
 
 

Notice of Special Cabinet meeting 
 
 

 

 
 

 

 

 

 

 
 
 
 

 
All Members of the Cabinet are summoned to attend this meeting to 
consider the items of business set out on the agenda below.  

 

The Public, press and any Councillor are welcome to attend this 
meeting.  

 

For further information please contact: Matthew Wisdom, Deputy Head of 

Democratic Services, Legal and Democratic, Town Hall, Bourne Avenue, 

Bournemouth BH2 6DY. Tel: 01202 451107 E-Mail: 

matthew.wisdom@bournemouth.gov.uk  

 
 

 
 
 
 
 
 
 
 
 
 
 

Wednesday 7 February 2018 at 10.30am 

HMS Phoebe Committee Room, Town Hall, Bournemouth 

Cabinet Member   Portfolio – area of responsibility 
Councillor John Beesley  Leader of the Council, Resources and Chair 
Councillor Nicola Greene Deputy Leader of the Council, Education &  

Children’s Services and Vice-Chair 
Councillor Philip Broadhead Local Government Reorganisation and Economic 
     Growth 
Councillor Blair Crawford  Adult Social Care 
Councillor Anne Filer   Corporate Efficiency 
Councillor Mike Greene  Transport, Cleansing and Waste 
Councillor Jane Kelly  Regeneration and Public Health 
Councillor Robert Lawton   Housing  
Councillor Pat Oakley  Tourism, Leisure and the Arts 
Councillor David Smith  Planning and Environment 
 

Councillors’ Call-in to Overview and Scrutiny Panels - The record of 
decisions made at this meeting will be published by Friday 9 
February 2018.  Councillors may require items set out in Section II 
of the record of decisions to be called-in to the relevant Overview 
and Scrutiny Panel. 
 
The deadline for receiving call-in requests is 5pm on 16 February 
2018.   
 

mailto:matthew.wisdom@bournemouth.gov.uk
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Public involvement 
 
The Council welcomes members of the public to contribute to the meeting: 
 

1 by asking to speak on an agenda item or a community issue as a ‘Deputation’; or    
  
2 by asking a public question - any member of the public whose name appears on the 

Electoral Roll for Bournemouth - which includes a person under the age of 16 years 
living in Bournemouth and who is escorted by a qualifying adult; or  
 

3 by presenting a petition in relation to items on the agenda.  
 

A request to speak as a deputation, ask a question or present a petition must be sent in 
writing or email to Matthew Wisdom at the address shown on page 1 by no later than 
10.30 am on Tuesday 6 February 2018.    
 
Further information is available on the Council’s web site: 
 
http://www.bournemouth.gov.uk/CouncilDemocratic/GetInvolvedHaveyoursay/PetitionsDep
utations.aspx 
 
A hearing loop system is provided in the meeting room.  There is disabled access to the 
building. Councillors and visitors with particular needs are advised to inform the Council 
before arriving at the meeting. 
 
This agenda together with records of decisions and reports are available on the Council’s 
web site at http://www.bournemouth.gov.uk 
 
Audio recording and filming  
 
This meeting may be audio recorded by the Council for subsequent publication on the 
Council’s Website. Anyone may audio record, film, take photographs and/or use social media 
such as tweeting and blogging when this meeting is open to the public. Anyone wishing to 
record this meeting in anyway must do so in accordance with Council Procedure Rule 108 and 
the Council’s protocol for filming and audio recording at public meetings and the Public Notice 
on Filming and Recording Meetings which can be found using the following link:  
 
http://www.bournemouth.gov.uk/CouncilDemocratic/CouncilMeetings/FilmingCouncilMeetings.
aspx 
 
If you have any queries regarding this please contact the Democratic Services Officer at the 
meeting. 
 
 

http://www.bournemouth.gov.uk/CouncilDemocratic/GetInvolvedHaveyoursay/PetitionsDeputations.aspx
http://www.bournemouth.gov.uk/CouncilDemocratic/GetInvolvedHaveyoursay/PetitionsDeputations.aspx
http://www.bournemouth.gov.uk/
http://www.bournemouth.gov.uk/CouncilDemocratic/CouncilMeetings/FilmingCouncilMeetings.aspx
http://www.bournemouth.gov.uk/CouncilDemocratic/CouncilMeetings/FilmingCouncilMeetings.aspx
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Agenda 
 

Items to be considered while the meeting is open to the public 
 
1  Apologies 
 
 
2  Declarations of interest  

Members are asked to declare in accordance with Procedure Rule 5: 

a. any disclosable pecuniary interests in any item under consideration at the meeting as 
required by the Localism Act 2011; 

b. any memberships of outside bodies where such membership involves a position of 
control or significant influence on the organisation concerned;  

Members are also asked to state fully the nature of the interest(s). If any member has a 
query regarding possible interests, please contact the Head of Democratic Services in 
advance of the meeting. 

 
 
3  Public items 
 

a Public Questions 
 

The Head of Democratic Services will report on any public questions received by 
the notice deadline. 

 
b Deputations 
 

The Head of Democratic Services will report on any deputation requests received 
by the notice deadline. 

 
c Petitions 

 
The Head of Democratic Services will report on any petitions received by the 
notice deadline. 

 
 
4 Capital Strategy and Corporate Asset Management Plan 2018 – 2021 – circulated at 

4. 
 
 
5 Housing Revenue Account Budget, Rent Setting and Capital Programme 2018/19 

– circulated at 5. 
 
 
6 Medium Term Financial Plan (MTFP) 2018/19 – 2020/21 and Budget 2018/19 – 

circulated at 6. 
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Cabinet  
 

Report Subject Capital Strategy & Corporate Asset 

Management Plan 2018 - 2021 

Cabinet Portfolio Councillor Philip Broadhead 

Portfolio Holder for Local Government Reorganisation and 

Economic Development  

Corporate Lead Bill Cotton – Executive Director, Environment & Economy 

Service Director Gary Josey - Director, Housing & Communities 

Meeting date 7 February 2018 (Special Budget Cabinet) 

Status Public 

Classification 

Key Decision 

Impacts on Key 

Policy Framework 

For recommendation for adoption by Full Council 

No 

Yes 

Report author Martin Wilkins – Policy & Support Manager (Property) 
 01202 458236    martin.wilkins@bournemouth.gov.uk 

Executive summary This report seeks approval of the Capital Strategy and 
Corporate Asset Management Plan 2018 – 2021, which is 

available on the Council’s website at: 
www.bournemouth.gov.uk/cscamp 

This Plan is the link between the Council’s priorities set out 

in the Corporate Plan, and the resources available to deliver 
them. It is split into three parts, the Handbook, 

Performance Review and Action Plan, and includes 77 
asset-related activities that will be undertaken during the 

three year lifespan of the plan. 

This report acknowledges that the recent announcement on 

Local Government Reorganisation (LGR) means that a new 
urban unitary authority for Bournemouth, Christchurch and 

Poole could be formed from 1 April 2019. 

This Plan has been produced to ensure that the momentum 

of Building a Better Bournemouth is maintained until then, 
at which point, the new authority will have the opportunity 

to review and continue the work. 
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Recommendations Cabinet recommends to Full Council that: 

1) The Capital Strategy & Corporate Asset 

Management Plan 2018 – 2021 is adopted. 

2) The Service Director for Housing & Communities 

is granted delegated authority to make minor 
amendments to the Plan, in consultation with 

the Portfolio Holder for Local Government 
Reorganisation and Economic Development. 

This is to reflect the fact that Service Plans for 
2018/19 are yet to be finalised so some asset 

related targets may be subject to change. 

Reasons for the 
recommendations 

The Capital Strategy and Corporate Asset Management Plan 

ensures that the Council’s assets are proactively managed, 

and directly support the delivery of its services and 

strategic objectives.  

This includes the objective An Efficient Council, and its 

associated outcome of Making the best use of our assets. 

 

Background detail 

1 Bournemouth is an exciting place to be in 2018. The town centre 
has enjoyed at least £282m of development in the last 4 years with 

many more schemes in the pipeline. Bournemouth is attracting 
grant funding, for example, £8.5m through the Dorset Local 

Enterprise Partnership to help the Lansdowne become one of the 
leading commercial districts in the South West, and £1.9m from the 

Coastal Communities Fund to complete phase 2 of the Pier Approach 

public realm scheme. There is also the real possibility that 
Bournemouth will be the first place in the world to offer an 

operational 5G mobile network, as the Council has already installed 
infrastructure to support the new technology. 

2 Building a Better Bournemouth is a central theme running through 
all of the Council’s activities and a key component to this is the 

Council using its land and property assets as a driver for change. 

3 The role of the Capital Strategy & Corporate Asset Management Plan 

(CS CAMP) is to bring together all activities on assets into a single, 
co-ordinated programme. It covers a three year period and is 

updated annually as part of the Council’s budget setting process to 
ensure that it remains current and is able to respond to changing 

circumstances.  

4 The Capital Strategy and Corporate Asset Management Plan 

encompasses three key documents, which are listed below. These 

documents are available on the Council’s website at 
www.bournemouth.gov.uk/cscamp  

http://www.bournemouth.gov.uk/cscamp
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5 The Handbook catalogues the systems, procedures and controls that 
underpin this strategic planning process. Key points of note in this 

year’s Handbook include: 

a) The updated version of the Council’s Asset Investment 

Strategy; 

b) An amendment to the under-used assets policy which seeks 

to help services with the costs of relinquishing surplus or 
under-used properties; 

c) The updated property data management section to reflect the 
new Technology Forge Cloud IT system.   

6 The Performance Review monitors the performance of the Council’s 
assets and their ability to meet future service requirements. This 

information informs the strategic planning process by identifying 
issues that will need to be addressed through the Action Plan. 

Performance areas monitored in this document include building 

condition, suitability, rental income received, energy consumption 
and the Council’s carbon emissions.  

 Key areas for change affecting service provision and assets include: 

• Potential local government reorganisation within Dorset; 

• The need for additional secondary school places within 
Bournemouth; 

• Responding to the new and increasing residential care needs of 
older people. 

 A full analysis of all key areas for change across the various asset 
types can be found in the CS CAMP Performance Review. 

7 The Action Plan translates these issues into a commitment to action, 
with associated targets. These targets could be subject to some 

change as service plans for 2018/19 will not be published until April, 
and factors such as legislation and funding could also impact upon 

feasibility or deliverability. Key activities for 2018 – 2021 include: 

a) Bringing forward more Town Centre Vision schemes including 
major developments at the Winter Gardens, Bath Road, St 

Stephen’s Road and Durley Road;  

b) Following the successful adoption of the Council’s updated 

Asset Investment Strategy in July 2017, investing in new and 
improved assets to develop additional funding streams for the 

Council, in support of Bournemouth’s front line services 

c)  Strengthening Bournemouth’s key industries and creating new 

opportunities for growth and development by strategic land 
acquisition e.g. the A338 Wessex Fields link; 

d) Working with partners to deliver more secondary school 
places in Bournemouth; 
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e) Delivering the next phase of Bournemouth’s Seafront 
Strategy; 

f)  Developing a sustainable model for the provision of new 
dementia care homes. 

8 The Council’s Capital Programme 2018/19 – 2020/21 is detailed in 
the Cabinet Report “Medium Term Financial Plan (MTFP) 2018 – 

2021 Update and the Budget for 2018/19”. It shows that £245m is 
already identified for capital investment across the borough for the 

three years to 2020/21 in support of Council priorities. 

9 The recent announcement on Local Government Reorganisation 

(LGR) means that a new urban unitary authority for Bournemouth, 
Christchurch and Poole could be formed as early as 1st April 2019.  

As a result, this could be the last Capital Strategy and Corporate 
Asset Management Plan for Bournemouth Borough Council.  

10 Whilst this could encourage a short-term view, concentrating on the 

measures that can be put in place before April 2019, this plan 
continues to set out the proposals for council-owned assets for a 

three-year period, 2018-2021. The new authority will then have the 
opportunity to review and continue the work.  

    
Consultation   

11 The Capital Strategy and Corporate Asset Management Plan has 
been developed in consultation with internal stakeholders, through 

the Corporate Asset and Carbon Management Group. External 
consultation with the Council’s partners, including the Bournemouth 

Development Company and other public sector partners, has been 
undertaken in respect of many of the specific actions identified in 

the Action Plan. 

12 The Council’s Asset Investment Strategy is a key component to the 

CS CAMP 2018 - 2021. It was approved by Full Council on 25 July 

2017 following a recommendation from Cabinet on 19 July 2017. As 
part of the adoption process, the updated Asset Investment 

Strategy was consulted on at the Corporate Services Overview & 
Scrutiny Panel on 12 July 2017. 

13 It is worth noting here that Bournemouth Council is also working 
closely with Dorset NHS colleagues to support the refresh of their 

Dorset Estates Strategy. This is an essential requirement to support 
the securing of £147m capital funding available to Dorset as a Wave 

1 Accountable Care System.  

 

Alternative Options Considered and Rejected 

14 Whilst an up to date Capital Strategy & Corporate Asset 

Management Plan is essential to the Council’s overall planning 
process and supporting the priority An Efficient Council, the content 

of that Plan is at the discretion of the Council. 



 

5 
 

 

Summary of Financial/Resource Implications 

15 The Capital Strategy and Corporate Asset Management Plan is being 
considered alongside the Medium Term Financial Plan 2018 – 2021 

and the Budget for 2018/19 to ensure that these documents provide 
a comprehensive approach to the management of the Council’s 

resources. 

16 Bournemouth, like all local authorities, has to respond to 
unprecedented austerity measures whilst trying to provide 

sustainable, quality public services for an increasing population. 
Cumulative reductions in Bournemouth’s core government funding 

since 2010 will total £60m per annum by 2020/21. This reduction 
has had to be reconciled against the increases in demand and costs 

for services, particularly for vulnerable children, adults and older 
people. 

17 The CS CAMP feeds into the Council’s overall Financial Strategy 
which continues to evolve with the focus on making the best use of 

our resources, assets, people, finance, and technology. This focus 
will be amplified by the proposed reorganisation of local government 

in Bournemouth, Poole and the rest of Dorset. 

  

Summary of Legal Implications 

18 No specific issues have been identified. However, the legal 

implications of each key activity within the CS CAMP Action Plan will 
be assessed as each of these projects are taken forward. 

 

Summary of Environmental Impact 

19 An Environmental Impact Assessment has been completed for the 
Capital Strategy & Corporate Asset Management Plan. The identified 

impacts are generally positive. 

20 The Handbook explains how the Council’s assets are mitigating 

adverse impacts on the environment and preparing for climate 

change.  

21 The Performance Review measures the environmental performance 

of the Council’s assets. It makes recommendations for improvement 
that will be taken forward in the Action Plan. Three years ahead of 

schedule, the Council has achieved the target of reducing its carbon 
emissions by one third. Therefore, it has now set a new target to 

reduce carbon emissions further to 42% by 2020 with an 
aspirational target of 60% by 2030. 

22 Individual activities in the Action Plan, including any investments 
made under the Asset Investment Strategy, will be subject to their 
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own Environmental Impact Assessments as these projects are 
progressed. 

 

Summary of Equalities and Diversity Impact 

23 An Equality Impact Needs Assessment (EINA) has been completed 
for the Capital Strategy & Corporate Asset Management Plan and 

did not identify any actual or potential negative outcomes.  

24 Individual activities in the Action Plan, including any investments 
made under the Asset Investment Strategy, will be subject to their 

own EINAs as these projects are progressed. 

25 The Council now has a 9th Equality Objective to Increase equality of 

outcomes through inclusive growth. This means that when planning 
investment, measures are put in place to ensure that the benefits 

are felt across the whole of Bournemouth’s society, particularly the 
most vulnerable. This is fully embraced in the Capital Strategy and 

Corporate Asset Management 2018/2021. 

 
 

Summary of Risk Assessment 

26 An initial risk assessment has been undertaken for the Capital 

Strategy & Corporate Asset Management Plan. This indicates a high 
risk, largely because of the value of the Council’s asset base as 

opposed to any inherent risk in the Plan itself. 

27 Individual activities in the Action Plan will be subject to separate 

assessment as these projects are progressed and appropriate risk 

management arrangements will be adopted in accordance with the 
Council’s project management procedures. 

 

Background Papers 

a)    The Capital Strategy & Corporate Asset Management Plan 2018 – 

2021 comprises 3 documents: Handbook, Performance Review and 
Action Plan. These documents are not appended to the report due 

to their size but can be accessed on the Council’s website using the 
following link  www.bournemouth.gov.uk/cscamp 

b)    The Equality & Impact Needs Assessment, Environmental Impact 
Assessment and Initial Risk Assessments for this report can also be 

located on the Council’s website and can be accessed via the 
following link www.bournemouth.gov.uk/cscamp 

c)    The report for the Update of the Bournemouth Asset Investment 

Strategy can be located on the Council’s website and can be 
accessed via the following link 

https://www.bournemouth.gov.uk/councildemocratic/CouncilMeeti

http://www.bournemouth.gov.uk/cscamp
http://www.bournemouth.gov.uk/cscamp
https://www.bournemouth.gov.uk/councildemocratic/CouncilMeetings/CommitteeMeetings/Cabinet/2017/07/19/cabinet19-jul-2017.aspx
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ngs/CommitteeMeetings/Cabinet/2017/07/19/cabinet19-jul-
2017.aspx  

d)    The 7 February 2018 Cabinet Report Medium Term Financial Plan 
(MTFP) 2018 – 2021 Update and the Budget for 2018/19, which 

includes the Capital Programme can be accessed via the following 
link: 

https://www.bournemouth.gov.uk/councildemocratic/CouncilMeeti
ngs/CommitteeMeetings/Cabinet/2018/02/07/Cabinet07-Feb-

2018.aspx 

 

 

 

https://www.bournemouth.gov.uk/councildemocratic/CouncilMeetings/CommitteeMeetings/Cabinet/2017/07/19/cabinet19-jul-2017.aspx
https://www.bournemouth.gov.uk/councildemocratic/CouncilMeetings/CommitteeMeetings/Cabinet/2017/07/19/cabinet19-jul-2017.aspx
https://www.bournemouth.gov.uk/councildemocratic/CouncilMeetings/CommitteeMeetings/Cabinet/2018/02/07/Cabinet07-Feb-2018.aspx
https://www.bournemouth.gov.uk/councildemocratic/CouncilMeetings/CommitteeMeetings/Cabinet/2018/02/07/Cabinet07-Feb-2018.aspx
https://www.bournemouth.gov.uk/councildemocratic/CouncilMeetings/CommitteeMeetings/Cabinet/2018/02/07/Cabinet07-Feb-2018.aspx




 
 

Cabinet 
 

Report Subject Housing Revenue Account Budget, Rent Setting 
and Capital Programme 2018/19 

Meeting date 7 February 2018 

Cabinet Portfolio Councillor Robert Lawton, Portfolio Holder for 

Housing 

 

Corporate Lead 
 

Bill Cotton, Executive Director – Environment and 
Economy 

Service Director Gary Josey, Service Director – Housing and 
Communities 

Status Public 

Classification 

  
Key Decision 
 

Impacts on Key Policy 
Framework  

For recommendation for adoption by full Council 

 
No 
 

Yes 

Report authors Lorraine Mealings, Deputy Director of Housing and 
Head of Customer  01202 454784 

 lorraine.mealings@bournemouth.gov.uk  
 

Seamus Doran, Tenancy Services Manager  01202 
451915  seamus.doran@bournemouth.gov.uk 

 
Marta Zuk, Senior Accountant, Housing and 
Communities – Strategic Finance  01202 451058 

 marta.zuk@bournemouth.gov.uk 
 

Executive summary 
 

The delivery of housing is a key priority for the 
Council.  Our Housing Revenue Account (HRA) 

resources are focused on ensuring the efficient 
management and maintenance of the existing Council 

owned housing stock, alongside building new 
affordable housing. 
 

The Council’s housing stock comprises 5,123 
tenanted and 514 leasehold properties (as at 1 April 

2017) with a rent roll of £22.1M in 2018/19. 
 
The government’s policy around rent levels has 

changed over the last few years, currently involving 
the need to reduce rents by 1% per year for four 

years.  This clearly impacts on the ability to manage 
and maintain existing stock, as well as build 
additional much needed affordable homes. 

 
Several other key national policy changes are 

underway although many still remain unclear.   
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The Housing and Planning Act 2016 set out the 
proposed ‘Vacant High Value Local Authority 

Housing’ policy but this is yet to be implemented.  A 
reserve of £4M has been set aside, should this be 
implemented. 

 
Welfare reforms continue, including the recent roll-

out of Universal Credit locally.  This is likely to 
impact on arrears.  In addition, a new Housing 
Green Paper for social housing is being prepared by 

Government which will bring about further changes 
to the sector. 

 
Despite the rent reduction, the Council is continuing 
to manage and maintain the HRA properties 

effectively, as well as continuing with its new build 
pipeline. 

 
The HRA has a clear role to play in the delivery of 
additional new homes in Bournemouth.  Having 

become a Registered Provider with Homes England 
(formerly the Homes and Communities Agency) in 

2009, the Council has since built and acquired over 
200 new affordable homes into the HRA.  This 
provides valuable additional homes for those in 

housing need. 
 

The pipeline of new build developments is currently 
being revisited, based on the ambition to increase the 
scale of new build in subsequent years.  The 2018/19 

budget involves a capital programme of £6M for new 
build. 

 
The Government proposed the ability for Councils to 

bid for additional HRA borrowing capacity from 
2019/20.  Bournemouth Borough Council will be 
pursuing this opportunity when it becomes available 

to increase new build activity. 
 

The implementation of service charges is proposed to 
go live during 2018/19 for current and new tenants.  
Most social housing landlords already charge 

additional service charges to tenants in order to 
recoup costs incurred.   

 
Fire safety continues to be a priority for the HRA, 
involving the need to provide continued advice to 

tenants on fire prevention and safety.  There is a need 
to continue making sure fire risk assessments are 

acted on and necessary works are carried out to 
mitigate the impact of a possible fire. 
 



 
 

Recommendations that come out of the national 
Inquiry underway following the Grenfell tragedy are 

likely to have budget implications for the HRA.  
However, these will be relatively limited for 
Bournemouth because the Council Housing stock 

does not include any blocks higher than 5 storeys. 
 

The majority of garages currently within the HRA are 
rented to non-Council tenants.  These assets will be 
transferred across to the General Fund from 1 April 

2018 along with the spending liabilities relating to 
managing and maintaining these assets.   

 
It is vital that the Council’s HRA housing stock 
continues to meet the wider strategic needs of the 

Council.  As such, a greater proportion of vulnerable 
tenants with complex needs are being accommodated 

within HRA stock, as part of the solution to address 
rising homelessness. 
 

The HRA housing stock continues to be effectively 
managed and maintained.  It provides a significant 

contribution for those in housing need in 
Bournemouth. 
 

Delegated authority continues to be given to the 
Service Director of Housing and Communities, in 

consultation with the Section 151 Officer and the 
Cabinet Member for Housing, to agree changes to the 
proposed HRA Budget accordingly.  This will be based 

on the assumption that a balanced budget position 
will be maintained. 

 

Recommendations That Cabinet recommend to Council that:  

 
1. The financial strategy of the Housing 

Revenue Account (HRA) be agreed as 

follows:  
 

- To focus resources on meeting the 
cost of servicing the HRA’s 

outstanding debt; 
- To ensure that the new government 

policies are implemented; 

- To ensure that the stock is 
adequately managed and 

maintained; 
- To implement an efficiency strategy 

to ensure that the right 

management and maintenance 
services are delivered as efficiently 



as possible within the tighter 
financial climate; and 

- To direct any surplus towards the 
New Build/Acquisition programme 

to increase stock numbers and 
meet unmet housing needs.  

 

2. The proposed HRA budget for 2018/19 
is set out in this report and appendices, 

and is in line with national policy 
requirements. 

 

3. A 3% increase in tenant garage rents 
will be applied and tenant service 

charges will be increased by 3% until 
the new service charge policy is 
implemented during 2018/19. 

 
4. The £4M ‘Sale of Vacant High Value 

Assets’ reserve is kept under ongoing 
review, taking into account any 
national policy changes. 

 
5. Delegated authority continues to be 

given to the Service Director of 
Housing and Communities, in 
consultation with the Section 151 

Officer and the Cabinet Member for 
Housing, for any subsequent changes 

to the proposed HRA budget on the 
assumption that a balanced budget 
position will be maintained.   

 
6. The further two years 1% rent 

reduction will continue to be 
implemented but this will revert to an 

increase of CPI plus 1% from 2020/21, 
in line with national policy. 

 

Reasons for 
recommendations 

HRA rents and other charges along with the HRA 
Capital Programme are subject to review and require 

Cabinet and Council approval in order for rents and 
charges to be levied. 

 
Background 
 

1. The delivery of housing is a key priority for the Council.  Our Housing 

Revenue Account (HRA) resources are focused on ensuring the efficient 
management and maintenance of the existing Council owned housing stock, 
alongside building new affordable housing.   

 

2. The Council’s housing stock comprises 5,123 tenanted and 514 leasehold 

properties (as at 1 April 2017) with a rent roll of £22.1M in 2018/19.  



Bournemouth is the only Council in Dorset which directly owns and manages 
its stock. 

 

3. The Council recognises the need to build more homes of all tenures in 

Bournemouth in order to better meet people’s needs.  Affordable housing 
needs to be a key part of the additional delivery and the Council prioritises 

investment in additional affordable housing for those in need.  Affordable 
housing in Bournemouth is in very high demand, with approximately 4,000 
households currently waiting on the Housing Register. 

 

4. The Council has been successful in increasing its housing provision, 

particularly, with over 200 new build completions and acquisitions since 
2009.  Most of the new provision has involved family housing and has 

provided valuable additional homes for those in housing need. 
 

5. New housing provision not only serves to meet local housing needs but also 
boosts the local economy using local companies and the local workforce. 

The Council’s Building Maintenance team has a well-established 
apprenticeship scheme employing local people wherever possible, which 

brings additional social value and opportunities. 
 

6. The HRA is a separate account within the Council that ring-fences the 

income and expenditure associated with the Council’s housing stock. The 

HRA does not therefore directly impact on the Council’s wider General Fund 
budget setting or on the level of Council Tax.  This report sets out the HRA 
budget and notes the key principles of which it is based. 

 
National rent policy changes 

 

7. Since 2012/13 the HRA has been self-financed, meaning that Central 

Government no longer provides the Subsidy Determination which was the 
predominant factor in calculating rents and other charges for the HRA.  As 

part of the self-financing arrangements the HRA had to buy itself out of the 
subsidy system and, as a result, took on external borrowing of £42.5M at 
an interest rate of 3.48%. 

 

8. This self-financing was premised on the Government’s calculations that 

rents would increase to their target level by 2015/16, after which they 
would increase by the Retail Price Index (RPI) plus 0.5%.  In 2015/16 

however, the Government changed its rent setting policy to increase by 
Consumer Price Index (CPI) plus 1% for a four-year period. 

 

9. Since then, the national policy has significantly changed again.  In the 

Welfare Reform and Work Act 2016, the government required social and 
affordable rents to reduce by 1% annually from 2016/17 for the next four 

years.  Sheltered housing was exempt for the first year but the 1% 
reduction then applied from 2017/18.  This rent reduction is clearly very 
significant in terms of the income stream and is calculated to cause a £3.7M 

rent loss over the four-year period.  This loss of income clearly limits the 
ability to manage and maintain the stock, as well as the ability to build 

additional affordable housing. 



10. The latest detail from Government is that the rent policy will change back 

to Consumer Price Index (CPI) plus 1% from 2020/21 and for the next 5 
years thereafter. 

 

Other key national policy changes 

11. The Housing and Planning Act 2016 set out the proposed ‘Vacant High Value 

Local Authority Housing’ policy but this is yet to be implemented.  This 
states that Councils may need to dispose of vacant Council Housing 

properties (recommended to be the high value ones) to make the required 
annual payment back to central government to fund the proposed Right to 

Buy for Housing Associations.  The payment would be calculated by central 
government on a formula basis, meaning that the risk of raising the 
necessary funds to make payment will sit with the HRA. 

12. This element of the Act was due to be implemented in 2016/17 but is still 

not enacted.  The Ministry for Housing, Communities and Local Government 
(formerly the Department for Communities and Local Government) stated 
that no payment will be required for this from Councils in the coming 

2018/19 financial year and there is national debate as to whether the 
Government will ever enact this provision. 

13. Due to the financial impact of this policy, the Council has taken a prudent 
approach involving the creation of a designated reserve to help relieve the 

immediate pressure for completing sales if and when the policy is 
introduced.  A £2M ‘Sale of Vacant High Value Assets’ reserve was set aside 

in 2016/17 and a further £2M in 2017/18, totalling £4M.  No further funds 
will be added to the reserve for 2018/19 and if the policy is retracted then 
this will be re-directed to fund Council Housing new build activity.  The 

planned maintenance programme has been reduced to fund this reserve. 

14. Welfare reforms continue and present risks for ourselves as a landlord in 

terms of the ability to recover rents from tenants.  There is a bad debt 
provision in place of approximately £1M based on estimations of recovery 

for current and former tenant arrears.  In addition, we are making a £188k 
provision within 2018/19 for a forecast increase in arrears. 

15. Bournemouth became ‘full-service’ for Universal Credit in November 2017 
for some postcodes, whilst the majority of Council stock is located in areas 

which went ‘full service’ in the second phase during January 2018.  New 
Universal Credit claims will arise incrementally as people’s circumstances 

change and they move across from Housing Benefit, so any impact from 
Universal Credit is likely to be gradual.  The full impact of the new regime 
is being monitored, and awareness raising and advice is being offered to all 

tenants to help mitigate any negative impacts. 
 

16. The November 2017 Government Budget Statement confirmed some 
changes to the Universal Credit policy nationally which will help mitigate 

any negative impacts.  The proposed changes will make it easier for us as 
landlords to receive payment directly from tenants, and tenants will be able 

to get their payment much quicker than the original six week wait.  This is 
a very welcome change. 



 

17. Another welfare reform change has recently been retracted, relating to a 

potential Local Housing Allowance (LHA) cap for social housing tenants.  The 
proposal involved those under 35 years of age living in Council Housing only 

being eligible for the private rented sector LHA ‘shared room rate’.  This 
would have meant that many of these tenants would no longer have 

received enough benefits income to afford the one bed property rent levels 
charged for their Council Housing.  This would have had implications for 
rent arrears, homelessness, and potentially the need for the HRA to develop 

some affordable shared housing for those under 35 years of age.  
 

18. The Housing and Planning Act 2016 sets out proposals around the 
mandatory use of fixed term tenancies to help make best use of limited 

housing stock.  Bournemouth Borough Council has been using fixed term 
tenancies for several years now for new general needs tenants although the 

new regulations, once applied, will require some changes.  The full impact 
of the proposed changes are not yet known but are likely to be limited. 
 

19. The Government has been consulting to inform the preparation of a new 

Housing Green Paper for social housing.  Bournemouth Council has been 
involved in some of these early discussions with the Ministry for Housing, 
Communities and Local Government (formerly the Department for 

Communities and Local Government).  The Housing Green Paper has not 
yet been published and will in itself be a consultation paper for comment 

nationally.  Any resulting changes are unlikely for some time although the 
inevitable resulting policy changes will have a budgetary impact of the HRA. 
 

20. The Housing team is carefully following national policy on changes that 

would impact on the HRA.  Early identification of potential changes is 
essential to help mitigate negative impacts on both tenants and us as the 
landlord.  

 
Housing supply and new build 

 

21. The national policy of increasing housing supply across all tenures, beyond 

current levels, is widely accepted.  The priority for increasing housing supply 
is one of five key priorities within Bournemouth’s Refreshed Housing 

Strategy 2017-2020   - 
https://www.bournemouth.gov.uk/Housing/homelessness/homelessness-
strategies-policies-and-performance.aspx. 

 

22. The HRA has a clear role to play in this agenda in terms of building additional 

affordable housing and making use of borrowing capacity in order to do so.  
Bournemouth Borough Council became a Registered Provider with Homes 

England (formerly the Homes and Communities Agency) in 2009 and has 
subsequently built and acquired over 200 new affordable homes into the 

HRA. 
 

23. One of the key priorities for the HRA continues to be the redirection of 

revenue surpluses to fund new build.  Section 106 affordable housing 

contributions and Right to Buy receipts also help fund this activity, alongside 
borrowing.  This activity clearly helps address unmet housing needs but also 
generates a longer term rental income back into the HRA with a surplus 

position often achieved for housing schemes in the very early years. 

https://www.bournemouth.gov.uk/Housing/homelessness/homelessness-strategies-policies-and-performance.aspx
https://www.bournemouth.gov.uk/Housing/homelessness/homelessness-strategies-policies-and-performance.aspx


 

24. The pipeline of new build developments is currently being revisited, based 

on the ambition to increase the scale of new build in subsequent years. 
 

25. The 2018/19 budget involves a capital programme of £6M for new build. 

26. Some of the new development of affordable housing in the HRA is proposed 
to be undertaken on surplus General Fund land and the necessary 

appropriations between the two budgets will be undertaken with input from 
the Section 151 Officer as and when required.  The financial implications of 

any appropriations will affect the budgeted new build capital programme 
accordingly. 

 

27. It is proposed that a total of £1.1M revenue contribution be used in 2018/19 

to fund the new build/acquisition programme. It is important to note that 
the £4M ‘Sale of Vacant High Value Assets’ reserve could be added to this 
contribution if the ‘Vacant High Value Local Authority Housing’ policy is 

retracted by Government.     
  

28. The HRA has a nationally set ‘borrowing cap’ in place and our current 
modelling suggests that the cap will be reached by 2020/21 which will 

effectively mean an inability to fund the building of new homes beyond this 
time. 

 

29. In the Autumn Statement 2017, the Government proposed the ability for 

Councils to bid for additional HRA borrowing capacity from 2019/20.  A total 
of £1 Billion additional borrowing headroom will be available to Councils to 

bid for and those with high affordability issues will get priority.  
Bournemouth Borough Council will be pursuing this opportunity when it 
becomes available. 

 
HRA financial strategy and plan 

 

30. The financial strategy of the HRA continues to be as follows,  

 
- To focus resources on meeting the cost of servicing the HRA’s 

outstanding debt; 
- To ensure that the new government policies are implemented; 
- To ensure that the stock is adequately managed and maintained; 

- To implement an efficiency strategy to ensure that the right 
management and maintenance services are delivered as efficiently 

as possible within the tighter financial climate; and 
- To direct any surplus towards the New Build/Acquisition programme 

to increase stock numbers and meet unmet housing needs.  

 

31. The financial plan sets out how the Council intends to deliver its financial 

strategy and includes separate strategies for revenue, capital, reserves and 
long term borrowing. 

 
a. Revenue Strategy  

 
• That any remaining resources within the HRA be transferred 

as a revenue contribution to the Housing Capital Programme, 

supporting the basic capital costs of planned maintenance 



and assisting in funding HRA new build and acquisitions where 
possible. 

 
 
 

 
b. Capital Strategy 

 
i. Asset holding will be reviewed on an ongoing basis to ensure 

the best use of resources and investments which increase or 

improve the efficiency of HRA asset holding, which includes 
investment in new build/acquisition to provide new affordable 

homes. 
ii. A Disposal Strategy will be agreed if the ‘Vacant High Value 

Local Authority Housing’ policy becomes enacted. 

iii. The reduced Capital Programme will be maintained at the 
same budget level as in 2016/17 including extending the 

replacement cycles.  This will still ensure continued effective 
investment in the current stock, alongside the priorities of 
maintaining the ‘Sale of Vacant High Value Assets’ reserve and 

redirecting further surpluses towards new build/acquisition 
activity. 

iv. Capital expenditure will be used to fund:- 
• appropriate housing improvements and the maintenance 

programme; 

• other essential landlord capital investment; 
• investment in improvements which create future years’ 

revenue efficiencies and 
• investment in new build/acquisition provision. 

 
c. Reserves Strategy 
 

• To secure a minimum general reserve of £1.2M for 2018/19 in 
order to accommodate any adhoc expenditure as well as interest 

rate risk / fluctuations. 
• To maintain the £4M ‘Sale of Vacant High Value Assets’ reserve in 

anticipation of estimated costs for the proposed ‘Vacant High 

Value Local Authority Housing’ policy if enacted. 
 

d. HRA Borrowing Strategy 
 

In order for the HRA to meet and deliver new affordable housing in 

the most cost effective manner the HRA will:- 
 

i. Seek to prudentially borrow up to the HRA Debt Cap of £69M, 
prescribed by the Government  

ii. Ensure that the full cost of borrowing is included within the 

HRA and the 30-year business plan 
iii. Consider overpayment of borrowing where appropriate to 

reduce overall costs and  
iv. Bid for an increase to the HRA Borrowing Cap limit when 

possible and subject to due diligence 

 



32. Councils have had to produce HRA 30 Year Business Plans for many years 

and Bournemouth’s has been subject to both internal and external regular 
scrutiny to ensure that it is robust and fit for purpose. 
 

