Section A SECTION A
For Publication DECISION RECORD

THE OFFICE OF POLICE AND CRIME COMMISSIONER
FOR DERBYSHIRE

DECISION RECORD

o Received in OPCC
Request for PCC Decision OPCC Ref: 07/16
Date: 20 January 2015

Title: REVENUE BUDGET AND PRECEPT 2016-17

Executive Summary:
Attached to the report at Appendix 1 was the Detailed Budget Proposals for
Derbyshire Police for the financial year 2016/17. The budget for the Commissioner

was proposed as shown in the table below:

Office of the Police and Crime Revised Budget Proposed Budget
Commissioner 2015/16 2016/17
£m £m
Commissioner’s Office 1.032 1.041
Crime Prevention Fund 0.250 0.250
Community Safety Fund 1.266 1.266
Victim and Witness Services 1.018 1.018
Sub-Total 3.566 3.575
Revenue Contributions to Capital 1.096 1.500
Debt Charges 0.861 0.816
Interest Receipts (0.210) (0.160)
Sub-total 5.269 5.731
Contribution from Reserves (0.250) (0.250)
Contribution to Reserves 1.531 0.037
Grant from the Ministry of Justice (1.100) (1.100)
(estimate)*
Net Budget Requirement 5.494 4.418
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The budget for the Chief Constable was proposed as shown in the table below:

Derbyshire Constabulary 146.183 148.588
East Midlands Collaboration 9.339 9.233
BCU Fund 0.358 0.307
Partnerships 0.753 0.547
Contribution to National Policing 0.211 0.224
Sub-total 156.844 158.899
Contributions from Reserves (0.832) (0.525)

Two options were contained within the report as follows:-

Option 1: No increase

Net Revenue Budget £162,791,712
Provisional Council Tax Requirement £52,537,940
Police Precept £173.61
Police Precept Increase (£) £0
Police Precept Increase (%) 0%
Provisional Contribution from reserves £1,047,067
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Option 2: Increase of 1.99%

Precept

Increase
Net Revenue Budget £162,791,712
Provisional Council Tax Requirement £53,585,007
Police Precept £177.07
Police Precept Increase (£) £3.46
Police Precept Increase (%) 1.99%
Provisional Contribution to/from reserves 0

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

noted within the report as follows;

Projected Deficit 2016/17 2017/18 2018/19 2019/20
£m £m £m £m
Police Funding including Police Precept 162.792 164.034 165.127 166.258

Increase (1.99%)

Police Funding with no increase in Precept 161.744 162.746 163.808 164.906
Increase for 2016/17 (with a 1.99% increase

from 2017/18 onwards)

Reduction 1.048 1.288 1.319 1.352
Cumulative Reduction 1.048 2.336 3.655 5.007
Decision

Resolved that
In respect of the revenue budget for 2016/17

i. The information and analysis as set out in the report and Appendix 1 was noted.

ii. The proposed adjustments to the 2016/17 budget as detailed in Annexes Ai and
Aii was agreed

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

iv. To maintain a revenue contribution to capital of at least £1.5m into the base
revenue budget was approved.

v. The net revenue budget of £162,791,712 for 2016/17 was approved.
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In respect of the council tax requirement, the associated police precept with any

arising provisional contributions to/(from) reserves:-

vi. Having considered the options, to adopt option 2 and propose to the Police and
Crime Panel an increase council tax by 1.99%, the final council tax assurance
statement from the Treasurer was considered and the Police and Crime Panel
will be notified accordingly

vii. To continue with the use of reserves to bridge any budget gap in 2016/17
(depending on the precept increase approved) was agreed.

viii. To receive a further report in April after the risk investment activity has been
completed by the end of this financial year to consider investment proposals for
key risk areas in accordance with the approved budget strategy.

ix. The associated financial projection for 2016/20 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
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 26 January 2016

PUBLICATION SCHEME CONSIDERATIONS

Is the related Section B report to be published Yes

If no, please indicate relevant exemption
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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 S| 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 26 January 2016
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AGENDA ITEM 10B
STRATEGIC GOVERNANCE BOARD

Section B 26 JANUARY 2016

Part | -
For Publication

STRATEGIC GOVERNANCE BOARD

26 JANUARY 2016
REPORT OF THE CHIEF CONSTABLE
AND TREASURER FOR THE POLICE AND CRIME COMMISSIONER

10B REVENUE BUDGET AND PRECEPT REPORT 2016/17

1. PURPOSE OF THE REPORT

1.1  To provide details of the local government finance settlement for 2016/17, to
summarise the proposed revenue budget and to consider the level of precept
to be notified to the Police and Crime Panel for 2016/17.

2. EXECUTIVE SUMMARY

2.1  Appendix 1 sets out the spending plans for the Police and Crime
Commissioner for Derbyshire and Derbyshire Constabulary for 2016/17 and
indicative plans up to 2019/20. It provides the detailed rationale to support
the revenue budget and precept proposals for 2016/17.

