ANNEX B

MEDIUM TERM FINANCIAL FORECAST

1. The latest MTFF demonstrates the considerable changes and work that has taken place since the HMIC delivered its findings. In summary:

· The MTFF shows a balanced budget, incorporates the additional costs of shortening the police pay scales and provides funding for the recruitment of 70 officers per year starting in 2014-15.

· The force has identified additional savings of £14.6m

· Considerable savings are anticipated as part of the Programme of Change work on the new operating model. This not only transforms how services are delivered to improve performance but operates under slim leadership and supervision spines which will deliver increased savings

· Further targeted savings have been made in non pay and overtime budgets

· There is reduced reliance on use of balances

· A single overarching Programme of Change and point of contact has been developed which supports early identification of the scope and scale of savings to inform the MTFF and summary savings plan

· The strategy to maximise savings continues.

2. The strategy adopted to deliver the scale of savings required over the initial CSR period to 2014/15 (and subsequently extended period to 2016/17) has been one of taking savings based on staff natural wastage, a limited number of redundancies following organisational change implementation and non staff savings. The profile of the staff leavers has been front loaded, mainly based on the age/service profile of the force, and as a result, savings are being delivered in advance of the requirement. The net result is an underspending in each year of the CSR period to date. In looking to balance the budget over the CSR period, funding is being drawn down from General Police Fund Balances and this has brought some criticism from HMIC. The revised presentation seeks to address these two issues. 

3. Following discussions with the Police and Crime Commissioner’s Chief Financial Officer, it has been decided to present the MTFF in a different way and reflect the savings that we expect to make each year rather than the savings that are required to produce a balanced budget. As a result of this change in presentation, a revised budget for 2013/14 has been produced and this becomes the new starting point for the MTFF. 

4. Having updated the 2013/14 budget to reflect the additional savings being delivered in year, the same has been done for 2014/15 and 2015/16. These adjustments are based on the latest position shown in the People Forecast and Summary Savings Plan.  The Plan has been updated and includes increased savings of £14.6m over the period 2013/14 to 2016/17. In 2014/15 it has been assumed that £10.588m of additional savings (over and above those required to balance the budget) will be delivered and in 2015/16 £2.748m has been assumed. The forecast incorporates additional savings which will be delivered as part of the Programme of Change. 

5. The MTFF has been updated to reflect the change in presentation and a small number of other adjustments. The net effect of these small adjustments is to increase costs by £4.6m over the period. The two most significant changes are (i) the assimilation details on how the shortening of police officer pay scales by Winsor 2 will be implemented has added an estimated £5.1m to forecast costs and (ii) PFI costs have been re-phased to reflect the impact of the PFI Sinking Fund and this reduces costs by £1.1m.  The overall effect is to increase the required savings over the three years 2014/15, 2015/16 and 2016/17 from £64m to £69m. The overall savings total from 2011/12 to 2016/17 increases from £139m to £143m (an overall cut of 26.3%).

6. The additional savings of £14.6m include changes made to the assumed rates of standard pay for police officers, as it is now becoming clearer from the Programme of Change team that more supervisory savings will be made and this will increase the average amount saved per post. Additional savings are from Winsor £2.8m, non pay savings of £3.1m, savings from the Region of £0.750m and reduced pay/price inflation of £1m. Having made these adjustments, it is clear that there is an opportunity to return to a modest recruitment of police officers in each year of the MTFF. As a result, it has been assumed that 70 police officers could be recruited in 2014/15 and 2015/16 and 2016/17. Should our assumptions around funding change over the period of the MTFF there will be an opportunity to revise police recruitment numbers accordingly.  Based on this assessment the force is facing cuts of 26.3% between 2011/12 and the end of 2016/17

7.  Although it has been possible to incorporate some police officer recruitment into the latest plan, the force still faces a significant reduction in the overall people numbers, now estimated at around 24% by March 2017.  

8. The work on reconfiguring the delivery of Yorkshire and the Humber collaboration functions to a lead Force delivery model is still in its early stages. Until such time as a definitive position is reached on what resources are required in the newly configured functions, it is difficult to ascertain what future costs will be and what savings the lead Force model will deliver.

9. The costs of the Regional Roads Crime Team will be saved from September 2013 and that of the Regional Programme Team. However, police officers will return to their own forces so the final savings figure from disbanding the units will not be achieved until the officers/staff leave. It is estimated that the saving for West Yorkshire could be in excess of £2m but the initial cash saving is estimated to be £750k and this has been built into the People Forecast and Summary Savings Plan.

10. The position regarding partner funding of PCSO’s remains uncertain. In 2013/14 there are 463 fte partner funded PCSO’s, with budgeted income of £4.312m. Discussions have commenced with the Chief Executive Officers of all five District Councils who currently part fund 399 PCSO’s but discussions are at an early stage. No adjustments have made at this stage to either the People Forecast and Summary Savings Plan or the MTFF.
