[bookmark: _GoBack]Chief Finance Officer’s Narrative Report
The Narrative Report to the financial statements provides a guide to the most significant matters reported in the accounts and includes key performance information, a comparison of outturn figures to the budget and highlights significant areas of expenditure and major changes.
Introduction
I am pleased to present the Statement of Accounts for the Police & Crime Commissioner for Lincolnshire for the financial year 2018/19. This Statement of Accounts sets out the overall financial position of the Police & Crime Commissioner for Lincolnshire (PCC Group) for the year ended 31 March 2019.
The PCC Group is responsible for providing policing services to a population in excess of 710,000 dispersed across a large geographical area of 590,000 hectares.
The PCC Group: 
· Sets its own budget; 
· Holds its own Reserves; 
· Receives a share of Police Grant paid by the Home Office; 
· Also receives Legacy Council Tax Grants from the Home Office; 
· Determines and receives precepts for the proportion of the budget to be met by the residents of Lincolnshire as part of the overall council tax collected by District Councils. 
Central Government funding provides the PCC Group with the majority of its income required to police Lincolnshire. The remainder is mostly met from local council tax payers.
The amount of Government grant is reducing in real terms each year. In 2018/19, despite the 5.8% increase in the council tax precept and budgeted £5m use of reserves, overall funding reduced in real terms meaning that savings had to be found to finance the increasing costs that are incurred from rising demands and inflation.
A review of the way in which Government grant is distributed between force areas (funding formula review) has been delayed and will not now be implemented before the next spending review in 2020/21 at the earliest. 
The economic uncertainty will continue to impact future central Government expenditure with a consequent potential impact on police funding. Continuing funding uncertainty underlines the need for robust plans with adequate levels of reserves.
Governance
The PCC is responsible for the totality of policing within Lincolnshire, with the Chief Constable being responsible for operational policing.
The PCC is also responsible for ensuring that public money is safeguarded, properly accounted for and used economically, efficiently and effectively. To discharge this accountability the PCC and Senior Officers must put in place proper procedures for the governance and stewardship of the resources at their disposal.
The annual review of Governance and Internal Control is included within the arrangements for producing the Annual Governance Statement, which forms part of these Financial Statements, and includes the governance arrangements of the Chief Constable.	
Organisation
The PCC receives all funding and income and makes all payments for the PCC Group. Under a detailed Scheme of Delegation an annual budget is provided, following consultation with the Chief Constable, for fulfilling requirements for policing Lincolnshire in accordance with the Police and Crime Plan. 
All Police Officers and the majority of police staff (other than a small number relating to the PCC’s Office, Victim Lincs staff, and regional support arrangements) are in the Chief Constable’s employment. The Financial Statements reflect the cost of providing operational policing in the Chief Constable’s accounts with the PCC’s accounts showing a commensurate transfer of resources to the Chief Constable. 
The Strategic Partnership contract (with G4S Policing Services) is formally held by the PCC for the provision of a wide range of operational and support functions to the Chief Constable. This has been accounted for in full in the PCC’s accounts as that is where the contractual, budgetary and management control resides.
Lincolnshire Police is one of five regional forces in the East Midlands and works closely with the other four across various collaborations to provide an efficient service. More detail and how the regional accounts are accounted for in these Financial Statements is provided in Note 36.
The Commissioner’s Priorities 
The Community Safety, Policing and Criminal Justice Plan for Lincolnshire April 2017 to March 2021 sets out the actions that the PCC will be taking to help ensure communities stay safe. This is available on the PCC’s website www.lincolnshire-pcc.gov.uk 
Among the actions set out in the plan are: 
· Create a single joined up approach to reducing offending and re-offending and establish integrated offender management to tackle our most challenging and prolific offenders;
· Create a coherent approach to managing offenders released from prison to maximise the chance of rehabilitation and reduce reoffending;
· Support for citizen involvement through volunteers and ‘watch’ schemes;
· Raise awareness of elder abuse and of those with learning difficulties or other vulnerabilities and work with partners to identify and disrupt threats to the vulnerable, for example from targeted ‘scamming’;
· Establish a Youth Advisory Group to seek the views of the young from a range of backgrounds;
· Create a Community Commission to ensure the public voice is heard from across the county;
· Commission, with partners, specialist adult and children services to support victims of sexual crimes and domestic abuse with compassionate services that support them through the criminal justice process and beyond;
