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2. Proposed Precept for 2020/21.
3. Medium Term Financial Forecast 2020/21 — 2023/24.

ATTACHMENTS

List of Annexes

A Revenue Budget Forecast (Medium Term) 2020/21 — 2023/24

B Budget for the Office of the Police and Crime Commissioner 2020/21
C Budget for the Chief Constable 2020/21

D Anticipated Reserves 2020/21 — 2022/23

E Summary of precept 2020/21




RECOMMENDATIONS

1. To note and acknowledge the letter from the Chief Constable (see page 7-10)

setting out his professional recommendation to the PCC regarding the budget and

precept proposal for 2020/21.

2. In respect of the revenue budget for 2020/21: -

a)
b)

c)

d)

To note the information and analysis as set out in this report.

To agree the proposed adjustments to the 2020/21 budget as detailed in both
this report and Annexes A through E

To maintain a revenue contribution to capital of at least £2.95m into the base
revenue budget.

To approve the revenue budget for 2020/21.

3. Inrespect of the council tax requirement, the associated police precept and

provisional contributions to/(from) reserves: -

a)

b)

Confirm the £10 precept increase for a Band D Property, as unanimously
approved by the Police and Crime Panel on 23 January 2020.
To note the anticipated movement in reserves during 2020/21 as shown in

paragraph 8.4 and Annex D.

4. In respect of the Medium Term Financial Forecast for 2020/21 - 2023/24 discussed

within this report but also shown in more detail at Annex A: -

a)
b)

C)

d)

To note the financial forecasts up to 2023/24.

To note the assumptions inherent in those forecasts, as described in paragraph
6.7 and the scenarios that affect the projected financial position.

To note that the Medium Term Financial Forecast (paragraph 6.7 and Annex
A) indicates reserves will not be sufficient to close a future funding gap.

To recognise that the Force will need to identify efficiencies and savings both for
reinvestment but also to protect front-line services. (The savings strategy is
included in the Medium Term Financial Strategy)
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e) To repeat the call to government for a fairer funding settlement for Derbyshire
that includes an increase in central funding and does not merely pass the
financial burden to local tax-payers through precept increases.

CONTACT FOR ENQUIRIES

Name: Andrew Dale
Tel: 0300 122 6000
Email pccoffice@derbyshire.pnn.police.uk
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Preface from the Police & Crime Commissioner

To say that my preface to this precept report is being written in unusual times is, to coin
an over-used phrase, something of an understatement. Announcements about the
levels of police funding (‘the Settlement’) are usually made in early December which
allows us to prepare detailed papers that include certainties about the levels of funding
we will be getting from central Government through the Police Grant; we also know at
what level the precept limit has been set, so | have an idea of the scale of the flexibility |
have available to me when considering any change; and most importantly | will have
had time, albeit over the holiday season, to give Derbyshire residents the opportunity to
have their say over any potential changes in precept levels for policing. This year we
had none of this. We did not get these vital figures until 22" January — less than 24

hours before | was due to present my precept report to the Police and Crime Panel.

The General Election in December meant that decisions about governmental spending
were put on the back burner, it also meant no statements about the capping
arrangements for any potential precept rises. This in turn has made it very difficult for
me to go to the people of Derbyshire and explain the financial picture for 2020/21 and
what | may need to ask in terms of the precept level for policing in the coming year. To

me this is unacceptable but something over which | have no control.

| think it is fair to say that there is an acceptance that after a decade of austerity, and
resultant cuts in policing, there has been a significant effect on the Police Service of
England and Wales. The headline-grabbing announcement towards the end of the year
of 20,000 additional officers would seem to be a recognition of this. Whilst obviously
welcomed, let me be clear that this will not cancel out the effects of the past ten years,
though it will help shore up the service. It is important to recognise that the roll out of
these additional resources will take time, and will not be felt in full until the end of 2023.
We must also acknowledge that whilst any additional police officers are a welcome
boost to the service, the 20,000 does not address the estimated 19,000 police staff
roles that have been lost that allow these new officers to do the job of policing and

keeping people safe, rather than the administrative tasks that keep the engine running.
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Last year | will admit | was, like most of my colleagues, caught a little off guard when
the government announced the flexibility to raise the precept by a maximum of £24. We
had heard whispers that a greater flexibility than the usual 2% increase might be on the
cards, but this represented the first significant increase in over ten years. | worked
closely with the Chief Constable and ensured that he fully understood that if | was going
to ask the public of Derbyshire for an additional £24, | (and they) expected to be able to
see and feel the difference that this would make. The Chief agreed that this was
important and we set about an unprecedented recruitment campaign, to seemingly
impossible deadlines, to be able to deliver the uplift in officers and staff. True to his
word, the Chief Constable delivered these officers and staff and we are now starting to
feel the benefit of them within our communities. We have seen increased visibility within
neighbourhoods, we have seen work (supported by additional funding from my office) to
increase activity to address speeding through enforcement and investment in
Community Speedwatch initiatives, we have seen a focus on tackling the issues of rural
and wildlife crime through investment in the rural crime team. Initial feedback | have had
from people out on the streets has been positive, but | am acutely aware that there is

still more for us to do.

It would be short-sighted to simply consider policing in isolation, as | have a wider
responsibility relating to partnership working and supporting victims of crime. Some may
suggest that austerity’s bite has been even more noticeable with some of our partners,
and | have certainly felt the impact of their cuts through a shift of demand from services
traditionally provided by partners onto the police. Examples of this would include
children’s services and provision for those with mental health needs. Whilst | obviously
want to play my part as an active partner, | simply cannot afford to plug all of the gaps

that are now appearing.

I have had difficult decisions to make when it comes to this year’'s budget and precept.
As | have outlined above | have had to consider options with only half the picture. As
you would expect, | have spent a considerable amount of time talking to the Chief
Constable to gain his professional perspective and he has chosen to write an open
letter to share his views with the people of Derbyshire (a copy of which follows). My

Chief Finance Officer has worked with the Force finance team to model potential

Page 5 of 38



financial positions and options for this and future years. | have gone to the public, both

online and in person, to ask for their views.

I must also acknowledge the elephant in the room in that there are the PCC elections in
May. But let me be clear...the decisions | will make, and the recommendations | outline
in this report are based on doing what | believe are the right things for the people of
Derbyshire, not the most politically expedient. When | took up office in 2016 | took an
oath which stated that | would, to the best of my ability, execute the duties of my office

to ensure that the police are able to cut crime and protect the public.

Hardyal Dhindsa
Police & Crime Commissioner for Derbyshire
February 2020
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Tel: 101 Contact: Peter Goodman

Text Relay: 18001 101 Direct Tel:
www.derbyshire.police.uk Ext _—
Our ref: HQ/CC/PCPT1.8
Date: 13 January 2020

Hardyal Dhindsa

Police and Crime Commissioner for Derbyshire
Butterley Hall

Ripley

Derbyshire

DES5 3RS

Dear Commissioner
Precept Considerations for 2020/21

| am writing to you as | enter my fourth year as Chief Constable of Derbyshire Constabulary and to
share my professional view on why | believe you should increase the council tax precept by £10,
subject to the maximum allowed by the Government and regulations. During my time as Chief
Constable | believe that we have developed a good and professional working relationship, one
which | hope that you have found to be beneficial, allowing you to hold me to account for the delivery
of policing services within Derbyshire, supporting the ambitions of your Police and Crime Plan.

Firstly, | would like to take this opportunity to formally thank you on behalf of the Constabulary for
proposing last year's precept increase of £24, which was unanimously supported by the Police &
Crime Panel. This provided the opportunity for the Constabulary to continue to provide a high-
quality policing service to the people of Derbyshire. As a result of this precept growth, | am pleased
to say that | have been able to increase the number of Police Officers and Police Staff dedicated
to providing visible policing within our communities by 120 people, comprising of fifty-eight Police
Officers, fifteen Police Staff, eleven Neighbourhood Enquiry Officers, fourteen PCSOs and twenty-
two Detective Staff Investigators.

