
CABINET

Report subject Medium Term Financial Plan Update Report

Meeting date 12 June 2019

Status Public Report 

Executive summary This report;

 Presents the latest Medium Term Financial Plan (MTFP) 
of the council as updated.

 Proposes a financial strategy for 2020/21 and in doing so 
provides clarity to services in support of delivering a 
balanced budget for 2020/21.

 Proposes a budget planning process and timeline for key 
financial reports. 

 Introduces the proposed CIPFA Financial Management 
Code of Practice.

Creating a strong financial management culture is 
fundamental to achieving a thriving and successful unitary 
authority for the community and residents of Bournemouth, 
Christchurch and Poole.

Recommendations It is RECOMMENDED that:

1) approve the budget planning process as referenced 
in paragraph 15.

2) approve the timeline for key financial reports during 
2019/20 as set out in Appendix A.

3) approve the financial strategy as referenced in 
paragraphs 28 to 31 and as set out in Appendix C.

It is RECOMMENDED that Cabinet note:
4) the updated MTFP position and the key financial 

planning assumptions as set out in Appendix B.
5) the CIPFA Financial Management Code of Practice.

Reason for 
recommendations

To comply with accounting codes of practice and best 
practice which requires Councils to have a rolling multi-year 
medium term financial plan.



To ensure Members prepare to set a balanced budget for 
2020/21.
To provide Cabinet with the latest high level overview of the 
medium term financial plan position for Bournemouth, 
Christchurch and Poole Council.
To present a proposed financial strategy to support the 
delivery of a balanced budget for 2020/21.

Portfolio Holder(s): Councillor David Brown – Finance Portfolio Holder

Corporate Director Julian Osgathorpe

Contributors Adam Richens, Chief Financial Officer and Director of 
Finance
Dan Povey, Acting Assistance Chief Finance Officer
Nicola Webb, Assistance Chief Finance Officer
Matthew Filmer, Finance Manager

Wards Authority-wide

Classification For Decision
Title:

Background 
1. Bournemouth, Christchurch and Poole Council (BCP) has an opportunity to 

create a healthy, prosperous and sustainable coastal economy and conurbation 
with a global profile through innovative and inspired public service delivery.

2. We are currently working on our strategic priorities with councillors and will 
finalise them over the summer, bringing them to life with proactive policies and 
proposals to meet the aspirations of our residents, communities and businesses.

3. In refreshing our Medium Term Financial Plan (MTFP) it is critical to not only 
remind ourselves of our ambition and purpose but to continue to reiterate that the 
national policy context  and in particular the long-term funding reductions have 
shaped our thinking.  

National Context
4. In November 2015 the Chancellor of the Exchequer published the 2015 Spending 

Review and 2015 Autumn Statement. In publishing these documents his stated 
intent was to set out a long term economic plan that fixed the public finances, 
returned the country to an annual surplus and can run a healthy economy that 
starts to pay down the country’s debt. The impact of the spending review on 
Local Government was that the then Department of Communities and Local 
Government’s: Departmental Expenditure Limit (DEL) for Local Government was 
reduced from £11.5bn in 2015/16 to £5.4bn in 2019/20. This was a reduction of 
£6.1bn or 53%. However, Government highlighted that they were assuming that 



overall Local Government spending would be higher in cash terms in 2019/20 
compared to 2015/16 as explained further in figure 1 below;

Figure 1: Local Government Funding amounts as per the 2015 Spending Review

5. This presumed increase in cash spending between 2015/16 and 2019/20 was 
only possible from the Government’s assumption that Councils will generate the 
following sources of locally financed revenue;

a. annual year on year increases in Council Tax to reflect the normal annual 
threshold uplifts.

b. £3.5bn of extra support for adult social care by 2019/20 via an additional 
annual increase in Council Tax in relation to the social care precept.

c. A rebalancing of the system (initially intended from 2018/19 onwards) to 
support those authorities with social care responsibility (the redistribution 
of resources via a reduction to the New Homes Bonus & the creation of an 
Improved Better Care Fund). 

d. Use of capital receipts as a means of financing revenue expenditure on 
reform projects.

6. This 2015 spending review firmly set the Government’s strategic approach to 
increase council tax as the mechanism for funding local services over the four-
year period to at least 2020. 

