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Executive Summary
Purpose
Our Annual Audit Letter (Letter) summarises the key findings arising from the 
work that we have carried out at BCP Council ( the Council) and its 
subsidiaries  (the group) for the year ended 31 March 2020.  

This Letter is intended to provide a commentary on the results of our work to 
the group and external stakeholders, and to highlight issues that we wish to 
draw to the attention of the public. In preparing this Letter, we have followed 
the National Audit Office (NAO)'s Code of Audit Practice and Auditor 
Guidance Note (AGN) 07 – 'Auditor Reporting'. We reported the detailed 
findings from our audit work to the Council's Audit and Governance 
Committee as those charged with governance in our Audit Findings Report 
on 11 March 2021.

Respective responsibilities
We have carried out our audit in accordance with the NAO's Code of Audit Practice, 
which reflects the requirements of the Local Audit and Accountability Act 2014 (the 
Act). Our key responsibilities are to:
• give an opinion on the Council and group's financial statements (section two)
• assess the Council's arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion) (section 
three).

In our audit of the Council and group's financial statements, we comply with 
International Standards on Auditing (UK) (ISAs) and other guidance issued by the 
NAO.

Materiality We determined materiality for the audit of the group's financial statements to be £11,180,000, which is 1.3% of the group’s 
gross cost of services. 

Financial Statements opinion We gave an unqualified opinion on the group's financial statements on 12 March 2021. 

We included an emphasis of matter paragraph in our report in respect of the uncertainty over valuations of the Council's land
and buildings and investment properties and the property assets of its pension fund given the Coronavirus pandemic. This does
not affect our opinion that the statements give a true and fair view of the Council's financial position and its income and 
expenditure for the year.

Whole of Government Accounts 
(WGA)

We have not yet completed our work on the Council’s consolidation return in accordance with guidance issued by the NAO.

Use of statutory powers We did not identify any matters which required us to exercise our additional statutory powers.

Our work
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Executive Summary

Working with the Council

20219/20 has been a challenging year for the Council. Local government reorganisation in Dorset and the relatively short timetable to achieve it required a 
significant amount of work to implement and the Council successfully managed the transition, concentrating on the transfer of services as seamlessly as possible. 
There is however a significant amount of work still required to align the underlying systems and processes which has resulted in a more complex and challenging 
process to both prepare and audit this first year statement of accounts.

This was compounded by the impact of Covid-19, both operationally and financially. The Council, has carried out a pivotal role in supporting local people and 
businesses through the pandemic. It was swift to recognise and plan for the impact and has managed its response well.

The work associated with addressing local government reorganisation and the impact of Covid-19 has had a significant impact on the capacity of the Council and 
as the Council has focussed rightly on managing its finances and the impact of the pandemic, this has impacted on officers’ ability to focus on the highly 
demanding task of producing first-year financial statements and responding to auditor queries.

We would like to record our appreciation for the assistance and co-operation
provided to us during our audit by the Council's staff .

Grant Thornton UK LLP
April 2021

Value for Money arrangements We were satisfied that the Council put in place proper arrangements to ensure economy, efficiency and effectiveness in its use of 
resources except for weakness identified by OFSTED in a focussed review of children’s services at the Council. We therefore 
qualified our value for money conclusion in our audit report to the Council on 12 March 2021.

Certificate We are unable to certify that we have completed the audit of the financial statements of Bournemouth Christchurch and Poole 
Council until our work on the Whole of Government certification is complete.
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Audit of the Financial Statements

Our audit approach

Materiality
In our audit of the group’s financial statements, we use the concept of 
materiality to determine the nature, timing and extent of our work, and in 
evaluating the results of our work. We define materiality as the size of the 
misstatement in the financial statements that would lead a reasonably 
knowledgeable person to change or influence their economic decisions. 

We determined materiality for the audit of the group financial statements to 
be £11,180,000, which is 1.3% of the group’s gross cost of services. We 
determined materiality for the audit of the Council’s financial statements to be 
£11,120,000, which is 1.3% of the Council’s gross cost of services. We used 
this benchmark as, in our view, users of the group and Council's financial 
statements are most interested in where the group and Council has spent its 
revenue in the year. 

We also set a lower level of specific materiality for senior officer 
remuneration.

We set a lower threshold of £600,000, above which we reported errors to the 
Audit and Governance Committee in our Audit Findings Report.

The scope of our audit
Our audit involves obtaining sufficient evidence about the amounts and disclosures in 
the financial statements to give reasonable assurance that they are free from material 
misstatement, whether caused by fraud or error. This includes assessing whether:
• the accounting policies are appropriate, have been consistently applied and 

adequately disclosed; 
• the significant accounting estimates made by management are reasonable; and
• the overall presentation of the financial statements gives a true and fair view. 

We also read the remainder of the Statement of Accounts to check it is consistent with 
our understanding of the Council and with the financial statements included in the 
Statement of Accounts on which we gave our opinion.