This year has also seen our first cohort of Police Now Officers join the Constabulary, specifically
recruited to support visible neighbourhood policing. Police Now is a two-year graduate programme,
training and developing people to become part of the next generation of Police Officers. This is a
new way to enter the police family, broadening the diversity, skills and experience of our workforce
and helping to make us truly representative of our communities.

In addition to all of the above, | have supported your commitment to ensure a visible and dedicated
difference to the way in which rural communities are policed through the creation of a County-wide
Rural Crime Team. Further work is also ongoing to train Safer Neighbourhood Officers so that they
are equipped to respond to the rural and wildlife issues in their local area. | also know that as part
of your #D383 initiative, one of the consistent topics that was raised as a concern by our
communities is the speeding of motor vehicles. | am very pleased to say that last year's precept
increase allowed me to provide an uplift of specialist officers dedicated to tackling speeding and
other crime on the roads of the north-west of the County and beyond. This is yielding rewards, with
the number of people killed or seriously injured on the roads of Derbyshire already reduced. We
have also seen investment in our public protection capability, which sees the most vulnerable
victims of crimes such as sexual abuse, child sexual exploitation and domestic
violence receive an enhanced service from the Constabulary.

The changes that | have made to the Constabulary are not limited to ensuring “boots
on the ground”. A priority of mine has been to ensure that the Constabulary is
completely fit to face the future through a comprehensive programme of workforce

Derbyshire Constabulary Headquarters, Butterley Hall, Ripley, Derbyshire DES 3RS
Incoming telephone calls and data communications may be monitored and recorded
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modernisation. We were one of the first forces to implement the National Enablers Programme,
and our ground-breaking work on Business Intelligence, Analytics, and 24-7 drone coverage proves
our commitment to innovate and “push the envelope” when it can be shown to deliver clear benefits
to the organisation. | have also ensured that cultural change is prioritised, empowering my
colleagues to do the right thing without fear of blame should it go wrong, guaranteeing that lessons
are learned throughout the entire organisation, and emphasising a just culture that is able to
demonstrate a real difference to the people of Derbyshire.

| know that the decision to propose and lobby for this increase in funding was a difficult one for you
to make, especially at a time when household budgets are being squeezed on many fronts. | hope
that | have shown that when the Constabulary is trusted by you with the public’'s money, it spends
it wisely, ensuring that the benefits to the community are realised quickly and intelligently.

As you know, the cost of policing does not remain static, and over recent years we have seen some
very real and significant financial challenges facing the Constabulary. Some of these challenges
are completely out of our control, such as the recent decision to increase Police Officer and Police
Staff salaries by 0.5% above the expected level of 2%, yielding a requirement to find an additional
£0.6m annually. In the absence of contrary information, we forecast that this 2.5% increase will
continue for several years to come. We have also seen a recent change to the way in which the
contribution to Police Officer pensions is calculated, yielding an additional, and significant, annual
pressure of £1.8m which is currently being met by a grant contribution from the Home Office;
although there are no guarantees on that funding going forward.

We are also confronted with a constantly changing landscape regarding the way in which our
business is conducted in the digital environment. Whilst | recognise that this does present us with
many opportunities for long-term savings through business efficiencies, such as those expected
from our Analytics programme, there are significant upfront and ongoing maintenance costs
associated with technology development and licensing which are unavoidable. We do, of course,
have the option of reducing our expenditure on the future-proofing of our capabilities, but this is
ultimately ill-advised as it would denude our ability to tackle new and emerging crime types, as well
as reducing our capability to understand and address the ever-increasing and complex demands
placed upon our services.

As mentioned above, we are leading the way with the National Enablers Programme, recognising
at an early stage the potential it could bring. However, we should not forget that this programme
was an unavoidable outcome of the changes to Office 365 over which we had no control.
Increasingly, what were old infrastructure and on-premise storage capital costs in IT have now
become annual revenue costs based upon licences and cloud-based storage solutions which
create further pressure. We are now completely reliant on technology, and | know you share my
ambition that we should make the most of what this offers, to improve policing and the services we
offer; its changing nature does have a significant impact upon our finances however.

It should not be forgotten that the risk and threat that we face as a society is constantly changing.
Again, the ability to meet these challenges is not without cost, and tackling vulnerability requires
significant investment. For example, the recent work to address the scourge of modern slavery in
Derby and Latvia through Operation Doubrava necessitated an expensive multi-national, multi-
agency investigation which resulted in the safeguarding of twenty-eight vulnerable adults and the
prosecution of eleven perpetrators. As a result of Operation Doubrava, the Constabulary now has
a unit dedicated to tackling modern slavery and human trafficking; only a few years ago this would
have been seen as a luxury, rather than a necessary and vital tool in our arsenal against organised
criminality.

Whilst some of the above areas have been financed through the increases in precept over recent

years, | have ensured that our reserves have been used, as appropriate, to reduce the burden on
the public purse. However, we are now at a stage where our reserves have been largely depleted,
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reducing at the fastest rate of any other Force over the recent period, and aggravated by the recent
unforeseen and significant expenditure incurred whilst responding to the emergency at Toddbrook
Reservoir in Whaley Bridge (which the Force is unable to claim back as it fell below Bellwin limits).

Put bluntly, it is not a comfortable position in which we now find ourselves. If we assume a maximum
2% increase in the precept for the forthcoming year (the limit currently set by the Government),
then we face a real-terms cut and an end of year deficit of approximately £2.9m in 2020/21, with
insufficient available funding in reserves to balance the budget. Savings opportunities are still being
developed through the “Bridging the Funding Gap” programme and are by no means certain at the
moment. Any prudent financial planning would not anticipate “banking” any savings that are still in
the process of being delivered. Whilst our reserves would certainly be decimated in this scenario,
the impact would also be felt in the inability to continue with our various modernisation programmes,
with planned upgrades and maintenance to our estate being scaled back, delayed, or put on hold
indefinitely. It may very well be the case that in order to achieve the desired level of savings (thus
maintaining an appropriate but highly reduced level of reserves), resource vacancies will have to
be placed on-hold, with a very strong possibility of an overall reduction in numbers of Police Staff,
which may reluctantly include Investigators and other frontline Police Staff, throughout the County.

Whilst a 2% precept increase would present significant challenges if substantial savings cannot he
identified, a 0% increase in the precept amount has the potential to be catastrophic to policing in
the County, with an expected end of year deficit of approximately £3.7m in 2020/21. It is no
exaggeration to state that all operational activity would be detrimentally impacted upon, forcing the
Constabulary back into austerity measures, and leading to all of the good work conducted during
my time as Chief Constable to be completely undone. All modernisation programmes would cease,
redundancies would be inevitable, and we would have no choice but to scale back on our
involvement in wider partnership working as well as looking to delay any further investment in
collaborative opportunities with Derbyshire Fire & Rescue Service; collaboration and partnership
working is not a zero-sum game with the Police having historically invested heavily to ensure its
success. Without doubt our current operating model would have to change, and we would be
confronted with some difficult decisions as to the type and level of service we give. We know other
forces have operated some very strong non-investigation and triage policies for certain crimes and
incidents. We have taken a very pragmatic threat and risk-based approach thus far, but it would be
choices such as this which we would face if presented with such a large financial gap.

