 

 

 


APPENDIX C
Report of the Chief Finance Officer of the PCC to the Police and Crime Commissioner for Cleveland
28th February 2018
Status: For Information

Long Term Financial Plan (MTFP) 2018/19 to 2021/22 and Capital Plans 2018/19 to 2021/22 
1. Executive Summary

1.1 Purpose of the Report 

This report asks the PCC to agree the Budget proposals for 2018/19 and the Long Term Financial Plan (LTFP) for 2018/19 – 2021/22 in line with the legal requirement to set a budget prior to the 1st March each year for the following financial year. It also asks the PCC to agree the funding for the Capital Programme for 2018/19 and the indicative allocations for the period 2019/20 to 2021/22.
2.
Recommendations

The PCC is asked to note:
2.1
The PCC is requested to approve the allocation of the £134,644k of revenue funding, that is forecast to be received by the PCC in 2018/19, in the following areas:

· £860k to run the Office of the PCC

· £3,939k to support PCC Initiatives and Victims and Witnesses Services 

· £9,475k for Corporate Services  

· £119,770k to the Police Force 

· £1,400k to the Capital Programme
· £150k to Earmarked Reserves

· This will be supported by £950k from General Reserves

2.1 The PCC is asked to note that the 2018/19 budget is based on the approved £12 increase in the level of Band D precept for 2018/19.
2.2 The PCC is asked to take cognisance of the Robustness of Estimates and Adequacy of Financial Reserves Report of the PCCs CFO that was discussed prior to this report. 

2.3 The PCC is asked to agree that quarterly updates to the LTFP forecast will be brought to the PCC in 2018/19 to provide an update on the progress of the work to develop the future plans.

2.4 The PCC is asked to agree that quarterly updates on the 2018/19 budget will be brought to the PCC in 2018/19 to provide updates on performance against the 2018/19 budget.
2.5 The PCC is asked to approve borrowing of up to £3,000k can be taken out to fund the capital expenditure in 2018/19.

2.6 The PCC is asked to allocate £6,554k of Capital Budgets to the Chief Constable to deliver new schemes on behalf of the PCC.
3.
Planning and Funding Assumptions

3.1 National Budget
On 22 November the Chancellor of the Exchequer, Philip Hammond, made his Autumn Budget 2017 announcement in the House of Commons. This was the Chancellor’s first Autumn Budget. A briefing was provided to the PCC in November.

3.2 In relation to Policing and Crime there was no specific reference to these areas, from a Budgeting/Finance perspective, that related to England.
3.3 The Budget contained the same Departmental Expenditure Limits for the Home Office for the next 2 years for both Revenue and Capital and therefore there is no overall additional funding for Policing.
3.4 Provision Police Funding Settlement 2018/19
The Provisional 2018-19 Police Finance Settlement was announced in an oral statement by the Minister for Policing and the Fire Service Nick Hurd MP on Tuesday 19 December. This was followed by a written ministerial statement shortly after. Full details of the settlement can be found on the Home Office pages of the gov.uk website.
3.5 Headlines

The main points within the provisional settlement are as follows:

· Precept flexibility to increase the level of Band D precept by up to £12 for all PCCs (or equivalents) in 2018-19 
· Flat cash grant funding (i.e. the same allocations as in 2017-18 for Home Office Core Police Settlement)
· Updated assumptions around tax base growth – now using OBR figures of 1.34% in England and 0.8% in Wales
· Including these assumptions on council tax and based on the 1.5% GDP deflator, the resulting settlement, including council tax, represents a “real terms” increase for all between 2017-18 and 2018-19
· £450m additional funding for the service – includes £130m additional reallocation and approximately £147m as a result of additional council tax flexibilities. 
· £50m additional counter Terrorism funding and the remaining £123m can be considered as “new money”. 
· The minister’s letter to PCCs refers to this additional funding in addition to identified efficiency savings of up to £100m (procurement) to enable “appropriate provision for likely cost increases next year”. 

3.6 Government Funding for 2018/19 and beyond 

Nick Hurd’s letter and statement both state the Home Office’s intention to offer greater certainty on plans for 2019-20. Their intention is to maintain a broadly flat Government Grant settlement with the same precept flexibility but this is dependent on progress against a number of efficiency milestones to be agreed in the New Year. 

