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BCP Financial Strategy 2020/21
1 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.

2 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 a culture 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.

3 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.

Financial Context
4 In considering the financial strategy for BCP Council it will be important that it is 

considered within the context of a new unitary authority with turnover of around £0.7bn 
per annum and an annual net budget which for 2019/20 was £274m per annum.

5 The current MTFP as updated by the new BCP Council identified that after making 
provision for assumed cost and demand increases, and after allowing for certain 
savings that have already been identified along with the revised strategy to harmonise 
council tax in 2021/22, the Council will have a £15m funding gap in 2020/21. 
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6 The current 2020/21 MTFP position can be summarised as;

Net MTFP Net
Budget Provision Budget
2019/20 2020/21 2020/21

 

£000s £000s £000s
Adult Social Care (Including Public Health) 108,374 7,039 115,413

Children’s Services 60,942 868 61,810

Place (Environmental & Economy) 53,567 2,126 55,693

Corporate Services 30,783 630 31,413

Net cost of services 253,666 10,663 264,329

Pensions (backfunding) 9,428 1,303 10,731

Provision for the pay award (2%) 0 2,915 2,915

Provision for repayment of debt (MRP) 9,501  0 9,501
Interest on borrowings (net interest cash 
deposits) 2,067 295 2,362

Dividend Income (100)  0 (100)

Contribution from the HRA (1,183)  0 (1,183)

Contingency 2,700  0 2,700

Revenue Contribution to Capital (RCCO) 1,726  0 1,726

Levies (Apprenticeship, Env Agency, Fisheries) 1,133 10 1,143

Local precepts, special precepts 803  0 803

Movements to and (from) reserves 149 754 903
Investment Property Income (net expend 
surplus assets) (5,744) (14) (5,758)

Net Budget 274,146 15,926 290,072

Income from Business Rates (57,044) (1,057) (58,101)

Negative Revenue Support Grant 0 3,048 3,048

New Homes Bonus (3,788) 1,786 (2,002)

Revenue Support Grant (RSG) (2,957)  0 (2,957)

Local precepts, special precepts (545)  (258) (803)

Collection fund surplus (200) 200 0
Council Tax Income (20/21 includes £2.5m 
foregone) (209,612) (4,632) (214,244)

Total Funding (274,146) (913) (275,059)

Funding Gap  15,013 15,013
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7 It should however be stressed that the council is in a difficult and therefore vulnerable 
position as the four year local government finance settlement expired in 2019/20 and 
we have absolutely no certainty over major elements of our financial planning 
framework. It is only towards the end of 2019 that we can expect any certainty 
following key Government funding announcements which will influence our future. This 
includes;

 2019 Spending Review.

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

 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 for the New Homes Bonus

 Impact of the Social Care Green Paper

8 The Councils ambitions is to support future services delivery and its MTFP savings 
requirements by the implementation of Phase 3 (Organisation Design and 
Development phase) of its transformation strategy as supported by a harmonised pay 
and grading structure. This phase is designed to secure improved ways of working, 
deliver outcomes for our residents and enhance efficiency with a particular emphasis 
on technology and the appification of services. To objectively support this process third 
party expertise will be engaged who are likely to start towards the end of the first 
quarter of 2019/20 with their work spread over four stages.

9 The Councils ambition is to shift away from a service based savings approach and 
towards delivering savings at an enterprise level. However in all likelihood these key 
workstreams will not be sufficiently developed to the level of detail for December 2019 
which guarantees they could be factored into the 2020/21 BCP Budget proposal. On 
that basis it is recommended that each of the Directorate Boards work on individual 
savings and efficiency plans designed to ensure they cover their own pressures for 
2020/21 including the impact of the pay award and an apportionment of the assumed 
impact of the 2019 tri-annual revaluation of the pension fund. This “burn your own 
smoke” approach is set out in summary level below;

2020/21
Savings Target

£000s
Adult Social Care (Including Public Health) 7,758
Children’s Services 1,955
Environment & Community / Regeneration & Economy 3,783
Corporate Services 1,385

Total 14,881
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10 In considering these targets it is recommended that the following principles are 
applied;

 Services will directly benefit from any reductions in the growth pressures 
previously provided for as part of the MTFP.

 Services will need to cover any additional demand, cost pressures or income 
adjustments not previously provided for within the MTFP.

 Services will manage, or benefit from, the impact of any adjustments in the level 
of specific Government grants.

 Any contribution from the Council’s Capital Strategy (Non-Treasury) or its 
Treasury Management Strategy will be used to support the £132k of savings 
and efficiencies needed to balance the overall MTFP funding gap for 2020/21 
and the pressures included in Corporate Services which impact across the 
council such the pressure associated with Microsoft licences.

