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1. PURPOSE OF THE REPORT 
1.1. To update Panel members on the position against the 2024/25 budget, the current planning for the Medium Term Financial Forecast and provide a summary of matters that are likely to impact on police funding for West Yorkshire.
1.2	For this briefing, the Panel are presented with the following information:
I. An update on the current 2024/25 financial position

II. An overview of the Medium-Term Financial Forecast for 2025/26 and beyond for Revenue and Capital

III. A summary of the likely factors impacting police budgets in future years.
2. INFORMATION

Update on 2024/25 Financial Position. 
2.1 	Panel members will recall that in February a budget position was presented that showed a balanced budget for 2023/24 and 2024/25, drawing on a use of reserves and setting the maximum precept allowed for 2024/25.

2.2 At present the position for 2024/25 shows a small overspend against budget and this will be kept under review. An updated position will be provided to the Panel in February 2025 alongside the proposed budget for 2025/26.


3. 	2025/26 and Medium Term Financial Forecast update

Background

3.1 Chancellor Rachel Reeves is set to deliver Labour’s first Budget in 15 years on Wednesday 30 October 2024, outlining their financial priorities amidst significant pressure on public spending. In her speech at the Labour Party conference, she emphasised that boosting the economy is a key government priority.

3.2 The Budget is expected to include tax increases and spending cuts, with clear indication that businesses will face a hike in National Insurance contributions, currently at 13.8%. Additionally, there is speculation that companies may soon be required to pay National Insurance on pension contributions made to employees.  It is unclear whether the potential national insurance changes will impact on the public sector.

3.3 Other areas under scrutiny include fuel duty, which has remained unchanged for over a decade, being frozen between 2012 and 2022, then reduced by 5p in March 2022. A verbal update will be provided to the Panel on any issues emerging from the budget which may impact on police funding.

3.4 UK inflation dropped to 1.7%, dipping well below the Bank of England target for the first time since 2021 (ONS 16 October), indicating prices are rising more slowly compared to a year ago. The Bank of England has been trying to bring inflation down by keeping interest rates higher, and this reduction in inflation is expected to increase the likelihood that the Bank of England will lower interest rates at its next policy meeting in November. This reduction is largely because of lower air fares and petrol prices (ONS).

3.5 This paper outlines the updated Medium Term Financial Forecast for Revenue and Capital for the financial years 2025/2026 to 2027/28, highlighting changes and additional pressures since the previous update. The proposed budget and precept will be provided to the February meeting, following consultation on the precept over December/January. A sub-group of the Police and Crime Panel is meeting in late October with members of the Policing and Crime Team and Combined Authority finance colleagues to provide their views on the approach to the precept consultation, in line with the commitment given in February when the precept was considered. A separate paper on this agenda provides an early consideration of the work underway and this will be further developed with consideration of the input from the sub-group.


4.	REPORT DETAILS

4.1	Revenue Medium Term Financial Forecast

The revenue Medium Term Financial Forecast (MTFF) has been updated to incorporate additional pressures, savings and assumptions identified since the budget was set. The revised forecast for 2025/26 now shows a deficit of £17.343m, based on a precept of £10, although this limit is not expected to be confirmed until December, and the deficit rises in subsequent years.

The updated deficits for each year are as follows:
	2025/26		£ 17.343m
	2026/27		£ 27.888m
	2027/28		£ 40.238m

Attached at Appendix A is a detailed breakdown of the MTFF across the next three years.

4.2	Assumptions

Key assumptions within the figures presented are:

· Funding for September 2024 pay award will be baselined
· 2% pay award for 2025/26 and beyond
· £10 precept in 2025/26 and £5 beyond
· Insurance inflation increases between 20% and 35%, then 2% thereafter
· General inflation applied to most other areas of expenditure between 2% to 6% per annum, with some contract specific inflation being higher. This will continue to be reviewed
· A Police Staff and PCSO vacancy factor of 4% throughout the MTFF
· Contact vacancy factor of 0% throughout MTFF

4.3	Strategy for Closing the Gap

As previously advised to the Panel, the Priority Based Budgeting (PBB) Programme is the primary vehicle for closing the gap in the medium to long term. While the aspiration is to have as much of the gap as possible closed through productivity savings there will, in the longer-term, be a need for consideration of service level changes. The more that can be achieved in productivity savings, the less will need to be achieved through service level changes.

