.

Following the appraisal process, and the majority agreement to focus on the
four unitaries on the mainland models, Hampshire County Council and East

Hampshire District Council withdrew from the regional process to develop an
alternative proposal with fewer unitary authorities on the mainland.

Gosport Borough Council also withdrew as they could not support any of the
options.

All 15 councils agreed to continue to share data on which the proposals have
been developed.

18.

The remaining 12 councils have continued to work together to develop an
evidence informed, data led, full proposal (Appendix 4) to submit to
government. The councils are

e Basingstoke and Deane Borough Council
e Eastleigh Borough Council

e Fareham Borough Council

e Hart District Council

e Havant Borough Council

e Isle of Wight Council

e New Forest District Councll
e Portsmouth City Council

e Rushmoor Borough Council
e Southampton City Council

e Test Valley Borough Council
e Winchester City Council

19.

The proposal, which is subject to minor amendments, details the three
configurations developed through this work. These are all variations with four
unitaries on the mainland, with the Isle of Wight remaining independent. Each
variation is based on establishing a unitary council centred around the four
major urban economies and population centres of Southampton, Portsmouth,
Winchester and Basingstoke.

20.

These options are appended to the full business case proposal and are detailed
in Appendix 4. Note that the names of the options may have to be changed to
ensure compliance with the Act.




Option One

Rushmoor

In option 1 there would be five councils:

Council 1:

Basingstoke, Hart, Rushmoor

Council 2:

New Forest, Test Valley, Winchester, East
Hampshire

Council 3:

Eastleigh, Southampton

Council 4: Portsmouth
Portsmouth, Havant, Gosport, Fareham
Council 5:

Isle of Wight

Option Two

Rushmoor

In option 2 there are also five councils, with the
New Forest joining Council number 3.

Council 1:

Basingstoke, Hart, Rushmoor

Council 2:
Test Valley, Winchester,
East Hampshire

Council 3:

New Forest, Eastleigh, Southampton
Council 4: Portsmauth
Portsmouth, Havant, Gosport, Fareham
Council 5: Isle of Wight
Isle of Wight

Option Three (SCC preferred?*)

In option 3 there would be five councils:

Council 1:
Basingstoke, Hart, Rushmoor

Council 2:
New Forest, Test Valley, Winchester, East Hampshire

Council 3:

Eastleigh, Southampton and Parishes of Totton & Eling, Marchwood,
Hythe & Dibden and Fawley, Nursing & Rownhams, Valley Park and
Chilworth.

Council 4:

Portsmouth, Gosport, Fareham, Havant, and the Parishes of Newlands,
Clanfield, Horndean and Rowlands Castle

Council 5:
Isle of Wight

21.

Significant work has been undertaken to model and assess data, engage with
councillors, residents, partners and businesses across the region and ensure
that evidence informed decisions are made on which option to support.

22.

There is consensus on a single unitary encompassing the existing districts and
boroughs of Basingstoke and Deane, Hart and Rushmoor. All 12 councils
support this configuration.

23.

All councils also support the rationale for the Isle of Wight meeting the criteria of

exceptional circumstances and should remain as existing island unitary
authority. This is due to its unique local identity and geography, and the fact




most services and infrastructure would need to be duplicated on the Island if
were they to be run from a unitary council on the mainland.

The full proposal also ensures that any genuine opportunities for collaboration
with the four new unitary councils on the mainland are maximised. This will
include an enhanced partnership whereby the Isle of Wight Council works
closely alongside the four new mainland unitaries to explore each opportunity
they progress for transformation and innovation, as they move forward through
implementation of the full proposal and beyond, to see how they could be
applied to the Island either on a shared basis or individually.

24,

The key difference between options one and two (both of which are developed
using existing boundaries) is whether the New Forest forms part of ‘Mid
Hampshire’ (including Test Valley, Winchester and East Hants) or ‘South West
Hampshire’ (including Southampton and Eastleigh).

25.

Option 3, which is the option recommended to be supported by Southampton
City Council, proposes small but critical changes to the existing boundaries to
create a new unitary authority that meets both the population guidance and the
six government criterion.

26.

This would see the creation of a new unitary in the south west of the region
formed by the existing boundaries of Southampton City Council and Eastleigh
Borough Council joined with the parishes of Valley Park, Chilworth, Nursling
and Rownhams, Totton and Eling, Marchwood Hythe and Dibden and Fawley.
The south east of the region would develop a new unitary that comprised of the
existing boundaries of Fareham, Gosport, Portsmouth, Havant, and the
parishes of Newlands, Horndean, Clanfield and Rowlands Castle.

27.

While more complex, changing existing boundaries:

e Has a greater potential to drive economic and housing growth — bringing the
port, waterside infrastructure and related industrial land under one local
authority.

e Brings together similar communities with strong relationships to the two
south-coast cities and also brings similar rural areas together.

o Reflects existing travel to work, transport and public service access patterns.

« Creates councils with more balanced population numbers and council tax
bases.

o Reflects existing travel to work, transport and public service access patterns.

« Creates councils with more balanced population numbers and council tax
bases.

28.

The configuration would unify Hampshire’s main trading gateways, key
transport links, the port, the Waterside infrastructure and related industrial land
together for great economic and growth potential, not just for this area but for
the region as a whole.

29.

It brings together similar communities with strong relationships to the two south-
coast cities, and reflects travel to work, transport and public service access
patterns, as outlined in appendix four of the full proposal.

30.