11 Base Budget Review Process
The delivery of these targets will be supported by a fundamental base budget review 
process which will be undertaken in a phased approach over the next two year period. 
As part of Phase One the high value areas will be reviewed before the end of 
December 2019. The process will be led by the BCP Cabinet. The review will include a 
detailed gateway review of any specific earmarked reserves brought forward from the 
predecessor councils as well as a review of historic s106 and CIL deposits.

The review will consider the 2019/20 budget allocations and the staffing budgets upon 
which these allocations were drawn.

12 Council Tax Harmonisation

Due to the divergent opinions expressed as part of the process for setting the budget 
for 2019/20 the new Council has reflected on its council tax strategy and the approach 
to council tax harmonisation.

Government legislation, via the Local Government (Structural Changes) (Finance) 
Regulations 2008, permits BCP Council to choose to apply the referendum principles 
in any year before harmonisation 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 had, and still has, two 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.

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.
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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%

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.

Although the updated approach will be 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.  

13 Government Lobbying
It is recommended that BCP Council consider the following matters for Lobbying during 
the course of 2019;

 Reforms to Local Government Finance. This relates to the proposed 75% 
Business Rates retention model as well as the Fair Funding Review (FFR). An 
accusation particularly directed at the FFR is that there is a danger that it could 
be politically and ideologically drive.

 High Needs Element of the Dedicated Schools Grant (DSG)
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 Microsoft Licences

BCP Council will also need to keep abreast of developments in other government 
policy such as the Social Care Green paper. 

Opportunities will also be taken to bid for Government funding in support of the 
Councils priorities. Examples including bidding for funding from Homes England to 
support the delivery of Affordable Housing or bidding for funding from the Transforming 
Cities Fund to support key transport infrastructure.
 

14 Dorset County Council (DCC) – Settlement
It is proposed that the October MTFP Update Report to Cabinet is supported with 
details of the disaggregation of the 31 March 2019 Balance Sheet of DCC in line with 
the principles agreed between the two new authorities. This will have a consequential 
impact on the review of earmarked and unearmarked reserves which it is intended to 
include in the December MTFP Update Cabinet Report. In addition, as this settlement 
will impact on the council’s debt position, it is proposed that during the course of 
2019/20 the council undertakes a review of borrowing in support of both its current and 
future capital requirements.

15 Common services standards
The proposal is to align all service standards with the period of Council Tax 
Harmonisation. This means the council should currently be aiming to deliver consistent 
levels of services across the conurbation from April 2021 onwards.

Also included will be the implementation of common financial and operational policies 
such as its fees and charges policy. 

An example is the need to determine a common Discretionary Business Rates Relief 
policy from April 2021 onwards with a notice issued to existing recipients in March 
2020 to inform them that BCP will consult on its new policy during 2020/21 for 
implementation in the following year. 

Additionally a key requirement of the Council will be to determine common cost of 
employment policies, annual leave, overtime rates, ability to purchase leave, and 
employee parking arrangements.

16 Commercial Activity – Trading, Investments and Partnerships
Across the Council there is a wide range of commercial services where income gained 
offsets the cost of the service to residents and visitors. Alternative funding strategies to 
generate income such as charging, trading and selling of (or leasing) assets form an 
important element of this strategy due to the reduction in Government support. It will 
also be important for the Council to ensure that appropriate governance is in place for 
commercial activity.

Any commercial asset investment proposals will be based on the Capital Investment 
Strategy (Non Treasury) 2019 to 2022 which the BCP Shadow Executive at its meeting 
on the 12 February 2019 noted will be subject to further review by the new BCP 
Council. In implementing its commercialisation agenda good practice indicates that the 
council is best served by following a clear strategy, by only taking forward opportunities 
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that have been based on robust due diligence, and by an approach which is 
fundamentally designed around a diversified portfolio. 

The Council will challenge itself around previous investments and the best methods of 
service delivery to ensure they represent overall value for money and added value. 
This will include a review of arrangements, contracts and companies inherited from the 
predecessor councils such as the Bournemouth Development Company.

As part of these reviews, where it is demonstrated that such contracts and companies 
are working well, consideration will be given towards developing further opportunities. 
Examples could include the further integration of Adult Social Care services with the 
National Health Service, and a Dorset-wide Revenue and Benefits Service.

17 A sustained economy
Creating the right conditions for local enterprise and the local economy to grow which 
in turn will lead to growth in business rate income to support local services. This will 
include the work with the Dorset Local Enterprise Partnership (DLEP) and potentially a 
Combined Authority.  

This will include schemes to support each of the three town centres, acquiring 
properties that can be leased to a Council owned company to reduce the use of bed 
and breakfast as temporary accommodation, and schemes to increase care home 
capacity.

18 Utilisation of Land and Building Assets – to both reduce costs and generate 
income
Incudes the Seafront Strategy across the conurbation and targeted investment in the 
local economy and future tourism offer.

Surplus assets should be identified so that their sale or lease can be considered as a 
means of generating capital receipts or income which can be used to either support the 
cost of change, to support the Council's capital ambitions, and/or to support invest to 
save proposals which deliver revenue savings.