The recently announced uplift of Police Officers by 20,000 is certainly welcome, and will yield
approximately 280 additional Officers over the next three years. However, the reality is that this will
not even return us to resource levels that were already in existence prior to the recent period of
austerity and overall reduced Government spending. In particular it would do nothing to address
the loss of nearly 300 Police Staff since 2010, whose work is vital in supporting activity of frontline
Police Officers. The funding for these Officers is ring-fenced, and recruitment will be closely
monitored by the Home Office to ensure the successful delivery of this target. Ultimately, this means
that whilst our overall Police Officer figures will increase regardless of the precept amount, we do
not have the flexibility to “cash-in" these resources for use elsewhere. In-fact, if we are left with no
alternative but to hold vacancies or to consider redundancies as discussed above, then we will
need to back-fill some or all of those deemed essential with Police Officers rather than significantly
undermine the service we offer to our communities. This will reduce the impact of the uplift
programme on our ability to deliver an enhanced frontline policing presence. Of note, this may very
well be prevented by the Government who want to see the uplift programme deliver visible policing
rather than backroom support. Let me be clear, we do not want to find ourselves in a situation
where Police Officers carry out office-based roles that would be better undertaken by Police Staff.

Clearly therefore, neither the 0% or 2% precept figures would be sufficient if our primary purpose
is to ensure the safety and security of the residents of Derbyshire. Our financial forecasting
suggests that the most sensible and pragmatic approach, an approach which balances the needs
of the Constabulary against the additional fiscal “ask” of council tax payers of the County, is to see
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a more significant increase, to the maximum allowed if the Government raise the limit on the precept
amount (which could be around £10) whilst still developing a savings programme that ensures we
are efficient and effective; the Force remains in the lowest quartile for spend per head of population
and for its available reserves. Whilst | understand that increasing the burden on council tax payers
has always been your last resort, and that your preference has always been for increased central
Government grant funding, it is my belief that this is the only realistic option left open to us, to
protect the service financially, whilst ensuring that your strategic priorities (as set out in your
Policing Plan) are addressed. This precept amount would allow for our current recruitment profile
to remain unchanged, and would demonstrate a commitment to the people of Derbyshire to
continue the level of investment in community policing seen over the past two years.

| believe that it is fair to say that up until recently, and as a result of austerity, the Constabulary has
been operating at a level at which we have only been able to deliver essential services. In the past
two years, and with your support, | have been able to invest in the areas of greatest risk and threat,
and together we have provided a specific uplift of resources to the area of neighbourhood policing.
My colleagues and | strive every day to ensure that these services are delivered to the best of our
collective ability, but the recent inspections by HMICFRS have suggested that an ongoing and
general erosion in the availability of resources throughout the Constabulary has impeded upon our
ability to truly deliver these services to a quality that the public of the County of Derbyshire would,
and should, expect.

Ultimately, and in order to meet our principle of keeping Derbyshire safer together with our partners,
we require investment. The combination of the uplift of Police Officers combined with a £10 precept
increase (if allowed by the Government) would put the Constabulary in a better place in which it is
fit to meet the challenges, both known and unknown, that lay ahead in 2020/21 and beyond.

With kindest regards,

 —

Peter Goodman QPM
Chief Constable

L ]
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1.2

EXECUTIVE SUMMARY — WHAT THE SETTLEMENT MEANS FOR
DERBYSHIRE

In reading this report and the supporting documents, it is useful to keep in mind

the following key headlines:

The government grant settlement and precept flexibility allowed for up to a
£10 increase for a Band D property, (a 4.62% increase or lessthana £1 a
month for a Band D property). The initial limit set by the Government was
equivalent to a £4.31 increase in the Band D charge or 2%. £10 provides
an extra £4m of additional income to Derbyshire through council tax,
bringing council tax funding to £73m.

The Constabulary has received £7.5m up front through its Core Grant in
2020/21 to cover Derbyshire’s share of the extra 20,000 officers
announced by the Government with a further £2.4m performance related
payment linked to achievement of the government’s targets. This funds 85
additional officers in 2020/21 as part of the wider national uplift that will
see 283 officers by 2022/23.

There are a number of other bid-based funding schemes that are being
introduced, most notably the national Taser Funding of £10m which the
Force can bid into on the basis of risk and threat. A bid has been
submitted recently for £0.14m for 2019/20 and 2020/21.

Overall funding of £189.88m based on a £10 increase. In Derbyshire, this
sees our funding increase by 5.6% between 2019/20 and 2020/21.

£1m funding has been provided from the PCC Reserves to cover
additional PCSO recruitment for 2 years.

More detailed assumptions are covered later in the report.

The Commissioner, whilst welcoming additional specific funding, regrets that

much of the burden is still having to be transferred again to the public of

Derbyshire. The Commissioner has consulted with the public of Derbyshire

concerning his proposal to increase the precept in 2020/21. This consultation,

starting prior to the Government funding announcements, ran until 23 January
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1.3

1.4

2020 with 1,444 respondents. 76.9% of respondents supported a precept
increase of £10 and 47.1% would have supported an increase of £24 if it was

allowed by referendum limits.

A budget settlement with a £10 increase in precept for a Band D property in
2020/21 means we are able to maintain our operational policing capabilities in
the short term, support the introduction of the extra officers and sustain the
investment made over the last two years with £4.892m of investment from
2019/20 maintained across the Force and PCC priorities. We can continue to
maintain and equip neighbourhood teams, rural crime teams, prevention,
response policing and our roads policing team and continue to progress our
essential investments in technology and analytics to support the force in dealing
with risks and threats to the communities of Derbyshire. We will be able to
continue to support the £3.209m investment from 2019/20 (of the £4.892m) into
these priority areas, made up of 58 officers and 62 police staff so our
communities will continue to see a visible investment in the areas that need
them. This follows on from our investment of 25 new officers during 2018/19 and
a further 25 other officers reallocated to areas of increased risk and threat.
These were primarily in Child Abuse and Exploitation, Domestic Abuse, Sexual
Violence, Modern Slavery and Cyber Crime. On the back of these two years of
investment, the Force has significant developments in investigation of rape
offences, 7 day a week public protection, 24 hour drone capability, increased
taser capability and enhanced investigation capacity and safeguarding support to
all children at high risk of all types of exploitation. It will also ensure we can
deliver the 283 extra officers by 2022/23 as our share of the 20,000 announced

nationally by the government.

Careful financial management over the last few years has also allowed us
to continue to invest in our people, Information Technology, in particular,
the National Enabling Programme (NEP) to improve information sharing
and productivity and the Estate. Investment in other priority areas included
sustaining our previous investment in 2019/20, but also in year investment
to reinforce our information management team to meet new legislative

requirements, new communications approaches including Derbyshire Alert
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and partnership contributions in making Derbyshire Safer together. These
priorities and others amount to an extra £0.917m during 2019/20, after the

precept was agreed.

1.5 Afurther £3m of investment into the constabulary was identified as part of

the 2020/21 budget considerations including support for:

- Additional funding for infrastructure to support the increase in officer
numbers through the additional grant (£1.25m)

- Neighbourhood priorities through Operation Relentless, a joint
community focussed approach using problem solving to deal with the

top priorities and challenges facing local people (£0.25m);

- Further investment into the maintenance and improvement of the

Constabulary’s buildings (£0.25m); and

- £0.63m to support business cases for additional ICT, training and

health and safety requirements for the constabulary;

There are also unavoidable costs we have to cover of £5.899m,
predominantly pay awards and pension contributions. Other changes in
the year amount to a reduction in the budget requirement of £1.113 which

are included in Annex A.

(Further detail on the cost-pressures and investments the Force will make are

included in section 5 of this report and also Annex A).

