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JOINT INDEPENDENT AUDIT COMMITTEE – 1 SEPTEMBER 2016 
 
MEDIUM TERM FINANCIAL STRATEGY 
 
REPORT BY THE DIRECTOR OF FINANCE 
 
PURPOSE OF THE REPORT 
 
To update members on the key assumptions and issues relating to the Medium Term Financial 
strategy 
 
 
1. INTRODUCTION 

1.1 The Medium Term Financial Strategy (MTFS) for the period 2017/18 – 2021/22 is 
currently being developed.  The MTFS provides a forecast of revenue and capital budget 
requirements and funding predictions, while also providing an opportunity for a full 
review of the financial state of the Force, including levels of reserves and financial risks. 

1.2 This paper therefore does not present the MTFS, but instead presents some of the key 
information that will be used to prepare the MTFS. 

1.3 Actual funding information for the coming years is unknown.  There remains some 
uncertainty regarding future funding settlements, and the wider economic outlook.  
However, in order to produce an MTFS, key assumptions need to be made.  These 
assumptions are covered in this paper. 

1.4 Also included here is a summary of reserves, and the current capital programme. 

2. KEY ASSUMPTIONS 

2.1 Shown below are the key assumptions within these figures that will be used in the 
Medium Term Financial Strategy.  Clearly a number of these assumptions are based on 
estimates. 

 Government Police Grant funding will reduce in cash terms by 0.7% per annum from 
2017/18. 

 Council Tax will increase by 2% for each year covered by this MTFS. 
 Counter Terrorism specific grant will continue to gradually reduce over the period 

covered by the MTFS. 
 A 1.0% annual increase in taxbase is assumed. 
 A £300k surplus on collection funds is assumed, and will be used to fund a revenue 

Local Innovation Fund.  
 Capital Grant funding will remain fixed at the 2016/17 amount of £486k. 

 

AGENDA NO:  8 
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 Proposed savings from the Strategic Alliance will be achieved in line with the latest 
formal projections. 

 Turnover on police officers takes into account officers leaving at their 30 year 
service date, plus an estimate for ill health retirements (7 per annum), plus an 
estimate representing transfers out resignations and other leavers. 

 Recruitment of police officers and staff in future years will be designed to meet the 
authorised establishment.  

 A 1% pay award will be applied on 1 September 2016 and in each subsequent year 
for police officers and police staff. 

 A risk line of £511k has been applied in each year, representing an annual in year 
savings target to achieve. 

 The employer’s contribution to the police staff pension scheme is assumed to 
increase from 12.4% to 12.9% from April 2017.  This reflects an anticipated increase 
to reflect continued low investment income.  Police Officer employer’s contributions 
are projected to remain constant at 24.2% (a combination of 21.9% direct employer 
contribution, plus 2.3% contribution made by the employer). 

 Inflation is applied only to budgets that are subject to inflationary pressures at an 
appropriate rate. 

 Future investment income assumes an interest rate achieved of 0.5%. The current 
actual bank base rate is 0.25%. 

 The capital programme will be financed by capital grant, capital receipts and 
revenue contributions. The main areas of anticipated capital spend are replacement 
assets. 

 
3. RESERVES 

3.1 Below is a schedule of reserves currently held by Dorset Police, with projected balances 
over the next four years.  These reserves were restructured in 2015/16, largely to move 
general risks facing the Force, such as the potential requirement to fund significant 
Major Operations, to General Balances. 

31/03/2016 31/03/2017 31/03/2018 31/03/2019 31/03/2020
  £m's £m's £m's £m's £m's 
Insurance Provision (estimate) 0.7 0.5 0.5 0.5 0.5
Workforce Change Reserve 3.9 2.2 0.8 0.0 0.0
Total Earmarked Reserves 4.6 2.7 1.3 0.5 0.5
Capital Cash Flow 1.8 1.0 2.4 0.3 (2.8)
General Balances 7.3 6.8 6.7 6.7 6.6
Total Reserves and Balances 9.1 10.5 10.4 7.5 4.3

 

3.2 The above table shows the potential pressure that may be experienced on the capital 
cash flow reserve, where capital expenditure exceeds projected available funding. 