33. Appendix C shows the statutory HRA revised position for 2017/18 and the 

proposed budget for 2018/19, along with estimates for 2019/20 and 
2020/21 from the information contained within the Business Plan. 

HRA efficiency strategy 

 

34. In light of the unknown impact of many emerging government policies, an 

HRA Efficiency Strategy has been developed to ensure a prudent approach 
to future spend. 

 

35. The HRA Efficiency Strategy is set in the context of reducing HRA income, 

the need to release funding for building additional homes and the need to 
bring closer parity between tenures.  There is growing local and national 

focus on the issues facing the private rented sector in terms of disrepair, 
high rent levels and lack of tenancy security.  This is a priority recognised 

in Bournemouth’s Refreshed Housing Strategy 2017-2020.  The HRA 
Efficiency Strategy sits alongside the Council’s Private Sector Housing work 
and will revisit expenditure priorities to move towards greater parity 

between the two.  
 

36. The Efficiency Strategy looks at opportunities such as savings, cost 

avoidance and income generation. As this work progresses, it will inform 
subsequent changes required to the proposed budget set out here from 

2018/19.  Changes may include reductions in housing management and 
maintenance services. 

 

37. One key change identified within this is the implementation of service 

charges proposed to go live during 2018/19 for current and new tenants.  
Most social housing landlords already charge additional service charges to 

tenants, to recoup the costs of activities such as the cleaning of communal 
areas and grounds maintenance.  The exact policy details are currently 

being developed in consultation with tenants.  As such, the full impact on 
the budget position for 2018/19 is unknown although additional income will 
be recovered through service charges being levied during 2018/19. 

 
Other budget issues 

 

38. An increase in line with the Retail Price Index (RPI) has been assumed for 

most of the budget areas within the HRA.  Staff salary increases are 
assumed to be at 2%. 

 

39. It is recommended that current service charges such as laundry and window 

cleaning increase by 3%, which would be in line with the likely utilities price 
increases and ensures that actual costs will be recovered.  The new service 

charge policy due to be implemented during 2018/19 will replace this.  In 
addition, the rents charged for the guest rooms at the sheltered housing 
schemes will be increased by 3%.  The details of these increases are 

included in Appendix B. 
 



40. Fire safety continues to be a priority for the HRA involving the need to 

provide continued advice to tenants on fire prevention and safety.  There is 
a need to continue making sure fire risk assessments are acted on and 
necessary works carried out to mitigate the impact of a possible fire.  The 

Council is currently required to undertake and fund necessary fire safety 
works to their properties. 

 

41. The Grenfell Tower tragedy is currently the subject of a national Inquiry and 

the implications of this are likely to be significant across the whole housing 
sector.  The recommendations that come out of the Inquiry are likely to 

change the way in which Housing is designed, built and retrofitted.  This 
would have budget implications for the HRA but the impact will be relatively 
limited for Bournemouth because the Council Housing stock does not 

involve any blocks higher than 5 storeys. 
 

42. The majority of garages currently within the HRA are rented to non-Council 
tenants.  As such, these assets will be transferred across to the General 

Fund from 1 April 2018 along with the spending liabilities relating to 
managing and maintaining these assets.  The transfer increases capacity 

within the HRA borrowing cap to help fund additional affordable housing.  
One exception to this transfer are the garage sites which offer 
redevelopment opportunities for new housing in the next few years.  

Unfortunately, many of the garage sites would not get planning permission 
to be redeveloped as housing due to their proximity to Heathland. 

 

43. It is recommended that garage rents increase as per last year by 3%, for 

those transferred across to the General Fund as well as those which remain 
within the HRA.  

 

44. It is vital that the Council’s HRA housing stock continues to meet the wider 

strategic needs of the Council.  As such, a greater proportion of vulnerable 
tenants with complex needs are being accommodated within HRA stock, as 

part of the solution to address rising homelessness. The impact of a 
changing customer base will continue to be monitored carefully due to the 
potential impact on housing management resources and rent arrears. 

 

45. The summary Capital Programme is set out in detail in Appendix D1 and 

Appendix D2.  This capital programme is based on the current HRA 30 Year 
Business Plan and shows that estimated expenditure over the next 3 years 

can be funded from available resources.  The budget shows a relatively 
small deficit of £257k in 2020/21 but it will be reprofiled and efficiencies will 

be realised before then to ensure a balanced budget by that time. 
 

46. Capital maintenance budget funded from the Major Repairs Reserve will 

continue to be kept on a more prudent level, at £7.1M for 2018/19, to allow 

repayment of the HRA debt up to the value of £4.5M and to sustain the new 
build programme.  The balance on the Major Repairs Reserve is set out for 
approval in Appendix D3. 

 

47. The HRA budget for 2018/19 is set out for approval at Appendix C. The main 

changes to the previous year have been highlighted above. 
 



48. Delegated authority continues to be given to the Service Director of Housing 

and Communities, in consultation with the Section 151 Officer and the 
Cabinet Member for Housing, to agree changes to the proposed HRA Budget 
accordingly.  This will be based on the assumption that a balanced budget 

position will be maintained. 
 

49. Changes to spending priorities may be needed but it is expected that the 
principles set out above will still be followed. 

Consultation 
 

50. There is no legal obligation to consult on the annual rent changes.  The rent 
changes noted in this report for 2018/19 are being set by government 

policy.  Consultation on the emerging service charge policy will be 
undertaken as necessary before implementation. 

 
Financial Implications 
 

51. Financial implications are explained within the report. 

 
Legal Implications 
 

52. There are no specific legal implications arising from the recommendations 

within this report. 
 

 Summary of Environmental Impact 

 

53. A number of HRA properties continue to benefit from photovoltaic and solar 

panels that will reduce carbon emissions within Bournemouth.  The ongoing 
maintenance of our existing stock, such as heating replacements and 

insulation, also help to increase the energy efficiency of our existing stock.  
New housing is currently built to high standards of energy efficiency. 

 
Equalities Implications 
 

54. Proposed budgets presented here for 2018/19 onwards will impact on the 

housing management and maintenance service received by the tenants. The 
introduction of service charges during 2018/19 will have a direct impact on 
tenants.  However, the principles of service charges are such that charges 

can only be levied to cover costs incurred by the landlord rather than levying 
charges in order to generate any surpluses.  In addition, many tenants will 

receive welfare benefit income to cover the costs charged to them.  The 
provision of more affordable housing for people in housing need is a key 
contribution to the Council’s Equality and Diversity Strategy. 

 
Risk Management Implications 

 

55. The risk in financing the management and maintenance of the housing stock 

from April 2012 moved from Central Government to Local Government as 
part of the self-financing approach. 

 

56. The risks associated with continued rent reductions remain as follows:- 

 



a. The HRA will be committed in the first instance to the servicing of new 
and existing debt; 

b. Only once debt is serviced (funded), consideration needs to be given to 
the maintenance standard of the properties and then in turn the quality 
of the housing management service including the dedicated anti-social 

behaviour service;  
c. There will be an impact on the quality of the stock maintenance with a 

continuation of reduced maintenance cycles, although investment levels 
are still very acceptable. 

d. There will be more limited funds available for the new build/acquisition 

programme. 
 

56. Income levels could drop as a result of tenant’s financial difficulties in 
paying their rent due to welfare reforms such as Universal Credit as well as 
the wider economic climate impacting on tenants. 

 
57. The risks associated with the proposed ‘Vacant High Value Local Authority 

Housing’ policy could be significant if implemented.  The annual payment 
required for this will be on a formula basis and therefore the risk will sit 
with the HRA to secure the necessary funds for the required payment back 

to Government. 
 

Conclusion 
 

58. The national rent reduction policy will helpfully revert to a CPI plus 1% 

increase from 2020/21, but rent reduction will continue until this time.  
Other national policies are not concluded such as the Vacant High Value 

Local Authority policy which, if implemented, could significantly affect the 
budget going forward. 

 
59. Despite this, the financial strategy continues as with previous years, 

primarily covering debt commitments and housing management/ 

maintenance spending priorities.  Alongside this however, efficiencies will 
be sought to further fund the building of additional homes wherever 

possible. 
 

60. The HRA future budget position is still quite uncertain with risks around 

factors such as welfare reforms.  National policy changes are likely to 
continue, including the emerging Housing Green Paper for social housing.  

These changes will be closely monitored and addressed as required.  
 

61. The HRA housing stock continues to be effectively managed and 

maintained.  It provides a significant contribution for those in housing need 
in Bournemouth. 

 





APPENDIX A

Financial Year 

2017/2018

Financial Year 

2018/2019

52 week 52 week 52 week Change

Basis Basis Change as a %

per week per week per week per week

£ £ £ %

Overall Average Rent 84.77 83.92 -0.85 -1.0%

Examples of Rent Changes

 General Properties

Hamilton Road 1 Bedroom flat 73.72 72.98 -0.74 -1.0%

Belle Vue Road 1 Bedroom flat 74.18 73.43 -0.74 -1.0%

Turbary Park 1 Bedroom flat 79.12 78.33 -0.79 -1.0%

Cunningham Crescent 1 Bedroom flat 105.81 104.75 -1.07 -1.0%

Florence Road 2 Bedroom flat 81.37 80.56 -0.81 -1.0%

Northey Road 2 Bedroom house 89.06 88.17 -0.88 -1.0%

Ripon Road 3 Bedroom house 106.73 105.66 -1.07 -1.0%

Turnbull Lane 3 Bedroom house 156.82 155.25 -1.57 -1.0%

Dolphin Avenue 3 Bedroom bungalow 115.04 113.89 -1.15 -1.0%

Cranleigh Road 4 Bedroom house 110.64 109.54 -1.11 -1.0%

 Sheltered Housing Officer serviced properties

Cornish Gardens Studio flat 63.27 62.64 -0.63 -1.0%

Castle Dene Court 1 Bedroom flat 74.28 73.54 -0.74 -1.0%

Southbourne Road 1 Bedroom flat 75.67 74.91 -0.76 -1.0%

Deacon Gardens Bear Cross 1 Bed Bungalow 84.44 83.59 -0.84 -1.0%

HOUSING REVENUE ACCOUNT

THE RENT CHANGE EFFECT ON TENANTS





APPENDIX B

HOUSING REVENUE ACCOUNT 

SCALE OF OTHER CHARGES

£ per week £ £

1.   Garage Rents

Proposed Charges - Tenants 10.00 3.00% 10.30

Exc VAT With VAT @ 20% Exc VAT With VAT @ 20%

£ £ £ £

   Charges Leaseholders 11.79 3.00% 12.15

   Charges - Non-Tenants 11.79 13.86 3.00% 12.15 14.58

2.   Service Charges

£ £

Laundry 0.67 3.00% 0.70

Scooter charge point 3.57 - 3.85 3.00% 3.68-3.97

Window cleaning 0.56 3.00% 0.58

    52 week basis unless stated

Current - 2017/18

Average Increase / 

(Reduction)

Proposed - 2018/19





APPENDIX C

HOUSING REVENUE ACCOUNT

RESOURCE (STATUTORY) ACCOUNT

BUDGET 2018/19 TO 2020/21

Original Latest Estimated Estimated Estimated
Budget Estimate Budget Budget Budget
2017/18 2017/18 2018/19 2019/20 2020/21
£000's £000's £000's £000's £000's

Income

Dwelling Rents (gross) (22,487) (22,565) (22,105) (21,884) (22,496)

Non-Dwelling Rents (gross) (414) (427) (114) (118) (123)

Charges for Services and facilities* (708) (882) (964) (980) (996)

Contributions towards expenditure* (822) (446) (428) (429) (429)

Feed-in-Tariff (Photovoltaic Scheme) 0 0 0 0 0

Total Income (24,431) (24,320) (23,610) (23,410) (24,044)

Expenditure

Repairs and Maintenance 4,884 4,827 4,991 5,188 5,392

Supervision and Management 7,052 6,479 7,106 7,354 7,610

Rent, rates, taxes and other charges 137 192 192 200 209

Bad or Doubtful debts 118 188 188 198 208

Capital financing costs (debt management costs) 75 75 78 81 84

Depreciation Dwellings 8,595 6,741 7,007 7,357 7,725

Depreciation Non Dwellings 121 122 22 22 22

Photovoltaic (0) 0 0 0 0

Total Expenditure 20,982 18,624 19,584 20,400 21,249

Net Cost of HRA Services (3,449) (5,696) (4,026) (3,010) (2,795)

Capital Charges

 - Capital Interest 3,000 2,806 2,919 2,992 3,082

 - Interest Receivable (54) (30) (30) (30) (30)

Net Operating Expenditure - (Surplus) / Deficit (503) (2,920) (1,137) (48) 257

Appropriations

New Build Programme 800 3,100 1,140 0 0

Revenue contribution to capital 0 0 0 0 0

Transfers to / from the Major Repairs Reserve (depreciation on OLP) (106) 0 0 0 0

(Surplus) / Deficit on the HRA for the Year 191 180 3 (48) 257

Movement on Housing Revenue Account Balances (This excludes the Major Repairs Reserve)

Original Latest Estimated Estimated Estimated
Budget Estimate Budget Budget Budget
2017/18 2017/18 2018/19 2019/20 2020/21
£000's £000's £000's £000's £000's

Balance (surplus) as at 1st April (Brought Forward) (1,412) (1,412) (1,232) (1,229) (1,277)

(Surplus) / Deficit for the Year 191 180 3 (48) 257

Transfer to earmarked reserve 0 0 0 0 0

Balance (surplus) as at 31 March (1,221) (1,232) (1,229) (1,277) (1,020)

Sale of Vacant High Value Local Authority Housing Assets Reserve

Original Latest Estimated Estimated Estimated
Budget Estimate Budget Budget Budget
2017/18 2017/18 2018/19 2019/20 2020/21
£000's £000's £000's £000's £000's

Balance (surplus) as at 1st April (Brought Forward) (2,240) (2,240) (4,240) (4,240) (4,240)

Movement between reserves 0 0 0 0 0

Income to Reserve (2,000) (2,000) 0 0 0

Balance (surplus) as at 31 March (4,240) (4,240) (4,240) (4,240) (4,240)

New Build Reserve

Original Latest Estimated Estimated Estimated
Budget Estimate Budget Budget Budget
2017/18 2017/18 2018/19 2019/20 2020/21
£000's £000's £000's £000's £000's

Balance (surplus) as at 1st April (Brought Forward) (4,816) (5,866) (5,442) (3,170) (1,157)

Income to Reserve (800) (3,100) (1,140) 0 0

Spend during the year 1,684 1,524 3,412 2,013 1,108

Movement between reserves 2,000 2,000 0 0 0

Balance (surplus) as at 31 March (1,932) (5,442) (3,170) (1,157) (49)





APPENDIX D1

Forecast Estimate Estimate Estimate Total HRA

2017/18 2018/19 2019/20 2020/21 Capital Exp

£ £ £ £ £

Basic Planned Maintenance Programme

External Works               200,000 600,000 800,000 800,000 2,400,000

Re-Roofing               250,000 300,000 360,000 400,000 1,310,000

Kitchen Refurbishments               850,000 850,000 850,000 850,000 3,400,000

Bathroom Refurbishments               950,000 900,000 950,000 950,000 3,750,000

Windows               500,000 500,000 500,000 600,000 2,100,000

Boiler replacement               500,000 500,000 500,000 550,000 2,050,000

Communal system                 30,000 30,000 30,000 30,000 120,000

Upgrading of Lifts                 10,000 10,000 10,000 10,000 40,000

Bedroom extensions               200,000 200,000 200,000 200,000 800,000

Fire Precautions/Detectors               600,000 600,000 600,000 600,000 2,400,000

Common Areas               100,000 110,000 100,000 150,000 460,000

Doors                 80,000 300,000 300,000 360,000 1,040,000

Rewiring               100,000 100,000 100,000 100,000 400,000

Facia & Soffit Renewals PVC-u                 50,000 42,000 49,000 70,000 211,000

Hot Water Systems               120,000 120,000 120,000 120,000 480,000

Door Entry Systems                 20,000 20,000 50,000 70,000 160,000

Chimneys                 40,000 40,000 40,000 41,000 161,000

Ventilation Systems                 50,000 50,000 50,000 50,000 200,000

Central Heating                 40,000 40,000 40,000 40,000 160,000

Flat Roof Replacement                 30,000 30,000 30,000 30,000 120,000

Roof Structure                 30,000 30,000 30,000 30,000 120,000

Structural Repairs                 30,000 30,000 30,000 45,000 135,000

External Lighting                 30,000 30,000 30,000 30,000 120,000

Sound Insulation                 15,000 15,000 15,000 15,000 60,000

Estates Inspections                 15,000 15,000 15,000 15,000 60,000

Small Environmental Improvements                  20,000 20,000 20,000 20,000 80,000

Insulation / energy efficiency               100,000 100,000 100,000 100,000 400,000

Environmental improvements                 10,000 10,000 10,000 10,000 40,000

Electric to gas conversions                 50,000 50,000 50,000 50,000 200,000

Right to Buy Administration                 26,000 39,000 39,000 39,000 143,000

Disabled adaptations               750,000 750,000 760,000 750,000 3,010,000

Contingency               350,000 350,000 350,000 350,000 1,400,000

Staff time allocation to capital projects               315,400 319,000 322,000 325,000 1,281,400

Sub-Total 6,461,400          7,100,000 7,450,000 7,800,000 28,811,400

New Build and Acquisition Programme            3,529,300             6,060,000         19,090,000          8,580,000 37,259,300

Sub-Total 3,529,300          6,060,000 19,090,000 8,580,000 37,259,300

Total 9,990,700          13,160,000        26,540,000      16,380,000     66,070,700        

Funding of Capital Programme

Major Repairs Reserve 6,461,400           7,100,000 8,550,000 7,800,000 29,911,400

Prudential Borrowing            1,122,800 673,700 6,460,200 4,668,100 12,924,800

Revenue Contributions                        -   0 0 0 0

New Build Reserve            1,523,990 3,412,300 2,012,800 1,107,900 8,056,990

HCA/S106/Other               348,000 198,000 600,000 230,000 1,376,000

Spendable Capital Receipts               534,510 1,776,000 8,917,000 2,574,000 13,801,510

Total Funding 9,990,700          13,160,000        26,540,000      16,380,000     66,070,700        

Bournemouth Borough Council - Housing Revenue Account

Capital Programme 2017/18 to 2020/21





APPENDIX D2

HOUSING REVENUE ACCOUNT

CAPITAL EXPENDITURE ANALYSIS

BUDGET 2018/19 TO 2020/21

Original Latest Estimated Estimated Estimated

Budget Estimate Budget Budget Budget

2017/18 2017/18 2018/19 2019/20 2020/21

£000's £000's £000's £000's £000's

CAPITAL EXPENDITURE

Disabled adaptations 400 750 750 760 750

Photovoltaic 1,075 0 0 0 0

Right to Buy Administration 26 26 39 39 39

New Build Development 9,993 3,529 6,060 19,090 8,580

Planned Maintenance 5,650 5,685 6,311 6,651 7,011

TOTAL CAPITAL EXPENDITURE 17,144 9,991 13,160 26,540 16,380

CAPITAL FINANCING STATEMENT

Prudential Borrowing 1,075 1,123 674 6,460 4,668

Major Repairs Reserve 6,076 6,461 7,100 8,550 7,800

Revenue Contributions 300 0 0 0 0

New Build Reserve 6,695 1,523 3,412 2,013 1,108

HCA/S106/Other 0 348 198 600 230

Spendable Capital Receipts 2,998 535 1,776 8,917 2,574

TOTAL CAPITAL FINANCING 17,144 9,991 13,160 26,540 16,380





APPENDIX D3

HOUSING REVENUE ACCOUNT

MAJOR REPAIRS RESERVE

BUDGET 2018/19 TO 2020/21

Original Latest Estimated Estimated Estimated

Budget Estimate Budget Budget Budget

2017/18 2017/18 2018/19 2019/20 2020/21

£000's £000's £000's £000's £000's

BALANCE BROUGHT FORWARD 1st APRIL (4,858) (5,412) (1,313) (1,242) (69)

INCOME TO RESERVE

Transfer of equivalent amount to Major Repairs Allowance (8,595) (6,741) (7,007) (7,357) (7,725)

Transfer of equivalent amount to depreciation on Other Land & 

Property
(121) (122) (22) (22) (22)

TOTAL INCOME (8,716) (6,863) (7,029) (7,379) (7,747)

EXPENDITURE TO RESERVE

Capital Expenditure funded from the Major Repairs Reserve 6,461 6,461 7,100 8,550 7,800

6,461 6,461 7,100 8,550 7,800

Transfer to appropriations of the Depreciation on Other Land & 

Property
121 0 0 0 0

          
TOTAL EXPENDITURE 6,583 6,461 7,100 8,550 7,800

BALANCE TO CARRY FORWARD 31st MARCH pre debt repayment (6,991) (5,813) (1,242) (69) (16)

Potential repayment of debt (not reflected in the revenue account) 6,500 4,500 0 0 0

BALANCE TO CARRY FORWARD 31st MARCH (491) (1,313) (1,242) (69) (16)
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Executive summary 

 

The Council is required to set a balanced Budget each year. Annual 
Budget proposals are prepared in the context of medium term 
financial and service planning and further to the Council’s overarching 
Financial Strategy. The purposes of this paper is to; 

1) advise Cabinet of the implications of the provisional Local 
Government Finance Settlement for 2018/19. 

2) advise Cabinet of the work done in developing the transformation 
programme which aims to deliver the savings and efficiencies 
needed by the Council over the three year period to 2021. 

3) advise Cabinet of the progress made since December in 
developing the annual budget for 2018/19 and the key underlying 
assumptions and savings proposals being put forward as part of 
the balanced Budget proposal. 

4) set out for Cabinet consideration and recommendation to Council 
the 2018/19 Budget proposal. 
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To support Members consideration, the following documentation is 
enclosed; 

Appendix 1 Timetable and Budget summaries including assumed 
savings 

Appendix 2 Reserves Strategy 2018 to 2021 

Appendix 3 Capital Programme 2018 to 2021 

Appendix 4 Treasury Management Strategy  

Appendix 5 Equalities Impact Needs Assessment (EINA) 

Appendix 6 Chief Officers’ Pay Policy Statement 

Recommendations Cabinet is recommended to; 

1) Note the implications of the provisional Local Government 
Finance Settlement for 2018/19. 

2) Note the work done in developing the transformation programme 
which aims to deliver the savings and efficiencies needed by the 
Council over the three-year period to 2021. 

3) Note the work undertaken in developing the annual budget for 
2018/19 and the key underlying assumptions and savings 
proposals being put forward as part of the balanced Budget 
proposal. 

4) Note that the Council has only increased Council Tax twice over 
the last seven years since 2010 and has frozen or reduced 
Council Tax on the other five occasions. 

5) Note that even after the proposal set out in this report there will 
have been an 11% real terms reduction in Bournemouth’s 
Council Tax over the period since 2010 (as measured against 
the retail price index). 

2.2 It is recommended that Cabinet recommend to Council: 
6) that they undertake a recorded vote in relation to the following 

items as required by the Local Authorities (Standing Orders) 
(England) (Amendments) Regulations 2014 which came into 
force on the 25 February 2014; 

a) A net budget of £127.4m, resulting in a total Council Tax 
Requirement of £90.3m, is set for 2018/19 based on the 
provisional settlement figures published by Government in 
December 2017. This is based upon: 

i. an increase in Council Tax in 2018/19 by the 3% social care 
precept as well as a 2.99% core increase, meaning an 
overall increase of 5.99%; 

ii. the key assumptions and provisions made in the Budget as 
proposed, set out in paragraph 53; 

iii. the allocations to service areas further to the Budget as 
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proposed and as set out in Appendix 1; 

iv. the use and level of all reserves to be held by the Council 
further to the advice of the Chief Finance Officer as set out 
in paragraphs 76 to 87 and Appendix 2 to this report. 
Specifically, this includes a £450k expenditure in key 
Council priorities; 

v. the Capital Programme as set out in paragraphs 69 to 75 
and Appendix 3; 

vi. Treasury Management Strategy and Prudential Indicators 
as set out in paragraphs 88 to 91 and Appendix 4; 

vii. the Chief Officers’ Pay Policy Statement, as prepared by the 
Joint Service Director Human Resources and 
Organisational Development, for consideration and approval 
by the Council in accordance with the provisions of the 
Localism Act 2011 as set out in paragraphs 93 to 94 and 
Appendix 6; 

viii. That Member’s Allowances for 2018/19 will be considered 
later in the year once the Independent Remuneration Panel 
has submitted its proposals as discussed in paragraphs 95 
to 98; 

b) agree to the transfer between the Schools Block and the High 
Needs Block of the Dedicated Schools Grants as set out in 
paragraphs 56 to 61.  

c) that the Chief Finance Officer provides Council with a schedule 
setting out the rate of Council Tax for each category of dwelling 
subject to the 5.99% increase in Council Tax considered by 
Cabinet for approval by full Council further to Members’ 
consideration of the decision required in respect of (a) above 
and after taking account of the precepts to be levied by the local 
Police and Fire Authorities once these have been determined 
prior to Council on the 22 February 2018. 

7) delegates authority to the Managing Director to enter into the 
agreements necessary to implement the shared service 
arrangements for the Financial Services, Property Management 
and Maintenance function as set out in the report. 

8) acknowledge that the decisions set out in this report will have a 
significant impact on the financial sustainability of a new 
Bournemouth, Christchurch and Poole Unitary Authority should 
the Secretary of State confirm his “minded to” decision. 

Reasons for 
recommendations 

The Council is required to set an annual balanced Budget presenting 
how its financial resources, both income and expenditure, are to be 
allocated and utilised. In setting the budget for 2018/19 it is critical 
that Members recognise their duties to balance this budget in a 
manner which reflects not only their obligation to current taxpayers 
but also reflects their obligations to future taxpayers. 
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The preparation of the annual Budget for 2018/19 and the proposals 
within this report are the result of a collective approach involving 
Cabinet Portfolio Holders, the Executive Team and Service Directors 
working closely together. This work also underpinned the Council’s 
refreshed transformation strategy and its updated MTFP. 

The ability to make informed financial decisions over both the short 
and medium term is critical given the known reductions in 
Government funding.  

Members will clearly need to make tough and difficult choices to 
ensure they can meet their statutory duty to balance and deliver this 
2018/19 budget. These challenging and difficult choices will affect 
everyone within Bournemouth. 

 
Background detail  
National Context  
1. During the past seven years of austerity, protections applied to the National Health 

Service (NHS), schools, international development, defence equipment and more recently 
to defence and the police, have meant public spending reductions have and will continue 
to be felt disproportionately by Local Government. Consequently, there has been no 
national protection in respect of the expenditure incurred by Councils in supporting some 
of the most vulnerable members of our society, be that Looked After Children (LAC) or 
homecare support to the elderly through Adult Social Care Budgets. 

2. 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 to run a healthy economy that starts to pay down the country’s debt.  

3. The spending review established that £18bn of national budgetary consolidation was 
required if the Government were to deliver against this intent with; 

• £12bn to be delivered through further departmental spending reductions. 

• £3bn to be raised through the introduction of an apprenticeship levy. 

• £3bn to be delivered through reforms such as making tax digital and further 
measures to reduce tax avoidance. 

In addition, the Government highlighted that they remain committed to a welfare cap (as 

a portion of Government spending) with the stated intention for it to be met by 2019/20. 

4. The impact of the spending review on Local Government was that the Department for 
Communities and Local Government’s: Departmental Expenditure Limit (DEL) for Local 
Government was yet further reduced from £11.5bn in 2015/16 to £5.4bn in 2019/20. This 
is a reduction of £6.1bn or - 53%.  

5. However, the Government will highlight that they are assuming that overall Local 
Government spending will be higher in cash terms in 2019/20 compared to 2015/16 as 
explained further in Figure 1 below; 
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Figure 1: Local Government Funding amounts as per the 2015 Spending Review 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

*DEL – Departmental Expenditure Limits 

6. This increase in cash spending between 2015/16 and 2019/20 is 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 a New Better Care Fund).  

 

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

7. This spending review firmly set the Government’s strategic approach to increase 
Council Tax as the mechanism for funding local services over the period to at least 
2020. 

8. The position was reaffirmed in the November 2016 Autumn Statement which stated that 
the government remains committed to returning the public finances to balance at the 
earliest possible date. This included continued support for fiscal discipline and a firm 
ongoing commitment to the 2015 Spending Review departmental spending plans. The 
statement also contained a Charter for Budget responsibility with three fiscal rules: 
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1) Annual public sector net borrowing, the structural deficit, should be below 2% of 
Gross Domestic Product (GDP) by 2020/21. 

 

2) Public sector net debt as a share of GDP must be falling in 2020/21. 
 

3) Welfare spending must be within a cap, set by the government by 2021/22, as 
monitored by the Office for Budget Responsibility (OBR).  

 

9. In February 2017 the Government, as part of the Local Government Finance Settlement 
for 2017/18, took the opportunity to implement a number of changes not covered by the 
core settlement that had a direct impact on the Council’s funding envelope. These 
included; 

a) Social Care Precept: The original intent was to allow councils to apply a 2% precept 
in each of the three years over the period to 2019/20, which amounted to a total 
additional 6%. The 2017 settlement changed this profile with councils permitted to 
increase council tax by an additional 3% in both 2017/18 and 2018/19. Bournemouth 
took advantage of this approach in 2017/18 and the planning assumption is that it will 
do likewise in 2018/19. By implications this meant that in 2019/20 we would not be 
able to apply any social care precept. 

 

b) New Homes Bonus (NHB): In a process designed to deliver a £241m saving 
nationally from 2017/18, which was earlier than previously assumed, the Government 
reduced the number of years the bonus scheme is based on to five (from six) and four 
from 2018/19 onwards. The scheme was also changed so that it only rewards the 
growth in homes above a 0.4% baseline per annum. 

 

c) Adult Social Care Support Grant: A new one-off grant for 2017/18 only, which diverts 
the £241m NHB saving to social care authorities using the adult social care relative 
needs formula. 

10. In making these changes the Government considered they were taking steps to help 
protect care services to elderly and vulnerable people. This was not the case in 
Bournemouth. In 2017/18 the extra resources that were generated by the extra social 
care precept (+£0.8m) and the actual extra Adult Social Care Support Grant (+£0.9m) 
were cancelled out by the loss in New Homes Bonus (-£1.7m). This problem was not 
specific to Bournemouth, up to one-third of top tier authorities (those with Adult Social Care 

responsibility) found themselves in the position of the reduction in New Homes Bonus 
being greater than the resources received via the Adult Social Care grant. 

 
National Context - Post Council setting the 2017/18 Budget (February 2017) 

 

11. On 8 March 2017, the Chancellor, Philip Hammond, introduced the first of two budgets 
during 2017, this being the last spring budget. In his introduction, he emphasised the 
need for continual economic stability as the UK begins the formal process of exiting the 
European Union. He also highlighted that the country is still spending more than its 
income, that debt remains too high, productivity too low and that too many families 
continue to feel the squeeze. 

12. As part of this budget the Chancellor took the opportunity to set out that although 
everyone should enjoy security and dignity in old age, the social care system was caring 
for over a million people and consequentially the system was under enormous pressure. 
In response, he allocated £2bn in additional funding to be injected into social care over 
the next three years. 
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13. What was not announced at the time, but slowly emerged since, is that there will be a 
tightly controlled stewardship and monitoring framework around not just these newly 
announced New Better Care Fund resources but also the original Improved Better Care 
Fund resources, announced in 2015, alongside the four year financial settlement. These 
conditions and the hypothecation of taxation to a single local service will impact on the 
previous planning assumptions which underpin the Council MTFP. 
 

14. Following the June 2017 General Election, the Conservative Party, with the backing of the 
Democratic Unionist Party, formed a Government. As part of their manifesto the 
Conservatives had highlighted that there is still work to do on deficit reduction and they 
aimed to restore the public finances over the course of the new parliament. They also 
pledged to continue with the fiscal rules announced by the Chancellor in Autumn 2016 
(see section 8 above) which provides a guide to balancing the budget by the middle of the 
next decade. 

15. The subsequent Queen’s speech to Parliament on 21 June 2017 highlighted three 
specific matters in regard to Local Government Finance; 

a) that plans to introduce a new system of local government finance underpinned by 
100% business rates retention, have been suspended indefinitely. This will create 
greater uncertainty and ambiguity in the financial planning for Council funding post 
2019/20.  

b) that the Government will bring forward proposals for consultation that will set out 
options to improve the social care system and put it on a more sustainable financial 
footing. In all probability, this means that no legislation on this matter will be laid for at 
least two years.  

c) that plans to increase the National Living Wage were announced. This will create a 
further pressure on the Council, particularly due to its impact on the care sector.   

 

National Context: Impact of the provisional 2018/19 Local Government Finance 
Settlement 
16. On 19 December 2017, only a few working days before Christmas, the Secretary of State 

for the then Department for Communities and Local Government (DCLG), Sajid Javid, 
issued the provisional Local Government Finance Settlement for 2018/19. The Council, in 
line with 97% of other local authorities, had previously locked into a four year financial 
settlement from 2016/17 to 2019/20 in return for publishing an Efficiency Plan. 

17. The settlement set out no further additional Government funding to support Adult Social 
Care, no additional funding to support Children's Social Care or Children's Services, and 
no further funding to tackle homelessness issues. There was also no announcement of 
any Government support for the 2% national Local Government pay award or the impact 
of the living wage. 

18. Government did though emphasise that Councils need greater freedom to tackle the 
challenges in their area and greater control of the money they raise. In support of this 
statement they set out their intention to move to a 75% retained business rates model 
from 2020/21. As set out in paragraph 15 proposals to move to a 100% retained business 
rates model were only dropped in the June 2017 Queen’s Speech. The key points 
associated with the proposed 75% approach include; 

• It will be fiscally neutral at a national level 
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• It will continue to be underpinned by the principle of redistribution of resources 
based on need. A consultation of relative needs and resources (Fair Funding Review 
– FFR) was launched alongside the provisional settlement.  
  

• The Government will incorporate additional funding responsibilities including the 
Public Health Grant and where relevant any residual Revenue Support Grant (RSG).  
  

• It will be subject to suitable transitional measures. 

19. Alongside the announcement in respect of business rates the Government recognised the 
strength of feeling around “negative RSG”, which is where the Government consider a 
local authority is over-funded, and make deduction from a Council’s share of business 
rates. The newly titled Ministry of Housing, Communities and Local Government will now 
be looking at fair and affordable options for dealing with negative RSG from 2019/20. This 
approach tends to impact on high taxbase authorities with relatively low assessed need 
such as Dorset County Council (£10.1m) and Poole (£1.4m). If the Government were to 
abolish “negative RSG” then 158 local authorities would gain from the arrangement and it 
would cost £153m nationally. 

20. In addition, the Secretary of State highlighted that he had heard concerns expressed by 
Councils in their responses to a consultation on the New Homes Bonus (NHB) and had 
been persuaded by the importance of continuity and certainty. He therefore does not 
propose to implement changes to link the NHB to the number of successful planning 
appeals or to raise the baseline (currently 0.4%) below which the bonus is not paid. The 
proposal to reduce the length of the bonus payments from five years to four will though 
proceed from April 2018 as will the ability for local authorities to increase planning fees by 
20% where they commit to investing the additional income in their planning service.  