· Ensure services are commissioned to keep those with mental health needs out of the criminal justice system;
· Invest in ensuring the police have access to mental health advice and support in the Force control room, in the community and through improved training and awareness for officers and staff;
· Support neighbourhood policing, backed by specialist support, that work with their communities to identify, prevent and tackle crime;
· Invest in appropriate information and communication technology (ICT) to support modern frontline policing enabling officers to spend less time desk-bound and more time out in the community;
· Invest in appropriate equipment to meet the varied needs of policing a large and diverse county;
· Provide fit for purpose property suitable for modern and flexible policing, including the creation of a combined police, fire and ambulance station in Lincoln to share resources and to support and enhance their emergency response to the public.
Performance
The achievements for the year are summarized below under the headings of the Key Principles of the Community Safety, Policing and Criminal Justice Plan for Lincolnshire.
Community safety and prevention in partnership:
· Operation Galileo – the anti-hare coursing operation has had a huge impact on the number of incidents reported in 2018/19. The force has seen numbers reduce from the 1,965 reported incidents two years ago with over 100 dogs seized since the start of the operation; 
· Road Safety – Community Speed Watch Scheme is operational in over 27 parishes across the county, with a further 36 parishes pending; 
· Sobriety tags - the pilot scheme delivered such good results it has now been rolled out beyond the initial trial areas to include the whole county. So far a total of 107 people have been tagged (34 times in relation to domestic abuse cases) and all but five have ended with successful compliance from the offender;
· Cyber Security – crucial advice and support was offered to businesses on protecting themselves from cyber-attack at a series of workshops and events. The events culminated in a Cyber Safe Conference attended by more than 100 business people and public sector leaders, where experts from across the UK gave advice on how to keep data secure;
· Mini Police - the Mini Police project aimed at year five and six pupils has been extended to more than 100 schools across the county. The project looks to engage pupils with their community through police supervised tasks;
· Rural Rangers – the scheme has been introduced as part of the Lincolnshire Horse Watch initiatives. Horse riders can play an important role in looking out for signs of criminal activity, antisocial behaviour and other issues of concern whilst riding – particularly in otherwise hard to reach areas. The riders will then provide the police and relevant agencies with regular information and updates;
· Heritage Crime round table – organised in response to concerns about an increase in metal theft, specifically lead theft from church roofs. The meeting brought together experts to share best practice on how to prevent this crime; 
· Fly tipping round table – the PCC held a special summit to tackle the growing issue of fly tipping in the county – this was attended by all seven district councils, the county council, Lincolnshire Police, the Environment Agency, several drainage boards, the NFU and the County Land and Business Association. Representatives from all agencies, including the Chief Constable signed a pledge to seek ways to work together to tackle the issue;
· Modern Day Slavery – the PCC organised and hosted a conference designed to help local businesses comply with the law but also to work in partnership with the authorities to eradicate the issue of modern day slavery. In addition we secured external funding through the Police Transformation Programme to support the delivery of workshops to schools in the south of the county to raise awareness of the issue; 
· Child Sexual exploitation – established a National Child Sexual Abuse and Exploitation Network.
Listening, responding and being accountable:
· Public opinion survey – public consultation survey received 3,449 fully completed surveys, an increase of 543 or 19% increase on the 2,906 achieved in 2017;
· Personal engagement – The PCC has once again made it a priority to travel the county to meet as many individuals, organisations and groups who are dedicated to making their communities better places to live;
· Representing Lincolnshire on the national stage – The PCC has been appointed as the new national PCC lead for Serious Organised Crime and Serious Violence. In this capacity he is able to raise awareness of issues specific to Lincolnshire and influence national policies to the benefit of the people of Lincolnshire;
· Creation of Independent Panel to oversee crime recording – The PCC has established an Independent Crime Recording Confidence Panel to restore and maintain public confidence in the force’s work to record crime and to safeguard the victims of crime. The Panel oversees the force’s work in improving its procedures following concerns raised by HMICFRS about the integrity of crime recording within Lincolnshire Police; 
· Open and Transparent Quality Mark – this year Lincolnshire’s OPCC was one of 27 across England and Wales to be awarded the prestigious Open and Transparent Quality Mark by CoPaCC.
Protecting and supporting victims and the vulnerable:
· Victim Support – The PCC has established a provider forum to bring together not only those victim services which we commission, but other victim support providers. This increases professionals’ awareness and understanding of other services within Lincolnshire, supports the sharing of best practice and identification of any gaps in services. Intelligence from this forum feeds into the Victims Commissioning Group. In addition the OPCC now commissions the following services:
· An outreach service to provide emotional and practical support where needs are complex, or victims are vulnerable;  
· Support for victims of sexual violence, including an adult Sexual Assault Referral Centre (SARC) funded in partnership with the NHS, a paediatric SARC, a Children and Young People’s Independent Sexual Violence Advisor (CHISVA), Trust House and Rape Crisis; 
· Restorative Justice services; 
· A central portal of information for victims online is currently in development and due for launch later this year. It will provide information about victims’ rights, the journey through the criminal justice system, as well as a directory of support services which victims will be able to access directly without having to report the crime to the police;
· A new Service Delivery Manager has been appointed with the aim of ensuring victims are provided with seamless and integrated services, and ultimately make sure victims are supported to cope and recover.
· Domestic abuse conference – the PCC brought together more than 130 professionals from children’s services, charities and policing to attend the Lincolnshire Domestic Abuse Conference. The aim of the event was to ease the sharing of information and knowledge in a bid to improve services for victims in the county; 
· [bookmark: _Hlk6301772]The fight against scams – the Deputy PCC has made huge progress in the fight against frauds and scams in Lincolnshire. The PCC joined the campaign Friends against Scams as one of only 45 SCAMbassadors across the UK. The role of SCAMbassadors is to use their influence to raise the profile of this problem amongst agencies and local residents in a drive to prevent people falling victim. Since then the Deputy PCC has been on a crusade to educate, inform and promote the public and agencies about how to prevent fraud and earlier this year the number of people recruited to help fight scams in Lincolnshire reached the 2,000 milestone. There are now 3 SCAMbassadors, 33 Scam Champions and 2,000 Friends throughout the county;
· Work in partnership to address growth in fraud – Lincolnshire was one of only two areas chosen to run a pilot scheme to improve collaborative working between organisations on a local level to identify and respond to fraud. The Multi Agency Fraud & Safeguarding Hub (MAFASH) pilot project has been funded by the Home Office and is being delivered by the Joint Fraud Taskforce/National Trading Standards Scams Team. It aims to co-ordinate investigative resources, expertise and intelligence; allow more effective data sharing and improve the quality of care for victims. Lincolnshire was chosen because of the great strides already made in addressing this problem;
· Establish a system wide response to mental health issues – a meeting between the PCC, health bodies and the force was convened last autumn and all parties agreed to develop a system wide mental health programme. A review of a project, which placed mental health nurses in the police control room, showed the scheme avoided 261 detentions of individuals under Section 136 of the Mental Health Act (1983) and 241 admissions to Accident and Emergency. Following the successful evaluation of the pilot, the PCC and the local lead NHS Clinical Commissioning Group with responsibility for mental health have taken the decision to jointly commission the service for the foreseeable future. In addition the new service will include two rapid response vehicles in which can be dispatched for cases requiring urgent response.  
Policing that works:
· Hack the Police – earlier this year the PCC joined forces with Police Rewired, CSCV (Cyber Specials and Cyber Volunteers) and G4S to host an event called Hack the Police – which invited developers, designers, psychologists, researchers and other specialists to brainstorm new ways of combatting online crime. It was the only the third such event held in the UK and the first outside London and discussed issues such as how to use technology to help front line officers and the design of apps to help the public feel safe;
· Blue Light collaboration – Lincoln’s new joint fire, police and ambulance station on South Park is on track to open in the autumn of 2019, with the first staff expected to occupy the building this summer. The project represents a major investment in the future of Lincolnshire’s emergency services and has attracted £7m of national government funding;
· Body worn video – the PCC supported the introduction of officers’ body worn video cameras and they have enabled the force to record footage of every incident we attend. It has reduced complaints against officers and made offenders think twice before confronting officers reducing the number off-duty through injury and officer time spent investigating complaints;