7. Although useful context the 2015 Spending Review is not relevant to the refresh 
of our Medium Term Financial Plan as it does not cover any financial year after 
2019/20. It will be the 2019 Spending Review (SR19) that will set out these 
financial parameters. In his Spring Statement made in March 2019 the Chancellor 
announced that the Spending Review will set departmental spending limits for the 
next three years to 2022/23 (if a European Union exit deal is agreed) and that it 
will be concluded alongside the 2019 Budget. This could mean that it will not be 



until October 2019 that we begin to see the likely shape of the resources being 
made available to local government for 2020/21 onwards with the actual 
settlement for BCP Council likely to be published in December 2019, based on 
the previous rhythm of such announcements.

8. This places the council in a very challenging, and by implication, a very 
vulnerable position. We are unlikely to have any certainty over major elements of 
our financial planning framework until between nine to ten weeks before Council 
is required to approve the 2020/21 Budget. The major elements of this 
uncertainty includes;

 2019 Spending Review (SR19) which will be underpinned by:

o Impact of the implementation of a 75% Business Rates retention model.

o Impact of the Fair Funding Review.

 Announcements around specific grants such as the Improved Better Care 
Fund and the resources allocated by way of an Adults and Children’s Social 
Care Grant for 2019/20.

 Announcements around the future replacement, if any, for the New Homes 
Bonus.

 Impact of the Social Care Green Paper with the deadline for publication now 
having been missed for the sixth time in a row.

9. Putting this uncertainty to one side there are however some grounds for 
optimism. In October 2018 the Chancellor announced as part of his 2018 Budget 
that the era of austerity was finally coming to an end, although he did caveat the 
statement by saying that fiscal discipline would remain. In addition, as part of the 
March 2019 Spring Statement, he signalled that the upcoming spending review 
would reflect the public’s priorities between areas like social care, local 
government, schools, police, defence and the environment. Since then, the 
effects of climate change have taken a much higher profile.

Local Context
10.Locally as highlighted in figure 2 below there has been a total £105m per annum 

reduction to BCP’s core funding compared to 2010/11, as part of the 
Government's austerity programme. To put this reduction into context the total 
net annual budget for the Unitary Authority of Poole in 2018/19 equated to 
£101m.



Figure 2: Cumulative per annum reductions in the core Government funding of 
Bournemouth, Christchurch and Poole compared to 2010/11 (£000’s)
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11.The long-term reduction in government funding is only one element of the 
conditions that have placed the Council’s finances under immense pressure. 
Other key factors include the continued increase in demand for our services and 
significant increases to the cost of those services. Examples of this include the 
Governments extension from age nineteen to twenty five for the period over 
which Education, Health and Care Plans (EHCPs) for young people with Special 
Educational Needs are required to be produced and the introduction of the Living 
Wage which has increased the cost of many local services including social care 
services. 

12.The outcome is that by 2021, apart from certain specific service grants, the 
Council will be reliant on the money it raises locally to pay for most local services, 
be that Council Tax or the amount of local business rates it is allowed to retain, 
and other income (fees, charges and asset purchase strategy income).

13.By way of further context the Figure 3 below shows the overall budget figures for 
BCP Council as set out in the budget approved by the Shadow Authority for 
2019/20.   

Figure 3: BCP Council 2019/20 Budget



 Budget Cycle
14.The development of a medium term financial planning process is designed to 

provide sound financial management and control arrangements which will be 
integral to the delivery of good governance for the council. Such arrangements 
will help in supporting service delivery, accountable decision making and 
safeguarding stewardship whilst optimising the use of available resources.

15.The MTFP and budget for 2020/21 should be seen in the context of a rolling, 
evolving process structured to enable the proactive management and 
prioritisation of the new Council’s resources. To support its development the high 
level budget cycle for the BCP Unitary is proposed as follows;

Stage One: April to June

 Closure of the accounts for the predecessor authorities

 High level budget planning process as set out in this June 2019 MTFP 
Update report to cabinet. 

 Approval of an outline financial strategy to support the delivery of a balanced 
budget for 2020/21.

 Design of a two-year base budget review process to aid decision making 
around the 2020/21 budget and MTFP. 

