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WEST YORKSHIRE POLICE AND CRIME PANEL
7 February 2014

PRECEPT PROPOSAL 2014/15
SUMMARY

This paper sets out for the Panel:

1. The legal requirements for notification of the precept proposal;
2. The provisional police grant settlement for 2014/15;
3. The medium term position;
4. The draft budget for 2014/15;

5. The funding strategy;
6. Precept options considered by the PCC;
7. The decision by the PCC;
8. The PCC’s recommendation to the Panel.
1.
LEGAL REQUIREMENTS FOR NOTIFICATION OF THE PRECEPT PROPOSAL

1.1
The Police and Crime Commissioner (PCC) is required under Schedule 5 to the Police Reform and Social Responsibility Act 2011 and associated regulations to notify the Police and Crime Panel of his proposed precept for 2014/15 by 1 February 2014.
1.2
The Panel must review the proposed precept by 8 February and make a report to the PCC.  The Panel has a right to veto the proposed precept if at least two thirds of the persons who are members of the Panel at the time when the decision is made vote in favour of making that decision.

1.3
The PCC must have regard to and give the Panel a response to their report.  Where no veto is exercised the PCC may issue the precept.  If the Commissioner’s proposal is vetoed by the Panel, a revised proposal must be notified to the Panel by 15 February.

1.4
The Panel must review the revised proposal and make a report to the PCC by 22 February. The PCC must respond to the report and issue his precept by 1 March.

1.5
Rejection by the Panel of the revised precept does not prevent the PCC issuing it as his precept for the forthcoming financial year.

1.6
The PCC has a statutory duty to set a balanced budget and calculate the Council Tax Requirement for the forthcoming financial year.  The budget report including the statutory calculations will be considered by the PCC once the Panel has reached the end of its scrutiny process.

2.
THE PROVISIONAL POLICE GRANT SETTLEMENT 2014/15
Key Points
2.1
The Police Settlement was announced on 18 December 2013 in a written ministerial statement and included the following key points:

· 4.8% reduction in core funding, as compared with the Home Secretary’s announcement in June of 3.3%;
· Protection by the Home Office from the 1% additional reduction announced in the Autumn Statement;
· Top slicing reduces the amount available for core police grant from 3.3% to 4.8%, comprising

· IPCC £18m

· HMIC £9.4m

· College of Policing  Direct Entry £3m

· City of London £2m

· National Police Co-ordination Centre £2m

· Police Innovation Fund £50m;
· Damping of the funding formula remains unchanged in 2014/15, that is, all PCCs receive the same cut in government funding, regardless of their formula allocation;
· This hits areas like West Yorkshire, with some of the greatest needs, the hardest because of our greater reliance on government grant.  Over £30m in grant has been lost as a result of damping over the period of the current Spending Review.
· The referendum principles are not yet clarified by government;
· No announcement on funding for 2015/16.
Core Funding
2.2.
Whereas in the past funding for the police came from the Department for Communities and Local Government (DCLG) as well as the Home Office all funding will now come from the Home Office, including historic council tax freeze grants and localised council tax support.
2.3
The 2014/15 police settlement has been reduced by 3.3% from 2013/14 as announced in the Spending Review.  However, due to the topslicing the reduction in core funding subject to damping is 4.8%.
	
	2013/14

£000
	2014/15

£000

	DCLG/Formula Funding
	141,745
	135,099

	Home Office Police Grant
	187,770
	183,757

	Total Formula Funding
	329,516
	318,856


2.4.
2014/15 includes the Community Safety Fund (CSF) of £5.3m, which was paid as a specific grant in 2013/14.  The like for like comparison is therefore with £334.808m in 2013/14, a reduction of 4.8% or £15.3m to £318.856m.  This is some £3.4m worse than assumed in the September Medium Term Financial Forecast (MTFF).  The PCC passported the CSF to partners in 2013/14 and has protected the core amount available within the budget, extending the current allocations for a further six months in 2014/15.
Other Grants
2.5
Counter Terrorism Specific Grant

“At least £564m” has been allocated to Counter Terrorism in 2014/15.  However, the Home Office has previously indicated that we should be prepared for the notification of the allocations to be delayed again.