21. Government also recognised the impact that inflation was having on service delivery by 
giving councils the ability to increase their “core” Council Tax requirement in 2018/19 by 
an additional 1% to bring it in line with current levels of inflation (from 1.99% to 2.99%). 
The arrangements for the Adult Social Care precept remain unchanged. This approach 
continues to reflect the Government’s strategic approach adopted in the 2015 Spending 
Review of higher levels of local taxation as the mechanism for funding local services. 

22. The provisional settlement also announced a continuation of the freedom for local 
authorities to use capital receipts from the sale of their own assets to help fund the costs 
of transformation. 

 

Organisational Context 
23. The medium term financial planning process is designed to provide sound financial 

management and control arrangements which are integral to the good governance of the 
Council. Such arrangements help in supporting service delivery, accountable decision 
making and safeguarding stewardship whilst also optimising the use of available 
resources. 

24. This report should be seen in the context of a rolling, evolving process and should be 
read in conjunction with the July, October and December Medium Term Financial Plan 
(MTFP) update reports to Cabinet. 

25. The Medium Term Financial Plan continues to be developed within the context of the 
Council's Corporate Strategy “Ambition 2020 – Building a Better Bournemouth” which 
provides a clear long term vision for a “top performing, efficient Council, leading 
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Bournemouth to greater economic prosperity.” This sets the scene for how the Council 
will organise and focus resources. 

26. Ambition 2020 highlights the Council’s commitment to five key priorities and the priority 
actions that sit beneath them. This strategy reflects the very significant progress that has 
already been made, and the changing needs of Bournemouth’s residents, businesses and 
visitors. These are the activities the Council will continue to focus on, delivering for 
Bournemouth up to 2020. 

27. Building a Better Bournemouth is our commitment to the residents of Bournemouth and 
will require complete organisational support across all areas of service delivery and not 
just in the development of physical infrastructure. Our priorities remain; 

• Developing the Future of Local Government in Bournemouth 

• An Efficient Council 

• An Active Community 

• An Improving Environment 

• A Thriving Economy 

28. Our response to the significant financial challenge we face is summarised by the Ambition 
2020 Corporate Strategy. This is a strategy designed to strengthen the Council’s financial 
standing and to create a leaner, more efficient organisation better able to deliver the 
Council’s priorities, anchored around the key priorities of: 

• Achieving financial and budget stability; 

• Investing in economic regeneration through innovation and more and better housing 
solutions; 

• Establishing a strong strategic approach to the regeneration of Boscombe as a 
thriving part of the wider Bournemouth area; 

• Leading the development of the Seafront Strategy to deliver targeted investment in 
the local economy and the future tourism offer for Bournemouth; 

• Re-shaping the night-time economy through a strategy which complements the 
priorities of residents and the wider tourism area. 

29. Despite the climate of continued austerity, the Council will continue to deliver its strategic 
role in the community, particularly through economic growth and the maintenance of 
valued services. This strategy also recognises that the Government’s aim to put the public 
finances on a sustainable footing. As part of this approach, Bournemouth has been 
presented with a significant financial challenge. Bournemouth’s core funding for local 
services will be reduced to nil by April 2020. 

30. This means that on top of a £49m per annum cut over the last seven years to the 
Council's core funding, there will now be further reductions which will grow to an 
additional £10.5m per annum by 2020/21. These reductions will mean that the Council 
will have lost £60m per annum in annual cash grant from the Government with the final 
£3m forecast to be lost from 2020/21 onwards; far more than the 28% originally set by the 
Government in its Comprehensive Spending Review plans in 2010. 

31. One way of trying to understand the magnitude of the financial challenge is to put these 
further reductions of £10.5m per annum in the context of the amount the Council is 
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spending on providing local services. For the purposes of demonstrating an example only, 
Council net spending on some key services is as follows; 

£2.9m Maintaining Parks 

£2.1m Children’s Centres 

£3.4m Libraries 

£0.9m Street Lighting 

£1.2m Highway Maintenance (including filling potholes) 

£0.3m Museums 

£10.8m Total from these services 
32. Figure 2 below details the total £60m per annum reduction to Bournemouth's core funding 

compared to 2010/11 as part of the Government's austerity programme. This is 
equivalent to £659 per annum less for every household within the borough. 

Figure 2: Cumulative per annum reductions in Bournemouth’s core Government funding 
compared to 2010/11 (Settlement Funding Assessment, Transitional Grant and Education Services 

Grant). Please note the table is in £000’s 

 
 

33. The Council’s finances will therefore remain under immense pressure but not only due to 
the ongoing reductions in government funding. Cost increases through such factors as 
the Living Wage as well as the relentless increase in demand for Council services, 
particularly those related to vulnerable adults and children, will also play a significant role. 
This unprecedented increase in demand for Council services can be partially attributed to 
the 10.3% increase in Bournemouth’s population already experienced over the period of 
austerity, as set out in Figure 3 below; 
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Figure 3: Increase in Bournemouth’s population between 2010 and 2016 

 
 

34. As a result, by 2020 the Council will be completely reliant on the money and other income 
(net of fees, charges and asset purchase strategy income) it raises locally to pay for local 
services, be that Council Tax or the amount of local business rates it is allowed to retain. 
Figure 4 below highlights the anticipated changing pattern of Council funding. 

Figure 4: Changing pattern of Council funding 

 
 

A rough comparison of the 2015/16 to 2019/20 specific Government funding position of 
Bournemouth to that for the whole of Local Government as announced in the 2015 
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Spending Review (as presented in section 8, Figure1) suggest that Bournemouth’s core 
funding has reduced by 88% between 2015 to 2019 compared to the 53% reduction 
announced nationally.     

35. This presents Bournemouth with an unprecedented challenge as not only is Government 
funding being completely removed by April 2020, but both nationally and locally, demand 
and associated costs continues to grow for Council services, particularly those for 
vulnerable older people and vulnerable children. The Council continues to prioritise these 
services as it has a legal duty to safeguard both vulnerable adults and children. Figure 5 
overleaf highlights the combined impact of cost pressures with the complete withdrawal of 
Government core funding. 

Figure 5: Impact of cost pressures and reductions in Government funding 

 
 

36. This loss of funding, coupled with increasing demand for services, means the Council 
must make further savings of approximately £32m over the next three years. This will 
make it even harder to balance the Council’s budget, deliver universal services (such as 

refuse and recycling collections, libraries, parks and open spaces) and meet core duties such 
as protecting vulnerable children and older people. 

37. The action that will be necessary to address the complete removal of Government 
funding, when coupled with the increasing demand and costs associated with Adults’ and 
Children's Services, will continue to see a reprofile of Council spend as set out in Figure 6 
below. 
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Figure 6: Changing pattern of Council spend 

 
 

Financial and Organisational Strategy 

38. The budget continues to be developed within the context of the Council's Corporate 
Strategy “Ambition 2020 – Building a Better Bournemouth” which provides a clear 
long term vision for a “top performing, efficient Council, leading Bournemouth to greater 
economic prosperity.” This sets the scene for how the Council will organise and focus 
resources. 

39. Ambition 2020 highlights the Council’s commitment to five key priorities and the priority 
actions that sit beneath them. This strategy reflects the very significant progress that has 
already been made, and the changing needs of Bournemouth’s residents, businesses and 
visitors. These are the activities the Council will continue to focus on, delivering for 
Bournemouth up to 2020. 

40. Building a Better Bournemouth is our commitment to the residents of Bournemouth and 
will require complete organisational support across all areas of service delivery and not 
just in the development of physical infrastructure. Our priorities remain; 

• Developing the Future of Local Government in Bournemouth 

• An Efficient Council 

• An Active Community 

• An Improving Environment 

• A Thriving Economy 

41. Our response to the significant financial challenge we face is summarised by the Ambition 
2020 Corporate Strategy. This is a strategy designed to strengthen the Council’s financial 
standing and to create a smaller, more efficient organisation better able to deliver the 
Council’s priorities, anchored around the key priorities of: 

• Achieving financial and budget stability; 
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• Investing in economic regeneration through innovation and more and better housing 
solutions; 

• Establishing a strong strategic approach to the regeneration of Boscombe as a 
thriving part of the wider Bournemouth area; 

• Leading the development of the Seafront Strategy to deliver targeted investment in 
the local economy and the future tourism offer for Bournemouth; 

• Re-shaping the night-time economy through a strategy which complements the 
priorities of residents and the wider tourism area. 

42. Having achieved this, it was possible for the Council to move onto the next phase in the 
financial strategy when setting the Budgets for 2015/16 to 2017/18 which was to invest 
significant support and resources towards: 

• Safeguarding priority services; 

• Securing the early delivery of the Council’s strategic housing ambitions; 

• Facilitating growth and investment in the area to support economic development and 
regeneration; 

• Driving forward the Council’s commitment to improving the quality of life in the most 
deprived areas of Bournemouth, in Boscombe and West Howe; 

• Ensuring organisational resilience and efficiency, driving out further savings and 
efficiencies wherever possible; 

• Gaining the best overall value for money and added value, including those from 
existing partnerships with BH Live and the Bournemouth Development Company; 

• Diversifying the revenue base to secure alternative sources of income to better 
support the Budget position in future years. 

43. This approach has been facilitated by; 

• The integrated deployment and planned utilisation of all available Council resources 
spanning the General Fund, Housing Revenue Account, Capital Programme, 
reserves and other assets to support the roll-out over the medium to long term; 

• Ongoing work to support the delivery of the Town Centre Vision and to support future 
economic growth in the sub-region alongside the Dorset Local Enterprise Partnership 
(DLEP); 

• The development of the Council’s commercial aspirations being progressed with the 
establishment and trading of two building maintenance companies, one serving the 
Council the other the external market. In addition, Tricuro, the Dorset Local Authority 
Trading Company providing care services, commenced operation in July 2015. 

• Agreeing, originally to purchase up to 60 properties, and subsequently in September 
2017 to purchase a further 66 properties, to provide much needed homes designed 
to assist the Council to discharge its homelessness duties.   

44. The Council continues to look to the future and the financial strategy has evolved further 
with the focus on the best use of our resources; assets; people; finance, and technology. 
This includes; 
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• Exploring options for the future of Local Government in Dorset. By working with other 
Councils in Dorset to explore such options for the area, the Council is committed to 
working in the long-term interests of residents and businesses. 

• Reviewing the financial and operating policies of the various Dorset Authorities to 
better position the Council in moving to a new configuration and to provide 
consistency in revenue streams. 

• Reviewing and benchmarking of fees and charges between Councils. 

• Approving an enhanced Bournemouth Asset Investment Strategy (BAIS) in July 2017 
which created an Investment Panel to oversee the purchase of income generating 
property assets. 

• Further to the establishment of joint Corporate Services with Poole, agreeing to 
develop a proposal which will consider the feasibility of a single shared officer 
structure for all services between Bournemouth and Poole Councils.  

  

45. At this stage, no adjustment to the strategy has been made to reflect the decision made 
by the Secretary of State for Communities and Local Government, The Rt Hon Sajid Javid 
MP, that he was minded to support the Future Dorset proposal for two new unitary 
councils in Dorset. Regardless of the outcome of the final decision due in early 2018 
Members will be required to set a balanced 2018/19 budget which reflects their 
responsibility to both the current and future taxpayers of Bournemouth. 
 

46. Ensuring ongoing delivery of balanced budgets in the climate of significantly reduced 
Central Government resource allocations requires creative and innovative solutions 
underpinned by strong and effective systems of financial management. The Council will 
continue to support this process through a financial framework which includes; 

 

a) detailing the formal MTFP process as scheduled at Appendix 1. 
 

b) using the Council’s corporate strategy as the starting point for discussions about 
priorities for spending and savings. 
 

c) regular MTFP workshops involving Cabinet Members who will develop proposals in 
liaison with their Administration colleagues. 

   

d) budget consultation for 2018/19, as far as possible with all relevant stakeholders, in 
line with the Council’s established procedures. 

 

e) ongoing scrutiny of the budget process via the Corporate Services Overview and 
Scrutiny Panel. 

 

f) the Council’s Corporate Management Team prioritisation of the work to consider, 
develop and implement proposals outlined in the transformation strategy. 

 

g) making savings as early as possible in the MTFP to improve the Council’s 
sustainability and to increase flexibility and choice in decision making. 

 

h) recognising that the updated MTFP does not take account of any possible impact 
from the possible creation of alternative structures for the delivery of local 
government in Dorset. 

 

i) the ongoing review of the Council’s reserves to establish and determine the extent 
to which resources can be released in support of the three year MTFP and 
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transformation strategy as well as the delivery of the Council’s key priorities and 
ambitions. 
 

47. It is though absolutely clear that to continue to do the best for Bournemouth we have to 
make difficult decisions. Every effort will be made to deliver our priorities and protect local 
services but the scale of savings required will inevitably mean; 

 

• Changes in the way services are delivered (lower cost ways of delivering services). 
 

• Some service reductions 
 

2017/18 In-year position 
48. In-year budget monitoring reports throughout 2017/18 have highlighted the additional 

financial pressures that the Council has faced in a number of areas. A report which 
produces a forecast for the year based on activity between April 2017 and 31 December 
2017 appears as a separate item on the agenda for the February 2018 Cabinet meeting. 

49. Initial monitoring forecasts for the year identified significant additional demand and cost 
pressures in both the Adults’ and Children’s and Environment and Economy Directorates. 
In addition, there is a significant pressure in the High Needs Block (NHB) / Central 
Services Dedicated Schools Grant (DSG) area which has been a result of increased 
demand in the High Needs services coupled with changes to DSG distribution.  

50. Although the High Needs pressure persists there is an action plan in place to remedy 
some of the pressure. Overall, the amount by which the Council has been forecasting to 
exceed its budgeted resources has reduced as a result of the Council’s strong culture of 
financial management which has seen detailed actions and recovery plans leading to 
month on month reductions in potential overspends. 

51. As at the end of December 2017 the Council had a forecast overspend position of £253k 
for 2017/18 but is still working towards an outturn which is in a balanced or better 
position. However there remains an underlying pressure in NHB / DSG area of £4.4m. 

 

Budget 2018/19 and Medium Term Financial Plan 2018 to 2021 
52. The 2018/19 Budget for the Council as summarised in Figure 6 below; 

a) manages a further £4m per annum reduction in annual Government funding to the 
Council. 

b) manages a now total cut of £54m per annum in reduced annual Government 
Funding to the Council since 2010/11. 

c) manages a £1.4m reduction in 2018/19 relating to the reduction of the amount of 
New Homes Bonus the Council will receive.  

d) is based on a Council Tax proposal which is likely to mean that Bournemouth will 
continue to have the second lowest Council Tax in Dorset.  

e) is based on the third increase in Council Tax in eight years, Bournemouth Council 
Tax having been frozen or reduced over the five years between 2011/12 to 2015/16.    

f) is based on a proposal which means there will have been an 11% real term reduction 
in Bournemouth’s Council Tax since 2010, as measured by the Retail Price Index. 
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g) continues to prioritise investment in services to the most vulnerable members of our 
community with an extra £4.4m going into services for Adults and Children despite 
the further annual reduction in Government funding. 

h) continues to protect frontline services insofar as is possible. 

53. The latest summary MTFP is shown in Figure 6 below; 

Figure 7: Budget 2018/19 and MTFP 2018 to 2021 

 

£m £m £m £m
Core Government Funding reductions 4.3 3.5 3.0 10.8
Adult Social Care - Growth 3.5 2.7 2.1 8.3
Pension Fund – Tre-annual revaluation impact 1.0 1.0 1.0 3.0
Pay award 1.4 1.4 1.4 4.2
Environment & Economy pressures 2.0 0.6 0.6 3.2
Children's Services costs (inc SEN Transport) 1.0 0.4 0.3 1.7
Interest Payable 0.6 0.6
Corporate Services 0.5 0.1 0.6
Housing Benefit/Homelessness 0.2 0.2

Total Additional Annual Pressures 14.5 9.7 8.4 32.6
Cumulative Pressures 14.5 24.2 32.6

£m £m £m £m
Council Tax - Increases (5.99% 2018/19, 1.99%, 1.99%) (5.1) (1.8) (1.8) (8.7)
Council Tax – Tax base Increases (1.5) (0.5) (0.5) (2.5)
Council Tax - Surplus Distribution 0.2 0.5 0.7
Business Rates – Surplus Distribution 2.3 (2.3) 0.0
Improved Better Care Fund (5.3) (1.1) 1.3 (5.1)
New Homes Bonus (scheme changes & new properties) 1.4 0.6 0.5 2.5
Adult Social Care – Additional one-off grant 0.9 0.9
Minimum Revenue Provision (MRP) 3.9 0.1 4.0
Movements on commercial income 1.0 1.0
Asset Investment Strategy (0.5) (0.5)
Reserve movements (items funded reserves 2016/17) (1.8) 1.8 0.0
Savings & efficiencies
Adults and Children’s Directorate (3.8) (0.2) (4.0)
Corporate Services Directorate (2.8) (0.2) (0.2) (3.2)
Environment & Economy Directorate (3.4) (1.7) (0.2) (5.3)

Total annual extra resource & savings (14.5) (4.8) (0.9) (20.2)
Cumulative extra resources & savings (14.5) (19.3) (20.2)

Annual – Net Funding Gap 0.0 4.9 7.5
Cumulative MTFP – Net Funding Gap 0.0 4.9 12.4

19/20 20/21

3 year

3 year

Pressures 18/19 19/20 20/21

Additional Resources 18/19
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54. The MTFP as presented is based on the following key high level assumptions; 

a) Government Funding  
 

The MTFP is currently drafted in line with the 4 year financial settlement as set out in the 
Council’s 2016 and 2017 Local Government Finance Settlements. This highlights that the 
Council will lose a further £10.8m per annum in core Government funding over the period 
2018 to 2021. 
The production of an Efficiency Plan in July 2016, as updated in July 2017, has enabled 
the Council to lock down the Revenue Support Grant element of the financial settlement 
so that it is the minimum reduction we will receive.  
 

2019/20 is the end of the current four year local government finance settlement. The 
provisional Local Government Finance Settlement for 2018/19 set out proposals to move 
to a 75% Business Rates Retention model as the means of local authority funding from 
April 2020 onwards. This will be underpinned by an ongoing principle of relative need 
which is why the Government announced a Fair Funding Review (FFR) alongside the 
provisional settlement. 
 

At its crudest this FFR will explore the relationship between three core issues, the volume 
of services needed, the cost of those services and the ability to raise income locally. The 
assumption had previously always been that core government grant funding was 
designed to fill the gap between these three issues. The risk is that Government will 
further design processes which will see even more of the Council’s retained business 
rates redistributed nationally. 
 

b) Council Tax 
The planning assumption is that the Council will increase Council Tax in 2018/19 by the 
3% social care precept as well as a 2.99% core increase in the annual basic threshold 
requirement which means an overall increase of 5.99%. 
 

In 2017 the Government allowed Councils a 6% Social Care precept across the three 
years 2017/18, 2018/19 and 2019/20 provided no more than 3% was applied in any one 
year. Bournemouth applied 3% in 2017/18 with the proposal to apply the remaining 3% in 
2018/19. This will mean that the Social Care precept in 2019/20 should fall to zero. 
    
In addition to the Social Care precept the Council is also permitted to increase Council 
Tax by the Government up to a maximum annual referendum threshold. As part of the 
provisional 2018/19 Local Government Finance Settlement issued in December 2017 the 
Government increased this threshold from 1.99% to 2.99% to reflect higher levels of 
inflation. 
 

The 2018/19 increase will be the third increase in eight years, Bournemouth Council Tax 
having been frozen or reduced over the five years between 2011/12 to 2015/16. 
 

A 5.99% increase will mean there will have been an 11% real term reduction in 
Bournemouth’s Council Tax since 2010, as measured by the November Retail Price 
Index. 
 

For 2020/21 onwards the Council is assuming a social care precept will not be levied in 
line with the advice received from the Department of Communities and Local Government 
in October 2017. 
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Figure 8:  Dorset Councils Band D Council Tax levels (excluding Police and Fire Services levy 

and any Parish precepts) 

 
 

c) Business Rates 

The assumption is that the Council will continue to deliver amounts in excess of those 
assumed by the Government as part of the Council's baseline finance settlement from the 
Government. These amounts have though been reducing more towards the baseline 
based on actual performance over recent years. 
 
This position will be kept under review in light of the announcement in the provisional 
2018/19 Local Government Finance Settlement to move to a 75% Retained Business 
Rates model.  
 

d) New Homes Bonus (NHB) 
NHB is an unringfenced grant paid by Central Government to Councils for increasing the 
number of homes and the number of long term empty properties bought back into use in 
their area. The bonus was previously paid for six years at a rate equivalent to the extra 
Council Tax revenue a property will raise. In line with the 2017/18 local government 
finance settlement the bonus has been reduced to five years from 2017/18 and four years 
from 2018/19. A restriction is now applied which means the Council will not receive any 
bonus on the first 0.4% of any housing growth. 
 
The 2018/19 allocation is £2m in New Homes Bonus which is a decrease of £1.4m when 
compared to 2017/18. The budget for 2019/20 assumes that the NHB will be reduced by 
a further £0.7m. 
 
Current indications from Government suggest that the NHB may be completely removed 
from 2021/22 onwards. 
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e) Adult Social Care investment 
An additional £6.9m (excluding Better Care Fund) will be required in Adult Social Care 
over the next 3 years being a combination of; 
 
a) demographic growth in demand for care packages including those to support the 

urgent and emergency care system as well as preventing delayed discharges from 
hospital. 

 
b) assumptions around specific inflationary pressures within the care market including 

the impact of the new National Living Wage 
 

f) Pay award 
 

In September 2017 the Government announced its intention to move away from the 1% 
per annum public sector pay award policy but with a clear indication that any actual 
increases above this level are unlikely to be funded nationally. Negotiations via the 
National Employers for Local Government Services have proposed to the unions a 2% flat 
rate increase in both 2018/19 and 2019/20. However, increases in the lower spinal 
column points to reflect the National Living Wage increase the local government pay bill 
by 2.7% in 2018/19 and 2.8% in 2019/20.  
 
Within the proposed budget provision has been made for the 2% baseline increase, with 
further provision in certain services where they have a significant staff base on the lower 
spinal column points. Services will continue to be expected to manage the impact of any 
incremental drift in their pay base. 
 

g) Inflationary costs 

Inflation is only provided for in service budgets where it can be demonstrated that it will be 
needed due to either market or contract conditions. Inflation as at December 2017 was 
4.1% as measured by the Retail Price Index (RPI). 
 

h) Assumed savings and efficiencies 
 

In July 2016 Council endorsed a 3 year efficiency plan which was submitted to 
Government as part of the process to protect the Council from any additional cuts over 
and above those already announced for the period to 2020. This document was refreshed 
in July 2017 and included details of how the Council would be transformed over the next 3 
years to deliver the reductions in expenditure or additional income required to deliver a 
more sustainable Council moving forward. 
 
Work on the delivery of the underpinning additional resources savings and efficiency 
strategy continues. At this stage the MTFP includes £20.2m for this programme. There 
are a number of risks associated, not only with these savings, but also the income and 
contributions included in the base budget.  
 

55. The key changes since the December 2017 MTFP Update report are highlighted in Figure 
9 overleaf.  
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Figure 9: Key MTFP changes since December. 

 

2018/19 2019/20 2020/21 Total
£000s £000s £000s £000s

December MTFP Update Report Cabinet 1,457 4,146 7,514 13,117

Environment & Economy
Additional pressures – budget right sizing

£130k waste collection, £165k waste disposal, £100k 

maintenance street lighting & traffic signals 

Adult Social Care
Although the headline figure of 2% is built in there is a a higher 

impact on lower paid staff including contracts for providers of 

ASC

Reserve Strategy
PFI Library contingent rent pressure

Redirect Contingency to cover Pay Award
2% headline figure

Children’s Services – reduced pressure

SEND Transport

Additional Pressures 411 195 20 626

Investment Income
£450k from the removal of the previously assumed asset 

purchase income adjusted by the £42k revised Madeira Road 

Income  

Corporate Services – Revised Savings based on frontloading 

of 20% saving in 2018/19 includes adjustments to Standby and 

Revenue & Benefits

15 168 3 186

Revenue Contributions to Capital
Bring forward £207k of previously assumed 2019/20 adjustment 

into 2018/19

100% Council Tax Premium on Empty Homes

Based on Autumn 2017 Budget announcement

Children’s Services - Additional savings

£50k LAC Placements, £100k services in support schools 

Collection Fund
Further Increase in Council Tax Taxbase less reduction in 

Business Rates Income

Environment & Economy - Additional savings

£750k Car Parking less previously assumed £70k refuse. Big 

Wheel extra £50k Income and now assumed for 2018/19 only 

plus £20k enforcement income

Additional Savings, Efficiencies & Resources (975) 459 (39) (555)

Government Funding Reductions
Housing Benefit Administration Grants, Local Council Tax 

Support Administration Grant additional reductions

New Homes Bonus
Revised profile 

Collection Tax Flexibility
5.99% increase in 2018/19 (additional 1%)

Local Government Finance Settlement (893) 103 (1) (791)

Annual Funding Gap 0 4,903 7,494 12,397
Cumulative Funding Gap 0 4,903 12,397

Revisions to additional pressures

395 395

Revisions to Savings, Efficiencies & Resources

403 5

96 175 271

20 20 20 60

0 0

(100) (100)

408

(50) (50)

(207) 207 0

(150) (150)

(286) (46) (47) (379)

(849) (1) (849)

Provisional 2018/19 Local Government Finance Settlement

59 59

(103) 103 0

(750) 180 (570)
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Dedicated Schools Grant (DSG) 
56. The gross DSG of £119.4 million provides funding for mainstream schools for pre-16 

pupils, private, voluntary and independent nursery providers, a small range of central 
school services (for example, school admissions) and pupils with high needs. High needs 
pupils include those with Special Educational Needs and Disabilities (SEND) up to age 25 
and those educated out of school, for example due to permanent exclusion. Academies 
are funded from the gross DSG allocation but amounts are then recouped by the DfE to 
enable the budget share to be paid by the Education & Skills Funding Agency (ESFA) 
directly.  

57. The DSG is allocated to the Council through four funding blocks in 2018/19, each with its 
own national formula methodology: Early Years, Mainstream Schools, Central School 
Services and High Needs. Distribution to Councils linked to historic allocations has now 
largely ended, with some funding protection mechanisms in place to reflect that 
expenditure patterns once well-established cannot be changed quickly.  

58. Schools Forum is a statutory body of the Council and must be consulted on all DSG 
budget allocations. It also has a range of decision-making powers regarding the budgets 
held centrally (excluding for high needs) and any transfer of funding from the Mainstream 
Schools Block.  

59. The Department for Education (DfE) introduced a national formula for Early Years in 
2017/18 with the same funding levels to the Council applicable for the three years to 
2019/20. The local formula to fund providers over the same period was agreed by Council 
last year. Central retentions and contingencies allowed for early years provision in 
2018/19 were proposed at the same level as last year and agreed by the Schools Forum 
in January 2018.  

60. The National Fair Funding (NFF) formula for the Mainstream Schools Block provided an 
average per pupil funding increase of 4.3% for 2018/19 with a provisional further 2.7% 
increase for 2019/20. The reality is that the total increase to the Schools Block funding will 
be higher than this due to continued growth in school age pupil numbers across 
Bournemouth schools. The national formula for the Central School Services Block 
(CSSB) has seen a 2.5% reduction from 2017/18; however, as the Local Authority is no 
longer an admissions authority, the reduction in central services funding is offset by the 
removal of the necessity to fund an admissions panel. As a result the CSSB provides 
sufficient funding for existing budgets.  

61. The DSG Regulations allow Schools Forum to approve a transfer of Mainstream School 
funding of up to 0.5% in 2018/19. A higher level requires the approval of the DfE. A 
transfer to high needs of 1.2% (£1.08m) was approved by Schools Forum in January 
2018. This was to support unavoidable budget pressures and retain where achievable 
existing central services supporting pupils with high needs in mainstream and special 
schools. This level of transfer is still awaiting approval from the DfE.     

Academies 
62. Academies are independent organisations and their funding and expenditure are not 

contained within the Council’s budget. The national policy drive to convert schools is 
continuing with only four schools in Bournemouth out of 41 being maintained.   
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Maintained Schools 
63. The policy not to retain any proportion of maintained school budget shares for statutory 

services continues for 2018/19. There are now just four maintained schools in 
Bournemouth, one of which is a special school. 

Education & Skills Funding Agency (ESFA) 
64. Funding for mainstream post 16 pupils is provided by the ESFA and is passported directly 

to schools. This budget remains estimated as the ESFA will not provide the detail of 
allocations for maintained schools until the end of March.      

Schools Pupil Premium 
65. The schools pupil premium is provided by the DfE and is passported to schools. It is 

allocated according to the number of pupils eligible for free school meals (FSM) from low 
income criteria, Looked After Children (LAC) or adopted children, and children of forces 
personnel. Bournemouth’s local mainstream formula mirrors as closely as possible the 
transitional National Funding Formula arrangements for 2018/19, and as such LAC 
funding has been removed as a factor. School budgets have been re-baselined to reflect 
the movement of LAC funding from the DSG to the Pupil Premium Grant, which has made 
available £112k to be allocated as a Schools Block contingency fund for 2018/19.  

Shared Services with Poole 
66. In June 2016, both Councils agreed a policy of creating shared corporate support 

services and joining up other services where opportunities arose and where it made 
sense to do so. 

67. Following the decision in 2016 shared officer posts and services have been delivered 
including the shared arrangements for IT, HR, Finance, and Legal and Democratic 
Services which are progressing with new structures to enable savings to be realised from 
April 2018.  

68. As part of this, authority is now sought to enable the finalisation of the Financial Services 
Property Management and Maintenance Team. This agreement will specify that the 
Bournemouth Borough Council will now host this team and deliver the associated 
functions. This is on the basis that Bournemouth Housing Services have significant 
organisational capacity and expertise in this area.  

Capital Strategy Update 
69. The Council’s General Fund budget for the Capital Programme over the period 2017/18 to 

2020/21 encompasses £351m of capital investment in the local community. This does not 
include planned investments to be made from the Housing Revenue Account in new and 
refurbished housing stock totalling £66.1m over the same period.  

70. The General Fund programme is fully funded subject to an underlying need to borrow of 
£299m over the period either through internally borrowing against reserves or applying 
unallocated capital resources and potential future capital receipts. Any remaining balance 
would have to be funded through external borrowing with the Public Works Loan Board 

(PWLB). Schemes which have yet to be allocated funding during the next three years will 
be subject to detailed business cases before progressing through the Executive Gateway 
process. 

71. The Capital Strategy and Corporate Asset Management Plan 2018–2021 (CS CAMP), 
detailed on this Special Cabinet agenda, has been used to develop the Capital 
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Programme. The documents enclosed in the CS CAMP provide further details of the 
Council’s vision for its assets and how they will be used to meet the statutory duties and 
to help deliver the Council’s priorities as set out in the Corporate Plan “Building a Better 
Bournemouth Ambition 2020”. 

72. The Capital Programme sets out the capital aspirations of the Council over the medium 
term and how these will be financed through a combination of government capital grants, 
developer contributions, revenue contributions from the General Fund and borrowing 
approvals. 

73. The updated Capital Programme as proposed for 2018/19 – 2020/21 has been shaped 
through consultation work with Members and Service Directors over the last three years 
to help determine the future capital priorities of the Council. The Programme is extensive 
and details the investment to be made in known schemes planned up to the end of 
2020/21. Further to this, recognition is given within the Programme of the allocations 
made by Government to support local capital investment requirements. The Programme 
currently does not wholly recognise the capital cost of all required maintenance needs of 
Council owned assets, thought to be considerable but currently still under review. 

74. In developing the Capital Programme as part of the Council’s overall Financial Strategy, 
recognition has been made of the unavoidable demands as set out above as well as 
updates, particularly those relating to the Children’s Services Capital Programme in 
respect of additional government grant allocations, scheme savings and any programme 
changes to ensure the Council can meet its statutory duty for additional pupil places. In 
determining the financial strategy associated with the Capital Programme it is proposed 
that the following general principles will apply:  

a use of prudential borrowing may only be made when supported by a business case 
and determined in conjunction with the setting of the Council’s prudential indicators 
approved by the Council in accordance with the prudential code of practice; 

b that no scheme can commence which relies on Government Grant or external funding 
or capital receipts until such time as the Council has complete assurance the funding 
will be received or in the case of capital receipts that they have actually been 
received;  

c a requirement for Children’s Services to manage their capital requirements within 
their forecast resource envelope and using savings, efficiencies and any additional 
government resources to deliver the Children’s Services Capital Strategy. 

75. The proposed Capital Programme 2018/19–2020/21, as updated, is set out in Appendix 3 
for Members approval, including: 

a Appendix 3 which sets out the medium term Capital Programme and Strategy for the 
Council as proposed; 

b Appendix 3 (i) which provides an overall summary of the General Fund Capital 
Programme (excluding the HRA which is separately reported as part of the HRA 
Budget paper included elsewhere on this Special Cabinet agenda); 

c Delegation to the Section 151 Officer for any further re-profiling of the Capital 
Programme within approved resources. 
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Reserves 
76. In setting the budget the S151 officer is required under S25 of the Local Government Act 

2003 to report on the robustness of the budget and the adequacy of reserves 
supporting the budget. The requirement on the S151 officer is to ensure that the budget 
recommended to Council is balanced (i.e. expenditure matches income), is robust and 
therefore deliverable and has an adequate level of reserves. The S151 officer is required 
to ensure that the Council’s approved budget addresses these three issues. The level of 
reserves needed will vary year on year according to circumstances and the adequate 
level of reserves should be informed by a robust risk assessment process. This detail is 
provided in Appendix 2 to this report.  

77. Council holds two main forms of reserves; 

a) Unearmarked Reserves: are set aside to help manage the risk to the Council’s 
financial standing in the event of extraordinary or otherwise unforeseen events and 
to mitigate the underlying operational risk associated with the operation of the 
Council and the management of service expenditure, income and the Council’s 
funding. 

b) Earmarked Reserves: are set aside for specific purposes including those held in 
support of various partnerships, reserves designed to help deliver the challenges in 
the Council’s Medium Term Financial Plan, key major projects of the Council and a 
number of reserves the Council is required to hold in line with statute or its own 
governance requirements. 

78. The Council should also remain mindful that relatively minor changes or shifts in key 
planning assumptions may have a significant impact on the Council’s financial position as 
highlighted in Figure 10 below; 

Figure 10: Council sensitivity to potential changes in assumptions 

 Impact on level of 
net expenditure or 

council tax 
requirement 

£000’s 

Looked after Child (high cost - residential) – per child 265 

Looked after Child (medium cost – independent fostering) –
per child 

57 

Intensive homecare package for a disabled person  61 

Vulnerable Adults (learning disability – residential < 65) 74 

Older person’s supported residential care 31 

Increase in the £4.4m cost of the Concessionary Fare 
Scheme to the Council 

£44k 

per 1% increase 

in journey numbers 
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79. The Chief Financial Officer, in providing advice to Council on the level of reserves 
required to support the budgeted position, has been mindful of both the need to safeguard 
the organisation against the risk of future economic exposure and financial shocks whilst 
also ensuring monies are not held up unnecessarily in reserves.  

80. The Council’s Financial Strategy in previous years successfully delivered a planned and 
steady increase since 2007 in the Council’s reserves position to create the resources 
needed to draw down support into the General Fund revenue position over the period 
starting 2013/14 and following years. This approach was planned to ensure the Council 
was able to respond in a measured and planned way, over time, to increased pressures 
from reduced funding and required transitions arising from short to medium term changes 
in future business requirements without compromising shorter term operational needs. 
This foresight has enabled the Council not only to mitigate and smooth the impact of grant 
reduction but also to continue to invest in activities that benefit the community and offer 
potential for future income opportunities. 