Stage Two: June to September

 Initial detailed bottom up baseline financial assessments for each service. 
This should include a reflection on previous year’s actual performance and 
forecast in-year performance to evaluate the realism of future year plans.

 Stage one base budget reviews.

 Outline options for savings and efficiency plans as per the Financial 
Strategy. 

Stage Three: October to December

 Stage two base budget reviews.

 Refinement stage including councillor consideration of budget saving options

 Consideration of public consultation, options and proposals.

Stage Four: January to February

 Finalise the 2020/21 Budget.

16.The long term financial strategy is to shift away from a service based savings 
approach and towards delivering savings at an overall enterprise (council) level to 
deliver a financially sustainable organisation. However, as we transition to this 
position a strategy and process needs to be agreed which will deliver the savings 
required to balance the 2020/21 annual budget for which a clear delivery plan 



can be put in place by December 2019 in support of the relevant budget report in 
February 2020.

17.Appendix A to this report presents a timeline for the key financial reports it is 
proposed to present though the 2019/20 financial year.

Latest Medium Term Financial Plan
18.The intent with the Medium Term Financial Plan (MTFP) is to set out the financial 

implications of objectives and policies and consider them against the resources 
available to provide a basis for decision making.

19.Although the statutory local authority budget process is an annual one a longer 
term perspective is essential if the Council is going to be able to demonstrate our 
financial sustainability and have confidence on our ability to deliver long-term 
services. Previously progress had been made in promoting medium term financial 
planning through multi-year financial settlements from central government. 
However, no such settlement is currently in place for 2020/21 and the current 
political uncertainties make this unlikely to be brought forward. This coupled with 
the uncertainty which will be created by both the 2019 Government Spending 
Review (SR19) alongside the fundamental redesign of the system for allocating 
resource to local government, will be a real impediment to effective financial 
planning.      

20.The BCP Shadow Authority approved a four-year financial plan in February 2019 
incorporating the 2019/20 Budget and the following three financial years. This 
update focuses on those following years 2020/21 to 2022/23 with the budget for 
2019/20 being monitored through regular information and reports presented to 
either the Council’s Corporate Management Board or Cabinet. The intention 
going forward is to align the MTFP planning horizon to that of the central 
government spending review and hopefully the period of agreed multi-year 
settlements. However if such a longer period is not set out by government the 
council will adopt a three year time horizon as a minimum in line with its own 
financial regulations and statutory requirements under the prudential code. 

21.Figure 4 below sets out the current MTFP to 2023. It should be highlighted that 
the table  shows the incremental changes, positive and negative from the 
preceding year. It does not show absolute amounts. 

22.Appendix B sets out the key financial planning assumptions being used to 
underpin the Medium Term Financial Plan. As part of the proposed financial 
strategy it will be important for the Council to influence those which will be 
determined by Government or third parties. Particular emphasis should though be 
placed on those which the Council is able to determine directly such as its own 
council tax strategy. 



Figure 4: Medium Term Financial Plan 2019 to 2023

19/20 Pressures 20/21 21/22 22/23 Total
£m £m £m £m £m
6.9 Adult Social Care – growth in demand and cost 

increases. Includes impact Living Wage and self funders 7.4 5.6 3.5 16.5

2.9 Pay award for staff 3.0 2.9 2.9 11.7
6.9 Government Funding reductions 4.9 0.4 1.0 6.3
2.4 Place – price inflation including contract related 2.2 1.5 1.2 4.9
1.8 Pension Fund – tri-annual revaluation impact 1.3 0.7 0.7 2.7
1.3 Children’s Services – demand and cost increases 

plus withdrawal currently funded Government programme 1.2 0.6 0.6 2.4

1.1 Corporate Services / Central Items – Microsoft 
licence costs and time limited contributions 0.4 0.4 0.4 1.2

0.7 Minimum Revenue Provision / Interest payable 0.3 0.0 0.0 0.3
0.1 Public Health – grant contribution to service reduced 0.1 0.0 0.0 0.1
2.0 Contingency 0.0 0.0 0.0 0.0
1.7 Adult Social Care - winter pressures 0.0 0.0 0.0 0.0
1.1 Revenue Contribution to Capital 0.0 0.0 0.0 0.0

