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Executive Summary

1.1. The new Police and Crime Plan was launched on 7 December 2016.
The budget proposed is designed to support the priorities of the Plan to
help ensure that Hampshire, the Isle of Wight, Portsmouth and
Southampton are amongst the safest place to live, work and visit, so that
people are empowered to realise their life opportunities.
1.2. The Police and Crime Plan starts with the community and includes four
pillars:
 Championing Community Needs
 Strengthen Partnerships
 Enabling Operationally Effective Policing
 Reduce Offending
1.3. Within the Police and Crime Plan, the Police and Crime Commissioner
has highlighted the need to ensure that sufficient funding is in place to
deliver policing and commissioning objectives.
1.4. The precept decision for 2017/18 needs to take into account both the
immediate and medium term resourcing requirements that enable
Hampshire, the Isle of Wight, Southampton and Portsmouth to be safer
now and in the future. This report presents the forward budget for
2017/18 and the Medium Term Financial Strategy (MTFS) for the five
year period 2016/17 to 2020/21 based upon current guidance and
assumptions.
1.5. The Government has assumed that PCC’s will ‘maximise’ precept levels
within the referendum limit set in order to deliver the Government’s
pledge that national police service funding levels will be protected in real
terms when local funding is taken into account.
1.6. As the PCC for Hampshire has one of the ten lowest precepts in
England, the expectation is that the PCC for Hampshire will increase the
precept by £5 on Band D, which equates to 3.12%.
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1.7. Based on this and other assumptions set out in this report that would still
leave a projected funding shortfall in 2020/21 of £23m per annum. The
Force Development Programme currently has projects identified and in
delivery to achieve efficiency savings of £10m per annum.
1.8. The police funding formula, used to share police grant between PCCs is
currently under review. The Police and Crime Commissioner and Chief
Constable are making representations directly to the Minister and other
stakeholders with a view to gaining a greater and fairer share of police
grant funding for Hampshire, the Isle of Wight, Portsmouth and
Southampton.
1.9. Hampshire Constabulary has identified £10m of further efficiencies,
leaving a shortfall of £13m in 2021. If this is not addressed through
national funding, the force would have to embark on further cost
reductions that potentially increases risk to the public to levels that the
force believes are unsustainable. Analysis of demand, and a threat
assessment and direction in the 2025 National Policing Vision that
crimes such as child sexual exploitation and terrorism must be
prioritised, means that resources would need to be re-prioritised from
rural areas. Recent experience also suggests the risk associated with
cost reductions beyond £10m is unlikely to pass the scrutiny of national
inspection that looks at all forces with equal eyes irrespective of financial
position.
1.10. Her Majesty’s Inspectorate of Constabulary (HMIC) has rated the force
as ‘good’ for efficiency and legitimacy, but the review of effectiveness is
not yet reported. The HMIC Value for Money Profile shows Hampshire
Constabulary as having the 2nd lowest cost per head of population and a
case load per officer significantly above the average. After adjusting for
different population levels, HMIC estimate that Hampshire Constabulary
spends £44.8m less per annum than the average of forces nationally.
1.11. In the medium term, the estimated budget shortfall by 2020/21 is £33m if
there were no council tax precept increases from 2017/18 onwards. A
1.99% council tax increase each year would reduce the shortfall to £24m
by 2020/21. A £5 Band D increase in precept followed by an annual
1.99% increase would reduce the shortfall to £23m.
1.12. The approval of a 0% precept increase for 2017/18 would result in a
budget shortfall for 2017/18 of £3m. A precept increase of 1.99% would
reduce the shortfall to £1m, but still require a reduction in some policing
levels. An increase of £5 on Band D precept would allow local policing
levels to be maintained and facilitate the increase of firearms officers in
line with national requirements and an increase to investigation
supervisory levels to better match supply with demand, pending the new
Police Investigation Centres.
1.13. The main points to note within the report are:


pay increases restricted to 1% per annum (inflation and other
assumptions are shown at Appendix A)
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the review of the police funding formula for grant will not be implemented
in time for 2017/18, so the Commissioner will continue to receive a
relatively low amount of police general grant funding compared to other
PCCs. The amount received will continue to suffer from the damping that
is in place (Appendix B)



the precept for Hampshire, the Isle of Wight, Portsmouth and
Southampton is one of the lowest amounts in England (Appendix C). As
one of the lowest 10 preceptors in England, the Commissioner will be
permitted to increase the Band D precept by £5. This is the amount that
the Government has built into its spending assumptions



a council tax base increase of 1.55% is included based on initial returns
from billing authorities. The final tax base amounts will be applied when
the final returns are received from billing authorities (Appendix C)



revenue budget pressures and savings have been included within the
2017/18 Budget and Medium Term Financial Strategy (Appendix D)



the capital programme has been updated with known approved schemes
and schemes subject to final business case approval (Appendix E)



reserves are approved for spending or earmarked for specific purposes
in order to deliver the scale of change required to deliver the Police and
Crime Plan (Appendix F)

2.

