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THE OFFICE OF POLICE AND CRIME COMMISSIONER
FOR DERBYSHIRE

DECISION RECORD

Request for PCC Decision

Received in OPCC
Date: 16 January 2015

OPCC Ref: 05-15

Title: REVENUE BUDGET AND PRECEPT REPORT 2015/16

Executive Summary: To be completed by PCC Specialist lead

Attached to the report at Appendix 1 was the Detailed Budget Proposals for

Derbyshire Police for the financial year 2015/16. The budget for the Commissioner

was proposed as shown in the table below:

: : . Revised Proposed
Office of the Police and Crime
. Budget Budget
Commissioner
2014/15 2015/16
£m £m

Commissioner’s Office 0.999 1.032
Crime Prevention Fund 0.250 0.250
Community Safety Fund 1.266 1.266
Partnerships (transferred to the Chief 0.752
Constable from 1 April 2015) '
Victim and Witness Services 0.970 1.018
Revenue Contributions to Capital 1.025 1.000
Debt Charges 0.907 0.862
Interest Receipts (0.260) (0.280)
Contribution from Reserves (0.250) (0.250)
Contribution to Reserves 0.031 0.043
Grant from the Ministry of Justice (0.671) (1.1200)
Net Budget Requirement for the Police and

5.019 3.841
Crime Commissioner’s Office
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The budget for the Chief Constable was proposed as shown in the table below:

Revised Proposed
Chief Constable Budget Budget
2014/15 2015/16
£m £m
Derbyshire Constabulary 151.869 147.803
East Midlands Collaboration 9.529 9.409
BCU Fund 0.357 0.307
Partnerships - 0.546
Contribution to National Policing 0.097 0.287
Sub-total 161.852 158.352
Contributions from Reserves (2.465) (0.558)
Net Budget Requirement for the Chief Constable 159.387 157.794

In respect of the level of police precept for 2015/16 two options were contained

within the report, Option 1 to take the Freeze grant (details at Appendix E) ;

OPTION 1 FREEZE

Council Tax
Freeze

Revenue Budget

£166,278,597

Provisional Council Tax Requirement £50,601,882
Police Precept £170.22
Police Precept Increase (£) £0

Police Precept Increase (%)

Provisional Contribution from reserves £630,421
or Option 2 an increase of 1.99% (details at Appendix F) ;
OPTION 2 INCREASE OF 1.99%
Precept
Increase

Revenue Budget

£166,278,597

Provisional Council Tax Requirement £51,609,638
Police Precept £173.61
Police Precept Increase (£) £3.39
Police Precept Increase (%) 1.99%
Provisional Contribution from reserves £128,683

2

S:\HQ\OPCC\Strategic Governance Board\2015\Decision Log and Decision Records\Decision 05-15\DN 05-15 v2 (2).docx




SECTION A
STRATEGIC GOVERNANCE BOARD
JANUARY 2015

The longer term projections of opting for either the freeze grant or the increase were

noted within the report as follows;

Projected Deficit 2015/16 2016/17 2017/18 By 2019/20
(includes PBB savings) £m £m £m £m
Council Tax Freeze Grant 0.631 4.964 10.706 24.864
Police Precept Increase (1.99%) 0.128 3.419 8.088 20.005
Cumulative Reduction in Precept 0.503 1545 2 618 4.859
Income

Decision

Resolved that

In respect of the revenue budget for 2015/16

I. The information, analysis and Chief Financial Officers’ assurances as set out
in the report and Appendix 1 were noted.

il. The proposed adjustments to the 2015/16 budget as detailed in Annexes Al
and Aii were agreed.

iii. The assumptions as set out in Annexes Ai and Aii were noted.

V. A revenue contribution to capital of at least £1m into the base revenue budget
be maintained.

V. The revenue budget for 2015/16, was approved.

In respect of the council tax requirement, the associated police precept and

provisional contributions to(from) reserves

Vi. To notify the Police and Crime panel that he intends to increase the police

precept by 1.99% having received a final council tax assurance statement from the

Treasurer.

Vil. To continue with the use of reserves to bridge the budget gap in 2015/16 and

beyond linked to a review to identify further savings to alleviate the pressure on

reserves in accordance with the approved budget strategy was agreed.

viii.  The associated financial projection for 2015/18 was noted.

Declaration
| confirm that | have considered whether or not | have any personal or prejudicial

interest in this matter and take the proposed decision in compliance with the Code of

3

S:\HQ\OPCC\Strategic Governance Board\2015\Decision Log and Decision Records\Decision 05-15\DN 05-15 v2 (2).docx




SECTION A
STRATEGIC GOVERNANCE BOARD
JANUARY 2015

Conduct for the Police and Crime Commissioner for Derbyshire. Any such interests
are recorded below.
(Recorded interests: None )

The above request has my approval.

Signature Date
ALAN CHARLES 27 JANUARY 2015

PUBLICATION SCHEME CONSIDERATIONS

Is the related Section B report to be published Yes

If no, please indicate relevant exemption

Is the publication of this approval to be deferred No

If Yes, provide reasons below

Date to be deferred to —
NB Statutory Instrument 2011/3050 (as amended by SI 2012/2479) states that: all decisions made by
a PCC are in the types of information that must “be published as soon as practicable after it becomes

available to the elected local policing body”.

OFFICER APPROVAL

Chief Executive or Nominee:

| have been consulted about the proposal and confirm that financial, legal and
equalities advice has been taken into account in the preparation of this report.

| am satisfied that this is an appropriate request to be submitted to the Police and

Crime Commissioner

Name  HELEN BOFFY Date 27 JANUARY 2015
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STRATEGIC GOVERNANCE BOARD
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REPORT OF THE CHIEF CONSTABLE
AND TREASURER FOR THE POLICE AND CRIME COMMISSIONER

8B REVENUE BUDGET AND PRECEPT REPORT 2015/16
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PURPOSE OF THE REPORT

To provide details of the local government finance settlement for 2015/16, to
summarise the proposed revenue budget and to consider the level of precept
to be notified to the Police and Crime Panel for 2015/16.

EXECUTIVE SUMMARY

Appendix 1 sets out the detailed budget proposals for Derbyshire Police for
the next financial year 2015/16.

This is the third year when the budget for policing Derbyshire will be set by the
Police and Crime Commissioner for Derbyshire.

These financial plans continue to be set during a time of unprecedented

austerity and considerable uncertainty.

Appendix 1 details the good progress that the Constabulary has already
made in meeting this unprecedented challenge.

This has put Derbyshire Police in a strong financial position and in particular
enabled reserves to be built up with the specific purpose to help manage

future budget cuts and austerity.

The financial outlook continues to be uncertain. While it is clear that the level
of cuts will continue and austerity will be extended possibly until 2020, the

precise impact on the police service is still unclear.

The savings will be challenging and over the coming years the Constabulary

will need to ensure resources focus on threat, risk and demand. The current
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savings plans in place will see Derbyshire Constabulary reduce in size as

funding diminishes.

The current financial position means the Constabulary has the opportunity to
plan for and deliver the future changes in a controlled and measured way.

The Constabulary has embarked on the next phase of its Moving Forward
programme. This involved completing a Priority Based Budgeting (PBB)

exercise to understand how services are delivered and much they cost; to
prioritise the services that should be invested in and deliver in the future to

meet the Constabulary’s priorities and the Police and Crime Plan.

These financial plans include the findings from PBB and measure the impact
on the financial forecasts and budget options for the Commissioner to
consider. Itis important to strike the right balance between providing
sufficient resources to meet policing risk against the need to deliver a
sustainable budget in what continues to be a very difficult financial and

economic climate.

Throughout this period of austerity the Constabulary has placed great
emphasis on maintaining performance even during a time of unprecedented
budget cuts. This is becoming more challenging not only in Derbyshire but at

a National level.

Appendix 1 details the excellent performance that has been delivered by the
Constabulary, particularly working with its partners. The challenge of
continuing to reduce crime is becoming more difficult each year, particularly in
times of austerity. Crime is also changing at an ever increasing rate with
officers having to deal with more complex and time consuming issues, some
of which do not feature within the traditional crime categories that have
previously been recorded, for example Cyber Crime. Taking this into
consideration, it is perhaps not surprising that current projections for 2014/15
are showing a small increase in recorded crime both in Derbyshire and in

many other forces.
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Despite the backdrop of the current financial situation and the ever increasing
complexity of offending, the Constabulary has continued to see year on year
reductions in anti-social behaviour incidents. Tackling anti-social behaviour

relies heavily on partnership activity and joint working.

The Crime Survey in England and Wales (CSEW) surveys people across the
country in relation to their perceptions of crime and the police in their area.
Over the last twelve months, public confidence with Derbyshire Constabulary
has increased noticeably with nearly 77% people, who answered the survey in
the twelve months ending June 2014, stating that they had confidence in the
police in this area. This has improved greatly over recent years and is a
significant increase compared to September 2008 when less than 63% of

respondents were confident.

Police Funding 2015/16

On 26 June 2013 the Chancellor of the Exchequer announced the outcome of
the Spending Round 2013 (SR2013), which sets out public spending totals to
the financial year 2015/16.

For 2015/16 police funding will further reduce from £8.479bn in 2014/15 to
£8.210bn in 2015/16, a cash reduction of 3.2% or 4.9% in real terms (based
on an inflation rate for 2015/16 of 1.8%).

The Home Office finally published funding allocations for individual forces on
17th December 2014, less than six weeks before Commissioners are
expected to set out their spending plans.

These allocations signalled further cuts in resources for individual forces to
help fund a number of national policing initiatives. This meant that the actual
reduction subject to damping had increased to 5.1%. This increase is due to
‘top-slicing’ of the police grant to fund central and national initiatives which
reduces the amount of funding available locally to Derbyshire Police. This

covers:
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o maintain funding for counter-terrorism policing of at least £564m;
o provide a further £30m for the Independent Police Complaints
Commission;

o support HMIC’s PEEL inspection programme with £9.4m;

o offer £4.6m for the College of Policing’s direct entry schemes;
o allocate £70m of funding to the Police Innovation Fund; and
o provide £40m of funding for Major Programmes.

Revenue resources continue to be allocated notionally on the basis of a
revised funding formula, introduced in 2006/7. This set out to provide a more
up-to-date and detailed assessment of the pressures facing individual police
forces. However, the Government has signalled its intention to review the

Police Allocation Formula.

The Government continues to implement arrangements to protect forces that
would otherwise lose grant under the formula. For 2015/16 the Government
has applied the same percentage reduction as last year (1.6% cash) to every

police force area.

Effectively this continues to protect forces that would otherwise lose grant
following the formula changes. This protection is funded by scaling back
dramatically the higher increases that a number of Police Forces, including

Derbyshire, stood to gain under the new formula.

Another consequence is that it is no longer possible to accurately identify the
level of funding that is being withheld from Derbyshire Constabulary to protect

other forces from even larger funding cuts.

However, using the criteria for damping that was last published for the
20/13/14 grant settlement the estimated loss of grant for Derbyshire continues

to be some £2m per annum and is summarised in the table below: -
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cy Before After Estimated
0
Estimated Impact of Damping : Damping Damping Grant Lost
Reduction
£m £m £m
Grant Settlement 2013/14 112.270 110.125 (2.145)
Add: Community Safety Fund
. ] . 0.981 0.981
included in Baseline for 2014/15
Adjusted Baseline for 2014/15 113.251 111.106
Less: Cash Reduction in
Baseline for 2014/15 3.3% (3.737) (3.666)
(exc. top slice)
Grant Settlement 2014/15 109.514 107.440 (2.074)
Less: Cash Reduction in
Baseline for 2015/16 3.5% (3.833) (3.760)
(exc. top slice)
Grant Settlement 2015/16 105.681 103.679 (2.002)
Total (6.221)

2.24

Next year, the formula grant will reduce from £105.812m to £100.400m, a

reduction of £5.412m. Predicted grant levels for Derbyshire are detailed in

the following table: -

Formula Funding 2010/11 2011/12 2012/13 2013/14 | 2014/15 2015/16
Police Main Grant 73.186 70.155 65.039 68.940 66.551 62.500
Non-Domestic Rates/

Revenue Support Grant 49.096 45.841 43.182 41.185 39.261 37.900
Neighbourhood Policing Grant 3.681 3.681 3.681 0 0 0
Community Safety Fund 0 0 0 0.981 0

Total Formula Funding 125.963 119.677 111.902 111.106 | 105.812 100.400
Reduction in Funding (£) (6.286) (7.775) (0.796) (5.294) (5.412)
Reduction in Funding (%) (5.0 (6.5) (0.7) (4.8) (5.2)

Page | 5
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2.25 Derbyshire Police stands to lose out an additional £1.178m as a result of the

top-slicing applied to the main grant. This is on top of the £1.274m already

taken from last year’s grant settlement and is set out in the table below:-

Estimated Estimated Total
Expenditure (funded from ‘top-slicing’ Grant Lost by Grant Lost by
the Police Main Grant) Derbyshire Derbyshire

2014/15 2015/16
£m £m £m

Police Innovation Fund 0.755 0.302 1.057
IPCC 0.272 0.181 0.453
HMIC 0.142 - 0.142
Direct entry schemes 0.045 0.030 0.075
National Police Co-ordination Centre 0.030 (0.030) -
Capital City Grant 0.030 0.015 0.045
Police Knowledge Fund - 0.076 0.076
Major Programmes - 0.604 0.604
Total 1.274 1.178 2.452

Note :This excludes any loss of funding as a result of floor protection, which means

that some £2m of further grant funding is withheld from Derbyshire Police.

2.26

The Government announced last year that English local authorities that freeze

council tax in 2015/16 will receive a grant equivalent to a 1% increase in the

average Band D council tax.

2.27

Last year also saw the transfer of funding for council tax grants from the

Department of Communities and Local Government (DCLG) to the Home

Office, who have amalgamated the freeze grant with the local council tax

support grant into one to pay to policing bodies alongside the main police

grant. This means council tax grants are built into spending review baselines.

Page | 6
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Office of the Police and Crime Commissioner

The budget retained for direct control by the Commissioner falls into three
main elements; the cost of his office and staff, the cost of services for helping
victims of crime to cope and recover (supported by grant from the Ministry of
Justice) and for crime reduction initiatives, and treasury and accounting costs
such as debt charges & interest receipts. A substantial grant is received from
the Ministry of Justice derived from the Victims’ Surcharge levied by the
courts and is specifically to pay for services to support victims of crime and to

deliver restorative justice solutions.

The table below shows the proposed budget for the Office of Police and

Crime Commissioner, which is set out in more detail within Annex B: -

: . : Revised Proposed
Office of the Police and Crime
- Budget Budget
Commissioner
2014/15 2015/16
£m £m

Commissioner’s Office 0.999 1.032
Crime Prevention Fund 0.250 0.250
Community Safety Fund 1.266 1.266
Partnerships (transferred to the Chief 0.752
Constable from 1 April 2015) '
Victim and Witness Services 0.970 1.018

Sub-Total 4.237 3.566
Revenue Contributions to Capital 1.025 1.000
Debt Charges 0.907 0.862
Interest Receipts (0.260) (0.280)

Sub-total 5.909 5.148
Contribution from Reserves (0.250) (0.250)
Contribution to Reserves 0.031 0.043
Grant from the Ministry of Justice (0.671) (1.1200)
Net Budget Requirement for the Police and

5.019 3.841

Crime Commissioner’s Office
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The budget signals the importance and value of partnership working, to
ensure wherever possible all opportunities are explored for co-commissioning

services.