81. It may be worth emphasising that reserves should not be seen in a short term context. 
They should be placed in the context of the long term grant cuts, service pressures and 
service delivery problems that the Council faces. It is, however, legitimate for the Council 
to call on reserves to mitigate short term pressures, smooth out the impact of 
extraordinary one- off demands such as Government Grant reductions, to meet the cost 
of unforeseen events and to enable any necessary structural budget adjustments to be 
implemented in a measured and planned way.  

82. In developing a financial strategy to support the delivery of a balanced budget for 
2018/19, the Chief Financial Officer again undertook a fundamental review of all reserves 
in December 2017. Cabinet endorsed the proposal to change the accounting approach in 
regard to the Library Private Finance Initiative. This approach was consistent with the 
approach being adopted by a number of other local authorities and was recommended in 
a recent informal peer review of the Council’s MTFP by the LGA. Instead of funding future 
contingent rent inflation increases through resources build up in advance, the strategy is 
now that the increases will instead be built into the base MTFP position. Consequentially 
the £2m earmarked reserve has now been moved into the MTFP Revenue Reserve. 

83. Having considered all matters and the known business requirements of the Council in 
2018/19, the Chief Financial Officer is of the view that it is appropriate to set the level of 
Unearmarked Reserves at £8.1m for the 2018/19 budget.  

84. The position will be kept under review throughout the remainder of 2017/18 to ensure the 
in-year position responds and reflects any new or changing risks as they emerge during 
the financial year. 

85. With regard to Earmarked Reserves, it is proposed that the level to be held by the Council 
as at the 31 March 2018 be determined at a total of £18.3m. 

86. The budget as proposed is also premised on the assumption that any changes between 
the provisional 2018/19 Local Government Finance settlement, issued in late December 
2017, and the final settlement due in early February 2018, will be addressed as a 
movement either to or from the MTFP Revenue Contingency Reserve.  

87. In proposing the Reserves Strategy as set out in Appendix 2, the Chief Financial Officer 
has been mindful of the need to; 
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a) Balance both the requirement to safeguard the organisation against the risk of future 
financial exposure whilst also ensuring resources are not held unnecessarily in 
reserves and; 

b) Identify opportunities for the Council to re-direct available resources to support the 
delivery of key Council priorities in 2018/19 and to enable the Council to deliver its 
Financial Strategy for growth and investment in Bournemouth. This includes a further 
£450k of expenditure in key Council priorities during 2018/19. These will be a further 
year’s Road Rescue funding of £250k and expenditure in the Town Centre of £200k 
to enable residents’ priorities to be delivered. 

c) The Road Rescue Fund has continued to bring Bournemouth’s roads up to an 
improved standard through the allocation of significant funding by the Council over 
the past eight years. This is considered to continue to be a top priority for residents 
and the Council and a further £250k will be applied to it in 2018/19. However the 
Local Improvement Fund which has been used to enable Members to deliver smaller 
local priorities has now utilised all available funds. 

d) £200k has again been set aside for Town Centre Enforcement to assist various 
challenges involving anti-social behaviour, vagrancy, rough sleeping, begging and 
related issues. In recognition of the vital work of the rough sleeper team, £70k of the 
£200k for the coming year has specifically been allocated to provide additional 
workers to this team in-line with the policy of the past two years. This is in addition to 
the base budget of £236k per annum making a total commitment of £306k per 
annum.  

Treasury Management Strategy 
88. The Council’s Treasury Management Strategy is subject to regular review and was last 

reported to the Audit & Governance Committee for monitoring and update purposes in 
January 2018. The Council is required to set its prudential indicators in the context of the 
overall Strategy on an annual basis. The Treasury Strategy, Practices and Prudential 
Indicators for 2018/19 are set out in Appendix 4 for approval by Council.  

89. A significant element of the Strategy is the Council’s approach to balancing the risks 
associated with its need to borrow, namely; 

a) Credit Risk: Which is the risk associated with an institution failing and the Council’s 
investment being reduced due to new bank bail-in arrangements. An approach to 
managing this risk is to use internal balances before undertaking external borrowing 
which will also provide a better return for the Council as the cost of borrowing exceeds 
any value the Council could earn on these internal balances.  

b) Interest Rate Risk: This is the exposure to interest rate movements on its borrowing 
and investments. The Council is susceptible to upward movements in long term rates 
given the amount of borrowing still required over the next 5 to 10 years. At this stage 
the Council anticipates long term interest rates remaining low for the foreseeable 
future but has structured a number of trigger points which would require 
reconsideration of such borrowing. 

c) Re-financing Risk: Focuses on managing the exposure to replacing current financial 
instruments (borrowings) as and when they mature. 

d) Liquidity Risk: This aims to ensure the Council has sufficient cash available as and 
when needed. 



28 
 

90. The strategy continues to be significantly influenced by the requirements of a new 
devolved system of council housing (Housing Revenue Account) finance. This includes, 
from April 2016, operating a two pool approach to debt management with the debt of the 
HRA (council house tenant account) and that of the General Fund (council taxpayers account) 
separated. In future, all external debt will be taken out by reference to the relevant pool 
although it should be noted that there will still be flexibility to transfer debt between the 
two if required.  

91. The strategy is also required to set out the Council’s approach to the repayment of debt 
referred to as the minimum revenue provision (MRP). In this regard the Council revised its 
approach during 2017/18 from a 4% reducing balance methodology to that of a 2% 
straight line. The Council retains the option which allows debt repayment over the profile 
set out in any prudential borrowing business case and typically allows for invest to save 
schemes which have lower returns at the start of their proposals. 

Housing Revenue Account (HRA) 
92. A report on the HRA and rent setting is included as a separate item on the agenda for this 

meeting, and should be considered alongside this report to Members in setting the 
Budget for 2018/19. 

Chief Officers’ Pay Policy Statement 
93. Further to the provisions of the Localism Act 2011, the Council is required to publish its 

local Chief Officers’ Pay Policy on an annual basis for consideration by Council before 31 
March each year.  

94. The Council’s Pay Policy has been duly prepared by the Joint Service Director of Human 
Resources and Organisational Development and is attached as Appendix 6 to this report 
to ensure the Council is able to consider it this year in accordance with the statutory 
timetable as prescribed by Government. 

Scheme of Members’ Allowances 
95. The Council is required to adopt an annual scheme of Members’ Allowances as specified 

under the Local Authorities (Members’ Allowances) (England) Regulations 2003. This 
references the following in respect of annual updating “The Scheme will be updated each 
year on 1 April, in line with any amendment to the Employees’ National Salary Award.” 

96. Bournemouth Cabinet Members chose to take a voluntary 5% reduction in their Special 
Responsibility Allowances in July 2010. This cut was then made in their Special 
Responsibility Allowances in agreeing the Budget for 2011/12 and was approved by 
Council.  All other Special Responsibility Allowances were also frozen from that time as 
was the basic allowance drawn by all Councillors. 

97. The scheme for all Members has remained frozen at the reduced level since 
2010/11. 

98. Members’ Allowances for 2018/19 will be considered later in the year once the 
Independent Remuneration Panel has submitted its proposals.  

Consultation 
99. 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 
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they may require consultation. Consideration will also need to be given to the relevant 
period, stakeholder groups and method of consultation.  

Summary of environmental impact 
100. None 

Summary of human resources implications 
101. There are no direct human resource implications of this report. However, the 2018/19 

Budget and longer term MTFP 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 compliment. 

102. Published information for 2018/19 will show variations due to transformation strategy and 
more specifically the £14.5m of savings, efficiencies and additional resources planned for 
2018/19. 

Summary of finance implications 
103. The financing implications of the 2018/19 Budget and MTFP are as set out in the body of 

this report. 

104. In line with the decision of the Bournemouth, Christchurch and Poole (BCP) Joint 
Committee it should be brought to the attention of Members that the decisions outlined in 
this report will have a significant financial impact on a new unitary authority for the 
conurbation should the Secretary of State for Housing, Communities and Local 
Government confirm his “minded to” decision. 

Summary of legal implications  
105. It is the responsibility of Members to ensure the Council sets a balanced budget for the 

forthcoming year. In setting such a budget Members 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 the Council sets a financially sustainable budget which is 
mindful of the long term consequences of any short term decisions. 

106. As part of this final budget paper the Chief Financial Officer is required to make a report 
to the authority which deals with the robustness of the estimates and the adequacy (or 
otherwise) of the Council’s reserves. 

107. The support and leadership of the Council’s Cabinet Members, the Executive Team and 
Service Directors throughout the budget process is essential in achieving a balanced 
position that is owned and shared by all parts of the organisation. The annual budget 
process and tabling of regular update reports on the re-fresh of the MTFP are critical to 
ensuring this is achieved. 

Summary of risk assessment  
108. This report and the actions outlined within it will form part of the mitigation strategy 

associated with the following financial risks identified in the Council’s Strategic Risk 
Register; 

a. Failure to respond to the needs arising from changing demography (Ref: CR01) 
 

b. Failure to respond effectively to changing national policy agenda within the local 
context of the town (Ref: CR02) 
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c. Failure to deliver Council ambitions (Ref: CR03) 
 

d. Failure to protect vulnerable people and all service users from abuse & harm (Ref: 
CR04) 

 

e. Failure to protect staff and service users from injury and harm (Ref: CR05) 
 

f. Inability to respond to a major incident (Ref: CR06) 
 

g. Failure to positively manage the Council’s leadership role in the development of the 
local economy (Ref: CR07) 

 

h. Inadequate Information Governance Arrangements (Ref: CR08) 
 

i. Failure to act positively to help address the causes & impacts of climate change 
(Ref: CR9) 

 

j. Inability to deliver Council statutory services due to insufficient resource funding 
(Ref: CR10) 

 

k. Failure to improve residents’ health & wellbeing and reduce health inequalities (Ref: 
CR11) 

 

l. Inadequate information technology security & cyber risk (Ref: CR12) 
 

m. Failure to deliver major project - Future Dorset (Ref: CR15) 
 

n. Inability to respond or major failure in business continuity arrangements (Ref: CR16) 
 

o. Risk of Unknown Impact of Universal Credit changes and potential to increase 
homelessness – changes in method of delivery of benefits (Ref: CR17) 

Equalities Impact Needs Assessment (EINA) 
109. An EINA has been undertaken in respect of the Budget as proposed 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. 

110. The full EINA is included as Appendix 5 to this report and will be incorporated into the 
detailed Budget book to be published following Council approval of the Budget itself. The 
equality impact of proposals for savings, efficiencies, or additional resources that require 
a significant change in policy or service levels are reviewed as part of the budget process 
for bringing forward such items 
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Background papers 
Report to Council 21 February 2017 – Medium Term Financial Plan (MTFP) 2017 – 2020 & 
Budget 2017/18. 
 

Report to Cabinet 19 July 2017 – Medium Term Financial Plan (MTFP) Update (including updated 

Transformation Plan and Flexible Use of Capital Receipts Strategy) 
 

Report to Cabinet 18 October 2017 – Medium Term Financial Plan (MTFP) Update 
 

Report to Cabinet 13 December 2017 - Medium Term Financial Plan (MTFP) Update 





APPENDIX 1 - Timeline 

MEDIUM TERM FINANCIAL PLAN 
 

TIMELINE 
 

 Date Event Action 
 

21 February 2017 Council 

 Final consideration of MTFP 
2017 to 2020 & 2017/18 
Budget including the Council 
Tax setting report. 

    

 

March 2017 Cabinet 
 January Budget Monitoring 

report. 

    

 

April 2017 Financial Services publish 
 Budget Book including  

detailed revenue and capital 
plans. 

 

April 2017 Cabinet 
 February Budget Monitoring 

report. 

    

 

June 2017 Cabinet 
 Financial Outturn report 

2016/17. 

    

 

July 2017 Cabinet 
 MTFP 2018 to 2021 Update 

report. 

 

July 2017 Cabinet 
 May 2017/18 Budget 

Monitoring report. 

 July 2017 
Corporate Services 
Overview & Scrutiny Panel 

 Scrutiny of May Budget 
monitoring and July MTFP 
Update reports. 
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 Date Event Action 
 

31 August 2017 Service Directors 

 Deadline for the production of 
baseline financial 
assessments of services 
growth and savings plans 
over the next three years to 
support a fundamental 
refresh of the MTFP. 

    

 

September 2017 Cabinet 
 July Budget Monitoring 

report. 

    

 October 2017 Cabinet 
 MTFP 2018 to 2021 Update 

report including outcome of 
July fundamental refresh. 

 October 2017 Cabinet 
 August Budget Monitoring 

report. 

 October 2017 
Corporate Services 
Overview & Scrutiny Panel 

 Scrutiny of July Budget 
monitoring. 

    

 

November 2017 Cabinet 
 Sept (2nd Quarter) Council 

Budget Monitoring report 
2017/18. 

 

November 2017 Chancellor  Autumn Budget Statement. 

    

 December 2017 Cabinet 
 December MTFP 2018 to 

2021 Update report. 

 December 2017 Cabinet 
 October Budget Monitoring 

report. 
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 Date Event Action 
 

December 2017 
Department of 
Communities & Local 
Government 

 Local Government Finance 
Settlement. 

    

 
January 2018 Cabinet 

 November Budget Monitoring 
Report. 

 

January 2018 Council 
 Council Tax – Tax Base 

setting report 2018/19. 

 

January 2018 Delegation 
 Delegated sign off  - NNDR 1 

s151 Officer in conjunction 
with the Leader. 

    

 

February 2018 
Special Corporate 
Services Overview and 
Scrutiny Panel 

 Scrutiny of 2018/19 Budget. 
 

 Scrutiny of the latest in-year 
Budget monitoring report. 

 

February 2018 Cabinet 

 MTFP 2018 to 2021 and 
2018/19 Budget report 
including Council Tax 
2018/19. 
 

 Dec (3rd Quarter) Council 
Budget Monitoring report 
2017/18. 

 

February 2018 Council 

 Final consideration of MTFP 
2018 to 2021 & 2018/19 
Budget including Council Tax 
Setting report. 

    

 
Please note: 
 

a) Timings of Government announcements are subject to confirmation/variation. 
 





Expenditure Income

2017/18 2017/18 2017/18 2018/19 2018/19 2018/19

Gross Gross Net Budget Gross Gross Net Budget

Expenditure Income Expenditure Income

£'000 £'000 £'000 £'000 £'000 £'000

Service Areas

Adult Social Care 73,843 (19,039) 54,804 75,531 (19,389) 56,142

Public Health 7,997 (8,667) (670) 7,884 (8,667) (783)

Children's Social Care 25,543 (1,123) 24,420 25,172 (1,123) 24,049

Children & Young People 32,951 (20,634) 12,317 33,237 (20,634) 12,603

Community Learning & Commissioning 43,345 (30,651) 12,694 43,240 (30,651) 12,589

Development 21,406 (7,895) 13,511 21,566 (8,122) 13,444

Environment 25,769 (19,425) 6,343 26,976 (20,311) 6,664

Housing & Community 23,577 (18,094) 5,483 23,496 (18,580) 4,916

Tourism Services 10,502 (10,181) 322 10,439 (10,594) (154)

Corporate Services 131,021 (127,084) 3,936 128,790 (127,002) 1,787

Cost of Services 395,954 (262,794) 133,160 396,331 (265,074) 131,257

Corporate Income & Expenditure

Interest Payable 762 - 762 1,221 - 1,221

Interest Receivable (inc internal charges) - (1,385) (1,385) - (1,274) (1,274)

Environment Agency & Fisheries Levy 242 - 242 245 - 245

Revenue Contributions to Capital 469 - 469 248 - 248

Minimum Revenue Provision (inc internal charges) - (2,700) (2,700) 3,716 (2,682) 1,034

Rental Income - (1,384) (1,384) - (1,987) (1,987)

Dividends Receivable - (1,012) (1,012) - (100) (100)

Buying extra annual leave - - - - (100) (100)

Housing Benefit/Homelessness - - - 191 - 191

Corporate Pressures 

Additional 1% Pay Award (to be distributed) - - - 700 - 700

Living Wage Impact 30 - 30 56 - 56

Apprentice Levy 300 - 300 300 - 300

Pensions Back Funding 3,683 - 3,683 4,686 - 4,686

Business Rates Appeals funding - - - - (1,778) (1,778)

Government Grants

Education Serices Grant - (433) (433) - - -

New Homes Bonus - (3,484) (3,484) - (2,021) (2,021)

Better Care Fund - (152) (152) - (5,255) (5,255)

Adult Social Care Grant - (888) (888) - - -

Budget Requirement for the year 401,440 (274,232) 127,207 407,693 (280,271) 127,422

Council Tax Income (83,847) (83,847) - (90,337) (90,337)

Revenue Support Grant (11,844) (11,844) - (7,422) (7,422)

Transitional Grant (292) (292) - - -

NNDR Income (31,224) (31,224) 1,413 (32,850) (31,437)

Estimated (Surplus) / Deficit on the Collection 

Fund - Council Tax
(714) (714) - (574) (574)

Estimated (Surplus) / Deficit on the Collection 

Fund - NNDR
714 714 2,348 - 2,348

714 (127,921) (127,207) 3,761 (131,183) (127,422)

GENERAL FUND BUDGET SUMMARY 2018/19

APPENDIX 1(i) 
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BOURNEMOUTH COUNCIL 
 

CABINET 
 

7 February 2018 
 

MEDIUM TERM FINANCIAL PLAN 2018 to 2021 
 

RESERVES & BALANCES 
 
Background  
 

A local authority must decide the level of general reserves it wishes to maintain before it 
can decide the level of the council tax it sets. The purpose of general reserves is to 
manage the risk to the council’s financial standing from the impact of excesses to the 
budget provision and unforeseen events. 
 

In setting the budget the S151 officer is required under S25 of the Local Government 
Act 2003 to report on the robustness of the budget and the adequacy of reserves 
supporting the budget. The requirement on the S151 officer is to ensure that the 
budget recommended to Council is balanced (i.e. expenditure matches income), is 
robust and therefore deliverable and has an adequate level of reserves. The S151 
officer is required to ensure that the Council’s approved budget addresses these three 
issues.  
 

Ultimately, Council will determine the level of reserves and balances formally in setting 
the annual budget. The advice of the Chief Finance Officer must be formally recorded. 

 
Guidelines 
 

There is no set formula for deciding what level of reserves is adequate. Councils are 
free to determine the reserves they hold. Elected members are responsible for ensuring 
that their reserves are appropriate to local circumstances, and are accountable to 
taxpayers for the decisions they make. 
 

It should be stressed that there is no theoretically “correct” level of reserves 
because the issues that affect an authority’s need for reserves will vary over time and 
between authorities. Reserves should not be seen in a short term context. They 
should be placed in the context of the long term grant cuts, service pressures and 
service delivery problems that the Council is exposed to. It is however legitimate for the 
Council to call on reserves to mitigate short term pressures, smooth out the impact of 
extraordinary one-off demands and/or otherwise meet the costs of unforeseen events.  

 
Comparative Information 
 
Attached at Appendix 2(i) is comparative information on Bournemouth’s unearmarked 
reserves against our statistical nearest neighbours based on published financial 
information. The appendix highlights that Bournemouth’s position within the group has 
been relatively around the mean of the comparator group. 
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Chief Financial Officer Advice  
 

Reserves are an essential part of good financial management. They help councils to 
cope with unpredictable financial pressures and plan for their future spending 
commitments. The level, purpose and planned use of reserves are important factors for 
elected members and council officers to consider in developing medium term financial 
plans and setting annual budgets. Having the right level of reserves is incredibly 
important. Where councils hold very low reserves there may be little resilience to 
financial shocks and sustained financial challenges, where reserves are high then 
councils may be holding more than they need.  
 

The Council continues to face some of the most significant financial challenges for a 
generation. These include the complete removal of government’s unringfenced funding 
to the Council, constrained council tax increases, a decline in other sources of income, 
rising costs and growing demand for many services that are all testing council’s 
financial management and resilience.   
 

In advising members on the appropriate level of reserves there is a need to take into 
account the potential financial impact of all strategic, operational and financial risks 
facing the authority, together with the current overall financial standing of the Council. 
The management of reserves has been fundamental to ensuring the Council has a 
sound financial base on which to build going forward.  

 

In developing a financial strategy to support the delivery of a balanced budget for 
2018/19 the Chief Financial Officer undertook a fundamental review of all reserves, 
provisions and contingencies. The results of this process were approved by Cabinet in 
December and included a change in the accounting approach in regards to the Library 
Private Finance Initiative consistent with that being adopted by a number of other local 
authorities and as recommended in a recent informal peer review of the Councils MTFP 
by the LGA. Instead of funding future contingent rent inflation increases through 
resources build up in advance, the strategy is now that the increases will instead be 
built into the base MTFP position. Consequentially £2m of the earmarked reserve has 
been moved into the MTFP Revenue Reserve. 
 

Details of the reserves held by the Council are included at Appendix 2 (ii) to this report. 
This also included a schedule of the Earmarked Reserves that the Council is now 
forecast to hold on the 31 March in each year to 2021. 
 

A summary of the Council's reserve policy is proposed as follows; 
 

a) An annual risk assessment should be undertaken to support the overall level of 
reserves, as set out within Appendix 2(iii). 
 

b) The Financial planning reserve to be merged with the MTFP Revenue Reserve to 
help centralise support for any in year overspends that are not mitigated by in-
year action or fund any one-off items within the Medium Term Financial Plan.  

 

c) In the medium term reserves should be maintained to; - 
 

 support the Council’s aims and objectives. 
 

 create a working balance to cushion the impact of uneven cash flows and avoid 
unnecessary temporary borrowing. 
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 mitigate the underlying operational risk associated with the operation of a 
Council and the management of service expenditure, income and other 
financing items. 

 

 mitigate the risk posed to the Council in terms of the current uncertain 
economic climate. 

 

 Smooth out the impact of Government Grant reductions and enable the 
necessary structural budget adjustments, as underpinned by the required 
business transformations, to be implemented in a measured and planned for 
way. 

 

d) For operational purposes unearmarked reserves should be around £8.1m. This 
represents 3% of turnover based on total Council business of £270m (17/18) and 
provides coverage of just over a week based on daily expenditure. Unearmarked 
reserves to cover operational risks are normally in the range 2% to 5% (5% being 
the previously advised CIPFA benchmark). 

 

e) As part of the Council Budget Monitoring process, the level of reserves and 
balances will be reviewed annually to ensure that these are at an appropriate level 
and in accordance with the policy objectives. 

 

The Chief Financial Officer (CFO) considers the level of reserves as proposed to be 
adequate for the purposes of the 2017/18 Budget. The CFO also considers that in 
respect of the estimates used to prepare the budget that they provide a robust and 
accurate basis upon which to derive such estimates.  





Appendix 2 (i)

Unallocated Reserves as a % of Net Budget (17/18) - South Coast Unitaries
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(A)    General Fund - Earmarked Revenue Reserves

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(29,277) Actual Balance 1 April (23,722) (18,285) (16,093) (15,951)

Estimated programme spend in-year

(forecast of expenditure being drawn down in-year to support programme)

(23,722) Total Earmarked Reserves 31 March – Balance remaining (18,285) (16,093) (15,951) (15,812)

ANNUAL REVIEW OF GENERAL FUND RESERVES - BOURNEMOUTH

5,555

Detail

5,436 2,192 142 139

APPENDIX 2 (ii) - RESERVES   



Below sections show how the 31 March balance in each year can be broken down;

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(1,881) (B) - Reserves held in Partnership with External Organisations (1,158) (1,158) (1,158) (1,158)

(2,847) (C) - Redundancy Reserve (1,528) 0 0 0

(2,123) (D) - Specific Reserves Supporting the MTFP (3,426) (1,399) (1,350) (1,201)

(4,230) (E) - MTFP Revenue Contingency Reserve (4,623) (3,760) (3,770) (3,780)

(2,813) (F) - Insurance Reserves (2,813) (2,813) (2,813) (2,813)

(4,508)
(G) - Reserves required by Statute, Legislation and contract 

arrangements
(970) (856) (753) (753)

(1,279) (H) - Reserves supporting Infrastructure, Repairs and Renewals (843) (663) (663) (663)

(342) (I) - Reserves supporting Council Priorities and Programmes (203) (92) (92) (92)

(20,024) 31 March – Forecast Earmarked Reserve Balance (15,565) (10,741) (10,599) (10,460)

(4,380) (J) - General Fund Capital Reserves (1,553) (1,815) (1,815) (1,815)

682 (K) - Schools Balances - held in delegation (1,168) (3,538) (3,538) (3,538)

(23,722) 31 March – Total Forecast Earmarked Reserve Balance (18,285) (16,093) (15,951) (15,812)

Detail
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(B) - Reserves held in Partnership with External Organisations

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(508) Landlord responsibility for assets leased to BH Live (508) (508) (508) (508)

(225) YOS Partnership (245) (245) (245) (245)

(402) Music and Arts (21) (21) (21) (21)

(6) Bus Service Operators Grant (BSOG) (2) (2) (2) (2)

(198) NCTA unspent grant 0 0 0 0

(40) UKCES unspent grant 0 0 0 0

(501) Bournemouth 2026 Legacy Grant (381) (381) (381) (381)

(1,881) Partnership Reserves (1,158) (1,158) (1,158) (1,158)
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(C) Redundancy Reserve

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(2,847) Redundancy Reserve (1,528) 0 0 0

(D) Specific Reserves Supporting the MTFP 

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(844) Social Care Reserve (844) (844) (844) (844)

(954) Troubled Families Grant & AHDC grant (805) (556) (507) (358)

(326) Business Rates Appeals Reserve (1,778) 0 0 0

(2,123) Specific Reserves Supporting the MTFP (3,426) (1,399) (1,350) (1,201)

These reserves are currently under review in order to support the in year 2017/18 position and any future pressures.

The intention of the reserve is to be used to support the exit costs incurred in transforming the organisation as well as the associated 

redundancy costs.

It should be highlighted that this reserve will be supplemented by up to £1.5m per annum. The Council's approved Flexible Use of Capital 

Receipts Strategy stated that the first £1.5m per annum of any receipts that do become available will be used for this purpose. .
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(E) MTFP Revenue Contingency Reserve

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(2,954) MTFP Revenue Reserve (4,003) (3,580) (3,580) (3,580)

(1,276) Previous Financial Planning Reserve balance (620) (180) (190) (200)

(4,230) MTFP Revenue Reserve (4,623) (3,760) (3,770) (3,780)

(F) Insurance Reserves

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(2,813) Insurance Reserves (2,813) (2,813) (2,813) (2,813)

(2,813) (2,813) (2,813) (2,813) (2,813)

• This reserve is designed to support any in year financial overspends that are not mitigated by in-year action. 

• Future year reductions that have been built in is funding for the proposed programme and project management costs of the LGR

• Increase reflects December 2017 MTFP Update report decision to switch strategy on the PFI reserve and allow £2m to top up this reserve.

This reserve is subject to an ongoing fundamental third party review. Any consequential impact will be included in the final budget report.
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(G) - Reserves required by Statute, Legislation and contract arrangements

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(2,069)
Grants received in advance of spend which accounting guidance 

requires to be held as earmarked reserves
(658) (658) (658) (658)

(2,462)
Private Finance Initiative (associated with Bournemouth Library PFI 

scheme)
(334) (219) (116) (116)

110 Carbon Trust 110 110 110 110

(4,421) (882) (767) (664) (664)

(H) - Reserves supporting Infrastructure, Repairs and Renewals

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(57) ICT Replacement Reserve (57) (57) (57) (57)

(83) CCTV Renewals (97) 0 0 0

(188) Leisure Repairs and Renewal Funds (94) (42) (42) (42)

(117) King’s Park Training Pitches (AFC Bournemouth) (167) (167) (167) (167)

(209) Property Maintenance Reserve (124) (124) (124) (124)

(279) Grave Maintenance (156) (115) (115) (115)

(41) Dorset Care Record (Better Care Fund) (41) (41) (41) (41)

(145) Boscombe Regeneration Reserve (25) (25) (25) (25)

(84) BCHA 43 Hawkwood Road Maintenance (34) (34) (34) (34)

(77) Western Challenge Maintenance Reserve (47) (57) (57) (57)

(1,279) (843) (663) (663) (663)
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(I) - Reserves supporting Council Priorities and Programmes

31/03/17 31/03/18 31/03/19 31/03/20 31/03/21

Closing Forecast Forecast Forecast Forecast

Balance Amount Amount Amount Amount

£000’s £000’s £000’s £000’s £000’s

(116) Workforce Development Reserve (81) 0 0 0

(70) Welfare Hardship Fund (45) (20) (20) (20)

(18) Local Improvement Fund (16) (11) (11) (11)

(7) Mayor Carry Forward 0 0 0 0

(40) Adoption Reform Grant 0 0 0 0

(10) Digital Call Cascade Grant (10) (10) (10) (10)

(81) Individual Electoral Registration Grant (51) (51) (51) (51)

(342) (203) (92) (92) (92)

A Richens

Chief Financial Officer

Bournemouth Council
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Risk Description / Liability Controls in Place Proposed Management  
Actions Impact Likelihood Residual 

Risk Score
Potential 
Impact Weighting Weighted 

Amount

Significant assumptions included in the 2018/19 
base budget of the Council including those in 
respect of the pay award and council tax 
receipts etc.

Robust monthly budget 
monitoring arrangements in 

place

Continued monitoring 
arrangements including quarterly 

reports to Cabinet
3 2 6 £1,000,000 50% £500,000

Unforecast increase in service demand for 
Childrens Social Care.

Robust Medium Term 
Financial Planning process

Financial regulations requirement 
that such costs must normally be 
met within approved resources. 

Impact recognises £1m of 

unbudgeted service pressure based 

on previous years experience.

3 2 6 £1,000,000 50% £500,000

Unforecast increase in service demand for 
Adult Social Care. This includes the significant 

threat to demand for Adult Social care from the 

75% to 80% of clients locally who are self funders 

and do not require financial assistance from the 

Council and the market conditions for such 

services as residential care for older people.

Robust Medium Term 
Financial Planning process

Financial regulations requirement 
that such costs must normally be 
met within approved resources. 

Impact recognises £1.5m of 

unbudgeted service pressure based 

on previous years experience.

4 2 8 £1,500,000 75% £1,125,000

Financial risk exposure in respect of the impact 
of cost and inflationary pressuers on care 
providers in regards to the impact on services 
commission from the care sector. Also various 
risks to the Council's own staff base.

Adult Social Care Budget 
includes provisional sums 

in 2018/19 and robust 
Medium Term Financial 

Planning process in place

Regularly monitor negotations 
and impact as part of continued 

monitoring arrangements 
including quarterly reports to 

Cabinet

2 2 4 £500,000 25% £125,000

Inflation risk. Council only provided for inflation 
where “clear evidence that it will be required due to 

either market conditions or due to contractual 

terms and conditions”.

Generally outside of local 
control. December 2017 - 

CPI 3%, RPI 4.1%.

Monitoring of relevant 
developments and indicators. 
Consider extent to which the 
Council can influence local 

market pressures. Based on circa 

£132m of premises, transport, 

contract payments, agency 

payments, supplies & services and 

a 2% variation. 

4 1 4 £2,640,000 25% £660,000

BOURNEMOUTH BOROUGH COUNCIL

General Unearmarked Reserves - Risk Assessment  2018/19
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Risk Description / Liability Controls in Place Proposed Management  
Actions Impact Likelihood Residual 

Risk Score
Potential 
Impact Weighting Weighted 

Amount

Low level of revenue contribution to capital 
(RCCO), means any costs that fail to meet the 
definition of capital will have a direct impact on 
the revenue account.

Guidance and dialogue with 
Service Units to set out 

when costs can be 
capitalised

Continue dialogue, advise and 
monitoring

2 2 4 £500,000 25% £125,000

Insufficient resources to support necessary 
infrastructure developments. Council currently 
has limited capital resources and a low level of 
annual revenue contributions to capital

Funding only approved 
once necessary resources 

are in place

Continue capital and revenue 
resources allocation processes

3 2 6 £1,000,000 50% £500,000

Lack of a base budget revenue contingency 
prevents the Council providing budgeted 
resources to cover any unplanned for items of 
expenditure

Robust monthly budget 
monitoring arrangements in 

place

Continued monitoring 
arrangements including quarterly 

reports to Cabinet
2 2 4 £500,000 25% £125,000

Insufficient resources to resolve Legal claims 
against the Council. Examples include potential 
claims against the Council by other local 
authorities inresepct of ordinary residence 
cases, claims brought against the council due 
to contractual terms and arrangements, and 
claims as a consequence of the Councils stake 
in third party organisations  .

Statutory and regulatory 
controls, internal 

governance procedures, 
professional advisers.

Continue to monitor any such 
claims and seek approaches 
which limit claims esepcially 

those in respect of their 
backdating.

4 2 8 £1,500,000 75% £1,125,000

Increasing number of Public Sector 
organisations recharging for services that were 
previous provided at no cost. An example 
would be the Health & Safety Executive

Statutory and regulatory 
controls, internal 

governance procedures, 
professional advisers.

Continue to monitor any such 
claims and seek approaches 
which limit claims esepcially 

those in respect of their 
backdating.

2 1 2 £500,000 10% £50,000
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Risk Description / Liability Controls in Place Proposed Management  
Actions Impact Likelihood Residual 

Risk Score
Potential 
Impact Weighting Weighted 

Amount

Increasing Government regulation underpinned 
by the pronicple of fines for no complince. An 
example would be Finance Bill 2017 Off Payroll 
Workers Regulations.

Statutory and regulatory 
controls, internal 

governance procedures, 
professional advisers.

Continue to monitor any such 
claims and seek approaches 
which limit claims esepcially 

those in respect of their 
backdating.

2 1 2 £500,000 10% £50,000

Increasing number of partner and Public Sector 
organisations employing no win no fee advoacy 
to try and improve their financial position to the 
deteriment of the Council.

Statutory and regulatory 
controls, internal 

governance procedures, 
professional advisers.

Continue to monitor any such 
claims and seek approaches 
which limit claims esepcially 

those in respect of their 
backdating.

2 2 4 £500,000 25% £125,000

Additional Government Requirements. From 
proposals such as the Localism Act 2011.

Ongoing review of 
Government policy 

proposals

Continued monitoring of 
Government policy proposals.

2 1 2 £100,000 10% £10,000

Instability to the Council's core funding streams 
due to the potential for variation in the £67m+ of 
business rates collected annually and the risk 
associated with the passported appeals 
system. This includes prescribed timeing 
difference around when items can be credited 
to the accounts. These risks will increase as the 
Government move towards a 100% Business 
Rates retention model.

Monthly in-year monitoring 
process and tracking of 

business closures and start 
ups 

Continual monitoring as 
supported by Audit and 

Governance Committee on a 
periodic basis.

3 2 6 £670,000 50% £335,000

Instability to the Council's Council Tax Base due 
to variations in the number of the Local Council 
Tax Reduction (benefits) scheme claimants and 
the ability of the Government to change welfare 
policy impacting on the amount that can be 
claimed. Caseload has reduced since its 
implementation but this could easily fluctuate 
back the other way in 2018/19.

Monthly in-year monitoring 
of tax base position.

Continue monitoring 
arrangements. Based on risk of a 

5% increase in caseload.
3 2 6 £670,300 50% £335,150
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Risk Description / Liability Controls in Place Proposed Management  
Actions Impact Likelihood Residual 

Risk Score
Potential 
Impact Weighting Weighted 

Amount

Impact of wider Welfare Reform agenda. 
Includes those associated with likely increase in 
demand for Discretionary Housing Payments 
(DHP) in 2018/19 following the benefit cap 
arrangements and the introduction of Universal 
Credit.

Regular monitoring of 
activity by the Revenue & 

Benefits Team within 
Strategic Finance

Concern around the impact and 
consequences for the most 

vulnerable in our community. 
Concern in respect of the impact 
on the Council's housing services 

if landlords do not receive 
payment.