Contextual Information

2.1. Since 2010/11, savings of £80m per annum have been delivered in order
to balance the budget. Initially savings focused on corporate support
functions, but as most of the budget is used to fund frontline activity,
later savings have had to come from frontline budgets.
2.2. Following representations from PCCs, Chief Constables and others
about the scale of the potential cuts to be imposed, the Chancellor of the
Exchequer announced in the Spending Review and Autumn Statement
on 25 November 2015 that there would be no cuts to policing in real
terms.
2.3. The Home Secretary clarified in her letter to PCCs and Chief Constables
on 25 November that ‘The Chancellor and I have agreed a fair deal for
the police. This settlement gives Chief Constables and Police and Crime
Commissioners immediate certainty that police spending will be
protected in real terms over the Spending Review period, when local
precept income is taken into account…….Total central Government
resource funding to policing, including funding for counter terrorism, will
be reduced by 1.3% in real terms over four years. Taking into account
the scope that you have to raise local council tax, this means a flat real
settlement for policing as a whole.’
2.4. The Annual Budget Statement also states that ‘The government will offer
PCCs greater flexibility in their local funding decisions by rewarding
those areas which have historically kept council tax low. This will allow
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them to raise up to an additional £12 million per year compared to a 2%
annual increase.’
2.5. There was a clear intention set out by the Chancellor of the Exchequer
(at the time) and Home Secretary (now Prime Minister) that police
funding overall should be protected in real terms over the Spending
Review period and in order to achieve this, precept increases would be
necessary.
2.6. These principles have been confirmed for 2017/18 in the Written
Ministerial Statement issued on 15 December 2016. The ten PCCs with
the lowest precept in England are permitted to increase their precept by
up to £5 on Band D council tax precept. This was intended to allow some
PCCs to make progress in equalising council tax levels across England
in advance of the grant funding formula review, which was postponed
until the autumn of 2016. Hampshire is named within the lowest ten
precepts in England. The table below shows the comparison between a
zero increase, a 1.99% increase and a £5 increase in Band D council tax
precept.
Table 1 – Comparison of Band D precept increases
Precept increase

17/18 Band D precept (£)

Total precept (£)

Band D zero%

160.46

107,296,500

Band D 1.99%

163.65

109,429,600

Band D £5

165.46

110,762,200

2.7. The Written Ministerial Statement dated 15 December 2016, states that
“direct resource funding for each PCC, including precept, will be
protected at flat cash levels compared to 2015/16, assuming that precept
income is increased to the maximum amount available in both 2016/17
and 2017/18. No PCC who chooses to maximise precept in both years
will face a reduction in cash funding next year compared to 2015/16”.
2.8. Table 5 of the Police Grant report shows the provisional change in direct
resource funding available for PCCs. This table, produced by
Government assumes that precept increases for 2017/18 are
maximised, which means that it is assumed by Government that the
PCC Hampshire will increase precept by £5 on Band D (3.1%).
2.9. The information provided by Government very clearly states that
‘policing as a whole’ will be protected in real terms. If police funding is
‘top-sliced’ to fund central programmes and costs the amount that
remains to be distributed to PCCs locally via the funding formula can still
reduce. In her speech at the Policing Reform Summit on 8 December
2015, the Home Secretary stated that PCCs and Chief Constables would
still need to make savings each year.
2.10. Final revenue grant settlement figures for 2017/18 will be announced in
2017 after the provisional amounts announced on 15 December have

4

Agenda item: 8
been subject to consultation, but based on previous precedent, the
amounts are unlikely to change.
2.11. Her Majesty’s Inspectorate of Constabulary (HMIC) carried out a PEEL
Efficiency Assessment within the Force in 2016. The overall rating
received was ‘Good’, however, it was noted that in respect of financial
stability some aspects of the approach were found to be outstanding.
2.12. The HMIC Value for Money (VfM) Profile 2016 shows that Hampshire
Constabulary has the second lowest cost per head of population in
England and Wales. This is as a result of a combination of the level of
policing grant received and the current Band D precept rate. The
calculation performed by HMIC shows that Hampshire receives
proportionately £44.8m per annum less than the ‘average’ force in
England and Wales.
3.

