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	Presented by

	1. 
	Apologies For Absence
	

	2. 
	Declaration of conflict of interest/disclosable pecuniary interest
	

	3. 
	Notes from previous meeting. 
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	4. 
	Management and Performance updates
· Revenue and Capital Budget monitoring

· Long Term Financial Plan update

· Sickness Monitoring report
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	5. 
	PCC Scrutiny questions
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	6. 
	Other updates

· HMIC Stop & Search Review update (Cleveland Police update)
	

	7. 
	Forward Plan (for information only)
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	8. 
	Any Other Business
	

	9. 
	Date of next meeting – Wednesday 7 December 2016
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Report of the Chief Finance Officer of the PCC 

To the Police and Crime Commissioner for Cleveland

30th November 2016

Status: For Information 

2016/17 Budget Monitoring – Report to the end of October 2016

1. Executive Summary


1.1 Purpose of the Report 


On the 24th February 2016 the PCC agreed the revenue Budget for 2016/17 which was based on the receipt of income totalling £133,260k. This report is to provide the PCC with an update on all areas of the budget, including forecasts of how much income will actually be received during the year, the progress against the budget to date and forecasts on the expenditure for the remainder of the financial year. 

2.
Recommendations


The PCC is asked to note:


2.1 The Office of the PCC’s budget of £850k is expected to spend all funds allocated to it during 2016/17.

2.2 The Corporate Services budget of £8,850k is expected to overspend slightly, by £95k, at this point of the financial year although savings are being sought.

2.3 It is currently forecast that the PCC will receive £95k more income in 2016/17 than per the original budget. 


2.4 The Force is currently forecasting to break even which is covered in more detail elsewhere on today’s agenda.

2.5 The total forecast after 7 months of the financial year is that there will be an overall underspend of £250k, which equates to around 0.2% of the overall budget for 2016/17. However there are a number of pressures that are currently being risk managed that could reduce this position over the remainder of the financial year.

3.
Reasons

3.1
When setting the budget for the financial year 2016/17 the PCC allocated the income forecast to be received during the year, of £133,260k, into the following areas:


· £850k to run the Office of the PCC


· £8,850k for Corporate Services  


· £2,810k to support PCC Initiatives and Victims and Witnesses Services 


· £119,410k to the Police Force 


· £2,225k to the Capital Programme


This will be supported by £885k from Reserves


The following sections will look at the above areas in more detail and provide updates and forecasts for each area, including any changes that have been made since the original budget was approved and set.

3.2
Income and Funding

The PCC set the budget based on receiving income and funding of £133,260k during 2016/17 from the areas summarised in the table below, the in-year changes, the actual levels of income forecast to be received and variances are shown below. In addition to current year figures the comparator figures for 2015/16 is also shown.
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Summary of Income to be Received by the PCC


2016/17 


Budget


In Year 


Changes


2016/17 


Revised 


Budget


2016/17 


Forecast 


Outturn Variance


£000s £000s £000s £000s £000s Funding £000s £000s £000s £000s £000s


(47,883) 1,466 (46,417) (46,417) 0 Police Grant  (46,152) 0 (46,152) (46,152) 0


(37,287) (1,466) (38,753) (38,753) 0 RSG/National Non Domestic Rate (38,532) 0 (38,532) (38,532) 0


(85,170) 0 (85,170) (85,170) 0 Government Grants (84,684) 0 (84,684) (84,684) 0


(30,590) 0 (30,590) (30,590) 0 Precept  (31,642) 0 (31,642) (31,642) 0


(800) 0 (800) (800) 0 Council Tax Freeze Grant (800) 0 (800) (800) 0


(6,868) 0 (6,868) (6,868) 0 Council Tax Support Grant (6,868) 0 (6,868) (6,868) 0


(38,258) 0 (38,258) (38,258) 0 Precept related funding (39,310) 0 (39,310) (39,310) 0


(6,239) (48) (6,287) (6,078) 209 Specific Grants (6,506) (175) (6,681) (6,661) 20


(2,153) (1,670) (3,822) (4,564) (741) Partnership Income/Fees and Charges/Misc Income (2,760) (200) (2,960) (3,075) (115)


(8,392) (1,718) (10,110) (10,642) (532) Other Funding (9,266) (375) (9,641) (9,736) (95)


(131,820) (1,718) (133,538)(134,071) (532) Total  (133,260) (375) (133,635)(133,730) (95)




3.3 In Year Changes


The only minor changes to the income budget, at this stage, resulted from an increase in the income budget, of £60k, relating to the Driver Training Income to set the non-pay budget for this area of work, a budget was set for the receipt of £140k of additional secondment income, received for 2 additional Police officer secondments, so that additional funding could be provided to the Force to cover for these secondments and a budget of £175k of income was set for income received from the NHS to undertake some work around Vulnerable Victims. 

3.4 Income Forecasts


As you would expect, the vast majority of the income the PCC will receive during 2016/17 has already been agreed and little or no variances will be expected against the originally budgeted figures for Government Grant funding or Precept related funding. 

3.5 The areas where variances may occur will predominantly be in relation to Partnership Funding, Fees and Charges and Miscellaneous Income with some minor variances possible against Specific Grants. In 2015-16, for instance, £2,251k (2014-15 - £3,216k) more income than budgeted was received and £532k (2014-15 - £1,157k) was due to over recovery of income. 

3.6 So far income is being forecast much closer to the budgeted figures than in the last couple of years as the learning from previous years has been factored into the original budget. It is likely that some variances will occur as the year develops but at this stage a small over recovery of £95k is being forecast.

3.7 The Office of the PCC

The 2016-17 budget of £850k for the Office of the PCC is split into the following areas:
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£000 £000 £000 Category of Spend £000 £000 £000 £000 £000 £000


585 732 147 Staff Pay and Allowances (Incl. NI and Pension) 620 362 372 10 645 25


0 3 2 Other Pay and Training 5 3 2 (1) 5 (1)


1 1 (0) Premises 0 0 0 0 0 0


293 262 (31) Supplies and Services 262 153 159 7 249 (13)


11 12 1 Transport 11 6 6 (1) 11 0


(40) (172) (132) Miscellaneous Income (48) (28) (14) 14 (60) (12)


850 837 (13) Total Budget 850 496 525 29 850 0




3.8 Position as at the end of October 2016

The table at 3.7 above shows the forecast position for 2016-17. Forecasts continue to show that expenditure for 2016-17 is expected to be in line with the budget of £850k and therefore there is a current forecast outturn of breakeven.

3.9 Corporate Services

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

3.10 The Corporate Services budget for 2016/17 was set at £8,850k, as per the table below, however £189k was transferred to the Force to fund the Everyone Matters Programme and to cover the increased costs of our contribution to NPAS given that the full level of savings were not passed through in 2016/17. The table below reflects these changes and also shows the forecast spend and outturn at this stage of the year.
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£000s £ £000s £000s Category of Spend £000s £ £000s £000s £000s £000s £000s


195 195 186 (9) Staff Pay and Allowances (Incl. NI and Pension) 295 253 148 129 (19) 238 (15)


39 39 90 51 Supplies and Services 39 39 23 68 45 149 110


1 1 1 0 Transport 1 1 1 0 (0) 1 0


1,735 583 554 (29) PFI - Urlay Nook 1,770 1,720 1,003 1,002 (1) 1,720 0


5,070 1,566 1,565 (1) PFI - Action Stations 5,120 5,120 2,987 2,957 (29) 5,120 0


1,950 5,802 5,767 (35) Asset Management 1,625 1,528 891 827 (65) 1,528 0


8,990 8,186 8,163 (23) Total Budget 8,850 8,661 5,052 4,984 (69) 8,756 95




3.11 A small overspend is now currently forecast as a result of the changes made in year however savings are being explored to try to reduce this over the coming months. 

3.12 PCC Initiatives and Victims and Witnesses Services

The PCC has allocated a budget of £2,810k to support Community Safety and PCC Initiatives and deliver Victims and Witnesses services during 2016/17. £2,077k was allocated to the Community Safety and PCC Initiatives budget and £733k to Victims and Witnesses Services. The position as at the end of October is as per the below table:
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PCC Initiatives 2,077 2,077 1,212 737 (475) 1,420 (657)


Victims and Witnesses Services 733 908 530 505 (24) 928 195


Community Safety Fund 0 0 0 152 152 212 212


(To be funded from reserve as needed)


Total Budget 2,810 2,985 1,741 1,394 (347) 2,560 (250)




3.13 In addition to the original allocations to this area the PCC has a Community Safety Fund Earmarked Reserve of £600k. The intention is to release £150k per annum from this reserve over the next 4 years.


3.14 The £2,077k allocated to PCC initiatives includes £750k, to be spent in the second half of the financial year, to increase investment to reduce harm and strengthen communities across the Cleveland Police area. A recruitment event is to be held at Teesside University on Tuesday 6th December 2016 in relation to the staff posts that will aid delivery of this investment. The increases in Police Officers and PCSOs to deliver this investment will not occur during the current financial year as the current numbers employed, as indicated within the Force’s financial report, are below their original budgeted level. It is therefore unlikely that much of the £750k set aside for this development will be spent in the current financial year. The current forecast reflects that £500k will not be spent however this is likely to increase depending on recruitment.

4.
Police Force

4.1 The vast majority of the funding available to the PCC has been provided to the Police Force. The Force was initially allocated a budget of £119,410k for 2016/17; this has increased by £550k, to £119,960k. This results from the receipt of the £200k additional income as mentioned in section 3.3, the £189k reference in section 3.10 and the transfer of £161k from the ‘Cloud’ capital budget to the Capital revenue budget to reflect the nature of the final contract for this area of development. The summary of how this is forecast to be spent, including forecast outturns are included in the table below:
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Police Force Planned Expenditure £000s £000s £000s £000s


Pay


Police Pay 66,769 66,909 67,034 125


Police Overtime 1,575 1,605 2,070 465


Staff Pay 7,949 8,630 8,840 210


Police Community Support Officer Pay 4,077 4,072 3,802 (270)


Pay Total 80,370 81,216 81,746 530


Major Contracts


Outsourcing Contract 18,395 17,667 17,667 0


Custody and Medical Contract 3,190 3,167 2,977 (190)


Major Contracts Total 21,585 20,835 20,645 (190)


Non-Pay Budgets


Other Pay and Training 287 423 423 0


Injury and Medical Police Pensions 2,775 2,753 2,513 (240)


Premises  3,740 3,776 3,686 (90)


Supplies and Services 6,423 6,644 6,694 50


Transport 1,635 1,573 1,513 (60)


External Support 2,595 2,740 2,740 0


Non-Pay Total 17,455 17,909 17,569 (340)


Total Planned Force Expenditure 119,410 119,960 119,960 0




4.2 Full details of the expenditure of the Force and the financial performance against their plans are outlined elsewhere on today’s agenda. 

4.3 Reserves

The 2016/17 budget was to be supported by £885k from Reserves. This is made up of the following transactions:


· £40k to the PFI Reserve.

· £1,550k from the General Fund.

· £625k to Earmarked Reserves to support strategic contract transformation costs.