28.9 Total Additional Annual Pressures 20.8 12.1 10.3 43.2
Cumulative Pressures 20.8 32.9 43.2

19/20 Additional Resources 20/21 21/22 22/23 Total
£m £m £m £m £m

(5.4) Council Tax – Income (6.3) (6.3) (6.5) (19.1)
1.5 Council Tax – Foregone 2.5 3.2 0.0 5.7

(2.7) Council Tax - Tax base Increases (1.0) (1.1) (1.1) (3.2)
(0.4) Council Tax – Discounts / Local CT Support Scheme 0.0 0.0 0.0 0.0
0.3 Chartered Trustees 0.0 0.0 0.0 0.0

(1.7) Business Rates Income (1.0) (1.0) (1.1) (3.1)
(0.6) Collection Fund – Surplus Distribution 0.2 0.0 0.0 0.2
(0.8) Use of Reserves 0.8 0.0 0.0 0.8
(1.3) DCC Disaggregation 2018/19 Budgets 0.0 0.0 0.0 0.0
(3.0) Adult & Children Social Care Funding 0.0 0.0 0.0 0.0
(1.7) Adult Social Care – winter pressures funding 0.0 0.0 0.0 0.0
(1.9) Improved Better Care Funding 0.0 0.0 0.0 0.0
(2.2) Adult Social Care – services savings & efficiencies (0.4) (0.1) 0.0 (0.5)
(1.6) Children’s Services – services savings & efficiencies (0.3) 0.0 0.0 (0.3)
(4.3) Place Services – services savings & efficiencies (0.1) (0.6) 0.0 (0.7)
(3.1) Corporate Services – services savings & efficiencies (0.2) 0.0 0.0 (0.2)

(28.9) Total annual extra resource & savings (5.8) (5.9) (8.7) (20.4)
Cumulative extra resources & savings (5.8) (11.7) (20.4)

Annual – Net Funding Gap 15.0 6.2 1.6 27.3

Cumulative MTFP – Net Funding Gap 15.0 21.2 22.8



23.The key difference between the MTFP as set out above and the position set out 
in the 2019/20 Budget Report approved by the BCP Shadow Authority in 
February 2019 is the approach to Council Tax harmonisation. Government 
legislation allows the Council to choose to apply the annual maximum Council 
Tax increase threshold, before a referendum is required, to either the average 
Council Tax across the new council’s whole area, or to the council tax in each 
predecessor area. The council therefore has options for harmonisation;

(a) Immediate harmonisation at the average council tax across the authority’s 
area and then to increase council tax by up to the annual referendum 
threshold.

(b) Stepping up the lower level of council tax by up to the annual referendum 
threshold with those higher being either frozen, reduced, or increased by less 
than the rate applied to lowest to ensure a fully harmonised council tax is set 
by the start of year eight (2026/27) at the latest.

24.For 2019/20 the BCP Shadow Authority chose to follow option b with the 
assumption of a 1.99% annual Government threshold limit from 2020/21 onwards 
meaning a fully harmonised Council Tax would be achieved in year seven, 
2025/26. The stratgey identified that increases in this annual referendum 
threshold would lead to the period of harmonisation being reduced.

25.The Council Tax harmonisation strategy now being applied for financial planning 
purposes is based on a 2.99% annual referendum threshold with the movements 
for individual towns as set out below;

BCP Council – Council Tax Harmonisation Strategy 

2020/21 Financial Year
- Poole and Bournemouth = 2019/20 charges plus 2.99%, as adjusted for 

the impact of the Chartered Trustees precept.
- Christchurch = 4.5% reduction which is to a level of tax consistent 

with the 2021/22 estimate for Poole.

2021/22 Financial Year
- Poole = 2020/21 charge plus 2.99%
- Bournemouth = 2020/21 charge plus 0.76% which would mean 

harmonisation with Poole and Christchurch.
- Christchurch - Frozen from 2020/21. This is on the basis that their 

2020/21 rate is equivalent to that proposed for Poole in 2021/22. 