Government Grant

3.1. For 2017/18 and beyond, the revenue grant has been forecasted to
reduce by 1.3% per annum in cash terms for PCC’s in line with previous
Government announcements for the spending review period. The
assumptions used to forecast the Medium Term Financial Strategy are
shown at appendix A. For 2017/18 the grant reduction has been
confirmed at 1.3% which equates to £2.380m for Hampshire.
3.2. Hampshire Constabulary is currently in receipt of Council Tax Freeze
Grant relating to 2011/12 of £2.520m. Although this grant had never
been permanent, it will remain until 2018/19, following the review of the
Police Funding Formula. Council tax benefit grant of £10.424m is also
continued for 2017/18, as expected.
3.3. The amount of grant available to Police and Crime Commissioners is
impacted by top-slicing applied to the funding allocation to policing.
Some of the top-slices such as Police Transformation Fund (£175m),
Special Grant (£50m) could have elements that are returned to
Hampshire. However other top-slices such as Police Technology
Programmes (£417m), PFI funding (£73m), arms length bodies (£54m)
and National and International Capital City grant (£178m) will not. Grants
for counter terrorism are not yet announced but it is expected that
counter-terrorism work will be increasingly nationalised and/or
regionalised, resulting in larger top-slices from local forces.
3.4. The current funding formula for Government Grant has been in place for
a number of years, but has never been fully implemented as floors and
ceiling have been used to damp any changes to individual Police and
Crime Commissioners. This process has the effect of reducing the
amount of funding that Hampshire and the Isle of Wight should receive
according to the agreed funding formula. The amount of funding ‘lost’
when the formula was last run in 2013/14 was £10m pa (appendix B).
The Home Office will not be using the formula until a new formula is
introduced, therefore, the damping ‘loss’ for 2017/18 will not be
published but would equate to circa £9m for 2017/18, having adjusted for
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the overall grant reductions since 2013/14. This has a significant impact
on the budget and the service that can be provided.
3.5. During 2015/16, the Government undertook consultation on the funding
formula for the Police Grant. Due to issues relating to the quality of data
available to populate the proposed new model, the Home Office decided
to delay any changes to the formula and further work will be carried out
in 2016/17 with the aim of the Minister agreeing a new formula by
February 2017. Thus, it is highly unlikely that any new formula will be
applied for 2017/18 as provisional settlement figures have already been
issued for 2017/18 on 15 December 2016.
3.6. The Police and Crime Commissioner and Chief Constable are making
representations to the Minister with a view to achieving a fairer
settlement for Hampshire, the Isle of Wight, Portsmouth and
Southampton.
3.7. There is a risk that the new formula could adversely affect the amount of
grant received locally. Should this happen, reserves would have to be
diverted to balance the budget until savings could be made to cover the
reduction in the long term. However, given the current grant funding
levels received, it is possible that an increase in grant could be received
from 2018/19 onwards from any change to the formula.
3.8. The Police and Crime Commissioner will receive council tax support
grant again of £10.424m, which is equivalent to 10% of the council tax
precept in 2012/13, to reduce the impact of the loss of council tax
precept expected from lower council tax bases as a result of the
changes to council tax support made in 2013/14. Decisions taken by
local billing authorities regarding council tax support has a direct impact
on the council tax base, and therefore on the amount of precept that the
Police and Crime Commissioner will receive.
4.

Council Tax Precept

4.1. Each year the Government sets a referendum limit. Any precept
increase above the referendum limit is deemed by the Government to be
excessive and therefore a public referendum vote, within the area
covered by the proposed increase, is required to take place to gain
approval. Any increase within the referendum limit is deemed to not be
excessive. Since 2013/14, precept increases have been approved at the
maximum amount permitted within the referendum limit. This has
reduced the impact of the grant reductions, although significant savings
have still been required.
4.2. The current Band D council tax precept for Hampshire Constabulary is
£160.46, which is the 10th lowest in the country. As such, the Police and
Crime Commissioner is permitted to increase council tax precept by up
to £5 on Band D precept, equivalent to 3.1% in 2017/18.
4.3. In 2016/17, when the same discretion was given to the ten Police and
Crime Commissioners with the lowest precepts, nine out of the ten
Police and Crime Commissioners with this allowance increased by more
6
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than the standard 1.99% limit for 2016/17. A chart of English police
bodies’ 2016/17 band D council tax rates is shown in Appendix C.
4.4. Appendix C also shows the current overall estimated taxbase using
estimated taxbases submitted by each of the billing authorities. These
may be amended by billing authorities up until the end of January.
5.

Medium Term Financial Strategy (MTFS) 2016/17 and Future Years

5.1. The MTFS for 2016/17 to 2020/21 is shown at Appendix D of this report.
It provides a forecast of the financial position over the next four years,
plus a stronger indication of the position for the 2017/18 budget. The
future years’ forecast can be used to assist in the decision making for
the 2017/18 budget and other processes during the year. It should be
remembered that a decision on precept for one year will have an impact
on the ability to raise precept in future years as referendum limits are
based on relative increases. Therefore any precept decision should be
taken on a strategic medium term basis.
5.2. No detailed information is currently available on the budget settlement
for beyond 2017/18, therefore, estimates have been included within the
projections based on previous Government statements and proposed
allocations to the Home Office by the Treasury.
5.3. Inflation has been included where necessary for contract spend and
other areas where inflationary increases are expected to be unavoidable.
Budgeted employees, pension contribution rates and inflation have been
included in Appendix A. In some cases such as electricity, inflation
factors will be known as they are included within multi-year contracts. In
most cases inflation is unknown. A default rate of 2.0% has been used
where inflation is unknown, in line with the Bank of England target rate of
2%.
5.4. The current value of sterling does have the potential to increase inflation
for items procured from foreign countries, most notably technology
solutions from the USA. Therefore, additional budgetary pressure could
be caused by inflation.
5.5. Officer and staff pay awards for September 2016 were agreed at 1%, as
expected. For September 2017, a further 1% increase has been included
for both officers and staff, however this will be subject to agreement
between employers and the staff associations.
5.6. The Bear Scotland ruling in December 2015 gives entitlement to all staff
and officers who work overtime or call out on a regular basis to have this
included in holiday pay. The details of this are still being discussed,
however it is estimated that it will cost the Constabulary around £0.422m
per year. This has been incorporated into the budget from 2017/18.
5.7. Given the current situation nationally with pension scheme shortfalls, it is
anticipated that there will be increases in the employers’ contributions.
Details are still emerging, but it is expected that police staff employers
contribution rates will increase each year from 13.1% in 2016/17 to
14.1% in 2017/18 to 15.1% in 2018/19 and to 16.1% in 2019/20. Over
7
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the same period police staff pension lump sum contributions will
increase from £4.752m in 2016/17 to £5.170m in 2017/18 to £5.625m in
2018/19 and £6.120m in 2019/20. These are shown in the assumptions
in appendix A.
5.8. A further increase of £1m is included in 2019/20 for police officer
pensions as that is likely to be the effective year change of police officer
contribution rates, but there is no information as to the likely amount.
5.9. Details relating to the Apprenticeship Levy are also emerging. The cost
of the levy is included within the forecast as the arrangements for the
payment of the levy are now clear. Work is in progress to create
apprenticeship programmes that will allow police forces to access the
levy funding to pay for training for police officer and police staff posts. It
is possible that the force may be able to use funding received via the
levy to pay for or reduce current costs in Learning and Development.
5.10. The MTFS at appendix D shows an estimated budget shortfall of £33m
by 2020/21 assuming no council tax precept increases from 2017/18
onwards. A 1.99% council tax increase each year would reduce the
shortfall to £24m by 2020/21. A £5 increase in precept followed by an
annual 1.99% increase would reduce the shortfall to £23m. The positions
are summarised in table 2 below.
Table 2 – Medium Term Financial Strategy Shortfall/(Surplus)
Annual increase in council
tax precept