4.4 These transactions will occur as a matter of course during the 2016/17 financial year. Current forecast for movements on Earmarked and General Reserves to the end of 2016/17 are included within the table below: 
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at 31 March In Out at 31 March


2016 2016/17 2016/17 2017


£000 £000 £000 £000


Direct Revenue Funding of 


Capital          (3,228)     (2,064)      4,717             (575)


Injury Pension Reserve             (640)             (640)


PFI Sinking Fund             (295)         (40)             (335)


Incentivisation Grant             (193)         (80)         180               (93)


Specials               (39)           39                  0 


Urlay Nook TTC               (81)               (81)


NERSOU                 (3)                 (3)


Estates Reserve             (173)         100               (73)


Job Evaluation Reserve             (550)             (550)


Police Property Act Fund               (17)           17                 (0)


ER/VR/CR Reserve                  0        (625)         625                  0 


Community Safety Initiatives              (600)         150             (450)


Road Safety Initiatives Fund             (449)       (231)         150             (530)


Collaboration Reserve             (204)             (204)


Revenue Grants Unapplied             (137)             (137)


Total Earmarked Reserves (6,608)          (3,040)    5,978      (3,670)         


General Reserves (8,627)          (625)       1,550      (7,702)         


Total Usable Reserves (15,235)        (11,372)       




5.
Overall Budget Summary


5.1 At the end of October 2016 the follow table summarises the finances of the PCC, including forecasts of the expected outturn in each area.  
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Funding £000s £000s £000s £000s


Government Grant (84,684) (84,684) (84,684) 0


Council Tax Precept  (31,642) (31,642) (31,642) 0


Council Tax Freeze Grant (800) (800) (800) 0


Council Tax Support Grant (6,868) (6,868) (6,868) 0


Funding for Net Budget Requirement  (123,994)(123,994) (123,994) 0


Specific Grants (6,506) (6,681) (6,661) 20


Partnership Income/Fees and Charges (2,760) (2,960) (3,075) (115)


Total Funding (133,260)(133,635) (133,730) (95)


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


Staff Pay 620 620 645 25


Non Pay Expenditure 230 230 205 (25)


Total Planned Expenditure 850 850 850 0


PCC Initiatives/Victims and Witness £000s £000s £000s £000s


PCC Initiatives 2,077 2,077 1,632 (445)


Victims and Witnesses Services 733 908 1,103 195


Total Planned Expenditure 2,810 2,985 2,735 (250)


Corporate Costs £000s £000s £000s £000s


Staff Pay 295 253 238 (15)


Non Pay Expenditure 40 40 150 110


PFI's 6,890 6,840 6,840 0


Asset Management 1,625 1,528 1,528 0


Total Corporate Costs 8,850 8,661 8,756 95


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


Police Pay 66,769 66,909 67,034 125


Police Overtime 1,575 1,605 2,070 465


Staff Pay 7,949 8,630 8,840 210


Police Community Support Officer Pay 4,077 4,072 3,802 (270)


Pay Total 80,370 81,216 81,746 530


Major Contracts Total 21,585 20,835 20,645 (190)


Non-Pay Budgets


Other Pay and Training 287 423 423 0


Injury and Medical Police Pensions 2,775 2,753 2,513 (240)


Premises  3,740 3,776 3,686 (90)


Supplies and Services 6,423 6,644 6,694 50


Transport 1,635 1,573 1,513 (60)


External Support 2,595 2,740 2,740 0


Non-Pay 17,455 17,909 17,569 (340)


Total Planned Force Expenditure 119,410 119,960 119,960 0


£000s £000s £000s £000s


(Surplus)/Deficit (1,340) (1,179) (1,429) (250)


Planned Transfers to/(from) General Fund (1,550) (925) (925) 0


Contribution to Capital Programme 2,850 2,064 2,064 0


Planned Transfers to/(from) Earmarked Reserves 40 40 40 0


Net (Surplus)/Deficit After Reserves 0 0 (250) (250)




6.
Implications


6.1
Finance

There are no financial implications other then those mentioned above.

6.2
Diversity & Equal Opportunities

There are no issues arising from this report to bring to the attention of the PCC.


6.3
Human Rights Act


There are no Human Rights Act implications arising from this report.


6.4
Sustainability

This report is part of the process to establish sustainable annual and medium term financial plans and maintain prudent financial management.

6.5
Risk

At this stage of the financial year budgets are very tight and are being actively managed to deliver against the priorities and plans whilst staying within budget. The capacity to absorb unexpected costs and pressures is therefore very limited. 

7.
Conclusion


7.1
The proposed 2016/17 budget underpins the PCC’s objectives of:

· Retain and develop Neighbourhood Policing


· Ensure a better deal for victims and witnesses


· Divert people from offending, with a focus on rehabilitation and the   prevention of reoffending


· Develop better coordination, communication and partnership between agencies to make the best use of resources


· Working for better industrial and community relations

As you would hope and expect the finances of the organisation are very tight, with the best service possible trying to be delivered within the budgetary constraints. The small forecast underspend for the financial year is predominantly as a result of the challenges in being able to recruit resources to deliver new areas of investment for 2016/17 and this is an area that will need to be closely monitored as we move into 2017/18. The financial performance of the organisation will continue to be closely monitored throughout the financial year as there are a number of pressures that are currently being risk managed that could impact on the position in this report, to ensure it is well controlled and also any impact from the 2016/17 financial performance feeds into the financial plans for 2017/18 and beyond.

Michael Porter 











PCC Chief Finance Officer
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Long Term Financial Plan Update

Graeme Slaughter

Chief Finance Officer





Objectives

Operational plan/model that can meet demand effectively

LTFP demonstrates whether or not our operational plan is affordable

Iteration underpinned by robust assumptions

At least 2 years rolling balance

Not to cut in advance of need





Workforce plan

No right or wrong workforce size, mix and model

Continual reshaping in the light of demand, deployment approaches and technology

The aim is to deliver an effective but flexible blend of skill sets, experience and capacity

Local Policing Reviews; CNYMIT; NERSOU; CDSOU

Have we reached optimum?

Pay = 68% of our total spend

Pay costs are the key to a balanced budget





 







Settlement 2016/17

‘This settlement gives you immediate certainty that police spending will be protected in real terms over the spending review period, when local income is taken into account.’

 

‘Total central Government resource to policing, including funding for CT, will be reduced by 1.3% in real terms over 4 years. Taking into account the scope that you have to raise local council tax, this means a flat real settlement for policing as a whole.’



CSR announcement 23rd November













PCC allocation

Allocation from PCC 		circa £120m pa

More than assumed			£19m



General Fund Apr 15			£8.8m

General Fund Mar 20			£4.2m

2020/21 Growth?



Other income Mar 16		+£1.1m

Other income Mar 17		-£0.7m

















Savings achieved

Reductions in officers; PCSOs and staff

Incremental drift/maternity leave

Strategic Intent	£1,900k

Tascor			   £490k

NPAS			£1,400k (£800k)

Telephony		   £143k

Growth avoided through collaboration





2016/17 pressures

National Insurance	        	           £1,600k

Apprenticeship levy	(2017/18)	£400k

NPAS				£107k

PCSO shift pattern			£140k

LP additional cars			£100k

LP police staff			£140k

LP problem solving			  £20k

Data quality clerks			£150k

Rest day working			£200k

Everyone Matters			  £70k

AFOs/rifles				  £77k

ET remedies		                           +£450k









7



Emerging Risks/Pressures

Major/serious/volume crime review	

Police staff investigators		

Equipment refresh			

Job evaluation			

Medical retirements / Injury on Duty			

Microsoft licenses					

Legal Challenges:

Bear Scotland

Allard judgement 

A19s

Leigh Day pension challenge			

ET judgements				





Cost Base

Pay 		£81m 		68%

‘Contracts’	£23m		19%

Estate		  £4m		  3%

Medical/IoD	  £3m		  2%	

Other		£10m		  8%

Total		£120m	100%	





2017 to 2021 LTFP

At least 2 years rolling balance

Indicative position is:

Minimal savings 2017/18 – under review

£1m to £2m savings 2018/19

Structured approach to delivering savings

Won’t cut in advance of need







Next Steps

Process implications of CSR 2016

Test LTFP underpinning assumptions

Recast the detailed pay budgets 

Risk assess the pressures

Confirm CJ resource requirement

Agree programme of BTU deep dives

Prepare savings and contingency plans

Maintain good financial control







Key Messages

We will have a balanced budget for 2017/18

We will have a balanced budget for 2018/19

Far less resilience than previous years

You will get your budgets and that is all!

Business cases must be self funding

No funding held back for ‘nice to haves’

BTU led ‘deep dives’ will identify savings for remainder of LTFP















Any Questions?







Long Term Financial Plan Update
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Scrutiny, Delivery & Performance Meeting


Thursday 27 October 2016


12 noon – 1.30pm


PCC Office, Police Headquarters, Ladgate Lane


Present


B Coppinger, Police and Crime Commissioner for Cleveland


J Hodgkinson, Police and Crime Commissioner’s Assistant Chief Executive


C Irvine, Temporary Assistant Chief Constable


J Nellist, Commissioner’s Officer, Scrutiny and Policy


K Rowntree, Executive Staff Officer, Cleveland Police


1. Apologies for absence



None.


2. Declarations of interests



None.

3. Notes of the previous meeting

Notes from the previous meeting were approved for publication.

4. Management and performance updates

It is encouraging that victim satisfaction rates have improved over the last eight months.  


Publicly recorded crime indicates that crime is rising locally and nationally.  Measures are being put in place to tackle this and Cleveland Police is confident that improvements will be achieved as a result.

5. PCC scrutiny questions

5.1 What is the impact of Complaints Triage team on levels of satisfaction and confidence?

The Complaints Triage team is a service funded by the PCC to assist in the resolution of some complaints.  The team is a co-located within the Professional Standards department providing a semi-independent complaints resolution service.  


The benefits of the Complaints Triage team are the early resolution of some complaints and in helping officers to rebuild relationships with complainants.  The PCC asked what the largest proportion of complaints received by the Force is?  This was noted to be incivility of officers and staff.  Although, recent performance monitoring shows a decline of these complaints.

The PCC asked if complaints about incivility is a Cleveland issue or if this is across the service?  This was felt to be a service wide issue and to better understand these issues a stakeholder group has been established to review and evaluate.

5.2 What has been the impact of body worn cameras for domestic abuse incidents and how does the Force plan to replace equipment?


Cleveland Police policy is that all officers must wear body worn cameras when attending incidents of domestic abuse.  Current take-up shows that 53% usage of body worn cameras.  It was noted that the Force is not realising the benefits of body worn camera in court cases although it appears to be more effective for incidents of antisocial behaviour.  

The devices being used are now out of guarantee and the software is no longer supported.   Funds have been allocated in the budget for repairing equipment and ICT technicians have been trained to maintain devices.  Work is underway both in Cleveland Police and with Durham Constabulary to explore how newer Agile working practices and devices can provide body worn camera facilities.  

5.3 Please provide an update on the dogs section and their training?


Risks associated with the use of general dogs in police operations has led to the temporary suspension of services.   Assessments are underway and a training plan has been created to ensure dog services are re-introduced.  In addition, the Force is in the process of acquiring two new dogs to return the dog section to its full complement.

