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To: The Police and Crime Commissioner for Sussex

From: Chief Finance Officer

Subject: Approval of the Council Tax Precept, Revenue and
Capital Budgets 2020/21

Date: 07 February 2020

Purpose of Report:

On 31 January 2020 the Police and Crime Panel agreed the proposal of
the Police and Crime Commissioner for Sussex to issue a band D council
tax precept for the Sussex area of £199.91. There are statutory
requirements for the Commissioner to calculate the budget
requirements and formally issue a precept for the financial year and this
report meets those requirements.

Recommendations:

As set out on the attached report it is recommended that the Police and
Crime Commissioner approves:

e The proposed revenue and capital budget 2020/21;
e The reserves policy;

e The calculations of council tax in 2020/21 in accordance with sections
43, 44 and 47 of the Local Government Finance Act 1992, as amended;

e The council tax precept of £199.91 for band D to be issued in 2020/21;
e The prudential indicators;

e The method of calculating Minimum Revenue Provision (MRP) for
2020/21.
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Purpose of the Report

The purpose of this report is to request the Police and Crime
Commissioner for Sussex (the PCC) to approve the revenue budget,
capital programme and precept for the financial year 2020/21 and
issue a demand to the billing authorities as a major precepting
authority.

Background

The Local Government Finance Act 1992, as amended by the Localism
Act 2011 sets out the requirements for the Commissioner to consider
council tax calculations by major precepting authorities.

This report sets out the proposed revenue budget and capital
programme for 2020/21, together with a review of the current year’s
budget position to allow a budget and council tax to be approved in
accordance with legislative requirements.

In preparing the Revenue and Capital Budgets for 2020/21 the PCC has
considered the following issues:

The Police Grant settlement for 2020/21;

The key principles underlying the four-year Medium Term Financial
Strategy 2020/21 - 2022/23 (MTFS);

The likely revenue and capital outturn for 2019/20;

The efficiencies to be made in 2020/21;

Delivery of the Police and Crime Plan;

Planned investments;

The options for the council tax precept;

Reserves;

Risk assessment; and

The Prudential Code for Capital Finance in Local Authorities.

Introduction
Where We Have Come From

By 2016/17, Sussex Police had made savings and efficiencies totalling
£76m to balance the books because of reductions in core grants,
limited increases to the precept and inflationary increases to costs
since 2010/11.

In 2017/18, the four-year MTFS set out a challenging financial situation
in which further reductions of £26.5m and the loss of a further 476
police officer posts were essential to balance the books, despite the
opportunity to increase the precept by £5. Faced with such a significant
reduction in budget, the PCC authorised the release of £17m of
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reserves to provide the Chief Constable with one-off cash so he could
defer the immediate impact of the loss of those posts.

The PCC worked with the Chief Constable to develop a new financial
strategy that would seek to provide the resources to enable Sussex
Police to protect those 476 posts under threat, enable the recruitment
of additional officers, and replace those that were due to leave.

The PCC, therefore, decided to increase the precept in 2018/19 by £12
per year for an average band D property. Combined with the £17m
that the PCC had already authorised from reserves, it substantially
reduced the previously planned savings requirements for 2018/19.

In addition, the PCC set out in the MTFS a proposed increase to the
precept of £12 in 2019/20, £5in 2020/21 and £5 in 2021/22. The plan
reduced the overall savings target to £3.0m from £26.5m, which
protected the 476 posts that would have been lost. It also provided
funds to replace 600 police officers over the 4 years of the plan and,
most significantly, to recruit an additional 200 police officers. Police
officer establishment, as at 31 March 2018, would increase by 200
officer posts to 2,700 by 31 March 2022.

The 2019/20 settlement offered further resources to strengthen local
policing and allowed the PCC to raise the precept by £24 and generate
more funds to recruit 50 more police officers, 100 extra PCSO’s and 50
additional specialist staff. This investment would increase the Police
officer establishment by a further 50 officer posts to 2,750 by 31 March
2023. The number of PCSO posts would increase to 296.

Sussex residents still pay the 5th lowest for policing in England despite
the previous year’s increases.

Where We Are Now

The Government is determined to strengthen the police service and
tackle the unacceptable levels of crime, particularly violent crime,
across our country, deal robustly with the criminals exploiting the
vulnerable and to improve outcomes for the victims of crime. It has
undertaken to deliver on its commitment to recruit 20,000 additional
officers over the next three years.

The Government have already invested in this uplift programme,
providing £45 million of additional funding for the first tranche of 6,000
officers in the current financial year to ensure the programme gets off
the ground.

The United Kingdom General Election held in December 2019 led to
over a month’s delay in the date of the announcement of the
provisional police funding settlement which was announced last
Wednesday, 22 January 2020.
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The Home Office has forecast that the settlement could benefit Sussex
with total grant and precept resources of £309.90 million, an increase
of £22.95 million for 2020/21. The 2019/23 MTFS forecast that
resources would be £291.38 million so this settlement offers a further
£18.52 million to plans.

The 2020/21 funding settlement gives the PCC additional ring-fenced
investment to recruit a further 129 police officers in Sussex. This is in
addition to the 250 police officers that Sussex Police are already
recruiting.

The Government also propose enabling PCCs to raise further funding
through the precept. This empowers PCCs to increase their Band D
precept by £10 in 2020/21, the equivalent of less than twenty pence
per week, without the need to call for a local referendum. If all PCCs
decide to maximise their precept, this would result in an additional
£248 million of funding for local policing next year.

Taking all funding from the Government and PCCs precept raising
power of £10 into account, up to an extra £1.1 billion will be available
for investment in the policing system in 2020/21. This would represent
an increase of 8% funding on top of 2019/20 levels and is the single
biggest increase in Government investment in policing for a decade.

Chief Constable’s Investment Requirement

In the context of the 2020/21 national policing settlement and the £10
precept increase the Chief Constable has presented a compelling
investment case that will allow Sussex Police to meet more demand
and accelerate their recruitment plans.

The Chief Constable’s plan, which I have supported, is prioritising
investment in the following three key areas:

v" More enforcement:
v More investigation:

v Even greater policing presence in towns, villages and online:

I have scrutinised the Chief Constable’s investment case. By raising
the precept this year by £10, I will be able to provide the Chief
Constable with the resources to continue the significant four-year
recruitment programme and accelerate the ability of Sussex Police to
reduce crime, deal robustly with criminals, improve outcomes for
victims and meet the expectations of visitors, residents and tax payers.

Full details of the investment requirement can be found in Section 14
of this Medium Term Financial Strategy 2020/21 to 2023/24.

5
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Listening to the Public

I began a rolling programme of consultation from the start of the 2019-
20 financial year to broaden engagement across the county and across
different demographic groups.

This included a combination of face to face focus groups, surveys at
public events, the normal PCC engagement programme, and online
polls, including a final snap poll just after the settlement was
announced on 22 January 2020. Full details can be found later in this
report but in summary:

What the public want:

v' The majority of people attending the focus groups stated they would

be happy to pay more if they could see more police officers or PCSOs.

v They wanted to see tougher enforcement with more criminals taken

off the streets and more crimes investigated and solved.

v They also expressed unanimous support for continuing our early

intervention youth programme called REBOOT.

Overall Financial Picture and Four-Year Plan

The MTFS sets out the financial context for the revenue budget, capital
programme and precept for the next financial year 2020/21 and
estimates for a further three financial years.

It brings together all resources including grant, precept, fees and
charges, income for special policing and use of reserves and capital.

This sets out that the plans are affordable over the four financial years.
It also addresses risk. The MTFS covers four years — but years two to
four are uncertain. A spending review is due in 2020 and a new
settlement is expected in 2021, including the possibility of a new
funding formula.

Police Finance Settlement 2020/21

The police financial settlement for 2020/21 was announced by the
Minister for Policing and the Fire Service on 22nd January 2020.

The key elements of the national settlement are:

e The Minister announced that the police settlement for 2020/21 is
the biggest increase in funding since 2010.



An increase in funding of £700m and if all PCC’s maximize the
precept flexibility overall police funding will increase by £915m the
equivalent of a funding increase of 7.5%.

The funding settlement provides the police service with the
investment to meet the Government’s commitment to increase
police officer numbers by 20,000 over 3 years.

The core grant is increased by £532m with a ring fenced grant of
£168m for meeting the recruitment targets.

The pension grant introduced last year has been retained at the
same level as 2019/20 and will be revisited in the next spending
review.

The counter terrorism funding will total £906m in 2020/21.

This settlement has enabled all PCCs to raise additional funds from
local taxation — up to £248m nationally;

In 2020/21 all PCCs will be allowed to increase Band D precept by
£10.

The creation of a safer Streets Fund of £25m to support areas that
have been disproportionately affected by acquisitive crime.
Funding of £119m to reduce serious violent crime including
Violence Reduction Units.

Support for the police to make use of the latest technologies and
the creation of a Police Chief Scientific Adviser with funding for
Science, technology Research.

Capital funding of £63.7m diverted to national priorities and
infrastructure, the national allocation to PCCs is £12.3m for
2020/21.

The Home Office require PCCs and police to continue to make
progress on efficiency & productivity and with a number of
expectations.

» Recruitment of officers, £168m paid to Forces in line with
progress to recruit 6,000 additional officers by March 2021,
funding released quarterly subject to evidence of progress.

» Efficiency savings are expected to continue in 2020/21
through collective procurement and shared services. The
formation of the BlueLight commercial organisation to apply
strategic procurement approaches and deliver £20m annual
efficiencies.

= Forces will have to continue improving productivity,
including through smarter use of data, and digital
capabilities including mobile working.

= The Home Office will work with the police service to deliver
on the APCC and NPCC’s Digital, Data and Technology
Strategy to drive convergence, consolidate and
decommission non-essential infrastructure to achieve best
value.


https://leadbluelightcommercial.com/our-aim-and-purpose
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e The police funding formula review was not mentioned in the
settlement announcement but is expected to be revisited within
the next spending review.

For Sussex, the implications of the settlement are as follows:

e The financial settlement has resulted in core grant increasing by
£15m (7.5%) which includes the funding for the first tranche of
Operation Uplift police officers. This grant is made up of two
elements with £11.4m in core grant and an Operation Uplift
Performance grant of £3.6m which is payable if Sussex Police
recruit the first tranche of 129 officers. The criteria attached to
the grant is based on achieving police officer increases and is
reclaimed quarterly. The legacy council tax and police pension
grants continued at the same level.

e Assumed 2% of grant allocation to meet inflation.

e Option to increase precept by £10. The £10 Band D increase will
generate additional resources for investment in local policing.

e Capital grant has decreased from 2019/20 to £0.200m (previously
£0.925m).

e Regional Organised Crime Unit (ROCU) budgets protected for
another year with a national review to be undertaken.

Council Tax 2020/21

The Localism Act 2011 introduced a power for the Secretary of State
for Communities and Local Government to issue principles that define
what should be considered excessive Council Tax, including proposed
limits. From 2013 onwards, any PCC that wishes to raise the council
tax above the limits that apply to them will have to hold a referendum.

The council tax precept for Sussex in 2019/20 was one of the lowest -
33 out of 39 - of English policing bodies during 2019/20 at £189.91
per annum for a Band D property. The table shows the range of
precepts by policing body in England. The median was £212.76.
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The settlement for 2020/21 confirmed that all PCCs would be able to
increase their precept by up to £10 without having to hold a
referendum. This represents increase of 5.3% for Sussex.

Year Band D Change | Change
Council Tax £ %
2020/21 £199.91 £10.00 5.3%

In accordance with legislation the council tax option to increase the
precept by £10 was considered by the Police and Crime Panel on 31
January 2020. The full report can be found in Appendix F. The Panel
supported the proposal and the letter from the Chair of the Panel
confirming the increase can be found in Appendix G.

Billing Authorities have advised that the council tax base for 2020/21
has increased by 6,998.10 (1.14%) to 629,959.30 Band D.

The increase to the Band D precept by £10 will raise an additional
£7.627m for 2020/21

The anticipated precept income of £125.935m is included in the budget
and the MTFS that sets out the assumptions and detail of how this
decision is affordable over the medium term.

In addition all thirteen billing authorities in East and West Sussex and
Brighton and Hove City Council will pay collection fund surpluses
totalling £0.235m in 2020/21.
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Budget Considerations

When calculating the budget requirement consideration has also been
given to a number of budget requirements including:

e Pay and price increases;

e Revenue implications on the capital and investment programme;
e Efficiencies; and

e Other cost pressures

Pay and Price Inflation

The indicative budget forecasts for 2020/21 reflect a positive approach
to managing the impact of inflation on budgets wherever possible, in
that there has been an uplift on non-pay items of on average 2% per
year over the period for inflationary pressures. In addition, estimates
for future pay awards at 2% have been included for both staff and
police officers, following an un-planned increase in the salary of 2.5%
during 2019/20.

Revenue Implications of the Capital and Investment
Programme

The revenue implications of the programme are fully reflected in the
budget.

Other Cost Pressures

To meet the detective shortage, which is a national issue, Sussex
Police made a couple of investment decisions, the first to improve
detective retention with an allowance and the second to support a
detective training programme called Police Now, at a combined cost of
£1.25m.

Sussex Police agreed to progress technology innovation to improve
investigative capability and introduce a Digital Evidence Management
system which will collect, store, process and manage digital material.