17/18

18/19

19/20

20/21

£m

£m

£m

£m

0% per annum

3

15

25

33

1.99% per annum

1

11

18

24

£5 in 17/18, then 1.99%pa

0

10

17

23

5.11. The Force Development Programme was set up to identify and deliver
the changes necessary to make efficiencies over the years to 2020/21.
The Force Development Team will identify opportunities for efficiencies
across the Constabulary to meet the funding gap and also to improve
services and reinvest in priority areas where possible.
5.12. The work with external consultancy and demand mapping professionals
has workstreams in place to deliver efficiency savings of £10m by
2020/21. The profile for these savings is not yet agreed, but savings are
expected to be incorporated in budgets from 2018/19 onwards.
5.13. It is inevitable that savings of this magnitude will require a reduction in
workforce numbers as most of the budget is spent on people. Where the
savings involve reductions in staff and officer numbers, work will be
undertaken by HR and Finance, in line with the Workforce Strategy, to
ensure that timescales are realistic and target establishment levels are
built into the forecast for future years.
8
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5.14. The savings included within the efficiency column in Appendix D
comprise of:


Roads Policing Unit (-£0.542m)
Reduction in Roads Policing Unit costs due to changes in shift patterns
that better align service levels with demand.



National Police Air Service (NPAS) collaboration savings (-£0.203m)
Savings as a result of reduced usage.



Zero Based Budget Exercise (-1.697m)
Detailed analysis of budgets to remove efficiencies where more
efficiencies have been identified, primarily through the absorption of
inflation costs.

5.15. The items included within the growth and budget pressures column in
Appendix D comprise of:


Firearms uplift (£0.755m). A national review of the response to counterterrorism has recommended an increase in firearms capacity in order to
provide increased protection and response in the event that such a
response is required locally or somewhere in the UK. This will deliver
added security and capability but there is no specific additional threat
or risk to the Hampshire, Isle of Wight, Portsmouth and Southampton
area. The strategic decision to move to the new national standard has
already been made and agreed nationally.



Police Investigation Centre (PIC) uplift (£1.349m). An increase of 3
Detective Inspectors, 9 Police Sgts and 11 Detective Sgts within the
PIC Investigations teams to deal with the number of crimes allocated to
Investigations, which is now higher than originally envisaged within the
Operational Change Programme. The additional resource will provide a
better match of supply to demand and thus improve the service to the
public. The position will be reviewed when the new Police Investigation
Centres are operational as this will bring efficiencies, particularly in
terms of supervision levels.



Response and Patrol make significant use of mobile technology to be
able to work in the communities that they serve. The tablets deployed
across Response and Patrol are over 3 years old and past their
extended useful life. Spare parts can no longer be sourced.
Replacement of the existing tablets with new laptops (£0.529m) will
increase productivity due to a reduction in device related issues and
increased functionality, providing a more robust and reliable tool for
frontline response officers.



Vetting (£0.098m). Increases in recruiting and the need to comply with
the ‘Raising the Standard’ programme of re-vetting existing personnel
requires an increase in vetting staff. The additional staff will increase
the speed at which vetting applications can be completed and increase
the capacity for re-vetting. This will have benefits in terms of quicker
turnaround times for vetting personnel and contractors, as well as the
added security of a re-vetting programme.
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OPCC staff (£0.747m). Budget to establish existing posts within the
Estates Change Programme that were funded by reserves.