The Commissioner’s budget also includes a contribution of £1m to the capital
programme to make the core programme more sustainable. This will ensure
that the key on-going capital commitments can be met from capital grant and
the revenue budget without increasing borrowing levels. This is explained in
more detail within the capital programme report.

The remaining budget controlled by the Police and Crime Commissioner is for

financing items as follows:-
o Contributions to Reserves.

o Debt Charges — this represents the costs of serving the relatively low

levels of borrowing taken out in previous years.

o Interest Receipts — this represents interest earned on reserves. This
has been depressed by the ongoing global economic out-turn.

Chief Constables Budget

The table below shows the proposed budget for the Commissioner to allocate
to the Chief Constable. This is set out in more detail in Annex C: -

Chief Constable

Revised
Budget
2014/15

£m

Proposed
Budget
2015/16

£m

Derbyshire Constabulary

151.869

147.803

East Midlands Collaboration

9.529

9.409

BCU Fund

0.357

0.307

Partnerships

0.546

Contribution to National Policing

0.097

0.287

161.852

158.352

Contributions from Reserves

(2.465)

(0.558)

Net Budget Requirement for the Chief Constable

159.387

157.794

Page | 8
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The budget is based on recruiting a total of 16 police officers during the
financial year in line with the PBB proposals approved by the Moving Forward
Strategic Board in October 2014. This will only partially offset the 80 officers
who are expected to retire or leave the force during this period. Overall Police

Officer numbers are therefore expected to fall.

From a financial perspective planning for this level of recruitment is the most
prudent approach, which is likely to last for the next 3 years. However, due to
uncertainties around retirements, if estimates are found to be overly
pessimistic the Constabulary has the option to increase recruitment

accordingly.

The most significant other changes to the Chief Constable’s budget in addition
to the PBB savings outlined in paragraph 6.6 are:-

o Meeting the cost of the early release scheme £0.9m. A sum of £2m
was set aside from under spends in 2014/15 to fund the cost of
implementing PBB proposals; this included the voluntary redundancy
and the pension strain for those who qualified to take their pension

early.

o Additional temporary staffing to support the expansion of the Police

Support Volunteer programme £0.040m.

o Cost of providing the staff benefits scheme ‘My Benefits’ £0.075m for

the duration of the 3 year contract.

o Recruitment of a Head of Procurement and Procurement Officer in
response to the change within the East Midlands Strategic Commercial
Unit (EMSCU). This should largely be cost neutral as there will be a

corresponding fall in the contribution to EMSCU.
o Savings to premises running costs from the reduction in properties.

The Chief Constable’s rationale for proposing this budget is set out clearly in

the attached report at Appendix 1.

Public Engagement
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2.38 Throughout the year, the Commissioner maintains on going engagement with
the public and receives feedback from many sources on the public’s views of
policing and the level of police precept. In particular a specific budget
consultation exercise has been carried out where respondents were asked
their views, amongst other things, on the Commissioner’s proposal to
increase the policing precept by 2% (about 34p a month for a band D
property, over 10 months). At the time of writing nearly half (44%) of the 120
people who responded said a 2% increase was about right; in addition a

further 24% said the increase should be higher than 2%.

Referendum Principles

2.39 In considering the precept options available to him, the Commissioner will
take into account the referendum principles set by the government which
limits the maximum increase in council tax which can be set without

consulting the public through a referendum.
2.40 The Commissioner is presented here with two precept options to consider: -

= To accept the Council Tax Freeze grant equivalent to a precept increase
of 1%.

= To increase the Police Precept up to the referendum threshold, set at 1p

under 2% (1.99% increase).

2.41 The table below shows the implications of these two options and the resulting

police precept: -

Council Tax Precept

Precept Options Freeze Increase
Grant 1.99%
£m £m

Police and Crime Commissioner 3.841 3.841
Chief Constable 157.794 157.794
Total Budget for Derbyshire Police 161.635 161.635
Funded by: -
Police Formula Grant 100.406 100.406

Page | 10
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Council Tax Legacy and Freeze Grant 9.205 8.700

Sub-Total 52.024 52.529
Budget (Deficit) to be met from Reserves (0.631) (0.128)
(Surplus)/Deficit on Collection Accounts (0.791) (0.791)
Council Tax Requirement 50.602 51.610

The decisions associated with these two options are detailed as follows:-

OPTION 1 FREEZE

Council Tax
Freeze

Revenue Budget

£166,278,597

Provisional Council Tax Requirement £50,601,882
Police Precept £170.22
Police Precept Increase (£) £0
Police Precept Increase (%) 0%
Provisional Contribution from reserves £630,421
OPTION 2 INCREASE OF 1.99%
Precept
Increase

Revenue Budget

£166,278,597

Provisional Council Tax Requirement £51,609,638
Police Precept £173.61
Police Precept Increase (£) £3.39
Police Precept Increase (%) 1.99%
Provisional Contribution from reserves £128,683

2.42 The overall budget includes the use of reserves to balance the budget. This

is almost equivalent to the additional loss of grant through the top slice for

HMIC, IPCC and the Innovation Fund announced in late December. This

amounted in total to £1.27m.

2.43

figures.

Page | 11
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2.44 ltis also worth pointing out that there is still uncertainty around the impact on
collection levels of the localisation of council tax benefit schemes.
Longer Term Projections
2.45 The table below shows the projected budget position for the next 5 years and
how it will change depending on whether the Commissioner opts to take the
2015/16 Council Tax Freeze Grant: -
Projected Deficit 2015/16 2016/17 2017/18 By 2019/20
(includes PBB savings) £m £m £m £m
Council Tax Freeze Grant 0.631 4.964 10.706 24.864
Police Precept Increase (1.99%) 0.128 3.419 8.088 20.005
Reduction in Precept Income 0.503 1.545 2.618 4.859
Cumulative Reduction 0.503 2.048 4.666 9.525
2.46 The above projections need to be treated with considerable caution as there
are a number of factors that could materially affect the projection, regardless
of grant, in particular national decisions around pay levels and terms and
conditions.
2.47 As stated previously, while considerable uncertainty remains it is clear that

Page | 12

further substantial funding cuts are on the way. However, reserves are
healthy and can manage the projected deficits as shown in the table below.

Further detail on the use of reserves over this period is shown in Annex D: -
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Reserve 31/03/15 31/03/16 31/03/17 31/03/18
£m £m £m £m
General 3.300 3.300 3.300 3.300
Earmarked — Usable
Operational Priorities 1.325 1.325 1.325 1.325
Operational Funding 21.393 17.889 11.163 6.494
Contribution to Capital 1.685 - - -
Carry Forwards 2.868 2.604 2.604 2.604
Police and Crime Commissioner — Crime
Prevention Fund 0.916 0.666 0.416 0.166
Pensions 0.500 0.500 0.500 0.500
Moving Forward (PBB) Implementation 0.989 0.367 0.104 0.104
Total Earmarked — Usable 29.676 23.351 16.112 11.193
Earmarked — Non-usable 6.031 5.779 5.503 5.210
Total 39.007 32.430 24.915 19.703

2.48 The above table shows the impact on reserves if they are used to fund the

budget gap. This would see usable reserves fall from £39.0m to £19.7m.

These reserves only provide a temporary cushion and will also need to be

used to invest to deliver long term savings. The position above takes into

account the temporary funding needed for the rebuild the Administration and

Executive Block at Police Headquarters pending an improvement in the

climate for making a sale of land. Further calls on reserves may arise from

investment in technology i.e. new Crime System.

2.49 In addition a general reserve of £3.3m is maintained to deal with immediate

2.50

Page | 13

unforeseen spending pressures.

While reserves cushion the impact of unforeseen spending and known future
commitments, they also result in money being held back from local taxpayers.
It is therefore important to ensure reserves are maintained at an appropriate

level.
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Financial Risks

The key financial risks are set out in Appendix 1, these are around future pay
awards, complex and unforeseen policing operations, additional grant
reductions and even potential over-spending. Taken together these risks
could add as much as £6m to our costs in any one year. Without reserves,
this would place an unsustainable burden on our budget. It is therefore

appropriate that we hold reserves to manage these potential risks.

Future Strateqy

This is the fifth budget to be set in this period of Austerity. During this time
Derbyshire Constabulary has made some extremely tough choices and has
been absolutely committed to maintain sound finances while delivering an

effective policing service to the public of Derbyshire.

These budget proposals continue this approach but signal that it is getting
even harder to both manage further cuts in spending and still deliver an
effective policing service, especially when it means that we will have fewer

resources to deal with the more complex challenges that we face.

The reserves that we have been building up in recent years will play a big role
in helping to cushion the impact of these reductions. They will help us to
manage the reduction in our police officer numbers over the next few years as
well as protecting us to some extent from the immediate impact of

unpredictable grant reductions.

Even in a period of significant reductions, reserves are still needed to invest in
the future. This is essential if we are to build an effective and efficient smaller
organisation. We will undoubtedly rely more heavily on IT in the future. It is
essential that we invest in up to date systems to equip smaller numbers of
officers and staff to deliver an efficient service.

Our new Headquarters is another major investment that we are making with
money set aside in reserves. This will help us work even more closely with
the Fire Service and also save money in the long term. There is a

considerable overlap in the work that we both undertake and closer working

will produce real benefit to the people of Derbyshire.
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The next five years are going to be tough and challenging ones for Derbyshire
Constabulary. We face considerable uncertainty around future funding. Our
estimated funding gap of £25m presents a major challenge. We have made a
good start to meeting this challenge but there is still more we may need to do

in later years if we are to completely close our funding gap.

The reduction in police officer and staff numbers within these proposals
remains an area of great concern. 80% of our money is spent on people,
which means we cannot avoid these reductions, although we have tried hard

to look at other ways of saving money to avoid even greater reductions.

Our Estate is one of those areas, where we are proposing a significant
reduction. Most of the buildings that we are closing have few officers located
within them and are not visited regularly by members of the public. This does
not mean that the public won’t be concerned about their closure but we have
had to prioritise the people who deliver a policing service over the buildings

that they operate from.

RECOMMENDATIONS

In respect of the revenue budget for 2015/16

To note the information, analysis and Chief Financial Officers’ assurances as
set out in this report and Appendix 1.

To agree the proposed adjustments to the 2015/16 budget as detailed in
Annexes Ai and Aii.

To note the assumptions as set out in Annexes Ai and Aii.

To maintain a revenue contribution to capital of at least £1m into the base
revenue budget.

to approve the revenue budget for 2015/16,

In respect of the council tax requirement, the associated police precept and

provisional contributions to(from) reserves

vi.
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consider the options to either take the freeze grant or to increase council tax,
and having received a final council tax assurance statement from the

Treasurer, to notify the Police and Crime Panel accordingly
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Vil. To agree to continue with the use of reserves to bridge the budget gap in

2015/16 and beyond linked to a review to identify further savings to alleviate

the pressure on reserves in accordance with the approved budget strategy.

viii.  To note the associated financial projection for 2015/18.
4., IMPLICATIONS
LOW MEDIUM HIGH
Crime & Disorder X
Environmental X
Equality & Diversity X
Financial X
Health & Safety X
Human Rights X
Legal X
Personnel X

Name: Chief Superintendent Sunita Gamblin
External telephone number: 0300 122 4196
Email address: sgb@derbyshire.pnn.police.uk

Contact details

in the event
Name: Helen Boffy

of enquiries
External telephone number: 0300 122 6005

Email address: helen.boffy.4808@derbyshire.pnn.police.uk
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DETAILED BUDGET PROPOSALS 2015/16

1.

11

1.2

13

1.4

15

1.6

BACKGROUND

This document sets out the spending plans for the Police and Crime Commissioner
for Derbyshire and Derbyshire Constabulary for 2015/16 and indicative plans up to
2019/20. It provides the detailed rationale to support the revenue budget and

precept proposals for 2015/16.

This will be the third year when the budget for policing Derbyshire will be set by the
Police and Crime Commissioner for Derbyshire. These budget plans will be subject
to scrutiny and veto by a Police and Crime Panel consisting of local authority and

independent representatives.

Since 2010, in advance of the 2011/12 Comprehensive Spending Review (CSR) a
total of £24m in spending reductions has been delivered. This was achieved through
some very difficult choices, including a freeze on police officer recruitment and a

reduction in establishment of some 162 police officers and 269 police staff posts.

Due to the considerable success of the Moving Forward Programmes reserves have
been built up to allow for a sound plan to be put in place to address the budget gap to
2018/19. However, if these reserves are needed for other purposes i.e. investing in
new IT systems, this may result in a larger budget gap and the prospect of having to

make further savings a lot sooner.

Despite having to manage cuts in central government grant of £20.2m since 2011,
the Constabulary still faced considerable policing risks and levels of demand, whilst
maintaining a high level of performance. This has been demonstrated by the recent
publication of the first Police Effectiveness, Efficiency and Legitimacy (PEEL)
assessment by Her Majesty’s Inspectorate of Constabulary (HMIC). In the report the
HMIC found that the Constabulary is ethical, efficient and has a good record of
reducing and investigating crime, tackling anti-social behaviour and providing value

for money.

In September 2013 the Constabulary embarked on the next phase of the Moving
Forward Programme, with the main focus on conducting a Priority Based Budgeting
(PBB) exercise.
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This report sets out the findings from PBB, latest financial forecasts and budget

options for the Commissioner to consider. It is important to strike the right balance
between providing sufficient resources to meet policing risk against the need to
deliver a sustainable budget in what continues to be a very difficult financial and

economic climate.

The budget proposals made in this report confirm that Derbyshire Constabulary is in
a strong financial position to meet the policing and financial challenges that lie ahead.
Nevertheless, the savings within this report still need to be delivered and will have a
marked impact on our ability to deliver a policing service to the public of Derbyshire.
We also know that, depending on Government funding decisions we may well have
to make additional cuts over the next five years if we are to balance our budget in
2019/20.

COMPREHENSIVE SPENDING REVIEW (CSR)

No further reductions to Departmental Spending Limits (DELs) were announced in
the Chancellors’ Autumn Statement on 3 December 2014. Therefore, Total Managed
Expenditure (TME), which includes (DELSs) and Annually Managed Expenditure
(AME) is forecast to decrease from 39.5% of Gross Domestic Product (GDP) in
2015/16 to 35.2% by 2019/20.

To date spending cuts have not fallen equally across the whole of the public sector.
Indeed this is not possible with rising debt repayments. The economy has also
impacted on benefits spending and the Government has sought to protect their key
priority areas. All of this has meant that a larger proportion of the cuts have fallen on

a smaller range of public services, including policing.

Within TME, the reductions in public spending will fall most heavily on DELSs, (from
which the main Police Grant is funded), as there is upward pressure on AME
particularly from debt interest and state pensions. According to the Office for Budget
Responsibility (OBR), the Treasury’s figures imply that approximately only 40% of the
cuts to public services spending between 2009/10 and 2019/20 will have taken place

during this parliament, with a further 60% still to come.
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24 It is not possible to say how this will affect the Police, as individual department’s
budgets have not been set beyond 2015/16. However, if existing assumptions were
to continue for the NHS, education and international development, by 2019/20
spending on other government departments, such as the Home Office would be

43.5% lower in real per capita terms than 2014/15.

3. NATIONAL AND LOCAL POLICING PRIORITIES

3.1 Challenges for the policing service include dealing with crimes with a technological
aspect, or where a victim’s vulnerability is not easily apparent e.g. child sexual
abuse, modern slavery or domestic abuse. These crimes are far more complex and

resource intensive.