Apprenticeship Levy - The Government introduced a new
Apprenticeship Levy tax in accordance with Part 6 of the Finance Act
2016 with effect from 6 April 2017. This levy adds a further £0.800m
cost pressure to meet each year. Apprenticeship Schemes are being
considered and developed in line with the Government levy criteria to
offset related apprenticeship costs. We have during the vyear
commenced the apprenticeship scheme for police constables and plan
to introduce schemes for PCSQO’s and Contact Staff.

Emergency Services Network — The programme to replace the current

operational communication system has been delayed and the

Programme has been reset. A full Business Case was carried out by

the government alongside the programme re-set during the year. The
10
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new focus is on getting the products and services that emergency
services customers want, when they need them. This means key
elements of ESN can be tested, adopted and being to be used as they
become available, rather than having to wait until every element of
the network is finished. The strategic aim of the Emergency Services
Mobile Communications Programme (ESMCP) is to deliver a much
better voice and data service to the emergency services and it will
replace the reliable but limited and ageing ‘Airwave’ system.

A number of contractual arrangements and unavoidable costs were
identified that amounted to £1m over and above the level of inflation.

BREXIT - A great deal of preparation went into the risks of the exit
which have been scaled back including the close down of Operation
Yellowhammer led by the government. The risk assessment of the
impacts of BREXIT will be monitored with the December 2020 date
being the new focus, but the financial impacts are unclear at this time.

Police Pensions — A revaluation of the police pension scheme led to
further costs to be met by forces which was which has been mitigated
by a pension grant and a small increase in grant funding. A case was
brought forward to challenge the transitional arrangements put in
place for certain pension schemes which has been accepted. This may
lead to future changes to the respective pension schemes and
additional costs for police forces. The next revaluation of the police
pension scheme is expected in 2021 which may lead to future changes
to the respective pension schemes and additional costs for police
forces.

A risk assessment of expenditure and income estimates can be found
in Appendix A.

Efficiency Plans

The multi-year change programme continued to deliver complex
transformation across Sussex Police and savings of at least £1.5m in
2019/20 to support investment and change programmes.

The table shows the planned efficiency savings for 2020/21.

2019/20 Function 2020/21
£m £m
0.3 | Specialist Crime 0.1
0.2 | Operations Command 0.0
0.3 | Local Policing 0.1
0.1 | People Services 0.0
0.5 | C&FS (incl Estates) 0.6
0.1 | Corporate Services 0.1
0.0 | Force 1.8
1.5 | Total 3.1

11
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The Chief Constable’s efficiency plans are based on the programmes
of change to deliver efficiencies in policing and realise cashable savings
where possible, for example:

Specialist Crime and Operations Command both embarked on a
transformation programme to deliver a new Target Operating
Model. These projects are complete except for the dependency on
the new ERP when the savings can be made in 2021/22.

Local Policing Programme (LPP) including elements of prevention,
response policing and completion of neighbourhood policing
projects, this also complete bar a small change in Criminal Justice.
People Services save are due to be achieved once the new ERP is
implemented.

Commercial & Finance Services savings are planned from
efficiencies within the Estates function. Estates and Facilities
strategic transformation is making better use of the operational
estate, including collaborative opportunities. Innovative projects
are realizing financial and environmental benefits, including
installation of solar panels on major sites across Sussex, which
utilise sustainable forms of energy and will reduce electricity
costs. Joint Transport Service (JTS) introduced electric vehicles
during the year to reduce costs and cut the carbon footprint via a
more energy efficient fleet of vehicles.

ICT are carrying out a detailed review of contractual arrangements
which will rationalize the number of suppliers to achieve cashable
savings.

Corporate Services are efficiencies from the Corporate
Development department.

Staff costs represent a significant element of our core cost base
and therefore we will continue to make changes to workforce
numbers and structures throughout the MTFS and to reflect the
vacancy rate in police staff a saving is planned.

Maximising income generation for areas of service provision
(particularly in the back office) that have the potential to be more
commercially aligned; and

Regional collaborations involving Sussex, Surrey, Thames Valley,
Hampshire and Kent forces provide further innovative
opportunities to improve policing outcomes and deliver cost
efficiencies across the forces e.g. procurement initiatives, South
East Region Integrated Policing (SERIP), counter terrorism
policing and Enterprise Resource Planning (ERP) systems.

Internal governance arrangements are in place to track achievement
of savings and new investments, to monitor the pace of change
sufficiently to provide management with early warning should plans
not progress as anticipated and ensure any additional action required
is undertaken during the year. Detailed business cases to realise

12
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savings targets are presented and considered at the Joint Chief Officer
Meeting and the Strategic Change Board.

Sussex Police will continue to review its efficiency savings and future
investment plans to ensure quality service delivery is maintained,
future financial risks are taken into account and funding can be
directed to priority areas.

Sussex PCC Public Consultation on the Police Precept 2019/20

This included a combination of face to face focus groups, surveys at
public events, the normal engagement programme, and online polls,
including one which is underway* at the time this report was submitted
to the P&CP.

e What the public want:

v The majority of people attending our focus groups said they would
be happy to pay more if they could see more police officers or PCSOs.

v They wanted to see tougher enforcement with more criminals taken
off the streets and more crimes investigated and solved.

v They also expressed unanimous support for continuing our early
intervention youth programme called REBOOT.

Focus groups: We held 20 targeted consultation events across Sussex,
involving around 300 residents and members of community groups.
These provided valuable insight into the concerns of local people about
policing in their specific area, while discussions with disability forums,
interfaith groups and the LGBT community highlighted the particular
issues experienced by participants.

The focus groups helped to measure levels of public confidence in
Sussex Police and feelings of safety (see below). Feedback from each
discussion was referred to the PCC and to the relevant part of the
force.

Focus groups were held with residents in:

Battle
Bognor
Crawley
Lancing
Midhurst
Mid Sussex
Rye
Seaford
Storrington
Ticehurst
Uckfield

AN N NN YV N N N NN
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Other focus groups were held with:

Brighton & Hove Racial Harassment Forum
Hastings & Rother Disability Forum
Crawley Interfaith Network

LGBT community in Brighton & Hove

Rural roundtables - in Billingshurst, one in Battle, and one with the
National Farmers Union.

Road safety summit - A webcast road safety summit in Chichester
in November involved the Safer Sussex Roads Partnership and West
Sussex County Council.

Working with local councils: The PCC's office works closely with all
levels of local government including Surrey and Sussex Association of
Local Councils (SALC), and invites representatives to participate in all
consultation events. An officer from the OPCC regularly attends the
SALC meetings for East and West Sussex to feed back the results of
consultation and inform local towns and parishes about work alongside
Sussex Police.

Talk Sussex summer engagement: During summer 2019 the OPCC
attended nine Talk Sussex events across the county. At these events
there was face- to-face engagement with a total of 3,246 residents
completing survey forms. The events were attended by around
200,000 people.

Online polls: Since summer this year, five polls have been promoted
via the PCC’s newsletter and website on themes including road safety,
ASB, retail crime and the use of artificial intelligence in policing. Nearly
3000 responses have been received.

Precept proposal following Police grant: The Policing Minister’s
statement on the Grant was made on Wednesday 22nd January
announcing a welcome overall rise in police funding that was
contingent on all PCCs making full use of the flexibility to raise local
precepts by £10 (20p a week average).

The PCC proposed a £10 increase and issued press and social media
statements welcoming the funding announcement. These statements
were shared via email residents via partners to invite people to have
their say in an online poll.

The survey was open from 23 January to 30 January 2020 and a total
of 6,489 responses were received. 66% of respondents answered ‘Yes’
when asked “"Do you support a 20p a week (average) increase in your
police precept?” with the remaining 34% of respondents answering
‘No’.

To account for any possible duplicate responses, a random 20% of the

14



sample was analysed. Of these 1297 responses, 68% answered ‘Yes’
they support an increase in the police precept, with 32% answering
‘No’. This is in line with the overall findings.

10 Revenue Budget 2019/20

10.1 Throughout the year, the PCC closely scrutinises the spending of the
precept, delivery of the policing investment and performance. Scrutiny
has been through a variety of public facing Performance and
Accountability meetings, monthly Local Policing Boards, financial
monitoring and other monitoring within my scheme of governance.

10.2 The PCC reviews and publishes the overall police fund revenue and
capital budget monitoring during the year and approves revisions to
those budgets in line with the Financial Regulations, these reviews and
decisions are then noted as key decisions on the PCC'’s website.

10.3 The revenue and capital monitoring forecast as at 30 November 2019
was as follows:

Revenue Monitoring Period 8 2019/20 Forecast anual Variance
udget

£000's £000's £000's %
Chief Constable 290,556 | 288,283 2,271 1%
Office of PCC Budget 1,546 1,546 0 0%
Community Safety Grants 1,771 1,771 0 0%
Victim Support & Restorative Justice 498 498 0 0%
Early Years Intervention 0 0 0 0%
Financial Provisions 3,659 3,577 82 2%
Transfers to/(from) Reserves includin
additional pl/a(nned)use of local policing (9,636) (8,136) (1.500)
transitional reserve
Total variance
to be managed through mitigating 288,394 | 287,539 853 | 0.3%
savings

10.4 The Revenue and Capital Monitoring Update 2019/20 for the 8 months
to 30 November 2019 show the Chief Constable’s budget is forecasting
a £2.3m shortfall as at November 2019. However, after the use of
transition reserve money to cover the timing difference of recruitment
and other costs, plus the mitigating actions put in place through
compensatory underspends, it is expected that a balanced budget can
be achieved by the financial year-end.

10.5 Major elements of the financial pressures are as a result of planned

decisions and investment in key service priorities, which would be
supported by the one off use of the above reserve. These pressures
include:
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10.6

11

11.1

e The planned over-recruitment of police officers in the current
financial year, predicting to be 97 FTE over the budget, in an effort
to get ahead for the national Operation Uplift police officer target
of 129 additional officers by March 2021 which will be funded
through core grant in 2020/21.

e Earlier in the financial year, the force put in place a strategy to
manage a shortage in Detectives, to ensure better recruitment
and retention of these key roles. Part of this strategy was to
include a new detective allowance, for which budgetary provision
has been made for future years.

e Planned overtime has been undertaken by officers and staff during
the year to enable the force to have a coordinated response to
operations relating to high profile events and casework. Planned
overtime has also been used to compensate for vacancies in
specific operational areas, for example the members of staff in the
contact centre and as well as strengthening detective resources.
Both the police officer and police staff national pay review was
0.5% above the planned budget which combined added £0.7m to
the costs from September 2019.

In the event of a revenue underspend or over spend position at the
end of the year the sum will be transferred to/from reserves in
accordance with the reserves policy and PCC approval. An underspend
would then be available to support the ongoing transformation and
change programme. An overspend would be funded either via a
reserve or through a budget contribution in the following financial
year.

Revenue Budget Summary 2020/21

A summary of the 2020/21 Net Revenue Budget follows:

2019-20 | (ief Constable 2020-21
£m £m
156.367 | Police Officer Pay 160.533

83.594 | Police Staff Pay 82.066
10.333 | PCSO Pay 10.561
5.800 | Other Employee Costs 6.280
256.094 | Total Pay Costs 259.440
12.715 | Buildings & Premises 12.773
5.940 | Transport Costs 5.564
73.760 | Supplies & Services 44.637
2.698 | Third Party Payments 2.179
95.113 | Total Non Pay Costs 65.153
(66.293) | Income & Grants (38.862)
284.914 | Base Operational Delivery Budget 285.731
0.000 | Investment Proposed 17.588
0.000 | Savings Plans (3.145)
0.000 | Savings Requirement 0.024
284.914 | Operational Delivery Budget 300.199
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11.2

11.3

11.4

11.5

11.6

11.7

2019-20 PCC 2020-21
£m £m
1.334 | Office of the PCC 1.383
1.635 | Community Safety 1.700
REBOOT 0.576
2.034 | Victim Services 2.547
(1.955) | Grant Income (Victims) (1.992)
(0.299) | Treasury Management Interest (0.299)
2.749 | Total Income & Expenditure 3.916
4.226 | Financial Provisions 4.737
0.000 | Transfer to / (from) General Reserves 1.000
(5.501) | Transfer to / (from) Earmarked Reserves 0.000
1.152 | Transfer to / (from) Earmarked Reserves 0.000
(0.123) | Total Provisions & Reserves 5.737
2.626 | Total PCC Controlled Budgets 9.653
| 287.540 | TOTAL POLICE FUND | 309.852 |

The budget for the Chief Constable provides for all day to day
operational policing activities. The budget for the Police and Crime
Commissioner includes running costs of the Office of the Police and
Crime Commissioner, community safety, victim support and
restorative justice, capital financing costs for both corporate bodies,
treasury management interest and transfers to and from reserves.

The 'Office of the PCC’ includes salary and associated costs of the PCC,
Chief Executive, Chief Finance Officer and any other staff employed to
support the PCC as well as office-running costs. It also includes other
statutory local policing body costs such as internal and external audit,
banking and treasury management for example.

The 2016 HMIC Value for Money profiles highlighted that in 2016/17
the PCC’s budget was the 6th lowest per head of population of the
policing bodies in England and Wales. HMIC no longer collects and
compares that information.