3.7 The Police Formula review is unlikely to be revisited until the next spending review and therefore the organisation continues not to include any impact from a revision to the Funding Formula in the LTFP forecasts.

3.8 This new information has been factored into the revised Government Grant assumptions as per the following table: 
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% % %

2018/19 -1.4% -0.9% 0.0%

2019/20 -1.4% -0.9% 0.0%

2020/21 1.0% 2.0% 2.0%

2021/22 N/A 2.0% 2.0%

Assumed Government Grant Reductions


3.9 It is important to recognise that these are assumptions and as such could easily change. It is also important to recognise that the forecast for 2019/20 and the precept flexibility proposed for 2019/20 have certain conditions attached as set out in the correspondence from Nick Hurd: 
3.10 The increase in 2018/19 funding to PCCs must be matched by a serious commitment from PCCs and chief constables to reform by improving productivity and efficiency to deliver a better, more transparent service to the public. Following my discussions with forces and Her Majesty’s Inspectorate of Constabulary and Fire & Rescue Services (HMICFRS), I have three clear priorities:

· Seek and deliver further cost efficiencies. I welcome the progress forces have made against the £350m procurement savings target set at Spending Review 2015. However, there is a lot more to do. We have helped to identify £100m of potential savings in areas such as fleet, professional services and construction. Forces will need to make greater use of national procurement through lead forces to make these savings. We are providing support through the Police Transformation Fund and we will also help establish a force-led National Centre of Excellence to drive down back-office costs, and make best use of estates.
· A modern digitally enabled workforce that allows frontline officers to spend less time dealing with bureaucracy and more time preventing and fighting crime and protecting the public. If all forces could deliver the same one hour per officer per day of productivity benefits from mobile working as the best in a recent sample with eight forces, this has the potential to free up the equivalent of 11,000 extra officers nationally to provide the proactive policing that committed police officers want to deliver. We will work with policing to set up a specialist team to make sure all police forces have access to, and make use of, the best mobile working apps to enable forces to free up extra hours to spend at the frontline.

· Greater transparency in how public money is used locally. It is necessary for police to hold financial reserves, including primarily for contingencies, emergencies and major change costs. As at March 2017 police forces held usable resource reserves of over £1.6bn. This compares to £1.4bn in 2011. Current reserves held represent 15% of annual police funding to PCCs. There are wide variations between forces with Gwent for example holding 42% and Northumbria holding 6%. This is public money and the public are entitled to more information around police plans for reserves and how those plans will support more effective policing. So we will be improving transparency around reserves in the new year through enhanced guidance and through national publication of comparable reserves data. HMICFRS are also consulting on plans for Force Management Statements, which could make more information on police forces available to the public.

3.11 Discussions will be held with police leadership to agree milestones against these priorities that need to be achieved over 2018.

3.12 “I have listened to the views of PCCs and Chief Constables, who have requested greater certainty about future funding to help more efficient financial planning. If the police deliver clear and substantial progress against the agreed milestones on productivity and efficiency in 2018, then the Government intends to maintain the protection of a broadly flat police grant in 2019/20 and repeat the same flexibility of the precept, i.e. allowing PCCs to increase their Band D precept by a further up to £12 in 2019/20.”
3.13 The above correspondence has since been followed up with further details, from Nick Hurd, which is set out below:

3.14 “We will seek to maintain the protection of a broadly flat police grant in 2019-20 – alongside a repeat of the same flexibility of the precept (allowing PCCs to increase their Band D precept by up to a further £12 in 2019-20) - if the police deliver clear and substantial progress on productivity and efficiency.
3.15 There are 3 areas we suggest form the core of a plan:

 Procurement and shared services;

 Mobile working and digital;

 Transparency about the effective use of reserves.
3.16 On procurement and shared services, I would like to see a delivery plan with clear milestones between now and September 2018 for achieving the National Commercial Board’s ambition of reducing procurement and shared service costs by £120m and £20m respectively. It is important that this plan (and delivery against it) demonstrates how progress will be tracked at force level as well as nationally. 
3.17 This National Plan will need to be submitted 9 March 2018.
3.18 Precept
Only 27.5% of the Net Budget Requirement within Cleveland is funded by the local precept and therefore this provides less of a cushion to cuts in government grants, than in most Police Force areas.