4. CAPITAL 

4.1 The capital programme over the next four years is shown overleaf. 
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ACTUAL ANNUAL BUDGETS 
2016/17 
£000’s 

2017/18 
£000’s 

2018/19 
£000's 

2019/20 
£000's 

2020/21 
£000's 

Major Estates Expenditure 0 0 1,000 2,000 0

Ongoing Minor Capital Programme 
Vehicles Replacement Programme 1,167 1,260 1,131 1,161 1,191
Minor Building Works 730 340 350 360 370
Information Systems 2,400 1,420 1,440 1,460 1,470
General Equipment 200 200 200 200 200
Total Expenditure Minor Capital 4,497 3,220 3,121 3,181 3,231

Total Expenditure 4,497 3,220 4,121 5,181 3,231

  
2016/17 
£000's 

2017/18 
£000's 

2018/19 
£000's 

2019/20 
£000's 

2020/21 
£000's 

Home Office Capital Grant 474 474 474 474 474
Sale of Surplus Premises 4,505 3,850 350 350 350
Contribution From Revenue to Capital 0 600 1,200 1,200 1,200
Transfer from / (to) Reserve / Unfinanced 
Capital 5,110 (1,440) 2,104 3,148 1,200
Slippage in Cash Flow (5,593) (265) (7) 9 7
Total Funding 4,497 3,220 4,121 5,181 3,231
 

4.2 The above capital programme includes £3m expenditure on major estates schemes, 
which will include the work required at the A10 building at Winfrith.  This work has been 
included in the capital programme for a number of years, and has been annually 
assessed and, where possible, deferred.  However, it is clear that work will need to take 
place to this building, which is becoming increasingly unsustainable, and it is expected 
that such work will be required within the next five years.  Further expenditure on major 
estates development is also likely within this timeframe to support efficient use of officers 
and other resources.   

4.3 The above capital programme, and financing of the programme, lead to a projected 
shortfall on the capital cash flow reserve of £2.8m by 2019/20, rising to £4.0m by 
2020/21, as shown below  

Capital Cash Flow Reserve 
2016/17 

£m’s 
2017/18 

£m’s 
2018/19 

£m’s 
2019/20 

£m’s 
2020/21 

£m’s 
Opening Balance 6.1 1.0 2.4 0.3 (2.8)
Transfers (to) / From reserve (5.1) 1.4 (2.1) (3.1) (1.2)
Closing Balance 1.0 2.4 0.3 (2.8) (4.0)
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4.4 In respect of mitigating the effect of any shortfall, the Force has the ability to borrow 
under the Prudential Code, up to a maximum of £13m, within the agreed Treasury 
Management Policy.  It is also expected that the level of capital receipts estimated over 
the MTFS period will be a prudent estimate, and therefore may be exceeded, but 
unlikely to be less over the period, although some slippage may be expected in certain 
instances.    

5. RISKS 

5.1 There are several risks inherent in the MTFS, primarily relating to the required level of 
savings not being achieved and incorrect assumptions.   

5.2 The MTFS will incorporate the assumptions shown at 2.1, and will include ‘best case’ 
and ‘worst case’ scenarios, as well as a ‘most likely case’.   However, clearly there will 
be numerous potential changes to the assumptions.   

5.3 In addition to changes in assumptions, there will be other key risks within the MTFS: 

 Funding reductions.  Indicative figures for future years grant funding are derived 
from public documents such as the Government’s Budget reports, as well as 
using feedback on interpretation from other forces, ACPO Finance and Business 
area, and other sources.  However these projections are clearly not guaranteed, 
and are open to much interpretation.  In addition, the recent change of key post 
holders in the Government, and result of the referendum on membership of the 
EU, may have a bearing on further funding settlements. 
 
Any future introduction of a funding formula review has the potential to impact on 
future funding, and there is the potential for such an impact to be significant.  
However, the financial effect is currently unknown, as is the impact of any 
damping or similar arrangements. 

 
 Current income levels may be difficult to sustain in the current climate.  This 

includes income from the Driver Awareness Scheme.  Changes in income or 
funding will be monitored and corrective action taken as necessary.  This could 
include increasing charges if appropriate and justified, seeking further savings 
elsewhere, or extending the recruitment restrictions. 
 

 Strategic Alliance savings not being achieved.  The achievement of these 
savings is fundamental to achieving a balanced budget, or reducing a funding 
gap, in future years.  Any delay in realising these savings has the potential to 
dramatically affect the MTFS.  Current indications are that slippage in some 
business cases is likely. 
 

 Removal of temporary posts.  The MTFS assumes that all temporary posts are 
removed from the organisation at their current end date.  However, this will not 
be easily achieved in every instance, and there is highly likely to be cases made 
to extend a number of these posts further, or even make them substantive.  
Again, this could have a significant impact on the MTFS. 
 

 Achieving a workforce at the level of the authorised establishment.  The MTFS 
assumes the authorised establishment will be achieved, after accounting for 
Strategic Alliance and temporary staff savings.  This establishment currently 
includes no allocations for probationer officers, recuperative duties posts, or 
similar abstractions or issues.   As such, in practice, achieving this establishment 
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while also having officers in such posts will mean running under establishment in 
other parts of the organisation.  A significant piece of work is currently being 
undertaken in Corporate Development to ensure the establishment includes all 
required posts, and has the appropriate focus to address demand. 
 

