
 
 
Decision Notice 
 

To  
 

Police and Crime Commissioner 

From  
 

Contact:  Iain McCulloch, Chief Finance Officer  
Email: iain.mcculloch@sussex-pcc.gov.uk 
Tel:  01273 481582 

 
Contact:  Peter Gillett, Director of Finance 
Email: peter.gillett@sussex.pnn.police.uk 
Tel:  01273 404008   
 

Reference 
 

 

Subject 
 

Review Of Reserves – Phase 1 Local Policing 
Transition Support Reserve 
 

Date  
 

27 September 2017 

Recommendation 
 

Following the first phase of the balance sheet 
review the Police and Crime Commissioner 
(PCC) is recommended to APPROVE: 

[a] the reallocation of £15m of current 
earmarked reserves and the allocation of 
a further £2m from the Chief Constable’s 
2017/18 revenue budget to a new 
earmarked ‘Local Policing Transition 
Support Reserve’ to protect the changes 
delivered through the Local Policing 
Transformation Programme, and mitigate 
the impact of the immediate reductions in 
officer numbers; and 

[b] the procedures for the management of 
the reserve and the release of resources; 
and 

[c] the updating of the 2017/18 – 2020/21 
Medium Term Financial Strategy to 
record the changes. 

 



 

Is the decision of significant public 
interest 
 

Yes 

Summary of reasons for decision 
 

The chief finance officer has a fiduciary duty to 

local taxpayers, and must be satisfied that the 
decisions taken on balances and reserves 

represent proper stewardship of public funds. 
Within the existing statutory and regulatory 

framework, it is the responsibility of the chief 
finance officer to advise about the level of 

reserves that they should hold and to ensure 
that there are clear protocols for their 

establishment and use. Reserves should not 
be held without a clear purpose. 
 

Consultation undertaken 
 

Not required 
 

Approved by legal adviser (if 
appropriate) 

Not required 
 

Approved by finance (if appropriate) Yes 
 

Background papers 
 

Reserves Review Phase 1 - Transition support 
reserve FINAL 27.09.2017 
 

Identified media issues The policing budget and resources are of public 
interest. 
 

Introduction and background to the decision 
 

In accordance with good practice, the Chief Finance Officer for the PCC in association 
with the Director of Finance of Sussex Police have undertaken to review the group 

balance sheets. The review has been split into phases with the first phase looking at 
the necessity and adequacy of the balances held as earmarked reserves. 
 

CIPFA and the Local Authority Accounting Panel consider that local authorities (PCC) 
should establish reserves including the level of those reserves based on the advice of 

their chief finance officers. PCCs should make their own judgements on such matters 
taking into account all the relevant local circumstances. Such circumstances vary. In 

assessing the appropriate level of reserves, a well-managed authority will ensure that 
the reserves are not only adequate but are also necessary. 

 

The establishment and maintenance of resource-backed reserves are held for three 
main purposes: 

 
• a working balance to help cushion the impact of uneven cash flows and avoid 

unnecessary temporary borrowing – this forms part of general reserves; 
 



• a contingency to cushion the impact of unexpected events or emergencies – 
this also forms part of general reserves; 

 
• a means of building up funds, often referred to as earmarked reserves, to meet 

known or predicted requirements; earmarked reserves are accounted for separately 
but remain legally part of the reserves. 

 
The Chief Finance Officer has a fiduciary duty to local taxpayers, and must be satisfied 

that the decisions taken on balances and reserves represent proper stewardship  of 
public funds. Within the existing statutory and regulatory framework, i t is the 

responsibility of the Chief Finance Officer to advise about the level of reserves that 
they should hold and to ensure that there are clear protocols for their establishment  

and use. Reserves should not be held without a clear purpose. 

 
The many factors involved when considering appropriate levels of reserves can only be 

assessed properly at a local level despite. The process of this review has been taken 
with reference to the legislative and regulatory framework contained within the Local 

Government Finance Act and the guidance contained within the CIPFA LAAP Bulletin 
99. 

 
A considerable degree of professional judgement that draws on various sources of 

assurance is required when determining the level of reserves.  
 

One of the key sources of assurance is through risk management and the process of 
taking appropriate action to mitigate or remove risks where possible. This in turn may 

lead to a lower level of reserves being required, and it would be appropriate to consider 
reducing the level of balances held where appropriate action to mitigate or remove 

risks has been successfully undertaken. A balance will need to be found between 
maintaining adequate levels of reserves and investing in risk reduction measures. This 

forms part of the risk management process that is considered as part of the annual 

budget process. 
 
The first phase of the review has focused on the appropriateness and adequacy of the 
Earmarked balances held as the ‘Operational’ reserve and the single use earmarked 
reserves for PFI and the Delegated Budget Holder reserves. 
 

The review report concluded and recommended that £15m of earmarked reserves can 

be reallocated and has identified how those resources combined with  a further £2m 
totalling £17m (see table below) could be used by the Chief Constable to help the 

management of change through the Local Policing transformation Programme and 
mitigate the impact of the immediate reductions in officer numbers that would have  

been required to balance the budget over the four years of the MTFS.  
 

Source of Funding £m 

PFI Reserve 10.3 

Operational Reserve 2.5 

Divisional Discretionary Reserve 2.2 

Identified Revenue Underspend 2017/18  2.0 



Total to establish the new Transition Support Reserve 17.0 

 
 
The funds are expected to be utilised over the following financial years as follows: 
 

Forecast use of Transition Support Reserve Funds £m 

Year to 31-Mar-18 4.6 
Year to 31-Mar-19 8.4 

Year to 31-Mar-20 4.0 

Total use of Transition Support Reserve 17.0 
 

Agreement to release specific tranches of the reserve to the Chief Constable between 
now and April 2020 would be done so through consideration of reports at the monthly 

financial accountability meetings between the force and the PCC. Any allocations from 

the reserve approved as a result of this ‘check and release’ process would be made on 
a quarterly basis. 
 
 
 

Financial implications 
 
Within the report. 
 

Other implications and risks 
 
Within the report. 
 
 
 
 
 
 
 
Signed __________________________________________  Date: 27 September 2017 

Police and Crime Commissioner for Sussex 
 

 
Signed __________________________________________  Date: 27 September 2017  

Chief Executive 
 
 

 
Signed __________________________________________  Date: 27 September 2017 

Chief Finance Officer 


