
1 | P a g e  
 

 

 

 

 

  

Medium Term Financial Plan Update Report 
2017/18 - 2019/20 

 

 

 

 



2 | P a g e  
 

MEDIUM TERM FINANCIAL PLAN 2017/18 - 2019/20 

 

1 INTRODUCTION: 

 

1.1 The purpose of this report is to provide an update on the delivery of the Medium Term 
Financial Plan (MTFP) for the period to 2019/20, setting out the Revenue and Capital 
spending plans approved in November 2015, as adjusted to take account of any 
known, significant changes.  The MTFP includes the financial implications of all 
activities for which the Police and Crime Commissioner holds responsibility.  

1.2 The report also provides more detailed context for the 2017/18 budget planning 
process setting out the assumptions made in the MTFP and known budget pressures 
facing the force and the OPCC. 

1.3 Despite successful delivery of significant efficiency savings, the MTFP presented to 
the Police and Crime Panel on 4 November 2015 identified a funding gap of £22.9m, 
based on the assumption that the funding reductions to be announced in the 
Comprehensive Spending Review (CSR) would require major budget reductions in 
the police service. This position was revised following the Chancellor’s 
announcements that police service funding was to be largely protected, with this 
benefit partially offset by some additional specific responsibilities.  Factoring in this 
change, together with an examination of other indicators, the projected funding gap 
for the three years to 2019/20 was revised in July 2016 to £6.7m.  Further analysis 
has now been undertaken to account for emerging pressures, improvements in cost 
control, the implementation of savings and the need to manage reserves. The result 
is an improvement in the overall position, albeit that there are some new one-off 
pressures that must be allowed for that are detailed further in this report. 

1.4 Significant progress has, therefore, been made since the last update report in July 
2016, with an emphasis on identifying and planning the delivery of the savings that 
are required.  We must continue to focus on actual delivery and progress will be 
monitored closely, with any indicated changes incorporated into future MTFP updates 

1.5 The MTFP relies on assumptions and estimates of the impacts of future activities 
and, consequently, there are a number of significant risks associated with this 
planning process.  The main risks are set out within this report and will be kept under 
close review.  

1.6 There remains some uncertainty related to Central Government funding and, 
although certain assurances were included within the March budget (prior to the 
Brexit vote), where the Government again confirmed that Police funding would be 
“cash flat” i.e. assuming a 2% rise in precept, for the remainder of this CSR period, 
this will only be confirmed with the financial settlement for 2017/18 due in late 
December 2016. A review of the police funding formula is also expected to be 
implemented during 2018/19.  

1.7 Following the planned work of the Transformational Change Programme, a further, 
detailed update on the MTFP will be provided during January 2017 at the same time 
that the 2017/18 budget is presented. 

1.8 The opportunity exists, therefore, for significant efficiencies to be delivered over the 
next 3 years - over and above the direct financial requirement for savings and 
allowing for reinvestment into the police service in order that it can better meet the 
challenges faced.   
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2 THE MEDIUM TERM FINANCIAL PLAN: 

2.1 The Medium Term Financial Plan (MTFP) is created to allow Staffordshire Police and 
other agencies to support delivery of the Commissioner’s Safer, Fairer, United 
Communities strategy – it sets out both the funding available and forecasts of the 
spending required.   

2.2 In order to ensure more effective and efficient working in Staffordshire Police and to 
build upon the lessons learned from previous prototype work in Cannock, the 
Transformational Change Programme has been set up to direct and deliver a range 
of activities.  The costs of this programme over three financial years, are £4.2 million 
and will be met through the Reshaping the Future reserve set aside specifically for 
this purpose.   

2.3 In addition, the MTFP takes account of establishment changes and recruitment and 
succession plans developed by the Human Resources Department. The specific 
impacts of transformation on staff numbers and mix will be included as they become 
more certain. 

2.4 The current funding gap on operational activities, after allowing for savings already 
delivered, is estimated to have reduced to £600,000 by 2019/20.  Certain one-off 
future liabilities have also been factored into the MTFP, together with the use of 
those reserves previously set aside to meet them. Total use of reserves over the 
period of this plan is £13.3 million (see section 10) and, where necessary, the need to 
replenish these reserves is factored in to the MTFP.  