3.2 The extent of emerging crimes such as modern slavery and on-line fraud is still
largely unknown. Current Crime Figures reflect more “traditional” forms of crime.
Crimes against vulnerable people and crimes committed online and using modern
communication technology are impossible to accurately measure, as it is suspected

many of these types of crimes go unreported.

3.3 Technology has brought about a fundamental change in how some crime is
committed. Fraud is one example, which now can be committed on an industrial
scale, at speed, by an unknown offender and in a foreign jurisdiction. Therefore,
methods for investigation and needs of the victim are significantly different from

anything previously experienced.

3.4 The Government’s emphasis is still being placed on the importance of interoperability
of systems and communications, which extends wider than the police to other
agencies including criminal justice, health, social services and education. The
Government is calling for better sharing of information as technology is making this

easier, implying better protection of victims of crime and vulnerable individuals.

3.5 The threat posed by Serious and Organised Crime remains a serious risk, especially
when estimated that it costs the UK economy £24 billion pounds per year. Although,
this is an area that is supported by national bodies such as the National Crime
Agency, the threat is a significant aspect of the risk and threat assessment for

Derbyshire.
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The Commissioner published his Police and Crime Plan in February 2013, which
summarises the areas of policing that will take precedence during his term of office.
In response the Chief Constable produced a delivery document, which explains how
the Constabulary will protect the public, deal with high level risks and threats and in

doing so deliver the commitments made in the Police and Crime Plan.
The six objectives included in the Chief Constable’s delivery plan are: -
o Work to improve the support provided to victims and witnesses.

o Work to provide strong and effective partnership working with organisations,
such as Neighbourhood Watch, voluntary, community and social enterprise

sector to facilitate greater impact and use of resources.

o Work to keep people, particularly the most vulnerable in our communities safe

from; harm, anti-social behaviour and criminal activities.

o Work to support local policing and maintain current strength, distributing

resources into place of greatest need.

o Work to drive continual improvement in performance through a robust

performance framework that identifies key risk and manifesto priorities.

o Encourage further investigation into the issues surrounding alcohol-related
crime and harm; explore ways to intervene early to prevent it with support

from our partners.
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Derbyshire Constabulary is the ninth lowest spending force in England and Wales,

although previous analysis has shown that it faces the risk and threat of a medium

range force. Put simply its spending does not match the scale of policing risk that it

faces.

The table below shows the impact of this under-funding compared to Derbyshire’s

neighbouring forces and shows that at the extreme Derbyshire would need another

£23.3m to match the funding of one of its neighbouring forces: -

Net Spend | perbyshire budget
per Head increase at this
£ level
Derbyshire 158.967
Neighbouring Forces: -
Cheshire 159.773 £0.8m
Leicestershire 166.562 £7.6m
Nottinghamshire 175.068 £16.1m
Staffordshire 163.783 £4.8m
South Yorkshire 182.299 £23.3m
Warwickshire 166.335 £7.4m

Source: CIPFA Statistical Estimates 2014/15

Derbyshire Constabulary relies more heavily on government grant than many other

forces. A total of 69% of spending in Derbyshire is met by grant with the remaining

31% met by police precept. There is considerable national variation amongst forces

in respect of how much funding comes from national grant against local council tax

through the precept charge.

At the extreme Surrey receives some 49% of its funding from the police precept,

while Northumbria receives 12% of its funding through the precept.
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45 This is particularly significant during a period of substantial grant reductions as only

the grant element of funding is set to reduce. In essence it means that forces like

Derbyshire, who rely more heavily on government grants, will face proportionately

bigger spending reductions. It is worth noting that the continual payment of Freeze

Grants exacerbates this effect as it disproportionately protects forces with the largest

taxbases.

S. OUR CURRENT PERFORMANCE

5.1 2013/14 saw the first increase in overall crime in Derbyshire in ten years. During the

previous ten years, crime had halved in volume with over 52,000 fewer victims in
2012/13 compared to 2002/03. In 2012/13 crime fell by some 16%,

5.2 It is not surprising that following such large reductions, in 2013/14, an increase in

crime of 2.1% was recorded. Offending increased despite the responsibility for the

majority of fraud recording moving from local forces to Action Fraud in January 2013.

5.3 Following on from the increase recorded in 2013/14, the projections for crime

volumes for 2014/15 show comparative figures with the previous year. The table

below shows the estimated year on year change for a number of key crime groups: -

Crime 2013/14 2014/15 Estimated Estimated
Estimate Volume % change
Change
Violence Against the Person 9,177 10,070 893 9.7%
Sexual Offence 902 1,130 228 25.3%
Domestic Burglary 2,906 2,780 (126) (4.4%)
Non-Domestic Burglary 4,897 4,300 (597) (12.2%)
Vehicle Crime 5,640 5,560 (80) (1.4%)
Robbery 629 530 (99) (15.8%)
Shoplifting 5,778 6,420 642 11.1%
Victim Based Offences 47,619 47,930 311 0.7%
All Crime
(excl. fraud and forgery) 52,534 53,010 476 1.0%
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Overall volumes of offending are comparable with that of the previous year. Within
the key crime types, some areas have seen increases and conversely some have
seen decreases. Serious acquisitive offending has fallen with the majority of the
increases being seen in shoplifting and violence against the person offences. These

are issue that have affected not just Derbyshire as a force but nationwide.

At this stage it appears that “traditional” crime levels have stabilised and we are
unlikely to see the same dramatic level of crime reduction in the future, which is

similar to the national picture.
Demand

The demand that the service faces is changing. Offending is moving away from the
more traditional types of offending covered in the table above and more into offences
such as cyber-crime, child sexual exploitation, human trafficking etc. These areas of
offending, whilst thankfully very few in volume, are very resource intensive and

obviously extremely complex to investigate.

In addition to this, whilst crime reporting has reduced considerably over recent years,
the number of calls to the police and also incidents created has seen smaller
reductions. This is due to noticeable increases in a number of areas for example
concerns for safety and hoax calls. These areas are again very resource intensive
but do not feature in traditional crime recording statistics. In relation to concerns for
safety, volumes are particularly high with concerns for safety accounting for nearly

10% of all incidents we attend.

One area that does constitute a large proportion of Derbyshire’s calls for service has
seen positive reductions. Anti-social behaviour has fallen every year since recording
began and is predicted to see another fall in volume in 2014/15. The following chart
shows the volume of anti-social behaviour incidents each year with an estimated
value for the end of 14/15.

Change on Previous % Change on

Year No. of ASB Incidents Year Previous Year

2006/07 83,589

2007/08 75,335 (8,254) (9.9%)

2008/09 73,793 (1,542) (2.0%)

2009/10 67,841 (5,952) (8.1%)

2010/11 62,994 (4,847) (7.1%)

2011/12 57,086 (5,908) (9.4%)

2012/13 50,092 (6,994) (12.3%)

2013/14 46,658 (3,434) (6.9%)

2014/15 estimated 45,120 (1,538) (3.3%)
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Reduction since 2006/07 (46.0%) |

5.9 As the table above shows, although there is a projected fall in incidents for 2014/15,
this is estimated to be a small reduction. Tackling anti-social behaviour relies heavily

on partnership activity and joint working.

Public Perception

5.10 The Crime Survey in England and Wales (CSEW) surveys people across the country
in relation to their perceptions of crime and the police in their area. Over the last
twelve months, public confidence with Derbyshire Constabulary has increased
noticeably with nearly 77% people, who answered the survey in the twelve months
ending June 2014, stating that they had confidence in the police in this area. This has
improved greatly over recent years and is a significant increase compared to

September 2008 when less than 63% of respondents were confident.

6. THE FORCE'’S EFFICIENCY RECORD

6.1 Derbyshire Constabulary is an efficient force. The External Auditors and HM
Inspectorate of Constabulary (HMIC) consider that the force performs well in
delivering value for money and its financial management, which puts it amongst the
top performing police forces. This reflects the achievement of Derbyshire
Constabulary in delivering very good performance from a very low cost base, but at
the same time it is expected to maintain and indeed enhance front line policing and

deliver improved performance.

6.2 In the years prior to austerity, Derbyshire Constabulary had already achieved
approximately £45m in efficiency savings, this success can be attributed to planning
for the changes that would be necessary to address the reductions in public spending

as early as June 2009.

6.3 Since Austerity measures were introduced in 2010, Derbyshire Constabulary has

delivered savings of some £24m
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In September 2013 the Constabulary embarked on the next phase of the Moving
Forward programme. A comprehensive review of current spending was undertaken,
using Priority Based Budgeting (PBB) to determine a long term plan to close the

budget gap. The advantage of using PBB to carry out this exercise is that it helps: -

o Understand the services that are currently delivered.
o Identifies how much these services cost.
o Prioritises the services that should be invested in to meet the Constabulary’'s

priorities and the Police and Crime Plan.

With the Constabulary facing further cuts to grant funding estimated to be in the
region of £18m. Added to this are inflationary and other cost pressures estimated to
be £7m, which increases the budget gap to £25m by 2019/20. This is on top of the
£20.1m cut already made by the Government since 2010. Tough choices will need
to be made as the Constabulary tries to balance the need to deliver high quality
services, as well as reduce and re-direct resources toward new emerging policing

demands.

The estimated reduction in spending identified from the PBB exercise equates to
£19m over the next 5 years. An initial assessment has also been made to allocate
the budget reductions to each year. However, as PBB is about realigning
Derbyshire’s policing model to meet future demand, threat and risk whilst maintaining
a local accountable BCU and organisational structure there are a number of
dependencies that require additional work. Only those savings allocated to 2015/16
have so far been approved by the Moving Forward Strategic Programme Board.
Savings identified for future years are subject to ongoing review, which is being
overseen by the Moving Forward Operational Implementation Group.

A summary of the savings allocated to 2015/16 and are reflected in the latest
financial forecasts and budget options for the Commissioner to consider are

summarised below: -
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Revised . Future
Saving
- Budget Years Summary of Change
Division/Department 2015/16 .
2014/15 . Saving (2015/16 to 2019/20)
m
£m £m
e Reduce the number of Enquiry Offices
e Merge management team Operational
Support
Contact Management 0 0.517 2.368
e Removal of CMIT and dedicated RTI
roles
e CMU to record crime direct from officers
o Remove role of file builders
Criminal Justice 0.360 0.902 0.438 | ¢« Centralisation of teams to reduce
supervision and management costs
) e Reduce officer posts and workforce
Professional Standards 0.085 0.184 0.043
modernise a humber of roles
e Reduce the number of properties
Assets 0.150 0.322 0.680
e Reductions and changes to fleet
) e Merger of specialist teams
Crime Support 0.377 0.196 0.237
e Work force modernise a number of roles
e Reduction in supervision and
management
Corporate Services 0.474 0.383 0.374 | ¢ Scaling back of community safety,
equality, service improvement and
communications
e Scale back special capabilities for dog
section, collision investigation and roads
Operational Support 0.146 0.326 2.053 policing
e  Work force modernise roles in
intelligence and operational planning
e Reduction in supervision and
) management
Business Support 0.055 0.114 0.157 )
e  Make procedural changes to how seized
property is dealt with
Unison 0.017 0.005 0 | ¢ Reduce administrative support
Federation 0 0.123 0 | o Full cost recovery of police officers
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Division/Department

Revised
Budget
2014/15

£m

Saving
2015/16
£m

Future
Years
Saving

£m

Summary of Change
(2015/16 to 2019/20)

B Division

0.101

0.403 1.313

Reduction in senior management team
Change to CID shift pattern to reduce
supervision

Workforce modernise roles in community
safety

Reduce number of SNT and Section
officers

Share reactive cadre of inspectors with C

Division

C Division

0.188

0.588 2.219

Reduction in senior management team
Reduce number of SNT

Removal of operational support team
and crime reduction officers

Workforce modernise a number of roles

Merge OCG and Intel teams

Executive

0.014 0

Reduce PA support

Information Services

0.250

0.130 0

Reduce management structure
Re-negotiation of mobile contract and
introduction of VOIP

D Division

0.021

0.665 1.877

Merge Long Eaton and llkeston Section
Reduce SNT officers and PCSOs
Workforce modernise intel roles and
DOT team

Strategic Finance

0 0.072

Reduce financial reporting in light of
changes to Accounts and Audit Regs

HR

0 0.042

Changes to HR policy role

Total

2.224

4.872 11.873

6.8 The longer-term effect of the PBB savings on the financial forecasts is shown in

paragraph 11.1 of the report on the Base Budget 2015/20.
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NATIONAL FUNDING POSITION

On 26 June 2013 the Chancellor of the Exchequer announced the outcome of the
Spending Round 2013 (SR2013), which sets out public spending totals to the
financial year 2015/16.

For 2015/16 police funding will further reduce from £8.479bn in 2014/15 to £8.210bn
in 2015/16, a cash reduction of 3.2% or 4.9% in real terms (based on an inflation rate
for 2015/16 of 1.8%).

The Home Office finally published funding allocations for individual forces on 17th
December 2014, less than six weeks before Commissioners are expected to set out

their spending plans.

These allocations signalled further cuts in resources for individual forces to help fund
a number of national policing initiatives. This meant that the actual reduction subject
to damping had increased to 5.1%. This increase is due to ‘top-slicing’ of the police

grant to: -

o maintain funding for counter-terrorism policing of at least £564m;

provide a further £30m for the Independent Police Complaints Commission;

o support HMIC’s PEEL inspection programme with £9.4m;

o offer £4.6m for the College of Policing’s direct entry schemes;
. allocate £70m of funding to the Police Innovation Fund; and

o provide £40m of funding for Major Programmes.

Revenue resources continue to be allocated notionally on the basis of a revised
funding formula, introduced in 2006/7. This set out to provide a more up-to-date and
detailed assessment of the pressures facing individual police forces. However, the

Government has signalled its intention to review the Police Allocation Formula.

The Government continues to implement arrangements to protect forces that would
otherwise lose grant under the formula. For 2015/16 the Government has applied

the same percentage reduction as last year (1.6% cash) to every police force area.

Page 12 of 42



7.7

7.8

7.9

APPENDIX 1

AGEND AITEM 8B
STRATEGIC GOVERNACE BOARD
27 JANUARY 2015
Effectively this continues to protect forces that would otherwise lose grant following

the formula changes. This protection is funded by scaling back dramatically the

higher increases that a number of Police Forces, including Derbyshire, stood to gain

under the new formula.

Another consequence is that it is no longer possible to accurately identify the level of

funding that is being withheld from Derbyshire Constabulary to protect other forces

from even larger funding cuts.

However, using the criteria for damping that was last published for the 20/13/14 grant

settlement the estimated loss of grant for Derbyshire continues to be some £2m per

annum and is summarised in the table below: -

o Before After Estimated
0
Estimated Impact of Damping : Damping Damping Grant Lost
Reduction
£m £m £m
Grant Settlement 2013/14 112.270 110.125 (2.145)
Add: Community Safety Fund
. ] . 0.981 0.981
included in Baseline for 2014/15
Adjusted Baseline for 2014/15 113.251 111.106
Less: Cash Reduction in
Baseline for 2014/15 3.3% (3.737) (3.666)
(exc. top slice)
Grant Settlement 2014/15 109.514 107.440 (2.074)
Less: Cash Reduction in
Baseline for 2015/16 3.5% (3.833) (3.760)
(exc. top slice)
Grant Settlement 2015/16 105.681 103.679 (2.002)
Total (6.221)

Page 13 of 42




8.1

8.2

9.1

9.2

APPENDIX 1

AGEND AITEM 8B

STRATEGIC GOVERNACE BOARD
27 JANUARY 2015

COUNCIL TAX FREEZE GRANT

The Government announced last year that English local authorities that freeze
council tax in 2015/16 will receive a grant equivalent to a 1% increase in the average

Band D council tax.