Further details of the work that the team carries out to support the
PCC and the corporation sole can be found on the Sussex Police and
Crime Commissioners website at this link.

Community Safety

The PCC continues to support Community Safety initiatives and
Community Safety Partnerships (CSP) through the Community Safety
Budget. It is planned that the current total allocation will remain over
the period of the MTFS.

The budget also includes the Safer in Sussex Community Fund that
provides financial support to local community groups, voluntary and
third-sector organisations that are working to reduce crime, improve
community safety and help people recover from the impact of crime.
The PCC will continue to develop and grow this market to provide
services that meet the needs of local residents and help to keep Sussex
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11.8

11.9

11.10

11.11

11.12

11.13

11.14

11.15

safe.
Victim Services and Restorative Justice

The Ministry of Justice allocates a grant to the PCC to spend on victim
services and child sexual abuse services. The grant is allocated
between PCCs on the basis of population. A total grant of £1.992m has
been allocated to Sussex in respect of Victims Services and Restorative
Justice for 2020/21.

We make the assumptions that future grant settlements will continue
and not impact on the precept decision.

A further £0.513m has been allocated to the Victims budget to meet
the costs of rising demand for stalking advocacy, support for victims
of domestic and sexual abuse.

An additional £1m central fund has been allocated for recruiting more
Independent Sexual Violence Advisers and Sussex will apply for a
share of that fund.

Home Office’s Early Intervention Youth Fund (EIYF)

The Sussex PCC was one of nineteen to be successful in being awarded
additional funding from the Home Office’s Early Intervention Youth
Fund (EIYF). The Home Office EIYF totalling £22M originated from one
of the sixty commitments outlined in the Serious Violence Strategy
(SVS) which was launched in April 2018.

REBOOT is a programme targeted at young people who are at risk of
the drivers of serious violence, encouraging them to make positive
choices to deter them from becoming involved in crime. It brings
together multiple partners which include the Youth Offending Teams
in Brighton & Hove, West Sussex and East Sussex, YMCA Downslink
Group, Trust for developing communities, Audio Active, Hangleton and
Knoll, NHS partnership Trust, Sussex Police, Active Sussex, Freedom
Leisure and Wave Leisure.

The programme takes a strengths-based approach, focusing on the
positive aspects of young people’s lives as opposed to the negatives.
Coaches will work with young people in creating a personalised plan
which emphasises their strengths and supports them in overcoming
any barriers they may be facing to make positive changes in their lives.
Since the programme started on the 1st of April 2019 REBOOT has
received 1031 referrals and engaged with 735 young people, providing
them with support and encouraging them to make positive life choices.

Funding for the programme will end on 31 March 2020. Budget
resources have been allocated so that the programme can continue.
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11.16

11.17

11.18

12
12.1

12.2

12.3

Provisions, Treasury and Reserves

Financial provisions include the revenue and financing costs of the
capital programme, interest receivable on cash balances and the pay
and price contingency.

Investment and borrowing are managed via the PCC’s Treasury
Management Strategy which is approved annually in March following
a review by the Joint Audit Committee.

The PCC is responsible for the management of all reserves and the
reserves strategy has been explained later in this report.

Capital & Investment Programme 2020/21

Capital and investment expenditure of £15.2m in 2020/21 to be
financed by a combination of government grant, capital receipts and
reserve transfers.

The following table summarises the capital programme 2020/21:

2019/20
(including | Business Area 2020/21
b/fwd)

£m £m

5.6 | Information Technology 3.0

17.0 | Business Led IT Projects 1.8

55 Flee_t Replacement and 4.6

Equipment

8.0 | Estate Strategy 5.3

1.2 | Operational Equipment 0.5

37.3 | Total 15.2

Key areas to note in the programme are:

e Information Technology (Computers and Communications) -
Information Technology (IT) plays an important role in the delivery
of services to communities. Investment is required to support
projects and programmes at three different levels - National,
Regional and Local. Projects as wide ranging as Moving to Microsoft
Office 365, the need to deliver on-line self-service platforms to allow
individuals to obtain information or access non-emergency services
at a time and place which suits their needs, moving to IT cloud
based solutions, data centre phone exchange systems, mobile data
technology replacement and digital evidence management systems.
Investment will also continue on the roll out of devices for frontline
staff;

e Business Led IT projects include;

o Emergency Services Network - This is a national
programme to replace the current operational communication
system. The strategic aim is to deliver a much better voice and
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data service to the emergency services and it will replace the
reliable but limited and ageing ‘Airwave’ system. As this project
is delayed the existing handsets are reaching end of life and an
allocation has been included to replace the handsets, Sussex
Police move to ESN will be later in the implementation phase
to obtain value from the investment in the new airwave
handsets.

o Enterprise Resource Planning (ERP) - EQUIP is the name
for this new ERP system. It will be launched in Autumn 2020
and will replace the current systems in each force, SAP in
Sussex. EQUIP will deliver streamlined ways of working for
officers and staff, freeing up managers and colleagues’ time,
making day-to-day activities more efficient. It is simple,
intuitive, modern and timesaving. EQUIP benefits include
better integration, better reporting and better management of
information. EQUIP is a tri-force programme (Sussex Police,
Surrey Police and Thames Valley Police) driving efficiency for
the forces and the public, generating cashable savings that can
be invested into front line policing. The EQUIP system is not
just a ‘new IT programme’, it will ultimately transform most of
the core business support processes improving business day to
day for colleagues, managers and the public. The Microsoft
product at the center of it will be running our core system and
will be integrated with other applications to allow ‘talking’
between systems and facilitate the flow of information to users.

Fleet (Vehicles and Equipment) — The provision of an efficient, cost
effective and sustainable fleet is essential to delivery of policing
activities across the county. The pre-planned vehicle replacement
programme will therefore continue throughout the MTFS period.
New vehicles are purchased direct from manufacturers through
National Framework Agreements to maximise the benefits of scale.
However, increased cost pressures in this area of investment have
been observed recently due to a number of factors including price
increases of at least 3.5% on vehicle purchases and more frequent
replacement requirements due to high levels of mileage.
Incorporating evolving technologies such as vehicle ANPR, in-car
telematics and CCTV technologies add a further level of cost and
complexity to ensuring vehicles are fit for purpose. This helps
Sussex Police identify and match resources effectively against
demand and reduce overall costs for vehicles (including fuel and
maintenance). In a proactive initiative to meet the requirement for
“cleaner and more environmentally friendly” vehicles, hybrid and
electric vehicles are being purchased for selected operational roles.
Whilst the initial purchase price of these vehicles is higher, savings
in fuel and running costs are expected to reduce the whole life cost
of these vehicles, compared with their wholly fossil fueled
alternatives.
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Estates Strategy (Building Works and Estates & Facilities) — The
Estates Strategy seeks to provide an estate that supports and
improves the delivery of policing services for the public in an
affordable and cost-effective way. The Strategy for 2018-2022
continues to identify opportunities to rationalise the estate, and
reduce running costs, by providing efficient and affordable building
shared with partners. The Strategy focuses on continued delivery
of these properties in East Sussex, with a new tranche of shared
co-located premises, in some significant new build properties in
West Sussex. This is alongside Sussex Police investing in key
freehold owned hubs, to enable officers and staff to work from
dedicated buildings in a flexible manner across the estate, and
offsite or within the community. This investment is underpinned by
identifying potential surplus sites to generate capital receipts, and
ongoing revenue income through commercial lease.

A review is currently under way to reassess the Estate to ensure it
is sufficient for the anticipated additional uplift of police officers and
staff brought about through continued investment locally and the
Government’s Operation Uplift (the pledge to recruit 20,000
additional police officers in England and Wales by 2023). In
addition, the PCC will also be considering how the Strategy can
transform the existing publicly accessible estate to provide better
community information, assurance and engagement.

A revised Strategy will be published later this year when more
information is known in respect of the operational and financial
implications of the Home Office police spending review.

Operational Equipment - This includes a range of operational
investments: Investment within the Operations Department
includes Automatic Number Plate Recognition (ANPR) investments
supporting strategic roads infrastructure along with other
Operations Command Equipment and Drones. Other investment in
Communications includes Command and Control system updates,
CCTV and communications technology.
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12.4 The funding for the programme is summarised in the table below.

2019/20
(including | Sussex Capital Programme Funding 2020/21
b/fwd)
£m £m
- | Capital Resources Brought Forward -
0.2 | Central Government Grant 0.2
2.0 | Other Capital Receipts 10.7
1.7 | Internal Borrowing -
3.9 | Total Capital Resources 10.9
16.8 | Capital Resources Applied 14.4
(12.9) | Capital Resources Carry Forward (3.5)
- | Revenue Resources brought forward -
3.2 | Revenue Contributions Received in-year 3.7
13.7 | Other External Grants / Contributions 0.3
14.9 | Capital & Investment Reserve 0.8
31.9 | Total Revenue Resources 4.8
12.9 | Revenue Resources Applied to Capital 3.5
20.5 | Revenue Resources Applied to Revenue 0.7
(1.5) | Revenue Resources Carry Forward 0.5
37.3 | Total Funding Applied 15.2

12.5
12.6

12.7

12.8

12.9

Developer Contributions

Budget planning recognises the impact that the creation of new homes
within Sussex will have on policing and the PCC recognises the
importance of seeking appropriate funds to support the operational
budget of Sussex Police.

New properties and a growing population has a demonstrable impact
on policing, in the same way it does on education, health and library
services, for example. Developers are frequently required to contribute
towards community and social infrastructure such as new or expanded
schools, highway improvements, public realm improvements (open
spaces & public art), community facilities (leisure & libraries) and
health facilities.

In consultation with each Sussex Local Planning Authority we have
sought contributions via Section 106 agreements and the Community
Infrastructure Levy towards new policing capital infrastructure relating
to housing development.

At the present time the PCC has agreements totalling £1.75m which
will be invested into new communities to fund infrastructure to support
policing. They include various estate projects (improvements to
existing police stations or relocations), Automatic Number Plate
Recognition (ANPR) sites to support new buildings, up-front costs
associated with employing new officers through the Local Policing
Program (LPP) and contributions towards increasing vehicle fleet
capacity. These contributions will be brought into the capital
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programme and funded when monies are received in accordance with
the legal agreements. The MTFS will then be updated accordingly.

12.10 As at December 2019, a further £0.690 million applications submitted

by the PCC were awaiting a decision by the planning authorities.

12.11 The PCC is also actively seeking new opportunities through the

13
13.1

13.2

13.3

13.4

Community Instructure Levy (CIL) process to help deliver
infrastructure to support policing requirements.

Reserves 2020/21

Revenue and Capital Reserves are an important resource for day to day
as well as medium term financial planning despite being one-off in
nature. The Chartered Institute of Public Finance and Accountancy
consider that PCCs should establish reserves including the level of those
reserves based on the advice of their chief finance officers and should
make their own judgements taking into account all the relevant local
circumstances.

The requirement for financial reserves is acknowledged in statute.
Sections 31A, 32, 42A and 43 of the Local Government Finance Act 1992
require billing and precepting authorities in England and Wales to have
regard to the level of reserves needed for meeting estimated future
expenditure when preparing budgets. The Chief Finance Officer is
required as part of the budget setting process to provide a statement
on the adequacy of reserves.

The PCC’s reserves policy is set out in Appendix D and is subject to
regular review.

A full analysis of the PCC'’s revenue reserves and their planned use in
2020/21 taking into account the proposals outlined is set out in the
following table:

2019/20 | 2020/21
Reserves Forecast | Forecast

£m £m

Funding for planned expenditure on projects and programmes over
the period of the current MTFS:

Capital & Investment brought forward 3.9 0.0
from Collection Fund Surplus 0.6 0.3
from Delegated Budget Holder Reserve 5.1 0.0
from Local Policing Transition Support Reserve 5.8 1.6
from Revenue Budget 0.0 1.0
to General Reserves (0.6) (1.0)
to Fund Capital & Investment Programme (14.9) (0.8)
Balance carry forward 0.0 1.0

Delegated Budget Holder Reserve brought
forward 9.2 0.0
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to Fund Carry forward requests (4.1) 0.0
to Capital & Investment Reserve (5.1) 0.0
Balance carry forward 0.0 0.0
Capital Receipts Reserve brought forward 0.0 0.0
Estimated Capital Receipts 2.0 10.7
Estimate Applied to Capital & Investment
Programme (2.0) (10.7)
Balance carry forward 0.0 0.0
Local Policing Transition Reserve brought
forward 8.6 2.5
from Revenue Budget 1.2 0.0
to Capital & Investment Reserve (5.8) (1.6)
to Revenue Budget support (1.5) 0.0
Balance carry forward 2.5 0.9
PFI Reserve brought forward 6.1 0.0
from Revenue Budget 0.0 0.0
to Revenue Budget (to fund exit costs) (6.1) 0.0
Balance carry forward 0.0 0.0
2019/20 2020/21
Reserves Forecast | Forecast
£m £m
Funding for specific projects and programmes beyond the current
MTFS planning period:
Asset Seizure Reserve brought forward 0.4 0.4
from Seized Assets 0.4 0.4
to Revenue Budget (to fund crime reduction
initiatives) (0.4) (0.4)
Balance carry forward 0.4 0.4
Sussex Safer Roads Partnership Reserve
brought forward 2.8 2.2
from Surplus generated 0.0 0.0
to Revenue Budget 0.0 0.0
to Capital and Investment (0.7) (0.3)
Balance carry forward 2.2 1.9

General contingency or resource to meet other expenditure needs held
in accordance with sound principles of good financial management:

Insurance Reserve brought forward 5.4 5.1
from Revenue budget to meet future liabilities 0.5 0.5
to Revenue Budget (to settle claims) (0.8) (0.5)
Balance carry forward 5.1 5.1
General Reserve brought forward 10.8 11.4
from Capital and Investment Reserve 0.6 1.0
to Revenue Budget 0.0 0.0
Balance carry forward 11.4 12.4
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13.5

13.6

13.7

13.8

13.9

General Reserves percentage of Net Budget

Requirement 4.0% 4.0%
Total Opening Balance of Reserves 47.2 21.5
Total Additions to Reserves 16.2 14.5
Total Planned Use of Reserves -42.0 -15.3
Total Closing Balance of Reserves 215 21.6

Total Reserves percentage of Net Budget
Requirement 7.5% 7.0%

Funding for planned expenditure on projects and programmes
over the period of the current MTFS:

The Capital and Investments Reserve is used to support planned one-
off and non-recurring expenditure of a capital or revenue nature in line
with investment and replacement plans included within the MTFS. This
is dependent on the financing requirements of the capital plans included
within the relevant asset strategies e.g. the future IT Strategy, the
Estates Strategy and the Joint Transport Vehicles Strategy.