Harmonised Council Tax achieved in 2021/22

2019/20 2020/21 Increase 2021/22 Increase

Christchurch 1,598.30 1,526.81 -4.47% 1,526.81 frozen

Bournemouth 1,473.40 1,515.35 2.85% 1,526.81 0.76%

Poole 1,441.53 1,482.48 2.84% 1,526.81 2.99%



26.Compared to an option of harmonisation in 2020/21 with a 2.99% increase 
applied to an average Council Tax for 2019/20 (Alternative Notional Amount - 
option a) this will mean that £2.5m per annum of the savings that were forecast to 
be delivered through the creation of a new unitary authority are lost through the 
lower level of resources it is able to achieve. This approach does though 
generate more net resources than the strategy which underpinned the 2019/20 
Budget.

27.Although the updated approach is being used to support the Council’s financial 
planning framework it remains illustrative. The final decision on Council Tax for 
2020/21 and the underlying harmonisation strategy will be determined by Council 
on the 18 February 2020 when it is asked to approve the BCP Budget for 
2020/21. Between now and then the Council will be able to continue to reflect 
and challenge itself on the strategy to be adopted.  

Proposed Financial Strategy
28.A financial strategy is integral to the development of the new BCP Unitary Council 

and its overall organisational health. Its aim is to detail how the council plans to 
finance its operations and meet its strategic priorities. The intent of the strategy is 
to set out the themes and categories the council will look to further develop as a 
means of delivering a balanced budget for 2020/21 and any underlying actions 
that need to be taken. The document will also support the approval of the 
Medium Term Financial Plan (MTFP) and a positive value for money judgement 
for the new authority.

29.The strategy will help BCP continue to build a culture of strong and effective 
financial management, a culture which the predecessor authorities adhered to 
over a significant period of time and one that enabled balanced budgets to be set 
and financial outturn's to be consistently balanced or better. Traditionally 
numerous officers, and members, have made a personal contribution in enabling 
each of the sovereign councils to deliver balanced budgets and positive financial 
outturn positions. BCP will need to continue to harness this positive focus and 
goodwill to create and deliver the same culture moving forward.

30.The overriding principle will be to deliver a sustainable balanced budget for 
2020/21 which is one where spending levels are matched against available 
resources and one which is not reliant on the use of reserves to cover any gap 
between resources available and ongoing expenditure.

31.Appendix C presents a proposed 2020/21 financial strategy for member 
consideration. Workstreams will now need to be developed which enable 
savings, efficiencies, and additional resources to be identified and then delivered 
against each of the identified categories. One such workstream will be the base 
budget review process.



MTFP Strength Test
32.Good practice would advise local authorities to critically evaluate their financial 

resilience by testing its sensitivity to plausible alternative scenarios for key drivers 
of costs, service demands and resources. To that effect the Medium Term 
Financial Plan has been drawn up using what, based on professional judgement 
and avoiding optimism bias, is the most likely scenario the council will find itself 
in. Alternative best case and worse case planning indicates that the £15m 
funding gap for 2020/21 could reduce down to £5m in a best case scenario or 
increase to £40m in an absolute worse case scenario. 

33.The proposal is that the next report in the budget cycle which is the October 
report to cabinet reflects a “bottom up” approach to understanding the current 
operating costs of services to inform a fundamental refresh of the MTFP for the 
period to 2022/23.   

CIPFA Financial Management (FM) Code
34.Local authorities will be required to apply the requirements of CIPFA FM Code 

from 1 April 2020. This means that to enable the 2020/21 budget to have been 
prepared in compliance with the code, BCP will need to adopt the principles as 
part of its underpinning financial strategy. 

35.The twin pressures of scarce resources and rising demand for services poses a 
risk to the authority’s financial sustainability. The FM Code recognises this risk 
and introduces and overarching framework of assurance. The principles upon 
which the code is based can be listed as;

 Organisational leadership - demonstration of a clear strategic direction 
based on a vision in which financial management is embedded into 
organisational culture.

 Accountability - based on medium term financial planning which drives the 
annual budget process supported by effective risk management, quality 
supporting data and whole life costs.

 Financial management is undertaken with transparency at its core using 
consistent, meaningful and understandable data, reported frequently with 
evidence of periodic officer action and elected member decision making.

 Adherence to professional standards is promoted by the leadership team 
and is evidenced. 

 Sources of assurance are recognised as an effective tool mainstreamed into 
financial management and includes political scrutiny and the results of both 
external audit, internal audit and inspection.