2.5 The medium term financial planning process is designed to ensure that this 
projection is: accurate; recalculated as external context changes and is managed 
within the available funding envelope.  In order to deliver this requirement, robust 
financial information and analysis is required on: 

 Planned savings: As noted above, the Transformational Change Programme is 
the main vehicle through which savings will be delivered and the robust 
evaluation of all recommended changes is embedded with this process.  This is 
not the only source of savings, however, and all aspects of discretionary spend 
are being considered over the medium term.  For example, new processes for the 
management of overtime and agency staff costs are being rolled out, in order that 
efficiency savings may be obtained from current processes. 

 Pressures:  Within this context, a pressure is defined as an event that is 
unavoidable and will incur additional cost.  This might be a change in 
Government policy that imposes a new obligation, an extraordinary increase in 
inflation on a particular supply or an unexpected increase in demand.  Finance 
colleagues have worked closely to ensure that all known and emerging pressures 
are included within the MTFP although, of course, this will be an ongoing task.  In 
each case, budget holders are required to identify the pressure, why it is arising 
and offer solutions as to their management.   

 Required investment:  In some cases, investment is required in order to realise a 
saving while, in other cases, investment is needed in order to provide an 
improvement in a service and this may be seen as a response to a pressure.  
Wherever an investment is sought, a full business case is required that details 
the value of the investment, the source of funding, the payback period (where 
appropriate) and the risks associated with this action.  This approach facilitates 
robust decision making. 

2.6 Savings plans are being prepared for the 2017/18 budget setting process and their 
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impact will be factored into the budget at a detailed level, in support of clear 
accountability.  

2.7 There are three key budget pressures and investment opportunities currently 
identified in the MTFP. These are: 

 Apprentice Levy £500k – this is a statutory requirement on large employers to 
support the Governments agenda to increase the number of apprentices in the 
workforce. These apprentices will bring increased capacity and capability to the 
force if used well and a plan is being developed to ensure this is the case.  

 Child Sexual Exploitation (CSE) Online Team £344k – with an increase in CSE 
crime there is a need to enhance the workforce in this area to address the 
increased demand. Given Staffordshire Police’s excellent work in this area, this is 
an investment that will bring significant ongoing benefits in addressing an 
abhorrent crime. 

 Control Room £328k – there is a need to correct previous under-investment in 
this service to address peak call times during shifts and when 101 calls are not 
being answered within target timescales. The OPCC had previously this issue 
with the force and it is now recognised that meeting the challenge through 
overtime is not sustainable.  Providing the correct level of resource will allow 
these costs to be partly offset by savings in overtime. 

2.8 There are a number of savings identified to address the funding pressures. These 
are: 

 Increased Income from Police Led Prosecutions totalling £80k – there is increased 
activity in this area resulting in additional revenue.  An expansion of this 
successful approach is being sought through approaches to Government. 

 Reduced Overtime totalling £341k – this is primarily as a result of the growth in 
Control Room and enhanced management of the deployment of officer overtime, 
where improved control of the deployment of overtime is being deployed. 

 Change in Terms & Conditions, Protection and Allowances totalling £850k – 
through nationally and locally implemented changes including the removal of pay 
protection and changes to allowances. 

 Changes to working practices and structures totalling £2,469k – efficiency savings 
delivered through a review of existing working arrangements that allow for the 
greater absorption of activity in other posts. This links with the mobile working 
capabilities that police officers and PCSO’s now have, allowing a job to be seen 
through from start to finish, without being passed from team to team.  

  

3 PLANNING AND FUNDING ASSUMPTIONS 

3.1   The MTFP has been prepared through applying a number of assumptions, as 
detailed below. These are compared with the approach being taken by other public 
sector organisations and take account of both central government guidance and 
economic indicators.  These assumptions will be applied to the budget on an annual 
basis and will change over the term of the MTFP plan. 
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Budget Assumptions 

 

Increases / Decreases 16/17 17/18 18/19 19/20 

Pay Increases +1% +1% +1% +1% 

Increments +1% +1% +1% +1% 

General Price Inflation +0% +0% +0% +0% 

Utilities and Fuel +5% +5% +5% +5% 

     

Income from Charges and Grant Income +1% +1% +1% +1% 

Home Office Grant  -0.6% -0.6% -0.6% -0.6% 

Investment Returns +0.35% +0.35% +0.35% +0.35% 

*Precept 0% +2% +2% +2% 

Council Tax Base +1% +1% +1% +1% 

Other Key Assumptions 16/17 17/18 18/19 19/20 

Police Pension as % of Pay 24.2% 24.2% 24.2% 24.2% 

Staff Pension as % of Pay 15.5% 15.5% 15.5% 15.5% 

National Insurance as % of Pay 13.8% 13.8% 13.8% 13.8% 

Apprentice Levy as % of Pay 0.5% 0.5% 0.5% 0.5% 

 

3.2 The PCC has met his November 2012 Manifesto commitment by determining the 
amount that Staffordshire people pay locally towards policing and community safety 
(OPCC part of annual council tax bill) would be not be increased between 2013/14 
and 2016/17. In light of the Government’s new strategy to shift responsibility for 
funding the Police from national taxation to PCCs raising a bigger proportion of tax 
locally and the need to invest in resilience and reassurance in light of international 
security risks, and growth in combatting abuse of children, the PCC will be consulting 
on raising local tax for policing for each year of his current term. 