We carry out our audit in accordance with ISAs (UK) and the NAO Code of Audit 
Practice. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.

Our audit approach was based on a thorough understanding of the group's business 
and is risk based. 

We identified key risks and set out overleaf the work we performed in response to 
these risks and the results of this work.
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Audit of the Financial Statements
Significant Audit Risks
These are the significant risks which had the greatest impact on our overall strategy and where we focused more of our work. 

Risks identified in our audit plan How we responded to the risk

Covid-19 
The global outbreak of the Covid-19 virus pandemic has led to 
unprecedented uncertainty for all organisations, requiring urgent business 
continuity arrangements to be implemented. We expect current 
circumstances will have an impact on the production and audit of the 
financial statements for the year ended 31 March 2020, including and not 
limited to;

• Remote working arrangements and redeployment of staff to critical front 
line duties may impact on the quality and timing of the production of the 
financial statements, and the evidence we can obtain through physical 
observation.

• Volatility of financial and property markets will increase the uncertainty of 
assumptions applied by management to asset valuation and receivable 
recovery estimates, and the reliability of evidence we can obtain to 
corroborate management estimates.

• Financial uncertainty will require management to reconsider financial 
forecasts supporting their going concern assessment and whether 
material uncertainties for a period of at least 12 months from the 
anticipated date of approval of the audited financial statements have 
arisen; and 

• Disclosures within the financial statements will require significant revision 
to reflect the unprecedented situation and its impact on the preparation of 
the financial statements as at 31 March 2020 in accordance with IAS1, 
particularly in relation to material uncertainties.

We therefore identified the global outbreak of the Covid-19 virus as a 
significant risk, which was one of the most significant assessed risks of 
material misstatement.

In response to this risk we completed the following;

• Met regularly with management to understand the implications the response to the 
Covid-19 pandemic has on the organisation’s ability to prepare the financial 
statements and update financial forecasts and assess the implications on our audit 
approach.

• Liaised with other audit suppliers, regulators and government departments to co-
ordinate practical cross sector responses to issues as and when they arose.

• Evaluated whether sufficient audit evidence using alternative approaches could be 
obtained for the purposes of our audit whilst working remotely.

• Evaluated whether sufficient audit evidence could be obtained to corroborate 
significant management estimates such as asset valuations and recovery of receivable 
balances.

• Evaluated the adequacy of the disclosures in the financial statements  in light of the 
Covid-19 pandemic including any disclosures required in respect of pension fund 
assets.

• Evaluated management’s assumptions that underpin the revised financial forecasts 
and the impact on management’s going concern assessment.

Findings

Local Government reorganisation has had a significant impact on the complexity of the 
accounts. The need to reassess budgets in the light of the considerable uncertainty 
brought about by Covid- 19 has impacted on finance staff ability to respond swiftly to audit 
queries and provide revised accounts suitable for audit. 

The impact of remote working has reduced the efficiency of the audit process more 
widely, requiring more time to complete procedures.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our audit plan How we responded to the risk

Improper revenue recognition 

• Under ISA (UK) 240 there is a rebuttable presumed risk that revenue may be misstated due to the 
improper recognition of revenue.

• This presumption can be rebutted if the auditor concludes that there is no risk of material 
misstatement due to fraud relating to revenue recognition.

• Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the 
Authority, we have determined that the risk of fraud arising from revenue recognition can be 
rebutted, because:

• there is little incentive to manipulate revenue recognition

• opportunities to manipulate revenue recognition are very limited

• the culture and ethical frameworks of local authorities, including BCP Council, mean that all forms 
of fraud are seen as unacceptable

We rebutted the risk at the planning stage of our audit. No 
circumstances arose that indicated we would need to 
reconsider this judgement.

Findings

There are no issues to bring to your attention.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our audit plan How we responded to the risk

Management override of controls

Under ISA (UK) 240, there is a non-rebuttable presumed 
risk that the risk of management override of controls is 
present in all entities. The Council faces external scrutiny 
of its spending and this could potentially place 
management under undue pressure in terms of how they 
report performance. 

We therefore identified management override of control, in 
particular journals, management estimates, and 
transactions outside the course of business as a significant 
risk for the group, which was one of the most significant 
assessed risks of material misstatement.

We:

• Evaluated the design effectiveness of management controls over journals;

• Analysed the journals listing and determined the criteria for selecting high risk and unusual journals;

• Tested unusual journals recorded during the year and after the draft accounts stage for appropriateness 
and corroboration, and considered the impact of IT control weaknesses within this testing;

• Gained an understanding of the accounting estimates and critical judgements applied made by 
management and considered their reasonableness with regard to corroborative evidence; and

• Evaluated the rationale for any changes in accounting policies, estimates or significant unusual 
transactions.

The Council uses Oracle Fusion for its general ledger, this is a complex system and required a review by 
our IT audit function. This review identified a number of significant deficiencies. We have had to spend 
extensive amounts of time obtaining journal listings which resulted in using data downloaded onto 24 
separate spreadsheets. The Council has been unable to provide a complete download of the nominal 
ledger which would enable a more efficient approach to testing journals to be undertaken.