The Delegated Budget Holder Reserve holds a proportion of balances
that have arisen from underspend on the annual revenue budget.

Under-spend transfers to the Delegated Budget Holder Reserve (DBHR)
are agreed annually with the PCC as part of the final outturn and
movements in year are agreed by exception. This reserve is then
available to support the change programme. The balance in the DBHR
is expected to be fully utilised during 2019/20.

Previously the DBHR has been used to earmark funds related to the
National Barrier Asset and Local Authority partner initiatives such as
under-age drinking as well as internal earmarked purposes such as
adjusted timing of major projects including Estates and Community
Safety, major programmes and specified funding for discretionary items
of pay and allowances e.g. South East Allowance.

The Capital Receipts Reserve contains receipts from the sale of assets
which can be used to finance future capital expenditure. The Capital
Receipts received in-year will be applied to fund capital expenditure in
year.

13.10The Local Policing Transition Support Reserve was created to support a

longer phasing of reductions in local policing police officer posts.

13.11The Local Policing Transition Support Reserve was introduced in the

September 2017 revision of the MTFS. It was created following the mid-
year Balance Sheet review to reallocate £15m of existing earmarked
reserves together with an additional £2m contribution from that years
forecast underspend in order to support a longer phasing of reductions
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to the number of police officers in local policing over the period to April
2020.

13.12This reserve is being used to manage a balanced budget over the next
four years as well as for the Capital & Investment Plan with a retained
balance each year. The Chief Constable will manage the use of this
resource to support local policing under the governance of the DCC
Strategic Planning Board.

13.13The Private Finance Initiative (PFI) Reserve is maintained to meet future
contractual contributions of the custody PFI scheme. Following a
comprehensive review of the contract the earmarked reserve was
reduced and the remaining balance was earmarked to invest in the
renegotiation of the contract. The reserve will be fully used during
2019/20.

Funding for specific projects and programmes beyond the
current MTFS planning period:

13.14The Asset Seizure Reserve holds the balance of income received from
the Home Office in respect of the Proceeds of Crime Act (POCA). These
monies are to be used during the year following receipt in accordance
with Home Office guidance subject to the pre-agreed contingency
balance to cover 12 months of costs of the agreed number of financial
investigators.

13.15The reserve is reviewed on an annual basis but is currently expected to
remain at £0.4m for the period of the MTFS.

13.16The Sussex Safer Roads Partnership (SSRP) Reserve is where the PCC
holds the balance of any SSRP under-spend amounts on behalf of the
SSRP partnership as ring-fenced funding. The movements are based on
the latest SSRP strategy plans approved by the SSRP board.

13.17The SSRP was established by Agreement in 2007 and includes Sussex
Police, Brighton and Hove City Council, East Sussex County Council, East
Sussex Fire and Rescue Service, Highways England and West Sussex
County Council (including West Sussex Fire and Rescue Service). The
primary aim of this partnership is to reduce the number and severity of
road related casualties in Sussex. This is achieved via safety camera
enforcement, road safety behavioural change activity and casualty and
performance data.

13.18The SSRP Board of Directors represents all partners and provides officer
lead and political oversight on the joint objectives of the partnership, its
policy and budget including an agreed joint programme. The PCC for
Sussex holds an SSRP Reserve on behalf of the partnership to keep
surplus monies for planned future spending including asset replacement
programme and contingency to cover redundancies and
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decommissioning of camera infrastructure in the event of cessation of
the partnership.

13.19This reserve is reviewed regularly by the SSRP Board who approve
movement to and from the reserve. It also reviewed annually by Sussex
Police to ensure it is maintained appropriately and in line with SSRP
governance arrangements.

13.20General contingency or resource to meet other expenditure needs held
in accordance with sound principles of good financial management:

13.21The Insurance Reserve is maintained for potential liabilities and costs
which fall onto the PCC where no external insurance cover is arranged
by or available to the PCC. Potential liabilities include storm damage,
business interruption and claims that would fall within the PCC’s policy
excess limits.

13.221t is a requirement that an annual audit of all liabilities relating to the
Fund is carried out by an external actuary / firm of actuaries. The last
review for Sussex Police was completed by the actuary firm Marsh based
on data to 31 March 2018 and considered the following:

e Are the existing claims funding arrangements (Insurance Reserve
plus Provision) adequate to meet all loss payments arising from
self-insured risks?

e What is the cash flow projection for historic claims, both reported
claims, and incurred but not yet reported claims? Includes the
liability of the former Municipal Mutual Insurance Company.

e What contributions/injection into the Insurance Reserve / Provision
should be made to finance the expected losses for the forthcoming
policy year for each risk?

13.23The review concluded that the balance of the reserve of £4.29m along
with a separate provision for £3.15m on the balance sheet is adequate.

13.24A further risk assessment review of the Insurance Reserve will be
undertaken during 2019/20 with a view to ensuring the reserve and
provision levels are appropriate and based on the latest estimates.

13.25The General Reserves reserve is set aside for unexpected events or
emergencies and provides a working cash balance to help with the
impact of uneven cash flows and avoid unnecessary temporary
borrowing.

13.26The General Reserve at 1 April 2019 was £10.8m. The reserves policy
principle is to maintain the general reserve at a minimum of 4% of Net
Revenue Expenditure. As at 31 March 2020 the balance is estimated to
be £12.4m which equates to 4.0%.

13.27The September 2017 review of reserves considered the adequacy and
need of the separate £2.5m operational reserve in addition to the
General Reserve. It recommended that the £2.5m operational reserve
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14.1
14.2

14.3

14.4

14.5

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

Adequacy of Reserves and Robustness of Budget Estimates
Background Information on Reserves

Revenue and Capital Reserves are an important resource for day to day
as well as medium term financial planning despite being one-off in
nature. The Chartered Institute of Public Finance and Accountancy
consider that PCCs should establish reserves including the level of
those reserves based on the advice of their chief finance officers and
should make their own judgements taking into account all the relevant
local circumstances.

The requirement for financial reserves is acknowledged in statute.
Sections 31A, 32, 42A and 43 of the Local Government Finance Act
1992 require billing and precepting authorities in England and Wales to
have regard to the level of reserves needed for meeting estimated
future expenditure when preparing budgets. The Chief Finance Officer
is required as part of the budget setting process to provide a statement
on the adequacy of reserves.

The Home Office Financial Management Code of Practice also sets out
the following requirements:

e PCCs to establish a policy on reserves including how they may be
used;

e Full details of how the reserves and provisions policy will operate
locally;

e Ensure that the annual budget includes a realistic amount of
operational contingency that is available to the Chief Constable for
operational priorities without the need for additional approval; and

e Provision for budgets to be carried forward from one financial year
to the next.

The establishment and maintenance of resource backed reserves are
held for four main purposes:

e As a working balance to help cushion the impact of uneven cash
flows and avoid unnecessary temporary borrowing - this forms
part of general reserves;

e Provide funds to cushion the impact of unexpected events or
emergencies - this also forms part of general reserves;
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14.6

14.7

14.8

14.9

14.10

14.11

14.12

e Provide funds for the purposes of managing risk e.g. insurance
reserve; and

e As a means of building up funds, often referred to as earmarked
reserves, to meet known or predicted requirements; earmarked
reserves are accounted for separately but remain legally part of
the reserves.

The Chief Finance Officer has a fiduciary duty to local taxpayers, and
must be satisfied that the decisions taken on balances and reserves
represent proper stewardship of public funds. Within the existing
statutory and regulatory framework, it is the responsibility of the chief
finance officer to advise about the level of reserves that they should
hold and to ensure that there are clear protocols for their establishment
and use. Reserves should not be held without a clear purpose.

In assessing the appropriate level of reserves, a well-managed PCC will
ensure that the reserves are not only adequate but are also necessary.

The many factors involved when considering appropriate levels of
reserves can only be assessed properly at a local level despite the
pressures to compare between PCCs nationally.

One of the key sources of assurance is through risk management and
the process of taking appropriate action to mitigate or remove risks
where possible. This in turn may lead to a lower level of reserves being
required, and it would be appropriate to consider reducing the level of
balances held where appropriate action to mitigate or remove risks has
been successfully undertaken. A balance will need to be found between
maintaining adequate levels of reserves and investing in risk reduction
measures. This balance should form part of the risk management
process and be considered as part of the annual budget process.

The Local Government Act 2003 requires the Chief Finance Officers to
undertake an assessment of the robustness of the budget estimates
and the adequacy of reserves.

The budget and MTFS allows the Police and Crime Commissioner to
consider the prudent use of reserves in the context of the future
spending pressures and potential risks arising from potential changes
to the funding formula without having a detrimental effect on policing.

In assessing the robustness of the budget, the Chief Finance Officers
have considered the following issues:

e The general financial standing of the PCC;

e The underlying budget assumptions, including an assessment of
the estimates for pay and price increases;
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e A risk assessment of expenditure and income estimates including
adequacy of budget monitoring and financial reporting
arrangements (See Appendix A);

e The future budget pressures identified in this report;

e The adequacy of the budget monitoring and financial reporting
arrangements;

e The adequacy of the PCC’s governance arrangements and internal
control system;

e The adequacy of general reserves to cover any potential financial
risks faced by the Police and Crime Commissioner;

e The impact of the police grant settlement.

14.13 At 31 March 2020, the Police and Crime Commissioner’s General
Reserve is estimated at £11.4m and will increase by a further £1.0m
to close at £12.4m as at 31 March 2021 (4.0% of revenue
expenditure), in accordance with the approved reserves policy (see
Appendix D).

14.14 The PCC’s Chief Finance Officer confirms that, after taking account of
these issues, the revenue and capital estimates contained in this report
are considered robust and that the level of reserves proposed in the
review set out earlier is considered adequate to cover the financial risks
faced by the Police and Crime Commissioner in 2020/21.

15 Council Tax Requirement

15.1 The Localism Act requires the Commissioner to set a Council Tax
Requirement. The calculation of the Council Tax Requirement, based on
the proposed revenue budget and contribution from reserves is set out

below:
2020/21 | 2020/21
£m £m

Total Revenue Expenditure 308.852
Less Appropriations (to) / from (1.000)
Reserves
Net Budget Requirement 309.852
Less
Main Policing Grant 109.991
Revenue Support Policing Grant 54.180
Council Tax Legacy Freeze Grant 3.062
Council Tax Local Support Grant 10.140
Operation Uplift Performance Grant 3.612
Pensions Grant 2.697
Total Policing Grant 183.682
Balance to be raised locally 126.170
Less net surplus on collection funds 0.235
Council Tax Requirement 125.935
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15.2

15.3

16
16.1

16.2

16.3

16.4

16.5

17
17.1

The proportion of collection funds’ net surplus due to Sussex Police from
its constituent billing authorities is £0.235m for 2020/21 (£0.594m in
2019/20).

The notified Council Tax base figure is 629,959.3 which is an increase
of 6,988 (1.12%) over the previous year.

The Prudential Code of Practice in Local Authorities

The CIPFA Prudential Code is a professional code of practice to support
local authorities in taking decisions relating to capital investment in fixed
assets. Local authorities, including police and crime commissioners and
fire authorities, are required to have regard to the Code under Part 1 of
the Local Government Act 2003. The basic principle of the system is
that local authorities will be free to invest so long as their capital
spending plans are affordable, sustainable and prudent.

In order to demonstrate that they have fulfilled the objectives of the
Code, authorities must produce a range of key Prudential Indicators.
The Code does not suggest indicative limits or ratios for these indicators,
which are designed to support and record local decision making, and are
not intended to be used for comparative purposes.

These key indicators can be split into two broad categories, affordability
indicators and prudence indicators. Affordability indicators concentrate
upon the level of capital investment over the period 2020/21 to
2023/24. Prudential indicators concentrate on the level and composition
of external debt, and are therefore very closely linked to the PCC’s
Treasury Management Strategy.