 Workforce structures not meeting available resource.  It is clear that under any 
future funding scenario, the resources of Dorset Police will be significantly 
reduced over the next four years.  The current structure is designed to be 
scalable to adapt to the final reduced level of resource.  However, delays in 
matching the structure to the available resource, including necessary process 
changes, could lead to performance issues.  This risk is managed by the Joint 
Executive Board. 
 

 Fewer / greater police officer leavers than anticipated.  If the number of actual 
leavers is significantly below the assumptions within the MTFS, the base budget 
requirement will increase, increasing the shortfall and lengthening the projected 
recruitment restrictions. The reverse is also true for increased numbers of 
leavers. Estimating leavers is increasingly difficult due to the removal of 
enforceable leaving dates on the basis of age.  The number of leavers is 
monitored monthly and, if necessary, the further use of workforce exit 
mechanisms such as the voluntary severance scheme or redundancy may be 
considered. 
 

 Estates disposals not being achieved. The MTFS assumes certain significant 
premises disposals take place over the next four years, including the old 
Bournemouth Police Station, Christchurch, and Ferndown.  Progress on these 
schemes will be monitored and action plans agreed in instances where it is clear 
they are behind schedule. 
 

 Significant cultural change required.  Officers and staff will continue to be 
affected by the projected resourcing levels both professionally and personally.  
Take home pay will continue to reduce in real terms, and - for some - in cash 
terms,  on top of which there are likely to be further changes to working patterns, 
reduced opportunities for overtime, greater financial controls on procurement, 
restrictions on travel and so on.  To achieve the required level of savings, and 
maintain performance, the Force requires absolute ‘buy in’ from the entire 
workforce.  This will require significant cultural change, including revised 
expectations and an openness to change. 
 

 Cash flow issues.  Although routine revenue cash flow is adequately covered by 
grant, precept, and other income, there are other extraordinary issues over the 
period of the MTFS that will need careful monitoring.  Specific reserves and 
general balances are expected to stand at between £7m and £9m (excluding 
capital cash flow) for most of this period.  While it is not currently expected that 
external borrowing will be required, this risk will be closely monitored. 

 

6. FINANCIAL STRATEGY TOOLKIT 

6.1 The financial strategy agreed last year remains valid and continues to be based on the 
following principles:  

 
 That financial stability will be sought through use of a toolkit; 

 



Not Protectively Marked 
Freedom of Information Classification – Open 

6 

 

 That the budget requirement, together with the precept level, are used as the 
control mechanisms; 
 

 That initial budget requirements and medium term plans will be based on at least 
maintenance of current service levels.  

 

6.2 The strategy and toolkit are attached at Appendix A.  

7. RISKS/RESOURCE REQUIREMENTS 

Financial/Resource/Value for Money Implications 
 

7.1 This report sets out the key assumptions, risks and other information being used in the 
preparation of the MTFS.   

Legal Implications 

7.2 None. 

Implications for Policing Outcomes   

7.3 The MTFS will highlight the level of resources available to Dorset Police.  This will 
include the impact on the number of officers and staff.  The Force has a comprehensive 
change programme that is identifying structural and process changes that will minimise, 
and where possible negate, the effect of the possible further funding reductions on 
policing outcomes. 

Equality 

7.4 None. 

8. RECOMMENDATIONS FOR DECISION 

8.1 It is recommended that this report be noted. 

 
 
JOHN JONES 
DIRECTOR OF FINANCE 
 
 
Members’ Enquiries to: Mr John Jones, Director of Finance (01305) 223710 
 
 
Appendix 
 
Appendix A – MTFS Strategy 
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APPENDIX A 

MEDIUM TERM FINANCIAL STRATEGY 2017/18 – 2020/21 

TOOLKIT 

Aim of Financial Strategy: To provide a stable and sustainable financial base for the delivery of 
the Dorset Policing Plan, aiming to make Dorset safer and feel safer. 