 The long term sustainability of local services is at the heart of all financial 
management process and is evidenced by the prudent use of public 
resources.



36.As part of this overall framework it will be important for the new BCP Council to 
ensure the following specific references.

 In decision making the financial implications of alternative options need to be 
evaluated and presented objectively, however unpalatable.

 The annual budget should be underpinned only by savings for which there is 
a clear delivery plan. It should not include those savings agreed in principle 
for which there is no delivery plans or those savings that are simply just 
ideas.

 Minimum requirement for three year capital and investment plans.

 All material decisions of the council should be supported by an options 
appraisal which in its rigour and sophistication is appropriate to the decision 
being made.

37.The adoption of the CIPFA Financial Management Code of Practice will be a 
good way of the Council demonstrating sound financial administration.

Consultation 
38. In isolation, the matters raised in this report do not require any formal 

consultation. The necessary additional resources, savings and efficiencies 
required to balance the budget over the next three years will each need to be 
reviewed to determine the extent to which they may require consultation. 
Consideration will also need to be given to the relevant period, stakeholder 
groups and method of consultation. 

Alternative Options
39.This report considers current and future financial sustainability. Any 

consequential savings and efficiency plans that are developed will each need to 
be stress tested to determine the extent to which alternative options exist.

Summary of finance and resourcing implications
40.The financial implications of the MTFP and Budget work now in hand are as 

outlined within the report.  

Summary of legal implications 
41. It is the responsibility of Councillors to ensure the Council sets a balanced budget 

for the forthcoming year. In setting such a budget Councillors and Officers of the 
Council have a legal requirement to ensure it is balanced in a manner which 
reflects the needs of both current and future taxpayers in discharging these 
responsibilities. In essence this is a direct reference to ensure that Council sets a 
financially sustainable budget which is mindful of the long term consequences of 
any short term decisions.



Summary of human resources implications
42.There are no direct human resource implications of this report. However, the 

MTFP and Budget will have a direct impact on the level of services delivered by 
the Council, the mechanisms by which those services are delivered and the 
associated staffing establishment.

Summary of environmental impact
43.Consideration will be given as part of the Budget for 2020/21 into ways in which 

BCP Council could be made more environmentally-friendly and into ways in 
which it could act as an environmental ambassador towards others.

Summary of public health implications
44.None specifically related to this report.

Summary of equalities and diversity impact
45.A full Equalities Impact and Needs Assessment (EINA) will be undertaken as part 

of the final February report to Members as part of the annual budget process to 
identify the overall equality impacts in respect of the nine protected 
characteristics:

(a) age;

(b) disability;

(c) gender reassignment;

(d) marriage / civil partnership;

(e) pregnancy/maternity;

(f) race;

(g) religion & belief;

(h) sex;

(i) sexual orientation.

46.Officers are required to identify any EINA implications of any specific priorities or 
savings which they bring forward as part of their budget proposals which are then 
used to inform the Council’s final Budget decisions.

Summary of risk assessment 
47.A key element of the reorganisation of local government in Dorset was the 

opportunity to best protect public services as central government continues to 
reduce the core funding it provides local councils.

48.This report and the outlined actions will form part of the mitigation strategy 
associated with the risks to the delivery of the Council’s objectives due to the 
level of available resources. 



49.Uncertainty associated with the Government’s financial planning framework, be 
that due to the 2019 Spending review or new model of funding local government, 
with be a key risk as will be possible variations to base assumptions such as the 
demand for council services or their cost.

Background papers
50.The 2019/20 Budget and Consolidated Medium Term Financial Plan (MTFP) 

Update for Bournemouth, Christchurch and Poole Council which was approved 
by the BCP Shadow Authority on the 12 February 2019 can be found at;

https://moderngov.bcpshadowauthority.com/ieListDocuments.aspx?CId=136&MI
d=123&Ver=4 

Appendices
Appendix A Key Financial Reports Timeline

Appendix B Key Financial Planning Assumptions

Appendix C Proposed Financial Strategy 2020/21

https://moderngov.bcpshadowauthority.com/ieListDocuments.aspx?CId=136&MId=123&Ver=4
https://moderngov.bcpshadowauthority.com/ieListDocuments.aspx?CId=136&MId=123&Ver=4