The Prudential Code introduced in 2018/19 no longer specifies
prudential indicators or thresholds. The PCC for Sussex has continued
to apply prudential indicators as a best practice approach.

The PCC’s proposed Prudential Indicators are shown at Appendix B to
this report and the Capital Strategy will be published in March with the
Treasury Management Strategy Statement (TMSS).

Minimum Revenue Provision

Regulations came into effect from March 2008 with regard to preparing
an Annual Minimum Revenue Provision (MRP) Statement. MRP is the
amount that needs to be set aside to reflect the depreciation of capital
assets. There are no proposed changes to the method used to calculate
MRP and the Annual MRP statement for 2020/21 is attached at Appendix
C.
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18
18.1
19
19.1

20

(a)

(b)

()

(d)

Financial Considerations

Financial implications are considered throughout the report.

Risk Management

Associated risks have been considered and recorded as appropriate and
are set out in Appendix A.

Recommendations

The Police and Crime Commissioner is requested to:

e approve the capital and investment programme and authorise the
Chief Finance Officer to undertake the appropriate financing;

e approve the revenue budget;

e agree the review of the reserves policy Appendix D; and

e note the review by the Chief Finance Officer in respect of the
robustness of the budget and the adequacy of reserves.

Note the Council Tax Base of 629,959.3 for the year 2020/21 as notified
by the billing authorities within Sussex (item T in the formula in Section
44 (1) of the Local Government Finance Act 1992, as amended).

Approve the following amounts for the year 2020/21 in accordance with
Sections 43, 44 and 47 of the Local Government Finance Act 1992, as

amended:-

£351.181m

£225.246m

£125.935m

£199.91

being the aggregate of the amounts which the Police
and Crime Commissioner estimates for the items set
out in Section 43 (2) (a) to (d) of the Act;

being the aggregate of the amounts which the Police
and Crime Commissioner estimates for the items set
out in Section 43 (3) (a) to (b) adjusted for the item
set out in the Act;

being the amount by which the aggregate at (a)
above exceeds the aggregate at (b) above, calculated
by the Police and Crime Commissioner in accordance
with Section 43 (4) of the Act, as its Council Tax
Requirement for the year;

being the amount at (c) above divided by the tax
base as notified by billing authorities for Sussex,
calculated by the Police and Crime Commissioner in
accordance with Section 44 (1) of the Act, as the basic
amount of tax for the year;
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(e)

Valuation bands being the amounts given by multiplying the amount
of (d) above by the number which, in the proportion
set out in Section 5 (1) of the Act, is applicable to
dwellings listed in a particular valuation band divided
by the number which in that proportion is applicable
to dwellings listed in valuation band D, calculated by
the Police and Crime Commissioner in accordance with
Section 47 (1) of the Act, as the amounts to be taken
into account for the year in respect of the categories
of dwelling listed in different valuation bands.

Valuation
Band Amount
A £133.27
B £155.49
C £177.70
D £199.91
E £244.33
F £288.76
G £333.18
H £399.82

The Tax Base for the year 2020/21 is the aggregate of the amounts tax
bases calculated by the billing authorities to which the Police & Crime
Commissioner for Sussex issues precepts totalling. This totals
629,959.30 for Band D equivalents as set out in the table below.
The basic amount of Council Tax (Police Precept) is the budget
requirement less the amounts receivable from other funding sources, all
divided by the tax base. For 2020/21 this shall be shall be £199.91 to
the nearest penny, for Band D properties. The amounts per band are as
above.

Resolve that under Section 52ZB of the Local Government Finance Act,
the Commissioner’s relevant basic amount of Council Tax for 2020/21 is
not excessive in accordance with the principles determined under
Section 52ZC (1) of the Localism Act 2011 for 2020/21.

Resolve that in accordance with Section 40 of the Local Government
Finance Act 1992, as amended, the billing authorities within the area of
this authority be issued with precepts in the amount of £125,935,164
for the financial year beginning 1 April 2020, the amount of the
retrospective precepts to be issued to each billing authority’s area in
accordance with the Sections 43, 44 and 47 of the 1992 Act, as
amended.

Approve the Prudential Indicators as outlined in Appendix B to this
report.
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7 Accept the recommendation of the Chief Finance Officer for the method
of calculating MRP for 2020/21 as set out in the Annual MRP Statement
at Appendix C to this report.

Iain McCulloch
Chief Finance Officer, Office of the PCC

Mark Streater,
Chief Executive, Office of the PCC

Contact: Iain McCulloch, Chief Finance Officer

Email: iain.mcculloch@sussex-pcc.gov.uk
Tel: 01273 481582
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Appendices:

Appendix A FINANCIAL RISK ANALYSIS

Appendix B PRUDENTIAL INDICATORS

Appendix C MINIMUM REVENUE PROVISION (MRP) STATEMENT 2020/21
Appendix D RESERVES POLICY

Appendix E TAX BASE AND LEVY SCHEDULE 2020/21

Appendix F PRECEPT OPTION 2020/21 to POLICE AND CRIME PANEL (PCP)

Appendix G LETTER FROM THE CHAIR OF THE PCP CONFIRMING PRECEPT
DECISION
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APPENDIX A (FINANCIAL RISK ANALYSIS)

SUSSEX POLICE AND CRIME COMMISSIONER FINANCIAL RISK ANALYSIS

Issue

Assumption

Comment

Maintaining &
improving
service
performance
levels

Resources sufficient to

meet targets and
priorities in the Local
Policing Plan and
Strategic Policing
Requirement

The Chief Constable believes that there are sufficient resources
to deliver future Police & Crime Plan priorities and Strategic
Policing Requirement. However there remains risk from the cost
of major operations including counter-terrorism, particularly if
these are not fully funded nationally.

The PCC has made available further one-off resources released
from reserves to assist Operational Policing over the period of the
MTFS and has approved year on year increases to the policing
precept.

Pay and price
budgets and
establishment
control

Provision for national
pay awards of 2%.

Staff turnover and
increments based on
detailed analysis of
current staff profile
and trends.

General price inflation
of 2%

Whilst the number of police officer leavers is difficult to predict,
recruitment and promotions are managed during the year across
the Sussex Police to match staffing need and resources to budget.

Close corporate monitoring of the overall budget and
management action to maintain financial discipline is particularly
important to ensure resources are deployed to achieve the most
effective and efficient service delivery, as well as the PCC's
approved investment in Police & Crime Plan and Sussex Police
priorities. The DCC Strategic Planning Board will monitor all
aspects of the Transformation Strategy including the recruitment
progress and report to the PCC.

Pay and price contingency is available to meet unexpected
increases in year.

The risk that prices may rise is mitigated by budget monitoring
arrangements, reserves and actively managing spend pressures.

Limits to Precept
Increases

£10in 2020/21.
Future precept
planning assumption
of a £5 increase.

The ability to increase the precept complemented by grant has
enabled targeted and affordable investment in future years are
planned at Band D increases of £5 subject to government policy
and PCC annual decision.

The Localism Act 2011 gives a statutory obligation for council tax
referendums to be held should a precept higher than prescribed
be approved by the PCC. The Secretary of State for Communities
and Local Government set the level above which a referendum
would be required.

An increase in excess of the referendum level or precept ‘cap’
would result in the requirement to hold a referendum and the
costs met by the OPCC.

Grant Levels /
Spending Review
2020

Main police revenue
grant increased by
7.5% for 2020/21.

HM Treasury Pensions
Grant of £2.7m issued
in 2020/21.

2019/20 and 2020/21 were both a one year only settlement.
Future reductions in funding including unfavourable review of the
funding formula is possible within the MTFS period starting in
2022/23, this will be monitored regularly with proactive input to
the Spending Review any funding formula reviews or
consultations arising.

The assumption that flat cash grant will continue in remaining 4
years of the MTFS but there is a risk of further cuts in future
years. Changes to the grant formula may further reduce the level
of grant payable but the outcome of that is expected after the
next government spending review.

2.1% increase to the Home Office police grant amounted to
£3.142m for 2019/20. This together with the additional pensions
grant covers most of the additional police pension employer
contributions to be incurred following an increase in the
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Capital grant
decreased for
2020/21.

contributions rate from 2019/20 onwards.

Capital Grant reduced to £0.200m in 2020/21 from £0.925m in
2019/20. This sum could reduce again in a future Spending
Review.

Council Tax

Collection rates
advised by individual
billing authorities

Tax Base

The risk of council tax collection rates being lower than expected
could impact on the collection fund balances and any surpluses
payable to the PCC as demonstrated with 2020/21 forecasts.
Billing authorities’ factor in prudent collection rates to mitigate
this risk. The PCC works closely with billing authorities to monitor
their key collection rates and contributes financially towards the
costs of reviews of discounts, including the single person
discount, and exemptions.

The tax base is expected to increase during the MTFS period but
the assumptions could be impacted by changes to the mix of
dwellings, discounts and the impact of unemployment numbers
within billing Authorities council tax reduction schemes.

Budget
Estimates
(Expenditure)

Provision for specific
on-going cost
pressures

The budget estimates including all identified additional costs for
2020/21, supported by input and review by the Chief Financial
Officers.

Risks of budget overspend are mitigated by the monthly budget
monitoring process and formal monitoring reports to the PCC.

Budget and
financial
reporting

Additional Investment
potential of £3.2m in
2020/21

Monthly ‘Group’
budget monitoring

Action plans to deliver savings continue to be reviewed by Chief
Officers and regular monitoring will be undertaken to track
achievement of savings and ensure any additional action required
is undertaken during the year.

The achievement of savings to date was heavily dependent on
the delivery of savings from the LPP and the Policing Together
Programme (joint vision and services with Surrey Police). Wider
blue light collaboration will contribute to the delivery of savings
over the medium term.

Necessary improvements to financial monitoring identified during
2016/17 are now in place with a rigorous process of monthly
review, including close scrutiny by the Chief Constable’s Chief
Finance Officer and the PCC's Chief Finance Officer.

National IT

Move to full cost

Further potential costs related to the national Home Office

Systems charging without charges for IT systems from a grant ratio allocation basis to a
transfer of funding Force budget ratio which may lead to additional costs for Sussex
from Home Office. Police including changes to training and the creation of the

national police college could continue in 2020/21 and beyond.

Levels of Forecast to reduce Currently used to finance the capital and investment programme

Reserves over the term of the and major change initiatives. It remains a risk that the level of

MTFS

reserves is adequate to meet unplanned demand and unexpected
costs.

To mitigate this risk, the General Reserve is kept at a minimum
of 4% of revenue expenditure.

An annual review of all reserves is undertaken at budget setting
along with a post year-end review and update to the MTFS. Now
that our budget is increasing further contributions are required to
reserves in order to meet the stated limits over the period of the
MTFS.

Interest rates,
investment and
borrowing

Interest rates
assumptions of 0.40%

Forecasts of investment income for 2020/21 onwards are based
on estimated cash balances and interest rate forecasts as set out
in the treasury management strategy. A prudent position has
been adopted with regard to anticipating future increases in
interest rates, to address the risk of interest rates being lower
than expected.
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Borrowing at fixed
rates.

The risk of investment fund loss due to collapse of the financial
institution with whom the deposit is placed, is limited by controls
within the Treasury Management Strategy which focus on
security rather than returns. Potential impact is mitigated by a
diverse portfolio with top credit rated institutions.

At this stage, internal borrowing has been planned to finance the
capital programme for the purchase of long-term assets.

Income
Assumptions

Income budgets
reduced for specific
items.

Some risk of achieving on-going level of income targets included
in Divisional and Department budgets. This will be monitored
during the year and appropriate action or mitigation agreed as
necessary. Additional income may be received in-year due to
unforeseen events. Budget adjustments will be requested where
appropriate.

Police Pension

Ruling from McCloud
and Sergeant appeal

Police pensions along with many public sector pensions was
reviewed to ensure a fairer balance between public purse and
pensioners. The scheme was changed to a Career Average
Revalued Earnings (CARE) scheme which included transitional
arrangements. These arrangements were challenged and
accepted by the tribunal. There is a possible risk that future
employer contributions will have to increase as the cost of the
scheme is expected to be higher.

Policing of
Gatwick Airport

Funding of £14.3m in
2019/20.

The existing public Services agreement for Policing Gatwick
Airport was renewed during 2017 for three years to 31 March
2020.

Reductions in
security grants

Potential reductions in
Airport and other
security grants.

MTFS assumes that grants will continue at current level. If
subsequently reduced, savings will be made to cover the
reduction outside of core savings targets.

Public Order

Additional cost of
overtime and
associated costs

Whilst action will be taken to mitigate the overtime and other
additional costs relating to policing public order operations,
significant costs may be incurred on anticipated events in
2020/21. It is proposed that any in-year over-achieved savings
will be used as a first source for funding, otherwise the public
order contingency, other revenue budget and operational reserve
provides potential sources of funding if necessary.

Operational Public protection Key operational pressures include continuing demand and

Demands complexity of public protection cases (domestic abuse and
vulnerable children/adults) plus changes in nature/type of
evidence collection (more digitally based); requiring additional
time/resource and cost to process.