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

2.3 Beginning in 2010, and in advance of the 2011/12 Comprehensive Spending

Review (CSR), planning started to deliver spending reductions to meet the
challenge of austerity. To date a total of £31m in planned spending
reductions has been delivered. This has been achieved through some very
difficult choices, including a freeze on police officer recruitment and a
reduction in establishment of some 344 police officers and 294 police staff

posts.
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Due to the considerable success of the Moving Forward Programmes,
balanced budgets have been achieved in each year of austerity without the
need to call on reserves. We have also built up reserves through the
achievement of savings earlier than expected in order to put us in the best
position to manage further austerity cuts. As a result, the current level of

reserves allow for a sound plan to be put in place to: -
e Address any remaining budget gap.

e Fund the increasing demands which are being placed on policing, which
are partly due to other public sector services still having to cut their
budgets.

e Investin new IT systems and maintenance of police buildings to ensure

the needs of a modern policing service are met.

e Review the programme for police officer recruitment with a view to

increasing police officer and specialist police staff numbers

The Chancellor in his Comprehensive Spending Review and Autumn
Statement, delivered on 25" November 2015, indicated that police budgets
would be protected and there would be no cuts - this ‘protection’ is, however,
predicated on PCCs raising the local policing precept by the maximum

allowed for the remainder of this Government’s term in office.
However, a great deal of uncertainty still remains as: -

e The Home Office has only provided a one year settlement. This causes

difficulties in forward planning post 2016/17

e The Home Office is still committed to completing the much talked about
review of the police funding allocation formula. This follows a
disastrous first attempt to update the formula, the first since 2006,

which was withdrawn following the discovery of a ‘statistical error’.

e The Home Office is committed to a number of national policing
initiatives which will have an impact at the local level, for example
relating to armed response capability, cybercrime and the Emergency

Services Mobile Communication Programme.
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e No extra money was provided for new inflationary pressure and the

additional £3m cost of changes to National Insurance Contributions.

As a result, any plans going forward will need to be flexible and be kept under
review so that the resources available to the Constabulary are used in the

most effective manner.

Despite having to manage cuts in central government grant of £26.1m since
2011, the Constabulary still faced considerable policing risks and levels of
demand, whilst maintaining a high level of performance. The Force continues
to receive good and outstanding external inspections from bodies such as the
Office of the Surveillance Commissioners, HM Inspectorate of Constabulary
and the Interception of Communication Inspectors. In addition, the Force
continues to carry out investigations in a whole range of new areas and has
provided some ground breaking work in relation to areas such as child sexual
exploitation, modern slavery and in particular, on-line paedophilia and historic

child abuse cases.

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.

Appendix 1 sets out the proposals from the second year of the PBB savings
plan, 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 uncertain financial and

economic climate.

The budget proposals made in this report confirm that Derbyshire Police is in
a strong financial position to meet the policing and financial challenges that lie
ahead. Nevertheless, given the extent of the known and likely demands being
placed on the Force, savings are still required, and will have a marked impact
on the policing service we deliver to the public of Derbyshire. We also know
that, depending on further possible Government funding decisions, the
outcome of the review of the funding allocation formula and the ever changing
demands of policing, we may well have to make additional structural changes

over the next five years if we are to balance our budget in 2019/20.
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Performance

Anti-social behaviour has fallen every year since recording began and is
predicted to see another fall in volume in the current year. Acquisitive crime,
for example, burglary and shoplifting has seen a noticeable fall in the latest
twelve months but violence and sexual offences have seen substantial
increases. These are trends that are being seen across England and Wales

and not unique to Derbyshire.

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 fluctuated slightly but still remains high noticeably with nearly 75%
people, who answered the survey in the twelve months ending June 2015,
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 2016/17

On 25 November, the Chancellor announced that police spending would be
protected in real terms over the Spending Review period, but only when
precept increases, assumed at a minimum of 2%, are taken into account. This
is an increase of up to £900 million in cash terms by 2019/20. The level of
central funding, however, is reducing as local precept income is assumed to

increase.

The Home Office finally published funding allocations for individual forces on
17th December 2015, less than six weeks before Commissioners are
expected to set out their spending plans. Allocations were published for one

year only and this hinders accurate long term planning.

For 2016/17, direct resource funding for each Police and Crime
Commissioner, including precept, will be protected at flat cash levels. This is
assuming that Commissioners choose to increase precept income to the
maximum amount possible. If Commissioners wish to increase the precept in

line with Government assumptions, no Commissioner should face a reduction
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in cash funding next year (2016/17) compared to this year, and the majority

should see marginal increases in their spending power

A further £4.2m of Council Tax Freeze Grant funding, previously paid to Local
Policing Bodies by Department of Communities and Local Government
(DCLG), will be paid by the Home Office in 2016/17. This follows the
permanent transfer of £500m of other Legacy Council Tax Grants and £3bn of
‘formula funding’ from DCLG to the Home Office in previous years. However,
no new freeze grant will be available for 2016/17.

The overall settlement proposes to increase counter-terrorism police funding
in real terms to £670m and also includes extra investment to continue with
police reform. It provides transformation funding to develop and deliver
specialist capabilities such as those required to tackle cyber-crime and other
emerging changes in crime, and enable a major uplift in firearms capability
and capacity so that policing can respond quickly and forcefully to a firearms

attack.

