L2 Sussex
.Y Police & Crime
& Commissioner

Decision Notice

To Sussex Police & Crime Commissioner

From Contact: lain McCulloch, Chief Finance Officer
Email: iain.mcculloch@sussex-pcc.gov.uk
Tel: 01273481582

Reference 019/2018

Subject Revenue and Capital Outturn 2017/18, Reserves
Transfers and Capital Financing

Date 12 June 2018

Recommendation That the Police & Crime Commissioner (PCC) is asked

to:

e Notes the revenue and capital outturn for 2017/18;
e Approves the capital financing;

e Approves the budget virements;

e Approves the carry forward requests;

e Approves the transfers to/from reserves.

Is the decision of significant public interest

Yes

Summary of reasons for decision

Financial Regulations require that the Chief Finance
Officer and Director of Finance prepare an outturn
report and recommend for approval by the PCC the use
or transfer of surplus/deficit on revenue and capital
budgets in line with the Reserves Policy. Capital
Financing of the capital programme should also be
approved.

Consultation undertaken

N/A

Approved by legal adviser (if appropriate)

N/A

Approved by finance (if appropriate)

Finance Approved

Background papers

See following section.




[dentified media issues

The policing budget and resources are of public
interest.




Introduction, background and approvals

Revenue Budget

reduced by £2.100m (1.3%) to

1.1 The 2017/18 revenue budget was approved by the PCC in February 2017 at
£256.966m. It was approved following:

e Total funding was protected by the Home Office in flat cash terms as long as
PCCs maximised their ability to increase the precept as provided for in the
new flexible referendum principles;

e Government grant for Sussex was
£162.800m.

e The precept was increased by £5 generating £3m of additional income
invested into Community Priority Crime Teams, Specialist Firearms, Public
Protection Investigators and Expert Youth Teams;

e Provision for increases in pay and prices of £10m;

e The requirement to make a further £11.262m of savings to balance the
budget.

e The PCC delegated a budget of £251.171m to the Chief Constable for
2017/18 to enable the discharge of the activities under his direction and
control. This is referred to as the ‘Operational Delivery Budget’ within this
report.

1.2

During the year the allocation of budget was adjusted through the approval
of budget virements as set out below.

Budget Budget Budget

Original Virements Revised

£'000 £'000 £'000
Operational Delivery Budget 251,171 (2,645) 248,526
Office of the PCC 1,274 134 1,408
Community Safety 1,635 174 1,809
Victim Support & Restorative Justice 0 0 0
Other OPCC Financing Budgets 3,036 0 3,036
Transfers to/(from) Reserves (150) 2,337 2,187
Total Net Budget Requirement 256,966 0 256,966




1.3

1.4

The revenue outturn 2017/18 in summary is as follows:

An under spend of £3.761m (1.46%) on the revenue budget of £256.966m;
Savings achieved of £16.756m in year;

Budget pressures contained (e.g. pay increase, inflation);

General Reserves maintained at 4%.

The variance is summarised to the following budgets.

Revenue Budget Outturn 2017/18

To 31 March 2018

Actual Budget Variance

£000 £000 £000 %
Operational Delivery Budget 246,229 248,526 (2,297) | (0.9%)
Office of the PCC 1,349 1,408 (59)| (4.2%)
Community Safety 1,695 1,809 (114) | (6.3%)
Victim Support & Restorative Justice 0 0 0
Other OPCC Financing Budgets 2,573 3,036 (463) | (15.3%)
Transfers to/(from) Reserves 1,359 2,187 (828) | (37.9%)
Total Police Fund 253,205 | 256,966 | (3,761) | (1.5%)

1.5

The net underspend of £3.761m for the year differs from the forecast

position at Period 10 which projected an overspend variance of £1.892m.
This can be attributed primarily to:

Il health pensions at £0.573m which had been forecast to budget as
expenditure is difficult to predict.

A reduction of £0.702m to the Insurance provision following advice from
the actuaries.