The issues identified by our IT team required additional audit procedures to be undertaken to gain 
assurance over journals. These included an increased risk over suspense account transactions, additional 
testing of journals prepared by individuals with enhanced access rights, testing of both manual and 
automated journals and additional testing of journals below £100,000 which is the Council’s limit for journals 
to require authorisation.

Findings

There are no issues to bring to your attention. We are aware that streamlining systems is a key part of the 
transformation programme, however until this is effected, the accounts and audit process will remain 
lengthy and complex.

.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our audit plan How we responded to the risk

Valuation of pension fund net liability

The pension fund net liability, as reflected in the Council’s 
balance sheet as the net defined benefit liability, represents 
a significant estimate in the financial statements. 

The pension fund net liability is considered a significant 
estimate due to the size of the numbers involved (£763m) 
and the sensitivity of the estimate to changes in key 
assumptions.

We therefore identified valuation of the Council’s pension 
fund net liability as a significant risk, which was one of the 
most significant assessed risks of material misstatement.

We:

• Updated our understanding of the processes and controls put in place by management to ensure that the 
Council’s pension fund net liability is not materially misstated and evaluated the design of the associated 
controls; 

• Evaluated the instructions issued by management to their management expert (an actuary) for this 
estimate and the scope of the actuary’s work;

• Assessed the competence, capabilities and objectivity of the actuary who carried out the Council’s 
pension fund valuation;

• Assessed the accuracy and completeness of the information provided by the Council to the actuary to 
estimate the liability; 

• Tested the consistency of the pension fund asset and liability and disclosures in the notes to the core 
financial statements with the actuarial report from the actuary;

• Considered the impact of Covid-19 in the net assets statement; 

• Undertook procedures to confirm the reasonableness of the actuarial assumptions made by reviewing 
the report of the consulting actuary (as auditor’s expert) and performed additional procedures suggested 
within the report. In particular, reviewing the adjustments made as a result of the McCloud judgement 
and considering the impact of the ‘other experience’ adjustment arising from the updating of member 
data as part of the 2019 triennial actuarial update; and 

• Obtaining assurance from the auditor of Dorset Pension Fund as to the controls surrounding the validity 
and accuracy of membership data, contributions data and benefits paid sent by the pension fund and the 
fund assets valuation in the pension fund financial statements and following up queries.

Findings

Covid 19 has had an impact on the valuation of property assets held by Dorset Pension Fund. This has 
resulted in a material uncertainty disclosed by the Council in note 5.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our audit plan How we responded to the risk

Valuation of land and buildings, council dwellings and 
investment properties

The Council re-values its land and buildings on a five-yearly 
rolling basis to ensure that carrying value is not materially 
different from fair value. This represents a significant 
estimate by management in the financial statements due to 
the size of the numbers involved (£702m) and the 
sensitivity of the estimate to changes in key assumptions.
Additionally, management will need to ensure the carrying 
value of assets not revalued as at 31 March 2020 in the 
Council’s financial statements is not materially different 
from the current value at the financial statements date, 
where a rolling programme is used.
Council dwellings (£597m) and investment properties 
(£97m) were revalued at 31 March 2020.
We identified the valuation of these assets, particularly 
revaluations and impairments, as a significant risk, which 
was one of the most significant assessed risks of material 
misstatement.

We:
Evaluated management’s processes and assumptions for the calculation of the estimate, the instructions 
issued to valuation experts and the scope of their work;
Evaluated the competence, capabilities and objectivity of the valuation experts;
Discussed with and wrote to the valuers to confirm the basis on which the valuation was carried out;
Engaged our own valuer expert, Montague Evans, to provide commentary on:
the instruction process in comparison to requirements from CIPFA/ IFRS / RICS;  
the valuation methodology and approach, resulting assumptions adopted and any other relevant points; and
a detailed review of each valuation methodology for reasonableness.
Challenged the information and assumptions used by the valuer to assess completeness and consistency 
with our understanding;
Tested revaluations made during the year to see if they had been input correctly into the Council’s asset 
register; 
Evaluating the assumptions made by management for those assets not revalued during the year and how 
management has satisfied themselves that these are not materially different to current value at year end; 
and
Testing the data used to derive the valuations to underlying and corroborative data.

Findings

The Council’s asset base consists of the legacy balances transferred from the former Bournemouth, 
Christchurch and Poole Councils, together with £34m of land and buildings transferred from the former 
Dorset County Council. The Council continues to operate separate housing revenue accounts for the 
Bournemouth and Poole neighbourhoods with the Poole neighbourhood being managed by Poole Housing 
Partnership Ltd, a subsidiary arms length management organisation of the Council.

