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CHIEF FINANCIAL OFFICER’S REPORT TO THE SOUTH WALES POLICE AND CRIME PANEL

PROGRESS ON THE MEDIUM TERM FINANCIAL STRATEGY 2019-2023

 DECEMBER 2018
1. BACKGROUND

The Police and Crime Commissioner is required annually to prepare the following documents.  
In South Wales, the Commissioner does this in close co-operation with the Chief Constable: 

 A Police and Crime Plan that sets out the Commissioner’s priorities,
 A Risk Management Strategy; 
 A Medium Term Financial Strategy (Financial Strategy);
 The South Wales Police Treasury Management Strategy;
 An Asset Management Strategy;
 A Capital Programme; and
 An Annual Revenue Budget and Value for Money Plan. 

2. PROGRESS TO DATE

The Police and Crime Commissioner refreshed the Police and Crime Plan a year ago for the 
period 2018-2021 and the Chief Constable’s Delivery Plan 2018-2021 ensures that South 
Wales Police maintains a focus on those areas of work that will make the biggest positive 
difference to the lives of people living in and visiting the South Wales Police area. The panel 
had a presentation on both of these Plans at the October meeting.

For the first time the police service has been asked by Her Majesty’s Inspector of Constabulary 
and Fire and Rescue Services (this latter part being applicable to England only) to prepare a 
forward looking Force Management Statement and a summary is enclosed in a separate 
paper.  The South Wales Force Management Statement is entirely consistent with the Police 
and Crime Plan and the Delivery Plan.

3. MEDIUM TERM FINANCIAL STRATEGY

The Medium Term Financial Strategy 2019-2023 is being developed in readiness for the 
Panel’s meeting on the 29th January 2019. It cannot be finalised until the Police Grant 
settlement from the Home Office is received and processed. The Strategy will include all the 
statutory components to enable the Panel to consider the Commissioner’s proposal on 
resourcing the Police and Crime Plan. Members may recall the original assumptions indicated 
a £90million shortfall in funding projected for the period 2011 to 2022 as shown overleaf.
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Figure A: Table illustrating financial planning assumptions between 2011 and 2022

Financial 
Year

Actual 
Percentage 
Reduction

Actual Cash 
Cuts            
£M

Unfunded 
Pay Awards

Unfunded 
Prices-CPI 

OBR

Impact of 
Unfunded 

Pay & Prices 
£M

Impact of 
Unfunded 

Pay & Prices 
£M

2011/12 -3.8% -9.4 2.6% 3.7% -7.70 7.70
2012/13 -5.5% -12.2 1.1% 4.2% -4.60 4.60
2013/14 -1.9% -2.8 0.0% 2.7% -1.40 1.40
2014/15 -4.8% -8.5 0.6% 2.0% -2.31 2.31
2015/16 -5.1% -8.6 1.0% 0.5% -2.33 2.33
2016/17 -0.6% -0.9 1.0% 2.0% -3.06 3.06
2017/18 -1.4% -2.2 1.0% 1.0% -2.59 2.59
2018/19 0.0% 0.0 2.0% 2.6% -5.57 5.57
2019/20 0.0% 0.0 2.0% 2.2% -5.53 5.53
2020/21 0.0% 0.0 2.0% 2.2% -5.66 5.66
2021/22 0.0% 0.0 2.0% 2.0% -5.68 5.68

Total -23.1% -44.6 15% 25% -46.4 46.4

The current position on the police settlement is that the Home office will see a reduction in 
funding of £100million in 2019-20. This strongly indicates that a flat cash settlement at the 
2017-18 level remains the best outcome we can reasonably hope for, and is the scenario that 
we were indicating in last refresh of the Medium Term Financial Strategy that projected a 
funding shortfall before the police precept of £11.5million in respect of 2019-20. However, a 
number of external factors are increasing the pressure on police as follows:

1. The impacts of the Apprenticeship Levy and the Police Education Qualification 
Framework and uncertainty around future cost recovery for training in the devolved 
context.

2. Increased Employer’s contributions to the unfunded Police Officers Pension Scheme.
3. The unfunded pay awards and other inflationary pressures.
4. Wholly inadequate (capital) infrastructure funding, as the Police Estate ages.
5. The near collapse of the forensic science market.
6. Increased charges on central services such as Police National Computer Systems
7. Increased dependency on technology to manage unprecedented demand on policing.

Members will be aware that South Wales Police has delivered recurring savings of £51million 
and now has fewer police officers than in 1979 despite the changes in the depth, breadth and 
complexity of the modern policing environment.

We have demonstrated Value for Money, which has been verified by Independent Audit 
Opinion and our scarce resources more effectively in reducing crime related harm than our 
most similar group of forces facing a similarly challenging policing environment. 

The table below is a simplified indication of the financial challenges in terms of new 
expenditure and the potential savings and income to help achieve a balanced budget and 
shows a shortfall before precept of £16million. It is clear without additional local funding the 
gap is equivalent to nearly 300 officer posts or 550 police staff posts or a combination of 200 
PCSO’s and 350 police staff, with a predictable detrimental impact on the level of police 
service that could result. The Panel meeting will provide an opportunity to discuss these 
impacts in more detail.
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Figure B: Table illustrating financial planning assumptions in respect of spending and 
savings 2019/20

New Spend £M New Savings £M
Sustainable Technology 2.0 Estate/Fleet/Procurement 1.0
Chief Constables Delivery Plan 1.0 Apprenticeship Direct Funding 1.0
Occupational Health Investment 0.4 Contact Centre Efficiency 0.4
Mental Health Triage 0.4 Specialist Operations Review 1.0
Pay Awards 7.8 Bilateral Gwent Collaboration 1.0
Vacancy Factor reversal 6.0 New Vacancy Factor 2.0
Inflation and Contract Prices 1.5 Precept - To Be Determined
Police Pensions - Increased Costs 3.7 Potential Financial Support on Pensions

22.8 6.4
1% additional Precept = £1.15m
Unfunded Budget Gap 16.4

`

4. OTHER EXISTING PRESSURES THAT REMAIN UNRESOLVED

Members will be aware from previous detailed briefings on the additional costs of policing 
the Capital City of Wales estimated at £3.0million, which remains unfunded and draws 
resources away from local communities in order to ensure security and safety of the large-
scale events.

The freezing of the funding formula continues to deny the Force £8.8M of annual funding, so 
without a significant increase in police funding envelope it is highly unlikely that a new 
formula will be agreed over the medium term. The Treasury predictions on the economy and 
tax receipts indicate that public spending will remain constrained to 2025.

Recent media reporting (and the precedents of recent years) suggests that central 
government funding is recognised as being inadequate and greater emphasis is being placed 
by the Home Office and HM Treasury on increases in the police precept as a core means for 
sustaining services. The full Medium Term Financial Strategy will describe the careful 
weighing and balancing of these factors that will be necessary to achieve a realistic budget 
for 2019/20.

U Hussain MBE
Y Prif Swyddog Ariannol - Chief Financial Officer
Heddlu de Cymru – South Wales Police