5.16. The MTFS also includes a provision for £2m of additional budget
pressures in each year from 2018/19 as previous experience has shown
that some provision for additional budget pressures, such as the £4m
increase in National Insurance contributions required in 2016/17, needs
to be allowed for within the MTFS planning assumptions. This results in
a budget pressure provision in 2020/21 of £6m.
5.17. The main “other changes” made reflected in the 2017/18 forecast budget
include:


Employees (-£1.534m)
Removal of one off funding for historical abuse enquiries (-£0.500m)
Removal of one off funding for Public Protection (-£0.460m)
Removal of cost of police officer pay scale changes (-£0.550m)
Reduction in average pay due to turnover and recruitment (-£0.539m)
Increase in LGPS lump sum pension contribution (£0.418m)
Increase in LGPS employers’ contribution rate (£0.545m)
Increase on cost for Bear Scotland holiday pay for overtime (£0.422m)



Transport (-£653,000)
Reduction in budget due to a combination of reducing vehicle fuel costs
and more efficient use of vehicles



Service Income (-£0.462m)
Removal of POCA Income not being achieved (£0.370m)
Income from Contact Management partnership work (-£0.411m)
Increase in Firearms Licensing fee income (-£0.104m)



Specific Grant (£0.359m)
Removal of Marine Unit Counter Terrorism Grant (£0.307m)



Premises related (£0.221m)
Business rates (£0.250m)

5.18. Contributions from reserves has increased by 0.439m in 2017/18. This
includes:
Investigator Bonuses from Transformation Reserve (-£0.330m)
Crime Data Integrity Transformation Reserve (-£0.704m)
Reduction in amount transferred from Reserves to fund commissioning
budget and Innovation Fund local contribution (£0.595m).
6.

Capital Programme including Estate Development Programme

6.1. The Capital Programme is set out in appendix E. It includes approved
capital schemes and best estimates for schemes that are still subject to
final business case approval (marked with a ‘#’). The cost of financing
the capital expenditure is included within the revenue budget
calculations for capital financing for approved items.
6.2. The Estates Change Programme is subject to regular review to ensure
that the Estate is fit for purpose. The capital programme includes
10
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provision for £0.5m minor capital works each year. The capital
programme includes potential schemes, subject to business case
approval, to refurbish an operational building in the Winchester area
(£3.7m) in 2017/18 and covert site 1 (£3m) in 2018/19. A business case
will be submitted for each scheme for individual approval.
6.3. As work to improve ICT progresses, a number of new projects and
updates to existing projects have been included. The technology
changes incorporate costs that may be a combination of capital and
revenue but are expected to be predominantly capital so the total cost of
each change is set out below for completeness.
6.4. The replacement of the operating system and upgrade of connections
will ensure that key systems are on a supported and secure platform that
can facilitate the most up to date applications. There is a mandatory
requirement for the desktop operating system (XP) to be replaced (by
Windows 8.1) and further work with the Public Services Network (PSN)
due to the need to connect with the Police National Computer. There has
been a delay in rolling out Windows 8.1 which has a knock-on impact on
dependent projects such as Contact Management Programme. The
estimated cost of completing the upgrades for Windows 8.1 and PSN is
£1.734m for Hampshire, which is an increase of £1.073m against the
current allocation of £0.661m.
6.5. Al Fresco is currently being used to host Hampshire Constabulary’s
external website and various document stores (i.e. HR and firearms
licencing and the force briefings system). The legacy system costs
£0.220m in licences alone and is many versions behind the currently
marketed version, thus not PSN Compliant, and uses a complex set of
technologies requiring specialist IT skillsets to maintain the service.
Thames Valley Police has a similar platform, called LiveLink, which has
similar costs and issues. The opportunity therefore exists to create a
collaborated single, modern enterprise document management system
across both forces. Key benefits of a modern platform include:







Faster discovery and access to key policing information powered
by a rich, fully featured search capability.
Mobile first - key information will be available on all corporate
devices from smartphones to desktop computers and laptops.
Improved collaboration and sharing – modern platforms allow coauthoring of documents simultaneously as well as sharing of
information across forces boundaries.
Improved governance - document version control and audit as
well as automated Management of Police Information controls.
Significant reductions in licence costs – revenue cost reductions
of over 50%

6.6. An industry network standard monitoring and alerting system (£0.104m)
would give warning of pressure points on the network and systems to
allow action to be taken before systems crash. It would also identify
immediately any systems that do crash. The investment will improve
availability of systems and reduce the impact of systems failures on ICT
personnel.
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6.7. The Service Desk is not currently able to cope with demand. The staff
survey shows it as a particular area of concern for users. Service Desk
Co-sourcing (£0.221m) would allow overflow calls, particularly outside
normal office hours, to be dealt with by a third party. That enables a shift
change so that more of the existing service desk staff are at work during
peak demand times, which is normal office hours.
6.8. The provisional funding settlement shows capital grant reducing from
£1.4m in 2016/17 to £1.2m in 2017/18. The programme assumes that
£1.2m will be received each year thereafter, but there is no indicative
information from the Home Office for future capital grant levels.
7.