· Handheld computers – each officer and Police Community Support Officer (PCSO) now carries a hand-held computer providing them with the ability to check records, complete forms and crucially stay out of an office and in the community for longer. The new equipment allows officers to file crime and witness statements from the road and saves each officer roughly an hour throughout their 10-hour shifts;
· Command and control – the development of the new command and control system is progressing; the most up-to-date in the UK will enable officers to get instant access to report incidents and will give control room staff the capability to deploy the most appropriately trained and equipped officers to scenes as quickly as possible; 
· Mobile Fingerprint Scanners – Lincolnshire is one of the first forces in the country to introduce the scanners and will avoid officers having to take someone to the nearest police station to obtain fingerprints. It can also be used to quickly identify someone experiencing a medical emergency, so contact can be made with their next of kin;
· Improved neighbourhood policing model – the new mobile technology, which supports local officers and PCSOs to be in the community for longer, has allowed the force to develop and employ a new neighbourhood policing model which will allow greater focus on protecting the vulnerable, monitoring potential risks, gathering intelligence and tackling crime; 
· Environmental sustainability – new energy saving lighting installed in Lincolnshire Police’s buildings will save £0.16m a year. Work started this year on replacing old fluorescent lighting with energy saving LED lights in 20 locations across the force area. The £0.35m investment is expected to be paid back, as a result of reduced electricity bills, in less than four years;
· ANPR – the investment made in the latest Number Plate Recognition systems will enable officers to trace and arrest offenders as well as ensure that drivers without a license or insurance can be quickly apprehended and taken off our roads providing a vital tool in improving road safety. The new systems are currently being fitted to force vehicles;
· Firearms licensing – the development and introduction of the UKs first fully digital portal for applications has reduced errors, increased safety, removed duplication of work and further reduced the time taken to process applications whilst improving safety for the public. The system currently processes 200 different applications a month and the force is now processing all grant applications and license renewals within eight weeks, except in exceptional circumstances.
Key Crime Statistics 
Lincolnshire continues to maintain its place as one of the safest places to live in the UK with the eighth lowest crime rate per 1,000 people according to the latest report by the Office for National Statistics (out of 43 Forces). 
Since last year the Force has made changes to how it records crime following the HMICFRS Crime Data Integrity inspection. This means that the Force now counts separately individual crimes in cases of multiple crimes with a single victim. This means that we are now recording more crimes than in previous years making meaningful previous year comparison difficult. 
Whilst Lincolnshire is graded as one of the lowest forces in terms of crime levels, with 48,569 offences recorded in the year ending December 2018, there has been a 20% annual increase in overall crime (excluding fraud). This is a higher increase than was experienced at a national level where crime has risen by 7%. 
Sexual offences have increased year on year by 31%, a higher increase than the national average of 10%. The Chief Constable has worked hard to create a culture which encourages people to trust that complaints of sexual crimes will be treated both sensitively and seriously. As a result there have been high levels of historical offences being reported and that will have had some effect on the figure. Lincolnshire Police also has a good level of successful prosecutions in sexual offences cases, so the growing level of reporting means more offenders can be prosecuted and removed from our communities. 
Criminal damage and arson made up a significant proportion of crimes in the county with 6,082 offences recorded representing an increase of 8.6% on last year; this was higher than the national average which saw a decrease of 21%.
The Force recorded decreases on previous years in the areas of theft (2%), burglaries (11%) and vehicle offences (13%).
Further information about Force performance together with a detailed local breakdown is available through the Chief Constable’s website at www.lincs.police.uk and the crime mapper website Police.uk
Gender Pay Gap
Overview
The Equality Act 2010 (Specific Duties and Public Authorities) Regulations 2017 came into effect on 31 March 2017, which requires public sector authorities with 250 or more employees to publish statutory calculations every year showing how large the pay gap is between their male and female employees.  Lincolnshire Police employ around 1,500 people, and therefore the results of our calculations can be found below.
What is Gender Pay Reporting?
It is important to understand that pay for both police officers and staff is determined nationally and to recognise that gender pay reporting is not the same as equal pay.  Equal pay is ensuring equal pay for equal work; however gender pay reporting compares hourly rates of pay and any bonuses staff may receive by gender, seeking to expose any imbalance. 
Based on the results, steps will be taken, where possible, to minimise or readdress any identified inequities going forward.

