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Purpose

Reserves are one-off monies and can only be spent once. MOPAC and MPS aims to
avoid using reserves to meet ongoing financial commitments, other than as part of a
sustainable budget plan. There is a need to balance the opportunity cost of holding
reserves in terms of the impact on Council Tax against the importance of long-term
financial sustainability and resilience.

MOPAC and MPS operate in a complex and volatile environment where risks cannot
always be quantified. It is therefore essential that MOPAC holds sufficient reserves.
Reserves will be assessed quarterly as part of the quarterly monitoring process and will
be reported to the Deputy Mayor for Policing and Crime (DMPC) and ExCo.

In line with the requirements set out in the guidance to Police and Crime
Commissioners, MOPAC’s Reserves will be categorised as follows:

e Ageneral non-earmarked reserve to be maintained for unknown and/or
unforeseeable events.

e Earmarked capital and revenue reserves set aside for specific activities.

e Earmarked reserves to provide investment to deliver change, e.g. Estates
Transformation.

e Earmarked reserves relating to known risks.

General Reserve

The purpose of the general reserve is to provide for any unexpected expenditure that
cannot be managed within existing budgets. Such expenditure would be one-off and
resulting from an extraordinary event or unforeseen financial liabilities. Authorisation to
finance any expenditure from the General Reserve expenditure must be obtained in line
with the Scheme of Consent and Delegation and requires approval from the MOPAC
S151 Officer and the DMPC.

The level of the general reserve is a matter of judgement having regard to the advice
from the S151 Officer and will take account of specific risks identified through the budget
setting process. This is considered on an annual basis as part of the S25 robustness of
estimates and adequacy of reserves assessment. This forms part of the budget setting
process. It will also take account of the extent to which specific risks are supported
through earmarked reserves and that certain earmarked reserves such as POCA and
CT are subject to specific governance and not utilisable by MOPAC and MPS against
general risks.

It is proposed that the General Reserve Policy provides for an unallocated reserve of 2-
3% of the net revenue budget subject to the sensitivity and risks in the Medium-Term
Financial Plan. For comparison, average general reserves across PCCs were 3.0 per
cent at the end of the 2023/24 financial year.
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To remain financially resilient, stringent controls should remain in place across MOPAC
and MPS on the drawdown of reserves. Both corporations sole should maintain a
proactive approach to building back the general reserve. An opportunity to do this is
expected to arise at the end of the 2024-25 financial year given a forecast year-end
underspend. Currently the total reserves balance (including both General and
earmarked) is expected to fall to £124.0 million in 2027-28. There is also a reasonably
likely scenario where the ‘managing the workforce cost’ reserve needs to be consumed
in 2025-26 and therefore reserves would fall towards £110m.

Based on our current assessment of budget risk our total reserve levels should not fall
below £125 million. In view of this, MOPAC and MPS should continue to ensure that the
total reserves balance is proactively replenished to avoid a level below £125 million
across the MTFP.

The General Reserve 2023-24 opening balance was £66.6 million, the MTFP assumes
this will be increased by £10.0 million from forecast 2024-25 MPS underspends to result
in a closing 2024-25 balance of £76.6 million. The General Reserve is forecast to
remain stable at £76.6 million for the duration of this budget’s Medium Term Financial
Plan (MTFP), and in 2025-26 represents 2.0 per cent of MPS/MOPAC net revenue
expenditure. Taken together with earmarked reserves as at 31 March 2026, the total
level of reserves represents 4.1 per cent of MPS/MOPAC net revenue expenditure.
Whilst the level of General Reserve is below the target 2-3 per cent of the current
reserves strategy, this level is met when considering both General and earmarked
reserves together. To provide corporate grip and financial control, all changes in the
planned use of reserves must be approved by the MOPAC S151 Officer, in consultation
with the MPS S151 Officer (and final DMPC approval).

As part of the quarterly review process, reserves that are not supported by plans will be
released for consideration as part of the MTFP.

Earmarked Reserves

Earmarked reserves are held to meet identified spending commitments. MPS will
propose the use of these reserves where it feels they are necessary. These reserves
can only be used for the purpose for which they are created and will be reviewed
quarterly. Draw down from the reserves will be subject to an assessment by the MPS
S151 Officer for MPS reserves and MOPAC S151 Officer for MOPAC specific reserves,
that there is a robust justification and that expenditure is in line with agreed plans.
Ultimately all reserves drawdowns are subject to approval by the DMPC.

Current earmarked reserves are as following and are grouped in line with the CIPFA
guidance:

o Earmarked capital and revenue reserves set aside for specific activities.

e Earmarked reserves to provide investment to deliver change, e.g. New Met for
London

o Earmarked reserves relating to known risks.

o Further detail of the reserves held in each of these groups is set out below.
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Earmarked capital and revenue reserves set aside for specific activities

Supporting the budget — this is 24-25 underspending taken into reserves to support the
25-26 budget.

Managing Workforce pressures —This reserve has been created from the £50m provided
by the Home Office in 24-25 to support affordable FTE, and £13.5m of the 2024-25
forecast underspend.

Business Group Initiatives - This reserve supports the delivery of one-off projects within
business groups.

Operational Costs - This reserve exists to fund a number of specific operational
requirements such as investigative coaches where it has been agreed funding would be
carried forward to enable the profiling of these costs in future years.

Historical Public Inquiries - This reserve funds the provision of resources to respond to
requests for information and other legal requirements arising from the work of the public
inquiries and is forecast to be fully spent by the end of 2024-25.