1.6 In addition to maintaining the investments identified by the Force, the
Commissioner will invest:

e £172k to mainstream the contribution to the Mental Health Triage Hub
based in the Force Control Room (previously funded from reserves);

e £100k to mainstream the Safe Space provision in Derby City Centre
(previously funded from reserves);

e £53K in services including improving rural community access to
domestic abuse support;

e £35k to provide and promote online safety work in schools
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1.7

e £30k to continue the work of the East Midlands Chamber of
Commerce with the Business Crime Reduction Partnership (previously
funded from reserves)

e £10k towards a broader £30k partnership initiative aimed at supporting
female persistent offenders break the cycle; and

e £4k as a contribution to the road safety charity BRAKE to support them
in their work with Derbyshire.

The extra government funding for officers through the settlement and potential
for precept flexibility for 2020/21 only are by no means a permanent solution to
our funding challenges with significant uncertainty over future funding from the
Government. The underlying budget pressures remain due to the ring-fencing of
the funding. Indeed, this funding actually restricts the Forces ability to manage
and fund other pressures. The absence of a multi-year settlement also makes
planning and resourcing very difficult. The Force is developing its ‘bridging the
funding gap’ savings programme and is reviewing priorities, vacancies, overtime,
demand, detective staffing models and back office processes to address the
anticipated £2.2m deficit in 2021/22 that still remains, even after a £10 increase
in the precept alongside anticipated government funding. Despite the potential
for a £10 increase in Precept the Force and the PCC will continue to lobby for
extra funding as part of the next Comprehensive Spending Review (CSR). Had
we not received the flexibility on the precept in the last two years and without
flexibility this year, we would be looking at a deficit of nearly £12m by the end of
2020/21. This is approximately equivalent to the salary costs of 240 police
officers. The table below shows the impact on council tax income of a £4.31 or

2% increase or a £10 (4.62%) increase.
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1.8

1.9

1.10

High level analysis of 2020/21 precept options

Precept Band D Precept Generates an
Increase 2020/21 Increase additional
(%) (£ per yr.) (£ per yr.) (£ per year)
1.99% 220.91 431 2,575,796
4.62% 226.60 10.00 4,325,970

Even with the proposed additional investment from Government, the Force is still
short of its previous establishment of 3,730 Officers and staff in April 2009 with a
projected establishment of 3,423.3 at March 2021. However, the need to identify
further savings remains, particularly with the likely expectation from government
that officer numbers will be maintained and vacancies minimised. This will be a

significant challenge to the Force in the future.

We have maintained a significant contribution to our capital programme for
2020/21 (£2.95m) in the revenue budget. This is because our reserves are
diminishing and we face the need to finance our future capital expenditure,
particularly on our police stations, by borrowing. The additional contribution from
the revenue budget will help to reduce the amount of borrowing required and will
be needed now we increasingly have to pay for much of our new IT equipment

and software through our revenue funding.

Derbyshire continues to be a safe County and the investment last year into
priority areas has had an impact. The Force continues to meet the Home Office
tests to allow it to increase its precept. Reserves are around average for Forces
nationwide, procurement savings targets set by the Home Office are being met
and the Force maintains a low cost per head of population when compared with
other Forces. With the proposed additional investment, particularly into our
communities, the Force has a great opportunity to continue to make Derbyshire
Safer.
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2.1

2.2

2.3

2.4

THE NATIONAL PICTURE

WHAT’'S HAPPENED IN THE PAST?

Since the Chancellor announced the results of the Coalition Government’s
Spending Review in 2010 Government support for local policing budgets was
reduced, in real-terms, by 34%. Even with annual increases in council tax

precept, total funding for local police was reduced by 21% up until 2018.

The 2015 Spending Review claimed overall police spending would be protected
in real terms between 2015/16 to 2019/20. The actual funding to police forces
was only protected to a flat cash level, which is not insulated from inflation or
changes in the national pay settlement. Even at this level, Police and Crime
Commissioners (PCCs) have been expected to increase their precept by the

maximum permissible level.

The 2019/20 Police Finance Settlement provided an additional £970m of
additional funding, with £813m for local policing. Precept flexibility was increased
to up to £24 and an additional £161m of other additional grant funding was
provided to cover other national priorities and pressures. There were national
efficiency targets set by the Home Office which were met to allow for the precept

flexibility.

WHAT'S HAPPENED THIS YEAR?
The key headlines for 2020/21, announced on 22 January 2020, are set out
below:
e An additional £750m for the recruitment of 6000 towards officers towards
the 20,000 total less £50m to cover central costs;
e A requirement for the Home Office to find £120m of savings from within
the budget in return for the investment in officers.
e Of the £700m - £532m through un ring-fenced core grant with £168m ring-
fenced for successfully meeting recruitment targets.
e No other inflationary increases in core grant resulting in a 7.5% increase
in core funding;

e £10 precept flexibility for all PCC’s or equivalent;
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2.5

e A £92m (9%) increase in reallocations of funding to the centre in ICT,
Organised Crime and Counter terrorism priorities.

e ‘Flat cash’ pension grant allocations compared to 2019/20;

e A reduction of 74% to capital grant funding to PCC’s to £76m; and

e The ending of Police Transformation Grant

This funding doesn’t address the legacy issues facing the Constabulary after
having to pull back on investment in the Estate and Information Technology and

meet growing demand. These pressures remain in the short and medium term.

WHAT DO THE GOVERNMENT EXPECT IN RETURN?
In 2019/20, the Home Affairs Select Committee (HASC) outlined the Policing
Minister’s 4 priority areas to “drive efficiency, productivity and effectiveness next

year”: -

1. Continued efficiency savings in 2019-20 through collective procurement and
shared services. There will be an expectation that every force contributes
substantially to procurement savings and the Home Office will be working
with the police to agree the “right force level objectives for 2019-20 and 2020-
21"

2. Major progress expected to resolve challenges in investigative resource
identified by HMICFRS, including recruitment of more detectives to tackle the
shortfall.

3. Continue to improve productivity, including smarter use of data to deliver
£50m of productivity gains in 2019-20.

4. Maintain a SOC response that spans identification and management of local

threats as well as support for national priorities.

The Force performed in all these areas with over £0.590m in equivalent
annualised savings through collaborative procurement and shared services, with
particular work with the Fire and Rescue Service through shared posts and
procurement. This was highlighted in the latest Home Office returns. There was

also national recognition for the approach to smarter working through mobile
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2.6

2.7

technology and the excellent approach to serious and organised crime. This
expectation remains and there will still be with an overall national efficiency
target of to achieve across the country as part of the settlement conditions.

There are other specific expectations on the sector, attached to the increase in
funding:

e Forces are required to recruit the additional 6,000 officers by the end of
March 2021,

e There are further planned £30m savings from procurement in 2020/21.
Blue Light Commercial is the new body to deliver these savings in a timely
manner with an expectation that a further £20m of savings will be
available once established with further savings in back office functions;

e Continued improvement in digital, data and technology solutions to
maximise the benefit of mobile working; and

e A Strategic Change and Investment Board (SCIB) to pursue best values

from the investment in police technology.

WHAT ELSE DO WE THINK WILL IMPACT ON US?

Additional Pension Costs

The changes to the way in which police pensions are calculated means that the
police, as well as other “unfunded” schemes, saw sharp increase in costs. As
part of the 2019/20 settlement, these costs, nationally for the Police, were
estimated to be approximately £330m (£302m for police officers and a further

£28m for Metropolitan Police Service Civil Servants).

In 2019-20 the Treasury provided forces with an additional £142.5m grant in
addition to the £161m additional funding. The result is that in some forces the
combined grants cover the full pension costs, in others there is a relatively small
remaining figure. Actual costs will depend on local circumstance netted off with
the pension grant allocations. In Derbyshire there was a shortfall of £0.4m in
2019/20. This will grow to £2.6m in 2020/21 as grant will be frozen at 2019/20

levels.
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2.8

2.9

2.10

2.11

2.12

Tax base assumptions
The Home Office have updated their tax base assumptions to reflect the latest
forecasts from the Office for Budget Responsibility of a 1.33% increase in

England.