5.4 Please provide an update on NPAS usage and funding implications?


The Chief Finance Officer provides updates to the PCC regarding the service provision and funds allocated by Cleveland.  It was noted that Cleveland Police is under budget on usage of Air Support services provided by NPAS.  This is mainly due to the distance of helicopters from Cleveland and the timeliness of deployment from West Yorkshire.  


Cleveland are reviewing the provision and use of air support and a report will be published shortly.  This will explore the role of unmanned devices in the use of police operations.  The report will be presented to the NPAS board for discussions and approval of recommendations made.

5.5 Please provide an update on the Estates Blueprint?


Concern was expressed that the PCC is not fully briefed on decisions being made regarding the police estate.   C Irvine confirmed that reviews and evaluations are being completed to assess demand and value for money of buildings to ensure that the Force finds the best approach for police operations.  A number of recommendations have been made regarding the continuing use of sites and the Force is negotiating with building owners and the Estates department for future plans. 

5.6 How is the Force preparing for the HMIC Stop and Search review?


Cleveland Police is fully compliant with Stop and Search legislation.  HMIC are inspecting Stop and Search across the police service.  Cleveland have submitted documents as part of the review but are not being subjected to inspection visits.

C Irvine confirmed that performance is regularly and robustly monitored and that Cleveland Police is part of a pilot with the College of Policing on Stop and Search.  Progress is monitored through monthly meetings.


5.7 How is the Force assessing 101 service demand and responses?


Major changes and a new technological approach to call handling have been made recently.  As the Control Room go through the transition phase there has been some negative impact on performance.   Implementation of changes will be complete by the end of November 2016 when the Force should begin to realise benefits and service improvements.


C Irvine reported that the introduction of THRIVE questions have led to longer times being spent with individual callers, but that this provides a better service.


The volume of callers to the Control Room is increasing although incidents being recorded is decreasing.  The PCC asked how many people abandon their call due to long waiting times.  C Irvine reported that 1% of calls are abandoned.


5.8 Please provide an update on the ‘Crime Index’ referred by national media and impact on priorities.

C Irvine reported that this refers to the Cambridge Index which is recently been developed.  It was explained that this index is a ‘sociological tool’ rather than a crime evaluation tool.  


Cleveland Police use the MORiLE model for their analytical assessments.  This has been submitted to the Police Council for approval as a national methodology.  


6. Other Updates

6.1 Victims First – This service was introduced in April 2016 to provide a targeted approach for delivering the right services to the right people.  The quality of service is regularly monitored and indications show that more work is needed to embed processes with Inspectors and Detective Constables to improve take-up.  

E-Cins, an information sharing database, is strengthening and being rolled out more broadly.  Discussions are underway between Cleveland Police and Local Authorities to further develop its use and also to possibly integrate with IMap (a mapping system).

6.2 VCAS – This service was introduced in April 2016 and work is progressing to encourage officers to refer victims to this service in a timely manner.


6.3 Restorative Justice Scheme – This scheme has been available since 2012 and was funded by the OPCC.  Funding ends in March 2017 and discussions are underway for the next phases.  

Cleveland Police is discussing the use of Restorative Justice in the criminal justice system with regional Crown Prosecution Services (CPS). 


6.4 Violence Against Women and Girls Strategy – A regional strategy has been in place since 2012.  

6.5 Protecting Vulnerable People (PVP) – A significant investment has been made with the establishment of a dedicated team providing services focussed on PVP.  There will be a launch in January 2017.  Cleveland Police have piloted the introduction of a support hub for the north side of the Force area.  Following its success this will be rolled out across the Force area.


Performance improvements are being introduced and options for supporting victims being developed.  These are monitored through Force performance meetings, including Tactical Performance Group and the Management Board.


7. Forward plan


The forward plan was tabled for information.  

8. Any other business


None.

9. Next meeting


Scrutiny, Delivery & Performance Meeting will take place on Wednesday 30 November 2016, 10am to 11.30am.
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Corporate Financial Monitoring Report to 31st October 2016



Introduction

This report provides assurance that the revenue and capital plans for 2016/17 are being delivered, that financial risks to the plan are being monitored and managed, and that remedial action is being taken where necessary.



Summary Headlines

The tables below set out the forecast outturn position as at 31st October 2016 coupled with the movements from the period 6 report. The forecast incorporates the impact of actions agreed to deliver financial targets. 



Budget Monitoring Summaries to 31st October 2016

The overall year-end revenue forecast is that of a break-even position.



[bookmark: _MON_1523001548][image: ]



Previously reported forecast outturns have included assumptions in respect of seven employment tribunals that have been lodged against the Chief Constable over several years. There is no separate source of funding to pay for the outcome of these claims so any awards made will draw resource away from operational policing. Consequently, the Force will be vigorous in defending against these claims to ensure fairness and proportionality.



Two of the claims have been settled within the estimates made whilst one has significantly exceeded the provision made. Consequently, expenditure programmes for the remainder of the year have been reviewed and adjustments made to deliver a break even position at the year end.



The potential consequence of this settlement on the outstanding claims is currently being assessed but poses a potential financial risk. In addition to this risk, a recent court determination in the case of Allard v the Chief Constable of Cornwall in respect of historic on-call payments for specific staff groups has the potential to create a significant financial pressure for forces nationally.



However, as a consequence of the above settlement and the previously reported homicides in March and April there is now very little financial resilience to deal with the any new major incidents or unplanned spikes in expenditure.





[image: ]



As can be seen from the table above the forecast for capital expenditure is currently an overspending of £201k. ICT capital schemes is predicted an overspend of £206k, mainly in connection with the large PSNP and Telephony projects. The major risks to delivery of the programmes are the end loading of some significant ICT schemes and the resource implications within ICT. This risk has now materialised resulting in the programme requiring reshaping to enable structured delivery.





Revenue Budget

On 24th February 2016, the PCC allocated the Force a revenue budget of £119,410k for 2016/17. Changes to the budget are set out at Appendix 1 resulting in a revised budget of £119,960k. A detailed analysis of the current year-end forecast is given at Appendix 2.



Key Risks

The key risks to the delivery of a balanced revenue budget were set out in the LTFP and are restated at Appendix 3. These risks are monitored at least monthly throughout the year. Since the last report two new risks have arisen. The major risks are:

· A number of employment tribunals have been lodged against the Chief Constable over several years. Two of the claims have been settled with the estimates made whilst one has significantly exceeded the provision made. The potential consequence of this on the outstanding claims is currently being assessed but poses a potential financial risk.

· A recent court determination in the case of Allard v the Chief Constable of Cornwall in respect of historic on-call payments for specific staff groups has the potential to create a significant financial pressure for forces nationally.

· The number and cost of major incidents in any one year is unpredictable.

· The potential acceleration of Police Officer and PCSO leavers above the planned profile outstripping our ability to recruit, causing capacity gaps and generating a material underspending.

· The Employment Tribunal ruling that the use of Regulation A19 was discriminatory was successfully appealed. However, the Staff Side have applied to the High Court for leave to appeal the ruling. The Court of Appeal has granted permission to Appeal which will be heard in January 2017.

· The Chief Constable of Cleveland currently has 25 claims lodged against him with the Central London Employment Tribunal in respect of the challenge to the Police Pension Scheme 2015.  The claims are in respect of alleged unlawful discrimination arising from the Transitional Provisions in the Police Pension Regulations 2015.  The Tribunal is unlikely to consider the substance of the claims until 2017.  





Police Pay & Allowances 

The forecast year-end position against the police pay budget has increased to a £590k overspend.



The budget was set on the basis of having an average of 1,292 FTE police officers throughout the year with a changing number each month in accordance with the leaver and recruitment profiles. As at the 31st October the actual number of officers in post is 1,297 FTE, 1 less than the 1,298 FTE assumed in the LTFP. However, the trend for officers to leave the service or retire early does not appear to have abated as shown in the table below although there have been no ‘other leavers’ during October. Of the eight officers who have left the force, five have transferred to other forces. 
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The forecast overspend has increased due to:

· A further reduction in the forecast number of medical retirements in the year from 8 to 5

· Officers remaining passed their 30 year service dates

· The anticipated leavers in October & November not materialising

· Continuing overtime and unsocial hours’ payments in respect of the 4 homicides in March & April although this is now tapering off.

· A change in operational policy in respect of payments for policing football matches.



Police Community Support Officers Pay & Allowances 

The forecast year-end position against the PCSO pay budget has remained at an underspending of £270k.



The budget was set on the basis of having an average of 132 FTE PCSOs throughout the year. The PCSO pay budget was set based on having 127 FTE officers in post at 1st April with a changing number each month in accordance with the leaver and recruitment profiles.



The actual number of PCSOs in post at 1st April was 124 FTE and as at 31st October this had fallen to 113 FTE, 19 less than the 132 FTE assumed in the LTFP for that point in the year. Of the eleven leavers to date, two are included in the April 2016 police officer probationer cohort and three in the September intake. 
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Police Staff

The forecast year-end position against the police staff pay budget is an overspending of £210k, an increase of £55k compared to last month’s forecast.



The staff pay budget was set based on having 235 FTE police staff in post at the 1st April with a reducing number of staff each month in accordance with assumptions in respect of starters and leavers and the end of fixed term contracts. In May 2016, 19 staff transferred to the force from Sopra Steria under TUPE regulations as a consequence of the Strategic Intent changes.



As at the 31st October actual FTE in post were 256.



The causes of the overspending have been previously reported as:

· The contracts for 14 police staff investigators being extended until March 2017 

· Additional posts agreed at the Towards 2020 Change Board

· Overtime incurred in April & May in connection with the 4 homicides although this is now tapering off.



This forecast overspending has increased on that reported last month as a result of staff posts within the CYNMIT being recruited to. This includes 11 Police staff investigators, of which 4 are external recruits, 5 are current FTC PSI’s and 2 from other areas of the force and 4 Holmes Indexers. There is no current provision within the staff forecast to replace the fixed term contract staff.



Non-Pay Budgets

The forecast year-end position against the non-pay budget is an overall underspend of £530k. 

The major variances are set out below:



Sopra Steria

The current forecast is for break-even and assumes delivery of £1m in-year savings from the Strategic Intent changes. Delivery of this saving has been confirmed in an exchange of letters, however, the finalisation of commercial discussions and the signing of a revised contract will be later in the year.



Custody £190k underspend

The current forecast is for an underspend of £190k. As previously reported, the contract credits from Tascor in respect of reducing volumes have been formalised into a contract variation effective from 1st June giving savings higher than those assumed in the LTFP resulting in a projected underspend of £190k.



Other Police pension Costs £240k underspend 

The current forecast is for an underspend of £240k against other police pension costs as a result of a lower forecasted number of medical leavers than envisaged in the LTFP.



Premises, Fuel, Light and Power £90k underspend

The current forecast position is an underspend of £50k on utilities electricity and gas due to the current market price and £40k on repairs and planned maintenance due to prioritising activity in support of the Community Safety Hub Project and risk managing the reactive repairs.



Transport £60k underspend

The forecast year-end position for transport is an underspend of £60k due to the price of fuel and an anticipated underspend on vehicle black box maintenance. This offsets the additional backdated charges associated with the review of the essential car user allowances.