2.6
Capital Grant 

Capital grant is unchanged from the written ministerial statement of January 2012 which confirmed a top slice for the National Police Air Service of £10m.  West Yorkshire’s allocation of capital grant is £4.169m.

2.7
Localised Council Tax Support
Payment of localised council tax support funding has been transferred from the DCLG to the Home Office.  West Yorkshire’s allocation is £14.468m, a marginal increase on 2013/14.

2.8
Council Tax Freeze Grant 2011/12


Payment of the 2011/12 council tax freeze grant has also been transferred from DCLG to the Home Office.  West Yorkshire’s allocation is £2.225m.  The 2013 Spending Review confirmed that payment will be extended to 2015/16.

2.9.
Council Tax Freeze Grant 2014/15

As part of the Spending Review 2013, the Chancellor announced funding for local policing bodies that freeze or reduce their council tax levels in 2014/15.  The grant will be the equivalent of a 1% increase on the unreduced taxbase.  The PCC’s indicative allocation is £952,164.

Referendum Limit
2.10
In previous years the DCLG has announced full details of the referendum principles alongside the provisional settlement.  These principles are used to determine whether a council tax increase is “excessive” which would then trigger a local referendum.  No firm announcement was made as part of the provisional settlement this time.  There are indications that the previously announced 2% figure may reduce, but that the Home Secretary is still in discussion with the DCLG about allowing greater flexibility for PCCs. However, the delay in announcing the criteria is a real concern which is impacting on a final budget/precept proposal.
3.
MEDIUM TERM POSITION
The Financial Context

3.1
The MTFF (attached at Appendix A) includes the following main assumptions:

· A 4.2% reduction in Home Office funding for 2015/16, and a further 1.9% reduction in 2016/17;

· Precept increases of 2% from 2014/15 to 2016/17;

· A Collection Fund surplus of £739k in 2014/15, no surplus or deficit in future years;

· Assumed police officer recruitment of 308 from 2014/15 to 2016/17, and leavers of 765 (net reduction 457);
· Assumed police staff recruitment of 210 from 2014/15 to 2016/17, and leavers of 397 (net reduction 187);
· A 1% pay award for police officers and police staff in September 2014, 2015 and 2016 (adds £3.5m per annum to the budget);

· Incremental progression (£2m per annum);

· Devolved non pay budgets cash limited.  Non pay inflation in specific areas e.g. rent/rates, utilities, IT, buildings maintenance (£2m);

· Increased ill health retirements (£2m);

· Significant impact of single tier pensions in 2016/17 (£9m).

3.2
The savings requirement over the period from 2011/12 to 2016/17 based upon the assumptions set out above now totals £152.2m (30% reduction on the original budget).  Of this, £75m was planned for up to and including 2013/14.  There is still therefore a very significant challenge ahead to deliver this scale of savings and to improve performance in the face of further substantial reductions to the size of the Force.  Detailed plans to meet all of the remaining gap are not yet fully developed.

3.3
Her Majesty’s Inspector of Constabulary (HMIC) Value for Money Profiles 2013 identify that West Yorkshire receives £3m less than the average allocation for most similar forces from the government funding formula, and £5.6m less from the precept. 

3.4.
West Yorkshire has significantly fewer police officers per 1000 population than most similar forces and would need an additional 548 officers to reach the same level per head as Greater Manchester Police and 940 to reach the level of West Midlands.


The Operational Context

3.5
Anticipated leavers are sufficient to balance the budget in 2014/15, but a serious concern remains about the longer term prospects given the very significant reduction in the size of the Force.  The following table provides an extract from the Force Strategic Assessment, which sets out the threats, risks and harm facing West Yorkshire.