Spend on IT services, such as equipment, licences and support was
£0.950m lower than expected as it was identified spend posted against
IT's revenue budget actually related to capital & investment projects or
had been incurred on behalf of the PCC for Surrey.

Spend on Digital forensics was £0.400m less than expected as hand held
devices were not processed as quickly as anticipated.

Additional income of £0.478m agreed by the Home Office for Dedicated
Security Posts.

Income of £0.600m received during March for compensation for the loss
of a lease.




Capital Budgets

2.1

2017 /18 Capital Outturn

The capital and investment programme outturn spend is £22.725m, against a
revised budget of £26.066m, representing underspend of £3.342m.
Capital Budget Outturn 2017/18

Revised Variance over/

Actual Budget (under)spend

£m £m £m %
IT Strategy 2.585 3.807 | (1.222) (32%)
Fleet Strategy 4.482 4.408 0.074 2%
Estates Strategy 7.800 7.868 | (0.068) (1%)
Emergency Services Network 0.425 2.355| (1.930) (82%)
Video Enabled Justice 0.217 0.283 | (0.066) (23%)
Digital Policing 3.487 4,155 | (0.668) (16%)
Operational Investments 3.804 3.266 0.538 17%
Total 22.800| 26.142 | (3.342) (13%)

Net Carry Forward Requests (2.9)

Capital Financing Proposals

3.1

3.2

The capital and investment financing strategy is based on use of Home Office
and other external funding plus revenue funding, capital receipts and
reserves in line with PCC approved Reserves Policy. Borrowing is not used to
support the current capital investment plans.

The PCC is requested to approve the financing of the capital outturn as set
out in the table below.

Capital Financing

Revenue | Capital Total
Source of Funding Sources | Sources | Financing %
£m £m £m
Home Office Capital Grant 0.000 0.906 0.906| 4%
Other Grants and Income 0.318 3.954 4.272 | 19%
Capital Receipts 0.000 2.402 2.402 | 11%
Revenue Funding 2.025 0.000 2.025| 9%
Reserves 8.208 4.987 13.195| 58%
Total 10.551 12.249 22.800 | 100%




Budget Virements for Approval
Revenue to Capital Transfers.

4.1 The proposed transfers of revenue funding for capital expenditure are fully
funded from existing revenue budgets or new external funding sources.

4.2 The PCC is asked to approve the following budget transfers:

. Amount
Narrative £'000
Insurance Write Offs 16
Purchase of software 40
Purchase of Audio equipment 35
Total 91

Carry Forward Requests
Revenue

5.1 The following table sets out a summary of the proposed use of the budget
surplus in 2017/18.

£'m
Total Police Fund Position 2017/18 3.761
Outturn transfers proposed:
Proposed Chief Constable Carry Forward 1.350
Proposed OPCC Carry Forwards 0.173
Proposed transfer to Capital & Investment Reserve 2.238
Total 3.761

5.2 The PCC is asked to approve the use of £0.750m of underspend for carry
forward to fund maintenance investment in building and premises work due
to be completed during 2018/19.

5.3 The PCC is asked to approve the carry forward of £0.600m received as
compensation for the termination of a lease. This amount covers loss of
income for the next ten years.




5.4 The PCC is asked to approve the carry forward of £0.173m for use as set out
in the attached report.

5.5 The PCC is asked to approve the transfer to the Capital & Investment
Reserve of £2.238m.

Capital and Investment Carry Forwards

5.6 The PCC is asked to approve the capital and investment carry-forward of
£2.903m to support the following capital projects:

Scheme £'000
IT Strategy 471
Sussex Safer Roads Partnership 233
Operations Department 180
Communications Department 89
Emergency Services Mobile Network 1,930
TOTAL 2,903

Transfers to/from Reserves

6.1 The followihng movements to or from reserves based on the 2017/18
approved budget or otherwise that were approved by the PCC during the
year are summarised in the following table:

Transfer
Reserve Narrative To/(From)
£'m

Delegated Budget Holder | Approved 2017/18 carry forward (0.381)
Approved South East allowance (the