In this first year of operation and reflecting capacity within the Council and to capitalise on existing 
knowledge, the valuers instructed to undertake the valuations work mirrors for the most part the 
arrangements in place at the legacy councils. The Council instructed five valuers to value its asset base. 
This resulted in a significant amount of additional audit work required in our audit process.
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Audit of the Financial Statements
Significant Audit Risks - continued

How we responded to the risk

Valuation of land and buildings, 
council dwellings and 
investment properties

The Council has three fixed asset registers, one is managed by Poole Housing Partnership and we experienced some 
difficulties in reconciling this register to the amount disclosed in the financial statements.

Our testing of the revaluation entries made and the reconciliation of the asset registers to the valuers report identified that the 
capital expenditure on assets incurred during the year on assets subsequently revalued at the year end had not been correctly
accounted for in the Councils accounts resulting in the year end value of land and buildings assets and the Bournemouth 
council dwellings being overstated by £3,339k and £8,311k respectively.

The result of this work identified an £11,704k net reduction to the value of land and buildings and council dwellings, of this 
£625k is reflected in the CIES with the balance in the revaluation reserve. However any impact on the surplus or deficit 
position of the Council does not have a general fund or housing revenue account impact.

Our testing also identified mathematical and formula errors in the valuation schedules prepared for the Bournemouth 
neighbourhood council dwellings valuation. This resulted in the closing valuation reducing by £15,830k . A similar error was 
identified in the opening valuation for these assets resulting in a reduction in the opening position of £17,058k. A reduction in 
depreciation of £552k was also required as a result of the error identified in the opening position.

Our testing identified that for a number of assets held, the Council was unable to provide detailed floor plans to enable us to 
confirm the floor areas used to calculate the valuation using the depreciated replacement cost method. The Council’s valuer 
has relied on floor areas used in previous valuations and cross checked against independent data such as EPC reports and 
also undertaken reasonableness checks as part of his site visits. Enquiries were also made within the Council to confirm 
whether any changes had occurred in the footprint of the asset. We were able to gain sufficient assurance to support the 
valuations of the majority of these assets. In the case of two assets further detailed plans were created which resulted in a net 
reduction in the asset values of £6,000,000.

Management requested that its valuers ensure that all evidence to support figures used in determining the valuations was 
retained and available to support the audit processes. In addition to detailed floor plans, our audit also identified that evidence 
to support other information used in determining the valuations such as acreage, certain lease documentation and comparable 
evidence to support land sales and indices used was not easily accessible to support the audit process.
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Audit of the Financial Statements
Significant Audit Risks - continued

How we responded to the risk

Valuation of land and buildings, council dwellings 
and investment properties

The Council has completed the redevelopment and construction of a care home during the year. This 
work was commenced in 2018/19 and completed and brought into use during 2019/20. Our testing 
identified that spend incurred in the prior year had been incorrectly included as additions to land and 
buildings rather than assets under construction. The opening balance has been reclassified to assets 
under construction. This totalled £7,736,489.

There are mitigating factors such as Covid and LGR but our overall view is that the Council’s valuation 
arrangements in respect of the accounts require significant improvement, particularly in ensuring that its 
valuers are able to support the valuations that they provide and that valuations received are subject to 
additional checks to assess their validity.

In the valuation reports prepared by all valuers, they have confirmed that as a result of Covid-19 less 
weight can be attached to market evidence for comparison purposes to inform opinions of value. At the 
balance sheet date, the valuer was faced with an unprecedented set of circumstances on which to base 
a judgement and as such the valuations have been reported on the basis of ‘material valuation 
uncertainty’. The Council has reflected this uncertainty in Note 5 to the financial statements. The 
emphasis of matter paragraph does not qualify the opinion but will refer to the matter of the disclosure 
on the material uncertainty stated by the valuers included in the financial statements that, in our 
judgement, is of such importance that it is fundamental to users’ understanding of the financial 
statements.
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Audit of the Financial Statements
Significant Audit Risks - continued

How we responded to the risk

Opening balances

2019/20 is the first year of operation for the Council, the 
merger of the systems and activities of the three 
predecessor councils as well as the upper tier services, 
assets and liabilities transferred from the former Dorset 
County Council creates many challenges. 

On creation on 1 April 2019, the Council’s opening 
balances are the closing balances of the predecessor 
councils and assets and liabilities transferred from the 
former Dorset County Council.

We therefore identified transfer of opening balances to 
the new Council as a significant risk, which was one of 
the most significant assessed risks of material 
misstatement.

We:

updated our understanding of the processes and controls put in place by management to ensure that the 
opening balances are transferred correctly to the new Council;

reviewed the data supporting the apportionment of assets and liabilities between the two new councils;

agreed the assets and liabilities transferred to agreement with the former Dorset County Council; and

sample tested of opening balance for existence and to land registry documents.

Findings

Our identified that as part of the work undertaken by the Council to align the accounting policies of the 
legacy councils a number of adjustments were made to opening the opening balances transferred. This 
included £4.3 million of land and buildings classified as investment properties in the accounts of 
Christchurch Borough Council, which were transferred to land and buildings under the policies adopted 
by the new Council and a small number of adjustments between grants received in advance and 
reserves. 