	Total Crime
	Total crime per 1,000 population remains relatively high compared to other force areas, mainly due to the increase in theft from motor vehicles (up 10%) and shoplifting (up 11%).

	Domestic Burglary
	There is still a relatively high rate of domestic burglary despite significant and ongoing reductions.

	Offender Management 
	The management of dangerous offenders remains high risk and significant changes are being made through the government’s Transforming Rehabilitation agenda.

	Child Sexual Exploitation
	This continues to be a key risk for the Force and partners and the number of investigations is expected to increase.

	Human Trafficking
	This is an emerging issue and predictions are that it will gather momentum in a similar way to Child Sexual Exploitation.

	Domestic Abuse
	There are around 38,000 domestic abuse incidents a year and just over a third of victims have previously reported domestic abuse.

	Serious Sexual Offences
	West Yorkshire has the highest rate of increase nationally.

	Anti Social Behaviour
	Although reducing, ASB is high volume and a key priority for communities.


3.6.
Other issues within the Strategic Assessment include non domestic burglary, organised crime, terrorism, cyber enabled crime, drugs, firearms, public order and missing persons, all of which will require significant investment.

4.
DRAFT BUDGET 2014/15
4.1
The Draft Base Budget for 2014/15 reflects the following key issues and assumptions:

· A 1% pay award for police officers and police staff in September 2013 and September 2014 (£3.534m);
· The cost of police officer and police staff increments (£2.115m);
· Provision for 8 Public Holidays;
· No price increases on devolved non pay budgets. On other budgets, the general price increases of 2.0% and larger increases in some specific areas including electricity (12%), rent and rates (3.2%), computer contracts/maintenance (3.5%), buildings maintenance 3% (£1.950m);
· The revenue implications of capital schemes e.g. implications of successful bids to the Force Transformation fund, PFI running costs, computer maintenance costs etc (£1.804m);
· Increased charges for national IT systems (£0.245m);
· Increased ill health retirement costs of £2.125m (assumed increase from 15 to 40 ill health retirements in 2014/15);
· Additional temporary staffing (£0.574m) funded from the Organisational Change Reserve;
· Force budget savings of £43.787m, including both pay and non pay items and savings achieved earlier than forecast in previous years
· No presentational adjustments as yet to reflect any proposed changes of direction and control between the Chief Constable and the OPCC at Stage 2 Transfer;
· The loss of 224 police officers and 126 police staff;

· The recruitment of 126 police officers and 70 essential police staff posts;
· No change as yet to the current number of PCSOs, pending discussions with partners
· A range of budget spending pressures and growth totalling £3.061m, partly funded by additional savings of £1.369m.  This includes recruitment of Special Constables (£1.211m), Professional Standards Department (£0.888m) and monitoring of Sex Offenders (£0.604m);
· Presentational changes to remove the Council Tax Support grant and Community Safety Grant which are now included alongside the main grant settlement;
· No use of general balances in 2014/15;

· Contribution of £8.5m to reserves and balances through the early achievement of savings through leavers in 2014/15.

4.2
The summary movement statement from 2013/14 to 2014/15 is attached at Appendix B.  While the budget is balanced for 2014/15 and savings over and above those required for the next financial year are achievable, the longer term position demands a financial strategy that maximises the sustainable resources available and utilises as far as possible non recurring resources as a means to reduce ongoing costs and demand for the Force and partners.

5.
FUNDING STRATEGY

Reserves and Balances

5.1.
The former Authority agreed a strategy to utilise surplus balances (generated from the early achievement of savings required) to balance the budget during the transition to the reduced budget levels anticipated at the end of 2016/17, now representing a reduction of around 30%.  Balances transferred from the Authority were £30.7m, and at 31 March 2013 these stood at £40.9m.  It was anticipated that the surplus amount would largely be utilised over the remaining years of the MTFF.