No judgement has been made on what will be the best location for the future 
operational building requirements of the new council. It is clear that there are though 
opportunities to rationalise accommodation and space requirements. 

The Council will also need to develop a sustainable plan for the utilisation of the 
Operational Depots and operational workspace as there is a significant capital 
maintenance requirement along with the opportunity to deliver services more efficiently 
across the area.

An officer working group has been requested to bring forward opportunities for savings 
on owned and leased accommodation.

19 Changing the way we use technology and data
An ambition for the Council is a design around being technology driven, lower cost 
offer to the local community. The intention will be to adopt the principles of the 
Christchurch and East Dorset Partnership who invested in ICT kit and technology to 
promote flexible working, to drive down the costs associated with the office 
environment and to further open up the council to public scrutiny. 
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In the short-term it is clear that there are opportunities for rationalisation of two or more 
current systems into one which will also be associated with the overall reduction in 
staff numbers and councils.

Officers have been requested to bring forward opportunities for delivering system 
based savings for 2020/21.

The Council will also look into opportunities;

 to share ICT skills and infrastructure with other Councils and public sector 
agencies.

 to build and rent capacity on infrastructure such as fibre and Wi-Fi networks.

20 Procurement Efficiencies
BCP should aim to reduce the cost, volume and environmental impact of purchased 
goods and services including savings through joined up and smarter procurement. This 
will include a review of the Councils procurement strategy to ensure where we can that 
the carbon footprint and wider benefits of spending money in our own local area are 
adequately considered.

21 Dorset Local Government Pension Scheme (LGPS)
Local Government Pensions schemes are currently revalued every three years. The 
revaluation scheduled for April 2019 will be implemented in the 2020/21 financial year. 
The MTFP reflects arrangements made with the actuary as part of the 2016 
revaluation to increase the amount required to reduce the pension fund deficit for the 
predecessor councils.

In addition the mechanism for assessing value of public sector pensions, what 
Government refer to as the cost control mechanism, has been paused until the 
outcome of an appeal in an age discrimination case is known. If the appeal fails 
compensation will need to be paid to a large number of public sector workers 
transferred to new pension schemes in 2015. The potential impact of the judgement 
across the public sector has been assessed at around £4bn per annum. 

The Council will need to work closely with the pension fund actuary to ensure the 
impact on local services of potentially significant changes to future backfunding and 
ongoing pension fund cost estimates, is carefully manged.

22 Promote Homebuilding
It is proposed that both the Poole and the Bournemouth neighbourhood accounts 
which form the BCP Housing Revenue Account (HRA) bring forward plans to build and 
deliver more affordable homes to take advantage of the lifting of the HRA borrowing 
cap as set out in the Government’s 2018 Budget. This ambition should reduce the 
councils waiting list and reduce homelessness.

More generally through measures such as promoting homebuilding Councils can better 
control their own financial destiny by shifting their reliance towards local sources of 
funding such as council tax income and away from traditional central government 
funding which has been reduced dramatically over the period of austerity.  
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As part of this programme the Council will seek to ensure the infrastructure is delivered 
to support the creation and extension of communities.

23 New Burdens Funding
The assumption within this financial strategy is that the Government will make new 
burden funding available to support the implementation of any new Government 
policies. An example will be the pledge from the Department for Environment, Food 
and Rural Affairs (DEFRA) to fund the introduction of compulsory weekly food waste 
collections. The risk, as we saw with the transfer of Council Tax Benefit to the Council 
in 2012, is that the additional funding allocation will be insufficient to cover the true cost 
of the service and then subsequently the funding will be withdrawn.

24 Base Resources Levels
Fundamental review of the level of resources from Council Tax and Business Rates 
that can be assumed in underpinning the 2020/21 budget of the Council.

25 Review of Reserves
Although not the Council’s preferred approach it will consider use of reserves in 
2020/21 to provide time to adjust for any variation from our financial planning 
assumptions due to the current ambiguity and uncertainty. 

26 Review of the Base Budget Revenue Contingency
As part of the transition to the new council, and after careful consideration, BCP 
Council established a £2.7m base budget revenue contingency for 2019/20. This 
represented a contingency of 1% of the £274m net budget for the first year of the 
Councils operation and was designed to enable the risks associated with the 
uncertainty and change process to be effectively managed.

The Council should look to review this contingency to determine the level at which it 
should be held in future years. A key determination will be any potential calls on 
contingency as detailed in the quarterly budget monitoring reports to Members during 
2019/20.

27 Service Based Savings
The continuing delivery of excellent services by the Unitary will be a priority, and whilst 
the ever increasing financial challenge presented to upper tier authorities by central 
government continues to bite, and rationalisation of activities may become necessary, 
the protection of frontline services, particularly to vulnerable residents, is and will 
remain the key objective.

Adam Richens

BCP Chief Finance Officer

3 June 2019