Reallocations of funding

In 2020/21 the top-slices/reallocations totalled £1.121bn, £92m higher than last
year.

The table below shows the allocations for 2020/21:

Police Funding - National Reallocations 2020/21
£m
PFI (Private Finance Initiative(s)) 72.8
Police technology programmes 498.4
Arm’s length bodies 73.1
Police Uplift programme 16.5
Top-ups to NCA and ROCUs 56.8
Strengthening the response to Organised Crime 140
National Capability Programmes 28.6
Special Grant 80.9
Other 153.8
Total Reallocations and Adjustments 1,121

Council Tax Referendum Principles

The Ministry for Housing, Communities and Local Government published the
draft council tax referendum principles. In 2020/21, it proposed that PCCs will be
allowed to increase band D bills by only 2%. However, this has been increased

to £10.
Grant Allocation

The settlement confirms that the PCC will receive the following grants in
2020/21:
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2.13

2.14

2.15

Derbyshire Reallocations 2019/20 | 2020/21 | Variation
£m £m £m
Home Office Police Grant 62.6 70.1 +7.5
Ex DCLG?! Formula Funding 37.9 37.9 -
Sub-total 100.5 100.5 -
Legacy Council Tax Grants 8.7 8.7 -
Total General Grants 111.1 116.7 +7.5

In addition to these general grants the PCC will receive a Pension Support Grant
of £1.9m and, assuming that the officer uplift targets are met, an earmarked
grant for additional salary costs of £2.4m. He also normally receives funding from
the Ministry of Justice to fund victim and witness services (£1.212m in 2019/20).
Under accounting rules, these grants are treated as income within the overall

budget requirement.

WHAT DOES THE FUTURE HOLD?

The Spending Review

The Association of Police and Crime Commissioners (APCC) and the National
Police Chiefs Council (NPCC) continue to work closely with Home Office and
wider policing partners on any future spending review submissions. It is
anticipated that multi-year spending reviews will return in 2021/22 which, whilst
still likely to present funding challenges, this should allow policing to plan more

effectively.

Funding Formula

The police funding formula is widely considered to be unfit for purpose and
needs replacing. Indeed, the current formula has never been fully implemented.
Substantial work was undertaken in 2016/17 to bring forward new proposals but
this work was suspended in May 2017, following the snap general election. The
Minister is expected to announce that this work will recommence as part of future

spending reviews.

1 DCHLG - Department for Communities, Housing & Local Government
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3. IS THE CONSTABULARY DEMONSTRATING PRODUCTIVITY &
EFFICIENCY AND DELIVERING VALUE FOR MONEY (VFM)

3.1 In order to meet the Minister’s conditions in relation to productivity and efficiency,
the APCC, NPCC and Home Office have created a National Commercial Board
through which to focus efforts to deliver real progress in relation to procurement
and shared services. Efficiency targets are being developed as part of this and
regular monthly returns are submitted to inform the efficiency targets set by the

Treasury to support any further investment or precept flexibility.

Results of VFM Profiles

3.2  Her Majesty's Inspectorate of Constabulary and Fire & Rescue Services
(HMICFRS) publish value for money dashboards, which provide comparative
data on a wide range of policing activities from 2011 up to the most recent data

release.
3.3  Derbyshire is consistently below average net spend per head of population

against all forces (£170.47 vs. £184.92) and also slightly lower than Most Similar

Group and the same as the region, as shown in the graph below:

How has spending changed - long term

Reserve Position
3.4  Derbyshire’s reserves have been falling faster than the national average over the

past seven years. Reserves have been used appropriately to support investment
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4.1

4.2

and ensure that any precept increases are justified alongside savings plans and
reserves. The level of reserves is now only around the national average and
reserves are now being used to meet certain cost pressures rather than holding
a contingency in the budget. This position isn’t sustainable and the reserves
projections later on in the report show the challenges in funding future
investment from reserves and identify the need to develop the budget on a more
sustainable footing through council tax increases and savings plans, in the

absence of government funding flexibility.

Operational Funding and Investment
Reserve
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WHAT ARE THE CHALLENGES FOR POLICING?

Chief Constables still have significant challenges as outlined in the letter to the
PCC in respect of the 2020/21 budget. A reduction in real terms funding of police
budgets of 21% (range 11% to 29%) up until 2018 came at a time when the

policing mission had been expanded and demand has grown.

The public and political expectation that policing should address crimes against
the most vulnerable, (domestic abuse, child sexual exploitation, modern slavery,
human trafficking, county lines and forced marriage) is resource intensive.
Victims require safeguarding. Investigations are often complex and partnership
case management is intense. The ability to create significant efficiencies is
limited in an area concerned with protecting very vulnerable people.
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4.3

4.4

4.5

The threat from terrorism remains high and significant investment in counter
terrorism policing has been provided to National Counter Terrorism Policing.
Whilst the funding in some counter terrorism capabilities has grown it is worth
reflecting that the majority of the police responses to terrorist and indeed local
emergencies such as the Todbrook Dam in Whaley Bridge come from core
policing resources. Even uplifts in areas such as armed policing with additional
funds have required support from host force budgets.

The demand on policing remains high. This is reflected in additional demand
through reports and call volumes but it is also apparent in the evidence being
provided to police. The digital footprint in most investigations requires more time
to process the work. The force needs to respond to an increasingly digitally
capable criminal requiring new technology capabilities and organisation and
serious and organised crime is a threat, more widely regarded as a national

security issue.

Finally, the stretch on the police workforce is extensive with a sharp focus now
on the level of community and neighbourhood resources and the need to reinvest

back into our communities.

5 WHAT ASSUMPTIONS HAVE WE MADE? WHAT COSTS DO WE NEED TO

5.1

5.2

COVER? WHAT INVESTMENT DO WE NEED TO MAKE?

Assumptions

The proposals developed for the budget ensure that resources remain committed
towards priority service areas, the delivery of the strategic objectives contained in
the Police and Crime Plan and meeting our Strategic Policing Requirement.

In developing and refining the budget and the forecasts the following underlying

assumptions have been made:

e Pay inflation has been allowed for at 2.5% per annum in each of the four
years to reflect the increase in inflation and removal of the central

government capping on pay increases.
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5.3

5.4

An increase in council tax precept of £10 per annum in 2020/21 (4.62%),
reverting to 1.99% for subsequent years in line with assumed referendum
principles.

Council tax billing base to increase by 1.6% in 2020/21 and by 1.5% in each
of the next three years.

Police grants (Main Grant & Pensions Grant) have been assumed to remain
at the cash levels as notified in the final settlement for 2020/21 with the
earmarked Officer Uplift grant increasing pro rate over the following two years
in line with Derbyshire’s current shares of the total 20,000 officers.
Maintenance of the Regional and Organised Crime Unit (ROCU) funding
There is no assumed taser funding at the moment. 20% of the funding will
relate to 2020/21 and the remaining 80% in 2021/22.

No change in the assumption that the Force will pick up Special Branch costs
in 2020/21.

An assumption that there will be no flexibility in managing the number of
police officers with a requirement to fill all vacancies (£1.4m in 2020/21)

No provision has been made at this stage for the introduction of the new
National Police Funding Formula due to the unknown impact this will have on
Derbyshire’s share of the national policing funds.

The future investment in technology, whether direct capital purchase or
revenue service contracts, will need to be funded by revenue given the

diminishing reserves and the minimal level of annual capital grant.

Inflation

This additional cost does not relate to any increase in service but is required just
to maintain the existing base level of service and pay commitments. The
2020/21 budget assumes that all such increases can be contained within existing

estimates, i.e. they will be offset by procurement / other savings.