3.19 The Department for Communities and Local Government has published the draft council tax referendum principles. In 2018-19 all PCCs will be allowed to increase band D bills by as much as £12. This represents increases of between 5.34% (Surrey) and 12.2% (Northumbria). 
3.20 Consultation was undertaken in relation to whether the public supports the option of increasing the Band D ‘Police’ precept by £12 per annum for 2018/19 and the response was that 80% of the 284 people who responded to the survey supported the option to increase the Band D precept by £12.

3.21 As stated elsewhere the LTFP is therefore based on a £12 increase in the Band D precept for 2018/19, this equates to a 5.59% increase.

3.22  For the purposes of planning, the balanced plan that is set out within this paper assumes the following:

· 2019/20 – Precept Increase of £12 per annum (5.3%)

· 2020/21 – Precept Increase of 1.99%

· 2021/22 – Precept Increase of 1.99%

3.23 Over the last 5 years there have been significant increases in both the number of calculated Band D properties within Cleveland and also significant Collection Surplus’ to which the PCC has benefited from. This has continued, but to a lesser extent, in 2018/19.
3.24 The number of Band D properties within Cleveland has increased by 2,135 (or 1.43%) to 151,211. This is the lowest increase in the last 5 years. This plan assumes that the Tax Base increases by 1% per annum going forward, which is lower than the increases that the OBR is forecasting for England as a whole at 1.34%, but in line with forecasts from the Local Councils.

3.25 In addition to this the Collection Surplus for 2018/19 is £327,279, which is the lowest it has been in the last 5 years. This is factored into this LTFP along with an estimated Collection Surplus of £250k per annum going forward. 

3.26 These assumptions will be kept under review as details for future years become available and projections amended accordingly.
3.27 The flexibility to increase the Precept by £12 per annum for the next 2 years has had a significant impact on the projected funding that could be available to the PCC should these increases become a reality.
3.28 Specific Grants, Other Income and Partnership Fees and Charges

These sources of income and funding are forecast to provide between £8.0m and £9.0m across the life of the plan. This is higher than in 2017/18 as it reflects the additional funding that has been awarded to the PCC for work on Violence Against Women and Girls, £164k to be received in 2018/19 and £426k for work on Domestic Violence.
3.29 The entire funding therefore expected to be available to the PCC for the next 4 years, in comparison to 2017/18, is as follows: 
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2017/18 2018/19 2019/20 2020/21 2021/22

Funding £000s £000s £000s £000s £000s

Government Grant (83,500) (83,500) (83,500) (85,170) (86,873)

Council Tax Precept (32,656) (34,582) (36,637) (37,738) (38,839)

Council Tax Freeze Grant (800) (800) (800) (800) (800)

Council Tax Support Grant (6,868) (6,868) (6,868) (6,868) (6,868)

Funding for Net Budget Requirement  (123,824)(125,750)(127,805) (130,576) (133,380)

%age change in Net Budget Requirement -0.1% 1.6% 1.6% 2.2% 2.1%

Specific Grants (4,558) (4,911) (4,436) (5,436) (4,336)

Witness and Victims Funding (659) (1,246) (820) (669) (682)

Partnership Income/Fees and Charges (2,664) (2,737) (2,869) (2,923) (2,942)

Total Funding (131,705)(134,644)(135,930) (139,604) (141,340)

%age change in Total Funding -1.2% 2.2% 1.0% 2.7% 1.2%

NBR Forecast - February 2017 (123,824)(123,244)(123,081) (124,918) (127,430)

Changes to NBR Funding Forecast 0 (2,506) (4,724) (5,658) (5,950)

Forecasts


3.30 As a result of the Government Grant settlements being better than expected and the flexibility to increase precept by more than previously forecast, then the funding available to the PCC, at Net Budget Requirement level, is significantly higher than projected in February 2017.

3.31 In 2018/19 the PCC is expected to have £2.5m more income than was forecast in February 2017, £4.7m more in 2019/20 and £5.7m more than forecast in 2020/21.