4 2 8 £1,500,000 75% £1,125,000

Reductions in Fees, Charges and Rents 
Income. Risk also reflects the decline in 

individuals personal wealth. 

Monthly monitoring of the 
key areas of fees & charges 

income 

Continued development of 
monitoring arrangements. Cirac 
£40m in fees and charges - Impact 

assumes a 3% variation.

4 2 8 £1,200,000 75% £900,000

Reduction in income from the investment of the 
Council's day to day cash balances and 
reserves 

Robust quarterly financial 
monitoring arrangements in 
place at Cabinet level and 
quarterly review by Audit 

Committee

Continue monitoring 
arrangements. Based on a 

potential 0.25% reduction in 

interest rates (what the markets 

refer to as downside risk).

1 1 1 £60,000 10% £6,000

Savings, efficiencies and additional resources 
assumed within the 2018/19 base budget of 
£14.5m will not be delivered.

Regular monitoring via the 
Cabinet and Management 

Team budget process

Continual monitoring via Budget 
Monitoring Reports and Budget 
Steering Group process. Based 

on an assumed risk associated with 

25% of the savings recognised in 

the base budget.

4 1 4 £3,625,000 25% £906,250
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Risk Description / Liability Controls in Place Proposed Management  
Actions Impact Likelihood Residual 

Risk Score
Potential 
Impact Weighting Weighted 

Amount

The £12.4m of savings and efficiencies and 
additional resources required to balance years 
2 to 3 of the MTFP will become increasingly 
challenging to deliver. Particularly as they 
include Council Tax increases in each year and 
they are after the £14.5m identified for delivery 
to balance the 2018/19 budget.

Robust Medium Term 
Financial Planning process 

including Cabinet / 
Management Team budget 

process

Continue monitoring and 
development of the process. 
Years 2 to 3 savings. Risk 

recognises 25% of the savings 

target

4 2 8 £3,100,000 75% £2,325,000

There is a risk to the Council that it will incur 
higher costs to dispose of recyclate material 
following tigher controls being placed on the 
quality of imports in china

Ongoing discussion with 
waste contractors, the 

market, and Government 
announcements

Finalise discussions with the 
Councils waste contractor

2 4 8 £420,000 75% £315,000

Failure of a Major Contractor

Robust procurement and 
Contract Management 
procedures. Including 

performance bonds and 
parent company 

guarantees

Regular review of contract 
performance and contractor 

financial standing.
2 2 4 £500,000 25% £125,000

Major Incident
Operational procedures 

and planning.
Consider potential to obtain 

national funding.
4 1 4 £1,000,000 25% £250,000

Environmental Issues (Flood Plain) and 
potential costs if sea defences fail

Funding only approved 
once necessary resources 

are in place
Part of Coastal defence strategy 4 1 4 £2,000,000 25% £500,000

TOTAL PROPOSED MINIMUM LEVEL OF BALANCES £26,485,300 £12,142,400

Assessment equates to a required range for un-earmarked reserves of £7.893m to £12.142m

In addition to the assessment of the identified individuals risks the Council also assess the risk against overall total. A risk weighting of approximately 65% would 

assess the minimum to be around £7.893m.
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APPENDIX 2 (iv) 

RESERVES RISK ASSESSMENT 
 

SCORING MATRIX 
 

   LIKELIHOOD 

IM
PA

C
T 

Severe / Catastrophic 

Over £1m 
4 4 (25%) 8 (75%) 12 (100%) 16 (100%) 

Major 

£500k to £1m 
3 3 (10%) 6 (50%) 9 (100%) 12 (100%) 

Moderate 
£100k to £500k 

2 2 (10%) 4 (25%) 6 (50%) 8 (75%) 

Minor 

Below £100k 
1 1 (10%) 2 (10%) 3 (10%) 4 (25%) 

   1 2 3 4 

   Unlikely Possible Likely Very Likely 

    May occur in time but 
very infrequent, perhaps 
once in a lifetime 

 Odds of 100-1 to 1000-1 

 May occur 
occasionally, perhaps 
once every few years 

 Odds of 10-1 to 99-1 

 Likely to occur 
imminently or within 
the next few months 
to a year 

 Odds of 10-1 to Evens 

 Will occur or does 
occur regularly 

 Odds of Evens or 
Absolute Certainty 

 
% relates to the weighting which will be given to the potential impact to determine the reserve provision required. 
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          APPENDIX 3 

BOURNEMOUTH COUNCIL CAPITAL PROGRAMME 
Purpose 
1 To establish a forward capital programme to be approved as part of the 

Council’s Medium-Term Financial Plan (MTFP) and annual Budget in February 
each year. 

2 To ensure that capital allocations are made in the context of the wider MTFP. 

3 To take a planned approach to capital expenditure and capital resources over 
the medium to long term, and the resulting funding gap. 

4 To outline measures for managing the funding gap, allocating scarce resources 
and prioritising capital projects and programmes over time. 

Background 
5 The Council has a portfolio of land, property and other assets to provide the 

many services required across Bournemouth and assist in delivering the 
Corporate Plan’s priorities. With more than 350 property assets these include: 

a Administrative offices such as the Town Hall; 

b Schools and Adult Education centres; 

c Infrastructure such as Highways, footways and bridges; 

d Parks and Open Spaces including the Seafront and coastline; 

e Vehicles, Plant and Equipment 

6 Alongside these properties the Council has responsibility for nearly 6,000 
Council dwellings. Any additions or improvements to these assets can be found 
in the Capital Programme within the Housing Revenue Account (HRA) Budget 
report elsewhere on this agenda.  

7 The Capital Strategy and Corporate Asset Management Plan 2018 – 2021 (CS 
CAMP), elsewhere on this agenda, has been used to develop the capital 
programme. The documents enclosed in CS CAMP provide further details of 
the Council’s vision for its assets and how they will be used to meet the 
statutory duties and to help deliver the Council’s priorities as laid out in the 
corporate plan Building a Better Bournemouth Ambition 2020.  

8 The estimated Capital Programme 2017/18 to 2020/21 is summarised in Table 
1 overleaf. 
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Table 1 – Capital Programme 2017/18 to 2020/21 

 Programmed Expenditure 
2017/18 

Estimate 
2018/19 

Estimate 
2019/20 

Estimate 
2020/21 

Estimate 
Total 

Estimate 

£000's £000's £000's £000's £000's

Adult's & Children Services 7,899 3,556 0 0 11,455
Environment & Economy 
Services 

18,959 18,729 6,194 3,500  47,382

Corporate Services 78,844 145,050 68,250 0 292,144
Total 105,702 167,335 74,444 3,500 350,981

 

9 The major programme areas are listed below but there is the possibility that 
more capital pressures will arise in areas such as Adult Social Care and Fleet 
Management: 

a Expansion of School Places - Demographic pressures require the Council 
to provide more places both in the primary and secondary sectors (£16.1m 
funded by Government Grant is included) 

b Local Transport Plan (£2.7m funded by Government Grant) 

c Strategic Waste Facility (£13.8m funded by Government Grant) 

d Coast Management £55m over 17 years part funded by the Environment 
Agency (£45m); 

e Repairs, maintenance and refurbishment of existing assets. The Council 
has an annual programme for investment in existing assets. It is largely 
administered through the Corporate Asset Management Group (CAMG) 
but there are also other annual commitments to invest in existing assets, 
such as the agreement with BH Live; 

f ICT Infrastructure, Digital Challenge and Adults and Children’s case 
management system and; 

g Seafront Strategy as outlined in Vision Britain’s World Class Seafront. 

10 Further details of the proposed programme can be found in Appendix 3(i). It is 
recommended that this planned programme is approved and any further re-
profiling of the 2017/18 capital programme required are delegated to the 
Section 151 Officer due to the number of schemes and size of the capital 
programme and the likelihood of re-profiling between years. 

11 Included within this Capital Programme is the Asset Investment Strategy to 
generate income through investment in property assets. This investment may 
include the development of Council land, the purchase of land or buildings to 
generate a financial return or support service delivery. Over the 3 years from 
2017/18 to 2019/20 £299m has been included to be funded through prudential 
borrowing. This is shown in Appendix 3 (i). During 2017/18 Council approved 
two specific asset investments out of this allocated funding, one for £49.0m 
which was acquired at the end of September 2017 and one for £15.9m which is 
yet to be completed. The Capital Programme will be updated to reflect any 
further approved investments as they come forward. 
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12 Cabinet on 22 June 2015 approved an indicative programme that would 
purchase 60 properties on the open market, funded in the main from prudential 
borrowing, at a total cost of £11.7 million. Nearly half of this programme (£5.4m) 
was spent in 2016/17 with the remainder of this allocation now profiled in 
2017/18. On 6 September 2017 Cabinet approved an expansion of this 
programme of an additional £18.5m to enhance the quality and capacity of 
Housing within Bournemouth and generate a positive revenue stream for the 
Council. This is shown in Appendix 3.   

13 Following phase 1 of the Wessex Fields Business area to the A338 Wessex 
Way scheme that was funded through the Growth Deal Fund awarded for 
2016/17, additional funds totalling £2.6m over the next 3 years have been 
allocated by the Council to continue this into phase 2 and to enable the 
programme to be delivered in full and at the lowest cost to the Council. 
Construction works are expected to start in 2018/19 and finish in 2020/21. 

14 Programmes such as Integrated Transport Block/Capital Road Maintenance 
(£5m each year from 2017/18) and Disabled Facilities Grant (£0.7m each year) 
which are annually reviewed and largely funded by grant have been included in 
the capital programme and assumed to be totally funded by the grant. As such 
it may be necessary to revise the expenditure amount in line with the confirmed 
funding. 

15 An additional grant of £600k for 2018/19 and £1.4m for 2019/20 has also been 
awarded to the Council from the Department for Transport relating to a 
distribution of funding from the National Productivity Investment Fund and this 
is included within the allocated funding. 

16 A maintenance and improvement budget of £0.7m each year to maintain the 
Council’s assets has been set. The programme of works will prioritise those 
properties that have the most pressing need for maintenance work. 

17 There is no significant reprofiling to be reported that hasn’t already been 
approved by Council at present. This position will be reviewed at outturn and 
will be reported through Executive Gateway Board, Cabinet and Council as 
appropriate. 

18 Further schemes and investment programmes have been identified through a 
Capital Investment Strategy. Some pressures are unavoidable and others are 
based on local aspiration and discretion and are important to the Council’s 
vision and priorities. Funding for these schemes is yet to be identified or in 
some cases where Government grants or other external funding are expected, 
there is no indication of the potential amounts to be received. These are not 
included in the current Capital Programme but more detail can be found in the 
Capital Strategy & Corporate Asset Management Plan 2018-2021 elsewhere on 
this agenda.  

19 The approved Capital Programme also includes an estimated need for 
prudential borrowing of £298.6m, of which £81.9m is estimated to be needed 
for the 2017/18 financial year, compared with a budgeted amount of £82m. The 
majority of the future requirement may or may not come to fruition dependant 
on the Council making asset investment acquisitions which would be dependent 
on robust business cases to evidence the ability of the income streams to repay 
the capital and interest payments required. Capital resources will be applied 
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before the use of revenue resources where possible; however, attention needs 
to be drawn to the conditions of the use of certain capital resources as some 
will have restrictions limiting how they can be utilised.  

20 There are a range of measures to manage the prudential borrowing 
requirement/funding gap. These are outlined below: 

a Prioritisation of capital projects and programmes; Officers have prioritised 
schemes and programmes that Members consider to be the most 
important and contribute to the benefit of the town and its residents. 

b Value engineering of schemes to achieve value for money;  

c Maximise capital receipts through the sale of surplus assets and 
redevelopment of Council assets with partners e.g. Bournemouth 
Development Company;  

d Review of current asset portfolio to assess service delivery is achieved 
through the most efficient use of assets and where assets are deemed in 
excess of service need, either regarding asset value or asset capacity, 
assets can be either sold or utilised for a better fitting service need and 
alternative assets can be reassigned. 

e Maximise other external resources e.g. bid based grants for partnership 
working such as Strategic Waste Facility and Local Sustainable Transport 
Fund and; 

f Use of prudential borrowing subject to affordability (to be considered on a 
case by case basis as this has an impact on the revenue budget) 



Appendix 3 (i) - Capital Programme 2017-2021 - as at 31st December 2017

Planned 
Programme 

2017/18

Planned 
Programme 

2018/19

Planned 
Programme 

2019/20

Planned 
Programme 

2020/21

Total 
Programme

£000s £000s £000s £000s £000s
Adult and Children
Adult Social Care 594                   -                -               -               594                  

New Childrens & Adults Care Management System 1,665                1,650             -               -               3,315               

Children & Young People 52                     -                -               -               52                    

Children's Social Care 109                   -                -               -               109                  

Communities Learning & Commissioning Service 2,209                1,906             -               -               4,115               

St Peter's - Phase 5 1,739                -                -               -               1,739               

Linwood Main Site Feasibility 1,531                -                -               -               1,531               

7,899                3,556             -               -               11,455             

Corporate Services
Strategic Finance 28                     -                -               -               28                    

Customer Services 264                   -                -               -               264                  

Corporate & Commercial 3,112                125,000         60,000         -               188,112           

Asset Investment Acquisitions 67,400              -                -               -               67,400             

St Stephen's Development -                    11,800           -               -               11,800             

Property Company Investments - Temporary accom. 8,040                8,250             8,250           -               24,540             

78,844              145,050         68,250         -               292,144           

Environment & Economy
Housing Landlord & Parks 1,101                37                  -               -               1,138

Housing General Fund 1,252                700                -               -               1,952               

Development 1,440                529                -               -               1,969               

BH Live capital programme 2,183                1,987             -               -               4,170               

Strategic Waste Facility Project -                    6,250             3,050           3,500           12,800             

Millhams CA ~ Drainage improvements 900                   819                -               -               1,719               

Environment 5,343                5,250             2,900           -               13,493             

Bournemouth Beach Management 3,460                3,426             853              -               7,739               

Tourism 1,035                1,367             -               -               2,402               

16,714              20,365           6,803           3,500           47,382             

Total General fund 103,457            168,971         75,053         3,500           350,981           

** Housing Revenue Account 9,990                13,160           26,540         16,380         66,070             

Total Capital Programme 113,447            182,131         101,593       19,880         417,051           

** These figures assume that the Capital Programme for the Housing Revenue Account will be approved in Feb 2018 alongside the Budget 
Report
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Bournemouth Borough Council 
Treasury Management Strategy Statement 2018/19 

Introduction 
Background 
1 The Council defines its treasury management activities as: “The management of 

the local authority’s investments and cash flows, its banking, money market and 
capital market transactions; the effective control of the risks associated with those 
activities; and the pursuit of optimum performance consistent with those risks.” 
Part of the treasury management operation is to ensure that the cash flow is 
adequately planned, with cash being available when it is needed. Surplus monies 
are invested in low risk counterparties or instruments commensurate with the 
Council’s low risk appetite, providing adequate liquidity initially before considering 
investment return. 

2 The second main function of the treasury management service is the funding of 
the Council’s capital plans. These capital plans provide a guide to the borrowing 
need of the Council, essentially the longer term cash flow planning to ensure that 
the Council can meet its capital spending obligations. This management of longer 
term cash may involve arranging long or short term loans, or using longer term 
cash flow surpluses. On occasion any debt previously drawn may be restructured 
to meet Council risk or cost objectives.  

Reporting Requirements 
3 The Council is required to receive and approve, as a minimum, three main reports 

each year, which incorporate a variety of policies, estimates and actuals.  

4 Prudential and treasury indicators and treasury strategy - The first, and most 
important report covers: 

a The capital plans (including prudential indicators); 

b A minimum revenue provision (MRP) policy (how residual capital expenditure 
is charged to revenue over time); 

c The treasury management strategy (how the investments and borrowings 
are to be organised) including treasury indicators; and  

d An investment strategy (the parameters on how investments are to be 
managed). 

5 Quarterly treasury management report – This will update members with the 
progress of the capital position, amending prudential indicators if necessary, and 
whether any policies require revision. The reports will be presented to the Audit 
and Governance Commitee.  

6 An annual treasury management report – This provides details of a selection of 
actual prudential and treasury indicators and actual treasury operations compared 
to the estimates within the strategy. 

7 The above reports are required to be adequately scrutinised before being 
recommended to the Council. This role is undertaken by the Audit and 
Governance Committee. 
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Treasury Management Strategy for 2018/19 
8 The strategy for 2018/19 covers two main areas: 

Capital issues 
 the capital plans and the prudential indicators; 

 the minimum revenue provision (MRP) policy. 

Treasury management issues 
 the current treasury position; 

 treasury indicators which limit the treasury risk and activities of the Council; 

 prospects for interest rates; 

 the borrowing strategy; 

 policy on borrowing in advance of need; 

 debt rescheduling; 

 the investment strategy; 

 creditworthiness policy; and 

 policy on use of external service providers. 

9 These elements cover the requirements of the Local Government Act 2003, the 
CIPFA Prudential Code, CLG MRP Guidance, the CIPFA Treasury Management 
Code and CLG Investment Guidance. 

Training 
10 The CIPFA Code requires the responsible officer to ensure that members with 

responsibility for treasury management receive adequate training in treasury 
management. This especially applies to members responsibe for scrutiny.  
Training provided by Link Asset Services will be organised for members during 
2018/19.  

11 The training needs of treasury management officers are periodically reviewed.  

Treasury management consultants 
12 The Council uses Link Asset Services (previously named Capita), Treasury 

solutions as its external treasury management advisors. 

13 The Council recognises that responsibility for treasury management decisions 
remains with the organisation at all times and will ensure that undue reliance is 
not placed upon our external service providers.  

14 It also recognises that there is value in employing external providers of treasury 
management services in order to acquire access to specialist skills and resources. 
The Council will ensure that the terms of their appointment and the methods by which 
their value will be assessed are properly agreed and documented, and subjected to 
regular review.  
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The Capital Prudential Indicators 2018/19 – 2020/21 
15 The Council’s capital expenditure plans have a key influence over the treasury 

management activity. The capital expenditure plans are reflected in the prudential 
indicators, which are designed to assist members’ in considering the impact and 
risk of this Council’s capital expenditure plans. 

Capital expenditure 
16 This prudential indicator is a summary of the Council’s capital expenditure plans, 

both those agreed previously, and those forming part of this budget cycle. 
Members are asked to approve the capital expenditure forecasts: 

2016/17 2017/18 2018/19 2019/20 2020/21
Capital expenditure Actual Estimate Estimate Estimate Estimate

£'000 £'000 £'000 £'000 £'000

Adult and Children                9,869                7,899                3,566                   146                      - 

Environment and Economy              20,352              18,959              18,729                6,194                3,500 

Corporate Services                7,670              78,843            145,050              68,250                      - 

General Fund Total              37,891            105,701            167,345              74,590                3,500 

HRA              10,976                9,991              13,160              26,540              16,380 

Total              48,867            115,692            180,505            101,130              19,880 
 

17 The tables below and on the following page summarises the above capital 
expenditure plans and how these plans are being financed by capital or revenue 
resources. Any shortfall of resources results in a funding borrowing need.  

General Fund Capital Expenditure  
2016/17 2017/18 2018/19 2019/20 2020/21

Capital expenditure Actual Estimate Estimate Estimate Estimate
£'000 £'000 £'000 £'000 £'000

General Fund Total              37,891            105,701            167,345              74,590                3,500 

Financed by:

Capital receipts 1,855 1,752 901                      -                        - 

Capital grants & Contributions 16,785 14,918 13,146 6,340                3,500 

Other Contributions 1,542 1,302 2,350                      -                        - 

Reserve Contributions 1,360 5,913 2,674                      -                        - 

Internal Borrowing 16,349 81,816 83,274 68,250                      - 

External Borrowing                      -                        -                        -                        -                        - 

Total financing for the year              37,891            105,701            102,345              74,590                3,500  
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HRA Capital Expenditure  
2016/17 2017/18 2018/19 2019/20 2020/21

Capital expenditure Actual Estimate Estimate Estimate Estimate
£'000 £'000 £'000 £'000 £'000

HRA Total              10,976                9,991              13,160              26,540              16,380 

Financed by:

Capital receipts                      -   535 1,776 8,917                2,574 

Capital Grants 320                      -                        -                        -                        - 

Major Repairs Allowance 10,656                6,461                7,100                8,550                7,800 

Other Contributions                      -                     348                   198                   600                   230 

Reserve Contributions                      -   1,524 3,412 2,013                1,108 

Internal Borrowing                      -   1,123 674                6,460                4,668 

Total financing for the year              10,976                9,991              13,160              26,540              16,380  
The Council’s borrowing need (the Capital Financing Requirement) 
18 The second prudential indicator is the Council’s Capital Financing Requirement 

(CFR). The CFR is simply the total historic outstanding capital expenditure which 
has not yet been paid for from either revenue or capital resources. It is essentially 
a measure of the Council’s underlying borrowing need. Any capital expenditure 
above, which has not immediately been paid for, will increase the CFR.  

19 The CFR does not increase indefinitely, as the minimum revenue provision (MRP) 
is a statutory annual revenue charge which broadly reduces the borrowing need in 
line with each assets life. 

20 The CFR includes any other long term liabilities (e.g. PFI schemes, finance 
leases). Whilst these increase the CFR, and therefore the Council’s borrowing 
requirement, these types of scheme include a borrowing facility and so the 
Council is not required to separately borrow for these schemes. 

21 The Council is asked to approve the CFR projections below: 

2016/17 2017/18 2018/19 2019/20 2020/21
Actual Estimate Estimate Estimate Estimate
£'000 £'000 £'000 £'000 £'000

CFR – General Fund            104,791            187,885            265,794            323,659            310,483 

CFR – HRA              68,280              60,236              59,210              65,670              70,338 

Total CFR 173,071            248,121 325,004 389,329 380,821
Movement in CFR 16,348 75,050 76,883 64,325 (8,508)

Net movement in borrowing for the 

year (above)
16,349 82,939 83,948 74,710 4,668

Less MRP/VRP and other

financing movements
(1) (7,889) (7,065) (10,385) (13,176)

Movement in CFR 16,348 75,050 76,883 64,325 (8,508)

Capital Financing Requirement

Movement in CFR represented by
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Minimum Revenue Provision (MRP) policy statement 
22 The Council is required to make a Minimum Revenue Provision (MRP). It is a 

statutory requirement to make a charge to the Council’s General Fund to make 
provision for the repayment of the Council’s past capital debt and other credit 
liabilities. 

23 The scheme of MRP was set out in former regulations 27, 28 and 29 of the Local 
Authorities (Capital Finance and Accounting) (England) Regulations 2003. This 
system was radically revised in 2008 by the Local Authorities (Capital Finance and 
Accounting) (England) (Amendment) Regulations 2008, which shifted the 
emphasis from regulations to guidance. The key principle of the new system and 
accompanying guidance is that an authority’s debt liability should be repaid over a 
similar period to that which the asset associated with the capital expenditure 
provides benefits or, in the case of borrowing supported by RSG, in-line with the 
period implicit in the determination of that grant (i.e. 4% p.a.). Local authorities are 
asked by the Secretary of State “to prepare an annual statement of their policy on 
making MRP for submission to their full Council”. 

24 For capital expenditure incurred before 1 April 2008 or which in the future will be 
Supported Capital Expenditure, the MRP policy will be either:  

 Existing practice - MRP will follow the existing practice outlined in former 
CLG regulations (option 1);  

 Based on CFR – MRP will be based on the CFR (option 2); 

25 These options provide for an approximate 4% reduction in the borrowing need 
(CFR) each year. 

26 From 1 April 2008 for all unsupported borrowing (including PFI and finance 
leases) the MRP policy will be either: 

 Asset life method – MRP will be based on the estimated life of the assets, 
in accordance with the regulations (this option must be applied for any 
expenditure capitalised under a Capitalisation Direction) (option 3); 

 Depreciation method – MRP will follow standard depreciation accounting 
procedures (option 4); 

27 The type of approach intended by the MRP guidance is clearly to enable local 
circumstances and discretion to play a part, as the guidance in general contains a 
set of recommendations rather than representing a prescriptive process. The 
guidance makes it clear that councils can follow an alternative approach, provided 
they still make a prudent provision. 

28 It was agreed by members and Council that the following MRP policy was applied 
from 2016/17 onwards: 

• In respect of all supported borrowing, capital expenditure incurred prior to 
2016/17 (excluding assets acquired under PFI or finance lease 
arrangements) MRP will be provided at a rate of 2% on a straight line 
basis to ensure the balance is fully cleared over the period in line with the 
useful life of the assets the debt services. 

• In respect of all unsupported borrowing, capital expenditure incurred prior 
to 2016/17 (excluding assets acquired under PFI or finance lease 
arrangements) the Council will apply the Asset life method as used in 
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previous years and will apply an average life of 25 years for the 
unsupported borrowing requirement to be repaid over based on historical 
schemes that have required and applied unsupported borrowing. 

• MRP charges from 1 April 2004 to 31 March 2016 exceeded what 
prudence required during the period under this revised policy. There will 
be a realignment of MRP charged to the revenue account in 2016/17 and 
subsequent years to recognise this excess sum. Total MRP after applying 
realignment will not be less than zero in any financial year. 

• In respect of capital expenditure incurred in 2016/17 and subsequent 
financial years MRP will be provided at a rate of 4% on the written down 
balance. 

29 The only proposed change to this policy is that for capital expenditure from 
2017/18 onwards, the 4% write down method will be used for all assets except for 
significant individual schemes exceeding £10m for which the specific asset life will 
be used for MRP purposes. 

30 There is no requirement on the HRA to make a minimum revenue provision but 
there is a requirement for a charge for depreciation to be made (although there 
are transitional arrangements in place). 

31 Repayments included in annual PFI or finance leases are applied as MRP.  

Borrowing 
32 The treasury management function ensures that the Council’s cash is organised in 

accordance with the relevant professional codes, so that sufficient cash is 
available to meet this service activity.  This will involve both the organisation of the 
cash flow and, where capital plans require, the organisation of approporiate 
borrowing facilities.  The strategy covers the relevant treasury / prudential 
indicators, the current and projected debt positions and the annual investment 
strategy. 

Current portfolio position 
33 The Council’s treasury portfolio position at 31 March 2017, with forward 

projections are summarised below. The table shows the actual external debt (the 
treasury management operations), against the underlying capital borrowing need 
(the Capital Financing Requirement - CFR), highlighting any over or under 
borrowing.  

2016/17 2017/18 2018/19 2019/20 2020/21
Actual Estimate Estimate Estimate Estimate
£'000 £'000 £'000 £'000 £'000

Debt at 1 April 85,843              94,016            141,123            219,417            288,694 
Expected change in Debt 8,173 47,107 78,294 69,277 (740)

Other long-term liabilities (OLTL) 10,562              10,083                9,604                9,125                8,646 
Expected change in OLTL (479) (479) (479) (479) (479)

Actual gross debt at 31 March            104,099            150,727            228,542            297,340            296,121 
The Capital Financing
Requirement            173,071            248,121            325,004            389,329            380,821 

Under / (over) borrowing              68,972              97,394              96,462              91,989              84,700 

External Debt

 



7 APPENDIX 4 (i)

 

34 Within the prudential indicators there are a number of key indicators to ensure that 
the Council operates its activities within well defined limits. One of these is that the 
Council needs to ensure that its gross debt does not, except in the short term, exceed 
the total of the CFR in the preceding year plus the estimates of any additional CFR for 
2018/19 and the following two financial years. This allows some flexibility for limited 
early borrowing for future years, but ensures that borrowing is not undertaken for 
revenue purposes.  

35 The Chief Financial Officer reports that the Council complied with this prudential 
indicator in the current year and does not envisage difficulties for the future. This 
view takes into account current commitments, existing plans, and the proposals in 
this budget report.  

Treasury Indicators: limits to borrowing activity 
36 The operational boundar y. This is the limit beyond which external debt is not 

normally expected to exceed. In most cases, this would be a similar figure to the 
CFR, but may be lower or higher depending on the levels of actual debt. 

37 The authorised limit for external debt.  A further key prudential indicator 
represents a control on the maximum level of borrowing. This represents a limit 
beyond which external debt is prohibited, and this limit needs to be set or revised 
by the full Council. It reflects the level of external debt which, while not desired, 
could be afforded in the short term, but is not sustainable in the longer term.  

a This is the statutory limit determined under section 3 (1) of the Local 
Government Act 2003. The Government retains an option to control either 
the total of all Councils’ plans, or those of a specific Council, although this 
power has not yet been exercised. 

b The Council is asked to approve the following authorised limit: 

2017/18 2018/19 2019/20 2020/21
Estimate Estimate Estimate Estimate

£m £m £m £m
Operational boundary                   150                   250                   275                   300 

Authorised limit                   200                   300                   325                   350 
 

c Separately, the Council is also limited to a maximum HRA CFR through the 
HRA self-financing regime. This limit is currently: 

2017/18 2018/19 2019/20 2020/21*
Estimate Estimate Estimate Estimate

£'000 £'000 £'000 £'000
HRA debt cap              69,000              69,000              69,000              69,000 

HRA CFR              60,236              59,210              65,670              70,338 

HRA headroom                8,764                9,790                3,330 (1,338)

HRA Debt Limit 

 
*Following the Autumn Statement announcement Local Authorities will be able to bid for a higher HRA debt cap and we anticipate 
that the cap will be higher by 2020/21. 

Prospects for interest rates 

38 The Council has appointed Link Asset Services as its treasury advisor and part of 
their service is to assist the Council to formulate a view on interest rates. The 
following table gives their view on the base rate and PWLB borrowing costs.  
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Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21
Bank Rate 0.50% 0.50% 0.50% 0.50% 0.75% 0.75% 0.75% 0.75% 1.00% 1.00% 1.00% 1.25% 1.25% 1.25%
5yr PWLB Rate 1.50% 1.60% 1.60% 1.70% 1.80% 1.80% 1.90% 1.90% 2.00% 2.10% 2.10% 2.20% 2.30% 2.30%
10yr PWLB View 2.10% 2.20% 2.30% 2.40% 2.40% 2.50% 2.60% 2.60% 2.70% 2.70% 2.80% 2.90% 2.90% 3.00%
25yr PWLB View 2.80% 2.90% 3.00% 3.00% 3.10% 3.10% 3.20% 3.20% 3.30% 3.40% 3.50% 3.50% 3.60% 3.60%
50yr PWLB Rate 2.50% 2.60% 2.70% 2.80% 2.90% 2.90% 3.00% 3.00% 3.10% 3.20% 3.30% 3.30% 3.40% 3.40%  

39 As expected, the Monetary Policy Committee (MPC) delivered a 0.25% increase 
in Bank Rate at its meeting on 2 November. This removed the emergency cut in 
August 2016 after the EU referendum.  The MPC also gave forward guidance that 
they expected to increase Bank rate only twice more by 0.25% by 2020 to end at 
1.00%. The Link Asset Services forecast as above includes increases in Bank 
Rate of 0.25% in November 2018, November 2019 and August 2020. 

Economic Background 
40 UK.  After the UK surprised on the upside with strong economic growth in 2016, 

growth in 2017 has been disappointingly weak; quarter 1 came in at only +0.2% 
(+2.0% y/y), quarter 2 was +0.3% (+1.7% y/y) and quarter 3 was +0.4% (+1.6% 
y/y).  The main reason for this has been the sharp increase in inflation, caused by 
the devaluation of sterling after the EU referendum, feeding increases in the cost 
of imports into the economy. This has caused, in turn, a reduction in consumer 
disposable income and spending power and so the services sector of the 
economy, accounting for around 80% of GDP, has seen weak growth as 
consumers cut back on their expenditure. However, more recently there have 
been encouraging statistics from the manufacturing sector which is seeing strong 
growth, particularly as a result of increased demand for exports. It has helped that 
growth in the EU, our main trading partner, has improved significantly over the last 
year while robust world growth has also been supportive. However, this sector 
only accounts for around 10% of GDP so expansion in this sector will have a 
much more muted effect on the overall GDP growth figure for the UK economy as 
a whole. 

41 While the Bank of England is expected to give forward guidance to prepare 
financial markets for gradual changes in policy, the Monetary Policy Committee, 
(MPC), meeting of 14 September 2017 managed to shock financial markets and 
forecasters by suddenly switching to a much more aggressive tone in terms of its 
words around warning that Bank Rate will need to rise soon. The Bank of England 
Inflation Reports during 2017 have clearly flagged up that it expected CPI inflation 
to peak at just under 3% in 2017, before falling back to near to its target rate of 
2% in two years’ time. The Bank revised its forecast for the peak to just over 3% 
at the 14 September meeting MPC. (Inflation actually came in at 3.0% in 
September and is expected to rise slightly in the coming months.) This marginal 
revision in the Bank’s forecast can hardly justify why the MPC became so 
aggressive with its wording; rather, the focus was on an emerging view that with 
unemployment having already fallen to only 4.3%, the lowest level since 1975, 
and improvements in productivity being so weak, that the amount of spare 
capacity in the economy was significantly diminishing towards a point at which 
they now needed to take action. In addition, the MPC took a more tolerant view of 
low wage inflation as this now looks like a common factor in nearly all western 
economies as a result of automation and globalisation. However, the Bank was 
also concerned that the withdrawal of the UK from the EU would effectively lead to 
a decrease in such globalisation pressures in the UK, and so this would cause 
additional inflationary pressure over the next few years. 
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42 At its 2 November meeting, the MPC duly delivered a 0.25% increase in Bank 
Rate. It also gave forward guidance that they expected to increase Bank Rate only 
twice more in the next three years to reach 1.0% by 2020. This is, therefore, not 
quite the ‘one and done’ scenario but is, nevertheless, a very relaxed rate of 
increase prediction in Bank Rate in line with previous statements that Bank Rate 
would only go up very gradually and to a limited extent. 

43 However, some forecasters are flagging up that they expect growth to accelerate 
significantly towards the end of 2017 and then into 2018. This view is based 
primarily on the coming fall in inflation, (as the effect of the effective devaluation of 
sterling after the EU referendum drops out of the CPI statistics), which will bring to 
an end the negative impact on consumer spending power. In addition, a strong 
export performance will compensate for weak services sector growth. If this 
scenario was indeed to materialise, then the MPC would be likely to accelerate its 
pace of increases in Bank Rate during 2018 and onwards.  

44 It is also worth noting the contradiction within the Bank of England between action 
in 2016 and in 2017 by two of its committees. After the shock result of the EU 
referendum, the Monetary Policy Committee (MPC) voted in August 2016 for 
emergency action to cut Bank Rate from 0.50% to 0.25%, restarting £70bn of QE 
purchases, and also providing UK banks with £100bn of cheap financing. The aim 
of this was to lower borrowing costs, stimulate demand for borrowing and thereby 
increase expenditure and demand in the economy. The MPC felt this was 
necessary in order to ward off their expectation that there would be a sharp 
slowdown in economic growth.  Instead, the economy grew robustly, although the 
Governor of the Bank of England strongly maintained that this was because the 
MPC took that action. However, other commentators regard this emergency action 
by the MPC as being proven by events to be a mistake.  Then in 2017, we had the 
Financial Policy Committee (FPC) of the Bank of England taking action in June 
and September over its concerns that cheap borrowing rates, and easy availability 
of consumer credit, had resulted in too rapid a rate of growth in consumer 
borrowing and in the size of total borrowing, especially of unsecured borrowing.  It, 
therefore, took punitive action to clamp down on the ability of the main banks to 
extend such credit!  Indeed, a PWC report in October 2017 warned that credit 
card, car and personal loans and student debt will hit the equivalent of an average 
of £12,500 per household by 2020. However, averages belie wide variations in 
levels of debt with much higher exposure being biased towards younger people, 
especially the 25 -34 year old band, reflecting their lower levels of real income and 
asset ownership. 