Last year also saw the transfer of funding for council tax grants from the Department
of Communities and Local Government (DCLG) to the Home Office, who have

amalgamated the freeze grant with the local council tax support grant into one to pay
to policing bodies alongside the main police grant. This means council tax grants are

built into spending review baselines.

LOCALISM ACT 2011

Council Tax rises are subject to the provisions of the Localism Act 2011. In place of
the previous ‘capping limits’, the Secretary of State for Communities and Local
Government sets an excessiveness principle which puts a limit on Council Tax
increases that can be approved without holding a referendum among local taxpayers.

For 2015/16 the excessiveness ‘threshold’ for police forces is set at 2%.

The cost of holding a referendum would fall to the Constabulary and it is estimated
that this would cost in the region of £0.75m to £1m for Derbyshire, not to mention the

potential cost of rebilling, which could be in the region of £0.5m.
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Next year, the formula grant will reduce from £105.812m to £100.400m, a reduction

Formula Funding 2010/11 2011/12 2012/13 2013/14 | 2014/15 2015/16
Police Main Grant 73.186 70.155 65.039 68.940 66.551 62.500
Non-Domestic Rates/

Revenue Support Grant 49.096 45.841 43.182 41.185 39.261 37.900
Neighbourhood Policing Grant 3.681 3.681 3.681 0 0 0
Community Safety Fund 0 0 0 0.981 0

Total Formula Funding 125.963 119.677 111.902 111.106 105.812 100.400
Reduction in Funding (£) (6.286) (7.775) (0.796) (5.294) (5.412)
Reduction in Funding (%) (5.0) (6.5) (0.7) (4.8) (5.1)

10.2

Derbyshire Police stands to lose out an additional £1.178m as a result of the top-

slicing applied to the main grant. This is on top of the £1.274m already taken from

last year’'s grant settlement and is set out in the table below:-
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Estimated Estimated Total
Expenditure (funded from ‘top-slicing’ Grant Lost by Grant Lost by
the Police Main Grant) Derbyshire Derbyshire

2014/15 2015/16
£m £m £m

Police Innovation Fund 0.755 0.302 1.057
IPCC 0.272 0.181 0.453
HMIC 0.142 - 0.142
Direct entry schemes 0.045 0.030 0.075
National Police Co-ordination Centre 0.030 (0.030) -
Capital City Grant 0.030 0.015 0.045
Police Knowledge Fund - 0.076 0.076
Major Programmes - 0.604 0.604
Total 1.274 1.178 2.452

Note :This excludes any loss of funding as a result of floor protection, which means

that some £2m of further grant funding is withheld from Derbyshire Police.
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11. BASE BUDGET 2014/20

11.1 The following table summarises the five-year base budget projection for 2015/20 if
Council Tax is increased by 1.99% in 2015/16. This shows the projected budget
requirement taking into account all known commitments and implementing the results
from the PBB exercise. This is set out in more detail in Annexes Ai and Aii which

also sets out the position if the Commissioner opts to take the Council Tax Freeze

Grant.
2014/15
Base Budget 2015/20 2015/16 2016/17 2017/18 2018/19 2019/20
Revised
£m £m £m £m £m £m
Previous Year’'s Gross Expenditure 167.210 165.892 168.731 173.608 176.356 177.526
Inflation (including pay awards and
] 2.976 3.984 7.274 3.825 3.829 4.073
increments)
Other spending pressures 3.933 3.194 2.359 3.666 2.814 3.183
Savings from previous Moving Forward and
] (8.227) (4.339) (4.756) (4.743) (5.473) (5.480)
income
Net Revenue Budget before PBB savings 165.892 168.731 173.608 176.356 177.526 179.302
Projected Funding (including Police Precept
(164.710) | (161.507) | (158.856) | (156.870) | (155.251) | (154.246)
at 1.99% from 2016/17)
Annual Budget Base (Surplus)/Deficit 1.183 7.224 14.752 19.486 22.275 25.056
Net savings achieved in 2014/15 including
i . : . (1.183)
initial PBB savings (less implementation)
(Surplus) / Deficit after savings already
) ) - 7.224 14.752 19.486 22.275 25.056
achieved in 2014/15
Moving Forward 4 (PBB) Savings to be
] - (7.096) (11.461) (14.817) (16.444) (18.970)
implemented
Remaining (Surplus) / Deficit after PBB
- 0.128 3.291 4.669 5.831 6.086

savings
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11.2 The table above shows that Derbyshire Police requires a net revenue budget of
£161.636m for 2015/16.

11.3 The scale of the deficit will continue to fluctuate over the next 5 years depending on

some of the key factors below: -

Government Policy — a general election in 2015 could result in a different
approach to deficit reduction or the rules on permitted increases to Council

Tax levels could change

Changing Government Priorities — which may influence the share of national

funding allocated to the police

Changes in police grant distribution — which may impact on some forces more

than others.
Performance of the economy — both national and global economic conditions

Core Assumptions — any changes to the core assumptions set out in the table

below: -

Assumption

Description Risk

Grant funding

e Grant reductions similar to initial period of austerity | Pessimistic

Inflation e 2.5% non-pay, 5% utilities/fuel Prudent
Precept o 2.0% per annum and 1.0% increase in tax base Prudent
o 1% per annum with no further changes to terms &
conditions. o
Pay awards _ Optimistic
e Any increases to pay awards should be offset by
smaller grant reductions
o No change to existing contributions Neutral
Pensions e An extra £1m in 2017/18 to meet the cost of auto- Prudent
enrolment
_ e A budget pressure of £3.3m has been included for
National _ _
2016/17 to reflect the ending of occupational Prudent
Insurance

pension scheme rebate
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BUDGET REQUIREMENT 2015/16

The key assumptions under-pinning the base budget for 2015/16 is set out in

Annexes Ai and Aii.

BUDGET STRATEGY

In the past Derbyshire Constabulary has successfully met its financial challenge by
reacting early and putting in place measures to close its budget gap at an early

stage.

The Constabulary has been able to achieve significant reductions, while still
maintaining and improving performance. There is however no guarantee that this will

always happen.

The position now faced is slightly different. The scale of the gap in later years is far

harder to predict.

It is important that Derbyshire Police continues to take a measured approach to

future savings.

The estimated reduction in spending identified from the PBB exercise equates to
£19m over the next 5 years. An initial assessment has also been made to allocate
the budget reductions to each year. However, as PBB is about realigning
Derbyshire’s policing model to meet future demand, threat and risk whilst maintaining
a local accountable BCU and organisational structure there are a number of

dependencies that require additional work, which will further change these plans.

Some 80% of all costs relate to People (Police Officers (50%) and Police Staff (30%).
This means that it is impossible to make savings of the magnitude that we need to

make without impacting on the size of our workforce.
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13.7 A significant reduction in the workforce will be required to achieve the magnitude of

savings required to close the budget gap resulting from the unprecedented
Government austerity measures. The main risk and uncertainty with the delivery of
the savings is around police officer numbers. The PBB savings projections assume
that 206 police officers will leave in the 3 years 2015/16 to 2017/18. Estimates for
police officer reductions through retirements and leavers are close to this figure.
However, in order to continue recruiting officers throughout the period of reductions,
the use of reserves will be needed to slow the decline in officer numbers, as the next

chart illustrates: -

1,950.0
1,900.0
1,850.0 ‘\;\
1,800.0
7’\\’\ —4—Target Strength - pre PBB
1,750.0 \ \ —fli—Target Strength - post PBB
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] ]

—==FTE's- 'PBB path'
1,650.0

n . . —+==FTE's - 'Revised path'

1,600.0

1,550.0
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A RISK BASED APPROACH TO BUDGET SETTING

Failure to address the policing risk that Derbyshire Constabulary faces comes at a

price. Failure to address the policing and financial risks adequately could have a

damaging effect on public confidence. In terms of: -

Financial Impact — if serious harm results through failure to address any of
the risks identified in this report, this will have a significant financial
consequence for Derbyshire Constabulary, with the investigation effort and

resources needed to address it.

Damage to service delivery — apart from the financial impact, funding a

major investigation will also take resources away from local policing.

Inspection Performance — failure to address risks in these areas will lead to

a decline in the inspection performance of Derbyshire Constabulary.

Damage to its reputation —the impact of failures to address issues will lead

to a loss of confidence and trust in the Constabulary.

Health & Safety — the shooting at the Stockwell tube station and the
subsequent conviction of the Metropolitan Police Service under Health and
Safety legislation highlighted the considerable risk and the level of
responsibility for Police and Crime Commissioners and Constabularies to

address known or anticipated risks.
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Derbyshire Constabulary recognises that it would be unrealistic to close its entire risk

gap in one year. Indeed the new financial reality makes this an even greater

challenge.

15.2

Over recent years Derbyshire Constabulary has delivered considerable budget

reductions through such initiatives as the Moving Forward Programme. This clearly

creates a considerable risk to service delivery, which Derbyshire Constabulary has

managed effectively to date. This is demonstrated by the continued reduction in

crime levels across the county and the improvement in customer confidence.

15.3

The following table assesses the financial risks currently facing Derbyshire

Constabulary and the actions taken to address these risks: -

Risk

Mitigation

Further substantial loss of grant.

An operational funding reserve and general
reserve is maintained to cushion the impact
of further grant losses.

The Constabulary has embarked on the next
phase of the Moving Forward programme,
with the main focus on Priority Based

Budgeting.

Reliance on investment income to fund base
budget — volatility in interest rates may have

a significant impact on income.

The budget is based on a significantly
reduced level of investment income as

interest rates remain low.

Revenue Funding — the Constabulary relies
on specific grants to fund a significant share
of its net revenue budget. In particular the
Constabulary is the lead for the EMCTIU.

The Constabulary is now less reliant on
specific grants.

The EMCTIU presents a considerable risk
which is mitigated by the fact that other East
Midlands Constabulary’s are still responsible
for the employment of police officers within
the EMCTIU.
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Risk Mitigation

Major Incidents — potential impact on police = Maintain reserves in accordance with the
overtime of a number of major incidents. Reserves Strategy.

Reliance on use of reserves to fund the = Disposal of surplus land and property helps
capital programme. to achieve some of the capital aspirations

that are set out within the capital strategy.
= Arevenue contribution of £1m has been
made to make the core programme more

sustainable.

Unforeseen spending items and inflationary = Maintain reserves at a realistic level to

pressures. ensure that they can sustain items of
unforeseen spending.

= Monitor the level of provision set aside to
cover inflationary pressures.

= Frequently update the financial forecast to
provide a more realistic view of future
spending commitments.

= Specific insurance reserve exists to cover

insurance excess.

Page 23 of 42




16.

16.1

17.

17.1

17.2

APPENDIX 1

AGEND AITEM 8B

STRATEGIC GOVERNACE BOARD
27 JANUARY 2015

BUDGET 2015/16

This is the third year when the budget for policing Derbyshire will be set by the Police
and Crime Commissioner for Derbyshire. This section covers both the budget that
the Police and Crime Commissioner will control directly and identifies separately the

budget that he will allocate to the Chief Constable for operational policing.

OFFICE OF THE POLICE AND CRIME COMMISSIONER

The budget retained for direct control by the Commissioner falls into three main
elements; the cost of his office and staff, the cost of services for helping victims of
crime to cope and recover (supported by grant from the Ministry of Justice) and for
crime reduction initiatives, and treasury and accounting costs such as debt charges &
interest receipts. A substantial grant is received from the Ministry of Justice derived
from the Victims’ Surcharge levied by the courts and is specifically to pay for services

to support victims of crime and to deliver restorative justice solutions.

The budget for partnerships has been transferred to the Chief Constable in 2015/16.
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17.3 The proposed budget for 2015/16 for the Office of the Police and Crime

: . : Revised Proposed
Office of the Police and Crime
- Budget Budget
Commissioner
2014/15 2015/16
£m £m

Commissioner’s Office 0.999 1.032
Crime Prevention Fund 0.250 0.250
Community Safety Fund 1.266 1.266
Partnerships (transferred to the Chief 0.752
Constable from 1 April 2015) '
Victim and Witness Services 0.970 1.018

Sub-Total 4.237 3.566
Revenue Contributions to Capital 1.025 1.000
Debt Charges 0.907 0.862
Interest Receipts (0.260) (0.280)

Sub-total 5.909 5.148
Contribution from Reserves (0.250) (0.250)
Contribution to Reserves 0.031 0.043
Grant from the Ministry of Justice (0.671) (1.1200)
Net Budget Requirement for the Police and

. o . 5.019 3.841

Crime Commissioner’s Office
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The budget signals the importance and value of partnership working, to ensure

wherever possible all opportunities are explored for co-commissioning services.

The Commissioner’s budget also includes a contribution of £1m to the capital
programme to make the core programme more sustainable. This will ensure that the
key on-going capital commitments can be met from capital grant and the revenue
budget without increasing borrowing levels. This is explained in more detail within

the capital programme report.

The remaining budget controlled by the Police and Crime Commissioner is for

financing items as follows:-
. Contributions to Reserves.

o Debt Charges — this represents the costs of serving the relatively low levels of

borrowing taken out in previous years.

o Interest Receipts — this represents interest earned on reserves. This has

been depressed by the ongoing global economic out-turn.
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18. CHIEF CONSTABLE’'S BUDGET

18.1 The proposed budget for the Chief Constable is set out in the table below:-

Revised Proposed
Chief Constable Budget Budget
2014/15 2015/16
£m £m
Derbyshire Constabulary 151.869 147.803
East Midlands Collaboration 9.529 9.409
BCU Fund 0.357 0.307
Partnerships - 0.546
Contribution to National Policing 0.097 0.287
Sub-total 161.852 158.352
Contributions from Reserves (2.465) (0.558)
Net Budget Requirement for the Chief Constable 159.387 157.794

18.2 The budget is based on recruiting a total of 16 police officers during the financial year
in line with the PBB proposals approved by the Moving Forward Strategic Board in
October 2014. This will only partially offset the 80 officers who are expected to retire
or leave the force during this period. Overall Police Officer numbers are therefore

expected to fall.

18.3 From a financial perspective planning for this level of recruitment is the most prudent
approach, which is likely to last for the next 3 years. However, due to uncertainties
around retirements, if estimates are found to be overly pessimistic the Constabulary

has the option to increase recruitment accordingly.
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18.4 The most significant other changes to the Chief Constable’s budget in addition to the

PBB savings outlined in paragraph 6.6 are:-

o Meeting the cost of the early release scheme £0.9m. A sum of £2m was set
aside from under spends in 2014/15 to fund the cost of implementing PBB
proposals; this included the voluntary redundancy and the pension strain for

those who qualified to take their pension early.

o Additional temporary staffing to support the expansion of the Police Support

Volunteer programme £0.040m.

o Cost of providing the staff benefits scheme ‘My Benefits’ £0.075m for the

duration of the 3 year contract.

o Recruitment of a Head of Procurement and Procurement Officer in response
to the change within the East Midlands Strategic Commercial Unit (EMSCU).
This should largely be cost neutral as there will be a corresponding fall in the
contribution to EMSCU.