5.2.
The HMIC Valuing the Police 3 report was critical of the heavy reliance placed upon balances to fund recurring expenditure over the period of the MTFF, which is not recommended professional practice unless made explicit and with clear plans in place to meet the deficit in the longer term.  The PCC required a change in budget presentation to better reflect the savings profile anticipated through leavers, and following significant work on the Programme of Change to identify additional savings the reliance on balances has been significantly reduced, albeit with a very significant loss of officers and staff. The HMIC have now responded positively to the work undertaken as set out in their letter of 13 January 2014, attached at Appendix C.
5.3.
The utilisation of the one-off surplus balances generated through Force underspends for re-investment will enable fast diminishing numbers of staff and officers to work smarter and to be more visible in our communities to improve service provision and contribute, with partners, to making communities safer and feeling safer.  The focus of these initiatives will be on reducing demand, increasing efficiency and effectiveness and cutting costs.

5.4.
The PCC will be considering the following proposals for utilisation of the surplus balances, which after retention of a risk assessed minimum figure of £8.7m currently stand at some £32m:

· Time limited top up to the Community Safety Commissioning/Grants Funding £5.5m over two years

· Partnership Executive Group Innovation Funding £1m over two years

· 3i Pump Priming Funding £0.5m (see paragraph 5.16 below)
· Capital Financing Funding £5m
· Force Transformation Funding revenue and capital £20m
5.5.
The total funds available from the Community Safety Fund will therefore total £16.1m over 2014/15 and 2015/16, a significant increase by the PCC on the funding previously made available to partners by government.  In addition, bids will be invited against the pot of £1m set aside for the Partnership Executive Group, for initiatives which support innovation through partnership in delivering the outcomes in the Police and Crime Plan.

5.6
Partners have for several years provided a much valued contribution to the funding of PCSO posts in each of the five District Council areas.  The position for 2013/14 is set out in the table below, showing the number of full time equivalent posts.
	DISTRICT
	PARTNER

FUNDED POSTS
	PARTNER CONTRIBUTION

£ per year
	PCC

CONTRIBUTION

£ per year
	TOTAL COST

£ per year

	BRADFORD
	120
	1,100,880
	2,568,720
	3,669,600

	CALDERDALE
	13
	119,262
	278,278
	397,540

	KIRKLEES
	68
	623,832
	1,455,608
	2,079,440

	LEEDS
	165
	1,513,710
	3,531,990
	5,045,700

	WAKEFIELD
	33
	302,742
	706,398
	1,009,140

	TOTAL
	399
	3,660,426
	8,540,994
	12,201,420


5.7.
Partners fund approximately 30% of the cost of each of the 399 PCSOs shown above, and the Police and Crime Commissioner has already committed to retain his proportion of funding in the budget, which is £17.8m.  Some £14.3m of this was formerly provided by the Government as a ring fenced specific grant.  Although following the election of PCCs this was transferred into general grant and could now be used for other purposes, the PCC has made a firm commitment to protect the frontline.  People across West Yorkshire are clear that this is a priority.

5.8
The PCC is very conscious that partners are also facing significant budget reductions, and following discussions has made an offer to contribute a further 30% towards the current partner funded posts over a time limited period of two years, provided there is a firm commitment from each District to fund the remaining balance over that same period.  This would cost some £2.2m and would be met from the Community Safety Fund.  The PCC has also agreed to allocate £1m of the Community Safety Fund towards a West Yorkshire wide programme of work tackling domestic violence and sexual offences.  Discussions with the five District Councils are ongoing.  
5.9.
In the face of such severe cuts and high levels of demand, there is a clear need to transform the organisation to meet the policing and community safety needs of West Yorkshire and to meet the changing needs and challenges to make sure our communities are safer and feel safer. One aspect of this is improving the technology used in preventing and detecting crime, and maximising the visibility, efficiency and effectiveness of officers on the frontline.