Our Pay Gap Information
These figures are calculated using the standard methodologies laid out in current legislation:
	Published mean and median information

	
	Male
	Female
	Gap
	Percentage

	Mean hourly rate
	£18.72
	£16.53
	£2.19
	11.70%

	Median hourly rate
	£18.62
	£16.55
	£2.07
	11.12%



	Total employees - salary quartile bands

	
	Lower
	Lower-middle
	Upper-middle
	Upper

	Male proportion
	48.99%
	67.59%
	67.09%
	73.62%

	Female proportion
	51.01%
	32.41%
	32.91%
	26.38%



	Published bonus information*

	
	Male
	Female
	Gap
	Percentage

	Mean bonus
	£754.40
	£653.72
	£100.68
	13.35%

	Median bonus
	£432.50
	£450.00
	-£17.50
	-4.05%

	Proportion receiving a bonus
	13.00%
	7.94%
	5.06%
	


* Bonuses are usually paid for ‘unpleasant tasks’, or for additional work or responsibilities.  Chief Officers do not receive bonuses.
Summary
Lincolnshire Police remain committed to ensuring fairness, inclusivity and the equal treatment of all employees regardless of protected characteristics, and therefore we are pleased to have a gender pay gap which is 6.7% lower than the national average of 17.9% (Office of National Statistics). 
The Chief Officer team remain determined to tackle the under-representation of women through all grades and ranks and provide every opportunity for women to progress.  Throughout this period the organisation has increased its numbers by 61 females; 23 of those as new constables, 17 PCSOs and promoted over 23 through the ranks.  The Force remains committed to ensuring fairness and inclusivity within Lincolnshire Police, and acknowledge the many benefits this brings to our organisation.
Financial Performance
Analysis of Revenue and Capital Expenditure
Total net operational expenditure for the 2018-19 financial year was £122.322m compared with £117.427m for the previous financial year. Total operational expenditure is less than the expenditure shown in the financial statements because it excludes regional costs, pension costs and other adjustments for statutory reporting purposes. The table below shows those items which are excluded from total operational expenditure.
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The table and pie chart below provide further analysis of the main components of total operational expenditure. 
Employee Spend: Spend on police officers, police staff and police community support officers amounted to 63% of total spending. 
Third party payments and contracted services: This represents 21% of the total spending and includes the G4S strategic partnership that provides back office and operational support service provision.
Supplies and Services: Spend represents 8% of total spending and includes supplier payments for a wide variety of supplies and services used by the PCC/Force on a daily basis.
Capital Financing: The cost of financing the capital programme undertaken by the PCC/Force represent 2% of the total spend.
Premises: 2% of the total spend is made on the Force estate which includes 38 stations and the Force HQ which is now shared with the Fire Service
Transport: Spend on vehicle and travel costs undertaken by the PCC/Force represents 1% of total spend.
Collaboration and Contributions: Spend which represents 3% of the total spend on Regional and National collaboration and initiatives. 
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Income
Total Income for 2018-19 was £118.275m compared with £115.215m for 2017-18. Total income is less than the income shown in the financial statements because it excludes Police Pension Payments grant, recharged income, capital receipts and regional contributions. The table below shows those income items that are excluded from total income.
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Total Income comprises of Central and Local Funding, together with other income, mainly in respect of the regional custody contract managed by Lincolnshire.
The table and pie chart overleaf provide further analysis of the main components of total funding (which forms the main part of the income): 
· Central Funding– the majority of funding is from central government grants, including Police Grant and Legacy Council Tax grants;
· Local Funding – 43% of funding is provided by local council tax payers.
The government grants for 2018/19 remained static meaning that there was a greater burden on local taxpayers with the precept raising an additional £3.2m in year.
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Capital Expenditure
Capital expenditure represents money spent on acquiring, upgrading and improving assets and major operational equipment. It relates to the provision of assets which will bring long-term benefit to the PCC Group. The table below sets out the capital investment made in 2018/19:
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The PCC has approved a capital programme of £11.722m for 2019/20 and includes:
· £2.6m, the final instalment of a major investment in the Blue Light Collaboration Programme. This programme commenced in 2016/17 and has been funded by Home Office Innovation Fund grant, the PCC for Lincolnshire, Lincolnshire County Council and East Midlands Ambulance Service;
· £3.0m investment in a new Command & Control system;
· £1.0m investment in the Force estate;
· £1.95m investment for ICT schemes;
· £1.0m replacement programme for vehicles;
· £1.7m investment in an Airwaves solution for an Emergency Services Mobile Communications Programme (ESMCP).


Capital Financing
The PCC Group’s capital programme in 2018/19 was financed through grants, contributions from revenue, capital receipts, internal cash balances and external borrowing. This was the first time in seven years that the PCC has borrowed from external source.
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Balance Sheet
The balance sheet shows the financial position as at the end of the financial year, with previous figures for comparison. It shows, in particular, the value of the assets owned and any sums owed to and by the PCC Group. The Balance Sheet can be reviewed in the main statements to the accounts.
The figures are dominated by the inclusion of the pension liability which is explained in detail in the pension notes.
Performance Against Budget
In February 2018, the PCC approved a net revenue budget for 2018/19 of £122.8m of which £107.5m was funded from Police Grant and Council Tax receipts.