This settlement also included within it the police share of the £1bn investment
costs of the Emergency Services Network (ESN), investing in ESN’s future

capability and an expectation that this investment will deliver financial savings.
Funding Formula Review

For 2016/17 the Government attempted to introduce a new Police Allocation
Formula for distributing core revenue funding between forces. Figures
produced by the home office indicated that Derbyshire stood to gain additional
funding of some £20m as a result of these changes, although this figures was
subsequently revised to £7m when a statistical error was uncovered within the

formula.

This attempt at updating the formula mechanism failed when the Home Office
discovered a "statistical error” in its calculations, which forced the
Government into delaying implementation. There are currently no proposals

for amending the current police allocation formula.

No assumptions have been made about the impact of any further formula
review, other than the implied assumption that it will be cost neutral. This is a
prudent approach and nothing is included in the budget for additional
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resources due to any funding review. Whilst it is likely that any review will

favour Derbyshire, transitional arrangements may delay some of the benefit.

2.23 The aborted implementation means that revenue resources continue to be

allocated, notionally, on the basis of the existing funding formula that was

introduced in 2006/07. The Government also continues to persist with

arrangements to protect forces that would otherwise lose grant under the

2006/07 formula. For 2016/17 the Government has applied the same

percentage reduction of 0.6% to every police force area.

2.24 Effectively this continues to protect forces that would otherwise lose grant

following the 2006/07 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 2006/07 formula.

2.25 The Home Office have not published the data used in determining the funding

allocations for forces. Therefore, a consequence is that it is no longer

possible to accurately identify the level of funding that is being withheld from

Derbyshire Police to protect other forces from even larger funding cuts.

However, using the criteria for ‘damping’ that was last published for the

2013/14 grant settlement the estimated loss of grant for Derbyshire continues

to be some £2m per annum and is summarised in the table below: -

Before After Estimated

Estimated Impact of Damping % Damping | Damping Grant
£m £m Lost £Em

Grant Settlement 2013/14 112.270 | 110.125 (2.145)
Add: Community Safety Fund included
in Baseline for 2014/15 0.981 0.981
Adjusted Baseline for 2014/15 113.251 | 111.106
Less: Cash Reduction in Baseline for 0
2014/15 (exc. top slice) (3.3%) (3.737) (3.666)
Grant Settlement 2014/15 109.514 | 107.440 (2.074)
Less: Cash Reduction in Baseline for 0
2015/16 (exc. top slice) (3.5%) (3.833) (3.760)
Grant Settlement 2015/16 105.681 | 103.679 (2.002)
Add: Cash Reduction in Baseline for 0
2016/17 (exc. top slice) (0.6%) (0.634) (0.622)
Grant Settlement 2016/17 105.047 | 103.057 (1.990)
Total (8.210)
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2.26 Next year, Derbyshire’s formula grant will reduce from £100.4m to £99.833m,

a reduction of £0.567m. Grant levels for Derbyshire since the start of

Government austerity measures are detailed in the following table: -

Formula Funding 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16 | 2016/17
£m £m £m £m £m £m £m

Police Main Grant 73.186 70.155 65.039 68.940 66.551 62.500 62.122
Non-Domestic Rates/ 49.006 | 45.841| 43.182| 41.185| 39.261| 37.900| 37.711
Revenue Support Grant

Neighbourhood Policing 3.681 3681 3681 0 0 0 0
Grant

Community Safety Fund 0 0 0 0.981 0 0 0
Total Formula Funding 125.963 | 119.677 | 111.902 | 111.106 | 105.812 | 100.400 99.833
Reduction in Funding (£) (6.286) (7.775) (0.796) (5.294) (5.412) (0.567)
Reduction in Funding (%) (5.0) (6.5) (0.7 (4.8) (5.1) (0.6)

2.27 Derbyshire Police stands to lose out an additional £1.851m as a result of the

top-slicing applied to the main grant. This is on top of the £3.726m already

taken over the last two years’ grant settlements, as set out in the table below:-

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

2014/15 2015/16 2016/17
£m £m £m £m

Police Innovation Fund 0.755 1.057 0.831 2.643
IPCC 0.272 0.453 0.483 1.208
HMIC 0.142 0.142 0.139 0.423
Direct entry schemes 0.045 0.075 0.069 0.189
National Police Co-ordination Centre 0.030 - - 0.030
Capital City Grant 0.030 0.045 - 0.075
Police Knowledge Fund - 0.076 - 0.076
Major Programmes - 0.604 0.329 0.933
Total 1.274 2.452 1.851 5.577

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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Office of the Police and Crime Commissioner

2.28 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
2015/16 2016/17
£m £m
Commissioner’s Office 1.032 1.041
Crime Prevention Fund 0.250 0.250
Community Safety Fund 1.266 1.266
Victim and Witness Services 1.018 1.018
Sub-Total 3.566 3.575
Revenue Contributions to Capital 1.096 1.500
Debt Charges 0.861 0.816
Interest Receipts (0.210) (0.160)
Sub-total 5.269 5.731
Contribution from Reserves (0.250) (0.250)
Contribution to Reserves 1.531 0.037
Grant from the Ministry of Justice
_ (2.100) (12.100)
(estimate)*
Net Budget Requirement 5.494 4.418

e The Ministry of Justice have not yet notified any Commissioners as to their
victims grant for 2016/17, despite strong lobbying as to the implications of the
tight timing of budget preparations for policing services. Therefore the
Commissioner’s budget includes a reasonable estimate as to the level of grant.