5.10.
The PCC will be considering business cases provided by the Force for utilisation of the Transformation funding, against the criteria of impact on: 

· The shared outcomes of the Police and Crime Plan (included at Appendix D)
· Critical operational and organisational issues 

· Transforming the organisation to meet financial challenges 

5.11.
The Transformation funding of £20m has been set aside to meet the emerging operational and organisational threats caused by a 30% reduction in funding. It is predicted that further significant cuts will continue post the general election. It is therefore critical that West Yorkshire Police continues to transform how it delivers its policing services to our communities, improving performance and quality of service to ensure communities are safer and feel safer. In order to meet these challenges urgent investment is required in the following areas:

· A new Force IT platform. 

· The introduction of mobile technology including hand held devices and vehicle borne computers.

· The automation of every business process undertaken by back and middle office support functions to reduce the burden of bureaucracy on the front line.

· Significant investment in Automatic Number Plate Recognition infrastructure and capability to ensure our communities in West Yorkshire are safer and feel safer by proactively denying the use of the county’s road network to the criminal.

· Further integration of police and partner agency service delivery to communities to enable safer neighbourhoods.
5.12.
The Chief Constable of West Yorkshire Police has implemented the Programme of Change to transform the organisation to make the required savings and meet the challenging and changing policing and community safety needs of the communities of West Yorkshire.  This organisational reform has been well received by HMIC, which has acknowledged the serious and unequal financial situation that West Yorkshire Police are in as compared to other forces.
5.13.
For the Chief Constable to deliver transformational change however investment is fundamental.  The £20m earmarked into reserves is to ensure that the most pressing policing needs of West Yorkshire are met, although it will only meet certain requirements and further investment is vital to ensure the continuing effectiveness and efficiency of the Force.

5.14.
The funding offers a one off potential for West Yorkshire Police to make the necessary investment in ICT to ensure the maximum efficiency and effectiveness of the fast diminishing numbers of police officers and police staff.  For example, tried and tested vehicle and handheld devices and body worn cameras will enable officers and staff to be more visible, more productive, engage more meaningfully and be more efficient but also more effective.

5.15.
The investment in the future of policing and community safety is of paramount importance to all of us as we face unprecedented cuts and work towards the shared outcome of making sure our communities are safer and feeling safer.

5.16.
The PCC has allocated this one off funding to the Force but also to partners to meet the shared outcomes in the Police and Crime Plan, and is working with the Chief Constable and other partners through the 3i (innovation, income generation and investment) project led by the Chief Executive to explore opportunities for innovation and income generation at a local, national, European and international level to further invest in all our communities.

5.17
An analysis of the reserves position is set out at Appendix E.
6.
PRECEPT OPTIONS CONSIDERED BY THE PCC
6.1
The delay in the government announcing the referendum principles has made budget planning more difficult.  In the absence of firm criteria and based upon the position in 2013/14 and earlier indications by DCLG and the Home Office, three options have been considered:
1)
Accepting the Government’s offer of a precept freeze grant equivalent to a 1% increase in council tax.

2)
Increasing the council tax by the general referendum limit of 2%.

3)
Increasing the council tax by the specific referendum limit for West Yorkshire of £5 at Band D, which is equivalent to 3.69%
6.2
As previously discussed with the Police and Crime Panel, the PCC has conducted another “Listening to You First” Survey to gain views from the public about how much extra they would be prepared to pay for policing next year.  65% of respondents would be prepared to pay 2% or more on the police council tax.
6.3
The results are shown at Appendix F and summarised below:
	Change in Police Council Tax
	All respondents

	Reduction
	0.3

	No increase
	18.3

	1%
	12.2

	2%
	15.9

	3%
	14.0

	4%
	4.5

	5%
	28.3

	Over 5%
	2.3

	Other
	4.2

	Base: 1,015
	


6.4
Details of the police council tax for the three options are given at Appendix G, and the increases for options 2 and 3 are shown below.