Costs We Have to Cover

These are items within the budget which are committed to by means of previous
decisions taken, national agreements or statutory payments. The main
significant changes that have occurred in this section for 2020/21 include:
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5.5

Description £m

Pay Awards 3.008
Pay increments/ Specific Price Inflation 2.283
Pension Contributions 0.361
Other contributions to national IT Services 0.106
EMSQU? / Other regional collaboration 0.247
Total unavoidable costs 6.005
Other approved or anticipated changes 0.146

Priority Areas

areas are identified below:

These items of growth or sustained investment are required to improve
performance, meet the Commissioner’s and Constabulary’s priorities and the
growing demands on the Constabulary. The list of growth items is considerably

smaller than previous years, reflecting the financial restrictions. The significant

Description £m
Maintaining and sustaining investment

Full year impact of 2019/20 Precept Changes 0.608
Police Officers national target establishment 1.365
Less: Police Officer turnover (2.366)
Renewal of Pronto licences 0.255
Support for Regional Collaboration 0.215
Other Budget Changes 0.077
Total 0.154

2 EMSOU - East Midlands Serious & Organised Crime Unit
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Description £m
Other areas of investment to support the front line

New accommodation — North Division 0.222
Business Change — increase in posts 0.251
Communication & Engagement — increase in posts 0.062
Information Management — increase in posts 0.034
Other new police staff posts 0.088
Further support for the officer uplift 1.250
PCC Commissioning budgets 0.310
Operation relentless 0.250
Support of Capital Programme 0.608
Other investments and business cases 1.000
Total 4.075

These investments and cost-pressures are also shown in Annex A.

The Workforce Strength

The table below provides a summary of the changes to the funded establishment
built into the 2020/21 revenue budget including the uplift from the Governments

proposed grant for extra Police Officers:
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Workforce Modernisations (8) 10.2 2.2

Business Change Department — approved increases 8.0 8.0
Comms & Engagement — approved increases 2.0 2.0
Criminal Justice — temporary posts funded by PCC / 46 A6
MHCLG

Increase in Regionally-funded posts 5.2 5.2
Increase in CREST / DBS-funded posts 5.0 5.0
Review of assets function 10.0 10.0
Other Police Staff changes 1.0 6.3 7.3
Police Officers national uplift 85 85

The 20 extra PCSO’s funded through the contribution from the PCC will be
recruited in 2020/21 on top of the numbers above.

6. WHAT IS THE EXPECTED OUTCOME? - 2020/21 DRAFT BUDGET SUMMARY

6.1 The tables below provide a summary of the 2020/21 draft revenue budget
showing a high-level split of the overall budget between those elements that the
PCC is directly responsible for and those under the direction and control of the

Chief Constable to manage and operate.

6.2 The proposed draft budget for 2020/21 for the Office of the Police and Crime
Commissioner is summarised in the table below:
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Commissioner’s Office 1.220 1.277
Crime Prevention Fund 0.275 0.275
Community Safety Fund 1.366 1.792
Victim and Witness Services 1.133 1.614

Revenue Contributions to Capital 3.092 2.942
Debt Charges 0.701 0.731
Interest Receipts (0.160) (0.110)

Contribution from Reserves - (0.146)
Contribution to Reserves 0.024 0.028
Grant from the Ministry of Justice (estimate) (1.212) (1.212)
Local Authority Contributions (0.450)

6.3 The proposed draft budget for the Chief Constable is set out in the table below:

Derbyshire Constabulary 160.912 171.084
East Midlands Collaboration 11.310 11.596
BCU Fund 0.318 0.318
Partnerships 0.576 0.579
Contribution to National Policing 0.215 0.163
swod [ we]  we
Contributions from Reserves (0.610) (0.602)

NB. The 2019/20 approved budget has been adjusted to reflect the accounting requirement that Pension Support Grant is

treated as income.
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6.4

The budget for the share of specialist policing within Derbyshire that is being

delivered collaboratively with other police forces within the East Midlands is

summarised in the table below: -

Proposed Draft
East Midlands Collaboration Budget Budget
2019/20 2020/21
£m £m
EMSOU Serious and Organised Crime, incl TSU 4.886 4.940
Major Crime 0.188 0.189
Forensics 1.875 1.969
HR Service Centre 0.745 0.802
Learning and Development / Occupational Health 1.039 1.074
Legal 0.357 0.397
Contribution to Regional Teams 0.302 0.307
j [ i ithi ire’ 1.911 1.909
Major Crime (budget retained within Derbyshire’s base)
Crimestoppers Regional Manager 0.007 0.009
Total Collaboration 11.310 11.596

Council Tax base

6.5 The tax base is calculated by the billing authorities by converting all properties to
band D equivalents and making assumptions about the levels of discounts to be
offered and the amount of tax to be collected. Billing authorities are not required
to finalise their tax bases until the end of January. The total tax base for the PCC
for 2020/21 is expected to be 321,088.28 and is broken down by authority in

Annex E.

Band D Council Tax

6.6  Assuming the Government allow for an increase of £10, the recommended Band
D council tax proposed for 2020/21 is £226.60, an increase of 4.62% on the
comparable figure for 2019/20.
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6.7

Precept Increase
£10

Net Revenue Budget £189.879m
Budget Increase (%) 6.2%
Proposed Council Tax Requirement £72.759m
Police Council Tax (Band D) £226.60
Police Council Tax Increase (£) £10.00
Police Council Tax Increase (%) 4.62%
Proposed Contribution from reserves £1.296m

MEDIUM-TERM FINANCIAL FORECAST 2020/24

The impact of the budget proposals for 2020/21 and key assumptions for costs and
income streams over the next 4 years is summarised in the table below. All
government funding, including all special grants, are shown as external funding,
illustrating the full cost and funding of the Derbyshire PCC and Chief Constable. This
shows a balanced budget for 2020/21, rising to a potential deficit of £7.889m in
2023/24, based on the some broad assumptions. These forecasts are set out in more
detail at Annex A. Given the uncertainties surrounding future funding for the police
service the projected deficits can only be highly provisional at this stage and
represent the likely to worse case scenarios, assuming no police grant increase of
further funding for officers and restrictions through ring fenced grant. It also assumes

a 2% precept increase in future years and shows the extent of the challenge that

remains.

Medium-Term Forecast 2020/24 2020/21 2021/22 2022/23 2023/24
£m £m £m £m

Previous Year’s Gross Expenditure 179.160 189.879 194.642 200.347
_Inflation (including pay awards and 5.899 6.037 6.168 6.320
increments)
Other spending pressures/reductions 4.188 (0.954) (1.463) (1.919)
New Business Cases 0.632 (0.320) 1.000 1.000
Net Revenue Budget 189.879 194.642 200.347 205.747
Projected Funding (189.879) (192.447) (195.106) (197.859)
Likely Annual Budget Base
(Surplus)/Deficit 0 2.195 5.241 7.888
Contribution (to) / from
Reserves/Bridging the Funding Gap 0 (1.153) 0 0
Programme
Likely Remaining (Surplus)/Deficit 0 1.042 5.241 7.888
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6.8

6.9

Demand

Planning

We continue to model a range of scenarios for the future and the Statement from
the Chief Finance Officer for the Chief Constable highlights some of the risks that
need to be managed. The scenarios range from the £9.258m by 2023/24 to
£1.221 depending primarily on whether the Government announce inflation
linked increases or keep funding flat, the level of precept flexibility and the
ambition of the Constabulary. The Savings Strategy included within the Medium
Term Financial Strategy sets out more details on the planned approach.