. Savings to premises running costs from the reduction in the following
properties (£0.114m 2015/16 only). In addition the Force is avoiding incurring

the future cost of maintaining these properties: -

Headquarters Disposal Timeline 15/16 16/17 17/18 18/19 19 and
beyond

Administration Annex 1

Adminstration Block 1

Alfreton Vulnerable Witness Suite 1

Canteen Block 1

Cardinal Square, Derby Vacated Disposal

Central Ticket Office 1

Crime Support Building 1

Executive Block 1

Heath Motorway Post Vacated Disposal

Merril Way 1

Merril Way 1

Police House, 165 Chesterfield Road, 1

Matlock

Telecoms Cabin 1

Proposed Headquarters Reductions 2 7 0 2 2
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B Division Disposal Timeline 15/16 16/17 17/18 18/19 19 and
beyond

Ashbourne 1

Bakewell 1

Chapel-en-la-Frith 1

Fairfield 1

Gamesley 1

Hadfield 1

Whaley Bridge 1

Wirksworth 1

Proposed B Division Reductions 4 2 0 1 1

C Division Disposal Timeline 15/16 16/17 17/18 18/19 19 and
beyond

Alfreton Connaught Court 1

Clowne 1

Codnor (Highfields) 1

Cresswell 1

Dronfield 1

Eckington 1

Grassmoor 1

Heage 1

Heanor 1

Ironville 1

Kilburn 1

Killamarsh 1

Langley Mill 1

Leabrooks 1

Riddings 1

Shirebrook 1

Shirland 1

South Normanton (The Hub) 1

Tupton 1

Wingerworth 1

Proposed C Division Reductions 11 5 4 0 1

D Division Disposal Timeline 15/16 16/17 17/18 18/19 19 and
beyond

Allestree 1

Arboretum 1

Assembly rooms 1

Breaston 1

Chellaston 1

Ilkeston Fire Station 1

Kirk Hallam 1

Littleover 1

Long Eaton 1

Long Eaton (Wilsthorpe School) 1

Melbourne 1

Sandiacre 1

Sawley 1

Sinfin 1

Spondon 1

Stockbrook Street 1

Proposed D Division Reductions 6 2 5 3 0
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18.5 The budget reflects the risk based approach to budget setting outlined earlier within

this report.

18.6 The budget for the share of specialist policing within Derbyshire that is being
delivered collaboratively with other police forces within the East Midlands is

summarised in the table below:-

Revised Proposed
East Midlands Collaboration Budget Budget

2014/15 2015/16

£m £m

EMSOU Serious and Organised Crime 3.685 3.719
Technical Support Unit 0.493 0.484
Major Crime 0.262 0.250
Forensics 0.775 0.838
HR Service Centre 0.570 0.576
Learning and Development / Occupational Health 0.971 0.976
Legal 0.249 0.281
Procurement 0.322 0.203
EM Police Collaboration Team 0.163 0.117
Major Crime (budget retained within Derbyshire’s base) 2.027 1.953
Information and Co-ordination Centre 0.012 0.012
Total Collaboration 9.529 9.409

18.7 The budget reflects the regional collaboration budget agreed by all East Midlands
Police and Crime Commissioners for 2015/16 and represents a decrease of
(£0.120m) on current contributions, recognising the implementation of EMSOU'’s

efficiency and savings programme.
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CHIEF CONSTABLE’'S BUDGET COMMENTARY

This is the fifth budget to be set in this period of Austerity. During this time
Derbyshire Constabulary has made some extremely tough choices and has been
absolutely committed to maintain sound finances while delivering an effective policing

service to the public of Derbyshire.

These budget proposals continue this approach but signal that it is getting even
harder to both manage further cuts in spending and still deliver an effective policing
service, especially when it means that we will have fewer resources to deal with the

more complex challenges that we face.

The reserves that we have been building up in recent years will play a big role in
helping to cushion the impact of these reductions. They will help us to manage the
reduction in our police officer numbers over the next few years as well as protecting

us to some extent from the immediate impact of unpredictable grant reductions.

Even in a period of significant reductions, reserves are still needed to invest in the
future. This is essential if we are to build an effective and efficient smaller
organisation. We will undoubtedly rely more heavily on IT in the future. It is essential
that we invest in up to date systems to equip smaller numbers of officers and staff to

deliver an efficient service.

Our new Headquarters is another major investment that we are making with money
set aside in reserves. This will help us work even more closely with the Fire Service
and also save money in the long term. There is a considerable overlap in the work

that we both undertake and closer working will produce real benefit to the people of

Derbyshire.

The next five years are going to be tough and challenging ones for Derbyshire
Constabulary. We face considerable uncertainty around future funding. Our
estimated funding gap of £25m presents a major challenge. We have made a good
start to meeting this challenge but there is still more we may need to do in later years
if we are to completely close our funding gap.

The reduction in police officer and staff numbers within these proposals remains an

area of great concern. 80% of our money is spent on people, which means we
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cannot avoid these reductions, although we have tried hard to look at other ways of

saving money to avoid even greater reductions.

Our Estate is one of those areas, where we are proposing a significant reduction.
Most of the buildings that we are closing have few officers located within them and
are not visited regularly by members of the public. This does not mean that the
public won’t be concerned about their closure but we have had to prioritise the

people who deliver a policing service over the buildings that they operate from.

The plans within this budget represent an incredible amount of work from officers and
staff across this organisation_;who have reviewed every aspect of our spending to
come up with workable proposals to deliver a viable policing service. They are not
necessarily things that we want to do but they are things that we know we will have to

do to manage within the reduced resources we face.
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20. PRECEPT OPTIONS

20.1 As stated previously the current Government introduced arrangements to limit what
they view as “excessive” council tax increases. These require local authorities
(including Police and Crime Commissioners) to hold a referendum if they increase
their precept above guidelines set by the Secretary of State for Communities & Local

Government.
20.2 The Secretary of State has set the limit for next year (2015/16) at 2%.

20.3 The table below summarises the overall budget for Derbyshire Police, which will be

determined by the Commissioner, along with the two illustrations for funding the

budget by:-
o Accepting the Council Tax Freeze Grant.
o Increasing the Council Tax by 1.99%.
Council Tax Precept
Precept Options Freeze Increase
Grant 1.99%
£m £m

Police and Crime Commissioner 3.841 3.841
Chief Constable 157.794 157.794
Total Budget for Derbyshire Police 161.635 161.635
Funded by: -
Police Formula Grant 100.406 100.406
Council Tax Legacy and Freeze Grant 9.205 8.700

Sub-Total 52.024 52.529
Budget (Deficit) to be met from Reserves (0.631) (0.128)
(Surplus)/Deficit on Collection Accounts (0.791) (0.791)
Council Tax Requirement 50.602 51.610

20.4 Itis important to be aware that the decision to accept the Council Tax Freeze Grant

has longer term implications. This is because they permanently suppress the
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amount of precept income that Derbyshire Police will receive. This is demonstrated

in the table below: -

Projected Deficit 2015/16 2016/17 2017/18 By 2019/20
(includes PBB savings) £m £m £m £m
Council Tax Freeze Grant 0.631 4.964 10.706 24.864
Police Precept Increase (1.99%) 0.128 3.419 8.088 20.005
Reduction in Precept Income 0.503 1.545 2.618 4.859
Cumulative Reduction 0.503 2.048 4.666 9.525
20.5 The above table shows that the projected cumulative deficit is increased by over

20.6

20.7

20.8

20.9

20.10

£4.6m in the next three years through adopting the freeze grant. This clearly has a
marked impact on the sustainability of the spending and recruitment plans for

Derbyshire Police. In terms of police officer numbers this equates to 90 less officers.

The above projections need to be treated with considerable caution as there are a
number of factors that could materially affect the projection, regardless of grant, e.g.

further decision national pay awards and terms and conditions.

The position from 2016/17 gives cause for concern, although in the short terms this

can be covered from reserves.

In view of this it is important that everything possible is done to bolster the
Commissioner and Constabulary’s financial position at this stage. This means that
the second option, opting for a precept increase is recommended rather than taking

the Council Tax Freeze Grant.

This will put the Constabulary in the best financial position to deal with the future

financial challenges that it will face.

Annexes Ai and Aii shows the detailed budget breakdown for each option.
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21. CONTRIBUTION FROM RESERVES
21.1 Reserves will play an increasingly important role in helping to manage the medium to
long term financial position of Derbyshire Constabulary. The level of reserves has
grown temporarily due to progress made in delivering savings to close the funding
gap. The level of reserves are likely to continue to grow until the end of the 2014/15,
when they will then be needed to bridge further budget gaps that are projected in the
Medium Term Financial Plan.
21.2 There is always the need to strike the right balance between holding money in
reserve to protect against future risk against using that money to invest for the future.
21.3 There is a danger that an overly cautious approach can lead to delays in using
reserves to address more immediate policing risks and service issues. The current
level of reserves shows that in the short term there is sufficient cover to address new
policing risk.
21.4 The table below summarises the reserves held and shows the projected level to
2018. Further detail is set out in Annex D.
Reserve 31/03/15 31/03/16 31/03/17 31/03/18
£m £m £m £m
General 3.300 3.300 3.300 3.300
Earmarked — Usable
Operational Priorities 1.325 1.325 1.325 1.325
Operational Funding 21.393 17.889 11.163 6.494
Contribution to Capital 1.685 - - -
Carry Forwards 2.868 2.604 2.604 2.604
Police and Crime Commissioner — Crime
0.916 0.666 0.416 0.166
Prevention Fund
Pensions 0.500 0.500 0.500 0.500
Moving Forward (PBB) Implementation 0.989 0.367 0.104 0.104
Total Earmarked — Usable 29.676 23.351 16.112 11.193
Earmarked — Non-usable 6.031 5.779 5.503 5.210
Total Reserves 39.007 32.430 24.915 19.703
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The above table shows the impact on reserves if they are used to fund the budget

gap. This would see usable reserves fall from £39.0m to £19.7m. These reserves

only provide a temporary cushion and will also need to be used to invest to deliver

long term savings. The _sereserves-alsoprovideposition set out in the table takes
account of the temporary funding for the rebuild the Administration and Executive

Block at Police Headquarters pending an improvement in the climate for making a

sale of land._-andFurther calls may come from the need to investment in technology

i.e. new Crime System.

In addition a general reserve of £3.3m is maintained to deal with immediate

unforeseen spending pressures.

While reserves cushion the impact of unforeseen spending and known future

commitments, they also result in money being held back from local taxpayers. Itis

therefore important to ensure reserves are maintained at an appropriate level.

To aid this process the Chartered Institute of Public Finance and Accountancy

(CIPFA) has issued guidance setting out the factors that should be taken into

account when assessing the level of reserves: -

Assumptions regarding inflation (e.g. police pay awards).

Estimates and timing of capital receipts (e.g. proceeds of land sales).
Management of demand-led pressures (e.g. major policing operations).
Achievement of savings (e.g. efficiency savings).

Risks inherent in any partnerships.

Financial Standing.

Track record in budget management.

Capacity to manage in year budget pressures.

A procedure in relation to under and over spends.

Adequacy of insurance arrangements.
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21.9 Underpinning all of this are the key financial risks that need to be considered to
ensure that reserves are adequate in relation to these risks. Examples of how risk
may increase the pressure on already constrained budgets is detailed in the table

below: -
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Unforeseen / Unpredictable Risk £m
Pay and Price Increases
Additional 1% increase: -
Police Pay 1.0
Police Staff Pay 0.5
Police Staff Pension Contribution 0.4
Additional 10% increase: -
Fuel costs 0.1
Utilities costs 0.1
Capital Programme Risks
10% increase in tender costs for 25% of the capital programme 0.2
Policing Pressures
Complex Murder Enquiry 1.0
Medium Range Murder Enquiry 0.5
Major Policing Operation e.g. public order 0.5
Loss of Specific Grant
Impact of loss: -
1% of general funding 1.1
10% of specific grant 1.0
Over-spending
1% over-spend against budget 1.6

PRUDENTIAL CODE

Whilst the Prudential Code relates to new capital controls, it does impact on the

revenue budget. Any agreed long term borrowing, meeting all the Prudential Code

guidelines will have on-going revenue implications over a long period.

Separate reports deal with the Capital Programme and also the Prudential Indicators

for Derbyshire Police.
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23.1

23.2

23.3

APPENDIX 1

AGEND AITEM 8B

STRATEGIC GOVERNACE BOARD
27 JANUARY 2015

ASSURANCE STATEMENT FROM THE S151 OFFICERS CONSIDERATIONS

When setting the Budget and Capital Programme for the forthcoming year the Police
Commissioner must be satisfied that adequate consideration has been given to the

following:—

o Government policy on police spending, as applied to the Police

Commissioner.
o The CIPFA Prudential Code and the CIPFA Treasury Management Code.

o The impact on the Council Tax and the threat or risk of exceeding the

excessiveness principle (previously capping).
o Whether the proposals represent a balanced budget for the year.

. The robustness of estimates and the size and adequacy of general and

specific earmarked reserves.
. The medium term implications of the Budget and Capital Programme (MTFP).

Section 25 of the Local Government Act 2003 requires the Commissioner’s Chief
Financial Officer (the Treasurer) to provide the Commissioner with assurance on the
robustness of estimates made for the purposes of the budget calculations and the

adequacy of reserves.

The Act requires that the Commissioner has regard to the report of the Treasurer in
making their budget decision. Where this advice is not accepted, this needs to be

formally recorded in the minutes of the Strategic Governance Board.
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24.

24.1

24.2

24.3

24.4

24.5

24.6

24.7

APPENDIX 1

AGEND AITEM 8B

STRATEGIC GOVERNACE BOARD
27 JANUARY 2015

ASSURANCE OF THE CHIEF CONSTABLE’S CHIEF FINANCIAL OFFICER

As the Chief Constable’s Chief Financial Officer | can provide the following

assurances: -

The main assumptions for compiling the budget are set out within the report and the

figures for the 2015/16 budget have been based on these assumptions.

The recommendations are consistent with the budget strategy also set out within the

report and do not impact on the financial stability of the Constabulary.

Future financial implications up to 2020 have been analysed but can only provide an
indication of the potential financial position that the Constabulary and Commissioner
will face. This reflects all known factors that could have an impact on these financial

plans up to 2020.

The figures within the Medium Term Financial Plan are based on a number of key
assumptions set out within the MTFP and can only provide an indication of the scale
of the challenge that we face at this time. In particular the figures are heavily

dependent on government funding decisions.

The Constabulary is in no doubt about the significant financial challenge that it faces.
It has already completed a fundamental review of all of its spending, which set out
clear plans for cost reduction over the next five years. Findings from this review have
already begun to be implemented and are overseen by the Moving Forward

Programme Boards.

While this review has made a significant contribution to meeting our future funding
challenge, further reductions will still need to be made to bring the budget into

balance in later years.
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27 JANUARY 2015

25.  ASSURANCE OF THE POLICE AND CRIME COMMISSIONER’S CHIEF
FINANCIAL OFFICER

ASSURANCE
25.1 As the Commissioners Chief Financial Officer | can provide the following assurances:

(a) Government Policy — The MTFP is produced in line with the latest government

policy as applied to Police Commissioners

(b) CIPFA Code —the MTFP is produced in line with the Prudential Code and the
CIPFA Treasury Management Code. Details are outlined in the Treasury

Management and Capital Programme reports

(c) Council Tax — The Government confirmed that legislation through the Localism
Act provides communities with the power to veto, through a referendum, council
tax increases deemed by the government to be excessive. The level at which
council tax is deemed excessive is decided in accordance with a set of principles
determined by the Secretary of State for Communities. For 2015/16 the
Referendum Principles is 2% for Police Commissioners. This report presents two
precept options for the Commissioner to consider. One of the options is
predicated on a zero increase in Band D precept whereby the Police
Commissioner will be eligible to receive a 1% Council Tax Freeze Grant in
2015/16. Freeze grant can be withdrawn at any time. The other illustration is for
an increase in the Police element of Council Tax at Band D by 1.99%. Increases
in council tax are secured year on year, as being a part of the base resources
budget.