The grant supports contracts for victims’ services that cover several financial
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years; should the grant be reduced, then virements or reserves will be used to

resource the contracts.

2.29 The budget signals the importance and value of partnership working, to
ensure wherever possible all opportunities are explored for co-commissioning

services.

2.30 The Commissioner’s budget also includes a contribution of £1.5m 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.

2.31 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 down-turn.
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Chief Constable’s Budget

2.32 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: -

Revised Proposed
Chief Constable Budget Budget

2015/16 2016/17

£m £m

Derbyshire Constabulary 146.183 148.588
East Midlands Collaboration 9.339 9.233
BCU Fund 0.358 0.307
Partnerships 0.753 0.547
Contribution to National Policing 0.211 0.224
Sub-total 156.844 158.899
Contributions from Reserves (0.832) (0.525)
Net Budget Requirement 156.012 158.374

2.33 Due to the very late timing of the grant announcement and the unprecedented
and unexpected change in Government funding for the police, few changes
can be made to the budget at this time. To establish and adequately plan to

invest in the areas of greatest need will need more time.
2.34 The Chief Constable has commissioned two key pieces of work

e A more detailed review of the way policing is delivered by the
constabulary, including neighbourhood policing, which follows on from

the discussions that took place in December and

e A detailed assessment of the operational risks that Derbyshire
Constabulary faces together with an assessment of the level of
investment required to address these risks.

2.35 ltis planned to report on the outcome of both these reviews to the Police and

Crime Commissioner to consider in April. These proposals will set out plans
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to re-shape the way some policing services are delivered and to free up

resources for some of the new risks that the Constabulary faces.

2.36 In the interim there is scope to make some initial investment and the 2016/17

budget is based on: -

Budgeting for 3 police officer intakes for next year rather than the
planned 2 intakes. At this stage it is hoped that this can then be

sustained with full intakes in subsequent years.

Maintaining PCSO (who are police staff) numbers in line with the

funded establishment.

Providing additional staffing resources in the CCMC, including police
staff.

Providing for a further one year apprentice scheme.

Increasing the day to day repairs and maintenance budget for force
buildings by £250,000.

A Decision to increase the capitalised maintenance budget by

£500,000 to kick start the outcome of the building condition surveys.

Interim investment in the risk gap and priority areas.

2.37 At this stage the scale of the risk gap is yet to be assessed but it is evident

that there are a number of key policing risks that need to be addressed

around:-

Protecting vulnerable children and adults from harm
Investigating increasing cases of child sexual exploitation
Addressing forced marriage and human trafficking

Providing adequate resources to investigate an increasing number of

historic allegations of abuse.

Ensuring that we are making good use of technology (e.g. ANPR and
mobile office resources) to counter organised crime across our county

and to free up police time.
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e Ensuring that we maintain our firearms capability at a time of increased

national policing risk.

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

the attached report at Appendix 1.

Public Engagement

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.

A budget consultation exercise on precept levels for 2016/17 has been carried
out with a closing date of 22 January to inform the Strategic Governance

Board meeting. At the time of writing this report, the results were that 84% of
respondents thought the Commissioner should increase the police precept by

at least the 2% assumed by the Chancellor of the Exchequer.

The Commissioner is not minded to propose a precept increase of above 2%
as he does not want to hold a referendum with its associated high costs of the
ballot and possible rebilling costs.

Referendum Principles

In considering the precept options available to him, the Commissioner has
taken 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. For Derbyshire police this limit is
2% or more, as the Constabulary does not fall in the bottom quartile of police
precept levels when the referendum limit is £5.

However, it is perverse that the Chancellor has assumed Commissioners will
increase their precepts by 2%, but the Government’s own referendum

principles are clear that an increase of 2% (or more) will trigger a referendum.

The Commissioner is therefore presented here with two precept options to

consider: -

= Not increasing the Council Tax Precept.
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= To increase the Police Precept up to the referendum threshold, set at

under 2% (1.99% increase).

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

police precept: -

Police and Crime Commissioner 4.418 4.418
Chief Constable 158.374 158.374
Total Budget for Derbyshire Police 162.729 162.792
Funded by: -

Police Formula Grant 99.833 99.833
Council Tax Legacy and Freeze Grants 8.700 8.700
Sub-Total 54.259 54.259
Surplus to be allocated to Reserves 0 0.
Budget (Deficit) to be met from Reserves (2.047) 0
(Surplus)/Deficit on Collection Accounts (0.674) (0.674)
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2.46 The decisions associated with these two options are detailed as follows:-

Option 1: No increase

Council Tax

Freeze
Net Revenue Budget £162,791,712
Provisional Council Tax Requirement £52,537,940
Police Precept £173.61
Police Precept Increase (£) £0
Police Precept Increase (%) 0%
Provisional Contribution from reserves £1,047,067

Option 2: Increase of 1.99%

Precept

Increase
Net Revenue Budget £162,791,712
Provisional Council Tax Requirement £53,585,007
Police Precept £177.07
Police Precept Increase (£) £3.46
Police Precept Increase (%) 1.99%
Provisional Contribution to/from reserves 0

2.47 The provisional precept is based on final Council Tax base figures; the
taxbase for 2016/17 is 302,620.47.
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Longer Term Projections