45 One key area of risk is that consumers may have become used to cheap rates 
since 2008 for borrowing, especially for mortgages. It is a major concern that 
some consumers may have over extended their borrowing and have become 
complacent about interest rates going up after Bank Rate had been unchanged at 
0.50% since March 2009 until falling further to 0.25% in August 2016. This is why 
forward guidance from the Bank of England continues to emphasise slow and 
gradual increases in Bank Rate in the coming years. However, consumer 
borrowing is a particularly vulnerable area in terms of the Monetary Policy 
Committee getting the pace and strength of Bank Rate increases right - without 
causing a sudden shock to consumer demand, confidence and thereby to the 
pace of economic growth. 
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46 Moreover, while there is so much uncertainty around the Brexit negotiations, 
consumer confidence, and business confidence to spend on investing, it is far too 
early to be confident about how the next two to three years will actually pan out. 

47 EU. Economic growth in the EU, (the UK’s biggest trading partner), had been lack 
lustre for several years after the financial crisis despite the ECB eventually cutting 
its main rate to -0.4% and embarking on a massive programme of QE.  However, 
growth picked up in 2016 and has now gathered substantial strength and 
momentum thanks to this stimulus.  GDP growth was 0.5% in quarter 1 (2.0% y/y), 
0.6% in quarter 2 (2.3% y/y) and +0.6% in quarter 3 (2.5% y/y).  However, despite 
providing massive monetary stimulus, the European Central Bank is still struggling 
to get inflation up to its 2% target and in October inflation was 1.4%. It is therefore 
unlikely to start on an upswing in rates until possibly 2019. It has, however, 
announced that it will slow down its monthly QE purchases of debt from €60bn to 
€30bn from January 2018 and continue to at least September 2018. 

48 USA. Growth in the American economy was notably erratic and volatile in 2015 
and 2016.  2017 is following that path again with quarter 1 coming in at only 1.2% 
but quarter 2 rebounding to 3.1% and quarter 3 coming in at 3.0%.  
Unemployment in the US has also fallen to the lowest level for many years, 
reaching 4.2%, while wage inflation pressures, and inflationary pressures in 
general, have been building. The Fed has started on a gradual upswing in rates 
with four increases in all and three increases since December 2016; and there 
could be one more rate rise in 2017, which would then lift the central rate to 1.25 – 
1.50%. There could then be another four increases in 2018. At its September 
meeting, the Fed said it would start in October to gradually unwind its $4.5 trillion 
balance sheet holdings of bonds and mortgage backed securities by reducing its 
reinvestment of maturing holdings. 

49 CHINA. Economic growth has been weakening over successive years, despite 
repeated rounds of central bank stimulus; medium term risks are increasing. Major 
progress still needs to be made to eliminate excess industrial capacity and the 
stock of unsold property, and to address the level of non-performing loans in the 
banking and credit systems. 

Borrowing strategy  
50 The Council is currently maintaining an under-borrowed position. This means that 

the capital borrowing need (the Capital Financing Requirement), has not been 
fully funded with loan debt as cash supporting the Council’s reserves, balances 
and cash flow have been used as a temporary measure. This strategy is prudent 
as investment returns are low and counterparty risk is relatively high. 

51 The Chief Financial Officer has the delegated responsibility to arrange such loans 
as are legally permitted to meet the Council’s borrowing requirement and to 
arrange terms of all loans to the Council including amounts, periods and rates of 
interest.  

52 Against this background and the risks within the economic forecast, caution will be 
adopted with the 2018/19 treasury operations. The Chief Financial Officer will 
monitor interest rates in financial markets and adopt a pragmatic approach to 
changing circumstances: 

a If it was felt that there was a significant risk of a sharp FALL in long and short 
term rates (e.g. due to a marked increase of risks around relapse into 
recession or of risks of deflation), then long term borrowings will be 
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postponed, and potential rescheduling from fixed rate funding into short term 
borrowing will be considered. 

b If it was felt that there was a significant risk of a much sharper RISE in long 
and short term rates than that currently forecast, perhaps arising from an 
acceleration in the rate of increase in central rates in the USA and UK, an 
increase in world economic activity or a sudden increase in inflation risks, 
then the portfolio position will be re-appraised. Most likely, fixed rate funding 
will be drawn whilst interest rates are lower than they are projected to be in 
the next few years. 

c Any decisions will be reported to Audit and Governance Commitee at the 
next available opportunity. 

Treasury Management Limits on activity 
53 There are three debt related treasury activity limits. The purpose of these are to 

restrain the activity of the treasury function within certain limits, thereby managing 
risk and reducing the impact of any adverse movement in interest rates. However, 
if these are set to be too restrictive they will impair the opportunities to reduce 
costs / improve performance. The indicators are: 

a Upper limits on variable interest rate exposure. This identifies a maximum 
limit for variable interest rates based upon the debt position net of 
investments  

b Upper limits on fixed interest rate exposure. This is similar to the previous 
indicator and covers a maximum limit on fixed interest rates; 

c Maturity structure of borrowing. These gross limits are set to reduce the 
Council’s exposure to large fixed rate sums falling due for refinancing, and 
are required for upper and lower limits.  

54 The Council is asked to approve the following treasury indicators and limits: 

£m 2018/19 2019/20 2020/21 
Interest rate exposures 
 Upper Upper Upper 
Limits on fixed inte rest 
rates based on net debt 

100% 100% 100% 

Limits on variable 
interest rates based  on 
net debt 

4% 4% 4% 

Limits on fixed inte rest 
rates for Investments 

100% 100% 100% 

Limits on variable 
interest rates for 
Investments 
 

50% 

 

 

 

 

 

50% 50% 
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Maturity structure of fixed interest rate borrowing 2018/19 
 Lower Upper 
Under 12 months 0% 40% 

12 months to 2 years 0% 50% 

2 years to 5 years 0% 60% 

5 years to 10 years 0% 80% 

10 years and above  50% 100% 

Maturity structure of variable interest rate borrowing 2018/19 
 Lower Upper 
Under 12 months 0% 100% 

12 months to 2 years 0% 100% 

2 years to 5 years 0% 100% 

5 years to 10 years 0% 25% 

10 years and above  0% 25% 
 

Policy on borrowing in advance of need  
55 The Council will not borrow more than or in advance of its needs purely in order to 

profit from the investment of the extra sums borrowed. Any decision to borrow in 
advance will be within forward approved Capital Financing Requirement 
estimates, and will be considered carefully to ensure that value for money can be 
demonstrated and that the Council can ensure the security of such funds.  

56 Risks associated with any borrowing in advance of activity will be subject to prior 
appraisal and subsequent reporting through the mid-year or annual reporting 
mechanism.  

Debt rescheduling 
57 As short term borrowing rates will be considerably cheaper than longer term fixed 

interest rates, there may be potential opportunities to generate savings by 
switching from long term debt to short term debt. However, these savings will 
need to be considered in the light of the current treasury position and the size of 
the cost of debt repayment (premiums incurred).  

58 The reasons for any rescheduling to take place will include:  

a The generation of cash savings and / or discounted cash flow savings; 

b Helping to fulfil the treasury strategy; 

c Enhance the balance of the portfolio (amend the maturity profile and/or the 
balance of volatility). 

59 Consideration will also be given to identify if there is any residual potential for 
making savings by running down investment balances to repay debt prematurely 
as short term rates on investments are likely to be lower than rates paid on current 
debt.  

60 All debt rescheduling will be reported to Audit and Governance Committee at the 
earliest meeting followiings its action.  
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Municipal Bond Agency  
61 It is likely that the Municipal Bond Agency, currently in the process of being set up, 

will be offering loans to local authorities in the near future.  It is also hoped that the 
borrowing rates will be lower than those offered by the Public Works Loan Board 
(PWLB).  This Authority intends to make use of this new source of borrowing as 
and when appropriate. 

Annual Investment Strategy 
Investment Policy 
62 The Council’s investment policy has regard to the DCLG’s  Guidance on Local 

Government Investments (“the Guidance”) and the revised CIPFA Treasury 
Management in Public Services Code of Practice and Cross Sectoral Guidance 
Notes (“the CIPFA TM Code”).  The Council’s investment priorities will be security 
first, liquidity second, then return. 

63 In accordance with the above guidance from the CLG and CIPFA, and in order to 
minimise the risk to investments, the Council applies minimum acceptable credit 
criteria in order to generate a list of highly creditworthy counterparties which also 
enables diversification and thus avoidance of concentration risk. The key ratings 
used to monitor counterparties are the Short Term and Long Term ratings.   

64 Ratings will not be the sole determinant of the quality of an institution; it is 
important to continually assess and monitor the financial sector on both a micro 
and macro basis and in relation to the economic and political environments in 
which institutions operate. The assessment will also take account of information 
that reflects the opinion of the markets. To this end the Council will engage with its 
advisors to maintain a monitor on market pricing such as “credit default swaps” 
and overlay that information on top of the credit ratings. 

65 Other information sources used will include the financial press, share price and 
other such information pertaining to the banking sector in order to establish the 
most robust scrutiny process on the suitability of potential investment 
counterparties. 

Creditworthiness policy  
66 The primary principle governing the Council’s investment criteria is the security of 

its investments, although the yield or return on the investment is also a key 
consideration.  After this main principle, the Council will ensure that: 

a It maintains a policy covering both the categories of investment types it will 
invest in, criteria for choosing investment counterparties with adequate 
security, and monitoring their security.  This is set out in the specified and 
non-specified investment sections below; and 

b It has sufficient liquidity in its investments.  For this purpose it will set out 
procedures for determining the maximum periods for which funds may 
prudently be committed.  These procedures also apply to the Council’s 
prudential indicators covering the maximum principal sums invested.   

67 The Chief Financial Officer will maintain a counterparty list in compliance with the 
following criteria and will revise the criteria and submit them to Council for 
approval as necessary.  These criteria are separate to which types of investment 
instruments that can be used as it provides an overall pool of counterparties 
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considered high quality which the Council may use, rather than defining what 
types of investment instruments are to be used.   

68 Credit rating information is supplied by Link Asset Services, our treasury 
consultants, on all active counterparties that comply with the criteria below.  Any 
counterparty failing to meet the criteria would be omitted from the counterparty 
(dealing) list.  Any rating changes, rating watches (notification of a likely change), 
rating outlooks (notification of a possible longer term change) are provided to 
officers almost immediately after they occur and this information is considered 
before dealing.  For instance, a negative rating watch applying to a counterparty at 
the minimum Council criteria will be suspended from use, with all others being 
reviewed in light of market conditions.  

69 The criteria for providing a pool of high quality investment counterparties (both 
specified and non-specified investments) is: 

Sovereign Ratings 
 AAA (non UK) 

(Rating Description: AAA = Prime Rating, AA+, AA, AA- = High Grade Rating) 

Appendix 1 sets out the current list of countries that the Council can invest funds 
with. 

The UK sovereign rating is currently AA. To ensure that the Treasury Function 
has capacity to operate effectively no specific minimum UK sovereign rating has 
been set out.   

Selection Criteria 
70 Banks 1 - the Council will use UK and non UK banks which have, as a minimum at 

least one of, the following Fitch, Moody’s and Standard & Poors credit ratings 

(where rated): 

 Fitch Moody’s Standard & 
Poors 

Short Term F1 P1 A-1 

Long Term A- A3 A- 

 

71 Investments will include term deposits, call accounts, notice accounts and 
Certificate of Deposits. 

a Banks 2 – Part nationalised UK bank – Royal Bank of Scotland. This bank 

can be included provided it continues to be part nationalised or it meets the 

ratings in Banks 1 above. 

b Banks 3 – The Council’s own banker (HSBC) for transactional purposes if 

the bank falls below the above criteria, although in this case balances will be 

minimised in both monetary size and time. 

c Bank subsidiary and treasury operation - The Council will use these where 
the parent bank has provided an appropriate guarantee or has the necessary 
ratings outlined above. 
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d Building societies. The Council will use societies which meet the ratings for 
Banks 1 outlined above. 

e Money Market Funds 

f Enhanced Money Market Funds 

g UK Government (including gilts, Treasury Bills and the Debt Management 
Account Deposit Facility (DMADF)) 

h Local authorities, parish Councils, Bournemouth Borough Council
 Companies (Subsidiaries) and Partnerships etc 

i Pooled Funds 

Maximum Time and Monetary Limits applying to Investments  

72 The maximum amount that can be invested in any one institution at the time of the 
investment (including call accounts) as a percentage of the total investment 
portfolio has been reviewed and rationalised.  All AA- and above rated institutions 
have a maximum limit of 25%, all A+, A or A- rated institutions have a maximum 
limit of 20%.  For practical reasons where the average investment balance falls 
below £10m it may become necessary to increase the percentage limit to 33% at 
the time of investment (this only applies to call accounts and money market 
funds). 

73 The maximum time and monetary limits for institutions on the Council’s 
Counterparty List are as follows (these will cover both Specified and Non-
Specified Investments): 

  Long Term 
Rating 

Money Limit Time Limit 

Banks 1 category AA- 25% 2 years 

Banks 1 category A 20% 1 year 

Banks 1 category A- 20% 6 months 

Banks 2 category – part-nationalised 

Lloyds / Bank of Scotland 

RBS / Nat West 

N/A 20%  

1 years 

2 years 

Banks 3 category – Council’s banker HSBC AA- 25% 3 months 

DMADF/Treasury Bills AAA 25% 6 months 

Local Authorities N/A 20% 5 years 

Money Market Funds  AAA 25% Instant 
access 
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Enhanced Money Market Funds 
AAA 25% Instant 

access 

Pooled Funds N/A 25% 5 years 

UK Gilts 

UK 

Sovereign 

Rate 

25% 5 years 

 
Use of additional information other than credit ratings 

74 Additional requirements under the Code require the Council to supplement credit 
rating information.  Whilst the above criteria relies primarily on the application of 
credit ratings to provide a pool of appropriate counterparties for officers to use, 
additional operational market information will be applied before making any 
specific investment decision from the agreed pool of counterparties. This 
additional market information will be applied to compare the relative security of 
differing investment counterparties. 

Investment strategy 
In-house funds 
75 Investments will be made with reference to the core balance and cash flow 

requirements and the outlook for short-term interest rates (i.e. rates for 
investments up to 12 months).    

Investment returns expectations 
76 Bank Rate is forecast to stay flat at 0.50% until quarter 4 2018 and not to rise 

above 1.25% by quarter 1 2021.  Bank Rate forecasts for financial year ends 
(March) are: 

a 2017/18  0.50% 

b 2018/19  0.75% 

c 2019/20  1.00%    

d 2020/21  1.25% 

77 The overall balance of risks to these forecasts is currently skewed to the upside 
and are dependent on how strong GDP growth turns out, how quickly inflation 
pressures rise and how quickly the Brexit negotiations move forward positively.   

78 Investment treasury limit – The maximum period for investments will be 5 years. 
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Appendix 1: Approved countries for investments 
AA 

 United Kingdom 

 

AAA                      

 Australia 

 Canada 

 Denmark 

 Germany 

 Luxembourg 

 Netherlands  

 Norway 

 Singapore 

 Sweden 

 Switzerland 
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Bournemouth Borough Council 
 
 

Treasury Management Policy, Practices and 
Schedules 

 
Updated - February 2018 

 
 

Treasury Management Practices and Schedules 
 
The Treasury Management Practices (TMPs) and Schedules set out the manner in 
which the Council will seek to achieve its Treasury Management Policies and objectives 
and how it will manage and control those activities.   

TMP 1 – Treasury Risk Management  

TMP 2 – Best Value and Performance Measurement 

TMP 3 – Decision-Making and Analysis 

TMP 4 - Approved Instruments, Methods and Techniques 

TMP 5 - Organisation, Clarity and Segregation of Responsibilities, and 
Dealing Arrangements 

TMP 6 - Reporting Requirements and Management Information 
Arrangements 

TMP 7 - Budgeting, Accounting and Audit Arrangements 

TMP 8 - Cash and Cash Flow Management 

TMP 9 - Money Laundering  

TMP 10 - Staff Training and Qualifications 

TMP 11 - Use of External Service Providers 

TMP 12 - Corporate Governance 
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TMP1 Risk Management 
1 The S151 Officer will design, implement and monitor all arrangements for the 

identification, management and control of treasury management risk, will report at 
least annually on the adequacy/suitability thereof, and will report, as a matter of 
urgency, the circumstances of any actual or likely difficulty in achieving the 
organisation’s objectives in this respect, all in accordance with the procedures set 
out in TMP6 Reporting Requirements and Management Information 
Arrangements. In respect of each of the following risks, the arrangements which 
seek to ensure compliance with these objectives are set out in the schedule to this 
document. 

Credit and Counterparty Risk Management 
Credit and counter-party risk is the risk of failure by a counterparty to meet its 
contractual obligations to the organisation under an investment, borrowing, capital 
project or partnership financing, particularly as a result of the counterparty’s diminished 
creditworthiness, and the resulting detrimental effect on the organisation’s capital or 
current (revenue) resources. 

2 The Council regards a key objective of its treasury management activities to be 
the security of the principal sums it invests. Accordingly, we will ensure that the 
counterparty list and limits reflect a prudent attitude towards organisations with 
which funds may be deposited, and will limit the investment activities to the 
instruments, methods and techniques referred to in TMP4 Approved Instruments, 
Methods and Techniques and listed in the schedule to this document. The Council 
also recognises the need to have, and will therefore maintain, a formal 
counterparty policy in respect of those organisations from which it may borrow, or 
with whom it may enter into other financing arrangements. 

3 The S151 Officer will maintain a counterparty list in compliance with the following 
criteria and will revise the criteria and submit them to Council for approval as 
necessary.  These criteria are separate to which types of investment instruments 
that can be used as it provides an overall pool of counterparties considered high 
quality which the Council may use, rather than defining what types of investment 
instruments are to be used.   

4 The minimum rating criteria uses method of selecting counterparties and applying 
limits. The Council will use UK and non-UK banks which have, as a minimum at 
least one of, the following Fitch, Moody’s and Standard and Poor’s credit ratings. 
Credit rating information is supplied by Link Asset Services, our treasury 
consultants, on all active counterparties that comply with the criteria below.  Any 
counterparty failing to meet the criteria would be omitted from the counterparty 
(dealing) list.  Any rating changes, rating watches (notification of a likely change), 
rating outlooks (notification of a possible longer term change) are provided to 
officers almost immediately after they occur and this information is considered 
before dealing.  For instance, a negative rating watch applying to a counterparty at 
the minimum Council criteria will be suspended from use, with all others being 
reviewed in light of market conditions.  

5 The criteria for providing a pool of high quality investment counterparties (both 
specified and non-specified investments) is: 
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Sovereign Ratings 
 AA (UK)  

 AAA (non UK) 
 

(Rating Description – AAA = Prime Rating, AA+, AA, AA- = High Grade Rating) 

Selection Criteria 
 Banks 1 - the Council will use UK and non UK banks which have, as a minimum 

at least one of, the following Fitch, Moody’s and Standard and Poors credit 

ratings (where rated): 

 Fitch Moody’s Standard & 
Poors 

Short Term F1 P1 A-1 

Long Term A- A3 A- 

 

Investments will include term deposits, call accounts, notice accounts and CD’s. 

a Banks 2 – Part nationalised UK bank – Royal Bank of Scotland. This bank 
can be included provided it continues to be part nationalised or it meets the 
ratings in Banks 1 above. 

b Banks 3 – The Council’s own banker (HSBC) for transactional purposes if 
the bank falls below the above criteria, although in this case balances will be 
minimised in both monetary size and time. 

c Bank subsidiary and treasury operation - The Council will use these where 
the parent bank has provided an appropriate guarantee or has the necessary 
ratings outlined above. 

d Building societies. The council will use societies which meet the ratings for 
Banks 1 outlines above. 

e Money Market Funds 

f Enhanced Money Market Funds 

g UK Government (including gilts, Treasury Bills and the Debt Management 
Account Deposit Facility (DMADF)) 

h Local authorities, parish councils, Bournemouth Borough Council Companies 
(Subsidiaries) and Partnerships 

i Pooled Funds 

Maximum Time and Monetary Limits applying to Investments  
6 The maximum that can be invested in any one institution at the time of the 

investment (including call accounts) as a percentage of the total investment 
portfolio has been reviewed and rationalised.  All AA- and above rated institutions 
have a maximum limit of 25%, all A+, A or A- rated institutions have a maximum 
limit of 20%.  For practical reasons where average investment balance falls below 
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£10m it may become necessary to increase the percentage limit to 33% at the 
time of investment (this only applies to call accounts). 

7 The maximum time and monetary limits for institutions on the Council’s 
Counterparty List are as follows (these will cover both Specified and Non-
Specified Investments): 
 

  Long 

Term 

Rating 

Money Limit Time Limit 

Banks 1 category AA- 25% 2 years 

Banks 1 category A 20% 1 year 

Banks 1 category A- 20% 6 months 

Banks 2 category – part-nationalised 

Lloyds / Bank of Scotland 

RBS / Nat West 

N/A 20%  

1 years 

2 years 

Banks 3 category – Council’s banker HSBC AA- 25% 3 months 

DMADF/Treasury Bills AAA 25% 6 months 

Local Authorities N/A 20% 5 years 

Money Market Funds  
AAA 25% Instant 

access 

Enhanced Money Market Funds 
AAA 25% Instant 

access 

Pooled Funds N/A 25% 5 years 

UK Gilts AA+ 25% 5 years 

 

Approved methodology for changing limits and adding/removing counterparties  
8 Credit ratings for individual counterparties can change at any time.  The S151 

Officer is responsible for applying the stated credit rating criteria outlined above for 
selecting approved counterparties, and will add or delete counterparties as 
appropriate to / from the approved counterparty list when there is a change in the 
credit ratings of individual counterparties or in banking structures e.g. on mergers 
or takeovers. 
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9 The S151 Officer will also adjust lending limits and periods when there is a change 
in the credit ratings of individual counterparties or in banking structures e.g. on 
mergers or takeovers in accordance with the criteria outlined above.  

Liquidity Risk Management 
10 This is the risk that cash will not be available when it is needed, that ineffective 

management of liquidity creates additional unbudgeted costs, and that the 
Council’s business/service objectives will be thereby compromised. 

11 The Council will ensure it has adequate though not excessive cash resources, 
borrowing arrangements, overdraft or standby facilities to enable it at all times to 
have the level of funds available to it which are necessary for the achievement of 
its business/service objectives.  

12 The Council will only borrow in advance of need where there is a clear business 
case for doing so and will only do so for the current capital programme or to 
finance future debt maturities. 

Cash flow and cash balances  

13 The Council will aim for effective cash flow forecasting and monitoring of cash 
balances and will maintain a rolling 12 month cash flow forecast. 

 The Treasury Management function shall seek to optimise the balance held in the 
Council’s main bank accounts at the close of each working day in order to 
minimise the amount of bank overdraft interest payable or maximise the amount of 
interest that can be earned. 

 In order to achieve the maximum return from investments, a daily cash balance of 
+/- £50,000 is the normal objective for the Council’s bank account.  Note - it may 
not always be possible or practical to achieve this target for various reasons, such 
as, late or fluctuating receipts after the treasury management activities for the day 
have been completed. 

Short term investments 

14 Funds are held in overnight accounts, call accounts or money market funds 
specifically in order to deal with day to day cash flow fluctuations.   

Temporary borrowing 

15 Temporary borrowing up to 364 days through the money market is available 
should there be a cash flow deficit at any point during the year.   

At no time will the outstanding total of temporary and long-term borrowing together 
with any bank overdraft exceed the Prudential Indicator for the Authorised 
Borrowing Limit agreed by the Council before the start of each financial year. 

Bank Overdraft and standby facilities 

16 The Council has an authorised overdraft limit with its bankers of up to £100k at an 
agreed rate of 2.39% over base rate.   
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Interest Rate Risk Management 
17 The risk that fluctuations in the levels of interest rates create an unexpected or 

unbudgeted burden on the Council’s finances, against which the Council has failed 
to protect itself adequately. 

18 The Council will manage its exposure to fluctuations in interest rates with a view to 
containing its net interest costs, or securing its interest revenues, in accordance 
with the amounts provided in its budgetary arrangements as amended in 
accordance with TMP6 Reporting Requirements and Management Information 
Arrangements. 

19 It will achieve these objectives by the prudent use of its approved financing and 
investment instruments, methods and techniques, primarily to create stability and 
certainty of costs and revenues, but at the same time retaining a sufficient degree 
of flexibility to take advantage of unexpected, potentially advantageous changes in 
the level or structure of interest rates.  The above are subject at all times to the 
consideration and, if required, approval of any policy or budgetary implications. 

20 The Council’s Policy will limit its exposure to interest rate changes by allowing a 
maximum of 4% of borrowing to be at variable interest and a maximum of 100% to 
be at fixed rate. In addition, a maximum of 50% of investments can be made at 
variable interest and a maximum of 100% to be at fixed rate. 

21 Interest rates will be monitored by the Assistant Chief Financial Officer and 
information about possible changes in interest rates gathered from market 
sources. 

 
Policies concerning other instruments for interest rate management. 
22 Forward dealing - Will only be undertaken where the date of commencement is 3 

months (or less) for an investment from the date that funds will be transferred, in 
order to minimise risk due to uncertainties in the cash flow projections.  The 
maximum length of time permissible for all investments will be 5 years. 

Exchange Rate Risk Management 
23 The risk that fluctuations in foreign exchange rates create an unexpected or 

unbudgeted burden on the organisation’s finances, against which the organisation 
has failed to protect itself adequately. 

Approved criteria for managing changes in exchange rate levels 

i) As a result of the nature of the Council’s business, it may have an exposure 
to exchange rate risk from time to time.  This will mainly arise from the 
receipt of income or the incurring of expenditure in a currency other than 
sterling. The Council will adopt a full hedging strategy to control and add 
certainty to the sterling value of these transactions.  This will mean that the 
Council will eliminate all foreign exchange exposures as soon as they are 
identified. 

ii) Where there is a contractual obligation to receive income or make a payment 
in a currency other than sterling at a date in the future, forward foreign 
exchange transactions will be considered, with professional advice, to 
comply with this full cover hedging policy. Unexpected receipt of foreign 
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currency income will be converted to sterling at the earliest opportunity 
unless the Council has a contractual obligation to make a payment in the 
same currency at a date in the future.  In this instance, the currency will be 
held on deposit to meet this expenditure commitment. 

Refinancing Risk Management 
24 The risk that maturing borrowings, capital, project or partnership financings cannot 

be refinanced on terms that reflect the provisions made by the organisation for 
those refinancing, both capital and current (revenue), and/or that the terms are 
inconsistent with prevailing market conditions at the time. 

25 The Council will ensure that its borrowing, private financing and partnership 
arrangements are negotiated, structured and documented, and the maturity profile 
of the monies so raised are managed, with a view to obtaining offer terms for 
renewal or refinancing, if required, which are competitive and as favourable to the 
Council as can reasonably be achieved in the light of market conditions prevailing 
at the time.  

26 It will actively manage its relationships with its counterparties in these transactions 
in such a manner as to secure this objective, and will avoid over-reliance on any 
one source of funding if this might jeopardise achievement of the above. 

Projected capital investment requirements 

27 3 year projections are in place for capital expenditure and its financing or funding.  
Financing will be from capital receipts, reserves, any grants or contributions 
awarded and revenue.  Funding will be from internal or external borrowing, as 
decided. 

As required by the Prudential Code, the Council will undertake Options Appraisals 
to evaluate the best capital expenditure financing route.  

The Council’s projected long-term borrowing requirement will be linked to the 
projected Capital Financing Requirement. 

Debt profiling, policies and practices 

28 Any longer term borrowing will be undertaken in accordance with the Prudential 
Code and will comply with the Council’s Prudential Indicators and the Treasury 
Management Strategy.  

The Council will maintain through its various treasury spreadsheets reliable 
records of the terms and maturities of its borrowings, capital, project and 
partnership funding and, where appropriate, plan and successfully negotiate terms 
for its refinancing. 

Where the lender to the Council is a commercial body the Council will aim for 
diversification in order to spread risk and avoid over-reliance on a small number of 
counterparties. 

Policy concerning limits on revenue consequences of capital financings 

29 The revenue consequences of financing the capital programme are included in 
cash flow models, annual revenue estimates and medium term forecasts. 
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Legal and Regulatory Risk Management 
30 The risk that the organisation itself, or an organisation with which it is dealing in its 

treasury management activities, fails to act in accordance with its legal powers or 
regulatory requirements, and that the organisation suffers losses accordingly. 

31 The Council will ensure that all of its treasury management activities comply with 
its statutory powers and regulatory requirements.  It will demonstrate such 
compliance, if required to do so, to all parties with whom it deals in treasury 
activities.  In framing its credit and counterparty policy under TMP1 Risk 
Management, it will ensure that there is evidence of counterparties’ powers, 
authority and compliance in respect of the transactions they may effect with the 
Council, particularly with regard to duty of care and fees charged. 

32 The Council recognises that future legislative or regulatory changes may impact 
on its treasury management activities and, so far as it is reasonably able to do so, 
will seek to minimise the risk of these impacting adversely on the Council.     

33 The Council operates its Treasury Management Practices in accordance with the 
provisions of the Local Government and Housing Act 1989 and the CIPFA 
Treasury Code of Practice 2011.  The Council’s powers are documented in the 
Treasury Management Policy statement, the Treasury Management Practices and 
the Schedules. 

34 Counterparties are included on the lending list where they fully comply with the 
Credit Rating requirements from Fitch, S&P and Moody’s or where they meet the 
specified exceptional criteria. 

35 The S151 Officer will review the Legal and Regulatory framework in order to 
assess the impact of any changes on the Council. 

Procedures for evidencing the Council’s powers/ authorities to counterparties 

36 The Council’s Financial Regulations contain evidence of the power/ authority to 
act as required by S151 of the Local Government Act 1972, under the general 
direction of the Council and Cabinet. 

 The Council will confirm, if requested to do so by counterparties, the powers and 
authorities under which the Council effects transactions with them. 

 Where required, the Council will also establish the powers of those with whom 
they enter into transactions, including any compliance requirements in respect of a 
duty of care and best practice. 

Required information from counterparties concerning their powers/ authorities 

37 Lending shall only be made to institutions on the Council’s authorised lending list.    

 The Council will only undertake borrowing from approved sources such as the 
Public Works Loans Board (PWLB), organisations such as the European 
Investment Bank and from commercial banks who are on the Council’s list of 
authorised institutions, thereby minimising legal and regulatory risk. The list of 
approved sources of borrowing is contained in TMP 4. 

Political Risk Management  
38 Political risk is managed by: 
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i) Adoption of the CIPFA Treasury Management Code of Practice; 

ii) Adherence to Corporate Governance (TMP 12 – Corporate 
Governance); 

iii) Adherence to the Statement of Professional Practice by the S151 
Officer; 

iv) The roles of the Council and Cabinet. 

Details of relevant Statutes and regulations 

39 The treasury management activities of the Council shall comply fully with legal 
statute and the regulations of the Council.  These are as follows: 

i) CIPFA’s Treasury Management Code of Practice 2001 and subsequent 
amendments; 

ii) CIPFA Guide for Chief Financial Officers on Treasury Management in 
Local Authorities; 

iii) CIPFA Prudential Code for Capital Finance in Local Authorities and 
subsequent amendments; 

iv) CIPFA Standard of Professional Practice on Treasury Management 

v) The Local Government Act 2003; 

vi) The Local Authorities (Capital Finance and Accounting) (England) 
Regulations 2003 SI 2003 No 3146, and subsequent amendments; 

vii) Pensions, England and Wales - The Local Government Pension 
Scheme (Management and Investment of Funds) Regulations 2009 – 
SI 2009 No 3093; 

viii) The Communities and Local Government’s (CLG) statutory Guidance 
on Minimum Revenue Provision (MRP); 

ix) The CLG’s Guidance on Local Government Investments in England 
issued March 2004 and subsequent amendments ; 

x) The Local Authorities (Contracting out of Investment Functions) Order 
1996 SI 1996 No 1883; 

xi) LAAP Bulletins; 

xii) Code of Practice on Local Authority Accounting in the United Kingdom 
based on International Financial Reporting Standards (from 2010/11 
onwards); 

xiii) Accounts and Audit Regulations 2003, as amended together with CLG’s 
Guidance; 

xiv) The Non Investment Products Code (formerly known as The London 
Code of Conduct) for principals and broking firms in the wholesale 
markets; 

xv) Council’s Constitution including: 

- Standing Orders relating to Contracts; 
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- Financial Regulations; 

- Scheme of Delegation. 

xvi) CLG’s Self-Financing Policy Documentation and subsequent 
amendments. 

Fraud, Error and Corruption, and Contingency Management 
40 The risk that an organisation fails to identify the circumstances in which it may be 

exposed to the risk of loss through fraud, error, corruption or other eventualities in 
its treasury management dealings, and fails to employ suitable systems and 
procedures and maintain effective contingency management arrangements to 
these ends. It includes the area of risk commonly referred to as operational risk. 

41 The Council will ensure that it has identified the circumstances which may expose 
it to the risk of loss through fraud, error, corruption or other eventualities in its 
treasury management dealings.  Accordingly, it will employ suitable systems and 
procedures, and will maintain effective contingency management arrangements, to 
these ends. 

42 In order to mitigate these risks, it is a system requirement that two officers need to 
be involved in order to facilitate a CHAPS payment via internet banking. The first 
officer will set up the payment details and the second officer will verify the details 
and authorise payment.  Payment is only to be made on appropriately authorised 
documentation. 

43 For payments to investment counterparties and other regular payments (e.g. 
Inland Revenue, Pensions) the payee name and bank details will be set up as 
named beneficiaries within the system.  

Details of systems and procedures to be followed, including internet services 

44 The S151 Officer will ensure that all Treasury Management Procedures are fully 
documented and approved and that they contain adequate levels of internal 
control.  All computer systems or electronic forms of recording or transmitting data 
will have adequate security and back up provisions. 

45 The S151 Officer will ensure that the Treasury Management function is subject to 
regular internal audit, the intention being that this will generally take place once 
each year with sufficient programmed days to cover all aspects of its activity. 

Emergency and contingency planning arrangements 

46 In the event of treasury management software being unavailable, due to power 
failure or problems with the system, arrangements for the day-to-day treasury 
function will be undertaken direct with the Council’s bank HSBC.  

Insurance cover details 

47 The Treasury Management function is covered under the Council’s Fidelity 
Guarantee Policy. 

Market risk management   
48 The Council will seek to ensure that its stated Treasury Management Policies and 

objectives will not be compromised by adverse market fluctuations in the value of 
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the principal sums it invests, and will accordingly seek to protect itself from the 
effects of such fluctuations. 

Details of approved procedures and limits for controlling exposure to investments 
whose capital value may fluctuate (GILTS, CDS, etc.) 

If the Council makes use of fund managers they may deal in GILTS, Certificates of 
deposit etc. on behalf of the Council.  The limit for these will be the value of the 
fund, held by the external body at the time.  The fund will be able to be liquidated 
within 7 days. 

TMP2 Best Value and Performance Measurement 
49 The Council is committed to the pursuit of value for money in its treasury 

management activities, and to the use of performance methodology in support of 
that aim, within the framework set out in its Treasury Management Strategy 
Statement. 

50 Accordingly, the Treasury Management function will be the subject of ongoing 
analysis of the value it adds in support of the Council’s stated business or service 
objectives.  It will be the subject of regular examination of alternative methods of 
service delivery, of the availability of fiscal or other grant or subsidy incentives, 
and of the scope for other potential improvements.  The performance of the 
Treasury Management function will be measured using the criteria set out in this 
section. 

Methodology to be applied for evaluating the impact of Treasury Management 
decisions 
51 All treasury management decisions will be recorded by the Treasury Accountant.  

A monthly report will be produced and any significant decisions notified to the 
S151 Officer on the monthly report.  Rates quoted for investments and borrowing 
will be recorded and monitored against benchmarks, any benchmarking reports 
will consider risk as well as the rate of return.  Market trends will be compared to 
expectations. Investments or borrowing which takes place with a maturity of over 
one month, evidence should be kept to demonstrate that the most favourable 
interest rate has been achieved.  

Policy concerning methods for Testing Value for Money in Treasury Management 
Frequency and processes for review 

 

52 The Treasury Management function will be included within the Core Service 
Transformation review of Strategic Finance. 