(d) Balanced budget — a balanced budget is presented, which requires the use of

reserves to support the budget under both precept illustrations. However funding

received under a precept increase is permanently secured for all future years.

(e) Robustness of Estimates — | have reviewed the matters that have been

considered in drafting the proposed budget and the consequential budget
requirement, and alternative levels of the illustrated police precept. | am satisfied
that the procedures adopted by the Director of Finance and his team are
sufficiently robust to ensure the financial data is accurate and forms a sound

basis for the preparation of the estimates for 2015/16.
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27 JANUARY 2015

() Adequacy of reserves — | consider the level of general reserves to be adequate

for meeting estimated future risks. Specific reserves are at appropriate levels to
support future expenditure in the medium term as well as supporting budget

shortfalls in the short term.

(g) Medium Term implications — the use and level of reserves and expenditure

proposals secure a balanced and robust budget for 2015/16. The future use of
the operational reserve needs to be closely monitored, in conjunction with
spending plans beyond 2015/16 in order to ensure longer term sustainability.
This should be managed through the Force’s on-going change programme
‘Moving Forward’ and the Priority Based Budgeting process, as the significant
ongoing annual use of reserves to support permanent expenditure beyond
2015/16 is not recommended as good financial practice and is not sustainable
indefinitely. Regular monitoring reports provide assurance that the plans are
being delivered and reserves are being used in a proportionate and manageable

manner.
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POLICE & CRIME COMMISSIONER FOR DERBYSHIRE

Revenue Budget Projections to FY 2019/20 as at January 2015 (detail)
<<< 2015/16 Council Tax ‘freeze' option >>>

APPENDIX Al
AGENDA ITEM 8B

STRATEGIC GOVERNANCE BOARD

S:\HQ\OPCC\Strategic Govg

27 JANUARY 2015
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

BUDGET REQUIREMENT notes £m £m £m £m £m £m
Previous Year's Budget Requirement | 167.210 165.893 168.731 173.610 176.357 177.527
Pay & Price Increases
1) Full Year Effect of Previous Year's Pay Award:-

Police Officers (1) 0.399 0.396 0.390 0.413 0.417 0.417

Police Staff (1) 0.150 0.150 0.155 0.159 0.162 0.166
2) Provision for Current Year's Pay Award & Inflation:-

Police Officers pay award (1) 0.561 0.545 0.580 0.583 0.585 0.585

Police Staff pay award (1) 0.210 0.218 0.223 0.227 0.232 0.237

Police Officer Increments 1.366 1.396 1.268 1.164 1.130 1.340

Police Staff Increments 0.488 0.412 0.450 0.450 0.450 0.450

Ending of NI rebate on Occupational Pension Schemes 3.404

Specific Price Inflation 0.278 0.112

General Inflation Contingency (2) (.476) 0.756 0.805 0.829 0.853 0.878
Previous Year plus Pay & Price increases 170.186 169.877 176.006 177.435 180.186 181.599
Other Items within previous MTEP position

Police & Crime Commissioner budgets (3) (.018)

Police Officers - Savings from wastage (3) (5.513) (3.135) (3.942) (4.366) (4.823) (5.157)

Police Officers - Cost of recruitment 3 2.044 2.188 2.299 2.546 2.814 3.009

Police Officers - Winsor savings (CRTP's / BH Overtime) (.386) (.245) (.181)

Police Officers - Number of Bank Holidays 0.127 0.271 (.331) 0.111 (.225) 0.113

Police Officers - Rent / Housing Allowance eligibility (.385) (.234) (.256) (.332) (.378) (.277)

Police Officers - Secondments to NPAS (.151)

Police Officers - Removal of operational Overtime Contgy (.244)

Police Officers/Staff - net saving from Workforce Mod (.157)

Police Staff - Apprenticeship Scheme 0.042

Other Officer / Staff changes (.369) 0.127

Police Officer/Staff pensions 0.255 0.097 0.045 1.009

Maintenance work at force HQ (.220)

Carbon Reduction Commitment scheme (.092)

Property Cleaning, Rent and Rates (.084) (.010)

Uniforms 0.096

Employee Benefit Scheme 0.045

Changes to EM Collaboration (.069) (.479) 0.016

Contribution to Criminal Justice Board 0.050 (.020)

Subscriptions to CoP / Other national policing (.038) 0.111

NPAS - Non-staff savings (.035)

Asset Revaluation 0.050 (.050) 0.060

Debt Charges (.038) (.057) (.046) (.046) (.046) (.046)

Revenue Consequences of Capital Expenditure 0.132 0.012

Specific Grants merged with Formula Funding (5) 0.981

Council Tax Transition Grant (.145) 0.145

HO Grant re Biomass boilier (.050)

Football and Other Cost Recovery Income 0.119 0.053

Treasury Management income 0.120

Contributions to Reserves - PFI / Helicopter / Insurance (.035)

BCU Fund Reduction (.308)

Other Net Increases (Reductions) 0.013 0.050
BUDGET REQUIREMENT FOIR YEAR 165.893 168.731 173.610 176.357 177.527 179.302

U STUTT RECUTUS\DETISTOTT P=1I3\AE P AT 29/01/2015
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[BUDGET REQUIREMENT FOR YEAR (REVISED) | | 165.032 |

APPENDIX Al

FUNDING FOR BUDGET REQUIREMENT O ot Bons
Settlement funding (4) 105.812 100.406 96.791 93.403 90.134 87.430 pb7 JANUARY 2015
2011/12 Freeze Grant (4) 1.354 1.354 1.354 1.354 1.354 1.354
2015/16 Freeze Grant 0.505
Council Tax Benefit Grant 7.346 7.346 7.346 7.346 7.346 7.346

Central Funding 114.512 109.611 105.491 102.103 98.834 96.130

Projected precept funding
Previous year Council Tax Funding 48.408 50.198 51.393 52.325 53.695 55.313
Change in tax base - annual growth (5) 0.601 0.662 0.505 0.521 0.537 0.553
Change in Collection A/c Surplus / (Deficit) 0.228 0.533 (.591) (.200) 0.000 0.000
Increase in Council Tax (6) 0.960 0.000 1.018 1.049 1.081 1.114

Precept Funding 50.198 51.393 52.325 53.695 55.313 56.980

TOTAL PROJECTED FUNDING 164.710 161.004 157.816 155.798 154.147 153.110

IMPACT ON RESERVES

Useable Reserves at start of year 21.343 21.393 17.387 9.619 3.877 (13.058)
Revenue surplus / (deficits) per above - pre PBB (7.727) (15.794) (20.559) (23.380) (26.192)
Saved from PBB - Cumulative 7.096 11.461 14.817 16.444 18.970
Transfer of remainder from Helicopter Reserve 0.050
Support of Capital Programme (3.375) (3.435)

Useable Reserves at end of year 21.393 17.387 9.619 3.877 (3.058) (110.280)
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APPENDIX Al

) ) AGENDA ITEM 8B
Main assumptions STRATEGIC GOVERNANCE BOARD
1) Pay awards for both officers and staff are 1% in all years, implemented in September of each year 27 JANUARY 2015

2) Non-pay inflation of 2.5% per annum is assumed throughout the period, except for premises utilities and vehicle fuel for which a rate of 5% per annum is assumed.
3) Police Officer wastage in each year is matched by an equivalent number of new recruits. A 4% 'vacancy factor' is allowed for, representing the saving from a
typical level of abstractions arising from maternity/paterniity leave and career breaks and the lag of recruitment behind wastage

Wastage is primarily estimated according to the number of officers reaching 30 years' service in each year, assuming a constant proportion of those who choose tc
remain in post

4) Formula grant in 2015/16 has reduced by 5.1% over 2014/15, as announced in the provisional Police Grant settlement on 17 December 2014
It is assumed that 'formula’ funding reductions in 2016/17 to 2019/20 average 3.2% per annum and that Legacy Council Tax grants remain constant over the perioc
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POLICE & CRIME COMMISSIONER FOR DERBYSHIRE

Revenue Budget Projections to FY 2019/20 as at January 2015 (detail)
<<< 2015/16 Council Tax increase option >>>

APPENDIX All
AGENDA ITEM 8B

STRATEGIC GOVERNANCE BOARD

S:\HQ\OPCC\Strategic Govg

27 JANUARY 2015
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

BUDGET REQUIREMENT notes £m £m £m £m £m £m
Previous Year's Budget Requirement | 167.210 165.893 168.731 173.608 176.356 177.526
Pay & Price Increases
1) Full Year Effect of Previous Year's Pay Award:-

Police Officers (1) 0.399 0.396 0.390 0.413 0.417 0.417

Police Staff (1) 0.150 0.150 0.155 0.159 0.162 0.166
2) Provision for Current Year's Pay Award & Inflation:-

Police Officers pay award (1) 0.561 0.545 0.580 0.583 0.585 0.585

Police Staff pay award (1) 0.210 0.218 0.223 0.227 0.232 0.237

Police Officer Increments 1.366 1.396 1.268 1.164 1.130 1.340

Police Staff Increments 0.488 0.412 0.450 0.450 0.450 0.450

Ending of NI rebate on Occupational Pension Schemes 3.404

Specific Price Inflation 0.278 0.112

General Inflation Contingency (2) (.476) 0.756 0.805 0.829 0.853 0.878
Previous Year plus Pay & Price increases 170.186 169.877 176.006 177.433 180.185 181.599
Other Items within previous MTEP position

Police & Crime Commissioner budgets (3) (.018)

Police Officers - Savings from wastage (3) (5.513) (3.135) (3.943) (4.366) (4.823) (5.157)

Police Officers - Cost of recruitment 3 2.044 2.188 2.298 2.546 2.814 3.009

Police Officers - Winsor savings (CRTP's / BH Overtime) (.386) (.245) (.181)

Police Officers - Number of Bank Holidays 0.127 0.271 (.331) 0.111 (.225) 0.113

Police Officers - Rent / Housing Allowance eligibility (.385) (.234) (.256) (.332) (.378) (.277)

Police Officers - Secondments to NPAS (.151)

Police Officers - Removal of operational Overtime Contgy (.244)

Police Officers/Staff - net saving from Workforce Mod (.157)

Police Staff - Apprenticeship Scheme 0.042

Other Officer / Staff changes (.369) 0.127

Police Officer/Staff pensions 0.255 0.097 0.045 1.009

Maintenance work at force HQ (.220)

Carbon Reduction Commitment scheme (.092)

Property Cleaning, Rent and Rates (.084) (.010)

Uniforms 0.096

Employee Benefit Scheme 0.045

Changes to EM Collaboration (.069) (.479) 0.016

Contribution to Criminal Justice Board 0.050 (.020)

Subscriptions to CoP / Other national policing (.038) 0.111

NPAS - Non-staff savings (.035)

Asset Revaluation 0.050 (.050) 0.060

Debt Charges (.038) (.057) (.046) (.046) (.046) (.046)

Revenue Consequences of Capital Expenditure 0.132 0.012

Specific Grants merged with Formula Funding (5) 0.981

Council Tax Transition Grant (.145) 0.145

HO Grant re Biomass boilier (.050)

Football and Other Cost Recovery Income 0.119 0.053

Treasury Management income 0.120

Contributions to Reserves - PFI / Helicopter / Insurance (.035)

BCU Fund Reduction (.308)

Other Net Increases (Reductions) 0.013 0.050
BUDGET REQUIREMENT FOR YEA 165.893 168.731 173.608 176.356 177.526 179.302

STUTT RECUTUS\DETISTOTT P=1I3\AE AT 29/01/2015
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[BUDGET REQUIREMENT FOR YEAR (REVISED) | | 165.032 |

APPENDIX All
FUNDING FOR BUDGET REQUIREMENT AGENDA ITEM 8B
Settlement funding 4 105.812 100.406 96.791 93.403 90.134 [STRATEREAZAVFRNANCE BOARD
2011/12 Freeze Grant (@) 1.354 1.354 1.354 1.354 1.354 1.354 [/ JANUARY 2015
Council Tax Benefit Grant 7.346 7.346 7.346 7.346 7.346 7.346
Central Funding 114.512 109.106 105.491 102.103 98.834 96.130
Projected precept funding
Previous year Council Tax Funding 48.408 50.198 52.401 53.365 54.767 56.417
Change in tax base - annual growth (5) 0.601 0.663 0.516 0.532 0.548 0.564
Change in Collection A/c Surplus / (Deficit) 0.228 0.533 (.591) (.200) 0.000 0.000
Increase in Council Tax (6) 0.960 1.007 1.039 1.070 1.102 1.135
Precept Funding 50.198 52.401 53.365 54.767 56.417 58.116
TOTAL PROJECTED FUNDING 164.710 161.507 158.856 156.870 155.251 154.246

IMPACT ON RESERVES

Useable Reserves at start of year 21.343 21.393 17.890 11.164 6.495 0.664
Revenue surplus / (deficits) per above - pre PBB 0.000 (7.224) (14.752) (119.486) (22.275) (25.056)
Saved from PBB - Cumulative 7.096 11.461 14.817 16.444 18.970
Transfer of remainder from Helicopter Reserve 0.050
Support of Capital Programme (3.375) (3.435)

Useable Reserves at end of year 21.393 17.890 11.164 6.495 0.664 (5.421)
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Main assumptions

1
2)

3)

4)

5)

6)

Pay awards for both officers and staff are 1% in all years, implemented in September of each year
Non-pay inflation of 2.5% per annum is assumed throughout the period, except for premises utilities and vehicle fuel for which a rate of 5% per annum is assumed.
Police Officer wastage in each year is matched by an equivalent number of new recruits. A 4% 'vacancy factor' is allowed for, representing the saving from a
typical level of abstractions arising from maternity/paterniity leave and career breaks and the lag of recruitment behind wastage

Wastage is primarily estimated according to the number of officers reaching 30 years' service in each year, assuming a constant proportion of those who choose tc
remain in post

Formula grant in 2015/16 has reduced by 5.1% over 2014/15, as announced in the provisional Police Grant settlement on 17 December 2014
It is assumed that 'formula’ funding reductions in 2016/17 to 2019/20 average 3.2% per annum and that Legacy Council Tax grants remain constant over the perioc

The actual increase in the taxbase for 2015/16 is 1.3%; assumed increases for all years after are 1.0% per annum

The PCC opts to increase the Council Tax by 1.99% in each year. This keeps increases under the 'threshold’ level of 2% which was announced for 2014/15 and
maintained for 2015/16. This is the level of increase which would trigger a requirement to hold a referendum of taxpayers before it could be implemented.
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APPENDIX B
AGENDA ITEM 8B
STRATEGIC GOVERNANCE BOARD