‘BRIDGING THE FUNDING GAP — THE COST OF POLICING PROGRAMME
(CoP)

The Force has developed its programme to ‘Bridge the Funding Gap’ called Cost
of Policing (COP). This will align our review of demand and risk and also
determine the cost of demand. This be monitored through the Finance Futures
Board. The following diagram sets out the themes and regular updates will be
included in the budget monitoring reports. Much of the focus will be on managing
the workforce growth and development, linking closely to the Workforce Futures
Board to achieve the savings targets. The Force will work with the figures

outlined above in determining the savings targets.

‘Bridging the Funding Gap’ — The Cost of Policing Programme
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and system reviews
Driven Decisions
Tracking
ng duplication
U el Management

= Flexibility

“* Channel shift

*  Transparency

* Readily Available Data
* Effective

* Mobilising

* Performance Framework

= Critical Bid Process

* Workforce Planning Analysis
and management

an analytical culture
PBB processes/levels
ice

= Organize the Uplift
* Identify quick wins Data
Catalogue

Getting our house in
Problem Solving
Policing and Support
Desired Operating
Model

2020/ 2021 2022 /2023

Page 31 of 38



6.10

7.1

7.2

7.3

8.1

It is vital that Derbyshire Police continue to explore opportunities to deliver
savings to fund future investment as Reserves will only cover any deficit until

2021/22 based on the current projections, without further savings or funding.

PUBLIC CONSULTATION AND ENGAGEMENT

The Commissioner conducted a public consultation through both digital (the
Commissioner’s website) and face-to-face contact (at engagement events). The
consultation described the Commissioner and Chief Constable’s desire to protect
policing services in Derbyshire from a budget deficit that, despite the national

uplift programme, may lead to cuts if not properly addressed.

The consultation commenced prior to any Government confirmation on a revised
precept flexibility in 2020/21. The Commissioner included options ranging from
0% (a freeze in council tax) up to a £24 increase (i.e. the increase from last

year).

The consultation achieved 1,444 responses , 930 online and 514 face-to-face.
All districts (and the City) were represented in the consultation responses. The
results showed that 76.9% of respondents supported a precept increase of £10

or more.

RESERVES AND BALANCES

There is continuing focus on the amount of reserves held by the police. A report
was presented to the Policing Minister in October 2018 which showed that total
revenue reserves at 315t March 2018 amounted to £1.40bn; a reduction of 14%
on comparable figures twelve months ago. The last available forecasts indicate
that revenue reserves will fall by a further 47% between now and March 2021 to

a figure of £747m.

Page 32 of 38



8.2

8.3

8.4

Capital grants and reserves have fallen from £534m in March 2017 to £168m by
March 2018 and expected to fall still further by March 2021. The

Reserves Position for Derbyshire

The budget plans accommodate all the known immediate financial risks facing
Derbyshire Police. Nevertheless, risks continue to remain over future finance
settlements, inflation and the impact of future pay awards, but also the:

e Contributions to Regional Organised Crime Units (ROCU) and East Midlands
Serious and Organised Crime Unit.

e Future funding to support recruitment and the associated costs

¢ National Police Information and Technology charges

e Employer Pension rates.

e Changes to the funding model for the National Police Air Service (NPAS).

e Forensics (investment in digital technology and supplier pressure).

¢ Introduction of the Emergency Services Network (ESN).

e Impact of Brexit.

Equally, major and unpredictable new policing operations can also impact heavily
on the budget. As it stands, reserves are sufficient to provide a cushion against
short term risks. The table below shows the projected level of reserves up to
2024
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Estimated Estimated Estimated Estimated
Balances
at 31/03/19 Balances Balances Balances Balances
at 31/03/20 | at 31/03/21 | at 31/03/22 | at 31/03/23
£m £m £m £m £m

GENERAL RESERVES 5.500 5.500 5.500 5.500 5.500
EARMARKED RESERVES
Useable:-
Operational Funding and Investment
Reserve 4.276 2.153 1.653 0.000 0.000
Carry-forwards 1.647 1.116 0.982 0.982 0.982
PCC Grants & Commissioning 2.147 1.031 0.885 0.885 0.885
Sub-Total 8.071 4.300 3.520 1.867 1.867
Non-useable:-
PFI - llkeston 1.063 0.999 0.925 0.842 0.749
PFI - Derby 2.782 2.449 2.078 1.672 1.228
Insurance 0.070 0.076 0.081 0.081 0.081
Sub-Total 3.916 3.524 3.084 2.595 2.058
TOTAL EARMARKED RESERVES 11.986 7.824 6.604 4,462 3.925
TOTAL RESERVES 17.486 13.324 12.104 9.962 9.425

8.5

Further detail on the level of reserves is set out in Annex D and the Reserves

Strategy within the Medium Term Financial Strategy show the modelling of the

impact on reserves of risks and key assumptions.

9. IS OUR BORROWING AFFORDABLE?

9.1

Whilst the Prudential Code relates to new capital controls, it does impact on the

revenue budget. Any agree long term borrowing meeting all the Prudential Code

guidelines will have on-going revenue implications over a long period. Separate

reports deal with the Capital Programme and also the Prudential Indicators for

the Constabulary have been prepared. Borrowing assumptions for currently

approved capital schemes are included in this report.
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10.

10.1

10.2

10.3

10.4

ASSURANCE STATEMENT FROM THE S151 OFFICERS’ CONSIDERATIONS

When setting the Budget and Capital Programme for the forthcoming year the
Police & Crime Commissioner must be satisfied that adequate consideration has

been given to the following: -

e Government policy on police spending, as applied to the Police & Crime
Commissioner.

e The CIPFA Prudential Code and the CIPFA Treasury Management Code.

e The impact on the Council Tax and the threat or risk of exceeding the
excessiveness principle (previously capping).

e Whether the proposals represent a balanced budget for the year.

e The robustness of estimates and the size and adequacy of general and
specific earmarked reserves.

e The medium-term implications of the Budget and Capital Programme
(MTES).

Section 25 of the Local Government Act 2003 requires the Commissioner’s Chief
Financial Officer to provide the Commissioner with assurance on the robustness
of estimates made for the purposes of the budget calculations and the adequacy

of reserves.

The Act requires that the Commissioner has regard to the report of the Chief
Finance Officer in making their budget decision. Where this advice is not
accepted, this needs to be formally recorded in the minutes of an appropriate

meeting.

ASSURANCE OF THE CHIEF CONSTABLE'S CHIEF FINANCIAL OFFICER

As the Chief Constable’s Chief Financial Officer, | can provide the following

assurances: -
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The main assumptions and estimates, for compiling the budget are set out
within the report and the figures for the 2020/21 budget have been based on
these assumptions.

The recommendations are consistent with the budget strategy also set out
within the report and do not impact on the financial stability of the
Constabulary. There is, however, increased pressure on reserves with the
operational funding and investment reserve being exhausted in 2021/22
based on current forecasts and potentially significant savings programme
targets for future years.

Future financial implications up to 2024 have been analysed but can only
provide an indication of the potential financial position that the Constabulary
and Commissioner will face. This reflects all known factors that could have an
impact on these financial plans up to 2023 and we are assuming that funding
for the increased pensions contributions will continue in the medium-term
financial forecast which is a risk that we will have to monitor closely. The
impact of increasing funding through ring fenced grants will also require
careful monitoring and the development of the Cost of Policing Programme to
‘Bridge the Funding Gap’ will be required to deliver savings to sustain the
budget in the short and medium term and will be monitored through the
Finance Futures Board.

The figures within the Medium Term Financial forecasts are based on a
number of key assumptions and can only provide an indication of the scale of
the challenge that we face at this time. In particular the figures are heavily
dependent on future government funding decisions and precept limitations.
Medium Term implications —. There are a number of scenarios that the
Constabulary will need to model with the current MTFP based on the most
prudent forecast around funding and precept increases. It does, however,
present a significant challenge, accepting it provides the worst or a likely case

scenario, based on very limited information at the moment.
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10.5

ASSURANCE OF THE POLICE AND CRIME COMMISSIONER’S CHIEF
FINANCIAL OFFICER

As the Commissioner’s Chief Financial Officer, | can provide the following

assurances: -

Government Policy — The MTFS is produced in line with the latest
government policy as applied to Police & Crime Commissioners.