 

Banking services 
 

53 Banking services will be retendered or renegotiated periodically in line with 
accepted procurement practice to ensure that the level of prices reflect efficiency 
savings achieved by the supplier and current pricing trends. 

Money-broking services 

54 The Council will use money broking services in order to make deposits or to 
borrow, and will establish charges for all services prior to using them.  The Council 
will also deal direct with counterparties that appear on the lending lists where it 
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can be shown that the rates achievable by dealing direct are higher than those 
that could have been achieved by dealing through money-brokers. 

 

An approved list of brokers will be established which takes account of both prices 
and quality of services.  Note that fees are only due when the authority chooses to 
borrow using money brokers. 

Consultants’/advisers’ services 

55 The Council may appoint professional treasury management advisers as and 
when it is deemed necessary to do so.  The performance of these advisors will be 
monitored on an ongoing basis and be the subject of a tendering process.  

 Where treasury management advisers are appointed they will be expected to: 
 

i) Provide creditworthiness advice and updates on credit developments; 

ii) Provide rating watch information and highlight any impact on the 
Council’s lending list; 

iii) Review all treasury management reports and check compliance with the 
Treasury Management Code of Practice, the Prudential Code and Best 
Practice; 

iv) Provide suitable economic information including interest rate forecasts; 

v) Offer suitable training and seminars to support for Members and 
officers; 

vi) Provide technical advice help and support as required. 

External Fund Managers 

56 The Council may appoint full-time cash/external investment fund managers and 
will comply with the Local Authorities (Contracting Out of Investment Functions) 
Order 1996 [SI 1996 No 1883]. 

 The fund Manager will undertake all activity in accordance with the provisions set 
out in this document. 

 The delegation of investment management to external managers will entail the 
following: 

 

i) Agreement of a formal contractual agreement and documentation; 

ii) Agreement on terms for early termination of the contract; 

iii) Setting of a benchmark of [7 day LIBID] and a performance target of 
exceeding the benchmark; 

iv) Setting of investment counterparty constraints; 

v) Quarterly reporting of performance; 

vi) At least annual meetings with investment managers; 

vii) Setting of other constraints/parameters/conditions.  

 

  The Council’s treasury management advisors will assist in monitoring the 
performance of the fund managers. 
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Methods to be employed for measuring the performance of the Council’s 
Treasury Management activities 
57 Performance will be measured against the benchmark figures agreed. 

Performance will also be monitored by comparing expected levels of interest to the 
interest budgets set in the Budget setting process. 

Benchmarks and calculation methodology: 

a Debt management 

Average rate on all external debt 
Average rate on external debt borrowed in previous financial year 
Average rate on internal borrowing 
Average period to maturity of external debt  
Average period to maturity of new loans in previous year 

 

b Investment 

The performance of investment earnings will be measured against the 
following benchmarks:  

i) In house investments - 7 Day LIBID 
ii) Cash fund manager - 7 Day LIBID 

   

It is recognised that these benchmarks must be assessed in the overall 
context of security and liquidity being more important than yield. 

TMP3 Decision-Making and Analysis 
58 The Council will maintain full records of its treasury management decisions, and of 

the processes and practices applied in reaching those decisions, both for the 
purposes of learning from the past, and for demonstrating that reasonable steps 
were taken to ensure that all issues relevant to those decisions were taken into 
account at the time.  The issues to be addressed and processes and practices to 
be pursued in reaching decisions are detailed below. 

59 Whilst the Council will take advice from external consultants as and when required 
it is recognised that the final decision for all treasury management activity lies with 
the Council. 

Funding, Borrowing, Lending, and new instruments / techniques 
Records to be kept 

60 Details of all rates achieved on new investments and borrowing will be kept by the 
S151 Officer, along with rates requested from other sources that were rejected.  
This is to show that the S151 Officer consulted different areas of the market place 
to support the decision made.  All documentation to support investment / 
borrowing decisions will be available for inspection by internal audit. 

Processes to be pursued 

61 When investment decisions are to be made, the Treasury Accountant with 
responsibility for treasury management will seek rates from at least two brokers or 
counterparties that deal direct, and a comparison will be made with indicative rates 



 14 

  

quoted by brokers on the day. These rates, together with the reason for the 
chosen rate (not always the highest rate quoted), will be recorded on the deal 
ticket or electronically and will be made available for inspection. Since the start of 
the credit crisis and the nominal rates achieved on investments the Treasury 
Management function have concentrated their efforts firmly on capital protection 
and risk management. In practice the Council has a very restricted lending list and 
there is often little or no choice where to place investments.   

Borrowing decisions will be made by the S151 Officer in the light of the Council’s 
medium term budgetary requirement.  The interest rate type, period of the loan 
and reason for the need to borrow will be recorded by the Group Accountant with 
responsibility for treasury management.  

Issues to be addressed 

62 In respect of every decision made the Council will: 

a Above all be clear about the nature and extent of the risks to which the 
Council may become exposed; 

b Be certain about the legality of the decision reached and the nature of the 
transaction, and that all approvals to proceed have been obtained; 

c Be content that the documentation is adequate both to deliver the 
Council’s objectives and protect its interests, and to deliver good 
housekeeping; 

d Ensure that third parties are judged satisfactory in the context of the 
Council’s creditworthiness policies, and that limits have not been 
exceeded; 

e Be content that the terms of any transactions have been fully checked 
against the market, and have been found to be competitive. 

63 In respect of borrowing and other funding decisions, the Council will: 

a Evaluate the economic and market factors that might influence the 
manner and timing of any decision to fund; 

b Consider the merits and demerits of alternative forms of funding, including 
funding from revenue, leasing and private partnerships; 

c Consider the ongoing revenue liabilities created, and the implications for 
the Council’s future plans and budgets. 

64 In respect of investment decisions, the Council will: 

a Consider the optimum period, in the light of cash flow availability and 
prevailing market conditions; 

b Consider the alternative investment products and techniques available, 
especially the implications of using any which may expose the Council to 
changes in the value of its capital. 
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TMP4 Approved Instruments, Methods and Techniques 
65 The Council will undertake its treasury management activities by employing only 

those instruments, methods and techniques detailed below and within the limits 
and parameters defined in TMP1 Risk Management. 

66 Where the Council intends to use derivative instruments for the management of 
risks, these will be limited to those set out in its Treasury Management Strategy.  
The Council will seek proper advice and will consider that advice when entering 
into arrangements to use such products to ensure that it fully understands those 
products. 

Approved activities of the Treasury Management function 
a Borrowing 

b Lending 

c Debt repayment and rescheduling 

d Consideration, approval and use of new financial instruments and treasury 
management techniques 

e Managing the underlying risk associated with the Council’s capital financing 
and surplus funds activities 

f Managing cash flow 

g Banking activities 

h Leasing 

i The use of external fund managers 

  Approved instruments for investment 
67 In accordance with The Local Authorities (Capital Finance) (Approved 

Investments) Regulations 1990 and subsequent amendments, the instruments 
approved for investment and commonly used by local authorities are: 

a UK Government (including gilts, Treasury Bills and Debt Management 
Account Deposit Facility) 

b Deposits with banks, building societies or local authorities (and certain other 
bodies) for up to five years; 

c Certificates of deposits with banks or building societies for up to five years; 

d Corporate bonds and bonds issued by Multilateral Development Banks; 

e Euro-sterling issues by certain Supra-national bodies listed on the London 
and Dublin Stock Exchanges; 

f Money Market Funds; 

g Pooled funds, i.e. collective investment schemes as defined in SI 2004 No 
534. 

Approved techniques 
 

a Forward dealing up to five years 

b Callable deposits up to five years 
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Approved methods and sources of raising Capital Finance 
68 Finance will only be raised in accordance with the Local Government and Housing 

Act, 1989, and within this limit the Council has a number of approved methods and 
sources of raising capital finance.  These are: 

 

On Balance Sheet Fixed Variable  
PWLB    
Local Authorities and Other Public Bodies   
Overdraft   
Internal (capital receipts & revenue balances)   
Municipal Bond Agency    
Leasing (finance leases)   
Deferred Purchase   
  
Other Methods of Financing 
Government and EU Capital Grants 
Lottery monies 
PFI  

 

69 These forms of funding will be considered based on the prevailing economic 
climate, regulations and local considerations. The S151 Officer has delegated 
powers through this Policy and the Strategy to take the most appropriate form of 
borrowing from the approved sources. 

Investment Limits 
  LIMIT 
Deposits (including Money Market Funds)  Unlimited 

Borrowing Limits 
On Balance Sheet     
PWLB  100% 
Municipal Bond Agency  20% 
Local Authorities and Other Public Bodies  100% 
Overdraft  £500k 
Internal (capital receipts & revenue balances)  100% 

TMP5 Organisation, Clarity and Segregation of Responsibilities, and 
Dealing Arrangements 
70 The Council considers it essential, for the purposes of the effective control and 

monitoring of its treasury management activities, and for the reduction of the risk 
of fraud or error, and for the pursuit of optimum performance, that these activities 
are structured and managed in a fully integrated manner, and that there is at all 
times a clarity of treasury management responsibilities.  

71 The principles on which this will be based is a clear distinction between those 
charged with setting Treasury Management Policies and those charged with 
implementing and controlling these policies, particularly with regard to the 
execution and transmission of funds, the recording and administering of treasury 



 17 

  

management decisions, and the audit and review of the Treasury Management 
function. 

72 If and when the Council intends, as a result of lack of resources or other 
circumstances, to depart from these principles, the responsible officer will ensure 
that the reasons are properly reported in accordance with TMP6 Reporting 
Requirements and Management Information Arrangements, and the implications 
properly considered and evaluated. 

73 The S151 Officer will ensure that there are clear written statements of the 
responsibilities for each post engaged in treasury management, and the 
arrangement for absence cover.  The present arrangements are detailed in the 
schedule in this section. 

74 The S151 Officer will ensure there is proper documentation for all deals and 
transactions, and that procedures exist for the effective transmission of funds.  
The present arrangements are detailed in this section. 

75 The delegations to the S151 Officer in respect of treasury management are set out 
in this section.  The S151 Officer will fulfil all such responsibilities in accordance 
with the Council’s policy statement and TMPs and, if a CIPFA member, the 
Standard of Professional Practice on Treasury Management. 

76 Limits to responsibilities/discretion at Committee/Executive levels 

Full Council 
 

- receiving and reviewing the annual Treasury Management Strategy Statement and 
a report on Treasury Management Policy, Practices and Schedules; 

 

- budget consideration and approval; 
 

- receiving a summary annual report on performance during the previous financial 
year. 

Cabinet 
 

- receiving and reviewing the annual Treasury Management Strategy Statement and 
a report on Treasury Management Policy, Practices and Schedules; 

 

- budget consideration and approval; 
 

- receiving a summary annual report on performance during the previous financial 
year; 

 

- approval of investments where minimum lending criteria are not met. 
 

Audit & Governance Committee 
 

- approval of amendments to the Council’s adopted clauses, Treasury Management 
Strategy Statement and Treasury Management Policies, Practices and Schedules; 

 

- performance monitoring; 
 

- receiving and reviewing external audit reports and acting on recommendations; 
 

- approving the selection of external fund managers and agreeing terms of 
appointment; 
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- receiving a detailed annual report; 
 

- scrutinise the Treasury Management Strategy Statement and Treasury 
Management Policies, Practices and Schedules; 

 

- receive reports of any non-compliance with the Council Treasury Management 
Strategy Statement and Treasury Management Policies, Practices and Schedules. 

77 Principles and practices concerning segregation of duties 
The S151 Officer will ensure that there is proper segregation of duties in place for 
Treasury Management. 

78 Treasury Management organisation chart 
 

The Council  
| 

Cabinet 
| 

Audit & Governance Committee 
| 

S151 Officer 
| 

Assistant Chief Financial Officer 
| 

Finance Manager 
| 

Treasury Accountant 
 

79 Statement of Duties/Responsibilities of each Treasury Post 
a S151 Officer 

i) The S151 Officer will: 

- execute and administer treasury management decisions in accordance with 
the Treasury Management Strategy and the Treasury Management Policies, 
Practices and Schedules; 

- recommend all arrangements for the identification, management and control 
of all treasury management risk and report on such; 

- design, recommend and implement the annual Treasury Management 
Strategy and Treasury Management Policies, Practices and Schedules for 
approval, reviewing and monitoring compliance; 

- adhere and monitor performance against the approved prudential indicators; 

- construct the Council’s lending list and formulating suitable criteria for 
assessing and monitoring the credit risk of investment counterparties; 

- submit regular treasury management policy reports; 

- submit budgets and budget variations; 
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- ensure that all Treasury Management Policies, Practices and Schedules are 
fully documented and approved, and contain adequate levels of internal 
control; 

- receive and review management information reports; 

- review the performance of the Treasury Management function and promote 
value for money reviews; 

- ensure the adequacy of treasury management resources and skills, and the 
effective division of responsibilities within the Treasury Management 
function; 

- ensure all Members and treasury management staff receive training to 
ensure all responsibilities are carried out appropriately; 

- recommend investments where the minimum lending criteria are not met; 

- ensure the adequacy of internal audit, and liaising with external audit; 

- ensure that the most appropriate form of borrowing it taken from the 
approved sources; 

- review the legal and regulatory framework in order to assess the impact of 
any changes on the Council; 

- monitor the Governance arrangements of the treasury management function; 

- recommend the appointment of external service providers. 

 

ii)  The S151 Officer has delegated powers through this policy to take the most 
appropriate form of borrowing from the approved sources, and to take the 
most appropriate form of investments in approved instruments. 

iii) Only officers approved by the S151 Officer or the Service Director, Strategic 
Finance will conduct dealing transactions.   

iv) The S151 Officer will ensure that the Policy is adhered to, and if not will bring 
the matter to the attention of elected Members as soon as possible.  

v)  Prior to entering into any capital financing, lending or investment transaction, 
it is the responsibility of the S151 Officer to be satisfied, by reference to the 
Monitoring Officer, the Council’s legal department and external advisors as 
appropriate, that the proposed transaction does not breach any statute, 
external regulation or the Council’s financial Regulations. 

vi) It is also the responsibility of the S151 Officer to ensure that the Council 
complies with the requirements of The Non Investment Products Code 
(formerly known as The London Code of Conduct) for principals and broking 
firms in the wholesale markets. 

b Assistant Chief Financial Officer / Finance Manager 

i) The responsibilities of these posts will be:  

- planning, organising, directing and monitoring the Treasury Management 
function; 

- ensuring compliance with the policy, practices and schedules; 
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- regularly reporting to the S151 Officer regarding performance of the function; 

- ensuring the treasury management function is adequately covered during 
normal business hours; 

- monitoring market conditions and interest rates and advising the S151 Officer 
regarding its impact on the Council’s strategy. 

c Finance Manager / Treasury Accountant 
 

i)  The responsibilities of this post will be:  

- execution of transactions; 

- adherence to agreed policies and practices on a day-to-day basis; 

- maintaining relationships with third parties and external service providers; 

- supervising treasury management staff; 

- monitoring performance on a day-to-day basis; 

- submitting management information reports to the Service Director, Strategic 
Finance; 

- preparation of cash flow statements; 

- recording all treasury management decisions; 

- maintain the counterparty list in line with the approvals made; 

- identifying and recommending opportunities for improved practices. 

d Treasury Accountant 

- carry out day to day banking activities ensuring the treasury function meets is 
objectives  

- recording all treasury management decisions; 

- maintain the counterparty list in line with the approvals made;  

- preparation of cash flow statements;  

e Head of the Paid Service 

i)  The responsibilities of this post will be:  

- ensuring that the system is specified and implemented; 

- ensuring that the S151 Officer reports regularly to the Council, Cabinet and 
Audit & Governance Committee on treasury management policy, activity and 
performance as appropriate. 

f Monitoring Officer 

     i) The responsibilities of this post will be:  

- ensuring compliance by the S151 Officer with the Treasury Management 
Strategy Statement and Treasury Management Policies, Practices and 
Schedules and that they comply with the law; 

- being satisfied that any proposal to vary treasury management policy or 
practice complies with law or any code of practice; 
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- giving advice to the S151 Officer when advice is sought. 

g Internal Audit 

i) The responsibilities of Internal Audit will be:  

- reviewing compliance with approved policy and procedures; 

- reviewing division of duties and operational practice; 

- assessing value for money from treasury management activities; 

- undertaking audits to provide assurance over the probity of the Treasury 
Management function. 

Absence cover arrangements 
80 The Group Accountant with responsibility for the treasury function will ensure that 

the Treasury Management function is adequately covered during normal business 
hours. 

Dealing limits 
81 The Group Accountant with responsibility for treasury management is permitted to 

place deals in accordance with the Counterparty Lists and Limits and approved 
Treasury Management Practices. 

List of approved brokers 
- Tradition Brokers 

 

- Sterling International Brokers division of BGC Brokers LP 
 

- Martin Brokers division of BGC Brokers LP 
 

- Tullett Prebon (Europe) Limited 
 

82 Treasury management staff are also authorised to deal direct with any of the 
counterparties on the approved lending list, where it can be shown that better 
rates of interest can be achieved than would otherwise be available through 
Brokers. 

Policy on Brokers’ services 
83 The Authority aims to achieve a spread of brokers, together with the use of direct 

dealing counterparties in order to secure suitable deals. 

Policy on taping of conversations 
84 The Authority does not currently tape telephone calls made to brokers.  It is 

understood that the broker firms used do tape all telephone conversations and 
deals are always confirmed by fax by the broker and the body receiving or paying 
over the money, these documents will be retained. 

Direct dealing practices 
85 The Authority aims to achieve a spread of counterparties in order to secure 

suitable deals. 
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Settlement Transmission Procedures 
86 On maturity of an investment or loan the broker / counterparty involved will always 

be contacted by the treasury management staff to confirm what the Authority’s 
intentions are with regard to the maturity and whether it is to be repaid. 

Documentation requirements 
87 Copies of all correspondence with brokers will be kept and made available for 

inspection. 

Arrangements Concerning the Management of Third-Party Funds 

88 The Council holds a number of trust funds.  The cash in respect of these funds is 
held in the Council’s bank account but transactions are separately coded.  Interest 
is given on credit balances at the average rate for internal balances for the year.   

TMP6 Reporting Requirements and Management Information 
Arrangements 
89 The Council will ensure that regular reports are prepared and considered on the 

implementation of its Treasury Management Policies; on the effects of decisions 
taken and the transactions executed in pursuit of those policies; on the 
implications of changes, particularly budgetary, resulting from regulatory, 
economic, market or other factors affecting its treasury management activities; 
and on the performance of the Treasury Management function. 

Annual Programme of reporting 
90 As a minimum, the Council will receive: 

a An annual report on the strategy and plan to be pursued in the coming year; 

b A summary annual report on the performance of the Treasury Management 
function. 

91 It is recognised that Audit & Governance are responsible for ensuring effective 
scrutiny of the Treasury Management Strategy Statement and activities and as 
such they will receive: 

a A copy of the annual report on the strategy and plan to be pursued in the 
coming year together with the treasury management prudential indicators; 

b A full annual report on the performance of the Treasury Management 
function, on the effects of the decisions taken and the transactions executed 
in the year to date, and on any circumstances of non-compliance with the 
Council’s Treasury Management Strategy Statement and TMPs. 

c Quarterly Monitoring Reports  

Annual Treasury Management Strategy Statement 
92 The Treasury Management Strategy Statement sets out the specific expected 

treasury management activities for the forthcoming financial year. This Strategy 
will be submitted to Cabinet and Full Council for approval before the 
commencement of each financial year. 
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93 The formulation of the Treasury Management Strategy Statement involves 
determining the appropriate borrowing and investment decisions in the light of the 
anticipated movement in both fixed and shorter-term variable interest rates.  For 
instance, the Council may decide to postpone borrowing if fixed interest rates are 
expected to fall, or borrow early if fixed interest rates are expected to rise.  

94 The Treasury Management Strategy Statement is concerned with the following 
elements: 

a The prospects for interest rates; 

b The limits placed by the Council on treasury activities; 

c The expected borrowing strategy; 

d The expected temporary investment strategy (including the appointment of 
fund managers); 

e Other issues. 

Policy on Interest Rate Exposure 
95 As required by section 45 of the Local Government and Housing Act, 1989, the 

Council must approve before the beginning of each financial year the following 
treasury management limits: 
a The overall borrowing limit; 

b The amount of the overall borrowing limit which may be outstanding by way 
of short-term borrowing; 

c The maximum proportion of interest on borrowing which is subject to variable 
rate interest.       

96 The S151 Officer is responsible for incorporating these limits into the Treasury 
Management Strategy Statement, and for ensuring compliance with the limits.  
Should it prove necessary to amend these limits, the S151 Officer shall submit the 
changes for approval to Cabinet before submission to the Full Council for 
approval. 

Annual Report on Treasury Management activity 
97 A summary annual report will be presented to Cabinet and Full Council at the 

earliest practicable meeting after the end of the financial year, but in any case by 
the end of September.  A full annual report with be presented to Audit & 
Governance Committee. This report will include the following:  
a A comprehensive picture for the financial year of all Treasury Management 

Policy, Practices and Schedules, plans, activities and results; 

b Transactions executed and their revenue (current) effects; 

c Report on risk implications of decisions taken and transactions executed; 

d Monitoring of compliance with approved policy, practices and statutory / 
regulatory requirements; 

e Monitoring of compliance with powers delegated to officers; 

f Degree of compliance with the original strategy and explanation of 
deviations; 
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g Explanation of future impact of decisions taken by the Council; 

h Measurements of performance; 

i Report on compliance with CIPFA Code recommendations. 

Management Information Reports 
98 Management information reports will be prepared every month by the Treasury 

Accountant and will be presented to the following officers:  
 

a Senior Accountant; 
b Group Accountant; 
c Service Director, Strategic Finance; 
d S151 Officer; 

99 These reports will contain the following information:  
 

a Summary of the Authority’s financial position for the current year and 
previous financial years; 

b Details of all current investments / loans; 
c Details of the Interest Budget and Interest Projections; 
d All notes relevant to the Treasury Management function, including where 

applicable the reasons behind and the impact of any decisions made. 

Periodic Monitoring Committee Reports 
100 Interim reports will be prepared where significant matters arise that need to be 

reported to Audit & Governance Committee. 

TMP7 Budgeting, Accounting and Audit Arrangements 
101 The responsible officer will prepare, and the Council will approve and, if 

necessary, from time to time amend, an annual budget for treasury management, 
which will bring together all of the costs involved in running the Treasury 
Management function, together with associated income.  The matter to be 
included in the budget will at minimum be those required by statute or regulation, 
together with such information as will demonstrate compliance with TMP1 Risk 
Management, TMP2 Best Value and Performance Measurement, and TMP4 
Approved Instruments, Methods and Techniques.  The S151 Officer will exercise 
effective controls over this budget, and will report upon and recommend any 
changes required in accordance with TMP6 Reporting Requirements and 
Management Information Arrangements. 

102 The Council will account for its treasury management activities, for decisions 
made and transactions executed, in accordance with appropriate accounting 
practices and standards, and with statutory and regulatory requirements in force 
for the time being. 

103 The Council will ensure that its auditors, and those charged with regulatory review, 
have access to all information and papers supporting the activities of the Treasury 
Management function as are necessary for the proper fulfilment of their roles, and 
that such information and papers demonstrate compliance with external and 
internal policies and approved practices.  
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Statutory/Regulatory Requirements 
104 The treasury management budget and interest budget will be set as part of the 

Council’s main budget setting process as required by the Council. Treasury 
Management is subject to an annual audit by Internal Auditors and is also audited 
by External Audit as part of the main financial audit. 

TMP8 Cash and Cash Flow Management 
105 Unless statutory or regulatory requirements demand otherwise, all monies in the 

hands of the Council will be under the control of the S151 Officer, and will be 
aggregated for cash flow and investment management purposes.  Cash flow 
projections will be prepared on a regular and timely basis, and the S151 Officer 
will ensure that these are adequate for the purposes of monitoring compliance as 
per paragraphs 11-13 Liquidity Risk Management. The present arrangements for 
preparing cash flow projections, and their form, are set out below. 

Arrangements for preparing/submitting Cash Flow Statements 
106 The Group Accountant with responsibility for treasury managements will prepare a 

rolling cash flow forecast which will cover at least 12 months, based on information 
gathered from within the Council. This cash flow forecast will be continually 
updated as new information is received. The cash flow forecast will contain 
information for every day of the year for all bank accounts. 

Listing of sources of information 
107 Information will be provided to the Treasury Management function by other 

members of Financial Services and the Council in general. 

Bank Statements procedures 
108 Bank statements are received daily and retained.  Summary bank statements are 

also available in electronic format through the use of treasury management 
software. 

TMP9 Money Laundering 
Proceeds of Crime Act 2002 
109 The Proceeds of Crime Act (POCA) 2002 consolidated, updated and reformed 

criminal law in the UK in relation to money laundering.  The principal offences 
relating to money laundering are: 
a Concealing, disguising, converting, transferring or removing criminal property 

from England and Wales, from Scotland or from Northern Ireland; 

b Being concerned in an arrangement which a person knows or suspects 
facilitates the acquisition, retention use or control of criminal property; 

c Acquiring, using or possessing criminal property. 

 

110 Other offences include failure to disclose money laundering offences, tipping off a 
suspect either directly or indirectly, and doing something that might prejudice an 
investigation. 

111 Organisations pursuing relevant businesses were required to appoint a nominated 
officer and implement internal reporting procedures; train relevant staff in the 
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subject; establish internal procedures with respect to money laundering; obtain, 
verify and maintain evidence and records of the identity of new clients and 
transactions undertaken and report their suspicions. 

The Money Laundering Regulations 2007 
112 In December 2007, the UK Government published the Money Laundering 

Regulations 2007, which replaced the 2003 Regulations. 

113 CIPFA believes that public sector organisations should “embrace the underlying 
principles behind the money laundering legislation and regulations and put in 
place anti money laundering policies, procedures and reporting arrangements 
appropriate and proportionate to their activities”.   

114 Principle: The Council is alert to the possibility that it may become the subject of 
an attempt to involve it in a transaction involving the laundering of money.  
Accordingly, it will maintain procedures for verifying and recording the identity of 
counterparties and reporting suspicions, and will ensure that staff involved in this 
are properly trained.  

Procedures for establishing identity / authenticity of lenders 
115 The Council does not accept loans from individuals.  All loans are obtained from 

the PWLB, Local Authorities or Other Public Bodies or from authorised institutions 
under the Banking Act 1987: (the names of these institutions appeared on the 
Bank of England quarterly list of authorised institutions until 1 December 2001 
when the Financial Services Authority (FSA) took over the responsibility for 
maintaining a register of authorised institutions.  This register can be accessed 
through their website on www.fsa.gov.uk). 

Methodology for identifying sources of deposit 
116 These will be arranged through authorised money brokers or by direct dealing. 

TMP10 Staff Training and Qualifications 
Details of approved training  
117 The Council recognises the importance of ensuring that all staff involved in the 

Treasury Management function are fully equipped to undertake the duties and 
responsibilities allocated to them. It will therefore seek to appoint individuals who 
are both capable and experienced and will provide training for staff to enable them 
to acquire and maintain an appropriate level of expertise, knowledge and skills.  
The S151 Officer will recommend and implement the necessary arrangements. 

118 The S151 Officer will ensure that Council Members tasked with treasury 
management responsibilities, including those responsible for scrutiny, have 
access to training relevant to their needs and responsibilities. 

119 Those charged with governance recognise their individual responsibility to ensure 
that they have the necessary skills to complete their role effectively. 

120 The treasury management staff have attended training courses provided both by 
the Council’s advisors and other organisations. The Group Accountant with 
responsibility for treasury management will ensure that a proactive approach is 
taken to continually keeping abreast of changes within the treasury management 
field. 
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Approved Qualifications for Treasury Staff 
 

- S151 Officer  

- Assistant Chief Financial Officer CPFA 

- Finance Manager - Technical CPFA 

- Treasury Accountant AAT 

121 The S151 Officer can determine that an approved qualification is not required if 
the member of staff has appropriate expertise and knowledge to carry out the 
responsibilities outlined in the Treasury Management Policy, Practices and 
Schedules. 

Statement of Professional Practice (SOPP) 
122 Where the S151 Officer is a member of CIPFA, there is a professional need for the 

CFO to be seen to be committed to professional responsibilities through both 
personal compliance and by ensuring that relevant staff are appropriately trained.  

Other staff involved in treasury management activities that are CCAB members 
must also comply with the SOPP. 

Member training 
123 Council Members tasked with treasury management responsibilities should be 

trained in the areas of their responsibility. 

Those charged with governance must recognise their individual responsibility and 
ensure that they have the necessary skills to complete their role effectively. 

TMP11 Use of External Service Providers 
124 The Council recognises that responsibility for treasury management decisions 

remains with the authority at all times. 

It recognises the potential value of employing external providers of treasury 
management services, in order to acquire access to specialist skills and 
resources.  When it employs such service providers, it will ensure it does so for 
reasons which will have been submitted to a full evaluation of the costs and 
benefits.  It will also ensure that the terms of their appointment and the methods 
by which their value will be assessed are properly agreed and documented, and 
subjected to regular review.  It will ensure, where feasible and necessary, that a 
spread of service providers is used, to avoid over reliance on one or a small 
number of companies.  Where services are subject to formal tender or re-tender 
arrangements, legislative requirements will always be observed.  The monitoring 
of such arrangements rests with the Service Director, Strategic Finance. 

125 The terms of appointment of all consultants are assessed and properly agreed and 
documented. 

Details of Contracts with Service Providers, including Bankers, Brokers, 
Consultants, Advisers 

 

a Banking services 

b Name of supplier of service - HSBC 
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c Contract commenced 1 April 2017 

d Money-broking services - No contract exists 

e Cash/fund management services – No contract exists 

f Consultants’/advisers’ services 

g Name of supplier of service Link Asset Services – Treasury Solutions  

h Software suppliers – No contract exists 

i Credit rating agencies 

j The Council will make use of any information supplied by Moody’s, Standard 
and Poor’s and Fitch 

k Procedures and frequency for tendering services   

l This will be in accordance with the Council’s Standing Orders. 

TMP12 Corporate Governance 
126 The Council is committed to the pursuit of proper corporate governance 

throughout its businesses and services, and to establishing the principles and 
practices by which this can be achieved.  Accordingly, the Treasury Management 
function and its activities will be undertaken with openness and transparency, 
honesty, integrity and accountability. 

127 The Council has adopted and has implemented the key recommendations of the 
Treasury Management Code of Practice as updated. This, together with the other 
arrangements detailed below, are considered vital to the achievement of proper 
corporate governance in treasury management, and the S151 Officer will monitor 
and, if and when necessary, report upon the effectiveness of these arrangements. 

Stewardship responsibilities 
128 The S151 Officer ensures that systems exist to deliver proper financial 

administration and control and maintaining a framework for overseeing and 
reviewing the Treasury Management function. 

List of documents to be made available for public inspection 
129 The following documents are freely available for public inspection: 

- Annual Statement of Accounts; 

- Budget Book; 

- Medium Term Financial Plan (including Capital); 

- Treasury Management Policy, Practices and Schedules; 

- Treasury Management Strategy; 

- Budget monitoring reports; 

- Annual Treasury Report; 
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          APPENDIX 5 
 

Equality Impact Needs Assessment 
 

The Diversity Promise – Making it Happen! 
 

 

Title of 
Policy/Service/Project 

Medium Term Financial Plan 2018/18 – 2020/21 
and the Budget 2018/19 
 

Corporate Lead 
Julian Osgathorpe, Executive Director (Corporate 
Services) 

Service Director 
Adam Richens, Service Director, Strategic 
Finance 

Members of the 
Assessment Team: 

Samuel Johnson/Shaun Darcy/Tina Worthing/Jo 
Collis-Heavens/Paul Whittles 

Date assessment 
completed: 

18th January 2018 

 
About the Policy/Service/Project: 

1 Content 
The Equality Impact Needs Assessment of the Medium-Term Financial Plan 2018/19 
– 2020/21 and the Budget 2018/19 deals with: 
a The potential impact of the Medium Term Financial Plan 2018/19 – 2020/21 and 

the Budget 2018/19 (MTFP and Budget) on equality issues that have an impact on 
residents, customers, the workforce and Councillors. 

b Any equality and diversity risks arising from acceptance and implementation of the 
MTFP and Budget, restructuring and adjustments to the workforce or conditions of 
service and possible ways to minimise risks that mitigate the negative impacts 
where they are identified. 

 

 

1.1 The MTFP and Budget, and the Councils equality objectives can be found at 
Equality and Diversity 
 

1.2 Name of Policy/Strategy/Procedure/Project/Proposal:  
      Medium-Term Financial Plan 
Aim: To set an annual balanced Budget to ensure resources are allocated to key service 

priorities and the achievement of strategic objectives. 

  
 

1.3  Introduction 
a The proposed MTFP and Budget respond to current and on-going financial 

pressures and support the Council’s ambition to maintain improved outcomes 
for local residents, visitors and staff, whilst simultaneously protecting front-line 



2 

services. The document also demonstrates the Council’s on-going commitment 
to address issues of inequality in health outcomes and social deprivation within 
the Borough, as identified in the Joint Strategic Needs Assessment of 
Bournemouth and Poole, as well as the strategic assessments of Boscombe 
and West Howe and as referenced in ’Ambition 2020’ our Corporate Plan. 
 

b Over the last ten years the Council has established a robust financial strategy to 
deliver key priorities and maintain frontline services, regenerate our most 
deprived wards and reinvigorate the local economy whilst minimising costs to 
local Council Tax payers. The Council has risen to the challenges laid before it 
and successfully achieved these strategic aims during a period of 
unprecedented turmoil. Instability in financial markets, recession and the 
implementation of significant cuts in Central Government funding during the 
global financial crisis and the subsequent economic downturn in the UK has led 
to increased demands on services such as Housing and Benefits. 

 
c In addition to the above the Council is mindful that there is a need to mitigate 

the impact of further substantial cuts in government funding in 2018/19. 
 

d The demographics of the local population have seen significant shifts upwards 
in the number of Black and Ethnic Minority (BME) and over 85s in the Borough. 
The 2011 Census found that 26% of Bournemouth’s population had a ‘long-term 
health problem or disability’. In 2007, Bournemouth and Poole PCT’s Strategic 
Review reported that 28% of the population had a ‘long-term illness or 
disability’. Given the ageing demographic within the conurbation, we can be 
confident that these numbers will increase in the future. There have been 
significant and sustained increases in birth rates over recent years and 
increased numbers of children in the primary sector who will need secondary 
school places from 2019 onwards. Current capacity is exceeded so the 
shortage of spaces from 2019 means the Council needs to consider how it will 
discharge its statutory obligations if it is to provide sufficient school places. 

 
e There continues to be increasing demand for linked Adults and Children’s 

services such as Safeguarding and Adult Social Care. This may be due to care 
needs presented by an increasing and older population as well as the number 
of disabled people with complex physical, mental and learning disabilities.  

 
f The issues above create significant challenges to the Council in terms of 

balancing and developing the MTFP and Budget. The document proposes a 
sound financial footing that addresses the hurdles the Council must negotiate 
and takes account of equality and Human Rights where relevant, and maintains 
the commitment to advance equality and maintenance of frontline services 
wherever there is an opportunity to do so. 

 
g In summary, the MTFP and Budget, as proposed, supports delivery of key 

policy outcomes, meets Administrative priorities, delivers on equality objectives 
and takes account of statutory responsibilities. They balance the achievement 
of financial savings and improved outcomes for Bournemouth residents and 
Council staff, and the advancement of equality. 
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h Doing the Equality Analysis enables us to maintain our organisational 
commitment to protect our front-line services, tackle inequality and 
disadvantage, whilst making the difficult decisions required to support improved 
and transparent decision making; fulfil our legal obligations to deliver a 
balanced Budget and have ‘due regard’ to the need to advance equality and 
eliminate discrimination. 