Delegated Budget Holder £1,500 annual payment to officers) (1.100)

Capital & Investment Approved revenue to caplta_l transfer for 0.198
three Armed Response vehicles

Capital & Investment Approved revenue to capital transfer for 0.120
upgrades to Armed Response vehicles

. Approved revenue to capital transfer for
Capital & Investment 12 vehicles for Public Protection 0.117
. Approved revenue to capital transfer for

Capital & Investment in-vehicle ANPR 0.007

Operational Appro_v_ed transfer to Local Policing (2.450)
Transition Reserve

Delegated Budget Holder Appro_v_ed transfer to Local Policing (2.238)
Transition Reserve

PFI Apprq\{ed transfer to Local Policing (10.300)
Transition Reserve




Approved transfer from Operational,

Local Policing Transition Delegated Budget Holder and PFI 14.988
reserves
. - Approved transfer of underspend from
Local Policing Transition the Operational Policing Budget 2.012
Total 0.973

6.2 The PCC is asked to approve the following year end movements in reserves

incorporated within the outturn report:

Transfer
Reserve Narrative To/(From)
£'m
. Revenue to Capital transfer for fleet
Capital & Investment insurance write offs 0.016
. Revenue to Capital transfer for
Capital & Investment Chronicle Software 0.040
Capital & Investment Revgnue t_o Capital transfer for Cedar 0.035
Audio Equipment
Requested transfer of Proceeds of
Asset Seizure Crime Act surplus in line with Asset 0.177
Seizure Reserves Policy
Sussex Safer Roads Requested transfer of SSRP deficit in (0.062)
Partnership line with formal agreement )
Requested increase following annual
Insurance insurance review by an independent 0.187
Actuary
Total 0.393
6.3 The PCC is asked to approve the final outturn underspend transfers to
reserves:
Transfer
Reserve Narrative To/(From)
£'m
Delegated Budget Holder Proposed Chief Constable Carry 1.350
Forward
Delegated Budget Holder | Proposed OPCC Carry Forward 0.173
Capital & Investment Proposed Transfer to Fund Future 2.239

Investments

Total

3.762




6.4 A summary of all movements between and transfers to/from reserves based
on the 2017/18 approved budget or otherwise approved by the PCC
throughout the year and including the recommended transfers to reserves is
shown in the table below:

Balance at | Transfers | Transfers | Balance at
31 March In Out 31 March
2017 2017-18 | 2017-18 2018

£000 £000 £000 £000

General Fund (10,807) 0 0 (10,807)
Earmarked Reserves:

Insurance (4,102) (187) (4,289)

Operational (2,450) 2,450 0

Local Policing Transition Support 0 (17,000) (17,000)

Capital & Investment Expenditure (18,681) (6,198) 15,439 (9,440)

PFI Contract (12,794) 10,300 (2,494)

Asset Seizures (396) (493) 316 (573)

Delegated Budget Holder (8,995) (1,523) 3,718 (6,800)

Sussex Safer Roads Partnership (3,087) 233 (2,854)

Earmarked Reserves (50,505) (25,401) 32,456 (43,450)

Capital Receipts (1,895) (507) 2,402 0

Total (63,207) [ (25,908) 34,858 (54,257)

6.5 The following table sets out the usable reserves maintained by the PCC as
part of the Reserves Policy.

General Reserve Level or Target

Provides a working balance to cover day to day cash flow requirements and
to cover exceptional unforeseen financial and operational risks. The target
level of the reserve is reviewed as part of the annual budget setting

process.
0,
General The September 2017 review of reserves considered the adequacy and need éx/(’ g:u’j\li(teutg%\;eguei as
Reserve of the separate £2.5m operational reserve in addition to the General P 9

t 31 March h .
Reserve. It recommended that the £2.5m operational reserve could be a arch each year

incorporated within the existing £10.8m General Reserve balance. This sum
is available to the Chief Constable for operational priorities without the
need for additional approval.