3.32 It is important to recognise that the increase in Net Budget Requirement for 2018/19 of 1.6% is one of the lowest in the country despite all PCC’s having the same precept flexibility and all PCC receiving the same grant in 2018/19 as they received in 2017/18.
3.33 It is expected that the largest increase in Net Budget Requirement, in percentage terms nationally, would be 3.6%. 

3.34 This 2% difference equates to around £2.5m in income for Cleveland.

3.35 In additional to the above the 1.6% increase in Net Budget requirement is lower than current nationally agreed Pay Awards and general inflation which means that the additional funding raised through Precept increases provides only enough to continue current services and no scope to invest in additional services and/or deal with additional demand. 

3.36 The forecast increase for future years of 1.6% in 2019/20, 2.2% in 2020/21 and 2.1% in 2021/22 will similarly be only just be sufficient to meet pay awards and non-pay inflation and will therefore not provide any scope for additional investment and/or services.
4.
Expenditure Plans

4.1 In setting the budget for 2018-19 the PCC will need to make decisions on how the overall funding discussed in Section 3 is allocated. The PCC will need to provide funding/budgets to the areas discussed in the following sections:

4.2 Office of the PCC

The PCC has set a budget of £850k for the last 3 years, which was £350k lower that the budget inherited from the previous Police Authority. It is however not possible to continue to absorb increases in Pay and Pension Contributions and therefore a small increase in the budget for 2018-19 of £10k (or 1.2%) to £860k has been necessary. The impact of both pay inflation and general inflation will make it more difficult each year to maintain the budget at a standstill level and therefore inflationary increased have been added to the LTFP.

4.3 Further details are provided below:
[image: image3.emf]2015/16 

Budget

2016/17 

Budget

PCC Budget

2017/18 

Budget

Movement 

to 2018/19 

Budget

2018/19 

Budget

£ £ Category of Spend £ £ £

585,000 620,000 Staff Pay and Allowances 645,000 35,200 680,200

5,300 5,300 Other Pay and Training 5,100 0 5,100

288,700 261,700 Supplies and Services 238,900 (24,200) 214,700

11,000 11,000 Transport 11,000 (1,000) 10,000

(40,000) (48,000) Miscellaneous Income (50,000) 0 (50,000)

850,000 850,000 Total Budget 850,000 10,000 860,000


4.4 Community Safety and Victims and Witnesses Commissioning

The role and responsibilities of the PCC is wider than Policing and this has been acknowledged with the addition of responsibilities around Community Safety and Victims and Witnesses services. 

4.5 The Ministry of Justice have confirmed the level of the Victims and Witnesses Grant for 2018/19, and while the overall amount allocated to PCC’s has remained static at £63,150k, the grant is allocated based on population.

4.6 As the population of Cleveland in not growing as quickly as others areas of the country the amount that will be received by the PCC in 2018/19 will be £3,015 (or 0.5%) lower than the amount received in 2017/18, with the total grant being £656k.
4.7 Work continues to develop in this area and the Commissioning of services is becoming more prevalent and work is continuing to move away from a grant based system, with key contracts now in place and/or being developed for:
· Victim Referral Services, now including ASB Victims
· Sexual Assault Referral services
· IDVA and ISVA services
· Restorative Justice services
4.8 Bids for additional external funding by the PCC has been secured and agreed for 2018/19 for the following areas:
· Domestic Violence – Whole Systems approach - £426k
· Violence Against Women and Girls - £164k
4.9 In addition to the above the current plans expect that a recurring budget of circa £2.0m per annum is provided in this area across the life of the plan which is as per 2017/18.
4.10 Beyond these commissioned services the PCC has identified additional funding, of £1.5m, to support the delivery of neighbourhood policing with the specific objective of making our communities safer; helping them to be stronger. 

4.11 This funding will continue to be made available to the Chief Constable, as needed, to maintain the additional police officer, PCSO and police staff posts to enhance existing or develop new capabilities across the Force with a particular focus on:

· The ‘strengthen’ areas of  the Force

· Areas of community vulnerability - e.g. hate crime, refugee and asylum seekers

· Supporting schools in ‘strengthen’ areas of the Force

· Providing coordination and support for virtual communities – e.g. rural/business/students

· Enhancing Integrated Offender Management capability

· Improving the investigation of volume crime, in particular hate crime

4.12 It is expected that all of these new roles will be filled during the 2017/18 financial year.
4.13 The indicative budget for these areas are set out in the table below:
[image: image4.emf]Community Safety/Victims and Witness £000s £000s £000s £000s £000s

Community Safety Initiatives 986 982 981 996 996

Service Improvement and Development 1,250 1,450 1,500 1,550 1,600

Victims and Witnesses Services 1,009 1,508 1,134 954 954

Total Planned Expenditure 3,245 3,939 3,615 3,500 3,550


4.14 Corporate Services
Corporate Services include the costs of the PFI contracts, strategic contract management, asset management costs, treasury management and planning.