National IT Charges £25k underspend

The forecast year-end position for National IT charges is an underspend of £25k due to the reduction in charges for the ACRO Criminal Records Office plus International Criminal Conviction Exchange (ICCE).



Insurance £10k overspend

The forecast year-end position for insurance is a small overspend of £10k due to a rise in the cost of the premiums as a result of an increase in the number of claims, and the increase in fleet size as a consequence of the local policing review. 



Forensics £60k overspend

The forecast year-end position for forensics is an overspending of £60k due to the requirements for toxicology services connected to the murder enquiries and the increase in the drug driving tests.



Computing £50k underspend

The forecast year-end position for computing is an underspend of £50k due to savings identified against PNN2/3 and IL4 confidential network charges as a result of changes and delays in the associated capital schemes. 



Surgeons and Medical costs - £30k underspend

The forecast year-end position for Surgeons and Medical costs is an underspend as result of lower requirement for intermediary services in child sexual abuse cases (£13k) and occupational health services (£17k), than originally budgeted.



Office Equipment and Expenses £25k overspend

The year-end forecast is for an overspending of £25k, largely due to £5k for external storage charges and £20k increased charges relating to the photocopier contract in the form of additional costs (£14k) for e-copy licences, and one-off implementation costs (£6k).



Other - £45k overspend

The current forecast position is for an overspend of £45k against other costs with the main areas being £20k for making good damage to property as a result of the new contract, and £15k on match day feeding.





Legal Charges 

The forecast outturn has included assumptions in respect of seven employment tribunals that have been lodged against the Chief Constable over several years. Two of the claims have been settled with the estimates made whilst one has significantly exceeded the provision made. The potential consequence of this on the outstanding claims is currently being assessed but poses a significant potential financial risk.



Major Incident Contingency

The major incident contingency budget for 2016/17 was £799k for both planned and reactive operations. As a result of the 4 homicides in March and April 2016, there is a pressure of £180k against this budget. This may be exacerbated by the reconfiguration of funding in respect of homicide investigation when the Cleveland and North Yorkshire Major Investigation Team goes live in November. Resources will be transferred from the Major Incident Fund towards the budget for the new unit. The actual amount will depend on the glidepath for the recruitment of Police Staff Investigators and other Police Staff Roles to the new unit. Additional re-charges from North Yorkshire relating to the cold case review team are currently under review.



The final outturn is dependent upon the number and complexity of any further major incidents that may arise before the new unit goes live.



Cleveland Durham Specialist Operations Unit (CDSOU)

The Cleveland budget for the joint unit was £6,043k. The current forecast is for a breakeven position at the end of the year.



North East Region Specialist Operations Unit (NERSOU)

The Cleveland budget for NERSOU has been set at £1,365k. The current forecast is for a £110k underspend at the end of the year, mainly attributable to additional Home Office funding for the cyber-crime unit and delays in staff recruitment. It was agreed at the recent NERSOU Management board that this underspend will be used in implementing a new building. 





Capital Budget

On 24th February 2016, the PCC allocated the Force a capital budget of £8,132k for 2016/17. In addition, schemes totalling £1,005k were brought forward from 2015/16 bringing the approved 2016/17 budget to £9,137k.



Changes approved by the PCC (or the Chief Constable’s CFO under delegated authority) in year resulting a revised capital budget of £9,022k are set out at Appendix 4, with a full breakdown of schemes shown at Appendix 5. 



Key Risk

As previously reported concerns over slippage in delivery of the ICT programme prompted a detailed review as this places additional pressure on ICT resources later in the year and puts the successful delivery of the remaining programme at risk. The review identified that:

· Business cases did not include provision for project management costs, external technical resource and third party costs resulting in their budgets being understated

· It was not clear that ICT resource would be available when necessary to install equipment when delivered

· Not all schemes could be successfully delivered in 2016/17 as originally planned



As a consequence of the above: 

· Procedures have been tightened to ensure that all costs will be identified in future business cases and that any cost pressures arising from the tendering exercise identified are mitigated before approval to proceed

· Measures are being taken to reduce the cost of schemes where possible

· Discussions are underway with the OPCC in respect of overspending and potential over commitment on schemes.



Update on Key Schemes



Cleveland Community Safety Hub (CCSH)

The CCSH is planned to be operational in June/July 2018. The budget is closely monitored by the Project Board and expenditure follows contractual obligations which have now been re-phased to mirror the changes in the scope of the scheme. The majority of this year’s budget is linked to the land purchase. The funding for construction and IT infrastructure has been moved into 2017/18.



Rewiring of North Ormesby

This scheme is complete. Final sign-off from the Quantity Surveyor was received in August, with the scheme underspent by £5k.



ICT schemes

The ICT programme includes £3.4m of new schemes. Project managers are receiving enhanced support to ensure successful monitoring and delivery of their projects.



Completed ICT Schemes:

· Mobile Working

· Public Service Network for Policing (PSNP)

· Additional Storage Capacity

· Tape Back Up Technology Refresh



Telephony Refresh

The remaining items relating to damaged kit were delivered in September allowing the majority of the scheme to be completed at the end of Quarter 2 2016 but issues with the order of the voice recording system have delayed the replacement of the phones within the control room with an anticipated implementation of January 2017. There is a forecasted overspend of £125k on this scheme as a result of additional kit (£50k) that was built into the contract but not in the original business case, and additional resourcing requirements for project management and network engineer (£75k). 



WAN Upgrade of Core Links and PSTN Firewalls

All of the equipment has been received for these two interlinked schemes. Final completion is now expected by the end of December due to delays with the supplier providing the required link and the ICT resourcing issues reported above. At the end of October 2016 the actual spend was £104k, £9k above the allocated budget. This is due to the budget being set at pre-tender estimates rather than final tender price. 



Integrated Communications Control Systems (ICCS)

ICT are to supply final costs and decision on which national Framework is preferred to Procurement in order to submit a report to PCC by end of month, with an anticipated contract awarded in early December. The aim is to deliver the scheme between January and March 17, but there is potential to slip into 2017/18.



IL4 Confidential Network

Due to the resourcing issue reported above, ICT have proposed postponing this scheme until next financial year. This has not yet been risk assessed and agreed by the Senior Information Risk Owner.



VMware

The VMware Scheme is heavily linked to Cloud services and with final decision on this not expected until February, the delivery & specifications of this scheme in this financial year could not be confirmed, therefore a decision has been made to defer this scheme until 2017/18.



LAN Refresh

A full business case was submitted to the ‘Towards 2020’ board. ICT are currently working on the revised specifications with aim to give the final specifications to procurement by the end of November. Costs will be collated and revised business case will be presented to the Towards 2020 board following the procurement exercise. The final decision will have impacts on the delivery and costs of the Mobile Access Point Name & Remote Access Services capital Schemes. 

 

Blade Architecture

Due to the costing issue reported above, the full business case was considered by the Towards 2020 Change Board. However, the indicative cost exceeds the budget available. Specifications are been compiled by ICT as to which elements are required outside the wider Cloud solution to enable a procurement exercise to be run early next year.



SQL Upgrade

Discussions are in progress with the supplier with indication on final costs expected by the end of November.



Oracle Upgrade

Oracle consultant contracted to review the current system starting in November with report expected early January on recommendations and costs.



iMap Development

Currently on budget, with phase 1 expected to be completed in November and phase 2 forecasted to be finished by February 2017.



Control Room Docking stations

Forecasted £3k overspend as a result of higher than anticipated costs of the metal framework element of the equipment. 



Cloud Based Data Centre

The contract for the cloud based data centre has been signed and awarded in November 2016. Spend against this contract will commence over the next few months. Further updates will be provided in due course.





Fleet Replacement

The 2015/16 orders for 14 vans were placed immediately the contract was re-let. All the vehicles have been received at the end of September of which 10 have been released for operational duties, with the remaining scheduled for November. This is still having an effect on the operational effectiveness of the fleet, as the older vehicles are requiring more maintenance to keep them on the road which increases the revenue costs and removes them from service for longer periods of time.



Of the 2016/17 fleet requirements 50 of the 55 vehicles have now been ordered, with 29 now received. An additional 48 vehicles have been ordered as part of the wider Fleet Review of which 14 have now been received. There have been small delays due to the volume of vehicles and national contracts rather than any issues with suppliers. 





Graeme Slaughter

Chief Finance Officer

15th November 2016
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Appendix 3

Long Term Financial Plan (LTFP) 2016/17 to 2019/20 – Assessment of Risks



		Risk

		Detail

		Mitigation



		Future year’s funding cuts assumed in the LTFP are too low.

		The Police settlement was one year only so no certainty about future funding at Force level has been received.



		More radical options will be developed including further reductions in officer, PCSO and staff numbers, inter-force collaboration and blue light collaboration.



		Changes to the future funding formulas for Police Forces.

		The Policing Minister is committed to  reforming the police funding formula and will bring forward proposals for public consultation.

The current assumptions do not factor in any adverse impact as a result of a revised formula.

Current indications are that no changes will be made before 2018/19.

		More radical options will be developed including further reductions in officer, PCSO and staff numbers, inter-force collaboration and blue light collaboration.



		Employment Tribunal ruling that A19 retirements are unlawful due to age discrimination.

		Cleveland has 49 appeals by ex-officers that are currently stayed pending the appeal hearing. Any damages awarded by the Tribunal may be of sufficient magnitude to result in the General fund support to revenue not being available and future allocations being reduced. Although, the recent Employment Appeals Tribunal held that the use of regulation A19 was lawful, the Staff Side have applied to the High Court for leave to appeal the ruling and The Court of Appeal has granted permission to be heard in January 2017.



		The Force has achieved its target officer numbers, is recruiting again and no longer needs to use A19.

The circumstances in Cleveland were different to those forces involved in the test case.

Negotiate with the Home Office for additional funding should appeal be lost.

More radical options will be developed including further reductions in officer, PCSO and staff numbers, inter-force collaboration and blue light collaboration.



		Pay awards are higher than those assumed in the LTFP. 

		The LTFP assumes that pay will rise by 1% from September 2016.

A movement of 1% would have an impact on pay and contracts of approximately £500k.

In September it was agreed that all staff posts within the force would receive a 1% pay increase from the 01/09/16.

		The Emergency Budget in 2015 announced that public sector pay increases would be capped at 1% for the following four years.

In July 2016 the Home Secretary accepted in full the recommendations of the remuneration and salaries review bodies for Police Officers. These are in line with the assumptions in the LTFP.



		The cost of early retirements and voluntary/compulsory redundancies in 2016/17 is in excess of the earmarked reserve.

		An earmarked reserve has been set up to cover the cost of the Strategic Intent programme. However, the range of individual payments varies greatly so this estimate is indicative rather than accurate.



		The PCC has absorbed additional costs through the use of reserves and other income.





		A higher than forecast level of costly major incidents.

		The number and cost of major incidents in any one year is unpredictable.

		There is sufficient flexibility in the plan to absorb some additional costs depending on the magnitude and the time of year the issue becomes known.

The PCC may absorb any additional costs in total or part through the use of reserves or other income.