The Council had omitted to remove intra Council transactions from its opening balances disclosure. 
These related to a loan of £7,500,000 between the former Borough of Poole and Bournemouth Borough 
Council.

The number of assets transferred from the former Dorset County Council had not been included in the 
new Council’s fixed asset register. These assets related to small pieces of land with minimal value, with 
no impact on the value of assets transferred. The asset register has been updated to ensure a complete 
record of property owned by the Council is maintained.

The Code requires that where an authority is created under a machinery of government change, a note 
is included in the accounts setting out the opening balances transferred. The draft accounts included this 
disclosure on the face of the balance sheet. This has now been amended and is included as note 1a to 
the accounts. A similar adjustment was required to the group accounts.
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Audit of the Financial Statements
Audit opinion
We gave an unqualified opinion on the group's financial statements on 12 March 
2021.

Preparation of the financial statements
The group presented us with draft financial statements in July 2020 in 
accordance with the agreed timescale. Our initial review of the financial 
statements in August, identified a number of errors and omissions, including 
those effecting the Income and Expenditure Statement and the Expenditure and 
Funding Analysis note which required revision and impacted on our ability to 
select samples for testing. However, these were of a presentational and technical 
accounting nature and did not affect the Council’s financial outturn. The 
complexity of the underlying financial systems has also made the sampling 
process more time consuming. 
Progress has also been affected by difficulties in obtaining evidence to support 
the valuation of land and buildings and conflicting demands on the finance team 
caused by responding to issues caused by the pandemic. There are mitigating 
factors such as Covid and LGR but our overall view is that while the Council’s 
valuation arrangements are improving there are still significant issues with the 
provision of evidence to support the valuations.

The work associated with addressing local government reorganisation and the 
impact of Covid-19 has had a significant impact on the capacity of the Council. 
As the Council has focussed rightly on managing its finances and the impact of 
the pandemic, this has impacted on officers’ ability to focus on the highly 
demanding task of producing first-year financial statements and responding to 
auditor queries.
The timely completion of the audit was also affected by the requirement to 
undertake procedures remotely that impacted on the efficiency of the audit 
process

Issues arising from the audit of the financial statements
We reported the key issues from our audit to the group's Audit and Governance 
Committee on 11 March 2021. 

In addition to the key audit risks reported above, we identified a number of issues and 
adjustments to the financial statements. The majority related to disclosure 
amendments and corrections. 

Annual Governance Statement and Narrative Report
We are also required to review the Council’s Annual Governance Statement and 
Narrative Report. It published them on its website in the draft Statement of Accounts 
in July 2020. 

Both documents were prepared in line with the CIPFA Code and relevant supporting 
guidance. We confirmed that both documents were consistent with  the financial 
statements prepared by the Council and with our knowledge of the Council. 

Whole of Government Accounts (WGA) 
We  have not yet completed our work in accordance with instructions provided by the 
NAO.

Certificate of closure of the audit
We are not able to certify that we have completed the audit of the financial statements 
in accordance with the requirements of the Code of Audit Practice until we have 
completed our Whole of Government Accounts work.



© 2021 Grant Thornton UK LLP  |  Annual Audit Letter  |  April 2021

Commercial in confidence

15

Value for Money conclusion

Background
We carried out our review in accordance with the NAO Code of Audit 
Practice, following the guidance issued by the NAO in April 2020 which 
specified the criterion for auditors to evaluate:
In all significant respects, the audited body takes properly informed decisions 
and deploys resources to achieve planned and sustainable outcomes for 
taxpayers and local people. 

Key findings
Our first step in carrying out our work was to perform a risk assessment and 
identify the risks where we concentrated our work.

The risks we identified and the work we performed are set out overleaf.

Overall Value for Money conclusion
Based on the work we performed to address the significant risks, we are satisfied that 
except for the matter we identified in respect of the Ofsted inspection of childrens 
services, the Council had proper arrangements for securing economy, efficiency and 
effectiveness in its use of resources. We therefore issued a qualified 'except for' 
conclusion.
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Significant Risk - Financial Sustainability
In addition to improving the delivery of services, local government 
reorganisation in Dorset aims to reduce costs and deliver efficiencies. The 
predecessor councils have historically performed well in managing their 
financial position although reductions in funding and increasing demand for 
services have made this increasingly challenging.
The new Council has set a balanced budget for 2019/20 and 2020/21, 
however budget reporting has identified that savings and efficiencies of £20 
million are required over the next two years to deliver this balanced budget.

The Council came into existence on 1 April 2019, from the merger of
Bournemouth Borough Council, Christchurch Borough Council and Borough
of Poole. In addition the new Council assumed responsibility for the upper
tier services relating to the Christchurch area of the former Dorset County
Council.