Managing Officer FTEs - This reserve was established in 2017-18 following a
Management Board decision to work towards a relatively stable trajectory for officer FTEs
over the medium term. This reserve is forecast to be fully spent by the end of 2024-25.

Property - These reserves are accumulated or drawn down to facilitate the MPS estates
rationalisation programme. This covers a reserve for dilapidations to fund future
expenditure on properties where the leases have expired and a reserve for property
related costs which reflect the requirement to provide for the cost of various building
related projects as part of our central estates’ strategy.

POCA - The reserve is used to drive up performance on asset recovery work, crime
reduction projects and to fund local crime fighting priorities for the benefit of the
community.

Specifically Funded for Third Parties - This reserve holds monies for Counter Terrorism
Capital Expenditure, future Airwave replacement requirements at Heathrow and London
City Airports. The spend profile reflects the commitments for these organisations.

Business Rates - This reserve was set up by the Mayor to fund an additional 1,000 FTEs
over 3 years. This reserve is forecast to be fully spent by the end of 2024-25.

MOPAC Earmarked - MOPAC holds reserves for its own internal budget. MOPAC aim to
drawn down a managed amount from these reserves each year to fund a variety of
commissioned services reflecting the priorities set out in the Mayor’s Police and Crime
Plan.

Earmarked reserves to provide investment to deliver change, e.g. New Met for
London

Supporting Local Change - This reserve supports delivery of the various modernisation
programmes in particular estates transformation.




Earmarked reserves relating to known risks

Managing the Budget - This is a smoothing reserve to manage budget fluctuations
during the year and to smooth the short term impact of funding changes and cost
pressure. This reserve is forecast to be fully spent by the end of 2024-25.

Insurance - This reserve covers insurance costs in line with the insurance strategy. This
reserve will cease due to the fact that insurance risks are covered through provisions

Management and Governance

Approval arrangements are as follows:

¢ MOPAC/ExCo approval is needed for the creation of new earmarked reserves,
subject to the recommendation of the respective MOPAC/MPS S151 Officer.

o Allreserves to have a named accountable officer who are required to prove they
have plans to utilise the reserve over the period of the MTFP.

o All draw downs from reserves are subject to the approval of the relevant S151
Officer and the DMPC.

o The S151 Officer shall approve the use of all earmarked reserves provided that
the intended use is in accordance with the purpose for which the reserve was
established and approved. Intended use outside of the defined purpose will
require DMPC approval.

e  S151 Officer approval is required for all contributions to reserves.

e Quarterly review of reserves to be carried out in conjunction with quarterly
monitoring of the budget.

e Movements in reserves will be reported to DMPC on a quarterly basis.

e Each reserve to be supported by the completion of the reserves protocol that will
contain:

o The named accountable officer

o Aclear rationale and description of the purpose of the reserve
o Details of any conditions associated with the reserve

o A profile of expected spend and contributions to the reserve

An annual review of each earmarked reserve will be carried out between the S151
Officer and the relevant Director to ensure that all reserves comply with legislative and
accounting requirements. This review will ensure that the number and value of reserves
is not unnecessarily increasing and are held corporately to manage emerging pressures
and risks.

The short-term use of reserves may be agreed by the Section 151 Officer to provide
time to plan for a sustainable funding solution in the following financial year.

The reserves policy is to be reviewed annually as part of the budget setting process.
The planned drawdown of reserves over the MTFP is set out in the table below.



MOPAC MTFP reserves balances and usage — 31 March 2024 to 31 March 2028

. . Closing Planned Closing Planned Closing Planned Closing Planned Closing
Group'lngs for Final Balance Usage Balance Usage Balance Usage Balance Usage Balance
Submission 24-25 25-26 26-27 27-28

23-24 24-25 25-26 26-27 27-28
£m £m £m £m
£m £m £m £m £m
Supporting Local Change 33.0 -26.5 6.5 -6.4 0.1 -0.1 0.0 0.0 0.0
Managing the Budget 31.6 -31.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Support the budget 0.0 54 54 -5.4 0.0 0.0 0.0 0.0 0.0
Managing Workforce Pressures 0.0 63.5 63.5 -50.0 13.5 0.0 13.5 0.0 13.5
Business Group Initiatives 1.1 -0.7 04 -0.3 0.1 -0.1 0.0 0.0 0.0
Operational Costs 57.3 -49.0 8.4 -6.5 1.8 -04 1.4 -0.2 1.2
Historical Public Inquires 0.8 -0.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Managing Officer FTEs 23.1 -23.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Property Costs 49.7 -6.9 42.8 -11.3 31.5 -7.8 23.7 -7.8 15.8
POCA 19.8 -1.9 17.9 -3.6 14.3 -3.6 10.7 -3.6 7.1
Funded for Third Parties 13.8 -2.4 11.4 0.1 11.5 -2.9 8.6 -3.9 4.7
Business Rates 30.0 -30.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
MPS Earmarked Reserves 260.4 -104.1 156.3 -83.5 72.8 -15.0 57.8 -15.5 42.4
MOPAC Earmarked 43.5 -13.9 29.7 -19.5 10.1 -4.8 5.3 -0.3 5.0
Total Earmarked Reserves 303.9 -117.9 185.9 -103.0 82.9 -19.8 63.1 -15.7 47.4
General Reserves 66.6 10.0 76.6 0.0 76.6 0.0 76.6 0.0 76.6
Grand Total 370.5 -107.9 262.6 -103.0 159.6 -19.8 139.8 -15.7 124.0