2.48 The table below shows an indicative projected budget position for the next 4
years and how it would change depending on whether the Commissioner opts
to increase the 2016/17 Council Tax Precept or not. The table shows that the
impact over five years of not increasing the council tax in 2016/17 is a
cumulative reduction in precept income of £6m, and this occurs because of

the compounding effect of year on year percentage increases on a lower

Band D.
Projected Deficit 2016/17 | 2017/18 | 2018/19 | 2019/20
£m £m £m £m

Police Funding including Police

Precept Increase (1.99%) 162.792 | 164.034 | 165.127 | 166.258
Police Funding with no increase

in Precept Increase for 2016/17

(with a 1.99% increase from 161.744 | 162.746 | 163.808 | 164.906
2017/18 onwards)

Reduction 1.048 1.288 1.319 1.352
Cumulative Reduction 1.048 2.336 3.655 5.007

2.49 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.

RESERVES

2.50 As stated previously, while considerable uncertainty remains, reserves are

healthy and could manage any projected deficits as shown in the table below.

2.51 Further detail on the use of reserves over this period is shown in Annex D
and in the report on Capital elsewhere on this agenda. In particular, it is
proposed that part of the reserves are earmarked in the first instance to fund
the two major capital new build projects — the joint HQ with Derbyshire Fire

Authority and the replacement firing range.
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Reserve 31/03/16 | 31/03/17 | 31/03/18 | 31/03/19
£m £m £m £m

General 4.000 4.000 4.000 4.000
Earmarked — Usable

Operational Priorities 1.325 1.325 1.325 1.325
Operational Funding 18.909 8.950 7.952 7.212
Carry Forwards 3.435 3.240 3.240 3.240
z‘r’llr':l:: ngvg:trigi ,C:Snm LeSOner 1.263| 1.013| 0.763| 0513
Pensions 0.500 0.500 0.500 0.500
Total Earmarked — Usable 25.432 15.028 13.779 12.790
Earmarked — Non-usable 5.259 4.965 4.653 4.305
Total Reserves 34.691 23.993 22.432 21.095

2.52 The recent Comprehensive Spending Review and the decision announced by

the Chancellor of the Exchequer to not drastically cut police budgets means

reserves can now be used to invest in key projects, such as developments to

the ICT infrastructure, improvements to the estate to provide local and visible

policing and joint projects with Derbyshire Fire Authority.

2.53

The Constabulary is currently undertaking a detailed exercise to understand

the policing risks facing the Force going forward. Addressing those risks will

require additional resources which could also be sourced from reserves. A

structured plan to develop how best to release reserves to ensure investment

is made in the greatest areas of risk, and a further report will be considered by

the Commissioner when this exercise is completed. This will be in April 2016.

2.54

Therefore, at the moment the amount of useable reserves shown in the table

at paragraph 2.50 does not take account of this investment plan and funding

the current projects that have only recently commenced.
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In addition a general reserve of £4m is maintained to deal with immediate

unforeseen spending pressures.

While reserves cushion the impact of unforeseen spending and are available
for planned known future commitments, they arise as a result of money being
held back from local taxpayers and not being spent on services in the council
tax year. It is therefore important to ensure reserves are maintained at an
appropriate level — neither too high nor too low, and are as a result of

planning.

The Treasurer is required to provide an assurance as to the level of reserves

in the final precept report and this will be provided for the 2016/2017 budget.

Financial Risks

The key financial risks are set out in Appendix 1; these are around future pay
awards, complex and unforeseen policing operations, changes to grant
funding 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

In the past Derbyshire Constabulary has successfully met its financial
challenges 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.

The position now faced is slightly different. The scale of the gap in later years
is not as great as expected, but it is just as important that the Commissioner
and the Chief Constable for Derbyshire Police continue to take a measured
approach to addressing the significant challenges facing the Force in respect
of the changing nature of crime, the breadth of demand on policing services,
the fact other public services are still having to cut their budgets and thereby
increasing demand on the police, and in particular the growth in some specific

areas of investigation.
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In December 2015 the senior officers of the Force together with the Police
and Crime Commissioner’s office, the Police Federation and Unison all
gathered for the Annual Planning Seminar. Initially the seminar expected to
be working on the basis of substantial cuts to the police budget, perhaps even
as much as £30m over the next five years. However, as the reality of the
situation was far better than was anticipated, the planning seminar was able
to concentrate on planning for the future - continuing to make efficiencies and
to reinvest against many of the risks and emerging threats that the police is

mandated to deal with.

RECOMMENDATIONS

In respect of the revenue budget for 2016/17

To note the information and analysis as set out in this report and Appendix 1.
To agree the proposed adjustments to the 2016/17 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 £1.5m into the base
revenue budget.

to approve the net revenue budget of £162,791,712 for 2016/17.

In respect of the council tax requirement, the associated police precept with any

arising provisional contributions to/(from) reserves:-

vi.

Vii.

viii.

Consider the options to either freeze council tax 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

To agree to continue with the use of reserves to bridge any budget gap in
2016/17 (depending on the precept increase approved)

To receive a further report in April after the risk investment activity has been
completed by the end of this financial year to consider investment proposals
for key risk areas in accordance with the approved budget strategy.