West Yorkshire Police are continuously progressing the PBB programme which sets out a rational strategic planning process undertaken as to deliver the desired outcomes required of this approach. Options will be further refined over the coming months in order to seek to close the current funding gap.  

4.4	Capital Medium Term Financial Forecast

The current capital programme is summarised in the table below.
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The capital programme for the MTFF period 2025/26 to 2028/29 totals £108.976m. 

Of this £58.184m is allocated to Estate Programmes which is funded through borrowing, spreading the financing costs over the assets’ lifespan, ranging from 10 to 50 years, and is charged to revenue over this period.

An additional £40.213m for the shorter life assets is funded directly from revenue in the year it is incurred. The remaining £10.579m is funded by a combination of Reserves and Capital Receipts.

4.5	Risks

Although inflation has positively decreased to 1.7% and the likelihood of a 0.25% cut in interest rate has strengthened, risks persist. Potential increases in energy prices and a possible spike in oil prices due to the escalating conflict in the Middle East could still pose challenges.

Funding levels for 2025/26 remain uncertain until the Government announces departmental budgets, expected to be in the October Budget. More detailed information on policing funding will be received in the Provisional Settlement early in December.

There is a strong likelihood that the October Budget will announce an increase in employers National Insurance contributions. If this is increase is unfunded a 1% rise would add over £3m in budget pressure to WYP.

5	EQUALITY, DIVERSITY AND INCLUSION BENEFITS AND IMPLICATIONS 

5.1	West Yorkshire Police has a clearly stated commitment to diversity, equality and inclusion in all aspects of its operations, including those funded through the budget considered in this paper.

6	LEGAL IMPLICATIONS 

6.1	None arising directly from this report.

7	EXTERNAL CONSULTATION

7.1	Public consultation on the proposed precept will take place during December 2024 and January 2025, with the outcome to be considered by the Police and Crime Panel in February. 

8.	RECOMMENDATIONS

8.1	That Panel members consider the information provided on the position of the 2025/26 budget, the current planning for the Medium Term Financial Forecast and other matters that are likely to impact on police funding for West Yorkshire.


BACKGROUND PAPERS AND APPENDICES

Appendix A – Medium Term Financial Forecast 2025/26 to 2027/28
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WEST YORKSHIRE POLICE

CAPITAL MEDIUM TERM FINANCIAL FORECAST AS AT OCTOBER 2024

ORIGINAL 

BUDGET 

2024/25

DRAFT 

BUDGET 

2025/26

FORECAST 

BUDGET 

2026/27

FORECAST 

BUDGET 

2027/28

FORECAST 

BUDGET 

2028/29

£000 £000 £000 £000 £000

ESTATES PROJECTS 27,591          32,089          18,695          4,400            3,000            

INFORMATION TECHNOLOGY PROJECTS 7,822            6,964            3,673            5,946            6,804            

FLEET, EQUIPMENT AND NATIONAL PROJECTS 10,766          6,514            6,648            7,672            6,571            

TOTAL BUDGET 46,180          45,566          29,016          18,018          16,374          

PRUDENTIAL BORROWING 27,591          32,089          18,695          4,400            3,000            

DIRECT REVENUE SUPPORT 8,438            6,808            7,284            12,729          12,836          

TSU REGIONAL CONTRIBUTION 101               139               139               139               139               

CAPITAL FINANCING RESERVE 6,884            4,184            422               -                -               

CAPITAL RECEIPTS  3,166            2,347            2,476            750               400               

TOTAL FINANCING 46,180          45,567          29,016          18,018          16,375          