		The continued acceleration of Police Officer and PCSO leavers above the planned profile outstripping our ability to recruit.

		Pay budgets have been set based on assumptions in respect of officers and staff leaving and additional recruits being brought in. Should the number of leavers outstrip our ability to recruit this could result in capacity gaps and generate a material underspending.

		An evidence based review of recruitment and training capacity has been undertaken and capacity is being increased to enable flexing of the plan.

Should a capacity gap emerge, service levels will be delivered through targeted overtime and the continued employment of police staff investigators.





		National mandation.

		In recent years there has been national mandation of systems e.g. Pentip, resulting in unplanned costs to the Force.



		There is sufficient flexibility in the plan to absorb some additional costs depending on the magnitude and the time of year the issue becomes known.

The PCC may absorb any additional costs in total or part through the use of reserves or other income.





		Police Pension scheme 2015.

		Test case on new pension with risk due to Gender/Race inequality.	

		Cleveland has contributed to the NPCC legal defence of this case. Cleveland has at present 25 claims from Police Officers. This case is not likely to be heard until 2017.



		Employment Tribunals

		Seven employment tribunals have been lodged against the Chief Constable over several years. Two of the claims have been settled with the estimates made whilst one has significantly exceeded the provision made. The potential consequence of this on the outstanding claims is currently being assessed but poses a potential financial risk.

		More radical options will be developed including further reductions in officer, PCSO and staff numbers, inter-force collaboration and blue light collaboration.





		Allard V the Chief Constable of Cornwall

		A recent court determination in the case of Allard v the Chief Constable of Cornwall in respect of historic on-call payments for specific staff groups has the potential to create a significant financial pressure for forces nationally.

		More radical options will be developed including further reductions in officer, PCSO and staff numbers, inter-force collaboration and blue light collaboration.
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Revenue Annual 


Budget


Previous 


Forecast


Change


£000s £000s % £000s £000s


Pay Budgets


Police Pay & Allowances 68,514 590 0.9% 325 265


PCSO Pay & Allowances 4,077 (270) (6.6%) (270) 0


Staff Pay & Allowances 8,676 210 2.4% 155 55


Total Pay & Allowances 81,267 530 0.7% 210 320


Total Non-Pay Budgets 38,693 (530) (1.4%) (210) (320)


Total Expenditure 119,960 0 0.0% 0 0


Forecast Outturn
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Capital Monitoring Statement to 31st October 2016


Capital Annual 


Budget


Previous 


Forecast


Change


£000s £000s % £000s £000s


Estates Schemes 2,319 (5) (0.2%) (5) 0


Equipment Replacement 53 0 0.0% 0 0


ICT Schemes 4,227 206 4.9% 184 22


Fleet Replacement 2,309 0 0.0% 0 0


Innovation Fund Schemes 75 0 0.0% 0 0


Provision for Business Cases 39 0 0.0% 0 0


Total Capital  9,022 201 2.2% 179 22


Forecast Outturn
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Police Officer 


Attrition


As At 


31/10/16


Forecast 


Nov to 


March


As At 


31/03/17 


Total


01/04/16 to 


31/03/17 


LTFP


Variance to 


LTFP


LTFP at 1st April 1270 1270 1276 -6


Retirements -31 -18 -49 -40 -9


Medical Retirements 0 -8 -8 -12 4


Other Leavers -8 -8 -16 -12 -4


Recruitment 66 27 93 88 5


Total 1297 -7 1290 1300 -10
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PCSO Attrition


As At 


31/10/16


Forecast 


Nov to 


March


As At 


31/03/17 


Total


01/04/16 to 


31/03/17 


LTFP


Variance to 


LTFP


LTFP at 1st April 124 124 127 -3


Leavers -11 -8 -19 -12 -7


Recruitment 0 16 16 22 -6


Total 113 8 121 137 -16
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Changes to Revenue Funding Decision 


Ref


Month 


Added


Change


£000s


Initial Funding Allocation 119,410.0


Camera Enforcement Budget May-16 60.0


Secondment Income Aug-16 140.2


NPAS Sep-16 107.1


Everbody Matters Sep-16 82.0


Cloud revenue costs Oct-16 161.1


Funding allocation at Month 7 119,960.4


Appendix 1
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Budget Monitoring Statement to 31st October 2016


Annual 


Budget


Budget to 


Date


Actual to 


date 


Variance to 


Date


Forecast 


Outturn


£000s £000s £000s £000s £000s


Pay Budgets


Police Pay & Allowances 66,909 39,310 39,179 (131) 125


Police Overtime 1,605 809 1,194 385 465


Total Police Pay & Allowances 68,514 40,119 40,373 254 590


PCSO Pay & Allowances 4,072 2,376 2,175 (201) (270)


PCSO Overtime 5 2 1 (1) 0


Total PCSO Pay & Allowances 4,077 2,378 2,176 (202) (270)


Staff Pay & Allowances 8,630 5,034 5,046 12 175


Staff Overtime 46 27 71 44 35


Total Staff Pay & Allowances 8,676 5,061 5,117 56 210


Total Pay & Allowances 81,267 47,558 47,666 108 530


Non Pay Budgets


Steria Charges 17,667 11,156 11,146 (10) 0


Premises 3,776 2,206 2,080 (126) (90)


Custody 3,190 1,861 1,816 (45) (190)


Other Police Pension Costs 2,775 1,619 1,293 (326) (240)


Transport 1,573 918 827 (91) (60)


External Support 838 489 623 134 0


National IT Charges 898 523 501 (22) (25)


Insurance 975 569 758 189 10


Change & Contingency 816 476 508 32 15


Communications 782 456 426 (30) 0


National Police Air Service 1,004 586 586 0 0


Forensics 861 502 512 10 60


Maintenance Agreements 524 212 202 (10) 0


Computing 599 443 286 (157) (50)


Surgeons & Medical Costs 325 189 138 (51) (30)


Professional Fees 754 440 434 (6) 0


Other Equipment & Furniture 276 161 182 21 0


External Training, Seminars  340 198 175 (23) 0


Office Equipment & Expenses 226 132 130 (2) 25


Agency Staff 0 0 20 20 0


Other  494 288 282 (6) 45


Total Non-Pay 38,693 23,424 22,925 (499) (530)


Total Expenditure 119,960 70,982 70,591 (391) 0


Memo Information


Major Incident Contingency 676 395 593 198 180


Major Incident Planned Operations 123 72 102 30 0


CDSOU 6,043 3,533 3,503 (30) 0


NERSOU 1,365 796 732 (64) (110)
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Changes to Capital  Funding Month Added Change


£000s


Funding Allocation in LTFP 8,132


Schemes bfwd from 2015/16 1,005


Total Capital funding 9,137


Cloud Services PIF - Unsuccessful Bid May


(465)


Evidence Based Practice - PIF Unsuccessful Bid May


(60)


Data Quality-Golden Nominal - PIF second year May 75


Local Policing Review Additional Vehicles June


454


ANPR Enhancement Oct


42


Cloud Data Centre - revenue costs


Oct


(161)


Funding allocation at Month 7 9,022
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Capital Monitoring Statement to 31st October 2016


Annual 


Budget


Budget to 


Date


Actual to 


Date


Variance to 


Date


Forecast 


Outturn


£000s £000s £000s £000s £000s


Estates Schemes


Cleveland Community Safety Hub  2,302.5  586.0  536.8  (49.2) 0.0 


Rewiring of North Ormesby 17.0  17.0  12.4  (4.6) (4.6)


Total Estates Schemes 2,319.5  603.0  549.2  (53.8) (4.6)


Equipment Replacement


ANPR Server Upgrade 42.0  0.0  0.0  0.0  0.0 


TSU Capital Expense 11.0  0.0  0.0  0.0  0.0 


Total Equipment Schemes  53.0  0.0  0.0  0.0  0.0 


ICT Schemes


Mobile Working 33.2  12.0  10.6  (1.4) (22.6)


Public Service Network for Policing (PSNP) 0.0  0.0  76.3  76.3 95.0 


Tape Back Up Technology Refresh 40.0  40.0  35.7  (4.3) (4.3)


Telephony Refresh 687.6  687.6  796.0  108.4 125.0 


WAN/PSTN Firewalls 95.0  95.0  104.1  9.1 9.1 


Additional Storage Capacity 120.0  120.0  120.1  0.1 0.1 


Integrated Communications Control Systems 700.0  0.0  19.8  19.8 0.0 


LAN Refresh  375.0  0.0  0.0  0.0 0.0 


Blade Architecture 250.0  0.0  8.3  8.3 0.0 


SQL Upgrade 15.0  15.0  2.6  (12.4) 0.0 


IL4 Confidential Network 155.0  0.0  0.0  0.0 0.0 


Oracle Upgrade 150.0  0.0  0.0  0.0 0.0 


Remote Access Services 50.0  50.0  0.0  (50.0) 0.0 


Mobile Access Point Name 40.0  40.0  0.0  (40.0) 0.0 


VMWare Manager 50.0  0.0  0.0  0.0 0.0 


iMap Devlopment 12.0  12.0  3.8  (8.2) 0.0 


Control Room Docking Stations 15.0  15.0  0.0  (15.0) 3.0 


Cloud Based Data Centre 1,438.9  400.0  0.0  (400.0) 0.0 


Total ICT Schemes  4,226.7  1,486.6  1,177.3 (309.3) 205.3 


Innovation Fund Schemes


Data Quality-Golden Nominal  75.4  75.4  40.5 (34.9) 0.0 


Total Innovation Fund Schemes  75.4  75.4  40.5  (34.9) 0.0 


Fleet Replacement


Write off / Uneconomical Repairs  174.5  62.0  40.1  (21.9) 0.0 


Black Box Replacement 151.6  33.4  30.4  (3.0) 0.0 


Fleet Replacement 1,982.5  939.9  606.9  (333.0) 0.0 


Total Fleet Replacement 2,308.6  1,035.3  677.4  (357.9) 0.0 


Provision for Business Cases 39.0  0.0  0.0  0.0  0.0 


TOTAL CAPITAL 9,022.2 3,200.3 2,444.4 (755.9) 200.7
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[bookmark: LastEdit][image: PCC Logo]Police & Crime Commissioner for Cleveland 

Cleveland Police Headquarters

Ladgate Lane

Middlesbrough

TS8 9EH



Email: pcc@cleveland.pnn.police.uk 

Website: http://www.cleveland.pcc.police.uk



Police and Crime Commissioner:    	Barry Coppinger	Tel: 01642 301653

Chief Executive & Monitoring Officer:	Simon Dennis BA, Solicitor	Tel: 01642 301653



[bookmark: A1]PCC scrutiny questions



The PCC has requested a response be provided on issues arising as set out below. 

· What progress has been made in improving the 101 service to the public with regard caller’s waiting times?

· How is the £1.5m allocated to neighbourhood policing being used? 

· What recruitment processes are being adopted by the Force to ensure that under-represented groups are being encouraged to apply?

· What progress/impact has been made with the neighbourhood policing model in terms of officers being deployed, points of contact and their responsibilities?

· Can the Force give reassurances that officers are attending key meetings in neighbourhoods and if not that apologies are provided?

· Is the Force able to provide a progress report covering aspects of the Strategic Direction before 16 December?

