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Finance Briefing:  
police and community safety resources in West Yorkshire 
1. Purpose

1.1
To update Panel members on the medium term financial position facing the Police and Crime Commissioner.  This provides important contextual information for discussions on the response to the HMIC report and the PCC’s performance update for April – June 2013.  
1.2
For this briefing, the Panel has requested: 
i.
An update on the “longer-term projections”
 made in the PCC’s budget presented to Panel in February as part of the precept process;
ii.
Details of the medium term forecast examined by the HMIC;
iii.
The implications of the Chancellor’s Spending Review announcement;
iv.
The extent to which the PCC seeks to influence or shape the use of others’ resources to achieve the aims of the Police and Crime Plan; and, 
v.
A broad indication of how the stage 2 transfer will result in resources being split between the PCC and Chief Constable

2. Update on longer-term projections
2.1 The Panel last examined the PCC’s budget as part of the precept consultation process in February 2013.  The approach to the longer term resourcing issues was subject to a series of key assumptions, which shaped the medium term financial forecast:
· A 1.67% reduction in government funding as originally announced in the Spending Review, plus a further 2% announced as part of the Chancellor’s Autumn Statement and an additional 2% from earlier government indications that the funding would be withdrawn in respect of the public sector pay award cap of 1%.

· No further changes to the taxbase at this stage as a result of the localisation of council tax benefit

· A Collection Fund deficit of £0.6m

· Council tax increases of 2% in 2014/15 and beyond.

2.2
It also noted that savings of £65m had been delivered in the first two years of the Spending Review and a further £10.5m was included in the budget for 2013/14.  In addition to this the medium term projections showed a gap of £27.4m in 2014/15, rising to £59m by 2016/17.
2.3
At the time of setting the budget for 2013/14 (February 2013), the gross forecast savings target to 2014/15 was £109.3m based on the assumptions set out above.  Of this, £75m was achieved (£64.5m to 2012/13 and £10.5m planned in 2013/14).  Planned use of surplus balances in 2014/15 was £6.9m, leaving a gap of £27.4m for 2014/15.
In April

2.4
The updated forecast submitted to the HMIC showed a gross savings target of £112.6m, resulting from the Budget announcement in March 2013 that an additional 1% cut was required in the Home Office budget for 2014/15.  Each 1% change in government funding represents around £3m for West Yorkshire.  Planned use of surplus balances was increased to £8.6m, leaving a gap of £29m.
2.5
Total planned savings were shown as £103.1m, leaving £9.4m reported as still to find.  The HMIC report covers the period of the spending review from 2011/12 to 2014/15.  We are planning in a longer term context through to 2016/17, and part of the strategy to date is to utilise surplus revenue balances, generated from early achievement of savings targets, to support the transition through to a lower base budget.  Use of balances (i.e. £8.6m) appears in the HMI report as savings still to be found in 2014/15.  
In June 
2.6
A copy of the Home Secretary’s letter following the Chancellor’s Spending Review announcement is attached at Annex A.  The assumptions used for the reduction in government grant in the latest forecast are now as follows:

	
	Cash Reduction

£m
	Percentage Reduction

%

	2014/15
	12.5
	3.7

	2015/16
	11.6
	3.6

	2016/17
	3.1
	1.0


2.7
A summary of the figures included within the MTFF at each stage is given below.
	Figures (£m)
	February 2013 (info provided to Panel in the MTFF)

	Year
	Planned net expenditure
	Government 
Grant
	Precept
	Shortfall 
	Use of reserves

	2012/13
	418.73
	322.73
	89.00
	0
	7.0

	2013/14
	417.71
	331.74
	79.07
	0
	6.9

	2014/15
	429.19
	314.36
	80.57
	27.36
	6.9

	2015/16
	442.41
	308.59
	82.20
	45.62
	6.0

	2016/17
	454.33
	305.42
	83.85
	59.06
	6.0

	
	
	
	
	
	

	Figures (£m)
	April 2013 (info provided to HMIC)

	Year
	Planned net expenditure
	Government 

Grant
	Precept
	Shortfall 
	Use of reserves

	2012/13
	418.73
	N/A
	N/A
	N/A
	N/A

	2013/14
	417.71
	331.74
	79.07
	0
	6.9

	2014/15
	429.19
	311.02
	80.57
	29.0
	8.6

	2015/16
	440.12
	305.36
	82.20
	44.87
	7.7

	2016/17
	459.95
	302.21
	83.85
	66.29
	7.6

	
	

	Figures (£m)
	June 2013 (info following Spending Review)

	Year
	Planned net expenditure
	Government 

Grant
	Precept
	Shortfall 
	Use of reserves

	2012/13
	418.73
	N/A
	N/A
	N/A
	N/A

	2013/14
	417.71
	331.74
	79.07
	0
	6.9

	2014/15
	405.11
	324.54
	80.57
	0
	0

	2015/16
	395.17
	312.97
	82.20
	0
	0

	2016/17
	400.54
	309.84
	83.85
	0
	6.85


2.8
As shown above, the presentation of the MTFF has now been changed to reflect within the budget the savings expected in each year rather than the shortfall which must be met to produce a balanced budget.  Considerable work has also been undertaken since the HMIC delivered its findings which in summary mean that the MTFF shows a balanced budget, incorporates the additional costs of shortening the police pay scales (£5.1m) and provides funding for the recruitment of 70 police officers per year starting in 2014/15, with much reduced reliance on the use of balances.  A more detailed analysis of the current position is provided at Annex B.
2.9
The latest forecast of savings required through to 2016/17 is £143m (26.3%) in comparison with the figure of £140.1m shown in the February Budget report.  This figure is still subject to change as work continues on detailed budget planning.
3. Influencing shared use of resources
3.1
The PCC is engaging proactively with partners to shape service delivery in line with the outcomes in the Police and Crime Plan.  This is through the Partnership Executive Group, the West Yorkshire Community Safety Partnership and the Health and Wellbeing Boards.  A commissioning event with all stakeholders is being planned for 3rd October at which Mark will set out his commissioning intentions for 2014/15 and beyond.
3.2
A review is also underway into the use of Proceeds of Crime returns, which will set out proposals for more emphasis on local community facing initiatives which support the Police and Crime Plan through the Neighbourhood Management Teams, looking where possible to maximise resources and joint outcomes through match funding and pooling of budgets.

3.3
A very significant and successful area of joint use of resources is through the local authorities’ commitment to funding PCSOs.  The former Neighbourhood Policing Fund grant from the Home Office has now been merged into general police grant and is no longer ring fenced.  In recognition of their valuable work, Mark has made a commitment to protect the current level of funding for PCSOs from his budget (£17.8m) for the next three years.
4. Stage 2 Transfer

4.1
The Police Reform and Social Responsibility Act 2011 created both the PCC and the Chief Constable as corporations sole, with the legal power to employ police staff.  All police staff were employees of the West Yorkshire Police Authority and transferred to the employment of the PCC on 22 November 2012.  The vast majority of these staff are under the direction and control of the Chief Constable.
4.2
Work is now ongoing in order to comply with the government’s requirement to complete a second stage transfer, where the PCC and Chief Constable must agree which police staff will transfer to the employment of the Chief Constable corporation sole.  The transfer scheme must be submitted to the Home Secretary for approval by 16 September, and the stage 2 transfer itself must be implemented by 1 April 2014.
4.3
Details of the transfer scheme will be made publicly available as soon as approval has been received from the Home Secretary.

� Made in paragraphs 64 and 65 of the PCC’s Revenue and Capital Budget 2013/14 presented to the Police and Crime Panel in February 2013
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