4.15 The areas of expenditure incorporated in this area and the forecasts for the life of the plan are included in the table below:
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2017/18 2018/19 2019/20 2020/21 2021/22

Corporate Services £000s £000s £000s £000s £000s

Staff Pay 330 465 425 435 445

Non Pay Expenditure 100 95 100 100 100

PFI Action Stations 5,145 5,240 5,325 5,410 5,500

PFI Urlay Nook 1,770 1,820 1,855 1,915 1,945

Asset Management 1,605 1,855 2,150 1,935 1,575

Total Corporate Costs 8,950 9,475 9,855 9,795 9,565

Forecasts


4.16 Over £500k of cashable savings was delivered from this area over the 5 years to 2017/18. This has enabled the PCC to focus resources on front line services with the vast majority of the savings coming from the decision made by the PCC to change the way that Capital is financed within the organisation and also the conscious decision to reduce the amount of debt the organisation has.
4.17 Further savings will be difficult to deliver from this area as the lack of funding means that more borrowing than previously expected will impact on asset management costs while higher inflation will feed through to the PFI contract costs.
5.
Police Force

4.18 The vast majority of the funding available to the PCC will be provided to the Chief Constable, this provides the budgetary constraints in which the PCC expects the Force to work within, in delivering against the Police and Crime Plan.

4.19 The PCC tries to provide a stable financial platform for the Force to work to and within, despite the significant level of unknowns around various areas of future funding. The aim of this approach is to support and enable good strategic planning, decision making and ultimately service delivery by the Force. In line with the above approach the table below sets out the indicative funding, and the movements over the last year or so, for the Force to work within when planning both financially and operationally.
[image: image6.emf]Forecast Force Funding Forecasts

2017/18 2018/19 2019/20 2020/21 2021/22

£000s £000s £000s £000s £000s

Revised Total - Feb 2016 (119,350) (118,050) (118,750) (120,000)

Switch of funds for Cloud between Revenue and Capital (450) (450) (450) (450)

PCC Funding for Children's Hub Coordinator Post (35) (35) (35) (35)

Total - February 2017 (119,835) (118,535) (119,235) (120,485) (121,905)

Overspend supported in 2016/17 repaid to General Reserves 415 500 500 500

Additional Funding to Support Higher Pay Awards, Inflation and 

Cost Pressures

(1,735) (2,665) (2,875) (2,875)

Revised Total - February 2018 0 (119,770) (121,400) (122,860) (124,780)

Increase in Funding versus Forecast in Feb 2017 1,235 2,165 2,375 2,875


4.20 These figures exclude the £1.5m for investment in Neighbourhood Policing, which the PCC will provide to the Force as these costs are incurred and around £150k of costs that the PCC has agreed to fund around Arrest Referral and Restorative Justice but similarly these funds will be provided to the Force as the costs are incurred.

4.21 Details of the Force’s plans are provided on a separate report, which is also on today’s agenda however a summary of the finances are included below:
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Pay