A summarised statement of the actual net expenditure for the year attributable to the taxpayer is set out below and compared to the approved original budget for the year:
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The original budget showed a planned deficit of £5.1m which would be matched by a contribution of £3.1m from general reserve and £2.0m from earmarked reserves. The final deficit was £4.0m against a current budget deficit of £5.8m; the reduction of £1.8m was due to a number of factors including (but not limited to) the following under and overspends: 
· Capital Financing, £0.7m – due to slippage in the Capital Programme and lower than planned borrowing costs;
· Major Incidents, £0.5m – lower than anticipated major incident operations throughout the financial year;
· ICT Monitored and Managed, £0.2m – lower charges from the Home Office for PSN and PNC systems;
· Police Officer Salaries, £0.7m – arising from vacancies in the police officer strength.
Offset by overspends:
· Police Staff Salaries, £0.8m – un-met vacancy factor due to lower staff turnover than in previous years and non-recurrent Operational Support Officer posts (these were compensating for the police officer vacancies by providing support in statement taking, evidence gathering and case file compilation);
· Provision for Police Officer SPOC overtime (Allard claims) £0.6m; 
· Local Policing East, £0.3m – overtime and mileage overspends.
Reserves
All reserves are held by the PCC, however a number of these reserves are held to manage operational risks within the Chief Constable’s budget. 
Earmarked reserves as at 31 March 2019 total £9.2m (including regional reserves) and are held for specific expenditure or contingencies. Movements in Earmarked Reserves are detailed in Note 7.
As at 31 March 2019 the PCC held a General Reserve of £3.2m following £3.1m use to support the revenue budget in 2018/19. There are currently no plans for further use in 2019/20 to support the revenue budget. 
The PCC’s Financial Strategy at the start of 2018/19 required that reserves be maintained around the minimum point of a target range based on the assessment in respect of residual financial risks. 
A review of the Reserve Strategy in April 2019 indicated the range of required reserves at £5.5m - £12m, the minimum point of which is £5.5m. This is set against forecast risk-based reserves as at 1st April 2019 of £5.4m representing 4.3% of the revenue budget; General Reserve £2.5m, Major Incident Reserve £1.9m and Insurance Reserve £1m. As a result, the previous policy has been maintained and the Financial Strategy continues to require risk-based reserves at the minimum of the target range. This approach recognises the financial risk being carried by the PCC and is as a consequence of the desire to release risk based reserves to mitigate the operational risk.
Nevertheless, given the context of increased financial risk, the need for sound financial control is further emphasised. The role of the Force Chief Financial Officer in supporting the Chief Constable and his team is key to delivering this.
Principal Risks
The principal risks facing the PCC Group are detailed in the Annual Governance Statement included within these Financial Statements.
Outlook for 2019/20 and beyond
Prospects for public expenditure for 2019 and beyond were significantly impacted by the national uncertainty during 2019 as a result of progress on Brexit, the change in Prime Minister, the general election, the UK’s exit from the European Union and the Covid-19 pandemic.
The new Prime Minister, reaffirmed by the new government, announced a volte-face on police funding, with the planned recruitment of an additional 20,000 police officers nationwide. 
The first tranche for Lincolnshire was an additional 50 officers to be recruited by March 2021. 
Prior to this announcement, a balanced budget for 2019/20 had been achieved as a result of an 11% precept rise and the introduction of a £3m cost reduction programme across service areas which included:
· The reduction in police officer numbers from 1,100 to 1,020 by March 2020; 
· The reduction in  PCSO numbers from 118 to 85;
· Reduction in the police staff budget of 10%.
The Force recruited 30 of the 50 police officers of tranche 1 in 2019/20, the remainder to be part of the recruitment plan for 2020/21. Whilst this growth is welcome,it does not yet restore officer numbers to the operating model of 1,100 prior to the savings programme. The next tranche of the national uplift programme will be required before the officer numbers recover to the 2018/19 level.
The national uplift will not close the anticipated funding deficit and the savings programme must still be delivered to ensure a balanced budget. This will then form the new baseline from which the uplift rebuilds the officer strength of the force. Notwithstanding the national uplift, improving productivity and achieving a fairer share of government funding for Lincolnshire remain key to maintaining safe levels of policing into the medium term.
The recent Queen’s speech announced the Government’s intension to undertake a Royal Commission into the Criminal Justice System. This review could incorporate both the future funding formula which calculates the grant share that individual Forces receive from Central Government and an examination as to whether the current 43 Force model of policing remains appropriate.
Going Concern
The concept of a going concern assumes that the functions of the Police and Crime Commissioner and the Force will continue in operational existence for the foreseeable future. The provisions in the Code (Code Of Practice On Local Authority Accounting In The United Kingdom 2018/19) in respect of going concern reporting requirements reflect the economic and statutory environment in which Police and Crime Commissioners and police forces operate. These provisions confirm that, as Police and Crime Commissioners and police forces cannot be created or dissolved without statutory prescription, they must prepare their financial statements on a going concern basis of accounting.

Police and Crime Commissioners and Chief Constables carry out functions essential to the local community and Police and Crime Commissioners are revenue-raising bodies (with limits on revenue-raising powers arising only at the discretion of central government). If a Police and Crime Commissioner was in financial difficulty, the prospects are thus that alternative arrangements might be made by central government either for the continuation of the functions it provides or for assistance with the recovery of a deficit over more than one financial year. As a result of this, it would not therefore be appropriate for the financial statements to be provided on anything other than a going concern basis.  Accounts drawn up under the Code therefore assume that a Police and Crime Commissioner will continue to operate for the foreseeable future.