	COUNCIL TAX BAND
	Option 2 

2% Increase

£p per annum
	Option 3

3.69% Increase

£p per annum

	A
	1.80
	3.33

	B
	2.10
	3.89

	C
	2.40
	4.44

	D
	2.70
	5.00

	E
	3.30
	6.11

	F
	3.89
	7.22

	G
	4.49
	8.33

	H
	5.39
	10.00


6.5
A 2% increase would take the Band D police council tax for 2014/15 to £138.20 a year.  Approximately 64% of households in West Yorkshire are in Bands A and B, and would pay £92.13 and £107.49 respectively.

7.
DECISION BY THE PCC
7.1
Relevant considerations for the PCC in making his decision included:

· The impact on frontline policing and the potential for recruitment of police officers in 2014/15 and beyond;
· The impact on council taxpayers;
· Future financial health, including the adequacy and utilisation of reserves and balances;
· The robustness of financial and organisational management processes in place;
· Levels of demand and Force resilience;
· Savings made to date and the capacity for future savings;
· Public views obtained from the Listening to You First survey;
7.2
The PCC was conscious of the current level of the police council tax which is the third lowest in England and Wales, the current difficult economic climate facing the public and the longer term requirement to make significant additional savings in the budget.  To accept the offer of council tax freeze grant, which is time limited, is a short term solution but one which in his view endangers the future financial health and viability of the police service in West Yorkshire.  This is not a sustainable option and, having committed to keep communities safer and feeling safer in his Police and Crime Plan, not one which the PCC is able to accept because of its longer term implications.
7.3
Sustaining the recruitment of police officers to protect the frontline is a priority for the PCC, and one which requires a sustainable source of revenue funding.  At the time of setting the budget in 2013/14, the financial and organisational position dictated that the only means of allowing for any police officer recruitment was to increase the police council tax by the £5 at Band D allowed for by the government for those PCCs falling into the lowest 25%.  This was a difficult decision given the economic climate and on balance the PCC is unable to agree a similar increase, if allowed, in 2014/15.
7.4
The PCC has therefore decided to notify the Panel of his intention to increase the police council tax precept by 2% for 2014/15.  Should the government announce a lower referendum limit, the PCC would have little option other than to calculate the council tax and issue the precept at that lower limit, given the very significant risks and costs associated with holding a local referendum.  Each 1% on the police council tax generates around £800k in precept.  A reduction in the referendum limit to say 1.5% would therefore require an additional £400k in savings.
7.5
The PCC’s proposal would result in a budget of £418.4m, a reduction of 1.6% on 2013/14.  The budget allows for the recruitment of 126 police officers, as against forecast leavers of 224, a net reduction of 98.  Police staff numbers would reduce by 56, after allowing for recruitment of 70 to essential posts including increasing the Force capacity to deal with Child Sexual Exploitation, cyber crime, fraud, domestic abuse and Proceeds of Crime Act seizures from organised criminals.  The overall position on PCSOs will depend upon the decisions taken by the five District Councils to the PCC’s proposal to provide additional funding for a two year period to preserve frontline numbers.  Funding is also provided for the increased recruitment of special constables and volunteers.
8.
RECOMMENDATIONS
8.1
The PCC recommends that the Panel agrees his proposed precept figure of £82,390,285.  This would result in an increase to the police council tax of 2%, taking it from £135.50 to £138.20 at Band D.  Approximately 64% of households in West Yorkshire are in Bands A and B, which would increase from £90.34 to £92.13 and from £105.39 to £107.49 respectively.

8.2
Should however the government announce a referendum limit lower than the PCC’s preferred increase of 2%, the PCC recommends that the Panel agrees that the council tax should be increased up to that limit, to avoid the significant risk and cost of a local referendum.  That would impact upon the proposed precept as set out in paragraph 7.4 above, but the exact figure cannot be quantified until the government announcement is made.  It is unprecedented that this announcement is yet to be made and the PCC has raised his concerns directly with the Police Minister and Home Secretary.
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