Reserves and Financial Stability

7.1. The Police and Crime Commissioner continues to use reserves to pay
for the cost of change that is required to meet the financial challenge.
The Home Secretary has made it clear that policing must continue to
reform to make further efficiencies and improvements and that forces will
need to make savings each year. The Force Development Programme
will seek to find further efficiencies to meet that challenge. Reserves also
exist to mitigate the increased risk created by the financial environment,
including potential changes to formula grant.
7.2. The Transformation Reserve funds new initiatives that aim to improve
performance and deliver efficiencies. The Risk Reserve existed to
provide mitigation against any short notice announcements from
Government that could negatively impact on the financial position and to
mitigate against under achievement of savings. The Grant Equalisation
reserve was created to help smooth the impact of potential grant
reductions when policing faced significant grant reductions over a
relatively short time period. The Autumn Statement in 2015 and
subsequent medium term funding announcements from Government
have reduced the risks that the Risk Reserve and Grant Equalisation
were set up to mitigate, so as part of the Budget process, the balances
on the Risk Reserve and Grant Equalisation reserve will be moved to the
Transformation Reserve to provide greater capacity to deliver the reform
necessary to continue to improve effectiveness and efficiency.
7.3. The level of reserves continues to be reviewed by the Police and Crime
Commissioner, Chief Finance Officers and auditors to ensure that
suitable reserves are in place to reduce the risk of the financial
challenges faced, but that reserves are not unnecessarily held to the
extent that is detrimental to current service delivery.
7.4. The reserves include some amounts that are ring-fenced and not
available for use by the Police and Crime Commissioner, for example,
circa £11m of reserves are held on behalf of ACRO. The Reserves
Strategy and Reserves Profile are set out in appendix F. These describe
the purpose of each reserve and current projections on the use of each
reserve.
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8.

Partnerships

8.1. A number of partnerships are supported across the Force. These include
the ACPO Criminal Records Office (ACRO) which is funded by the
Home Office, ACPO, fees and European funding. Staff at ACRO are
officially employed by the Chief Constable. The costs of supporting
ACRO are recharged. In addition, a surety is held in reserves to guard
against any liabilities.
8.2. The budget includes £21.4m for the Joint Operations Unit, £13.4m for
ICT and £1.0m for Information Management which are all collaborated
with Thames Valley Police. The Scientific Services collaborated budget
is £0.7m.
8.3. The budget includes £6.079m for the Shared Services partnership with
Hampshire County Council and Hampshire Fire and Rescue Authority
that provides corporate support services including Finance, HR, the
Integrate Business Centre, Procurement and Facilities Management.
8.4. The budget includes £0.674m for the National Police Air Support (NPAS)
national collaboration. It also includes £2.796m for the South East
Region Organised Crime Unit and £1.484m for South East Counter
Terrorism Unit.
8.5. Less financially significant partnerships exist with the Local Criminal
Justice Board, Youth Offending Team (YOT) and Community Safety
Partnerships.
9.

Consultation

9.1. Public consultation is undertaken on an ongoing basis by the Police and
Crime Commissioner. In addition, specifically in relation to the council
tax precept, consultation is undertaken via an independently facilitated
event and through the website. The results of the consultation are
considered by the Police and Crime Commissioner before deciding the
proposed council tax precept.
9.2. The independently facilitated public consultation exercise was
undertaken on 14 January 2017 in Basingstoke for residents across the
Hampshire Constabulary policing area and a satellite event was held in
Newport for Isle of Wight residents. 75 participants attended the
Basingstoke event and 10 participants attended the event on the Isle of
Wight, representing a full demographic cross section of Hampshire and
Isle of Wight residents. This year there was specific representation from
the Polish community in response to the panel’s recommendations
following the Police and Crime Plan consultation last year. Members of
the Nepali community also accepted an invitation to attend but were
unfortunately not able to attend on the day.
9.3. In the morning session, presentations were given by the Police and
Crime Commissioner, Chief Constable and Chief Finance Officers for the
PCC and for the Constabulary on the budget to all attendees. These
presentations set the context around the proposed increase in policing
precept giving a detailed background to the budget, how the budget is
13
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spent and the impact of a £5 increase in the precept per year in Council
Tax for a Band D household. The presentations were live streamed to
the Isle of Wight. The presentations were followed by eight focus groups,
including one in the Isle of Wight, to allow attendees to give more
detailed thoughts on the proposals.
9.4. During the day, two polls were conducted to gauge the attendees’ initial
thoughts and one following the presentations to gauge more informed
views. The initial response to the question was:
Table 3 – Initial response to “Do you agree we should increase the
precept by £5 per year?”
Initial Responses
Percent

Count

YES

42.86%

27

NO

34.92%

22

DON’T
KNOW

22.22%

14

Totals

100%

63

9.5. Having understood the context as a result of the presentations in the
morning, the public were far more accepting of the planned £5 increase.
Table 4 – Considered response to “Do you agree we should
increase the precept by £5 per year?”
Considered Responses
Percent