27 JANUARY 2015
Subjective Analysis - 2015/16 Commissioners Office Budget
2015/16

2014/15 Full Year Other PROPOSED
Account Account(T) Base Budget| Inflation Increments [ Changes BUDGET
1100 Police Staff Pay 609,100 8,000 7,800 (100) 624,800
1120 Police Staff Overtime - Plain Time 1,000 1,000
1140 Police Staff National Insurance 54,100 600 600 (6,600) 48,700
1160 Police Staff Superannuation 82,500 1,200 900 4,700 89,300
1600 NHS Re-Imbursement 200 200
1603 Interview Expenses 4,000 4,000
2210 Hire of Rooms 10,000 (6,800) 3,200
3400 Other Mileage (PSV) 13,000 (4,000) 9,000
3401 Casual Mileage 2,400 2,000 4,400
3403 Rall Travel 9,000 (1,000) 8,000
3408 Car Parking, Taxis, etc 2,500 (1,500) 1,000
4000 Equipment - General 2,000 3,000 5,000
4003 Photocopiers 500 500
4040 Furniture 500 500
4100 Accomodation / Hotel Expenses 1,000 1,500 2,500
4101 Subsistence Expenses 300 300
4291 Catering Contract Subsistence 2,500 3,600 6,100
4400 Printing and Stationery - General 3,500 300 3,800
4401 Publications 500 500
4505 Financial Contracts 81,500 (30,500) 51,000
4520 Professional Fees 20,000 (800) 19,200
4543 Professional Fees - Legal 15,000 15,000
4575 Media Relations 40,000 500 40,500
4630 Hardware - Purchase 2,000 1,000 3,000
4635 Software Purchase 300 1,000 1,300
4740 JARAC Attendance 7,000 7,000
4741 JARAC Mileage 1,000 1,000
4807 Conference Expenses 1,500 1,000 2,500
4888 Bank Charges 6,000 1,000 7,000
4890 Misc Expenditure 35,200 (800) 34,400
4895 Subscriptions General 37,000 37,000
Office of the PCC - Total Budget 1,045,100 9,800 9,300 (32,500)( 1,031,700




2015/16 PROPOSED BUDGET REQUIREMENT APP C
Services Commissioned via the Chief Constable

2014/15 2014/15 2015/16
Approved Revised Proposed
£m £m £m
Police Officers 92.251 90.160 89.663
Community Support Officers 5.347 5.122 5.271
Other Police Staff 31.321 30.141 29.426
Police Pensions 2.375 3.310 2.448
Other Employee Expenses 0.534 0.467 0.462
Premises 8.512 8.281 8.243
Transport 3.761 3.744 3.691
Supplies & Services 12.270 12.227 12.216
Agency & Contracted Services 1.245 1.275 1.275
Pay & Price Contingency 0.300 0.000 0.756
Specific Grants (2.785)
General Income (2.902) (2.858) (2.863)
BCU Funding 0.307 0.357 0.307
Partnerships 0.546
Contribution to East Midlands Collaboration 9.251 9.529 9.409
Contribution to National Policing 0.024 0.097 0.287
PROPOSED GROSS SPENDING 164.596 161.852 158.352
Contribution from reserves

- PFI (.298) (.281) (.295)
- Devolved Carry-Forwards (1.001) (.263)

- Other Reserves (1.200) (1.183) -
(1.498) (2.465) (.558)
PROPOSED NET SPENDING 163.098 159.387 157.794
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APPENDIX D
AGENDA ITEM 8B
STRATEGIC GOVERNANCE BOARD

27 JANUARY 2015
POLICE & CRIME COMMISSIONER FOR DERBYSHIRE
STATEMENT OF LEVEL OF RESERVES AT 31 MARCH 2014 AND FORECAST LEVELS TO 31 MARCH 2018
Actual URREEES Contributions Estimated Projected Prp Jegted Estimated Projected Prp jegted Estimated Projected Prp jegted Estimated
Movements Between R Contributions to Contributions to Contributions to
Balances at In 2014/15 [ —_— to Capital in Balances at Movements Capital in Balances at Movements Capital in Balances at Movements Capital in Balances at
31/03/14 in 2014/15 2014/15 31/03/15 In 2015/16 2015/16 31/03/16 In 2016/17 2016/17 31/03/17 In 2017/18 2017/18 31/03/18
£ £ £ £ £ £ £ £ £ £ £ £ £ £

GENERAL RESERVES 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000
EARMARKED RESERVES
Useable:-
Operational Priorities 1,324,693 1,324,693 1,324,693 1,324,693 1,324,693
Operational Funding 21,342,996 49,645 21,392,641 (128,683) (3,375,000) 17,888,958 (3,291,000) (3,435,000) 11,162,958 (4,669,000) 6,493,958
Contribution to Capital * 4,185,595 (2,500,595) 1,685,000 (1,685,000) |- 0 0) 0)
Helicopter 49,645 (49,645) 0 - - -
Carry-forwards 3,868,548 (1,000,700) 2,867,848 (263,500) 2,604,348 2,604,348 2,604,348
PCC Grants & Commissioning 1,165,920 (250,000) 915,920 (250,000) 665,920 (250,000) 415,920 (250,000) 165,920
Pensions 500,000 500,000 500,000 500,000 500,000
Invest To Save * 382,000 (382,000) - - - -
Moving Forward / PBB - 989,574 989,574 (623,000) 366,574 (262,000) 104,574 104,574

32,819,397 (261,126) 0 (2,882,595) 29,675,676 (1,265,183) (5,060,000) 23,350,493 (3,803,000) (3,435,000) 16,112,493 (4,919,000) 0 11,193,493
Non-useable:-
PFI - llkeston 1,248,393 (37,311) 1,211,082 (36,960) 1,174,122 (40,238) 1,133,884 (43,971) 1,089,913
PFI - Derby 4,043,082 (217,989) 3,825,093 (222,285) 3,602,808 (245,735) 3,357,073 (264,478) 3,092,595
Insurance 989,991 5,000 994,991 7,462 1,002,453 10,025 1,012,478 15,187 1,027,665

6,281,466 (250,300) 0 0 6,031,166 (251,783) 0 5,779,383 (275,948) 0 5,503,435 (293,262) 0 5,210,173
TOTAL EARMARKED RESERVES 39,100,863 (511,426) 0 (2,882,595) 35,706,842 (1,516,966) (5,060,000) 29,129,876 (4,078,948) (3,435,000) 21,615,928 (5,212,262) 0 16,403,666
TOTAL RESERVES 42,400,863 (511,426) 0 (2,882,595) 39,006,842 (1,516,966) (5,060,000) 32,429,876 (4,078,948) (3,435,000) 24,915,928 (5,212,262) 0 19,703,666
Note
Reserves marked with a * have been created from revenue resources but are earmarked to fund items within the Capital Programme
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APPENDIX E, AGENDA ITEM 8B
STRATEGIC GOVERNANCE BOARD
27 JANUARY 2015

2015/16 PRECEPT OPTION: A COUNCIL TAX FREEZE

Band D Council Tax Base T‘“‘f’" Collection Fund Council Tax
Funding
£170.22 Surplus Deficit
297,273.42 51,393,296 791,414 - 50,601,882
Amber Valley 37,183.61 6,431,104 | 101,710 . 6,329,394
Borough Council
Bolsover 20,166.16 3,464,447 | 31,763 . 3,432,684
District Council
Chesterfield 27,781.57 4,804,690 | 75,711 : 4,728,979
Borough Council
Derby 63,240.36 | 11,112,403 | 347,629 - 10,764,774
City Council
Derbyshire Dales 28,064.51 4,779,807 | 2,666 - 4,777,141
District Council
Erewash , 31,659.30 5,437,493 | 48,447 - 5,389,046
Borough Council
High Peak . 29,177.00 4,990,169 | 23,660 ; 4,966,509
Borough Council
North East Derbyshire 29,392.91 5107,089 | 103,828 ; 5,003,261
District Council
South Derbyshire 30,608.00 5,266,094 | 56,000 - 5,210,094
District Council
Gross Expenditure Council Tax
BAND 2014/15 2015/16
£ £ £
2014/15 Approved 164,709,371 A 113.48 113.48
2015/16 Proposed 160,499,058 B 132.39 132.39
C 151.31 151.31
Budget Decrease -2.56% D 170.22 170.22
E 208.05 208.05
Council Tax Requirement F 245.87 245.87
£ G 283.70 283.70
2014/15 Approved 49,938,185 H 340.44 340.44
2015/16 Proposed 50,601,882
Council Tax Increase 0.00%
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2015/16 PRECEPT OPTION: A 1.99% COUNCIL TAX INCREASE