To note the associated financial projection for 2016/20.
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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

BACKGROUND PAPERS

ATTACHMENTS

List of Appendices

1 Detailed Budget Proposals for 2016/2017

List of Annexes

Ai Revenue Budget Projections if Council Tax is frozen
Aii Revenue Budget Projections if Council Tax is increased by 1.99%
B Budget for the Office of the Police and Crime Commissioner

Budget for the Chief Constable

D Reserves
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SPENDING PLANS 2016/17

BACKGROUND

This document sets out the spending plans for the Police and Crime Commissioner
for Derbyshire and Derbyshire Constabulary for 2016/17 and indicative plans up to
2019/20. It provides the detailed rationale to support the revenue budget and
precept proposals for 2016/17.

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

Beginning in 2010, and in advance of the 2011/12 Comprehensive Spending Review
(CSR), planning started to deliver spending reductions to meet the challenge of
austerity. To date a total of £31m in planned spending reductions has been
delivered. This has been achieved through some very difficult choices, including a
freeze on police officer recruitment and a reduction in establishment of some 344
police officers and 294 police staff posts.

Due to the considerable success of the Moving Forward Programmes, balanced
budgets have been achieved in each year of austerity without the need to call on
reserves. We have also built up reserves through the achievement of savings earlier
than expected in order to put us in the best position to manage further austerity cuts.
As a result, the current level of reserves allow for a sound plan to be put in place to: -

e Address any remaining budget gap.

e Fund the increasing demands which are being placed on policing, which are
partly due to other public sector services still having to cut their budgets.

e Investin new IT systems and maintenance of police buildings to ensure the
needs of a modern policing service are met.

The Comprehensive Spending Review and the decisions announced by the
Chancellor of the Exchequer in November 2015 did not impose further police budgets
cuts. However, a great deal of uncertainty still remains as: -

e The Home Office has only provided a one year settlement.
e The Home Office is still committed to completing the much talked about review of
the police funding allocation formula. This follows a disastrous first attempt to

update the formula, the first since 2006, which was withdrawn following the
discovery of a ‘statistical error’.

Page 1 of 35



1.6

1.7

1.8

1.9

1.10

APPENDIX 1

AGENDA ITEM

STRATEGIC GOVERNANCE BOARD
26 JANUARY 2016

¢ The Home Office is committed to a number of national policing initiatives which
will have an impact at the local level, for example relating to armed response
capability, cybercrime and the Emergency Services Mobile Communication
Programme.

o No extra money was provided for new inflationary pressure and the additional
£3m cost of changes to National Insurance Contributions.

As a result, any plans going forward will need to be flexible and be kept under review
so that the resources available to the Constabulary are used in the most effective
manner.

Despite having to manage cuts in central government grant of £26.1m since 2011,
the Constabulary still faced considerable policing risks and levels of demand, whilst
maintaining a high level of performance. The Force continues to receive good and
outstanding external inspections from bodies such as the Office of the Surveillance
Commissioners, HM Inspectorate of Constabulary and the Interception of
Communication Inspectors. In addition, the Force continues to carry out
investigations in a whole range of new areas and has provided some ground
breaking work in relation to areas such as child sexual exploitation, modern slavery
and in particular, on-line paedophilia and historic child abuse cases.

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.

This report sets out the proposals from the second year of the PBB savings plan,
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 uncertain financial and economic climate.

The budget proposals made in this report confirm that Derbyshire Police is in a
strong financial position to meet the policing and financial challenges that lie ahead.
Nevertheless, given the extent of the demands being placed on the Force, the
savings that are still required will have a marked impact on the policing service we
deliver to the public of Derbyshire. We also know that, depending on further possible
Government funding decisions, the outcome of the review of the funding allocation
formula and the ever changing demands of policing, we may well have to make
additional structural changes over the next five years if we are to balance our budget
in 2019/20.
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NATIONAL AND LOCAL POLICING PRIORITIES

The protection of vulnerable people remains at the heart of what the Force does, and
the explosion in on-line paedophile offending, the reporting of historic sexual abuse
and increased confidence leading to greater reporting of rape and sexual offences
and domestic abuse is all causing a huge workload. Coupled to this is the growth in
cyber-crime and digital investigation, along with increased awareness of a whole
range of issues such as human trafficking, modern slavery, honour based violence
and other such hidden crimes. This is all on top of the more ‘traditional’ demands
such as anti-social behaviour, burglary and auto-crime and road traffic collisions,
which all remain.

The Home Secretary has been clear in her communication with Chief Constables and
Police and Crime Commissioners that she expects to see additional investment in the
Counter Terrorist arena, with Neighbourhood Policing Teams contributing more to the
Prevent agenda and an uplift in armed capability in order that we better protect
citizens and can prepare for an attack such as that seen in Paris in November 2015.

The latest Police and Crime Plan was published by the Commissioner in March 2014.
This plan 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: -

e Work to improve the support provided to victims and witnesses.