Count

YES

66.67%

42

NO

22.22%

14

DON’T
KNOW

11.11%

7

Totals

100%

63

9.6. In support of the online survey and qualitative consultation, careful
explanation, communication and accurate media coverage has
explained how the budget is spent and the justification for the proposals
to increase the precept. Further media work is scheduled for Wednesday
18 January 2017, with presentations from the Commissioner and Chief
Constable and media interviews to further explain the financial context of
the funding formula and the impact on policing to enable the public to
understand and make an informed decision on what they are prepared to
pay. Effective communication is essential given the majority of the public
14
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generally will not have as much time to digest this information as the
group that took part in the deliberation day.
9.7. The online budget survey was placed on the Police and Crime
Commissioner’s website in December 2016, supported with a social
media campaign. On 4 January 2017, the survey was issued through
Hampshire Alerts, reaching over 20,000 residents in the Hampshire
Constabulary policing area, and more widely promoted to stakeholders
and through local print and broadcast media. As of Monday 16 January
over 2600 responses have been received. Headline figures at this stage
show support for the precept to be increased to £5 per year, with (81%)
in agreement who answered the question. A large majority of
respondents to the question (77%) also agreed to an increase of more
than £5 in future years
10. Risks
10.1. Plans are already in place through the Force Development Programme
to make further savings due to expected further reductions in
Government grant. There is a risk that increases in top-slices, reductions
in grant, inflation or new additional expenditure will be greater than
forecast, hence further savings could be required. The position will
continue to be closely monitored and, if required, reserves could provide
some one-off assistance to allow time for changes to be implemented.
10.2. There is also a risk that some activities and funding could be moved to a
regional or national basis that would remove funding for Hampshire and
the Isle of Wight. No adjustments have been made to reflect that risk, so
it is currently assumed that any loss of funding will be matched by a
reduction in responsibilities that would also be transferred elsewhere.
However, there could be a risk that the removal of funding causes a
financial difficulty that needs to be managed locally. Reserves could be
used to assist with mitigating these types of risks.
10.3. Assumptions for inflation are included but there is a risk that macroeconomic factors, such as sterling currency value changes, could add
additional budget pressure on costs, in particular, technology related
costs purchased from overseas suppliers. The £2m annual provision for
budget pressures from 2018/19 onwards could provide some mitigation
for this risk.
10.4. Council tax bases and collection funds information will be updated as
other authorities release information. The estimates could change but
the estimates have been subject to review by billing authorities so there
should not be a material variance.
10.5. There is a risk that the review of the police grant funding formula could
produce an adverse outcome. This risk is assessed as low due to the
relatively low amount of funding received via the current methodology.
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11. Recommendations
11.1. It is recommended that the Police and Crime Panel support the
proposed increase of £5 per annum for Band D properties (3.12%) which
is equivalent to 42p per month or 10p per week.
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Appendix A
Inflation and Assumptions

Employees (FTEs)
Officers
Staff
PCSOs
Total

2016/17
2,872.43
1,811.48
341.00
5,024.91

2017/18
2,872.43
1,811.48
341.00
5,024.91

2018/19
2,872.43
1,811.48
341.00
5,024.91

2019/20
2,872.43
1,811.48
341.00
5,024.91

Sept
2016
1.00%
1.00%

Sept
2017
1.00%
1.00%

Sept
2018
1.00%
1.00%

Sept
2019
1.00%
1.00%

National Insurance
Employers’ contribution

2016/17
13.80%

2017/18
13.80%

2018/19
13.80%

2019/20
13.80%

Pensions
Actual rate if in scheme:
Officers
Staff including PCSOs

2016/17

2017/18

2018/19

2019/20

Basic Pay
Officer pay
Staff pay

24.20%
14.10%

24.20%
15.10%

24.20%
16.10%

Budgeted rate (based on scheme membership)
Officers
22.91%
22.91%
Staff
11.96%
12.88%
PCSOs
12.28%
13.21%

22.91%
13.79%
14.15%

22.91%
14.70%
15.09%

Police staff lump sum (£)

24.20%
13.10%

4,751,900 5,179,100 5,625,000 6,120,100

Government Grant
Grant Reduction

2016/17
1.3%

2017/18
1.3%

2018/19
1.3%

2019/20
1.3%

Non-pay
Gas
Electricity
Business Rates
Cleaning (living wage)
Building Maintenance
Vehicle fuel
Grants
Other

2016/17
2.50%
2.50%
1.90%
4.00%
15.00%
2.50%
0.00%
2.00%

2017/18
2.50%
2.50%
1.90%
3.00%
5.00%
5.00%
0.00%
2.00%

2018/19
2.50%
2.50%
1.90%
3.00%
5.00%
5.00%
0.00%
2.00%

2019/20
2.50%
2.50%
1.90%
3.00%
5.00%
5.00%
0.00%
2.00%
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Appendix B
Damping adjustments for policing bodies 2013/14
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Appendix C
Council Tax Precept 2017/18