Capital Latest plans There is a risk of the capital programme being understated, or

Programme that over spending occurs, resulting in insufficient funding being

available as planned. Slippage may also impact on operational
demands. The capital plan is reliant of several sources of funding
including capital receipts which are at risk of not being achieved
either in quantum or timing. These risks are mitigated by regular
review of all major projects including the Estates Strategy and
ERP project, focus on key priorities agreed in advance, together
with monthly budget monitoring and regular monitoring reports
to the PCC.

Capital Financing

MRP is calculated on
an asset by asset
basis

This Capital Financing risk is of charges being greater than
budgeted. This is mitigated by considering revenue and capital
implications of major project spend within the capital and
investment planning process and inclusion within the MTFF. The
MRP debt repayment provision is calculated on individual assets
and 100% of borrowing has fixed term rates, thus will not be
impacted by changes in interest rates. Limited borrowing is
planned to finance the capital programme within the MTFS.
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Regional Investment plans The risk is that all regional partners are not aware of each

Partners partner’s investment plans, estate strategy etc. which can lead to
un-planned expenditure within the year.

National ICT Latest plans There is a risk that delays to the implementation of national ICT

Programmes schemes including ESMCP, NLEDP, HOB & DPP present significant

risk. These risks will be managed by regular review of all these
major projects with support and additional scrutiny from the Joint
Audit Committee.

Equip Project

Project delays

The Equip project has reset its date of implementation to Autumn
2020 so the cost of the team will be in place for several months,
leading to an increase in costs and there is a risk due the nature
of it being a major complicated IT project further delay is
possible.

Risk
Management

Financial consequences could result if all major risks have not
been identified when the budget has been set. This is mitigated
by robust risk management arrangements in place with formal
reporting to the Joint Audit Committee; comprehensive insurance
arrangements in place; and an adequate reserves policy and
reserves (including the insurance and general reserve balances).

PRTB Grant
Funded Risks

The hosting of the PRTB funded project will end during on 31
March 2020 and the final grant administration including
repayment of sums claimed will be completed during 2020. The
final administration will be closely monitored to ensure all sums
due are recovered in line with the grant agreements.
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APPENDIX B (PRUDENTIAL INDICATORS)

PRUDENTIAL INDICATORS

A. Cash Flow

1. The Police and Crime Commissioner sets the following prudential indicators as
best practice before the beginning of each financial year:

1) an operational limit for borrowing to reflect the likely level of borrowing
required;

2) an authorised limit for borrowing based on an assessment of realistic risk;

3) the maximum to be borrowed at fixed rates;

4) the maximum to be borrowed at variable rates; and

5) the maximum to be invested for a year or longer

e It is recommended that the operational limit be set at £23.2m for 2020/21,
based on the current position with regard to debt outstanding and the
spending and financing plans included in the draft capital programme.

e It is possible that the Police and Crime Commissioner may also need to
borrow temporarily for cash flow management purposes, pending receipt of
income, or to meet a large expenditure flow, or to avoid withdrawing short-
term investments, where interest rate effects would be detrimental. It is
recommended therefore that an authorised limit for borrowing of £38.2m
should be approved for 2020/21, to encompass the above operational limit
and an additional £15m for temporary borrowing.

e The Police and Crime Commissioner has long-term debt and would normally
expect to borrow at fixed rates and therefore it is recommended that the
limit on fixed rate debt be set to match the authorised borrowing limit.
Because of market circumstances it may be advantageous to defer long-term
borrowing at fixed rates for a period. The alternative would be to borrow at
variable rates in the short-term and therefore it is recommended that a 25%
limit should be set for 2020/21.

e The Chief Finance Officer will continue to lend surplus cash funds in
accordance with the Police and Crime Commissioner’s Treasury Policy
Statement. It is recommended that a limit of £20.0m be imposed on
investments for a year or longer.

The Local Government Act 2003 also requires the setting of prudential ratios
and limits in accordance within the requirements of the "CIPFA Prudential Code
for Capital Finance in Local Authorities”. The Code, which is based largely on
self-regulation, sets out the indicators that it expects authorities to use, and the
factors that they must take into account, to demonstrate that their plans are
prudent, sustainable and affordable. It does not, however, include suggested,
indicative limits or ratios. These are to be set by each individual Police and
Crime Commissioner. Details of the recommended ratios and limits, required by
the Code are summarised in the following table:
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APPENDIX B (continued)
Prudential Indicators to 2020/21

Base: Base: Base:
Estimate | Estimate | Estimate
Impact of Capital Plans on Council Tax 2018/19 | 2019/20 | 2020/21
Impact on Council Tax (Band D Equivalent) 165.91 189.91 199.91
Precept Increase 7.80% 14.47% 5.27%
Financial Estimate | Estimate | Estimate
2018/19 | 2019/20 | 2020/21
£ '000s £ '000s £ '000s
Capital Expenditure 5,397 37,294 15,153
Capital Financing Requirement 17,411 16,755 17,927
Authorised Borrowing Limit 37,290 36,687 38,184
Operational Boundary 22,290 21,687 23,184
Net Borrowing (39,077) | (25,500) | (25,500)
Financing costs 1,959 2,400 2,400
Net revenue Stream (313,582) | (324,927) | (348,299)
Financing costs/Net revenue Stream 0.62% 0.74% 0.69%
Borrowing Estimate | Estimate | Estimate
2018/19 | 2019/20 | 2020/21
£ '000s £ '000s £ '000s
Long Term Borrowing 4,500 4,500 4,500
Long Term PFI Liability 14,259 13,760 13,371
Long Term Finance Lease Liability 624 598 569
Long Term Internal Borrowing 1,720
Total Long Term Debt 19,383 18,858 20,160
15% x External Debt (Total Long term borrowing) 2,907 2,829 3,024
Operational borrowing limit 22,290 21,687 23,184
£15m additional 15,000 15,000 15,000
Authorised borrowing limit 37,290 36,687 38,184
Investments (43,577) | (30,000) | (30,000)
Maximum investments at longer than 1 year (10,894) (7,500) (7,500)
Maximum % investment longer than 1 year 25% 25% 25%
Borrowing (actual external borrowing) 4,500 4,500 4,500
Investments (43,577) | (30,000) | (30,000)
Net Borrowing (39,077) | (25,500) | (25,500)
Treasury Management Estimate | Estimate | Estimate
2018/19 | 2019/20 | 2020/21
Debt Maturity:
10-15 Years 100% 100% 100%
Actual Debt at Fixed Rates as % Net Borrowing 50% 74% 79%
Actual Debt at Variable Rates as % Net 12% 18% 20%
Borrowing
Maximum % Borrowing at Fixed Rates 100% 100% 100%
Maximum % Borrowing at Variable Rates 25% 25% 25%
Maximum % Investments at Fixed Rates 100% 100% 100%
Maximum % Investments at Variable Rates 85% 85% 100%
Maximum Allowable Principal Invested > 364 2506 2506 2504

days
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APPENDIX C (MINIMUM REVENUE PROVISION (MRP)
STATEMENT 2020/21)

The Police and Crime Commissioner is required to pay off an element of the
accumulated General Fund capital spend each year (the CFR) through a revenue
charge (the MRP). Minimum Revenue Provision (MRP) is therefore an annual
charge made to the revenue account which reflects the minimum amount set aside
to pay off capital expenditure.

All local authorities (including PCCs) are required to make a prudent amount of
MRP provision in addition to any interest payable on outstanding loans in line with
Regulations 27 and 28 in the Local Authorities (Capital Finance and
Accounting)(England) Regulations 2003 [SI3146, as amended]. In addition, local
authorities (including PCC’s) are able to make additional voluntary payments,
known as Voluntary Revenue Provision or VRP. The PCC for Sussex has not made
any VRP payments to date.

In guidance issued under section 21(1A) of the Local Government Act 2003, the
Secretary of State recommends that before the start of each financial year a local
authority prepares a statement of its policy on making MRP in respect of that
financial year and submits it to the full council or equivalent level.

This statutory guidance (first released in 2008/09 and revised in 2012) also gave
Authorities the flexibility of using one of four options, to calculate a prudent level
of MRP.

The four MRP options available are:

e Option 1: Regulatory Method (also known as the Existing practice method)
e Option 2: CFR Method

e Option 3:Asset Life Method

e Option 4: Depreciation Method

Options 1 and 2 were intended only for Government-supported borrowing and
these options provide for an approximate 4% reduction in the borrowing need
(CFR) each year.

Options 3 and 4 were meant to be used for all self-financed borrowing.

The Asset Life method has been adopted by the Police and Crime Commissioner
for Sussex. This method provides for debt repayment over the life of the asset
that has been funded from the borrowing.

The Police and Crime Commissioner approves an MRP Statement in advance of
each year.

The annual MRP statement indicates how the Police and Crime Commissioner
intends to discharge their duty to make a prudent amount of MRP in the
forthcoming financial year. A prudent provision is to ensure that debt is repaid
over a period that is either reasonably commensurate with that over which the
capital expenditure provides benefits, or, in the case of borrowing supported by
Government Revenue Support Grant, reasonably commensurate with the period
implicit in the determination of that grant.
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APPENDIX C (continued)
The PCC approves the following MRP Statement:

For capital expenditure incurred before 1 April 2008 or which in the future will be
Supported Capital Expenditure, the MRP policy will be:

e Based on CFR - MRP will be based on the CFR (option 2)

This option provides for an approximate 4% reduction in the borrowing need (CFR)
each year.

From 1 April 2008 for all unsupported borrowing (including PFI and finance leases)
the MRP policy will be:

e Asset life method - MRP based on the estimated life of the assets, in
accordance with the regulations (this option must be applied for any
expenditure capitalised under a Capitalisation Direction) (option 3);

This option provides for a reduction in the borrowing need over approximately the
asset’s life.

Repayments included in annual PFI or finance leases are applied as MRP.
The MRP statement to 2020/21

2018/19 | 2019/20 | 2020/21
£'000 £'000 £'000

Prudential Borrowing 0 0 0
K:Agrrr::lalatwe Debt Outstanding at 31 4,500 4.500 4,500
MRP - Debt Outstanding 130 130 130
MRP - PFI 793 500 389
MRP - Finance Lease 25 26 28
MRP - Internal Borrowing 60
Total MRP 948 656 607
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APPENDIX D (RESERVES POLICY)

Reserve Level or Target
Funding for planned expenditure on projects and programmes over the period of the current
MTFS:
In line with
investment and
replacement plans
included within MTFF
and dependant on
financing
. To support planned one-off and non-recurring investments of a | requirements of the
Capital and ; L )
Investment capital and revenue nature. Change management initiatives | Capital Strategy.
providing support for implementing cost-saving initiatives.
Reserve . - - .
Financing asset replacement plans and commitments. Funded from:
approved in year
revenue budget
surplus; transfers
from other reserves;
specific approved
contributions.
Delegated Under and overspendings on the PCC’'s and Chief Constable’s | Agreed annually by
Budget . . . - ¢
Holder revenue budgets are mana_ged via this reserve in accordance with t_he PCC as part of the
R the PCC's carry-forward policy. final outturn.
eserve
Capital This reserve holds the proceeds from the sale of assets, and can | Receipts from the
Receipts only be used for financing capital expenditure in accordance with | sale of assets are
Reserve regulations. taken to this 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
Local contribution from the 2017/18 forecast underspend. Specific use of e
. . . - Specific reserve set
Policing this reserve will be to smooth the impact of changes to the revenue .
e L o - up during 2017/18 to
Transition budget to strengthen local policing. Specific tranches of this reserve
- : . - be released over the
Support will be released over the period to April 2022 via agreement at MTFS period
Reserve monthly financial accountability meetings between the Force and P '
the PCC. This reserve will be used to manage a balanced revenue
budget over the next four years and supporting the capital &
investment plan.
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 | The remaining PFI

was set aside as an earmarked reserve, what the reserve was to

balance is to be used

PFI Reserve fund and when. I_t concluded that £10.3m ;ould be reallocated from unti_l t.he review
the reserve leaving a balance to be retained for the PFI contract | project is completed
review process. or reserve

exhausted.
This reserve will be discontinued once exhausted.
Funding for specific projects and programmes beyond the current MTFS planning period:
Asset Balance of Proceeds of Crime Act (POCA) income received but not Target level of 12
- . N . ) months  costs  of
Seizure spent during the year to be used in accordance with Home Office financial
Reserve guidance.

investigators.

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 at the
end of the year to
reserves.
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APPENDIX D (continued)

General contingency or resource to meet other expenditure needs held in accordance with sound principles
of good financial management:

General
Reserve

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.

The September 2017 review of reserves considered the adequacy
and need of the separate £2.5m operational reserve in addition to
the General Reserve. It recommended that the £2.5m operational
reserve could be 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.

4% of Net Revenue
Expenditure Budget
as at 31 March each
year.

Insurance
Reserve

Provides for the self-funding of certain uninsurable risks, such as
payments of compensation or damages and claims up to the excess
level. 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 between a provision on the balance sheet for the cost of
claims received and outstanding; and funds held in the reserve to
cover claims incurred but 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 budget, but
transferred to/from the insurance Reserve. The level of the reserve
is reviewed annually.