(changes from previous years are highlighted) 

Dorset Police financial management seeks to ensure: 

1. That the budget requirement is a true reflection of the force’s operational 
requirement 

Business cases for all significant change and growth incorporating lifecycle costing 
Annual reappraisal of base budget requirements 
On going reviews of staff numbers, deployment and tasking 
Long term financial strategies on major projects 
Efficiency of back office functions regularly tested 
Continual review of requirement to meet demand though strategic change programme 
 

Purpose: to ensure that there are sufficient overall resources to meet policing plan 
priorities 

 

2. That resources are directed in line with policing objectives 

Continual review of structures and resources under strategic change programme to ensure 
resources best meet demand. 
Financial and Operational Performance are reviewed through Chief Officer performance 
meetings   
Posting decisions in respect of police officers are made by operational commanders, within 
the overall numbers available to them, ensuring allocation to priority areas. 
Scheme of delegation of operational resources to operational commanders 
Officer deployment managed tactically by operations group and on daily basis by 
commanders 
Monthly budget monitoring reports to Chief Officers and PCC 
That resource allocation is challenged by Chief Officers using Police Objective Analysis and 
HMIC VfM Profiles information and strategic change reports 
Annual cost challenge meeting of all budget holders 
Estates strategy ensures that accommodation is appropriate to the operational requirement, 
and surplus accommodation is disposed of. 
Regular review of collaborative activities to ensure appropriate and best value use of 
resources  
 

Purpose: to ensure that resources are appropriately allocated to policing plan 
priorities and that the allocation is continually reviewed 
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3. That the financial process is subject to constant quality assurance 

Internal and External Audit of financial procedures 
Outturn report to explain variations 
Financial Regulations and in-house financial control 
 

Purpose:  to ensure appropriate control and quality assurance of financial 
stewardship 

 

4. That maximum efficiency is sought 

Centralisation of Duties function to reduce need for overtime 
Appropriate shift patterns and deployment policy, subject to regular review  
Increased use of technology, eg mobile data 
Use of HMIC Value for Money Profiles with action taken as necessary  
Benchmarking, objective costing, and Continuous Improvement reviews of service delivery 
Regional co-operation and joint working, including Strategic Alliance 
Objective analysis of resource deployment 
Cost Challenge process 
Reallocation of resources through strategic change process 
Regional / National collaboration programme, including appropriate review 
Review of business processes 
Review of non-staff budgets 
 

Purpose: to ensure that there are sufficient overall resources to meet policing plan 
priorities 

 

5. That on going financial effects of short term decisions are evaluated and 
the PCC is fully informed 

Revenue effects of capital decisions to be built into medium term forecast 
PCC fully informed of risks from ring fenced grants 
Full appraisal of projects related to ring fenced grant 
Part year budgeting for new staff only if risks appraised and PCC informed through budget 
process 
Financial and HR planning coordinated to ensure deliverability of recruitment strategies, 
including when recruitment can expect to recommence 
Police staff changes, including proposed amendments to Hay grading, to be considered by 
the Resource Control Board before final approval. 
 

Purpose: to ensure stability in resourcing to avoid fluctuations in service delivery 

 

6. That non-council tax funding is maximised 

Government petitioned for fair funding for Dorset 
Ring fenced grants, sales, sponsorship and marketing maximised where appropriate to the 
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Police and Crime Plan 
Appointment of an Income Generation and Sponsorship Manager 
Policies in respect of income generation and sponsorship are reviewed and opportunities for 
further income are considered 
Level of council tax relative to other forces are monitored 
Partnership funding and risk is appraised through budget monitoring and preparation 
arrangements 
 

Purpose: to ensure that there are sufficient overall resources to meet policing plan 
priorities 

 

7. That Dorset Police maximises the opportunities presented by the 
Prudential Code of Capital Accounting 

Borrowing considered to fund capital programme in lieu of direct revenue funding only if 
necessary 
Treasurer’s annual Prudential Code paper to the Joint Executive Board to provide 
reassurance around affordability  
That on-going capital expenditure on Information Systems is matched by equivalent revenue 
to capital contributions over the life of the asset 
 

Purpose: to ensure that there are sufficient overall resources to meet policing plan 
priorities 

 

8. That risks and opportunities are addressed 

Medium Term Financial Strategy to include risk assessment 
Long term provisions to be made where appropriate 
That the General Balances target is assessed and set in order to mitigate financial risks 
Potential for use of Voluntary Severance Scheme and / or redundancy  
Financial risks to be included in Risk Register 
 

Purpose: to ensure stability in resourcing to avoid fluctuations in service delivery 

 

9. That Dorset Police sets to achieve annual target for general reserve levels 

Annual contribution to keep pace with inflation to be sought where possible 
End of year balances to be transferred to reserve where possible 
Level of General Balances to be reviewed annually in the context of earmarked reserve 
levels and budget risks 
 

Purpose: to ensure stability in resourcing to avoid fluctuations in service delivery 
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10. That financial information is meaningfully available to the public, the PCC, 
and the Force  

Open and transparent costing and budgeting 
Use of objective costing in internal and external documents and integration of planning and 
financial performance management 
Joint Executive Board to be informed of all capital schemes, with special consultation 
arrangements where appropriate given the long term financial impact of such scheme 
Use of website and email contact to directly address council tax enquiries 
 

Purpose: to ensure that stakeholders have confidence in the financial arrangements 

 

 