A range of engagement has been carried out to inform the proposal. This is set
out in detail in the full proposal in sections one, three and particularly section
four (under criteria four) and includes engagement with:




e Residents and communities: Communication and engagement has taken
place with communities across Hampshire and the Isle of Wight to explain
what local government reorganisation means for them and the options being
considered. On a countywide and new unitary level, support has been tested
and views gathered on the proposal and what communities would like new
unitary councils to look like through a series of public surveys.

e Key partner organisations and stakeholders: Partners, at both a countywide
and new unitary area level, have played a key role in informing and shaping
the proposal, through a comprehensive programme of engagement. This
has included sessions with higher and further education providers, police
and crime commissioners, police, fire and rescue, health commissioners and
service providers, coastal partners and national park authorities, businesses,
local members of parliament, the voluntary and community sector, town and
parish councils, trade unions and staff.

31.

The 12 councils have consistently worked collaboratively through an inclusive
and equitable approach to develop a robust full proposal to government. The
proposal has been informed by engagement with communities, businesses and
partners which is included in the full proposal.

32.

The Leaders and Chief Executives of the 12 councils have met regularly and
spent extensive time analysing and discussing the data presented at points
throughout the past few months and the development of the proposals. As a
result of these discussions the majority of the 12 councils are expected to
support the option three and the proposed changes to boundaries (subject to
agreement through their council governance processes).

33.

The Hampshire County Council and East Hampshire District Council proposal
can be found here: Our proposal | About the Council | Hampshire County
Council.

We have concerns that the proposed unitary authorities cover very large
populations and geographic areas, mixing urban and rural communities. This
raises doubts about whether they can represent and meet the differing needs of
local people (criteria 4 and 6).

Managing a diverse range of services across such a large and varied area is
complex and expensive, which may affect both their financial sustainability and
reduce the quality of services they are able to deliver (criteria 2 and 3).

A single tier of local government is important (criteria 1), but the size and scope
of these proposals may make it difficult to for them to respond effectively to
local needs or support strong community engagement (criteria 4 and 6).

Finally, creating large unitaries, and mixing urban and rural communities means
that local interests may not be adequately represented under devolution
arrangements (criteria 5).

34.

As stated above, submission of the proposal is an Executive Decision and as
such will be made by Cabinet. In advance of this and to ensure opportunity for
review, the draft proposal will be discussed at the Group Leaders meeting (8
September) a full Member briefing (9 September), and at Council (24
September) before a formal decision at a Cabinet meeting on 25 September
prior to the submission deadline date of 26 September.

35.

Once the final proposals are submitted, the government have confirmed that a
public consultation will be held. We expect this consultation to happen towards
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the end of this calendar year, with a decision on which proposals to implement
expected early in 2026.

36.

Structural Change Orders, which is the legal process, will then need to go
through parliament, which is likely to happen in autumn 2026. There would then
be elections to the shadow authorities for the new unitary Councils in May 2027.
Those shadow authorities will oversee the implementation of the new unitaries
with them replacing the existing councils on the 1 April 2028.

RESOURCE IMPLICATIONS

Capital/Revenue

37.

The business case submission includes an indicative financial case which is set
out in section 7 and appendix 5 to the full proposal, and is also covered in
section 4, criteria 2 in the full proposal.

The analysis undertaken looks at the incremental costs and benefits of local
government reorganisation (i.e. what will be different as a result of LGR)

The case uses a number of assumptions based on learning from other LGR
programmes to provide estimates of disaggregation costs, implementation costs
and recurring savings. The analysis shows that the options in the proposal will
breakeven between 2.3 and 3.1 years.

The base case is estimated to deliver annual recurring savings of £63.9M for
the region. These savings are driven from right sizing the organisations and
service contract consolidation.

At present the financial modelling is focused on the general fund activities and
has not looked at the Dedicated Schools Grant impact or the Housing Revenue
Account.

The modelling does not look at resolving the existing funding gaps in individual
authorities but it does examine the implications of LGR and determines that the
options put forward will have an overall positive impact on the financial
situations of the councils.

Property/Other

38.

None at this stage.

LEGAL IMPLICATIONS

Statutory power to undertake proposals in the report:

39. | Local Government and Public Involvement in Health Act 2007 and associated
subsidiary legislation.

Other Legal Implications:

40. | None at this stage but there will be significant legal implications as the
proposals move forward not least in relation to some employees potentially
being subject to TUPE transfers, significant contract novation and termination
amongst other matters. These will be considered in detail at the appropriate
point as the proposals move forward.

RISK MANAGEMENT IMPLICATIONS

41. | Lack of capacity to support the delivery of devolution, LGR and ensure

continuity of service delivery. LGR is identified as a strategic risk for SCC given
its complexity and timescale for delivery.




42. | There is a risk that the Government decides to implement a competing proposal
that is not supported by the Council. This is risk is not fully controllable, but the
best mitigation is the evidence led process the Council working with the other
11 councils has been through to develop a robust full proposal in line with the
government criteria.

POLICY FRAMEWORK IMPLICATIONS

43. | N/A

KEY DECISION? Yes

WARDS/COMMUNITIES AFFECTED: All wards

SUPPORTING DOCUMENTATION

Appendices

1 Invitation letter

2 Interim plan submission
3 Interim plan feedback

4 (a&b) | Full proposal and appendices (draft subject to minor amendments)

Documents In Members’ Rooms

1. None

2.

Equality Impact Assessment

Do the implications/subject of the report require an Equality and Yes
Safety Impact Assessment (ESIA) to be carried out.

Data Protection Impact Assessment

Do the implications/subject of the report require a Data Protection | No
Impact Assessment (DPIA) to be carried out.

Other Background Documents
Other Background documents available for inspection at:

Title of Background Paper(s) Relevant Paragraph of the Access to
Information Procedure Rules /
Schedule 12A allowing document to
be Exempt/Confidential (if applicable)

1. All relevant background papers are discretely
referenced throughout this report.