· How is the Force interaction with VCAS working and are there any areas for improvement?

· How does the Force support the development of services to victims of anti-social behaviour?

· What progress is being made on the Volunteer’s Programme?

· Are there any proposed closures and a communciations strategy for the Estates Strategy/Blueprint?
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Report of the Chief Finance Officer of the PCC to the Police and Crime Commissioner for Cleveland

30th November 2016

Status: For Information

Long Term Financial Plan (LTFP) 2017/18 to 2020/21 and Capital Plans 2017/18 to 2020/21 Update


1. Executive Summary


1.1 Purpose of the Report 


This report is to provide the PCC with an update on the delivery of the Long Term Revenue and Capital plans of the organisation based on the plans agreed by the PCC in February 2016 and any significant changes that have taken place since February.

2.
Recommendations

The PCC is requested to note:

2.1
The contents of the report.

2.2 The plans rely on assumptions and estimates about what will happen in the future. There are a significant number of unknowns that are outside of the control of the organisation and as such there are a number of risks to the organisation. The main risks are set out within the report and will be kept under review.

2.3 There are a number of pressures that are beginning to emerge. This will necessitate the need to develop as of yet unidentified savings to make them affordable within the expected funding constraints.


2.4 A further update on the LTFP will be provided in February for the purposes of budget setting.

3.
Planning and Funding Assumptions


3.1 National Context 

Since the last update report in September the Autumn Statement took place on the 23rd November. A summary of the major points of interest from the statement are included at Appendix A. 

3.2 There were no specific references within the statements to PCC’s, Policing or the Home Office and no changes proposed to the Departmental Expenditure limits that were set out in the March 2016 budget. As a result, the LTFP assumes no changes to the Forecast changes to Government Grant from those set out in September. These are set out below for information: 


[image: image1.emf]Feb 2016 MTFP Sept 2016 MTFP


% %


2017/18 -0.6% -0.6%


2018/19 -0.6% -0.6%


2019/20 -0.6% -0.6%


2020/21 N/A 2.0%


Assumed Government Grant Reductions




3.3 Funding Formula


The Government has been clear that existing arrangements for distributing core grant funding to police force areas in England and Wales need to be reformed. “These arrangements are complex, outdated and reflect a picture of policing risk and demand which has moved on and – fundamentally – are born out of the interaction between separate Home Office and DCLG funding formulae which can no longer be updated.”

3.4 The Minister of State for Policing and the Fire Service wrote to all Police and Crime Commissioners on 14 September setting out plans for continuing work to review these arrangements, focussed on developing a new Police Core Grant Distribution Formula. The first stage of this work will be a period of detailed engagement with the policing sector and relevant experts. Any final decisions on implementation of a new formula will follow a period of public consultation. 

3.5 The Review will take place between October 2016 and February 2017 and comprise a period of detailed engagement with the policing sector and relevant independent experts, which will make recommendations to the Home Office on a new formula for distributing Police Core Grant funding to PCCs (and their London equivalents) in England and Wales.

3.6 Specifically, the Review will have the following objectives: 


· To agree a set of core principles that a future formula should be based on (using fairness; transparency; stability; alignment with expected relative risk and demands; and, appropriately incentivising efficiency and effectiveness as the starting point, and the balance that a new formula should strike between them; 


· To develop proposals on a new police core grant distribution formula which aligns with these principles and takes account of the significant drivers of risk and demands for policing services; 


· To consider whether and how to take into account regional cost variations in a new formula; 


· To consider whether and how a new formula should take into account forces’ local council tax base; 


· To advise the Home Office on the options for transition to a new formula. 

3.7 The formula will be based on 5 key principles:


· Stability

· Fairness

· Transparency

· Incentivising efficiency & effectiveness, and 

· Alignment with risk. 

3.8 These are complemented by 6 policy objectives:


· Encourages efficiency

· Recognises local circumstances including ability to raise council tax

· Avoids prolonged transition

· Stable and predictable

· Enables transformation and future proofing, and

· Encourages upstream crime prevention.


3.9 There are 3 building blocks:


· Relative needs and demands (likely to be based around population, socio-economic factors, geography & environmental) 

· Relative costs and needs

· Variation in local tax raising powers


3.10 While this is a new process, with a new minister, many of the key principles, objectives and building blocks are not that dissimilar to those previously looked at during the last Funding Formula Review. That review, prior to the discovery of an error in the formula by Devon and Cornwall, was forecast to result in an increase in Funding for Cleveland of around £5m per annum. After the discovery of the error in the Formula a subsequent recasting of the Formula, although on an unofficial basis, suggested an increase in funding of around £2m per annum to Cleveland.

3.11 The results from this original formula, across all Policing areas, were presumably acceptable to the Home Office and therefore it is unlikely that there will be any adverse impact from the Funding Formula review on Cleveland. Until further information becomes available the LTFP assumes there would be no impact on the Funding received by Cleveland as a result of any new funding formula.   

3.12 As more information becomes available these assumptions will be reviewed. 

3.13 Precept


Only 25% 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.  


3.14 The assumption throughout this plan, for planning purposes, is that this element will continue to increase at a rate of 1.99% per annum, although this will be subject to an annual decision.


3.15 The Government have informed PCC’s that ‘You should plan on the basis that the overall referendum limit for police precept will be maintained at 2% over the Spending review period for Police and Crime Commissioners in England.’ Therefore the risk in relation to this assumption going forward is manageable locally and subject to local decision and consultation annually.


3.16 DCLG has recently published a technical consultation on the 2017-18 Local Government Finance Settlement. The consultation, which closed on 28 October 2016, included details of the 2017-18 council tax referendum principles for police. 


3.17 The Government’s proposals for the council tax referendum principles for 2017/18 are: 


·  A core principle of 2%. As in 2016/17, this would continue to apply to shire counties, unitary authorities, London boroughs, the Greater London Authority, fire authorities, and Police and Crime Commissioners except those whose Band D precept is in the lower quartile of that category 


·  Those Police and Crime Commissioners whose Band D precept is in the lowest quartile (this doesn’t include Cleveland) of that category will be allowed increases of less than 2% or up to and including £5, whichever is higher.

3.18 There have therefore been no changes to the assumptions within this area since the February LTFP was approved.

3.19 Number of Band D Equivalent Properties and Collection Surplus’


Over the last 3 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.


3.20 In line with Government projections and based on historic trends the financial plans previously included a 0.5% increase in the underlying tax base on an annual basis and a £320k per annum collection surplus.


3.21 However the growth in tax base is expected to continue into both 2017/18 and beyond. Early indications are that the growth in tax base between 2016/17 and 2017/18 could be in region of 1.4% and if this is confirmed this would provide additional recurring funding of around £270k per annum.


3.22 It is also expected that the combined Collection Surplus payable to the PCC in 2017/18 will be in line with previous estimates. 

3.23 These changes will be kept under review as part of the LTFP planning process and revised as necessary in line with the rest of the plan.

3.24 Specific Grants, Other Income and Partnership Fees and Charges

These sources of income and funding are forecast to provide between £2.7m and £2.8m across the life of the plan.

3.25 The entire funding therefore expected to be available to the PCC for the next 4 years in comparison to 2016/17 is shown below. The table also shows the likely impact of the revised assumptions around Precept, in comparison to September 2016. 
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2016/17 2017/18 2018/19 2019/20 2020/21


Funding £000s £000s £000s £000s £000s


Government Grant (84,684) (84,176) (83,671) (83,169) (84,832)


Council Tax Precept (31,642) (32,225) (32,965) (33,780) (34,620)


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  (123,994)(124,069)(124,304)(124,617) (127,121)


Specific Grants (5,843) (4,673) (4,856) (4,381) (5,381)


Witness and Victims Funding (663) (663) (663) (663) (676)


Partnership Income/Fees and Charges (2,760) (2,754) (2,760) (2,792) (2,825)


Total Funding (133,260)(132,159)(132,583)(132,453) (136,003)


%age change in Total Funding 1.1% -0.8% 0.3% -0.1% 2.7%


Funding Forecast - September 2016 (133,260)(131,889)(132,394)(132,209) (135,646)


Changes to Funding Forecast 0 (270) (190) (244) (357)




4.
Expenditure Plans


4.1 When setting the budget for 2016-17 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 set a budget of £850k for 2016-17 which was £350k (or 29.2%) less than the budget inherited from the former Police Authority. The PCC set an original target to save £350k per annum from the budget inherited from the former Police Authority by the end of the first term of the PCC. This was achieved in 2015/16 which was a year earlier than expected. Current projections suggest that this budget can be maintained into 2017/18 which in cash terms means the delivery of additional savings to take account of both pay and non-pay inflationary increases.


4.3 Community Safety and Vicitms 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. These additional responsibilities have also attracted some additional funding. The Community Safety grant was provided in 2013-14 before being absorbed into the main Police Grant, while the provision of grant funding from the Ministry of Justice for the commissioning of services in relation to Victims and Witnesses services continues.

4.4 In line with the changing and evolving responsibilities in this area the current plans are all under review to ensure that the budgets are aligned with the priorities of the PCC as outlined in the Police and Crime Plan. The current plans expect that £2.1m per annum is provided in this area across the life of the plan which is as per 2016/17.

4.5 In addition to this 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. 

4.6 This funding will be made available to the Chief Constable as needed to create 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

4.7  The indicative budget for these areas are set out in the table below:
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2016/17 2017/18 2018/19 2019/20 2020/21


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


Community Safety Initiatives 1,345 1,005 1,005 1,005 1,005


Service Improvement and Development 750 1,330 1,350 1,375 1,500


Victims and Witnesses Services 715 1,060 1,060 1,060 1,060


Total Planned Expenditure 2,810 3,395 3,415 3,440 3,565


Forecasts




4.8 Corporate Services


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


4.9 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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2016/17 2017/18 2018/19 2019/20 2020/21


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


Staff Pay 295 320 325 330 335


Non Pay Expenditure 40 40 40 40 40


PFI Action Stations 5,120 5,120 5,195 5,280 5,365


PFI Urlay Nook 1,770 1,750 1,800 1,855 1,910


Asset Management 1,625 1,625 1,625 1,625 1,625


Total Corporate Costs 8,850 8,855 8,985 9,130 9,275


Forecasts




4.10 Over £500k of cashable savings have been delivered from this area over the 4 years to 2016/17. 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.

4.11 Further savings will be difficult to deliver but the ‘Asset Management’ costs are undergoing a full to review to ensure opportunities around the current borrowing costs are taken into account in both the short term and long term needs for financing the PCC’s capital programme.

5.
Police Force

5.1
The vast majority of the funding available to the PCC will be provided to the Chief Constable, in terms of providing the budgetary constraints in which the PCC expects the Force to work within, in delivering against the Police and Crime Plan.


5.2
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.
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Forecast Force Funding 2016/17 2017/18 2018/19 2019/20 2020/21


£000s £000s £000s £000s £000s


Total at July 2015 (118,105) (117,160) (115,300) (110,300)


Additional Funds allocated to Force (795) (1,290) (1,850) (7,550)


Accounting Change re: NPAS (510) (500) (500) (500)


Apprentices Levy 0 (400) (400) (400)


Revised Total - Feb 2016 (119,410) (119,350) (118,050) (118,750) (120,000)


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


Revised Total - November 2016 (119,410) (119,800) (118,500) (119,200) (120,450)




5.3 
Details of the Force’s plans are provided on a separate presentation, that is also on today’s agenda, and this will be worked up into the usual financial presentation for future updates of the LTFP. 