Assessed as part of
the annual insurance
actuarial review.
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APPENDIX E (TAX BASE AND LEVY 2020/21)

The Tax Base for the year 2020/21 is the aggregate of the amounts tax bases
calculated by the billing authorities to which the Police & Crime Commissioner for
Sussex issues precepts totalling. This totals 629,959.3 for band D equivalents as
set out in the table below. The basic amount of Council Tax (Police Precept) is the
budget requirement less the amounts receivable from other funding sources, all
divided by the tax base. For 2020/21 this shall be shall be £199.91 to the nearest
penny, for band D properties. The amounts per band are as follows:

Valuation
Band Amount
A £133.27
B £155.49
C £177.70
D £199.91
E £244.33
F £288.76
G £333.18
H £399.82

The amount of Council Tax payable for dwellings listed in a particular valuation band,
calculated in accordance with the proportions set out in Section 5(1) of the Act, shall
be as follows (shown to the nearest penny).

Precept Due Surplus/ (deficit)

Tax Base 2020/21 from prior year
West Sussex
Adur 21,381.40 4,274,355.67 (4,939.83)
Arun 62,244.00 12,443,198.04 104,044.00
Chichester 54,133.30 10,821,788.00 56,596.00
Crawley 35,811.90 7,159,156.93 47,490.83
Horsham 63,029.00 12,600,127.39 47,858.00
Mid Sussex 61,711.60 12,336,765.96 130,850.00
Worthing 39,269.70 7,850,405.73 (24,696.42)
East Sussex
Eastbourne 34,848.60 6,966,583.63 (46,454.00)
Hastings 26,197.00 5,237,042.27 (39,762.00)
Lewes 36,811.20 7,358,926.99 51,554.00
Rother 38,124.60 7,621,488.79 72,164.57
Wealden 65,674.20 13,128,929.32 596.00
Brighton & Hove 90,722.80 18,136,394.95 (160,121.00)
Total 629,959.30 125,935,163.66 235,180.15

This table shows that the Brighton and Hove Council and the district and borough
councils be requested to make payments of sums totalling £125,935,163.66 due
under precepts calculated in proportion to their Council Tax Band D equivalents. In
addition surpluses and deficits on collection funds will be collected, to the total value
of £235,180.15.
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APPENDIX E (continued)

These payments will be made on the following schedule:

Payment 1
Payment 2
Payment 3
Payment 4
Payment 5
Payment 6
Payment 7
Payment 8
Payment 9
Payment 10
Payment 11
Payment 12

Brighton & Hove

15 April 2020
22 May 2020
N/A
01 July 2020
05 August 2020
11 September 2020
16 October 2020
20 November 2020
30 December 2020
N/A
05 February 2021
12 March 2021

East Sussex area

14 April 2020
21 May 2020
29 June 2020
N/A
04 August 2020
10 September 2020
16 October 2020
23 November 2020
N/A
04 January 2021
08 February 2021
16 March 2021
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West Sussex area

06 April 2020
05 May 2020
05 June 2020
06 July 2020
05 August 2020
07 September 2020
05 October 2020
05 November 2020
07 December 2020
05 January 2021
05 February 2021
05 March 2021



APPENDIX F (PRECEPT OPTION 2020/21 to POLICE AND CRIME
PANEL [PCP])

Police and Crime Panel Agenda 31 January 2020 -
http://www?2.westsussex.qgov.uk/ds/cttee/pcp/pcp310120age.pdf

Webcast Link
https://eastsussex.public-i.tv/core/portal/webcast interactive/469253

Report on the Proposed Precept
http://www?2.westsussex.gov.uk/ds/cttee/pcp/pcp310120i6.pdf
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APPENDIX G (LETTER FROM THE CHAIR OF THE PCP
CONFIRMING PRECEPT DECISION)

County Hall
SUSSEX POLICE est street
& CRIME PANEL West Sussex

PO19 1RQ
Switchboard: 01243 777100

Bill Bentley
Chairman
Sussex Police and Crime Panel

First Class Post

Office of the Sussex Police and Crime
Commissioner

Sackville House

Brookes Close

Lewes

East Sussex

BN7 2FZ

4 February 2020
Dear Commissioner,
Proposed Precept 2020/21

The proposed policing precept was considered at the meeting of Sussex Police
and Crime Panel on Friday 31 January 2020.

I am writing to confirm that the Panel supported, by a majority of votes, the
proposed precept of £199.91 (on a Band D property), an increase of £10
(equivalent to 5.3%), providing that this results in an increase in visible policing.
We look forward to working with you and your officers to ensure that our

scrutiny of the outcomes arising from the increased investment is undertaken
effectively.

Yours sincerely,

I Zs
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	1 Purpose of the Report
	1.1 The purpose of this report is to request the Police and Crime Commissioner for Sussex (the PCC) to approve the revenue budget, capital programme and precept for the financial year 2020/21 and issue a demand to the billing authorities as a major pr...

	2 Background
	2.1 The Local Government Finance Act 1992, as amended by the Localism Act 2011 sets out the requirements for the Commissioner to consider council tax calculations by major precepting authorities.
	2.2 This report sets out the proposed revenue budget and capital programme for 2020/21, together with a review of the current year’s budget position to allow a budget and council tax to be approved in accordance with legislative requirements.
	2.3 In preparing the Revenue and Capital Budgets for 2020/21 the PCC has considered the following issues:

	3 Introduction
	Where We Have Come From
	3.1 By 2016/17, Sussex Police had made savings and efficiencies totalling £76m to balance the books because of reductions in core grants, limited increases to the precept and inflationary increases to costs since 2010/11.
	3.2 In 2017/18, the four-year MTFS set out a challenging financial situation in which further reductions of £26.5m and the loss of a further 476 police officer posts were essential to balance the books, despite the opportunity to increase the precept ...
	3.3 The PCC worked with the Chief Constable to develop a new financial strategy that would seek to provide the resources to enable Sussex Police to protect those 476 posts under threat, enable the recruitment of additional officers, and replace those ...
	3.4 The PCC, therefore, decided to increase the precept in 2018/19 by £12 per year for an average band D property. Combined with the £17m that the PCC had already authorised from reserves, it substantially reduced the previously planned savings requir...
	3.5 In addition, the PCC set out in the MTFS a proposed increase to the precept of £12 in 2019/20, £5 in 2020/21 and £5 in 2021/22. The plan reduced the overall savings target to £3.0m from £26.5m, which protected the 476 posts that would have been lo...
	3.6 The 2019/20 settlement offered further resources to strengthen local policing and allowed the PCC to raise the precept by £24 and generate more funds to recruit 50 more police officers, 100 extra PCSO’s and 50 additional specialist staff. This inv...
	3.7 Sussex residents still pay the 5th lowest for policing in England despite the previous year’s increases.
	Where We Are Now
	3.8 The Government is determined to strengthen the police service and tackle the unacceptable levels of crime, particularly violent crime, across our country, deal robustly with the criminals exploiting the vulnerable and to improve outcomes for the v...
	3.9 The Government have already invested in this uplift programme, providing £45 million of additional funding for the first tranche of 6,000 officers in the current financial year to ensure the programme gets off the ground.
	3.10 The United Kingdom General Election held in December 2019 led to over a month’s delay in the date of the announcement of the provisional police funding settlement which was announced last Wednesday, 22 January 2020.
	3.11 The Home Office has forecast that the settlement could benefit Sussex with total grant and precept resources of £309.90 million, an increase of £22.95 million for 2020/21. The 2019/23 MTFS forecast that resources would be £291.38 million so this ...
	3.12 The 2020/21 funding settlement gives the PCC additional ring-fenced investment to recruit a further 129 police officers in Sussex. This is in addition to the 250 police officers that Sussex Police are already recruiting.
	3.13 The Government also propose enabling PCCs to raise further funding through the precept. This empowers PCCs to increase their Band D precept by £10 in 2020/21, the equivalent of less than twenty pence per week, without the need to call for a local...
	3.14 Taking all funding from the Government and PCCs precept raising power of £10 into account, up to an extra £1.1 billion will be available for investment in the policing system in 2020/21. This would represent an increase of 8% funding on top of 20...
	Chief Constable’s Investment Requirement
	3.15 In the context of the 2020/21 national policing settlement and the £10 precept increase the Chief Constable has presented a compelling investment case that will allow Sussex Police to meet more demand and accelerate their recruitment plans.
	3.16 The Chief Constable’s plan, which I have supported, is prioritising investment in the following three key areas:
	3.17 I have scrutinised the Chief Constable’s investment case. By raising the precept this year by £10, I will be able to provide the Chief Constable with the resources to continue the significant four-year recruitment programme and accelerate the abi...
	3.18 Full details of the investment requirement can be found in Section 14 of this Medium Term Financial Strategy 2020/21 to 2023/24.
	Listening to the Public
	3.19 I began a rolling programme of consultation from the start of the 2019-20 financial year to broaden engagement across the county and across different demographic groups.
	3.20 This included a combination of face to face focus groups, surveys at public events, the normal PCC engagement programme, and online polls, including a final snap poll just after the settlement was announced on 22 January 2020.  Full details can b...

	4 Overall Financial Picture and Four-Year Plan
	4.1 The MTFS sets out the financial context for the revenue budget, capital programme and precept for the next financial year 2020/21 and estimates for a further three financial years.
	4.2 It brings together all resources including grant, precept, fees and charges, income for special policing and use of reserves and capital.
	4.3 This sets out that the plans are affordable over the four financial years. It also addresses risk. The MTFS covers four years – but years two to four are uncertain. A spending review is due in 2020 and a new settlement is expected in 2021, includi...

	5 Police Finance Settlement 2020/21
	5.1 The police financial settlement for 2020/21 was announced by the Minister for Policing and the Fire Service on 22nd January 2020.
	5.2 The key elements of the national settlement are:
	5.3 For Sussex, the implications of the settlement are as follows:

	6 Council Tax 2020/21
	6.1 The Localism Act 2011 introduced a power for the Secretary of State for Communities and Local Government to issue principles that define what should be considered excessive Council Tax, including proposed limits.  From 2013 onwards, any PCC that w...
	6.2 The council tax precept for Sussex in 2019/20 was one of the lowest - 33 out of 39 – of English policing bodies during 2019/20 at £189.91 per annum for a Band D property. The table shows the range of precepts by policing body in England. The media...
	6.3 The settlement for 2020/21 confirmed that all PCCs would be able to increase their precept by up to £10 without having to hold a referendum. This represents increase of 5.3% for Sussex.
	6.4 In accordance with legislation the council tax option to increase the precept by £10 was considered by the Police and Crime Panel on 31 January 2020.  The full report can be found in Appendix F.  The Panel supported the proposal and the letter fro...
	6.5 Billing Authorities have advised that the council tax base for 2020/21 has increased by 6,998.10 (1.14%) to 629,959.30 Band D.
	6.6 The increase to the Band D precept by £10 will raise an additional £7.627m for 2020/21
	6.7 The anticipated precept income of £125.935m is included in the budget and the MTFS that sets out the assumptions and detail of how this decision is affordable over the medium term.
	6.8 In addition all thirteen billing authorities in East and West Sussex and Brighton and Hove City Council will pay collection fund surpluses totalling £0.235m in 2020/21.

	7 Budget Considerations
	7.1 When calculating the budget requirement consideration has also been given to a number of budget requirements including:
	7.2 Pay and Price Inflation
	7.3 The indicative budget forecasts for 2020/21 reflect a positive approach to managing the impact of inflation on budgets wherever possible, in that there has been an uplift on non-pay items of on average 2% per year over the period for inflationary ...
	7.4 Revenue Implications of the Capital and Investment Programme
	7.5 The revenue implications of the programme are fully reflected in the budget.
	7.6 Other Cost Pressures
	7.7 To meet the detective shortage, which is a national issue, Sussex Police made a couple of investment decisions, the first to improve detective retention with an allowance and the second to support a detective training programme called Police Now, ...
	7.8 Sussex Police agreed to progress technology innovation to improve investigative capability and introduce a Digital Evidence Management system which will collect, store, process and manage digital material.
	7.9 Apprenticeship Levy – The Government introduced a new Apprenticeship Levy tax in accordance with Part 6 of the Finance Act 2016 with effect from 6 April 2017.  This levy adds a further £0.800m cost pressure to meet each year. Apprenticeship Scheme...
	7.10 Emergency Services Network – The programme to replace the current operational communication system has been delayed and the Programme has been reset. A full Business Case was carried out by the government alongside the programme re-set during the...
	7.11 A number of contractual arrangements and unavoidable costs were identified that amounted to £1m over and above the level of inflation.
	7.12 BREXIT – A great deal of preparation went into the risks of the exit which have been scaled back including the close down of Operation Yellowhammer led by the government. The risk assessment of the impacts of BREXIT will be monitored with the Dec...
	7.13 Police Pensions – A revaluation of the police pension scheme led to further costs to be met by forces which was which has been mitigated by a pension grant and a small increase in grant funding. A case was brought forward to challenge the transit...
	7.14 A risk assessment of expenditure and income estimates can be found in Appendix A.

	8 Efficiency Plans
	8.1 The multi-year change programme continued to deliver complex transformation across Sussex Police and savings of at least £1.5m in 2019/20 to support investment and change programmes.
	8.2 The table shows the planned efficiency savings for 2020/21.
	8.3 The Chief Constable’s efficiency plans are based on the programmes of change to deliver efficiencies in policing and realise cashable savings where possible, for example:
	8.4 Internal governance arrangements are in place to track achievement of savings and new investments, to monitor the pace of change sufficiently to provide management with early warning should plans not progress as anticipated and ensure any addition...
	8.5 Sussex Police will continue to review its efficiency savings and future investment plans to ensure quality service delivery is maintained, future financial risks are taken into account and funding can be directed to priority areas.