BCP Council had been operating in a shadow form during 2018/19, where
the budget and Medium Term Financial Plan (MTFP) for the new Council
were determined. The legacy councils had historically managed their
finances well providing a firm footing to support the activities of the new
Council. The opening general fund reserves of the new Council were
£15.3m offset by £4.6m of DSG overspend with earmarked reserves of £84
million.

Value for Money

Value for Money
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2019/20 Outturn
The Council published its outturn report at the end of July in line with its revised closedown timetable. The general fund outturn was a surplus of £0.2 million as
budgeted and without the need to draw down on financial resilience contingencies and reserves set aside to manage uncertainties arising in this first year of
operation.

This is an improved position on that anticipated at quarter 3, where the use of £2.7 million of financial resilience reserves was predicted and reflects in the main the
impact of work undertaken to establish an opening balance position including a review of inherited debt and align accounting treatments in the new Council. As can
be seen in Figure 1 overspends were incurred in children’s services and regeneration and economy.

Covid-19 has had a significant impact on the Council with additional reported costs of £3.5 million in lost revenue in the main from car parking. These pressures
were largely offset by favourable variances in other directorates however the main impact of Covid-19 will manifest over the coming periods.

Value for Money

Value for Money
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Budget setting and monitoring and Medium Term Financial Planning

2020/21 and beyond
At its first meeting in June 2019, the Cabinet approved its strategy for planning the 2020/21 budget, including the approval of an outline strategy to support the delivery
of a balanced budget for 2020/21 and the design of a two year base budget review process to aid decision making to support budget setting. The MTFP agreed in
February 2020 was subsequently refreshed in June as part of the base budget review process to include projections to 2023/24. Work has been ongoing through the
year to further refine the budget and agree savings options.

A balanced budget was approved by Cabinet in February 2020. This preceded the Covid -19 pandemic which has had a significant impact on the Council and society 
generally. The Council reacted quickly to the crisis, with the establishment of a Corporate Incident Management Team and has reported monthly to Cabinet on the 
impact of the pandemic including the effect on finance and service delivery. The impact of Covid-19 on the Councils finances remains uncertain but is likely to have a 
continuing and significant effect on income levels including  reduced rates and council tax collection and income from fees and charges. To support planning, different 
scenarios reflecting the impact of lockdown and other restrictions were profiled over three time frames. The Council demonstrates a good understanding of the impact 
of this evolving situation and arrangements in place to respond to all issues are considered good. 

In the light of the emerging financial impact of the pandemic, Cabinet members and officers held budget meetings during April and May to develop the mitigation 
strategy to consider measures needed to balance the budget for 2020/21. In budget monitoring reporting to Cabinet in June 2020, it was noted that the Council had 
received £22 million of emergency funding from central government to cover projected additional costs and lost income of £52.3 million in the general fund with a 
resulting funding gap of £30.3 million. The report included a range of measures introduced to reduce expenditure not being incurred in support of the pandemic. This 
included temporary adjustments to services, continuing the vacancy freeze, bringing forward transformation savings and delaying projects. The residual gap would also 
need to be supported by the reprioritisation of reserves. 

The Council is heavily dependent on income from fees and charges, which have been significantly impacted by the pandemic. The Council received an additional £3.2 
million of emergency funding and has estimated that it will receive a further £12 million to compensate in part for the lost fees and charges income that is directly 
related to the pandemic. The Council will be able to submit three claims during the course of the financial year but must cover the first 5% of the budgeted amount for 
these losses, after which the government will compensate for 75% of the remaining loss. The exact amount receivable will not be known until the three payments on 
account are received and a final reconciliation and verification exercise is carried out by MHCLG after the year end. 

The November budget monitoring report showed that due to anticipated and received central government funding and mitigating actions taken, the projected 2020/21 
revenue outturn is for a balanced position, after potentially using £1.9 million of reserves, reducing the need to draw on reserves which are needed to finance the 
transformation programme however this is dependent on identified savings being delivered. 

Based on information available to date, the Council estimates that ongoing and recurring pressures means that it will need to make further savings of £13.4 million in 
addition to the £8.8 million of savings and £15 million transformation savings already identified in order to set a lawful balanced budget for 2021/22. The unprecedented 
level of uncertainty arising from the pandemic has been considered by the Council in drawing up its plans and a range of outcomes are under consideration. The lack 
of clarity means that the Council will need to continue to plan with little or no funding certainty over the medium term. Difficult decisions about which services to 
prioritise and protect, and which to reduce in order to balance the budget will need to be taken to continue to deliver affordable and sustainable budgets.

Value for Money
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Budget setting and monitoring and Medium Term Financial Planning

2020/21 and beyond
At its first meeting in June 2019, the Cabinet approved its strategy for planning the 2020/21 budget, including the approval of an outline strategy to support the delivery
of a balanced budget for 2020/21 and the design of a two year base budget review process to aid decision making to support budget setting. The MTFP agreed in
February 2020 was subsequently refreshed in June as part of the base budget review process to include projections to 2023/24. Work has been ongoing through the
year to further refine the budget and agree savings options.