¢ 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.

e Work to keep people, particularly the most vulnerable in our communities safe
from harm, anti-social behaviour and criminal activities.

e 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.

e Encourage further investigation into the issues surrounding alcohol-related crime

and harm; and the impact of drugs on communities; explore ways to intervene
early to prevent it - with support from our partners.
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3.1 2014/15 saw a slight fall of 1.5% in overall recorded crime in Derbyshire compared to
the previous year. The previous year had seen a slight increase of just over two per
cent. Despite these year on year fluctuations, since the introduction of national crime
recording standards in 2002/03, crime within Derbyshire has halved in volume with
over 50,000 fewer victims in 2014/15 in comparison to 2002/03.

3.2 Following on from the fall in recorded crime in 2014/15, the projections for crime
volumes for 2015/16 show an increase on the previous year. This is a national trend
with overall crime expected to increase across England and Wales. The table below
shows the estimated year on year change for a number of key crime groups: -

Crime 2014/15 2015/16 Estimated Estimated %
Estimate Volume change
Change

Violence Against the Person 10,033 15,520 5,487 55%
Sexual Offence 1,254 1,580 326 26%
Domestic Burglary 2,714 2,540 -174 -6%
Non-Domestic Burglary 4,161 3,430 -731 -18%
Vehicle Crime 5,727 5,770 43 1%
Robbery 515 542 27 5%
Shoplifting 6,176 5,480 -696 -11%
Victim Based Offences 46,731 47,940 1,209 3%
All Crime

(excl. fraud and forgery) 51,687 53,030 1,343 3%
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Overall crime is increasing compared to the levels recorded in 2014/15 but is in line
with the recording levels of 2013/14. Generally, numbers of recorded offences have
remained stable across the last three years. Despite the overall levels being relatively
stable, within the different crime groups there have been some substantial increases
and decreases.

Acquisitive crime, for example, burglary and shoplifting has seen a noticeable fall in
the latest twelve months but violence and sexual offences have seen substantial
increases. These are trends that are being seen across England and Wales and not
unique to Derbyshire.

Demand

The demand that the service faces is continuing to change. 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. The following chart shows the twelve month rolling totals for child abuse
referrals:
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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. 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
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began and is predicted to see another fall in volume in the current year. The following
chart shows the volume of anti-social behaviour incidents each year with an
estimated value for the end of 15/16.

Year No. of ASB Incidents Change on Previous % Change on Previous
Year 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 45,183 (1,475) (3.2%)
2015/16 (est.) 44,390 (793) (1.8%)

Reduction since 2006/07 (46.9%)

3.9  Asthe table above shows, although there is a projected fall in incidents for 2015/16,
this is estimated to be a small reduction. Tackling anti-social behaviour relies heavily
on partnership activity and joint working.

Public Perception

3.10 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 fluctuated
slightly but still remains high noticeably with nearly 75% people, who answered the
survey in the twelve months ending June 2015, 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.
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COMPREHENSIVE SPENDING REVIEW (CSR)

In July 2015, the Chancellor asked all “unprotected” government departments,
including the Home Office, to set out plans for spending cuts of 25% and 40%.

Nationally both Police and Crime Commissioners and Chief Constables highlighted
the massive impact and damage this would have on Policing. In their submissions to
the Home Office, they drew special attention to the impact that cuts of this size would
have on Neighbourhood Policing. They were quite clear that few forces would be
able to retain neighbourhood policing if they faced cuts in excess of 25%.

At the same time Commissioners and Chief Constable highlighted the value of
neighbourhood policing and the fact that it played an essential role in protecting the
public. Tragically these messages were given even greater weight by the tragic
events in Paris in November 2015.

The Government set out in the latest Spending Review that it would maintain overall
police spending in real terms during the SR period, an increase of £900 million in
cash terms by 2019/20. The Government aims to provide funding to maintain overall
police force budgets at current cash levels (subject to precept levels being increased
by Police and Crime Commissioners in accordance with Government assumptions).
In addition the Government has said it will allocate additional transformational
funding to those forces which have strong proposals to support efficiency and reform
and to help transition to new funding arrangements in future. This funding will also
allow forces to adapt to changing crime threats and to train more firearms officers to
ensure the country extends its capability to protect its citizens from terrorist threats.

The Government has also said it would protect the National Crime Agency’s budget
in its fight to cut serious and organised crime. Also, the National Crime Agency will
receive funding for new digital and investigative capabilities to transform it into a
world-leading law enforcement agency tackling cyber-crime, child sexual exploitation
and the distribution of criminal finances.

The Spending Review earmarked approximately £1 billion in funding for the next
generation of 4G communications network for the Emergency Services, which the
government hopes will enable officers to access key police databases, take mobile
fingerprints and electronic witness statements and stream live body worn video, all
whilst away from police stations. This investment in critical national infrastructure
aims to free up officers’ time, make savings when fully operational and connect all
emergency services on the same broadband network for the first time.

Alongside this the Government will aim to help forces to improve police efficiency by

taking steps to drive down the cost of police procurement and encourage greater
collaboration between police forces and with other public and emergency services.
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The following table extracted from the Spending Review and Autumn Statement
2015, shows the projections for total police funding for England and Wales up to
2019/20: -

Chart 1.8: Police Resource Funding (£m) England and Wales
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NATIONAL FUNDING POSITION

On 25 November, the Chancellor announced that police spending would be
‘protected’ in real terms over the Spending Review period, when precept increases
are taken into account. This is an increase of up to £900 million in cash terms by
2019/20.