Police Pay 66,740 64,043 65,184 65,987 67,198

Police Overtime 1,375 1,402 1,487 1,567 1,727

Police Community Support Officer Pay 4,255 4,360 4,595 4,720 4,880

Staff Pay 9,755 10,525 11,000 11,320 11,635

Pay Total 82,125 80,330 82,266 83,594 85,440

Major Contracts

Custody and Medical Contract 2,523 2,466 2,540 2,590 2,640

Outsourcing Contract 17,139 17,900 18,300 17,990 17,990

Major Contracts Total 19,662 20,366 20,840 20,580 20,630

Non-Pay Budgets

Other Pay and Training 380 756 756 756 756

Injury and Medical Police Pensions 2,435 2,787 2,787 2,787 2,787

Premises  3,620 3,662 3,222 3,245 3,268

Supplies and Services 7,035 7,455 6,910 7,075 7,076

Transport 1,576 1,456 1,456 1,456 1,456

External Support 2,587 2,958 3,163 3,367 3,367

Non-Pay Total 17,633 19,074 18,294 18,686 18,710

Total Planned Force Expenditure 119,420 119,770 121,400 122,860 124,780

%age Change in Expenditure 0.0% 0.3% 1.4% 1.2% 1.6%


4.22 These plans are in line with the overall funding indications provided by the PCC to the Force and therefore enable the PCC to set out a stable, balanced financial plan for the next 4 years, based on the assumptions set out within this report.

4.23 The table in the section below shows the overall financial position and the forecast LTFP based on current assumptions and plans.

6.
Overall Financial Summary
4.24 The table below shows the current projected position of the overall finances available to the PCC, however this is based on a significant number of assumptions, including that the Force can contain costs and deliver the level of services required within the financial constraints that were outlined above.
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2017/18 2018/19 2019/20 2020/21 2021/22

Funding £000s £000s £000s £000s £000s

Total Funding (131,705) (134,644) (135,930) (139,604) (141,340)

%age Change in Funding -1.2% 2.2% 1.0% 2.7% 1.2%

Office of the PCC Planned Expenditure £000s £000s £000s £000s £000s

Total Planned Expenditure 850 860 875 890 905

Community Safety/Victims and Witness £000s £000s £000s £000s £000s

Community Safety Initiatives 986 982 981 996 996

Service Improvement and Development 1,250 1,450 1,500 1,550 1,600

Victims and Witnesses Services 1,009 1,508 1,134 954 954

Total Planned Expenditure 3,245 3,939 3,615 3,500 3,550

Corporate Services £000s £000s £000s £000s £000s

Staff Pay 330 465 425 435 445

Non Pay Expenditure 100 95 100 100 100

PFI Action Stations 5,145 5,240 5,325 5,410 5,500

PFI Urlay Nook 1,770 1,820 1,855 1,915 1,945

Asset Management 1,605 1,855 2,150 1,935 1,575

Total Corporate Costs 8,950 9,475 9,855 9,795 9,565

Police Force Planned Expenditure £000s £000s £000s £000s £000s

Pay

Police Pay 66,740 64,043 65,184 65,987 67,198

Police Overtime 1,375 1,402 1,487 1,567 1,727

Police Community Support Officer Pay 4,255 4,360 4,595 4,720 4,880

Staff Pay 9,755 10,525 11,000 11,320 11,635

Pay Total 82,125 80,330 82,266 83,594 85,440

Major Contracts

Major Contracts Total 19,662 20,366 20,840 20,580 20,630

Non-Pay Total 17,633 19,074 18,294 18,686 18,710

Total Planned Force Expenditure 119,420 119,770 121,400 122,860 124,780

%age Change in Expenditure 0.0% 0.3% 1.4% 1.2% 1.6%

£000s £000s £000s £000s £000s

(Surplus)/Deficit 760 (600) (185) (2,560) (2,540)

Planned Transfers to/(from) General Fund (2,000) (950) (850) 0 0

Contribution to Capital Programme 1,165 1,400 885 2,410 2,390

Planned Transfers to/(from) Earmarked Reserves 75 150 150 150 150

Net (Surplus)/Deficit After Reserves (0) (0) 0 0 (0)