Please note that the information above is based on estimates from each
billing authority. This table will be updated when final taxbase
confirmations are received from billing authorities.
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Appendix D
Budget 2016/17 and Medium Term Financial Strategy
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Appendix E
Capital Programme
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Appendix F
Reserves Strategy
Background
The Chief Finance Officers have a responsibility to ensure that the level of
reserves maintained is sufficient. The Police Reform and Social Responsibility
Act 2011 states that only the Police and Crime Commissioner, and not the
Chief Constable, is permitted to hold reserves. In Hampshire, it was agreed
that this would continue to be the case after the Stage 2 transfer in May 2014.
The Chartered Institute of Public Finance and Accountancy (CIPFA) produces
guidance on reserves, but the exact level of reserves to be held is left as a
local decision due to the need to reflect individual circumstances. Whilst there
are no firm requirements on the amount, it is clear that reserves must be held
to ensure that the organisation is able to meet any unexpected liabilities.
CIPFA warned that the use of reserves to deal with shortfalls in day-to-day
spending would be a “recipe for significant financial problems”.
Reserves required for accounting purposes only are not covered by this
strategy as they are not optional and follow proper accounting practices.
The level of reserves held is audited annually by the external auditors,
currently Ernst & Young LLP.
Matters for consideration in assessing the level of reserves
The current financial climate has resulted in the Government introducing a
programme of austerity measures that has reduced the amount of funding
made available to many public sector organisations, including the police
service. There have also been other changes as a result of the Winsor Review
of police terms and conditions and changes to pension arrangements as a
result of the Hutton Review. Other Government fiscal policy decisions such as
the increase in employers’ national insurance contributions will have a
significant impact on costs. Some of the changes made have to be
implemented at relatively short notice. Therefore, the austerity programme
and the resulting changes create an increased risk to financial stability which
will naturally require an increase in reserves to reflect this risk. However, the
Spending Review 2015 announcement from the Chancellor of Exchequer
potentially reduces further risks as policing as a whole will be protected in real
terms. The provisional funding settlement in 2017/18 is in line with indications
given by the Spending Review 2015 which increases confidence in the
medium term financial position. However, the Home Secretary has confirmed
that local PCCs will need to deliver savings still each year as more funding for
policing will be top-sliced for national initiatives and the formula for distributing
police grant is being reviewed by the Minister with a view to announcing a new
formula grant model in February 2017. The level of reserves required to be
retained due to risk will be reviewed as these issues are clarified, but the
increased confidence in the medium term position has allowed the Police and
Crime Commissioner to close the Risk Reserve and Grant Equalisation
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Reserve to make that funding available to the Transformation Reserve to
facilitate the delivery of programmes that will improve effectiveness and
efficiency.
Current reserves and levels
The General Reserve has been set at a minimum target balance of £4.500m,
with an additional £1.000m added to the target (to make £5.500m) due to
inherent risks associated with the austerity period. The balance on the
General Reserve as at 31 March 2016 was £17.513m but much of this has
been committed elsewhere resulting in a planned balance of £8.214m by
March 2017 and £7.053m by March 2020.
The financial challenges are requiring the Constabulary to implement
transformational change. These changes require additional investment to
cover significant one-off costs such as the cost of redundancies, investment in
infrastructure, investment in technology and project costs. The Transformation
Reserve was created to fund the costs required. The Transformation Reserve
had a balance of £27.667m as at 31 March 2016, but again this balance is
already committed through approved decisions or earmarked for pending
decisions so that the existing balance is spent by March 2020. The criteria for
accessing the Transformation Reserve ensure that the funding is used to
deliver efficiency savings and/or improve performance. This reserve will be
the major source of funding that will facilitate investments that will enable
services to be enhanced despite the reduction in ongoing funding.
A Risk Reserve was created to guard against the possibility of short notice
reductions in funding and/or delays in delivering the savings required to
address the funding reductions. The balance on the Risk Reserve was
£7.662m. This has been transferred to the Transformation Reserve to meet
the cost of change.
The Grant Equalisation reserve was established in 2015/16 at £5.000m to
specifically smooth the difference between funding reductions and the ability
to implement savings programmes. The balance has been transferred to the
Transformation Reserve to meet the cost of change.
An Estate Risk Reserve was created in 2015/16 to provide funding towards
the contingency element of the Estate Change Programme, should it be
required. The balance is £2.750m.
Her Majesty’s Inspectorate of Constabulary has reviewed the Constabulary’s
preparedness for austerity and commented favourably on the approach,
judging the financial planning and position of the Force to be good with some
outstanding elements.
The Police and Crime Commissioner holds some other smaller reserves for
specific purposes. These are the:
 Commissioning Reserve (£0.962m as at 31 March 2016) is used to
support commissioning functions and the Community Safety Fund.
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Equipment Reserve (£1.000m) available to offset the impact of large scale
equipment replacement such as the need to replace body armour when
the warranty for body armour expires. This reserve will be used when
needed and then replenished as the financial position allows.
Performance Reserve (£2.000m as at 31 March 2016) is used to pay for
specific targeted medium term operations such as Cyber Crime
Insurance Reserve (£0.894m) is available to pay for items that are not
covered by the insurance contract. Research and experience has shown
that it is more cost effective to hold a reserve for some things that are low
risk and low probability rather than pay an insurance premium to cover
them. This reserve is expected to be maintained at a similar level.
Laboratory Reserve (£0.103m) is available to pay for renewal of
equipment as part of a joint scheme with Hampshire County Council. This
reserve will be used periodically and replenished in between.
Capital (Revenue Contributions) Reserve holds funds that have been set
aside from within the annual revenue budget to pay for capital schemes.
This reserve will collect funds on a temporary basis as the funds will
usually then be paid out in the next one or two years to cover the cost of a
capital scheme.

In addition to the reserves set out above, the accounts include earmarked
reserves that are ring fenced for specific purposes and are not available for
other use. These include:
 ACRO Surety (£4.094m) and AVCIS Surety (£0.300m) held to cover any
potential costs to the Chief Constable or Police and Crime Commissioner
should ACRO cease to trade on its current basis.
 other balances of £5.915m held on behalf of ACRO.
 Safer Roads Unit balances ring-fenced to be used on safer roads
initiatives. This funding is planned to be used to replace existing safety
cameras with digital cameras.
 Repairs and Maintenance ring-fenced for essential repairs and
maintenance agreed.
Reserves Position as at March 2020
The Reserves Profile shows that existing planned commitments will result in a
reduction of reserves by March 2020 to £9m which is circa 3% of the annual
revenue budget at that point. This assumes that there are no adverse issues
that impact on the General Reserve.
The use and level of reserves held will be kept under continual review.

25

Reserves Profile

26