The Home Office finally published funding allocations for individual forces on 17th
December 2015, less than six weeks before Commissioners are expected to set out
their spending plans. Allocations were published for one year only, which hinders
accurate long term planning.

For 2016/17, direct resource funding for each Police and Crime Commissioner,
including precept, will be retained at flat cash levels. This is assuming that
Commissioners choose to increase precept income to the maximum amount
possible. If Police and Crime Commissioners wish to increase the precept in line with
Government assumptions, no PCC should face a reduction in cash funding next year
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(2016/17) compared to this year, and the majority should see marginal increases in
their spending power.

A further £4.2m of Council Tax Freeze Grant funding, previously paid to Local
Policing Bodies by Department of Communities and Local Government (DCLG), will
be paid by the Home Office in 2016/17. This follows the permanent transfer of £500m
of other Legacy Council Tax Grants and £3bn of ‘formula funding’ from DCLG to the
Home Office in previous years. However, no new freeze grant will be available for
2016/17.

The overall settlement proposes to increase counter-terrorism police funding in real
terms to £670m and includes extra investment to continue with police reform. It
provides transformation funding to develop and deliver specialist capabilities such as
those required to tackle cyber-crime and other emerging changes in crime, and
enable a major uplift in firearms capability and capacity so that policing can respond
quickly and forcefully to a firearms attack.

This settlement also included within it the police share of the £1bn investment costs
of the Emergency Services Network (ESN), investing in ESN’s future capability and
an expectation that this investment will deliver financial savings.

Funding Formula Review

For 2016/17 the Government attempted to introduce a new Police Allocation Formula
for distributing core revenue funding between forces. Figures produced by the home
office indicated that Derbyshire stood to gain additional funding of some £20m as a
result of these changes, although this figures was subsequently revised to £7m when
a statistical error was uncovered within the formula.

This attempt at updating the formula mechanism failed when the Home Office
discovered a "statistical error” in its calculations, which forced the Government into
delaying implementation.

No assumptions have been made about the impact of any further formula review,
other than the implied assumption that it will be cost neutral. This is pessimistic and
it is likely that any review will favour Derbyshire, although transitional arrangements
will delay some of the benefit.

The aborted implementation means that revenue resources continue to be allocated,
notionally, on the basis of the existing funding formula that was introduced in
2006/07. The Government also continues to persist with arrangements to protect
forces that would otherwise lose grant under the 2006/07 formula. For 2016/17 the
Government has applied the same percentage reduction to every police force area.

Effectively this continues to protect forces that would otherwise lose grant following
the 2006/07 formula changes. This protection is funded by scaling back dramatically
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the higher increases that a number of Police Forces, including Derbyshire, stood to
gain under the 2006/07 formula.

The Home Office have not published the data used in determining the funding
allocations for forces. Therefore, a consequence is that it is no longer possible to
accurately identify the level of funding that is being withheld from Derbyshire Police
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: -

Before After Estimated

Estimated Impact of Damping % Damping | Damping | Grant Lost

£m £m £m

Grant Settlement 2013/14 112.270 | 110.125 (2.145)

Add: Community Safety Fund included in
Baseline for 2014/15

0.981 0.981

Adjusted Baseline for 2014/15 113.251 | 111.106

Less: Cash Reduction in Baseline for
2014/15 (exc. top slice)

(3.3%) (3.737) |  (3.666)

Grant Settlement 2014/15 109.514 | 107.440 (2.074)

Less: Cash Reduction in Baseline for
2015/16 (exc. top slice)

(3.5%) (3.833) | (3.760)

Grant Settlement 2015/16 105.681 | 103.679 (2.002)

Add: Cash Reduction in Baseline for
2016/17 (exc. top slice)

(0.6%) (0.634) | (0.622)

Grant Settlement 2016/17 105.047 | 103.057 (1.990)
Total (8.210)
6. OUR CURRENT FUNDING POSITION

6.1

Derbyshire Constabulary is the eleventh 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 power (as indicated by the level of
grant funding) does not match the scale of policing risk that it faces.
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6.2 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
£19.3m to match the funding of one of its neighbouring forces: -

Net Spend
s per Head Derbyshire budget
increase at this level
£
Derbyshire 156.459
Neighbouring Forces: -
Leicestershire 161.521 £5.062m
Nottinghamshire 168.690 £12.231m
Staffordshire 160.003 £3.544m
South Yorkshire 175.809 £19.350m
Warwickshire 162.872 £6.413m

Source: HMIC Value for Money Data 2015 and Budget and Workforce Survey 2015/16

6.3 Derbyshire Constabulary relies more heavily on government grant than many other
forces. A total of 67% of spending in Derbyshire is met by grant with the remaining
33% 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.

6.4 At the extreme Surrey receives some 51% of its funding from the police precept,
while Northumbria receives 13% of its funding through the precept.

6.5 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 proportionately
bigger spending reductions.

6.6 For 2016/17, the ability of forces to maintain or slightly increase their spending power
by increasing precept levels, as intended by the government, will vary because of
these differences in precept-raising capacity. To an extent this has been
recognised and forces with the lowest precepts have been given greater flexibility to
increase their precept. This does not include Derbyshire.

6.7 A force like Derbyshire, which gets a relatively low proportion of its funding through
its precept but does not quality for extra flexibility in setting its 