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From:   Ann Barnes, Kent Police and Crime Commissioner 

To:   Kent and Medway Police and Crime Panel 

Subject:  Annual Accounts 2014/15 and update on key financial matters 

Item & Date:  Item B2     22 September 2015  
 
Executive summary:  
 
This report introduces the Police and Crime Commissioner’s accounts for 2014/15. 
 
 
Accounts 2014/15: 
 
1. The Annual Accounts run to over 100 pages due to the heavily prescribed reporting requirements 

falling on local government including police for this purpose.  A link to the accounts can be found on 
https://www.kent-pcc.gov.uk/extdocs/Draft_GROUP_SofA_31032015.pdf.  For this report, attached 
at Appendix A is the Foreword to the accounts. 
 

2. The accounts are currently draft but the External Auditor, Ernst & Young has confirmed they expect 
to make an unqualified opinion on the accounts and the overall approach to securing value for 
money as required. 
 

3. The accounts show an underspend for the year 2014/15 of £3.8m. This underspend has been used 
primarily to bolster redundancy and related costs. 

 
Financial Update: 
 
Key Planning Assumptions - CSR 
 
4. The current medium term financial planning period runs for the four years to 2018/19, including the 

current year. The current year budget is £306.5m. As the Panel will know, some two thirds of funding 
comes in the form of government grant and around one quarter comes from the police element of the 
Council Tax; with each 1% increase raising £800,000 (the remainder is local fees and charges). On 
the spend side some 80% is pay related. As previously shared with the Panel, the current core 
planning assumptions are: 
 

• Successive cash cuts in grant of 5.2% per annum (7% in real terms) in each year from 
2015/16 to 2018/19. 

• 2% increase in the precept (subject to the effective capping limit). 
• 1% for pay awards. 

 
5. Based on those assumptions requires a saving of £61.7m to 2018/19, with the £14.5m required for 

the current year already delivered and plans being developed for future years. Savings required are 
not smooth over the period, and there is a particular spike in cost savings next year due to the 
imposed significant increase in employee National Insurance, falling on all relevant employers, from 
2016/17. I will be looking to use Reserves to help smooth savings. 
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6. Two new significant issues now have to be factored into medium term planning. First, the Chancellor 
has set a national deficit reduction plan that now extends to 2019/20, one year later than set by the 
previous government. Effectively this adds another year of grant cuts to our current four year 
planning horizon. Based on current assumptions for grant loss and inflation, this adds around a 
further £14m to the £61.7m saving required to now take the plan to 2019/20, making £75.7m. 

 
7. Second, as part of the Spending Review process, the Chancellor has asked government 

departments to model savings of up to 25% and up to 40% in real terms. Clearly this is a significant 
potential range as well as being a significant cut even at the low end. Rolling forward our own 
planning assumptions, assumes a cut of around 28% in real terms. At this stage, we will continue 
with those planning arrangements but I have asked the Chief Constable to think through the potential 
impact of the higher end range of cuts over the next four years. 

 
Formula Grant Consultation 
 
8. The context of the above is the possible cut in the national grant “cake” for policing flowing from the 

Spending Review. How that “cake” is distributed to individual Force areas depends upon a complex 
formula. Alongside, the Treasury announcement of its key Spending Review assumptions, the Home 
Office has launched a major consultation on a new formula. The consultation was launched on 21 
July with an unreasonably short deadline of 8 weeks, mainly over the summer, to respond by 15 
September. 
 

9. The core of the proposals is to produce a so called simple formula covering the £7.3 billion of grant 
distributed to PCC’s. The government propose the use of five elements as follows: 
 

• General Population – to allocate 24% of the “cake” 
• Council Tax base – to allocate 16% 
• Households with unemployed adults with dependent – to allocate 25% 
• “Hard Pressed” families – to allocate 25% 
• Bars per Hectare – to allocate 10% (i.e. pubs etc.) 

 
10. However, in addition to the short notice of the consultation and no prior engagement with PCC’s, the 

Home Office have released no supporting data or modelling of impact. In short, it is virtually 
impossible to provide meaningful informed answers to many of the consultation questions or to 
establish the impact overall or for Kent in particular. 
 

11. Attached at Appendix B, is the Commissioner’s response to the consultation. The Commissioner will 
be sharing this response and the broader financial context we face with Council leaders and other 
key stakeholders as part of partner engagement leading up to next year’s budget. 
 

 