6.
Overall Financial Summary

5.1 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.

5.2 The presentation from the Force provides an indication of the challenges that will be faced in being able to deliver this.
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2016/17 2017/18 2018/19 2019/20 2020/21


Funding £000s £000s £000s £000s £000s


Total Funding (133,260) (132,159) (132,583) (132,453) (136,003)


%age Change in Funding 1.1% -0.8% 0.3% -0.1% 2.7%


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


Staff Pay 620 625 630 640 655


Non Pay Expenditure 230 225 220 210 225


Total Planned Expenditure 850 850 850 850 880


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


Community Safety Initiatives 1,345 1,005 1,005 1,005 1,005


Service Improvement and Development 750 1,330 1,350 1,375 1,500


Victims and Witnesses Services 715 1,060 1,060 1,060 1,060


Total Planned Expenditure 2,810 3,395 3,415 3,440 3,565


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


Staff Pay 295 320 325 330 335


Non Pay Expenditure 40 40 40 40 40


PFI Action Stations 5,120 5,120 5,195 5,280 5,365


PFI Urlay Nook 1,770 1,750 1,800 1,855 1,910


Asset Management 1,625 1,625 1,625 1,625 1,625


Total Corporate Costs 8,850 8,855 8,985 9,130 9,275


Funding Available to Force 119,410 119,800 118,500 119,200 120,450


%age Change in Expenditure 1.9% 0.3% -1.1% 0.6% 1.0%


£000s £000s £000s £000s £000s


(Surplus)/Deficit (1,340) 740 (834) 167 (1,833)


Planned Transfers to/(from) General Fund (1,550) (2,500) (200) (900) 0


Contribution to Capital Programme 2,225 1,550 750 450 1,550


Planned Transfers to/(from) Earmarked Reserves 665 40 40 40 40


Net (Surplus)/Deficit After Reserves 0 (170) (244) (243) (243)


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


General Fund Balance b/f 8,627 7,702 5,202 5,002 4,102


General Fund Movements (1,550) (2,500) (200) (900) 0


Release of Earmarked reserves 625


General Fund Balance c/f 7,702 5,202 5,002 4,102 4,102


Assumptions


Staff Pay Increases 1.0% 1.0% 1.0% 1.0% 2.0%


Police Pay Increases 1.0% 1.0% 1.0% 1.0% 2.0%


Non Pay Inflation  1.1% 1.6% 1.8% 1.9% 2.0%


RPI 2.0% 2.0% 2.5% 3.0% 3.0%


Precept Increases 2.0% 2.0% 2.0% 2.0% 2.0%


Government Grant Movements (Cash Basis) -0.6% -0.6% -0.6% -0.6% 2.0%


Forecasts




7.
Capital Financing and Expenditure


5.1 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.


5.2 As a result of the changes to the way that Capital Expenditure is to be funded and financed, the PCC has sufficient funds available to support the current plans of the Police Force over the current year and the next 5 years. 

5.3 As a result of these changes over £700k (or 29%) has been removed from the Interest Payable and Minimum Revenue Provision budgets between 2013/14 and 2017/18 to help meet the savings required to balance the overall budget and therefore reduce the need to make these savings from front line services.


5.4 This has reduced the budget set aside for these asset management costs from around £2.3m to £1.6m. 


5.5 Over the next 7 years all of the loans that the PCC currently has, which underpin the capital expenditure of the organisation, which total £18.16m and incur interest charges of £767k per annum, will gradually be due for repayment. 


5.6 It is not possible, and was not expected, that all of these loans could be re-paid and not replaced by further loans. Work is underway to determine the best strategy for the replacement of these loans, incorporating the expected temporary borrowing to fund the building of the Community Safety Hub, the likely funding needs of the expected Capital Programme in the shorter term and how this can be aligned with the exceptional low interest rates for borrowing that are currently available. 


5.7 These proposals will be developed over the remainder of the financial year and incorporated into both the financial plans and the Treasury management plans for consideration and approval in February 2017.


5.8 The current Capital Plans, which will be subject to review and development over the final few months of the financial year, are set out below:
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Future Funding Levels £000s £000s £000s £000s £000s £000s


Earmarked Reserve/Funding b/f 3,598 575 114 90 15 225


Capital Grant 606 600 600 600 600 600


Contribution from Revenue 2,064 1,550 750 450 1,550 1,400


PIF Bids 38


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


Capital Receipts (from Property sales) 3,236 0 2,767 3,109 2,988 3,109


Apply Capital Receipts to reduce Debt -3,236 -2,767 -2,260 -2,988 -3,109


New Prudential Borrowing 2,390 13,250 618


Supported Capital Borrowing 760 760 760 760 760 760


Projected In-year funding Available 5,957 16,260 2,828 2,759 3,010 2,860


Carry Forwards from previous years 1,005


Community Safety Hub 2,390 12,250 618


Collaboration 1,000


IT Replacement programme/Data Centre move 1,439 900


Police Force New Capital Schemes 4,146 2,571 2,234 2,834 2,800 2,800


Total Capital Programme 8,980 16,721 2,852 2,834 2,800 2,800


Earmarked Capital Reserve/Funding c/f 575 114 90 15 225 285


 


9.
Reserves


5.9 As at the end of 2015/16 the PCC had Usable Reserves of £15.2m. The main reserves currently being held are for the following reasons:

· General Reserves - £8.6m

· Capital Reserves - £3.2m

· Community Safety Initiatives Reserve - £0.6m


· Job Evaluation Reserve - £0.55m

5.10 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: image8.emf]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


2016 2016/17 2016/17 2017 2017/18 2017/18 2018 2018/19 2018/19 2019 2019/20 2019/20 2020


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


Direct Revenue Funding of 


Capital          (3,228)     (2,064)      4,717             (575)    (1,550)      2,239               114        (750)         726                 90              (450)         345               (15)


Injury Pension Reserve             (640)             (640)         320             (320)         320                  0          320               320 


PFI Sinking Fund             (295)         (40)             (335)         (40)             (375)         (40)             (415)               (40)             (455)


Incentivisation Grant             (193)         (80)         180               (93)         (80)         140               (33)         (80)           80               (33)               (80)           80               (33)


Specials               (39)           39                  0              0                  0                   0                   0 


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


NERSOU                 (3)                 (3)                 (3)                 (3)                 (3)


Estates Reserve             (173)         100               (73)           73                  0                   0                   0 


Job Evaluation Reserve             (550)             (550)         275             (275)         275                  0                   0 


Police Property Act Fund               (17)           17                 (0)                 (0)                 (0)                 (0)


ER/VR/CR Reserve                  0        (625)         625                  0                   0                   0                   0 


Community Safety Initiatives              (600)         150             (450)         150             (300)         150             (150)         150                  0 


Road Safety Initiatives Fund             (449)       (231)         150             (530)       (230)         150             (610)       (230)         150             (690)             (230)         150             (770)


Collaboration Reserve             (204)             (204)             (204)             (204)             (204)


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


Total Earmarked Reserves (6,608)          (3,040)    5,978      (3,670)          (1,900)    3,347      (2,223)          (1,100)    1,701      (1,622)          (800)             1,045      (1,377)         


General Reserves (8,627)          (625)       1,550      (7,702)          0             2,500      (5,202)          0             200         (5,002)          0                   900         (4,102)         


Total Usable Reserves (15,235)        (11,372)        (7,425)          (6,624)          (5,479)         




5.11 A full review of reserves and the robustness of the assumptions within the LTFP will be prepared for consideration by the PCC before the 2017/18 budget is set.  

10.
Risks

5.12 The major risks and unknowns surrounding the figures presented here are:


· Any differences between the future years’ actual Government Grant settlements and the estimated figures.


· The impact of the funding formula review on the Government Grant received in Cleveland.

· That Legacy Council Tax grants are reduced in the future.

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


· Changes in the referendum limits for Precept increases below the currently anticipated 2% pa.  

· Increasing costs of the employers Pension Contribution into the Police Pension Fund. 

· The Local Government Pensions scheme is due for its 3 yearly revaluation and this will result in revised Employer’s Pension Contribution rates from the 1st April 2017. Given the very low interest rates since the last revaluation was undertaken there is a chance that employers contribution rates have to increase.

· Sensitivity of assumptions, including inflation and borrowing costs.

· 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

Appendix A


Autumn Statement 2016


Updated 23 November 2016


Introduction


On 23 November 2016 the Chancellor of the Exchequer, Phillip Hammond MP, announced the Autumn Statement 2016. This was the first Autumn Statement by Phillip Hammond who replaced George Osborne in July of this year, following the government reshuffle. This was the first economic statement given by the Government since the vote to leave the European Union.


The Office for Budget Responsibility (OBR) also published their Economic and Fiscal Outlook (EFO), setting out forecasts for the economy and the public finances, and an assessment of whether the Government is likely to achieve its fiscal mandate and supplementary target.


Phillip Hammond suggested that Britain, despite the vote to leave the EU, will be outward looking and capable of captivating the global market. He also stated that his main priorities were the ‘housing challenge’, ‘productivity gap’ and ‘inequality’. 


In response, the Shadow Chancellor John McDonnell said that the Autumn Statement highlighted the Government’s “Abject failure of the past six years". He stated that it offers "no hope for the future" and that "the figures speak for themselves".


The Shadow Chancellor went on to say "We now face Brexit, the greatest economic challenge for a generation, and we face it unprepared."


This briefing outlines the key announcements in the Autumn Statement. References to the relevant paragraphs in the Autumn Statement report for each announcement are included in square brackets.


Changes to the Financial Statements


To promote certainty and simplicity within the tax system, the government intends to move towards having a single major fiscal event each year. 


In 2017 two budgets will be delivered in Spring and Autumn.


From 2018 onwards only one Budget will be delivered in Autumn. The OBR will continue to produce a Spring forecast and the government will make a Spring Statement responding to that forecast. However, the government will retain the option to make changes to fiscal policy at the Spring Statement if the economic circumstances require it.


The Government states that this will improve both external and Parliamentary scrutiny of proposed tax measures. [4.1, 4.2]


PUBLIC FINANCES


Borrowing


The Government has scrapped its target to be in budget surplus by 2019-20, as measured by the Public Sector Net Borrowing figure. 


The Charter for Budget Responsibility has been updated and is based on three targets. 


· “a mandate to reduce cyclically-adjusted PSNB below 2% of GDP by 2020-21” [1.42]

· “a supplementary target for PSND as a percentage of GDP to be falling in 2020-21” [1.42]

· “a supplementary target to ensure that expenditure on welfare in 2021-22 is contained within a predetermined cap and margin set by the Treasury at Autumn Statement 2016” [1.42]

The OBR’s forecast for the public finances has deteriorated since the 2016 budget with a few reasons cited

· Disappointing tax revenues over the first half of the year [2016]

· A poorer economic outlook which has adversely affected receipts from income taxes

· Higher spending by local authorities, welfare benefits and public corporations than previously expected [1.34]

The deficit has been cut by almost two-thirds from its 2009-10 post war high of 10.1% of GDP to 4.0% last year. Despite this, borrowing and debt remain high and the OBR has passed a judgment that the economic and fiscal outlook for the UK has deteriorated since the EU referendum. The connotation of this means that public finances will no longer reach a surplus by 2019-20.