Band D Council Tax Base TO@ Collection Fund Council Tax
Funding
£173.61 Surplus Deficit
297,273.42 52,401,052 | 791,414 - 51,609,638
Amber Valley 37,183.61 6,557,157 | 101,710 6,455,447
Borough Council
Bolsover . 20,166.16 3,532,810 31,763 3,501,047
District Council
Chesterfield 27.781.57 4,898.869 | 75,711 4,823,158
Borough Council
Derby . 63,240.36 11,326,788 | 347,629 10,979,159
City Council
Derbyshire Dales 28,064.51 4,874,946 2,666 4,872,280
District Council
Erewash . 31,659.30 5,544,818 | 48,447 5,496 371
Borough Council
High Peak . 29,177.00 5,089,079 | 23,660 5,065,419
Borough Council
North East Derbyshire 29.392.91 5206,731| 103,828 5102,903
District Council
South Derbyshire 30,608.00 5,369,855 | 56,000 5,313,855
District Council
Gross Expenditure Council Tax
BAND 2014/15 2015/16
£ £ £
2014/15 Approved 164,709,371 A 113.48 115.74
2015/16 Proposed 161,506,814 B 132.39 135.03
C 151.31 154.32
Budget Decrease -1.94% D 170.22 173.61
E 208.05 212.19
Council Tax Requirement F 245.87 250.77
£ G 283.70 289.35
2014/15 Approved 49,938,185 H 340.44 347.22
2015/16 Proposed 51,609,638
Council Tax Increase 1.99%
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	1.1 This document sets out the spending plans for the Police and Crime Commissioner for Derbyshire and Derbyshire Constabulary for 2015/16 and indicative plans up to 2019/20.  It provides the detailed rationale to support the revenue budget and precep...
	1.2 This will be the third year when the budget for policing Derbyshire will be set by the Police and Crime Commissioner for Derbyshire.  These budget plans will be subject to scrutiny and veto by a Police and Crime Panel consisting of local authority...
	1.3 Since 2010, in advance of the 2011/12 Comprehensive Spending Review (CSR) a total of £24m in spending reductions has been delivered.  This was achieved through some very difficult choices, including a freeze on police officer recruitment and a red...
	1.4 Due to the considerable success of the Moving Forward Programmes reserves have been built up to allow for a sound plan to be put in place to address the budget gap to 2018/19. However, if these reserves are needed for other purposes i.e. investing...
	1.5 Despite having to manage cuts in central government grant of £20.2m since 2011, the Constabulary still faced considerable policing risks and levels of demand, whilst maintaining a high level of performance.  This has been demonstrated by the recen...
	1.6 In September 2013 the Constabulary embarked on the next phase of the Moving Forward Programme, with the main focus on conducting a Priority Based Budgeting (PBB) exercise.
	1.7  This report sets out the findings from PBB, latest financial forecasts and budget options for the Commissioner to consider.  It is important to strike the right balance between providing sufficient resources to meet policing risk against the need...
	1.8 The budget proposals made in this report confirm that Derbyshire Constabulary is in a strong financial position to meet the policing and financial challenges that lie ahead.  Nevertheless, the savings within this report still need to be delivered ...
	2.1 No further reductions to Departmental Spending Limits (DELs) were announced in the Chancellors’ Autumn Statement on 3 December 2014.  Therefore, Total Managed Expenditure (TME), which includes (DELs) and Annually Managed Expenditure (AME) is forec...
	2.2 To date spending cuts have not fallen equally across the whole of the public sector.  Indeed this is not possible with rising debt repayments.  The economy has also impacted on benefits spending and the Government has sought to protect their key p...
	2.3 Within TME, the reductions in public spending will fall most heavily on DELs, (from which the main Police Grant is funded), as there is upward pressure on AME particularly from debt interest and state pensions.  According to the Office for Budget ...
	2.4  It is not possible to say how this will affect the Police, as individual department’s budgets have not been set beyond 2015/16.  However, if existing assumptions were to continue for the NHS, education and international development, by 2019/20 sp...
	3.1 Challenges for the policing service include dealing with crimes with a technological aspect, or where a victim’s vulnerability is not easily apparent e.g. child sexual abuse, modern slavery or domestic abuse.  These crimes are far more complex and...
	3.2 The extent of emerging crimes such as modern slavery and on-line fraud is still largely unknown.  Current Crime Figures reflect more “traditional” forms of crime. Crimes against vulnerable people and crimes committed online and using modern commun...
	3.3 Technology has brought about a fundamental change in how some crime is committed.  Fraud is one example, which now can be committed on an industrial scale, at speed, by an unknown offender and in a foreign jurisdiction.  Therefore, methods for inv...
	3.4 The Government’s emphasis is still being placed on the importance of interoperability of systems and communications, which extends wider than the police to other agencies including criminal justice, health, social services and education.  The Gove...
	3.5 The threat posed by Serious and Organised Crime remains a serious risk, especially when estimated that it costs the UK economy £24 billion pounds per year.  Although, this is an area that is supported by national bodies such as the National Crime ...
	3.6  The Commissioner published his Police and Crime Plan in February 2013, which summarises the areas of policing that will take precedence during his term of office.  In response the Chief Constable produced a delivery document, which explains how t...
	3.7 The six objectives included in the Chief Constable’s delivery plan are: -
	4.1 Derbyshire Constabulary is the ninth lowest spending force in England and Wales, although previous analysis has shown that it faces the risk and threat of a medium range force.  Put simply its spending does not match the scale of policing risk tha...
	4.2 The table below shows the impact of this under-funding compared to Derbyshire’s neighbouring forces and shows that at the extreme Derbyshire would need another £23.3m to match the funding of one of its neighbouring forces: -
	4.3 Derbyshire Constabulary relies more heavily on government grant than many other forces. A total of 69% of spending in Derbyshire is met by grant with the remaining 31% met by police precept. There is considerable national variation amongst forces ...
	4.4 At the extreme Surrey receives some 49% of its funding from the police precept, while Northumbria receives 12% of its funding through the precept.
	4.5  This is particularly significant during a period of substantial grant reductions as only the grant element of funding is set to reduce. In essence it means that forces like Derbyshire, who rely more heavily on government grants, will face proport...
	5.1 2013/14 saw the first increase in overall crime in Derbyshire in ten years. During the previous ten years, crime had halved in volume with over 52,000 fewer victims in 2012/13 compared to 2002/03. In 2012/13 crime fell by some 16%,
	5.2 It is not surprising that following such large reductions, in 2013/14, an increase in crime of 2.1% was recorded. Offending increased despite the responsibility for the majority of fraud recording moving from local forces to Action Fraud in Januar...
	5.3 Following on from the increase recorded in 2013/14, the projections for crime volumes for 2014/15 show comparative figures with the previous year. The table below shows the estimated year on year change for a number of key crime groups: -
	5.4  Overall volumes of offending are comparable with that of the previous year. Within the key crime types, some areas have seen increases and conversely some have seen decreases. Serious acquisitive offending has fallen with the majority of the incr...
	5.5 At this stage it appears that “traditional” crime levels have stabilised and we are unlikely to see the same dramatic level of crime reduction in the future, which is similar to the national picture.
	5.6 The demand that the service faces is changing. Offending is moving away from the more traditional types of offending covered in the table above and more into offences such as cyber-crime, child sexual exploitation, human trafficking etc. These are...
	5.7 In addition to this, whilst crime reporting has reduced considerably over recent years, the number of calls to the police and also incidents created has seen smaller reductions. This is due to noticeable increases in a number of areas for example ...
	5.8 One area that does constitute a large proportion of Derbyshire’s calls for service has seen positive reductions. Anti-social behaviour has fallen every year since recording began and is predicted to see another fall in volume in 2014/15. The follo...
	5.9 As the table above shows, although there is a projected fall in incidents for 2014/15, this is estimated to be a small reduction. Tackling anti-social behaviour relies heavily on partnership activity and joint working.
	5.10 The Crime Survey in England and Wales (CSEW) surveys people across the country in relation to their perceptions of crime and the police in their area. Over the last twelve months, public confidence with Derbyshire Constabulary has increased notic...
	6.1 Derbyshire Constabulary is an efficient force. The External Auditors and HM Inspectorate of Constabulary (HMIC) consider that the force performs well in delivering value for money and its financial management, which puts it amongst the top perform...
	6.2 In the years prior to austerity, Derbyshire Constabulary had already achieved approximately £45m in efficiency savings, this success can be attributed to planning for the changes that would be necessary to address the reductions in public spending...
	6.3 Since Austerity measures were introduced in 2010, Derbyshire Constabulary has delivered savings of some £24m
	6.4  In September 2013 the Constabulary embarked on the next phase of the Moving Forward programme.  A comprehensive review of current spending was undertaken, using Priority Based Budgeting (PBB) to determine a long term plan to close the budget gap....
	6.5 With the Constabulary facing further cuts to grant funding estimated to be in the region of £18m.  Added to this are inflationary and other cost pressures estimated to be £7m, which increases the budget gap to £25m by 2019/20.  This is on top of t...
	6.6 The estimated reduction in spending identified from the PBB exercise equates to £19m over the next 5 years.  An initial assessment has also been made to allocate the budget reductions to each year.  However, as PBB is about realigning Derbyshire’s...
	6.7 A summary of the savings allocated to 2015/16 and are reflected in the latest financial forecasts and budget options for the Commissioner to consider are summarised below: -
	6.8 The longer-term effect of the PBB savings on the financial forecasts is shown in paragraph 11.1 of the report on the Base Budget 2015/20.
	7.1 On 26 June 2013 the Chancellor of the Exchequer announced the outcome of the Spending Round 2013 (SR2013), which sets out public spending totals to the financial year 2015/16.
	7.2 For 2015/16 police funding will further reduce from £8.479bn in 2014/15 to £8.210bn in 2015/16, a cash reduction of 3.2% or 4.9% in real terms (based on an inflation rate for 2015/16 of 1.8%).
	7.3 The Home Office finally published funding allocations for individual forces on 17th December 2014, less than six weeks before Commissioners are expected to set out their spending plans.
	7.4 These allocations signalled further cuts in resources for individual forces to help fund a number of national policing initiatives.  This meant that the actual reduction subject to damping had increased to 5.1%.  This increase is due to ‘top-slici...
	7.5 Revenue resources continue to be allocated notionally on the basis of a revised funding formula, introduced in 2006/7. This set out to provide a more up-to-date and detailed assessment of the pressures facing individual police forces.  However, th...
	7.6 The Government continues to implement arrangements to protect forces that would otherwise lose grant under the formula.  For 2015/16 the Government has applied the same percentage reduction as last year (1.6% cash) to every police force area.
	7.7  Effectively this continues to protect forces that would otherwise lose grant following the formula changes. This protection is funded by scaling back dramatically the higher increases that a number of Police Forces, including Derbyshire, stood to...
	7.8 Another consequence is that it is no longer possible to accurately identify the level of funding that is being withheld from Derbyshire Constabulary to protect other forces from even larger funding cuts.
	7.9 However, using the criteria for damping that was last published for the 20/13/14 grant settlement the estimated loss of grant for Derbyshire continues to be some £2m per annum and is summarised in the table below: -
	8.1 The Government announced last year that English local authorities that freeze council tax in 2015/16 will receive a grant equivalent to a 1% increase in the average Band D council tax.
	8.2 Last year also saw the transfer of funding for council tax grants from the Department of Communities and Local Government (DCLG) to the Home Office, who have amalgamated the freeze grant with the local council tax support grant into one to pay to ...
	9.1 Council Tax rises are subject to the provisions of the Localism Act 2011. In place of the previous ‘capping limits’, the Secretary of State for Communities and Local Government sets an excessiveness principle which puts a limit on  Council Tax inc...
	9.2 The cost of holding a referendum would fall to the Constabulary and it is estimated that this would cost in the region of £0.75m to £1m for Derbyshire, not to mention the potential cost of rebilling, which could be in the region of £0.5m.
	10.1 Next year, the formula grant will reduce from £105.812m to £100.400m, a reduction of £5.412m.  Grant levels for Derbyshire are detailed in the following table: -
	10.2 Derbyshire Police stands to lose out an additional £1.178m as a result of the top-slicing applied to the main grant.  This is on top of the £1.274m already taken from last year’s grant settlement and is set out in the table below:-
	11.1 The following table summarises the five-year base budget projection for 2015/20 if Council Tax is increased by 1.99% in 2015/16. This shows the projected budget requirement taking into account all known commitments and implementing the results fr...
	11.2 The table above shows that Derbyshire Police requires a net revenue budget of £161.636m for 2015/16.
	11.3 The scale of the deficit will continue to fluctuate over the next 5 years depending on some of the key factors below: -
	12.1 The key assumptions under-pinning the base budget for 2015/16 is set out in Annexes Ai and Aii.
	13.1 In the past Derbyshire Constabulary has successfully met its financial challenge by reacting early and putting in place measures to close its budget gap at an early stage.
	13.2 The Constabulary has been able to achieve significant reductions, while still maintaining and improving performance.  There is however no guarantee that this will always happen.
	13.3 The position now faced is slightly different.  The scale of the gap in later years is far harder to predict.
	13.4 It is important that Derbyshire Police continues to take a measured approach to future savings.
	13.5 The estimated reduction in spending identified from the PBB exercise equates to £19m over the next 5 years.  An initial assessment has also been made to allocate the budget reductions to each year.  However, as PBB is about realigning Derbyshire’...
	13.6 Some 80% of all costs relate to People (Police Officers (50%) and Police Staff (30%).  This means that it is impossible to make savings of the magnitude that we need to make without impacting on the size of our workforce.
	13.7  A significant reduction in the workforce will be required to achieve the magnitude of savings required to close the budget gap resulting from the unprecedented Government austerity measures.  The main risk and uncertainty with the delivery of th...
	14.1 Failure to address the policing risk that Derbyshire Constabulary faces comes at a price. Failure to address the policing and financial risks adequately could have a damaging effect on public confidence. In terms of: -
	15.1 Derbyshire Constabulary recognises that it would be unrealistic to close its entire risk gap in one year. Indeed the new financial reality makes this an even greater challenge.
	15.2 Over recent years Derbyshire Constabulary has delivered considerable budget reductions through such initiatives as the Moving Forward Programme.  This clearly creates a considerable risk to service delivery, which Derbyshire Constabulary has mana...
	15.3 The following table assesses the financial risks currently facing Derbyshire Constabulary and the actions taken to address these risks: -
	16.1 This is the third year when the budget for policing Derbyshire will be set by the Police and Crime Commissioner for Derbyshire.  This section covers both the budget that the Police and Crime Commissioner will control directly and identifies separ...
	17.1 The budget retained for direct control by the Commissioner falls into three main elements; the cost of his office and staff, the cost of services for helping victims of crime to cope and recover (supported by grant from the Ministry of Justice) a...
	17.2 The budget for partnerships has been transferred to the Chief Constable in 2015/16.
	17.3  The proposed budget for 2015/16 for the Office of the Police and Crime Commissioner is summarised in the table below: -
	17.4 The budget signals the importance and value of partnership working, to ensure wherever possible all opportunities are explored for co-commissioning services.
	17.5 The Commissioner’s budget also includes a contribution of £1m to the capital programme to make the core programme more sustainable.  This will ensure that the key on-going capital commitments can be met from capital grant and the revenue budget w...
	17.6 The remaining budget controlled by the Police and Crime Commissioner is for financing items as follows:-
	18.1 The proposed budget for the Chief Constable is set out in the table below:-
	18.2 The budget is based on recruiting a total of 16 police officers during the financial year in line with the PBB proposals approved by the Moving Forward Strategic Board in October 2014.  This will only partially offset the 80 officers who are expe...
	18.3 From a financial perspective planning for this level of recruitment is the most prudent approach, which is likely to last for the next 3 years.  However, due to uncertainties around retirements, if estimates are found to be overly pessimistic the...
	18.4  The most significant other changes to the Chief Constable’s budget in addition to the PBB savings outlined in paragraph 6.6 are:-
	18.5 The budget reflects the risk based approach to budget setting outlined earlier within this report.
	18.6 The budget for the share of specialist policing within Derbyshire that is being delivered collaboratively with other police forces within the East Midlands is summarised in the table below:-
	18.7 The budget reflects the regional collaboration budget agreed by all East Midlands Police and Crime Commissioners for 2015/16 and represents a decrease of (£0.120m) on current contributions, recognising the implementation of EMSOU’s efficiency and...
	19.1 This is the fifth budget to be set in this period of Austerity.  During this time Derbyshire Constabulary has made some extremely tough choices and has been absolutely committed to maintain sound finances while delivering an effective policing se...
	19.2 These budget proposals continue this approach but signal that it is getting even harder to both manage further cuts in spending and still deliver an effective policing service, especially when it means that we will have fewer resources to deal wi...
	19.3 The reserves that we have been building up in recent years will play a big role in helping to cushion the impact of these reductions.  They will help us to manage the reduction in our police officer numbers over the next few years as well as prot...
	19.4 Even in a period of significant reductions, reserves are still needed to invest in the future.  This is essential if we are to build an effective and efficient smaller organisation.  We will undoubtedly rely more heavily on IT in the future. It i...
	19.5 Our new Headquarters is another major investment that we are making with money set aside in reserves.  This will help us work even more closely with the Fire Service and also save money in the long term.  There is a considerable overlap in the wo...
	19.6 The next five years are going to be tough and challenging ones for Derbyshire Constabulary.  We face considerable uncertainty around future funding.  Our estimated funding gap of £25m presents a major challenge.  We have made a good start to meet...
	19.7 The reduction in police officer and staff numbers within these proposals remains an area of great concern. 80% of our money is spent on people, which means we cannot avoid these reductions, although we have tried hard to look at other ways of sav...
	19.8 Our Estate is one of those areas, where we are proposing a significant reduction.  Most of the buildings that we are closing have few officers located within them and are not visited regularly by members of the public.  This does not mean that th...
	19.9 The plans within this budget represent an incredible amount of work from officers and staff across this organisation ,who have reviewed every aspect of our spending to come up with workable proposals to deliver a viable policing service.  They ar...
	20.1 As stated previously the current Government introduced arrangements to limit what they view as “excessive” council tax increases. These require local authorities (including Police and Crime Commissioners) to hold a referendum if they increase the...
	20.2 The Secretary of State has set the limit for next year (2015/16) at 2%.
	20.3 The table below summarises the overall budget for Derbyshire Police, which will be determined by the Commissioner, along with the two illustrations for funding the budget by:-
	20.4 It is important to be aware that the decision to accept the Council Tax Freeze Grant has longer term implications.  This is because they permanently suppress the amount of precept income that Derbyshire Police will receive.  This is demonstrated ...
	20.5 The above table shows that the projected cumulative deficit is increased by over £4.6m in the next three years through adopting the freeze grant.  This clearly has a marked impact on the sustainability of the spending and recruitment plans for De...
	20.6 The above projections need to be treated with considerable caution as there are a number of factors that could materially affect the projection, regardless of grant, e.g. further decision national pay awards and terms and conditions.
	20.7 The position from 2016/17 gives cause for concern, although in the short terms this can be covered from reserves.
	20.8 In view of this it is important that everything possible is done to bolster the Commissioner and Constabulary’s financial position at this stage.  This means that the second option, opting for a precept increase is recommended rather than taking ...
	20.9 This will put the Constabulary in the best financial position to deal with the future financial challenges that it will face.
	20.10 Annexes Ai and Aii shows the detailed budget breakdown for each option.
	21.1 Reserves will play an increasingly important role in helping to manage the medium to long term financial position of Derbyshire Constabulary.   The level of reserves has grown temporarily due to progress made in delivering savings to close the fu...
	21.2 There is always the need to strike the right balance between holding money in reserve to protect against future risk against using that money to invest for the future.
	21.3 There is a danger that an overly cautious approach can lead to delays in using reserves to address more immediate policing risks and service issues.  The current level of reserves shows that in the short term there is sufficient cover to address ...
	21.4 The table below summarises the reserves held and shows the projected level to 2018.  Further detail is set out in Annex D.
	21.5 The above table shows the impact on reserves if they are used to fund the budget gap.  This would see usable reserves fall from £39.0m to £19.7m.  These reserves only provide a temporary cushion and will also need to be used to invest to deliver ...
	21.6 In addition a general reserve of £3.3m is maintained to deal with immediate unforeseen spending pressures.
	21.7 While reserves cushion the impact of unforeseen spending and known future commitments, they also result in money being held back from local taxpayers.  It is therefore important to ensure reserves are maintained at an appropriate level.
	21.8 To aid this process the Chartered Institute of Public Finance and Accountancy (CIPFA) has issued guidance setting out the factors that should be taken into account when assessing the level of reserves: -
	21.9 Underpinning all of this are the key financial risks that need to be considered to ensure that reserves are adequate in relation to these risks.  Examples of how risk may increase the pressure on already constrained budgets is detailed in the tab...
	22.1 Whilst the Prudential Code relates to new capital controls, it does impact on the revenue budget. Any agreed long term borrowing, meeting all the Prudential Code guidelines will have on-going revenue implications over a long period.
	22.2 Separate reports deal with the Capital Programme and also the Prudential Indicators for Derbyshire Police.
	23.1 When setting the Budget and Capital Programme for the forthcoming year the Police Commissioner must be satisfied that adequate consideration has been given to the following:−
	23.2 Section 25 of the Local Government Act 2003 requires the Commissioner’s Chief Financial Officer (the Treasurer) to provide the Commissioner with assurance on the robustness of estimates made for the purposes of the budget calculations and the ade...
	23.3 The Act requires that the Commissioner has regard to the report of the Treasurer in making their budget decision.  Where this advice is not accepted, this needs to be formally recorded in the minutes of the Strategic Governance Board.
	24.1 As the Chief Constable’s Chief Financial Officer I can provide the following assurances: -
	24.2 The main assumptions for compiling the budget are set out within the report and the figures for the 2015/16 budget have been based on these assumptions.
	24.3 The recommendations are consistent with the budget strategy also set out within the report and do not impact on the financial stability of the Constabulary.
	24.4 Future financial implications up to 2020 have been analysed but can only provide an indication of the potential financial position that the Constabulary and Commissioner will face.  This reflects all known factors that could have an impact on the...
	24.5 The figures within the Medium Term Financial Plan are based on a number of key assumptions set out within the MTFP and can only provide an indication of the scale of the challenge that we face at this time.  In particular the figures are heavily ...
	24.6 The Constabulary is in no doubt about the significant financial challenge that it faces.  It has already completed a fundamental review of all of its spending, which set out clear plans for cost reduction over the next five years.  Findings from ...
	24.7 While this review has made a significant contribution to meeting our future funding challenge, further reductions will still need to be made to bring the budget into balance in later years.
	25.1 As the Commissioners Chief Financial Officer I can provide the following assurances:
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