 

1.4  Are there any associated services, policies or procedures? 
 

Yes 
 

If ‘Yes’, please list below: 
 

a Recruitment and Selection Policy; 
 
b Redundancy Policy; 
 
c Equality Impact Assessment Guidance; 
 
d Organisational Development Strategy; 
 
e Equality for All – Single Equality Scheme;  
 
f The Governments Comprehensive Spending Review; 
 
g Local Government settlement for 2018/19; 
 
h The Equality Act 2010; 
 
i Bournemouth Borough Council equality and diversity policy. 
 

1.5  List the main people, or groups of people, that this policy/service/project is 
designed to benefit and any other stakeholders involved? 

 

It is expected that the organisation will run as effectively as possible and mitigate 
any risks resulting from significant reductions in Government funding. The proposal 
will enable the Administration to deliver its priorities and statutory responsibilities 
and afford a degree of protection for staff jobs. 

 

Will this policy/service/impact on any other organisation, statutory, voluntary or 
community and their clients/service users? 

 

a Local Residents 
 

b Local Council Tax Payers 
 

c Council Staff 
 

d Clients of all Council services, specifically Adult and Children’s Services 
 

e Schools and Academies 
 

f Voluntary and Community Sector led organisations 
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BACKGROUND 
 
1 The purpose of this assessment is to ensure that whilst setting a balanced Budget 

in accordance with the development of the Medium Term Financial Plan that 
Bournemouth Council pay ‘due regard’ to equality in accordance with its statutory 
duties under the Equality Act 2010.  The public sector equality duty, gives public 
authorities a legal responsibility to provide this protection and make decisions 
which are fair and transparent, including the allocation of public money. 

 
2 The Council also has a responsibility to ensure available resources are allocated to 

key service priorities and the achievement of strategic objectives as well as 
meeting on-going service commitments to its customers. 

 
3 The production of the MTFP is a collaborative piece of work with Portfolio Holders, 

the Executive Team and Service Directors working closely together.  Service 
Directors specifically are responsible for ensuring any proposed changes have 
properly considered the Equality and Diversity policy of the Council and 
demonstrate ‘due regard’ for any impact on anyone with any of the protected 
characteristics.  In many cases savings put forward as part of the MTFP are the 
result of specific business cases which in their own right will have considered 
equality issues. 

 
4 The Council is committed to the achievement of its equality objectives and to 

improving the quality of life for the most vulnerable in our communities. 
 

5 The Council aims to ensure that there is fair access to services and that they are 
accessible and responsive to need. That ‘due regard’ to equality is embedded 
within decision making processes where relevant. These principles are not only 
essential elements of the MTFP and Budget, but are also critical to the Council’s 
aspirations to become a leaner, more efficient local authority that delivers high 
quality responsive services with customer care and satisfaction at its centre.  

 
6 The MTFP and Budget report to Cabinet and Full Council from the Leader and the 

Section 151 Officer outlines the radical changes to the way Bournemouth Borough 
Council is funded, subsequent reduction in funding as well as the impact of 
reduced revenue collection and further financial challenges that lie ahead. 

 
7 The MTFP and Budget proposed by the Chief Financial Officer ensures that 

Service Unit budgets reflect changing organisational and customer needs. 
 
8 There are significant changes to the demographics of Bournemouth as identified by 

the 2011 Census such as the 12% increase in the local population from 164,000 to 
194,500; substantial increase in BME communities from 7.2 % to 16.4%, the rise in 
the 70 plus age group, and the increasing number of young people under five years 
of age.  These are all factors that have been absorbed to date and already leading 
to pressures through higher demand on the Council’s resources and services, 
which impacts the Council’s ability to protect frontline services and maintain staffing 
levels and advance equality and fairness as it would desire. 

 

9 Bournemouth Council is already under significant financial pressure as a result of 
transferred responsibilities such as Public Health and the Care Act. Pressure also 
exists due to significant and sustained increase in demand for services such as 
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Housing, Benefits, Safeguarding, Adult and Children’s Social Care and school 
places. This is in a climate where significant savings have been realised in a bid to 
bridge the gap between the Council’s income and demand on its resources. 
 

10 The Council has created a number of strategic partnerships to increase and 
improve the local housing stock and bring forward the opportunity for inward 
investment to support the regeneration of key areas of the Town. 
 

11 The MTFP and Budget detail a number of savings that have been made to date in 
order to protect priority services and people when they are at the most vulnerable 
such as children who no longer reside with their families and the increasing 
numbers of older people in the town thereby advances equality. The Council also 
takes account of its statutory and discretionary services, with statutory services 
taking priority. 

 
12 During the Budget setting process each year the Council takes the opportunity to 

consider the reprioritisation of the organisation and its customer needs. Equality 
analysis elsewhere indicates that some groups are more than likely than others to 
be disproportionately impacted as a result of the current economic situation in 
which Bournemouth Borough Council’s MTFP and Budget is being set, therefore 
equality analysis is not only a statutory obligation but is essential to protect front 
line services and those people and communities of the town at times when they are 
at their most vulnerable. 

 
13 The Council has set out on an ambitious programme to achieve savings and better 

balance its Budget and is resolute in driving out inefficiencies in its processes and 
services.  

 
14 The reasons for the proposed MTFP and Budget are clear within the document as 

are a number of equality objectives. 
 

15 The body of the report also details two risks to the MTFP and Budget specifically 
related to equality impacts.  These are: 
 
a Failure to respond to the needs arising from a changing demography; 
 
b Failure to protect staff and service users from abuse and harm. 
 

16 The MTFP and Budget reflect the Council progress through the current 
administration. The MTFP focuses on the financial viability of the Council and the 
delivery of efficiency savings. Ultimately, it means there are areas of the 
organisation that will be impacted differently and that some protected 
characteristics may be disproportionately and adversely affected at different times 
according to different profiles that are to be found within the service units. 
Consequently, the level of impact that the MTFP and Budget will have on specific 
protected characteristics between 2018 and 2021 will vary as the impact of the 
Council’s revenue reduction accumulates. 
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Assessing the Impact of the proposals on the workforce 
 

Diversity Monitoring  
 

17 The Council collects diversity monitoring data on employees (as at December 
2017) for six of the nine ‘Protected Characteristics’ as defined by the Equality Act 
2010. The data shows that 2,210 staff are employed, of which 60.58% are full-time 
and 39.42% part-time. The Council staff profile shows 64.07% of staff are female 
with an average age of 45 years and six months and 35.93% male with an average 
age of 46 years and 5 months. Approximately 2.38% declare a minority ethnic 
background. Approximately 3.14% of staff self-define as being a disabled person, 
1.84% gay or lesbian and 0.42% bi-sexual, 53.18% define themselves as 
heterosexual and 6.81% prefer not to say and no data is recorded for this 
characteristic for 30.14%. 

 
18 At present the Council does not collect data on the percentage of staff that are 

married or in civil partnerships nor pregnancy and maternity statistics. With regards 
to religion 28.18% of staff self-define as Christian, 16.01% as no religion, 7.82% 
prefer not to say, 4.26% as Atheists and 29.85% unknown.  

 

‘Due regard’ 
 

19 The main impacts of the MTFP and Budget proposals on the workforce will be 
through redundancy and changes to working practices/workload.  All vacancies are 
considered before being filled to reduce the impact of any workforce changes on 
current employees.  It is appropriate to consider the workforce profile in all areas to 
ensure that ‘due regard’ to equality is paid prior to Cabinet reaching a decision 
whether to accept the MTFP and Budget as put forward. Where plans are already 
in place Service Directors should be able to demonstrate due regard prior to any 
decision being made.  In some areas the final detail of the changes has not yet 
been worked through – where this is the case Service Directors will have to show 
that any decision was made following the Councils Equality and Diversity policy, 
including the impact on anyone with a protected characteristic, and that due regard 
has been given. Considerations will include the male/female split of any affected 
group compared to the Council’s structure. 

 
Impact of the proposal and equality 

20 The Budget proposal as set out is necessary and takes account of the impact of 
the reduced budgets available to deliver Council services and the impact on 
equality. The MTFP and Budget contain provisions to meet the anticipated increase 
in demand for services by taking advantage of the flexibility given by the 
Government to increase Council Tax by 3% specifically for Adult Social Care.  An 
additional £5.5m has been allocated to Children’s services and Adult Social Care 
as a gross pressure (an increase of 6.9%).  
 

21 The reduction in the Council’s staff costs and demographic changes clearly has 
implications for the sustainability of services at current levels. It is apparent that the 
pressure on services is exacerbated and will grow as a result of significant 
increases in the local population, number of children that will require primary school 
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places, looked after children, aging population and increased number of black and 
minority ethnic residents. 

 
 
Action Plan 

 
Include: 

 

a What has/will be done to reduce the negative impacts on groups as identified 
above.   

 

b The arrangements for monitoring the actual impact of the policy/service/project 
 

Issue identified 
Action taken/ 

required to reduce 
impact 

Timescale 
Respons-

ible 
officer 

Which 
Business 
Plan does 
this action 
link to e.g. 

Service 
Equality 
Action 

Plan/Team 
Plan 

 
Impact of increased 
demand on Adult 
Social Care and 
Children’s Services 
 
Reduce the impact 
on female and part-
time staff 
 

 
Increase in base 
budget of £5.5m for 
both areas 
 
 
Monitor impact of any 
change to working 
practice 

 
 

 
 

 
 
Ambition 
2020 
 
 
Equality for 
All 

 

Potential 
redundancies 

 

Offer redeployment 
opportunities across 
the Council with limited 
protection in 
accordance with 
statutory obligations 
and Council Policy 
 

 
 
 

 

Equality for 
All 

Proposed service 
changes impact 
disproportionately 
on groups with 
protected 
characteristics 

Service Directors 
ensure that Council 
Equality and Diversity 
policy followed and 
due regard is 
considered prior to any 
decisions being taken. 
Where savings are 
supported by a 
separate business 
case a separate 

  

Ambition 
2020 
 
Corporate 
Plan 
 
Equality for 
All 
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equality assessment 
will be carried out. 

 
 
 
 

Name of 
Policy/Service: 

Medium Term Financial Plan 2017/18 – 2019/20 and the Budget 
2017/18 

Date of 
Assessment: 18 January 2018 

Name of lead 
officer: Adam Richens 

Job title of lead 
officer: Service Director, Strategic Finance 
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Document Control 
 
 
Policy title Pay Policy Statement: 01 April 2018 to 31 March 2019 
Policy owner Executive Director, Corporate Services  

Policy author Joint Service Director Human Resources and OD 

Current version Version 8 

Effective from 
date 01 April 2018 

Approval body Special Council 

Approval date  

Review 
frequency Annual 

Next review due 31 March 2019 

 
Revision History  
 

Date Version Summary of Changes 
Section(s) 
Changed 

26/01/2012 2 

• Document control sheet amended to 
meet the agreed Policy Quality 
Standards.  

• Policy statements moved from 
section 6 to section 4 

• Appendices were re-ordered and will 
be  provided as hyperlinks where 
possible to reduce the size of the Pay 
Policy Statement 

• Font changed 

4 and 6, 
appendices 

01/02/2012 3 

• Paragraph number added 

• Definition added for Chief Officers 

• Definition of ratios and ‘lowest salary’ 
added 

• Service Director details added 

• Extract from 2010/11 accounts added  

• EINA made appendix D 

3 and 5, 
appendices 

18/12/2013 4 

• Salaries and ratios updated with 
2012/13 figures 

• A new paragraph added which  
provides for the opportunity for Full 
Council to vote on new salary 
packages in excess of £100,000 

• The discretionary enhancement of 
redundancy pay is removed. 

• The opportunity for Full Council to 
vote on severance packages in 
excess of £100,000 is added. 

Section 5.2 
Section 5.5 
Section 5.10 
 
 
 
Section 6.1 
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• Remove Reward and Recognition 
Management Board and replace by 
CMT 

• EINA updated 

15/01/2015 
 

5 

• Updated figures 

• Updated paragraph 7 to include Chief 
Officers 

• Updated paragraph 9 to update 
figures 

 

16/06/2015 6 
New Policy in relation to employer 
discretion under the Local 
Government Pension Scheme 

Appendix A 

12/01/2017 7 
• Updated information regarding Full 

Council vote on severance packages 

• EINA updated 

Paragraph 14 & 
Appendix B 

09/01/2017 8 
• Removed references to Chief 

Executive to now reflect Managing 
Director  

Paragraph, 
3,5,8,9 a,b,c and 
EINA 

09/01/2017 8 

• Updated figures from the 2016/17 
Statement of Accounts  

• Updated figures for requirement 
Section 38(1) 

Appendix C 
 
Paragraph 9 
 

09/01/2017 8 
• Updated reference in regards to the 

Head of HR, now Joint Service 
Director for Human Resources & OD 

Appendix A 
EINA 
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Equalities Impact Assessment   
 
Assessment date 12 December 2017 
Assessment 
location Attached as Appendix D 

 
Freedom of Information Act Exemption 
 
FOI Exempt? YES/NO 

 
 
Document Location 
 
Once approved, the source of this document will be found within the corporate fileplan or 
intranet. 
 
Document Distribution 
 
Copy of this document has been externally distributed upon publication to: 
 

Name Organisation 
Date of 
Issue 

Version 

    

 
This document is uncontrolled if printed. A printed copy of this document should be 
considered valid only on the day it was printed. 
 
Alternative Document Formats   
  
Format Location 
  

 
Why do we have this policy? 
 
Reason 
 
1 This policy is established to meet requirement of section 38(1) of the Localism Act 

(2011).  
 

Purpose 
 
2 The purpose of this policy is to provide transparency on the salaries of Chief Officers 

of the Council, how those salaries are set and other issues related to the pay of Chief 
Officers.  

 
 
 
Who must comply with the policy? 
 
3 Chief Officers are defined as the Managing Director and Executive Directors of 

Bournemouth Borough Council who must comply with this policy. 
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Who else should be aware of this policy? 
 
4 This policy will be published on the Council’s website to ensure that all Council staff, 

Councillors, Bournemouth residents and local businesses have access to it. 
 
What is this policy? 
 
5 The salaries of the Managing Director and Executive Directors are set by the Leader 

and Deputy Leader of the Council on advice from the South West Local Government 
Employers Association and having regard for the Chief Executive and Chief Officers’ 
national pay scales. 

 
6 In accordance with the supplementary guidance on Section 40 of the Localism Act, 

full council will be given the opportunity to vote on salaries to new employees if the 
salary package is in excess of £100,000 per annum. 

 
7 The salaries for these staff will be increased in line with national pay awards agreed 

by Joint National Committee (JNC) for Chief Executives and Chief Officers unless 
financial constraints prevent the required funding from being available. In this case, 
some lesser figure or no increase will be applied. 

 
8 The Managing Director and Executive Directors are employed on JNC conditions of 

service. 
 
9 Section 38(1) requires the following information to be published annually as part of 

the policy: 
 

a The Managing Director’s base salary for 2017/18 is £127,893, receives a 
pension contribution of £19,440 and an NI contribution of £16,523 giving a total 
£163,856 per annum (excluding expenses allowance). 

 
b The median full time equivalent salary for staff for 2017/18, excluding 

employees paid on national scales known as Soulbury grade staff, youth 
workers and employees in schools, is £24,964, with a pension contribution of 
£3,795 and a NI contribution of £2,325 giving a total of £31,084. The ratio 
between this salary and the salary of the Managing Director is 1:5.3.  

 
c The lowest full time equivalent salary is £15,014, with a pension contribution of 

£2,282 and a NI contribution of £681 giving a total of £17,977. The ratio 
between this salary and the salary of the Managing Director is 1:9.1. 

 
d These ratios are published in line with the recommendations of the Hutton 

review of Fair Pay in the Public Sector. This review also recommends that local 
authorities define what they mean by ‘lowest salary’. 

 
e The lowest salary is defined as the full time equivalent salary of employees in 

receipt of the lowest salary point of the salary and grading structure for 
Bournemouth Council employees who are not covered by Soulbury or youth 
workers national scales.  This salary structure, called the BG07 salary and 
grading structure, is the result of a review of all jobs not covered by national 
bargaining arrangements and was established using the Greater London and 
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Provincial Council’s job evaluation system.  This review was carried out jointly 
with Management and the two trade unions recognised for collective bargaining 
purposes, namely UNISON and GMB and the result of the review implemented 
under the provisions of the BG07 Collective agreement signed in June 2010.  
The agreement is available on the Council’s website.  The bottom spine point 
salary is the lowest pay for the smallest jobs, in job evaluation terms, in the 
authority. 

 
f The salaries of Service Directors, the posts that report into Executive Directors, 

and other employees not covered by nationally agreed pay scales, are 
determined under the Council’s job evaluated pay and grading structure, BG07 
and are subject to the provisions of the BG07 Collective Agreement. 

 
g An extract from the annual statement of accounts for 2016/17 is given in 

Appendix C which gives details of the payments made to Chief Officers in 
2016/17. 

 
h Whilst it is the Council’s policy to recruit on the minimum of a pay scale, due 

regard will be taken of the prevailing market rates. 
 
i Incremental progression does not apply to Chief Officers. 
 
j Returning Officer fees for general elections which are set by government and 

for local elections agreed by Dorset County Council are available to the 
Managing Director. 

 
k No other fees are paid to Chief Officers but they are able to make claims under 

the Council’s Business Travel and Subsistence policy. 
  
l Payments for working hours additional to contractual hours are not made. 

 
10 The Council publishes the total remuneration of Chief Officers and Service Directors 

as part of the annual statement of accounts on its public website. 
 

11 The decision to employ Chief Officers, who were previously employed by the Council 
and left with a severance or redundancy payment, will be based on the applicants’ 
suitability for the post.  No deductions will be made from the remuneration package, 
providing the employment is more than four weeks from the original date of 
termination.  In the event that the employment is within four weeks of the original 
termination, the employee will have to reimburse any redundancy payments to the 
previous employer if they have been made to them. 

 
12 The Council’s policy is to usually employ Chief Officers under employment contracts, 

not under a contract for services. 
 

13 The decision to employ Chief Officers who are in receipt of a Local Government 
Pension Scheme or Fire fighter pension (whether their previous service was with the 
same authority or not) is dependent on the applicants suitability for the post. The 
remuneration will be set in line with the Chief Executive and Chief Officers’ national 
pay scales, the going market rate and affordability. 
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14 An outline of the Council’s policy with respect to redundancy is given in Appendix B. 
The supplementary guidance on the implementation of section 40 of the Localism Act 
2011 provides that the full council is given the opportunity to vote on severance 
payments over £100,000. Where severance packages contain any discretionary 
element and exceed £100,000 Full Council should consider and, that in other cases 
where contractual payments are made which exceed this threshold, an annual report 
is made which includes reference to such cases for transparency purposes. 

 
15 The policy in relation to employer discretions under the Local Government Pension 

scheme is given in Appendix A. 
 
How is this policy implemented?  
 
Procedures 
 
16 This policy is reviewed annually by the Corporate Management Team and any 

recommendations for change will be made to the Cabinet for approval. 
 
Supporting information 
 

17 The Localism Act (2011) is available on the Parliament website here: 
http://www.legislation.gov.uk/ukpga/2011/20/pdfs/ukpga_20110020_en.pdf  

 
18 The Council is required by law to review its Pay Policy Statement annually.  Each 

subsequent statement must be prepared and approved before the 31 March 
immediately proceeding the financial year to which it relates. 

 
19 Related Council policies and supporting documents: 
 

• The Council’s Business Travel and Subsistence Policy 

• The Council’s policy in relation to employer discretions under the Local 
Government Pension scheme  

• The Council’s policy in relation to employer discretion under the Local 
Government (Early Termination of Employment) (Discretionary Compensation) 
(England and Wales) Regulations 2006  

• BG07 Salary and grading structure: 
http://biz/HROnline/Pages/BG07GradingStructure.aspx 

• BG07 Collective agreement 
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Appendix A 
 

BOURNEMOUTH BOROUGH COUNCIL (“THE COUNCIL”) 
 

POLICY IN RELATION TO EMPLOYER DISCRETIONS UNDER THE LOCAL 
GOVERNMENT PENSION SCHEME 

 
This document forms the Council’s policy in relation to the various discretions available to 
it in respect of the Local Government Pension Scheme. Part A records the Council’s policy 
in respect of Regulations 12, 16, 30 and 31 of the Local Government Pension Scheme 
(Benefits, Membership and Contributions) Regulations 2013 (“Benefits Regulations”), as 
required by Regulation 66 of the Local Government Pension Scheme (Administration) 
Regulations 2008 (“Administration Regulations”). Part B refers to the other discretions 
available to the Council but for which it is not a requirement to publish a formal policy.  
References to specific Regulations are to the Benefits Regulations. 
 
This policy does not form part of employees’ terms and conditions of employment and the 
Council may repeal, review or amend its policy at any time. 
 
PART A 
 

Regulation Policy 
 
Regulation 16 [R] –  
 
Power of employing authority to contribute to a 
shared cost APC scheme  
   
Whether, how much, and in what 
circumstances to contribute to a shared cost 
APC scheme.  
 
 

 
 
 
 
 
On the basis of cost implications, the Council 
will not enter into a shared cost APC scheme 

 
Sch 2, para 2 (2) & (3) [TP]  
   
Power of employing authority to apply 85 Year 
Rule before age 60  
   
Whether to "switch on" the 85 Year Rule for a 
member voluntarily drawing benefits on or after 
age 55 and before age 60.  
   
 
 
Whether to waive, on compassionate grounds, 
the actuarial reduction applied to benefits from 
pre 01/04/2014 membership where the 
employer has "switched on" the 85 Year Rule 
for a member voluntarily drawing benefits on or 
after age 55 and before age 60. 
 

 
 
 
On the basis of cost implications, only in 
exceptional circumstances would the Council 
switch on the 85 Year Rule and the 
consideration of this issue would be delegated 
to the Cabinet Member with the portfolio for 
Resources in consultation with the Executive 
Director and the Section 151 Officer. 
 
On the basis of cost implications, only in 
exceptional circumstances would the Council 
consider waiving any required actuarial 
reduction to such benefits and the 
consideration of this issue would be delegated 
to the Cabinet Member with the portfolio for 
Resources in consultation with the Executive 
Director and the Section 151 Officer. 
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Regulation Policy 
Regulation 30 (6) & (8) [R] and 11 (2) [TP]  
   
Flexible retirement  
   
Whether all or some benefits can be paid if an 
employee reduces their hours or grade (flexible 
retirement).  
   
   
   
Whether to waive, in whole or in part, actuarial 
reduction on benefits paid on flexible 
retirement.  
 
 

 
 
 
The Council will consider requests for Flexible 
Retirement in accordance with the agreed 
Flexible Retirement Policy and Procedure. 
 
 
 
 
On the basis of cost implications, only in 
exceptional circumstances would the Council 
consider waiving any required actuarial 
reduction to such benefits and the 
consideration of this issue would be delegated 
to the Cabinet Member with the Portfolio for 
Resources in consultation with the Executive 
Director and the Section 151 Officer. 
 
 
 
 
 

 
Regulation 30 (8) [R]  
   
Power of employing authority to waive  
actuarial reduction  
   
 
Whether to waive, in whole or in part, actuarial 
reduction on benefits which a member 
voluntarily draws before normal pension age.  
 

 
 
 
On the basis of cost implications, only in 
exceptional circumstances would the Council 
consider waving any required actuarial 
reduction to such benefits and the 
consideration of this issue would be delegated 
to the Cabinet Member with the Portfolio for 
Resources in consultation with the Executive 
Director and the Section 151 Officer. 
 
 
 

Regulation 31 [R]  
   
   
Power of employing authority to grant 
additional pension  
   
Whether to grant additional pension to an 
active member or within 6 months of ceasing to 
be an active member by reason of redundancy 
or business efficiency (by up to £6,500 p.a.).  
 

 
 
 
Due to cost implications, only in exceptional 
circumstances will additional pension be 
granted and the consideration of this issue 
would be delegated to the Cabinet Member 
with the Portfolio for Resources in consultation 
with the Executive Director and the Section 
151 Officer. 
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Regulation Policy 
Regulation 12 [B]  
   
Power of employing authority to grant 
additional pension  
   
Whether, for a member leaving on the grounds 
of redundancy or business efficiency on or 
before 31 March 2014, to augment 
membership (by up to 10 years).  The 
resolution to do so would have to be made 
within 6 months of the date of leaving.  
   
DISCRETION SPENT ENTIRELY AFTER 30 
SEPTEMBER 2014. 

NOT ADOPTED 

Regulation 30 (2) & (5) [B]  
   
Power of employing authority to grant early 
payment of deferred benefits   
   
Regulation 30 (2) Whether to grant application 
for early payment of deferred benefits on or 
after age 55 and before age 60.  
   
   
   
Regulation 30 (5) Whether to waive, on 
compassionate grounds, the actuarial 
reduction applied to deferred benefits paid 
early under Regulation 30(2) [B].  
 

The Council will only agree to the early 
payment of such benefits when there is no cost 
attached. Only in exceptional circumstances 
would any required actuarial reduction of such 
benefits be waived. The Council delegates the 
consideration of these issues to the Cabinet 
Member with the Portfolio for Resources, the 
Executive Director and the Section 151 Officer. 

Regulation 30A (3) & (5) [B]  
   
Power of employing authority to grant early 
payment of suspended tier 3 ill health pension  
   
Regulation 30A (3) Whether to grant 
application for early payment of a suspended 
tier 3 ill health pension on or after age 55 and 
before age 60.   
   
Regulation 30A (5) Whether to waive, on 
compassionate grounds, the actuarial 
reduction applied to benefits paid early under 
Regulation 30A [B].  
 
 
 
 
 
 
 

 
The Council will only grant such applications 
when there is no cost attached. Only in 
exceptional compassionate circumstances 
would applications under Regulation 30A (3) 
be granted and the waiving of any required 
actuarial reduction be made in relation to 
benefits paid under Regulation 30A (5). The 
Council delegates the consideration of these 
issues to the Cabinet Member with the 
Portfolio for Resources, the Executive Director 
and the Section 151 Officer. 
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Regulation Policy 
Regulation 31 (2) & (5) [L]  
   
Power of employing authority to grant early 
payment of deferred pension  
   
Regulation 31 (2) Grant application from a post  
31.03.98 / pre 01.04.08 leaver or from a 
councillor for early payment of benefits on or 
after age 50 / 55 and before age 60.  
   
   
Regulation 31 (5) Waive, on compassionate 
grounds, the actuarial reduction applied to 
benefits paid early under Regulation 31 (2).  
 

The Council will only agree to the early 
payment of such benefits when there is no cost 
attached. Only in exceptional compassionate 
circumstances would any required actuarial 
reduction of such benefits be waived. The 
Council delegates the consideration for these 
issues to the Cabinet Member with the 
Portfolio for Resources, the Executive Director 
and the Section 151 Officer. 

Regulation 31 (7A) [L]  
   
Power of employing authority to grant early 
payment of deferred pension for pre 01.04.08 
employee optants out and councillors.  
   
Councillor optant outs and pre 01.04.08 
employee optants out only to get benefits paid 
from NRD if employer agrees.  
 

The Council will only agree consent if there is 
no cost attached. 
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PART B - where formulation of a written policy is not compulsory 

Regulation Policy 
 
Regulation 9 (1) & (3) [R]  
   
Contributions payable by active members  
   
Employers determine the contributions payable by 
members by attributing each member to one of the 
contribution bands set out in Regulation 9 (2) [R].  
Employers have the capacity to re-attribute the 
specific payband (upwards or downwards) where 
there is a material change in a member's contractual 
terms.    
 

 
 
 
 
 
 
Policy is set to review the bandings on 
annual basis 
 
 
 

 
Regulation 22 (7) (b) and (8) (b) [R]  
   
Facility to extend time limits for active   
members to not aggregate deferred periods of 
LGPS membership  
   
Whether to extend the 12 month option period for a 
member to elect that deferred benefits should not be 
aggregated with a new employment or ongoing 
concurrent employment.   
 

 
 
 
 
The Council will only agree to extend the 
12 month option period in exceptional 
circumstances. The Council delegates 
the consideration of this issue to the 
Joint Service Director Human 
Resources and OD. 

Regulation 100 (6) [R]  
   
Facility to extend time limits for active  members to 
request a transfer of previous pension rights into the 
LGPS  
   
Where an active member requests to transfer 
previous pension rights into the LGPS, the member 
must make a request within 12 months of becoming 
an active member.  Employers, with agreement of 
Administering Authority, may allow a longer period 
than 12 months.  
   
   
JOINT DISCRETION WITH ADMINISTERING 
AUTHORITY  
 

 
 
The Council will only agree requests to 
transfer previous pension rights into the 
LGPS in exceptional circumstances and 
in consultation with Dorset County 
Council. The Council delegates the 
consideration of this issue to the Joint 
Service Director Human Resources and 
OD. 
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Appendix B 

 
Early termination in the interest of the efficiency of the service and Redundancy  
 
The Council has a single redundancy scheme which applies to all employees.  Redundancy 
payments are calculated in accordance with the Employment Rights Act 1996 and the 2006 
Discretionary Compensation Regulations and are based on the employee’s age, length of 
continuous local government service and salary.  Details of the redundancy scheme can be 
found in the Council’s Redundancy Policy. 
 
The Council does not provide any further payment to employees leaving the Council’s 
employment other than in respect of accrued annual leave.   
 
Employees who have TUPE transferred into the Council under the transfer of undertakings 
regulations on redundancy terms which are more favourable than those detailed above will 
retain these provisions in accordance with those regulations. 
 
Where severance packages contain any discretionary element and exceed £100,000 Full 
Council should consider and, that in other cases where contractual payments are made 
which exceed this threshold, an annual report is made which includes reference to such 
cases for transparency purposes. 
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Appendix C 
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Appendix D 
 
Equality Impact Needs Assessment 
 
The Diversity Promise – Better for all 
 

 

Title of Policy/Service/Project Pay Policy Statement: 01 April 2018 to 31 March 2019 

Service Unit 
 
Human Resources 

Senior Responsible Officer & Job Title 
 
Julian Osgathorpe, Executive Director Corporate Services 

Lead Responsible Officer and Job Title 
 
Saskia de Vries, Joint Service Director Human Resources and OD. 

Members of the Assessment Team: 
Please indicate for each person if they are 
an employee, partner or customer. 

 
Saskia de Vries/Sam Johnson 

Start Date of assessment: 
End Date of Assessment (this should be 
before the date of decision): 

 
12/12/2017 
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About the Policy/Service/Project: 
 

Which of the Council’s Equality Objectives does this policy/service/project support? 
Equality for All: http://www.bournemouth.gov.uk/CouncilDemocratic/EqualityDiversity/EqualityDiversity.aspx  

 
1. We will get more people involved in influencing decisions at the Council. 

 

List the main people, or groups of people, that this policy/service/project will benefit? 
 
Managing Director and Executive Directors 
Other stake holders – Elected members 
The public through the availability of the information the policy provides 
 
 
Detail how will they benefit below: 
 
Will increase transparency of Council decisions regarding remuneration packages for Chief Officers employed by Bournemouth 
Borough Council. 
 
Increase the Trust and Confidence of the Public in Bournemouth Borough Council Decision making Processes 
 
Enable more people (Councillors to influence decisions relating to severance agreements, that contain any discretionary element 
and exceed £100,000 and the Remuneration packages in excess of £100,000  
 
 
 
 

Please detail below how this policy/service/impact on any other organisation and their customers. 
 
 
Not Applicable 
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Consultation, Monitoring and Research 
 
 
Consultation: 
Please list those who have been consulted with in development / design of this policy/service/project provide a summary of the 
results below. 
 
Since this policy codifies existing practice and introduces changes to current arrangements as required by the Localism Act 2011 
no consultation was undertaken. However, the remuneration packages of the people to whom the statement relates are matters 
of Public Record. 
 
The Corporate Management Team as detailed below have scrutinised and signed off the policy prior to its publication. 
 
Corporate Management Team 
 
Jane Portman Managing Director, Bill Cotton Executive Director Environment & Economy, Julian Osgathorpe Executive Director 
Corporate Services 
 
Internal (e.g. council staff, Members) 
 
Tanya Coulter, Joint Service Director Legal and Democratic Services  
 
Saskia De Vries, Joint Service Director Human Resources and OD. 
 
External (e.g. partners, service users, general public) 
 
Not Applicable 
 

Please provide a summary of the findings from these consultations below.  
 
Not Applicable 
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How do the findings in the above consultation & research been used to inform or used to design the new service or influence 
Policy or project? 
 
 
Not Applicable 
 
 

If you have not carried out any consultation, or if you need to carry out further consultation, who will you be consulting with and by 
what methods? 
 
No consultation will be carried out in relation to the Pay Policy Statement to which this Equality Impact Document applies as it 
has been developed to meet the duty of ‘due regard’ as required by the Equality Act 2010. However, this document does serve to 
increase transparency in decisions made that relate to remuneration packages of Executive and Service Directors and any 
severance packages agreed between Bournemouth Borough Council and its employees where the package or settlement 
contains any discretionary element and exceeds the sum of £100,000. This is likely to enhance the Councils reputation and lead 
to higher levels of trust and confidence in the Council from the public. The Pay Policy Statement is for information only and 
supports Bournemouth Borough Council in codifying current practice and also meets responsibilities under the Localism Act 
2011. 
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Monitoring and Research: 
 

What data, research and other evidence or information have you used to inform your decision making? Detail all sources below 
 

• Workforce monitoring Data 

• Advice from the South West Local Government Employers Association 

• Chief Executive and Chief Officers’ national pay scales 

• JNC conditions of service. 

• National and local statistics regarding the pay of Chief Officers within Local Authorities 

• Sections 40 and Section 38 (1) of the Localism Act 2011 

• Hutton Review 

• Information from formal audits 
 

Is there any service user/employee monitoring data available and relevant to this policy/service/project?  What does it show in 
relation to equality groups? 
 
 
None 
 
 
 

Do you have enough information to make a decision?  Yes / No 
If No then how are you going to remedy the gap in knowledge? 
 
 
Yes 
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Assessing the Impact 
 
Which of the following protected characteristics would actually or potentially benefit or be disadvantaged as the result of 
this policy as evidenced above? 
 

 
Comments 

Age 
Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Disability 
Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Gender  
Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Gender 
reassignment 

Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Pregnancy and 
Maternity 

Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Marriage and Civil 
Partnership 

Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Race  
Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010.characteristic as defined by the Equality Act 
2010. 

Religion or Belief 
Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 



20 
 

 
Comments 

Sexual Orientation 
Having considered the Duty of ‘due regard and its relevance to the Chief Officers Pay Policy 
Statement. The conclusion is that it is neither beneficial nor detrimental to any relevant protected 
characteristic as defined by the Equality Act 2010. 

Any other factor/ 
groups e.g. socio-
economic 
status/carers etc 

The Chief Officers Pay Policy Statement does not benefit nor is it detrimental to carers. Reductions 
in severance packages and limitations on salary may impact on socio –economic status 

Human Rights 
The Chief Officer Pay Policy Statement does not appear to have implications for the Human Rights 
of the people to which it relates. 

 
STOP - Any policy which shows actual or potential discrimination. 
 
 

Reason for Decision? 
 
The Chief Officer Pay Policy Statement does not impact on the duty to advance equality nor impact the Human Rights of the 
people to whom it will apply. 
 
The Policy supports the Councils Equality Objective getting more people involved in influencing decisions at the Council. 
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Action Plan 
 
Review date: 
Monitored by: 
 
Reporting to: 
 
Date Actions transferred to Service Equality Action Plan: 
 
Include: 

• What has/will be done to reduce the negative impacts on groups as identified above.   

• The arrangements for monitoring the actual impact of the policy/service/project 
 

Brief Summary of Issue(s) 
identified 

Specific action required to 
mitigate, lesson or remove issues 

identified 
Measurable Outcomes Responsible 

officer 
Due Date 

 
No Issues of relevance 
identified. 

 
N/A 

 
N/A 

 
N/A 

 
N/A 

     

 
 
 
 
Date this EINA sent to the Equality and Diversity Team:  12/12/2017 
 
Equalitiesanddiversity@bournemouth.gov.uk  
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