      
3.3 A review of the Policing Funding Formula that allocates Government grant to PCCs 

will begin during early 2017, with the twin objectives of delivering a fairer allocation of 
the total funding available across police forces and putting funding on a long-term, 
sustainable footing.  There is no allowance within the MTFP, at this stage, for any 
positive or adverse impact on the funding available to Staffordshire as a result of the 
implementation of a new formula. It is understood that the earliest that this will be 
implemented is 2018/19. 
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4. TRANSFORMATIONAL CHANGE PROGRAMME AND DESIGN AUTHORITY 

4.1 The Transformational Change Programme has a clearly defined vision to provide an 
organisation wide operating model that delivers both the Commissioner’s Safer, 
Fairer, United Communities strategy and the Chief Constable’s Policing Plan.  

4.2 In order to meet current and future changes in the nature of crime and society, both 
of which create pressures on policing, the organisation has structured itself around 
eight work streams, each with a remit to deliver a prospectus detailing the outline 
operating models, thoughts on future service delivery and a roadmap that defines 
how we get there.  Anchored around the core principle of local and neighbourhood 
policing, this work informs the design of the overall organisation and provides an 
outline business case for transforming that organisation. The eight work streams are 
as follows: - 

 Demand, information and insight 
 Community engagement 
 Deployment, response and investigation 

 Prevention, early intervention and vulnerability 

 Modernising justice services 

 Specialist capabilities 

 Transforming business services 

 Police / Fire integration (links to the other seven work streams) 
4.3 A Design Authority has been set up to ensure that these plans for change provide a 

coherent overall model, applying standards and managing interdependencies.  The 
first draft of the prospectuses are complete and an outline model and business case 
is being drafted. Work stream leads have been challenged to revise their 
prospectuses to identify and quantify the deliverables around improving service 
delivery, reducing risk and reducing resource consumption. The outputs from the 
work streams are aligned along the following themes: reducing demand, increasing 
insight and increasing the efficiency with which demand is addressed.   

4.4 Over the coming 2 – 3 months the specific details of realisable benefits will be 
quantified and specific details of financial savings challenged, confirmed and 
evaluated.  These savings will then be moved from high level, thematic savings, as 
included within the current plan, to the relevant operational areas where relevant 
managers can be held accountable for their delivery. 

4.5 Savings will be realised through a number of approaches, many enabled through the 
development of improved information technology and better service design. It is also 
the case that some aspects of the police serve are not fit for purpose when looking 
towards the future and meeting local needs. Approaches that will deliver savings 
include: -  

 Improved business processes and transaction management; 
 Workforce mix; 
 Management savings; 
 Continued estates rationalisation; 
 Processing of police information e.g. crime recording, intelligence 

management. 
 Reducing demand by increasing the focus on proactive rather than reactive 
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activity 

Good examples of this approach include: 

 The implementation of new processes in the Justice Services Department, 
which will deliver full year savings of over £1 million and improved service 
outcomes. 

 

 The integrated transport service that services, maintains and repairs the fleet 
of both the Police and Fire services will deliver savings to Staffordshire Police 
of approximately £500,000 in a full year. 

 

5. RESERVES STRATEGY 

5.1 There is a need to consider the level of reserves held by the PCC when refreshing 
the financial plans, in order to ensure that resources are available to fund spending at 
a level commensurate with the needs of both the PCC and the Force.  Usable 
reserves are held either for general purposes, such as to ensure there are 
appropriate funds available to manage any crystallisation of the risks identified in 
Section11 of this report (the General Fund), or are earmarked for specific, known 
liabilities.  At 31 March 2016, the PCC held usable reserves of £17.065m against a 
target minimum balance in 2019/20 of £15.475m. 