	9 Sussex PCC Public Consultation on the Police Precept 2019/20
	9.1 This included a combination of face to face focus groups, surveys at public events, the normal engagement programme, and online polls, including one which is underway* at the time this report was submitted to the P&CP.
	9.2 Focus groups: We held 20 targeted consultation events across Sussex, involving around 300 residents and members of community groups. These provided valuable insight into the concerns of local people about policing in their specific area, while dis...
	9.3 The focus groups helped to measure levels of public confidence in Sussex Police and feelings of safety (see below). Feedback from each discussion was referred to the PCC and to the relevant part of the force.
	9.4 Focus groups were held with residents in:
	9.5 Other focus groups were held with:
	9.6 Rural roundtables – in Billingshurst, one in Battle, and one with the National Farmers Union.
	9.7 Road safety summit - A webcast road safety summit in Chichester in November involved the Safer Sussex Roads Partnership and West Sussex County Council.
	9.8 Working with local councils:  The PCC’s office works closely with all levels of local government including Surrey and Sussex Association of Local Councils (SALC), and invites representatives to participate in all consultation events.  An officer f...
	9.9 Talk Sussex summer engagement: During summer 2019 the OPCC attended nine Talk Sussex events across the county. At these events there was face- to-face engagement with a total of 3,246 residents completing survey forms. The events were attended by ...
	9.10 Online polls:  Since summer this year, five polls have been promoted via the PCC’s newsletter and website on themes including road safety, ASB, retail crime and the use of artificial intelligence in policing. Nearly 3000 responses have been recei...
	9.11 Precept proposal following Police grant: The Policing Minister’s statement on the Grant was made on Wednesday 22nd January announcing a welcome overall rise in police funding that was contingent on all PCCs making full use of the flexibility to r...
	9.12 The PCC proposed a £10 increase and issued press and social media statements welcoming the funding announcement. These statements were shared via email residents via partners to invite people to have their say in an online poll.
	9.13 The survey was open from 23 January to 30 January 2020 and a total of 6,489 responses were received. 66% of respondents answered ‘Yes’ when asked “Do you support a 20p a week (average) increase in your police precept?” with the remaining 34% of r...
	9.14 To account for any possible duplicate responses, a random 20% of the sample was analysed. Of these 1297 responses, 68% answered ‘Yes’ they support an increase in the police precept, with 32% answering ‘No’. This is in line with the overall findings.

	10 Revenue Budget 2019/20
	10.1 Throughout the year, the PCC closely scrutinises the spending of the precept, delivery of the policing investment and performance. Scrutiny has been through a variety of public facing Performance and Accountability meetings, monthly Local Policin...
	10.2 The PCC reviews and publishes the overall police fund revenue and capital budget monitoring during the year and approves revisions to those budgets in line with the Financial Regulations, these reviews and decisions are then noted as key decision...
	10.3 The revenue and capital monitoring forecast as at 30 November 2019 was as follows:
	10.4 The Revenue and Capital Monitoring Update 2019/20 for the 8 months to 30 November 2019 show the Chief Constable’s budget is forecasting a £2.3m shortfall as at November 2019. However, after the use of transition reserve money to cover the timing ...
	10.5 Major elements of the financial pressures are as a result of planned decisions and investment in key service priorities, which would be supported by the one off use of the above reserve. These pressures include:
	10.6 In the event of a revenue underspend or over spend position at the end of the year the sum will be transferred to/from reserves in accordance with the reserves policy and PCC approval.  An underspend would then be available to support the ongoing...

	11 Revenue Budget Summary 2020/21
	11.1 A summary of the 2020/21 Net Revenue Budget follows:
	11.2 The budget for the Chief Constable provides for all day to day operational policing activities.  The budget for the Police and Crime Commissioner includes running costs of the Office of the Police and Crime Commissioner, community safety, victim ...
	11.3 The 'Office of the PCC’ includes salary and associated costs of the PCC, Chief Executive, Chief Finance Officer and any other staff employed to support the PCC as well as office-running costs. It also includes other statutory local policing body ...
	11.4 The 2016 HMIC Value for Money profiles highlighted that in 2016/17 the PCC’s budget was the 6th lowest per head of population of the policing bodies in England and Wales. HMIC no longer collects and compares that information.
	11.5 Further details of the work that the team carries out to support the PCC and the corporation sole can be found on the Sussex Police and Crime Commissioners website at this link.
	Community Safety
	11.6 The PCC continues to support Community Safety initiatives and Community Safety Partnerships (CSP) through the Community Safety Budget. It is planned that the current total allocation will remain over the period of the MTFS.
	11.7 The budget also includes the Safer in Sussex Community Fund that provides financial support to local community groups, voluntary and third-sector organisations that are working to reduce crime, improve community safety and help people recover fro...
	Victim Services and Restorative Justice
	11.8 The Ministry of Justice allocates a grant to the PCC to spend on victim services and child sexual abuse services. The grant is allocated between PCCs on the basis of population. A total grant of £1.992m has been allocated to Sussex in respect of ...
	11.9 We make the assumptions that future grant settlements will continue and not impact on the precept decision.
	11.10 A further £0.513m has been allocated to the Victims budget to meet the costs of rising demand for stalking advocacy, support for victims of domestic and sexual abuse.
	11.11 An additional £1m central fund has been allocated for recruiting more Independent Sexual Violence Advisers and Sussex will apply for a share of that fund.
	Home Office’s Early Intervention Youth Fund (EIYF)
	11.12 The Sussex PCC was one of nineteen to be successful in being awarded additional funding from the Home Office’s Early Intervention Youth Fund (EIYF). The Home Office EIYF totalling £22M originated from one of the sixty commitments outlined in the...
	11.13 REBOOT is a programme targeted at young people who are at risk of the drivers of serious violence, encouraging them to make positive choices to deter them from becoming involved in crime. It brings together multiple partners which include the Yo...
	11.14 The programme takes a strengths-based approach, focusing on the positive aspects of young people’s lives as opposed to the negatives. Coaches will work with young people in creating a personalised plan which emphasises their strengths and suppor...
	11.15 Funding for the programme will end on 31 March 2020. Budget resources have been allocated so that the programme can continue.
	Provisions, Treasury and Reserves
	11.16 Financial provisions include the revenue and financing costs of the capital programme, interest receivable on cash balances and the pay and price contingency.
	11.17 Investment and borrowing are managed via the PCC’s Treasury Management Strategy which is approved annually in March following a review by the Joint Audit Committee.
	11.18 The PCC is responsible for the management of all reserves and the reserves strategy has been explained later in this report.

	12 Capital & Investment Programme 2020/21
	12.1 Capital and investment expenditure of £15.2m in 2020/21 to be financed by a combination of government grant, capital receipts and reserve transfers.
	12.2 The following table summarises the capital programme 2020/21:
	12.3 Key areas to note in the programme are:
	12.4 The funding for the programme is summarised in the table below.
	12.5 Developer Contributions
	12.6 Budget planning recognises the impact that the creation of new homes within Sussex will have on policing and the PCC recognises the importance of seeking appropriate funds to support the operational budget of Sussex Police.
	12.7 New properties and a growing population has a demonstrable impact on policing, in the same way it does on education, health and library services, for example. Developers are frequently required to contribute towards community and social infrastru...
	12.8 In consultation with each Sussex Local Planning Authority we have sought contributions via Section 106 agreements and the Community Infrastructure Levy towards new policing capital infrastructure relating to housing development.
	12.9 At the present time the PCC has agreements totalling £1.75m which will be invested into new communities to fund infrastructure to support policing. They include various estate projects (improvements to existing police stations or relocations), Au...
	12.10 As at December 2019, a further £0.690 million applications submitted by the PCC were awaiting a decision by the planning authorities.
	12.11 The PCC is also actively seeking new opportunities through the Community Instructure Levy (CIL) process to help deliver infrastructure to support policing requirements.

	13 Reserves 2020/21
	13.1 Revenue and Capital Reserves are an important resource for day to day as well as medium term financial planning despite being one-off in nature. The Chartered Institute of Public Finance and Accountancy consider that PCCs should establish reserve...
	13.2 The requirement for financial reserves is acknowledged in statute. Sections 31A, 32, 42A and 43 of the Local Government Finance Act 1992 require billing and precepting authorities in England and Wales to have regard to the level of reserves neede...
	13.3 The PCC’s reserves policy is set out in Appendix D and is subject to regular review.
	13.4 A full analysis of the PCC’s revenue reserves and their planned use in 2020/21 taking into account the proposals outlined is set out in the following table:
	Funding for planned expenditure on projects and programmes over the period of the current MTFS:
	13.5 The Capital and Investments Reserve is used to support planned one-off and non-recurring expenditure of a capital or revenue nature in line with investment and replacement plans included within the MTFS. This is dependent on the financing require...
	13.6 The Delegated Budget Holder Reserve holds a proportion of balances that have arisen from underspend on the annual revenue budget.
	13.7 Under-spend transfers to the Delegated Budget Holder Reserve (DBHR) are agreed annually with the PCC as part of the final outturn and movements in year are agreed by exception.  This reserve is then available to support the change programme.  The...
	13.8 Previously the DBHR has been used to earmark funds related to the National Barrier Asset and Local Authority partner initiatives such as under-age drinking as well as internal earmarked purposes such as adjusted timing of major projects including...
	13.9 The Capital Receipts Reserve contains receipts from the sale of assets which can be used to finance future capital expenditure. The Capital Receipts received in-year will be applied to fund capital expenditure in year.
	13.10 The Local Policing Transition Support Reserve was created to support a longer phasing of reductions in local policing police officer posts.
	13.11 The Local Policing Transition Support Reserve was introduced in the September 2017 revision of the MTFS.  It was created following the mid-year Balance Sheet review to reallocate £15m of existing earmarked reserves together with an additional £2...
	13.12 This reserve is being used to manage a balanced budget over the next four years as well as for the Capital & Investment Plan with a retained balance each year. The Chief Constable will manage the use of this resource to support local policing un...
	13.13 The Private Finance Initiative (PFI) Reserve is maintained to meet future contractual contributions of the custody PFI scheme. Following a comprehensive review of the contract the earmarked reserve was reduced and the remaining balance was earma...
	Funding for specific projects and programmes beyond the current MTFS planning period:
	13.14 The Asset Seizure Reserve holds the balance of income received from the Home Office in respect of the Proceeds of Crime Act (POCA).  These monies are to be used during the year following receipt in accordance with Home Office guidance subject to...
	13.15 The reserve is reviewed on an annual basis but is currently expected to remain at £0.4m for the period of the MTFS.
	13.16 The Sussex Safer Roads Partnership (SSRP) Reserve is where the PCC holds the balance of any SSRP under-spend amounts on behalf of the SSRP partnership as ring-fenced funding.  The movements are based on the latest SSRP strategy plans approved by...
	13.17 The SSRP was established by Agreement in 2007 and includes Sussex Police, Brighton and Hove City Council, East Sussex County Council, East Sussex Fire and Rescue Service, Highways England and West Sussex County Council (including West Sussex Fir...
	13.18 The SSRP Board of Directors represents all partners and provides officer lead and political oversight on the joint objectives of the partnership, its policy and budget including an agreed joint programme. The PCC for Sussex holds an SSRP Reserve...
	13.19 This reserve is reviewed regularly by the SSRP Board who approve movement to and from the reserve.  It also reviewed annually by Sussex Police to ensure it is maintained appropriately and in line with SSRP governance arrangements.
	13.20 General contingency or resource to meet other expenditure needs held in accordance with sound principles of good financial management:
	13.21 The Insurance Reserve is maintained for potential liabilities and costs which fall onto the PCC where no external insurance cover is arranged by or available to the PCC. Potential liabilities include storm damage, business interruption and claim...
	13.22 It is a requirement that an annual audit of all liabilities relating to the Fund is carried out by an external actuary / firm of actuaries. The last review for Sussex Police was completed by the actuary firm Marsh based on data to 31 March 2018 ...
	13.23 The review concluded that the balance of the reserve of £4.29m along with a separate provision for £3.15m on the balance sheet is adequate.
	13.24 A further risk assessment review of the Insurance Reserve will be undertaken during 2019/20 with a view to ensuring the reserve and provision levels are appropriate and based on the latest estimates.
	13.25 The General Reserves reserve is set aside for unexpected events or emergencies and provides a working cash balance to help with the impact of uneven cash flows and avoid unnecessary temporary borrowing.
	13.26 The General Reserve at 1 April 2019 was £10.8m.  The reserves policy principle is to maintain the general reserve at a minimum of 4% of Net Revenue Expenditure.  As at 31 March 2020 the balance is estimated to be £12.4m which equates to 4.0%.
	13.27 The September 2017 review of reserves considered the adequacy and need of the separate £2.5m operational reserve in addition to the General Reserve. It recommended that the £2.5m operational reserve could be incorporated within the existing Gene...

	14 Adequacy of Reserves and Robustness of Budget Estimates
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