The current restrictions in place within the United Kingdom in response to Covid-19 have created issues for police forces in terms of policing the government lockdown policy in addition to continuing normal policing functions. This has given rise to additional costs in terms of overtime and providing personal protective equipment (PPE) to operational police officers and staff. However, the PCC maintains a Major Incident Reserve of £1.8m to manage the financial risks of major incidents and the additional costs of Covid-19 incurred between March and May 2020 were less than 25% of this reserve. The Home Office is requiring financial returns from all PCCs to support its discussions within central government to secure financial assistance with the additional costs. 

Although each local district council may incur a deficit on the Collection Fund for Council Tax, this will not affect the PCC’s income in 2019/20 or 2020/21. Any deficit arising on the Collection Fund will be declared during 2020/21 and distributed in 2021/22.
Our most recent balances compared to the year-end reported in these statements are as follows (note these are unaudited balances):
	[bookmark: _Hlk41044431]Date
	General Reserve
	Major Incident Reserve
	Earmarked reserves

	31 March 2020
	£3.296m
	£1.850 m
	£10.06 m


There remains uncertainty over how long lockdown arrangements will be in place and therefore the total costs which will be incurred as a result. However, it seems certain that the impact can be managed in 2019/20 and 2020/21 by use of the Major Incident Reserve and that there will be minimal impact on the general reserve balance.  
Beyond 2020/21, planning assumptions underpinning the medium term financial plan are being reviewed and will consider, inter alia, the potential for a reduction in council tax income as a result of:
· Reduced collection rates;
· Reduced growth in the number of properties paying council tax;
· No increase in precept level in 2021/22.
Explanation of Financial Statements
These Financial Statements have been compiled in accordance with the Accounts and Audit Regulations 2015 and the Code of Practice on Local Authority Accounting 2018/19.
The format and content of the financial statements is prescribed by the CIPFA Code of Practice on Local Authority Accountancy in the United Kingdom 2018/19; which in turn is underpinned by International Financial Reporting Standards.
These Financial Statements set out the PCC Group income and expenditure for the year and its financial position at 31 March 2019. It comprises core and supplementary statements, together with disclosure notes.
A glossary of terms can be found at the end of this publication.
The PCC Group position reflects the consolidated accounts of the PCC and the Chief Constable. Where the PCC Group position differs from the PCC position this is made clear in the accounting statements and notes. A separate set of accounts is produced for the Chief Constable for Lincolnshire.
All assets, liabilities and reserves continue to be held in the main by the PCC. However, those specifically relating to accounting entries within the Chief Constable entity are included in the Chief Constable’s accounts. Pension liabilities have been split between the PCC and Chief Constable accounts.
Core Statements
· Expenditure and Funding Analysis – this shows how annual expenditure is used and funded from resources. It shows how the expenditure is allocated for decision making purposes between the PCC, Chief Constable and Joint Services. Income and expenditure accounted for under generally accepted accounting principles is presented more fully in the Comprehensive Income and Expenditure Statement;
· Comprehensive Income and Expenditure Statement – this shows the accounting cost in the year of providing services in accordance with generally accepted accounting practices, rather than the amount to be funded from taxation;
· Movement in Reserves Statement – this shows the movement on the various reserves held by the Force, from the start of the financial year to the end of the year. This is analysed into usable reserves (those that can be applied to fund expenditure) and other unusable reserves;
· Balance Sheet – this represents the financial position as at the balance sheet date of the assets and liabilities recognised. The net assets are matched by the two categories of the reserves held;
· Cash Flow Statement – this shows the changes in cash and cash equivalents during the period. It shows how they are generated and used by classifying cash flows as operating, investing and financing activities. The amount of net cash flows arising from operating activities is a key indicator of the extent to which the operations are funded by the way of taxation and grant income. Investing activities represent the extent to which cash outflows contribute to the resources for future service delivery. 
Supplementary Statements
· Annual Governance Statement – the PCC publishes an Annual Governance Statement in accordance with the Delivering Good Governance guidance in order to meet the statutory requirements set out in the Accounts and Audit Regulations 2015;
· Statement of Responsibilities – this explains the responsibilities for the financial affairs and how these responsibilities are carried out;
· Notes to the Accounts – the notes show details supporting each of the main accounting statements, together with additional information to explain the financial transactions. Note 1 contains the Accounting Policies. The purpose of these policies is to explain the basis for the recognition, measurement and disclosure of transactions and other events in the accounts;
· Police Officer Pensions, Home Office Memorandum Account – this summarises the transactions relating to retirement benefits paid to police officers and how these costs are financed.
Relationship Between Accounting Statements
The different accounting statements are linked in several important ways. The relationship between the Comprehensive Income and Expenditure Statement and the movement in the PCC Group’s total reserves is shown in the Movement in Reserves Statement. 
The Cash Flow statement reconciles to the balance on the Comprehensive Income and Expenditure Statement for the year and the movement in the Balance Sheet cash and cash equivalents.
The Expenditure and Funding Analysis shows how the expenditure is allocated for decision making purposes between the directorates within the Force.