Contingency and Risk

Provides for the self-funding of certain uninsurable risks, such as payments
of compensation or damages. This Reserve is funded from revenue or
transfers from other reserves and adjusted annually, following an
independent actuarial review, to reflect inflation and up to date risk
management information.

To improve consistency in funding claims, there is a need to split claims Assessed as part of the
between a provision on the balance sheet for the cost of claims received annual insurance

and outstanding; and funds held in the reserve to cover claims incurred but | actuarial review.

not received or quantified. Claims that have been reported and assessed as
more likely to be settled are carried as a financial provision whilst known
incidents where no claim has yet been made, are covered by the insurance
reserve. The revenue account is used to meet any in-year liabilities if they
arise. Any year-end variance in the revenue claims budget will not normally
be met from or transferred to the general force budget, but transferred

Insurance
Reserve




to/from the insurance Reserve. The level of the reserve is reviewed
annually.

Investment
In line with investment
and replacement plans
included within MTFF
and dependant on
. To support planned one-off and non-recurring investments of a capital and financing requirements
Capital and ch P idi ; fthe Capital S
Investment revenue na_lture. ang_e m_ana_—lge_:ment '|n|t|aF|ves providing support for of the Capital Strategy.
implementing cost-saving initiatives. Financing asset re placement plans and
Reserve .
commitments over 5-10 years. Funded from: approved
in year revenue budget
surplus; transfers from
other reserves; specific
approved contributions.
Caplt_al This reserve holds the proceeds from the sale of assets, and can only be Receipts from the sale
Receipts used for financing capital expenditure in accordance with regulations of assets are taken to
Reserve gcap P 9 ) this reserve.
Capital This reserve holds unused elements of grant and other external funding to As determined by the
Grants & be spentin the following financial year in line with the conditions of the closure of accounts

Contributions

grant or external funding.

process

Single Use
As part of a wider review of the custody PFI contract a review was
commissioned to determine why the PFI reserve of £12.794 million was set | The remaining PFI
aside as an earmarked reserve, what the reserve was to fund and when. It | balance is to be used
PFI Reserve concluded that £10.3m could be reallocated from the reserve leaving a | until the review project

balance to be retained for the PFI contract review process.

This reserve will be discontinued once exhausted.

is completed or reserve
exhausted.

Asset Seizure

Balance of Proceeds of Crime Act (POCA) income received but not spent

Target level of 12
months costs of

Reserve during the year to be used in accordance with Home Office guidance. financial investigations.
Delegated . . ief P

Budget Underand overspendlngs on the PCC s_and Chie Cons.tables revenue Agreed annually by _the
Holder budgets are managed via this reserve in accordance with the PCC’s carry- PCC as part of the final
Reserve forward policy. outturn.

Sussex Safer
Road
Partnership
(SSRP)

Balance of funding for the Sussex Safer Roads Partnership. This reserve
can be used to finance capital or revenue expenditure. The level of this
reserve may fluctuate year on year as under-spends are transferred in.
However £1.2m is ring-fenced so that in the event that the Partnership is
dissolved, there are sufficient funds to cover one year of running and
decommissioning costs. This reserve belongs to the SSRP Partnership and
any funds remaining will be returned to the contributing partners on a pro
rata basis.

Transfer of any SSRP
under-spend to
reserves at year.




Local Policing
Transition
Support
Reserve

This reserve was created following a Balance Sheet review during the
2017/18 year by reallocating existing earmarked reserves no longer
required for their original purpose, plus an additional £2m contribution from
the 2017/18 forecast underspend. Specific use of this reserve will be to
smooth the impact of changes to police officer numbers in order to
strengthen local policing. Specific tranches of this reserve will be released
over the period to April 2020 via agreement at monthly financial
accountability meetings between the Force and the PCC.

Specific reserve set up
during 2017/18 to be
released over the
period to April 2020.

Financial implications
Within the report.

Other implications and risks
Within the report.

Signed __

Date: 12 June 2018

Police and Crime Commissioner for Sussex

Signed

Chief Executive

Sighed

Chief Finance Offi};er

Date: 12 June 2018

Date: 12 June 2018