A balanced budget was approved by Cabinet in February 2020. This preceded the Covid -19 pandemic which has had a significant impact on the Council and society 
generally. The Council reacted quickly to the crisis, with the establishment of a Corporate Incident Management Team and has reported monthly to Cabinet on the 
impact of the pandemic including the effect on finance and service delivery. The impact of Covid-19 on the Councils finances remains uncertain but is likely to have a 
continuing and significant effect on income levels including  reduced rates and council tax collection and income from fees and charges. To support planning, different 
scenarios reflecting the impact of lockdown and other restrictions were profiled over three time frames. The Council demonstrates a good understanding of the impact 
of this evolving situation and arrangements in place to respond to all issues are considered good. 

In the light of the emerging financial impact of the pandemic, Cabinet members and officers held budget meetings during April and May to develop the mitigation 
strategy to consider measures needed to balance the budget for 2020/21. In budget monitoring reporting to Cabinet in June 2020, it was noted that the Council had 
received £22 million of emergency funding from central government to cover projected additional costs and lost income of £52.3 million in the general fund with a 
resulting funding gap of £30.3 million. The report included a range of measures introduced to reduce expenditure not being incurred in support of the pandemic. This 
included temporary adjustments to services, continuing the vacancy freeze, bringing forward transformation savings and delaying projects. The residual gap would also 
need to be supported by the reprioritisation of reserves. 

The Council is heavily dependent on income from fees and charges, which have been significantly impacted by the pandemic. The Council received an additional £3.2 
million of emergency funding and has estimated that it will receive a further £12 million to compensate in part for the lost fees and charges income that is directly 
related to the pandemic. The Council will be able to submit three claims during the course of the financial year but must cover the first 5% of the budgeted amount for 
these losses, after which the government will compensate for 75% of the remaining loss. The exact amount receivable will not be known until the three payments on 
account are received and a final reconciliation and verification exercise is carried out by MHCLG after the year end. 

The November budget monitoring report showed that due to anticipated and received central government funding and mitigating actions taken, the projected 2020/21 
revenue outturn is for a balanced position, after potentially using £1.9 million of reserves, reducing the need to draw on reserves which are needed to finance the 
transformation programme however this is dependent on identified savings being delivered. 

Based on information available to date, the Council estimates that ongoing and recurring pressures means that it will need to make further savings of £13.4 million in 
addition to the £8.8 million of savings and £15 million transformation savings already identified in order to set a lawful balanced budget for 2021/22. The unprecedented 
level of uncertainty arising from the pandemic has been considered by the Council in drawing up its plans and a range of outcomes are under consideration. The lack 
of clarity means that the Council will need to continue to plan with little or no funding certainty over the medium term. Difficult decisions about which services to 
prioritise and protect, and which to reduce in order to balance the budget will need to be taken to continue to deliver affordable and sustainable budgets.
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Key findings

Value for Money

Covid-19

Following publication of the MTFS and the 2020/21 budget, Covid-19 lockdown came into effect which has made the financial outlook for the Council challenging. 
The Council reacted swiftly to the pandemic and has kept its budget forecast for 2020/21 under review. A revised financial management framework was 
implemented in March 2020, bringing in new rules. Unless agreed by the Corporate Incident Management Team, expenditure could only be incurred if it directly 
supported the Council’s response to Covid-19, unless it honours an existing contractual commitment, safeguards services to vulnerable members of the 
community or is funded entirely from an external source. A corporate wide vacancy freeze was also implemented.

The response to the pandemic has also put increased pressure on the Council, being at the front line of implementing government policy and supporting residents.

The Council initially planned against three lockdown scenarios, determining that a lockdown period of twenty four weeks was the most likely outcome. The 
Council’s initial predictions in June 2020 identified potential budget pressures of £52.3 million as a result of Covid-19 for the 2020/21 financial year. These costs 
are in addition to the £3.5 million incurred in 2019/20. Cost pressures include additional support for adults’ and children’s social care, temporary accommodation 
for homeless people, personal protective equipment and excess deaths management. Income pressures have been identified relating to car parking, tourism, 
leisure centres and reductions in the amounts of business rates and council tax income that will be collected.

In the period since the end of the financial year, officers have put in place robust arrangements to ensure that risks and uncertainties are given due consideration 
in short and medium-term financial planning and the impact is effectively modelled to the best of their ability. Management have updated budgets for a number of 
income and expenditure scenarios and have updated their cashflow models. 

The estimated pressures due to the pandemic have increased from £52.3 million gross of government grant (£30.3 million net) in the June report to £55.5 million 
gross (£18.2 million net) in September. The £3.2 million increase in gross pressures since June is largely due to children’s social care, support for leisure centre 
and conference centre operators and the cost of safely opening up facilities post lock down. The Council has developed a range of savings to mitigate these cost 
pressures and has the ability to utilise reserves should this prove necessary.