 

 

5.2 The prudent level of reserves is a matter of judgment and, in determining the 
required level, the PCC has to take into account relevant local circumstances and the 
advice of both the Chief Constable and the Chief Finance Officer.  As can be seen 
above, the majority of the reserve balance arises from the planned retention of funds 
in order to manage known, future liabilities.  The overall balance of usable reserves is 
expected to reduce to around £9.5m by 31 March 2018 but be replenished to £12.6m 
by 2019/20 (7.0% of the Net Revenue Expenditure).  Generally accepted best 
practice in this sector requires an unearmarked, General Fund reserve equivalent to 
3% of funding, equating to £5.385m in March 2020; the General Fund is projected to 
be in excess of this requirement.   

5.3 A detailed review of reserves and the robustness of the financial planning process is 
required to be undertaken and reported to the PCC, reflecting guidance issued by the 
Chartered Institute of Public Finance and Accountancy.  This will be prepared for 
consideration along with the 2017/18 budget and will take account of strategic risks 
facing the force and the delivery of the Transformational Change Programme.  

5.4 During the term of the MTFP there is an estimated use of planned reserves totalling 
£13.3m. This consists of: 

 Transformation      £4.2m 

OPCC Reserves

Balance as at 31 

March 2016 Target Balance Difference

£000's £000's £000's

General Fund 6,282                      5,475                      807                         

Earmarked Pension Reserve 2,909                      3,000                      91-                            

Insurance Reserve 2,108                      2,000                      108                         

Reshaping the Future 5,766                      5,000                      766                         

Total 17,065                   15,475                   1,590                      
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 Local Government Pension Scheme Contributions  £6.6m 

 Contractual Commitments     £1.5m 

 Redundancies      £1.0m 

5.5 The most significant call on reserves arises from the Staffordshire Pensions Funds 
proposed contribution rates for the years 2017/18 - 2019/20. Following the 2016 
valuation all 12 employers in the scheme are faced with additional advanced 
contribution rates for this period, which for the police service total £6.6 million over 3 
years.    

5.6 With there being £1.6m available for utilisation in the current reserves balance and a 
surplus across the three year revenue budget of £1.2m. There is therefore a 
requirement through transformation to save a total of £10.5m as a minimum over the 
next 3 years. This is considered to be achievable, with greater savings and thereby 
reinvestment in policing also being an opportunity. 

 

6. CAPITAL PROGRAMME  

6.1 The assets owned by the Commissioner are a vital platform for the delivery of the 
organisation’s objectives and the overall purpose of the Capital Programme is to 
provide sufficient funding to maintain and renew this asset base.   

6.2 The development of the Capital Programme and the timing of component plans is 
linked directly into decisions made by the Transformational Change Programme.   

6.3 In addition, the overall Programme has already been refreshed in light of the Estates 
and ICT Strategies and will be further refreshed as part of the 2017/18 budget setting 
process. 

6.4 The work of the Transformational Change Programme will significantly affect the 
Capital Programme, with these plans being developed over the coming months, the 
detailed capital programme will be refreshed and presented in January 2017. 

 

7. ESTATES STRATEGY 

7.1 Estates operating costs for Staffordshire Police are in excess of £5.3m, incurred over 
136 sites of which 47 are owned, with the remainder either leased, under license or 
used under local agreement. 12 sites are currently in the disposal pipeline.   
In 2014, the Commissioner appointed Gleeds Advisory to produce an interim property 
strategy. In addition, Penda Property was established in 2015 as a partnership 
between Kier, Staffordshire County Council and the OPCC, with the objective of 
maximising the use and value of public owned land and buildings to deliver benefits 
for people across Staffordshire.  

7.2 The key priorities arising from this work are now being implemented and, as the 
police estate currently has too much capacity, progress has been made in 
rationalising the estate.  The strategy will be further developed over the coming 
months to support the delivery of the Transformational Change Programme. 

7.3 Appraisal of the retained estate will include consideration of the full operational 
requirements for Staffordshire Police services and the needs of the community. 
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8. ICT STRATEGY 

8.1 Although savings will accrue from the partnership with Boeing, the key benefits of this 
partnership arise from the provision of better information and equipment.  Savings 
will, therefore, arise across the organisation from the delivery of more efficient 
processes and better decisions.  Cashable savings over the ten year contract will 
total approximately £1m, for both capital and revenue.   

8.2 Further analysis is required on the ICT Strategy in order to identify how this will 
support strategic priorities, improve outcomes and generate further savings across 
the force.  Again, many of the benefits are non-cashable, such as increased 
expertise and skill sets, faster response times to deliver the service and better 
benchmarking.  