General Reserves £000s £000s £000s £000s £000s

General Fund Balance b/f 8,016 6,016 5,066 4,216 4,216

General Fund Movements (2,000) (950) (850) 0 0

General Fund Balance c/f 6,016 5,066 4,216 4,216 4,216

Employee Numbers (Average per year) FTEs FTEs FTEs FTEs FTEs

Police Officers 1,280 1,236 1,226 1,226 1,226

PCSOs 148 147 147 147 147

Police Staff - Police Force 285 318 318 318 318

PCC/Corporate Staff 14 14 14 14 14

Assumptions

Pay Awards 1.0% 2.0% 2.0% 2.0% 2.0%

Non Pay Inflation  1.6% 2.0% 2.0% 2.0% 2.0%

RPI 3.0% 3.5% 3.0% 3.0% 3.0%

Precept Increases 2.0% 5.6% 5.3% 2.0% 2.0%

Government Grant Movements (Cash Basis) -1.4% 0.0% 0.0% 2.0% 2.0%

Forecasts


4.25 Based on the plans and assumption outlined within this report and some use of reserves, that are discussed later in the report and in more detail in the Robustness of Estimates and Adequacy of Reserves Report, then the organisation can demonstrate a balanced budget for the next 4 years.
4.26 It is however vital to keep in mind that there will be challenges to this balanced plan, there are a number of risks that could impact significantly on currently forecasted balanced position and there are undoubtedly many things that the organisation will have to deal with, that are currently unknown. Therefore the constant service for savings and efficiencies will need to continue to provide future flexibility from a financial perspective. 
4.27 As a result of the financial flexibility that the PCC has been afforded, around Precept, then the organisation is in a stronger financial position than was previously expected however this only enable the organisation to fund the current levels of service. To move beyond this, to deliver more and to address new areas of demand will require changes to service deliver in some areas to then allow resources to be redirected in to those of higher demand/need.  
7.
Capital Financing and Expenditure
4.28 The assets owned by the PCC are a vital platform for the delivery of the Police and Crime Plan, with the overall purpose of the capital plan to provide sufficient funding to renew the asset base of the organisation, informed by condition deficiency surveys, ‘fit for purpose’ reviews, equipment replacement programmes, business continuity requirements and invest to save expenditure. Plans have been drawn up and are being developed for capital investment which would aid the organisation in delivering against the Police and Crime Plan.
4.29 Significant loans will be taken out during 2017/18 and the current plan is to use the Capital Receipt from the sale of Ladgate Lane to repay these loans. The continued constraints on funding of both Revenue and Capital may however mean that these plans will have to change. 

4.30 This will be kept under review as part of the LTFP process and decisions made in line with affordability and planning.

4.31 Over the next 7 years all of the current loans that the PCC has, excluding those that will be taken out in 2017/18, which underpin the capital expenditure of the organisation, and which total £18.16m and incur interest charges of £767k per annum, will gradually be due for repayment.

4.32 These loans will be reviewed prior to expiring and where needed new loans taken out to replace them. 

4.33 The PCC will have sufficient funds available to support the current plans of the Police Force over the current year and the next 5 years provided that some resources can be provided to the Capital programme from the revenue budget. 
4.1 The required contributions to the Capital Plan are factored into the balanced revenue positon and therefore the PCC has a fully balanced Capital Plan and Revenue for the next 4 years based on current plans and assumptions. 

4.2 It is important to recognise that there is no scope within the current plans for additional schemes that are currently not known about, including investment based on developments at a National Level. It will therefore be important to generate savings elsewhere to be able to invest further otherwise the need/want to invest further in this area will need to be at the expense of current plans.
4.3 The current Capital Plans, which will continue to be subject to review, development and refinement over the coming years, are set out below:
[image: image9.emf]2017/18 2018/19 2019/20 2020/21 2021/22 2022/23

Future Funding Levels £000s £000s £000s £000s £000s £000s

Earmarked Reserve/Funding b/f 3,924 586 1,468 87 425 1,245

Capital Grant 515 515 515 525 535 545

Contribution to/from Revenue 1,165 1,400 885 2,410 2,390 2,250

Capital Receipts (from Vehicle sales) 100 100 100 100 100 100

Capital Receipts (from Property sales) 2,542 575 3,109 2,988 3,109

New Prudential Borrowing 11,000 3,000 -3,272 -4,000 -4,772

Supported Capital Borrowing 760

Projected In-year funding Available 13,540 7,556 2,075 2,872 2,014 1,232

Community Safety Hub 11,423 2,956

IT Replacement programme/Data Centre move 967

Police Force New Capital Schemes 4,488 3,719 3,455 2,534 1,194 1,500

Total Capital Programme 16,878 6,674 3,455 2,534 1,194 1,500

Earmarked Capital Reserve/Funding c/f 586 1,468 87 425 1,245 977


8.
Reserves
8.1 As at the end of 2016/17 the PCC had Usable Reserves of £14.4m. The main reserves currently being held are for the following reasons:

· General Reserves - £8.0m

· Capital Reserves - £3.2m

· Community Safety Initiatives Reserve - £0.6m

· Job Evaluation Reserve - £0.55m

8.2 The expected movements on all reserves held by the PCC will be kept under review in line with the development of the LTFP, current projections are included within the table below:
[image: image10.emf]Balance  Tranfers Tranfers Balance  Tranfers Tranfers Balance  Tranfers Tranfers Balance  Tranfers Tranfers Balance  Tranfers Tranfers Balance 

at 31 March In Out at 31 March In Out at 31 March In Out at 31 March In Out at 31 March In Out at 31 March

2017 2017/18 2017/18 2018 2018/19 2018/19 2019 2019/20 2019/20 2020 2020/21 2020/21 2021 2021/22 2021/22 2022

£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Insurance Fund                  0                   0          (75)               (75)              (75)             (150)        (75)             (225)        (75)             (300)

Direct Revenue Funding of Capital          (3,241)    (1,165)      3,820             (586)    (1,400)         518          (1,468)             (885)      2,266               (87)    (2,410)     2,072              (425)    (2,390)     1,570           (1,245)

Injury Pension Reserve             (320)         320                  0                   0                   0                   0                   0 

PFI Sinking Fund             (138)         (75)             (213)         (75)             (288)               (75)             (363)        (75)             (438)        (75)             (513)

Incentivisation Grant             (271)         (80)         173             (178)         (80)           80             (178)               (80)           80             (178)        (80)           80             (178)        (80)           80             (178)

Urlay Nook TTC              (81)               (81)               (81)               (81)               (81)               (81)

NERSOU             (153)             (153)             (153)             (153)             (153)             (153)

Job Evaluation Reserve             (550)             (550)         250             (300)         300                  0                   0                   0 

Police Property Act Fund              (43)               (43)               (43)               (43)               (43)               (43)

Community Safety Initiatives Fund             (450)         150             (300)         150             (150)         150                  0              0                  0              0                  0 

Road Safety Initiatives Fund             (629)         150             (479)         150             (329)         150             (179)         150               (29)         150              121 

Collaboration Reserve             (389)             (389)             (389)             (389)             (389)             (389)

Revenue Grants Unapplied             (137)         137                 (0)                 (0)                 (0)                 (0)                 (0)

Total Earmarked Reserves (6,401)         (1,320)    4,750      (2,971)          (1,630)    1,148      (3,453)          (1,115)          2,946      (1,622)          (2,640)    2,302      (1,960)          (2,620)    1,800      (2,780)         

General Reserves (8,015)         0             2,000      (6,015)          0             950         (5,065)          0                   850         (4,215)          0             (4,215)          0             (4,215)         

Total Usable Reserves (14,416)       (8,986)          (8,518)          (5,837)          (6,175)          (6,995)         



8.3 A full review of adequacy of reserves and the robustness of the assumptions within the LTFP is included within the Robustness of Estimates and Adequacy of Financial Reserves Report that is also on todays’ agenda.

8.4 Included within that report is also a Reserves Strategy so that the PCC meets the new requirement from the Home Office to ‘publish their reserves strategy on their website, either as part of their medium term financial plan or in a separate reserves strategy document.’
9.
Risks

8.5 The major risks and unknowns surrounding the figures presented here and discussed further in the Robustness of Estimates and Adequacy of Financial Reserves report, are:

· Pay Awards are higher than the assumptions within the plan

· Any differences between the future years’ actual Government Grant settlements, including Legacy Council Tax Grant and the estimated figures.

· Variations in future years between the estimated tax base used and the actual declared tax base.

· That the public does not support the precept increases that are factored into the current plans

· Increasing costs of the employers Pension Contribution into the Police Pension Fund. 
· Increasing costs of the employers Pension Contributions into the Local Government Pension Scheme when the scheme is actuarially reviewed in 2 years’ time.
· Sensitivity of assumptions, including inflation and borrowing costs.
· The ability of the Force to manage within it’s allocated budget
· The ability and capacity to either absorb growth/cost pressures and/or deliver savings to enable expenditure in essential areas to continue.

· Ability to deliver the savings included within the plans within the timeframes set and also to the level needed whilst delivering the required levels of service.
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