To date the Council has received central government funding to directly support its activities of £ 37 million, including a current estimate of £12 million to mitigate 
against the loss of income from fees and charges. The Council will, however, need remain alert to the possibility of further lockdown measures. We deem that 
management’s assumptions within their updated financial forecasts and financial strategy are prudent, assuming reductions in income across most revenue 
streams.

As a result of these Government Funding and initiatives, prior year underspends and prudent financial planning at the legacy council, including setting aside 
contingencies in the budget-setting process, the Council has sufficient resources in place to meet the expected shortfalls in income and increases in expenditure 
for 2020/21 arising from the Covid-19 pandemic and is not facing the kinds of challenging decisions in the immediate term around service cuts or Section 114 
notices which other local authorities could be subject to.

In the medium term, the picture remains far more uncertain as the longer-lasting impact of the pandemic on the economy, in the context of wider financial risks 
beyond the control of officers or members, remain significant unknowns. One of the key positives arising from local government reorganisation is the ability for the 
Council to realise the benefits of economies of scale and drive forward an ambitious transformation agenda. Members will need to be mindful of the significant 
impact of Covid 19 on both the national and local economies and the need to maintain a prudent financial position when considering its future plans.
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Transformation

The key drivers underlying the LGR process has been to not only deliver improved and more joined up services to residents, but also by embracing new ways of working to 
deliver significant savings to support medium term financial sustainability. 

LGR was envisioned as a three part process.

Phase 1 - To create the new authorities through the parliamentary process.

Phase 2 – Transition services safely and establish business critical systems and processes.

Phase 3 – Design and build the new organisation

Following the successful delivery of phases 1 and 2 the Council has moved forward with phase 3. This work as been facilitated by the use of external 
consultants to support the Council in this work. The first phase completed in 2019 has been to fully understand how the new Council operates and to 
consider what changes can be made to realise the benefits envisioned in LGR. A corporate plan has been developed setting out the Council’s values, 
priorities and key actions and a base budget review undertaken at service level to analyse how services are currently delivered and to look at ways to further 
integrate and improve. 

Work has continued during this first year to further implement plans. and the Council has commenced a procurement process to select a strategic partner 
that will work with the council to deliver the vision. Progress has also been made in key areas including estates strategy and the adult social care charging 
strategy. 

The savings derived from the transformation programme are a key element of the Council’s MTFP and efforts to deliver a balanced budget. £7.5 million of 
savings are included in the 2021/22 budget. The transformation programme is forecast to deliver up to £43.4 million in annual savings once fully 
implemented. It will form the single largest and most comprehensive response to addressing the budget pressures identified in the Council’s MTFP, realising 
benefits through streamlining services, reducing third party spend and harmonising fees and charges.

The Council will fund this project through the flexible use of capital receipts, additional borrowing to fund the capital elements of the plan. Revenue elements 
will be funded through the use of reserves.
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Ofsted inspection of childrens services.

Ofsted undertook a targeted inspection of the Council’s childrens services during the autumn of 2020. The report issued on 27 November 2020, This visit 
looked at the quality and impact of key decision-making across help and protection, children in care and care leavers services, together with the impact of 
leadership. The review found that here are serious and widespread weaknesses in the quality of children's services in Bournemouth, Christchurch and Poole. 
This leaves vulnerable children at risk of harm.’

Although this was not a full inspection resulting in a performance rating, the findings are sufficiently serious in nature to impact on the Value for Money 
conclusion. This matter is evidence of weaknesses in proper arrangement for understanding and using appropriate and reliable financial and performance 
information to support informed decision making and performance management and planning, organising and developing the workforce effectively to deliver 
strategic priorities. This position has been agreed by a Grant Thornton Independent Panel.
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A. Reports issued and fees
We confirm below our final reports issued and fees charged for the audit and provision of non-audit services/confirm there were no fees for the provision of non audit 
services.

Fees

Planned
£

Actual fees 
£

Statutory audit 160,000 210,000

Audit of subsidiary charities 37,000 37,000

Total fees 197,000 247,000

Fee variations are subject to PSAA approval.

Reports issued

Report Date issued

Audit Plan 21 July 2020

Audit Findings Report 11 March 2021

Annual Audit Letter March 2021

Audit fee variation
As outlined in our audit plan, the 2019-20 scale fee published by PSAA 
of £130,000 assumes that the scope of the audit does not significantly 
change.  There are a number of areas where the scope of the audit has 
changed, which has led to additional work.  These are set out on the 
page overleaf.

Fees for non-audit services

Service Fees £

Audit related services 

- Grant Claims 34,000

Non-Audit related services

- CFO Insights

10,000

Non- audit services
• For the purposes of our audit we have made enquiries of all Grant 

Thornton UK LLP teams providing services to the group. The table 
above summarises all non-audit services which were identified.

• We have considered whether non-audit services might be perceived 
as a threat to our independence as the group’s auditor and have 
ensured that appropriate safeguards are put in place. 

The above non-audit services are consistent with the group’s policy on 
the allotment of non-audit work to your auditor.
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