8.3 The continuous improvement that the partnership delivers will also provide the 
potential for future savings through restructuring, as new systems are implemented 
and the ability to connect with other organisations and agencies more efficiently is 
delivered.  This will reduce ongoing maintenance / support costs and reduce 
duplication.  Some of these savings may only be realised once a restructure has 
taken place, reducing the level of resource employed in the delivery of the impacted 
services.  Additional income may also accrue if the partnership was able to offer the 
benefits of this service improvement to other organisations. 

  

9. RISKS 

9.1 The key risks associated with this financial plan relate to: 

 There could be financial implication as a result of BREXIT. 
 Any adverse differences between future funding settlements and the estimated 

figures. 
 Adverse impacts of the formula funding review. 
 Adverse variations in future years between the estimated tax base used and the 

actual declared tax base. 
 Projects slipping and savings not being achieved / additional investment required 

in order to deliver the Transformational Change Programme. 
 Adverse adjustments to the Police Pension Grant regime. 
 Actuarial reviews of the Local Government Pension Scheme. 
 The sensitivity of assumptions, including inflation and borrowing costs. 

9.2 Management will monitor these risks very closely to ensure the effect on the revenue 
budget is minimised. Although the impact of the risks cannot be fully quantified, the 
reserves strategy seeks to provide a mechanism to fund any impact of these risk if it 
cannot be fully met from revenue resources. 

 

10. CURRENT FINANCIAL POSITION 

10.1 The in-year financial monitoring and forecasting process indicates that, at period 6, a 
potential overspend of £1.1m may be suffered at 31 March 2017.  The causes of this 
potential overspend have been analysed and it is considered that they can be 
managed during the second half of the financial year.  No allowance for any 
variances from the original budget have, therefore, been factored in to the MTFP. 
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11. NEXT STEPS BUDGET PLANNING PROCESS AND TIMETABLE  

11.1 The MTFP will be further refreshed to include details of the actual funding settlement, 
which will be delivered in December.  The timetable for delivering the 2017/18 Budget 
is: 

  

Timetable Description 

November 2016 MTFP revised and presented to P&CP 

December 2016 Budget Settlement 

January 2016 Report to Strategic Executive Group on revised 
MTFP and 2017/18 Budget  

January 2016 Report to P&CP on revised MTFP and 2017/18 
Budget 

January 2016 Present Police & Crime Plan to P&CP 

July 2016 Outturn Report 2016/17 presented to SEG and 
P&CP 
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 APPENDIX A.  – DETAILED MEDIUM TERM FINANCIAL PLAN 

 

 

16/17 17/18 18/19 19/20

Forecast

£ £ £ £

Officer Pay 87,260 87,942 89,701 91,495

PCSO's 8,019 8,800 8,976 9,156

Police Staff 39,920 41,500 42,330 43,177

Overtime 2,855 2,820 2,820 2,820

Total Pay Costs 138,054 138,987 141,710 144,488

Other Employee Costs 8,362 8,160 6,660 6,410

Non Pay Costs

Premises 4,071 4,071 4,071 4,071

Transport 3,140 2,874 2,964 3,056

Operational Supplies 6,512 6,512 6,512 6,512

IT 8,363 8,363 8,279 8,197

Commissioning, Supplies and Services 2,873 3,574 3,574 3,574

Third Party Payments 11,807 11,768 11,861 11,956

Capital Financing 4,169 5,055 5,542 5,456

Other Income -7,831 -7,909 -7,988 -8,068

Net cost of services 179,520 181,455 183,185 185,652

Pressures and Growth

Apprentice Levy 500 500 500

CSE Online Team 344 351 358

Control Room 328 335 341

Net Budget Requirement 179,520 182,627 184,370 186,851

Funded By:

Home Office Police Grant 106,424 105,732 105,045 104,362

Council Tax Freeze Grant 3,541 3,541 3,541 3,541

Council Tax support Grant 8,424 8,424 8,424 8,424

Council Tax Collection 58,599 61,796 63,644 65,547

Surplus on Collection 1,403 600 618 636

Funding 178,391 180,093 181,272 182,510

Gap 1,129 2,534 3,099 4,341

Delivered Savings & Efficiencies 

Increased Income from Police Led Prosecutions -80 -80 -80

Reduced Overtime inc. from Control Room -341 -341 -341

Change in T&C's / Protectio and Allowances -850 -850 -850

-2,469 -2,469 -2,469

-1,129

Total -1,129 -3,740 -3,740 -3,740

Gap 0 -1,206 -641 601

Savings through changes to Operating Model - 

absorbtion of posts within current workforce

Targeted  Savings - agency costs, overtime, 

management costs, disccretionary spend