· Public Sector net borrowing is higher than forecast in the 2016 budget for each year since and £32bn in 2020-21.

· Tax Receipts will be £15bn lower by 2020-21. This, in part, is due to lower National Insurance contributions (NICs) and Lower Income Tax

ECONOMY


Inflation


· Inflation (measured by CPI, consumer price index) has been falling since its peak of 5.2% in September 2011


· CPI averaged 0.0% percent in 2015.


· Inflation has been rising in recent months. This has been, in part, due to higher fuel costs coupled with the depreciation of the pound against the dollar.


		CPI Inflation



		Year

		March Budget


2016

		Autumn Statement


2016

		Change



		2015-16

		0.0%

		0.0%

		-



		2016-17

		0.7%

		0.7%

		



		2017-18

		1.6%

		2.3%

		



		2018-19

		2.0%

		2.5%

		



		2019-20

		2.1%

		2.1%

		-



		2020-21

		2.0%

		2.0%

		-





GDP


The UK is forecast to be the fastest growing country in the G7 in 2016 with economic activity growing by 2.3% in the year to Q3 2016.


The UK will likely face uncertainty because of the recent Brexit vote. This has caused the OBR to reduce its growth prediction to 1.4% in 2017. However, it is expected to recover in the following years.

		Real Gross Domestic Product (GDP)



		

		Summer Budget 2015

		Autumn Statement 2015

		March Budget


2016

		Autumn Statement


2016

		Change



		2016-17

		2.5%

		2.5%

		2.0%

		2.1%

		



		2017-18

		2.4%

		2.4%

		2.2%

		1.4%

		



		2018-19

		2.4%

		2.4%

		2.1%

		1.7%

		



		2019-20

		2.4%

		2.3%

		2.1%

		2.1

		-



		2020-21

		2.4%

		2.3%

		2.1%

		2.1

		



		2021-22

		n/a

		n/a

		n/a

		2.0

		n/a



		

		

		

		

		

		





Productivity


National Productivity Investment Fund - A new fund targeted at 4 areas that are critical for improving productivity: housing, transport, digital communications, and research and development (R&D). [3.4]


The NPIF will take total spending in these areas to £170bn over the period from 2017-18 to 2021-22, reaching 1.7% of GDP in 2021-22. The new spending includes:


· £7.2bn to support the construction of new homes, including spending by Housing Associations


· £4.7bn on science and innovation


· £2.6bn to tackle congestion and improve transport networks


· £0.7bn to support the roll out full-fibre connections and future 5G communications [3.5]

National Insurance and Wages


National Living Wage – Following the recommendations of the independent Low Pay Commission, the National Living Wage (NLW) will increase by 4.2% from £7.20 to £7.50 from April 2017. [3.46]


National Minimum Wage - The government will also accept the Low Pay Commissions recommendations for the other NMW rates to apply from April 2017, including: 


· increase the rate for 21 to 24 year olds from £6.95 to £7.05 per hour


· increase the rate for 18 to 20 year olds from £5.55 to £5.60 per hour 


· increase the rate for 16 to 17 year olds from £4.00 to £4.05 per hour 


· increase the rate for apprentices from £3.40 to £3.50 per hour [3.47]


National Insurance thresholds - The National Insurance secondary (employer) threshold and the National Insurance primary (employee) threshold will be aligned from April 2017, meaning that both employees and employers will start paying National Insurance on weekly earnings above £157. This compares to a 2016-17 threshold of £156 for employers and £155 for employees. [4.7]


Personal Allowance - The Chancellor recommitted the government’s intention to raise the Personal Allowance to £12,500 and to raise the higher rate threshold to £50,000 by 2020-21. Once the Personal Allowance reaches £12,500, it will increase in line with inflation.


Salary Sacrifice schemes will be subject to the same tax as cash income. However, this will exclude pensions, pensions advice, childcare, Cycle to Work and ultra-low carbon emissions. 


Public Spending


Given that the deficit remains so high, and the outlook for the public finances has deteriorated since Budget 2016, the government has remained committed to delivering overall spending plans that were set at Spending Review 2015. All new announcements in the Autumn Statement, apart from the NPIF, are fully funded.

Nonetheless spending is £4bn higher by 2020-21. The three main contributing factors here are:


· Not going ahead with the changes to the Personal Independence Payment (PIP)

· Changes to the Universal credit roll out Schedule

· Higher inflation 

Prisons


Prison safety and wider reforms to the justice system – The government will provide up to £500m of additional funding across the period to the Ministry of Justice. As announced by the Lord Chancellor and Secretary of State for Justice, as part of the Prison Safety and Reform white paper, this will enable the recruitment of 2,500 extra prison officers to improve prison safety. It will also fund wider reforms to the justice system. [5.17]


Transport 


Fuel duty – The fuel duty rate will remain frozen for the seventh successive year, saving motorists around £130 a year compared to the pre-2010 escalator.


English devolution 


Devolution Deals – The Government will continue to work towards a second devolution deal with the West Midlands Combined Authority and will begin talks on future transport funding with Greater Manchester. [3.5]


Transfer of Work and Health Programme budget - The government will transfer to London, and to Greater Manchester, the budget for the Work and Health Programme, subject to the two areas meeting certain conditions, including on co-funding. [3.5]


London - The government has also confirmed the GLA’s affordable housing settlement, under which the GLA will receive £3.15bn to deliver over 90,000 housing starts by 2020-21, and will devolve the adult education budget to London from 2019-20 (subject to readiness conditions). The government will continue to work with London to explore further devolution of powers over the coming months. [3.5]

Local Infrastructure


Local Growth Fund – Allocation of £1.8bn to Local Enterprise Partnerships (LEPs) across England through a third round of Growth Deals including £556m to the North of England, £392m to the midlands, £151m to the east of England, £492m to London and the south east, and £191m to the south west. Awards to individual LEPs will be announced in the coming months. [3.49]


Mayoral combined authorities  - The government will give mayoral combined authorities powers to borrow for their new functions, which will allow them to invest in economically productive infrastructure, subject to agreeing a borrowing cap with HM Treasury. [3.49]


Infrastructure project lending - The government will consult on lending local authorities up to £1bn at a new local infrastructure rate of gilts + 60 basis points for three years to support infrastructure projects that are high value for money. [3.49]


Business Rates


Full fibre infrastructure relief - A new 100% business rates relief for new full-fibre infrastructure for a 5 year period from 1 April 2017 [3.20]


Rural rate relief – To remove the inconsistency between rural rate relief and small business rate relief the government will double rural rate relief to 100% from 1 April 2017 [4.33]


Revaluation – The Chancellor announced that DCLG “Will lower the transitional relief cap from 45% next year to 43%, and from 50% to 32% the year after”. This discretionary relief is fully funded through Section 31 grants. 
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The forward planner forms part of the PCC’s planning and scrutiny programme.  It helps with the planning, implementation and monitoring his Police and Crime Plan.   Specifically, it includes details showing

· when financial and resource decisions will be taken; including the approval of funds and grants made by the PCC;

· scrutiny/delivery meeting dates and themes and;

· when key consultation and engagement events will take place.

		

		

		Notes



		2016/17



		November

		Decision notices



· Procurement of Wan links for Cloud

· Procurement of Integrated Control System (ICCS)

· Community Safety Hub - confirmation of construction partner tender and contract signature – 7 November

· Confirmation with Middlesbrough Borough Council for the purchase of the Hemlington site for the purposes of the Community Safety Hub.



Reports and Publications

· Reports to be presented at the Police and Crime Panel meeting on 10 November 2016

· Monitoring report on progress against the Police and Crime Plan.

· Programme of Engagement for the PCC.

· Commissioner’s scrutiny of Sexual Offences.

Meetings scheduled

· Your Force Your Voice meetings

· Scrutiny, Delivery and Performance meeting, 30 November 2016

		



		December

		Decision notices

· Decision Notices on individual grants and commissioning of services.

Meetings scheduled

· Scrutiny, Delivery and Performance meeting on 7th December 2016.Joint Audit Committee (16th December)

· Your Force Your Voice meetings

		

From December onwards Cleveland Police will start receiving the PEEL inspection reports; potentially Effectiveness, Efficiency and Legitimacy and any possible thematics they write about them. 



Leadership won’t be scored, or a report but there will be some narrative produced on the PEEL website - March 2017.



		January

		Decision notices

· 2017/18 Precept proposals presented to Police and Crime Panel.

· Precept 

· Community Safety Hub – Ground breaking ceremony.

· Decision Notices on individual grants and commissioning of services.

· Procurement Report for IT Health check.

· Procurement Report for Audit Services.

· Procurement Report for Cleaning Services.

· Procurement Report for Custody Management and Healthcare

Meetings scheduled

· Your Force Your Voice meetings

· Community Safety Fund meeting

· Scrutiny, Delivery and Performance meeting

		



		February

		Decision notices

· Budget 2017/18 & Long Term Financial Plan 2017/18 – 2019/20.

· Capital Plan 2016/17 & Capital Programme.

· Minimum Revenue Provision 2016/17.

· Treasury Management Strategy and Prudential Indicators Report.

· Robustness of Estimates and Adequacy of Reserves.

· Decision Notices on individual grants and commissioning of services.

· Decision Notices on individual grants and commissioning of services.

Reports and Publications

· Reports to be presented at the Police and Crime Panel meeting on 2 February 2017

· 2017/18 Precept proposals presented to Police and Crime Panel

· Monitoring report on progress against the Police and Crime Plan.

· Programme of Engagement for the PCC.

Meetings scheduled

· Your Force Your Voice meetings

· Community Safety Fund meeting

· Scrutiny, Delivery and Performance meeting

		





· Approval of budget proposals and Long Term Financial Plan

· Approval of Capital Plan and Capital Programme

· Approval of Minimum Revenue Provision Strategy

· Approval of Strategy

· Noting of report from PCCs Chief Finance Officer



		


March

		

Meetings scheduled

· Joint Audit Committee (23rd March)

· Your Force Your Voice meetings

· Community Safety Fund meeting

· Scrutiny, Delivery and Performance meeting.

		



		2017/18



		April

		

		



		May

		Decision notices

· Procurement report for Minor Works

· Procurement report for Furniture

· Decision Notices on individual grants and commissioning of services.

		



		June

		Meetings scheduled

· Joint Audit Committee (22 June – provisional date to be confirmed)

		



		April

		

		



		May

		

		



		June

		

		



		July

		

		



		August

		

		



		September

		Meetings scheduled

· Joint Audit Committee (21 September – provisional)

		



		October



		

		



		November

		

		





		December



		Meetings scheduled

· Joint Audit Committee (14 December – provisional)

		



		January



		

		



		February

		

		





		March

		Meetings scheduled

· Joint Audit Committee (22 March – provisional)
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