Signed by Julie Flint
_________________________________

Julie Flint CPFA MSc
Chief Finance Officer to the 
Police and Crime Commissioner for Lincolnshire
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2017/18 Total Net Operational Expenditure 2018/19

£000 £000

196,681Gross Expenditure as per Financial Statements 256,216

(59,278)Pensions Accounting (121,901)

(9,681)Capital Accounting (3,238)

(430)Accumulated Absence (200)

(107)Collection Fund -                

-                Regional Reserves Transfer (136)

(693)Seconded Officers (565)

(1,277)Regional NICHE -                

125,215Gross Operational Expenditure 130,176

(7,788)Fees, Charges and Other Service Income (7,854)

117,427Total Net Operational Expenditure 122,322
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2017/18 2018/19

Ratio 

£m £m

for year

78.2Employees 82.6           63%

26.9Third party payments and contracted services 27.1           21%

8.6Supplies and Services 10.1           8%

2.9Capital Financing 2.4             2%

2.9Premises 2.9             2%

1.5Transport 1.5             1%

4.2Collaboration and Contributions 3.6             3%

125.2Total Gross Operating Expenditure 130.2         100%

-7.8Less Sales, Fees and Charges -7.9

117.4Total Net Operating Expenditure 122.3        

Operational Expenditure
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Operational Expenditure £130.2m
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2017/18 Income 2018/19

£000 £000

(150,696)Income as per Financial Statements (152,229)

20,070Pension Top-Up Grant 24,597

5,451Recognised Capital Grant and Contributions 819

-                 Council Tax Collection Fund 14

82Gains on the disposal of assets 104

120Regional Reserves Transfer -                

693Seconded Officers 566

1,277Regional NICHE -                

7788Fees, Charges and Other Service Income 7,854

(115,215)Total Income (118,275)

(2,212)Transfer from Reserves (4,047)

(117,427)Total Income including transfer from reserves (122,322)
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2017/18 2018/19

Ratio 

£m £m

for year

Central Funding:

57.9Police Grant 57.9           50%

6.8Legacy Council Tax Grants 6.8             6%

2.0Other Government Grants 1.5          1%

Local Funding:

46.4Council Tax income 49.6           43%

113.1 115.8         100%

Total Funding
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2017/18 2018/19

Ratio 

£m £m

for year

4.7Blue Light Project* 11.2           68%

2.4ICT Schemes 2.3             14%

1.9Buildings Schemes 1.1             7%

1.7Vehicles 0.7             4%

0.9Equipment 0.5             3%

-          Speed Cameras 0.3             2%

0.3Regional 0.3             2%

11.9 16.4           100%

*Includes £4.2m of partner funding which is excluded from the financial statements

Capital Expenditure
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Capital Expenditure £16.4m
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2017/18 2018/19

£m £m

5.5Government Grants & Other Contributions 5.4              33%

-              Borrowing - External 18.0          

4Borrowing - Internal (7.5)

Total Borrowing 10.5            64%

2.1Direct Revenue Financing 0.4              2%

0.3Capital Receipts 0.1              1%

11.9 16.4            100%

Capital Financing

Ratio  for 

year
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Capital Financing £16.4m
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2018/19 Budget Actual Variance

£m £m £m

Services

PCC 32.9 30.8 (2.1)

Chief Constable Delegated Budget 88.7 90.4 1.7

Joint Services 1.2 1.1 (0.1)

Total Service Expenditure 122.8 122.3 (0.5)

Funding

General Police Grant 57.9 57.9 -                     

Legacy Council Tax Grants 6.8 6.8 -                     

Other Government Grants 0.9 1.5 0.6

Council Tax Precept 49.6 49.6 -                     

Total Funding 115.2 115.8 0.6

Other Income

Custody Contract 2.3 2.2 (0.1)

Other Income 0.2 0.3 0.1

Total Income 2.5 2.5 0.0

Total Funding and Other Income 117.7 118.3 0.6

Total (Surplus) / Deficit 5.1 4.0 (1.1)

Financed by Reserves

Net transfer from / (to) Reserves 5.1 4.0 (1.1)

-                      -                      -                     