CIPFA Code — the MTFES is produced in line with the Prudential Code and the
CIPFA Treasury Management Code. Details are outlined in the Treasury
Management and Capital Programme reports.

Council Tax — The Government confirmed that legislation through the
Localism Act provides communities with the power to veto, through a
referendum, council tax increases deemed by the government to be
excessive. The level at which council tax is deemed excessive is decided in
accordance with a set of principles determined by the Secretary of State for
Communities. For 2020/21 the revised Referendum Principle is £10 for
Police & Crime Commissioners. This report includes an increase in the Police
element of Council Tax at Band D by £10 and £4.31 (2%). Increases in
council tax secure year on year funding, as being a part of the base revenue
budget.

Balanced budget — a balanced budget is presented.

Robustness of Estimates — | have reviewed the matters that have been
considered in drafting the proposed budget and the consequential budget
requirement, and the required level of the police precept. | am satisfied that
the procedures adopted by the Director of Finance and his team are
sufficiently robust to ensure the financial data is accurate and forms a sound
basis for the preparation of the estimates for 2020/21.

Adequacy of reserves — | consider the level of general reserves (£5.5m) to be
adequate for meeting estimated future risks. Specific reserves are reducing
(rapidly in some cases) but are at appropriate levels to support future
expenditure in the medium term. Given the size of the deficit, however, | will
keep this position under regular review.

Medium Term implications — | consider that the MTFP presents a best
estimate of the future financial pressures that the Commissioner will face. It
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should be noted that inherent within the MTFP are key assumptions that (a)
the pensions grant for 2020/21 continues in future years in flat terms, (b) the
precept is increased by £10 in 2020/21 and 1.99% thereafter and (c) that
2.5% pay inflation will apply in the future. Movement in any of those key
assumptions would have significant impact on the available resources to
support policing. The Director of Finance and | will continue to monitor
national developments carefully to ensure the Commissioner and Chief

Constable are sighted on any emerging risks for Derbyshire.
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POLICE & CRIME COMMISSIONER FOR DERBYSHIRE

Revenue Budget Projections 2020/21 to 2023/24

Updated February 2020

Annex A to Report 5A

notes 2020/21 2021/22 2022/23

PROJECTED STAFFING LEVELS 19/20 fte's fte's fte's

Police Officers 1758 1,835.0 1,948.0 2,033.0

PCSO's 178 179.0 179.0 179.0

Police Staff 1358 1,409.3 1,409.3 1,409.3
TOTALSTAFFING 3294 3,423.3 3,536.3 3,621.3
PROJECTED BUDGET REQUIREMENT £m £m £m
Previous Year's Budget Requirement 181.016 189.879 194.642
less: Pension Support Grant treated as Income within budget (1.856)
Previous Year's Budget Requirement - adjusted 179.160 189.879 194.642
Pay & Price Increases
Full Year Effect of Previous Year's Pay Award:-

Police Officers 0.723 1.036 1.056

Police Staff 0.243 0.488 0.506
Provision for Current Year's Pay Award & Inflation:-

Police Officers pay award 1.373 1.466 1.493

Police Staff pay award 0.669 0.704 0.730

Police Officer Increments 1.575 1.582 1.622

Police Staff Increments 0.595 0.610 0.625

Police Staff Pensions Revaluation 0.361

Inflation - Collab 0.247

Specific Price Inflation 0.114 0.152 0.136

General Inflation Contingency
Total - Pay & Price Increases 5.899 6.037 6.168
Previous Year's Budget plus Pay & Price increases 185.059 195.916 200.810
Other Ongoing Changes (eg from government / policing service decisions)

Police Officers - Turnover (recruitment less wastage) (2.366) (2.472) (2.256)

Police Officers - Vacancy Factor removed 1.365

Police Officers - Overtime (no of Bank Holidays) 0.118 0.235 (.120)

Police Officers - Rent / Housing Allowance eligibility (.122) (.118) (.108)

Police Officers - Overtime Special Duty adjustment (.059)

Police Staff - misc changes in existing costs 0.125

Renewal of Pronto licences 0.255

Mobile Phones rental 0.400

Single On-line Home costs (.029) (.029)

National IT Charges 0.106

Other subscriptions to national policing services 0.152

Debt Charges - current borrowing (pre 2019/20) (.029) (.024) (.022)

Debt Charges - new borrowing (from 2019/20) 0.358 1.044 0.068

(Profit) / Loss on Joint Venture - LLP (.300)

JHQ Service Charge Increase 0.110

Investment Income 0.050

Other miscellaneous changes 0.052

Changes in specific Reserve contributions 0.011 (.043) (.048)
2019/20 Precept Decisions - full year effect

Police Officers - Reform & Engage posts 0.476

Police Staff posts 0.356

Domestic Abuse training (.063)

Taser Uplift 0.142 0.036

Other Changes (.303)
Total - Other Approved or Anticipated Changes 0.252 (.820) (2.486)
Items Agreed after 2019/20 Precept Meeting

WFM - FIMU Restructure, Taser Manager, Crime Registrar (.025)

Police Staff - Derbyshire Alert / Comms Asst 0.062

Police Staff - Information Management posts 0.034

Police Staff - Business Change posts 0.251

Police Staff - Staff Networks & Inclusion Manager 0.018

Police Staff - Wildlife Officer Post 0.8 fte 0.027

Police Staff - Joint JTC 0.016

Police Staff - Regional EMPAC Post 0.027

Police Staff - CMARC Removal of 4% Vacancy Factor

Assets - Rental/Cleaning Of Serious Crime Hub 0.204

Assets - Rates Roland Hill House 0.018

Business Change - Devolved Budget Requirement 0.036

Child / Adult Protection Contributions 0.040

Dogs Budget - realignment of Budget to spend 0.036
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HR - Increase in EAP Contract 0.012

Income Budget - UOD Police Apprentices (.112)

Income Budget - Contribution to Gateway Development Post (.022)

Income Budget - Regional EMPAC Post (.021)

Income Budget - Director of Finance DFRS Share (.042)

Income Budget - Other Changes (.089)

IS - Bes Blackberry 0.127

IS - NEP Annual Charge 0.034

IS - Fleet Management System 0.008

IS - Adobe Licensing Changes 0.022

IS - Crime Support - Digital forensics tool - Additional Licence Costs 0.020

IS - Chorus Licences - Additional Requirement Crime Support 0.010

IS - Photocopier Contract - Savings (.020)

IS -Ongoing cost of Analytics 0.030 0.160

Collaboration Changes

EMSOU - Adjustment due to loss of funding streams 0.096

Regional Forensic Collision Investigation Network 0.034

Forensics - Realignment of the EMSOU Contract 0.058

Other Collaboration Changes 0.027
Total - Items agreed after 2019/20 Precept Meeting 0.917 0.160 0.000

Estimated Uplift Officers 2.940 4.079 3.403

less: Earmarked Uplift Grant (2.380) (3.164) (2.380)

Uplift Set-Up costs 1.250 (.250)

Provision for Op Relentless 0.250 (.250)

CMARC - Reduction in Vacancy Factor 0.150 (.150)

Additional support to Capital Programme 0.250 (.250)

Additional support to Self-Insurance Provision 0.250 (.250)

Increase in PCC's Commissioning Budget - net of reserves 0.310 (.060)

2020/21 Supported Business Cases 0.319 (.007)

Provision for new Growth Items 0.313 (.313) 1.000
BUDGET REQUIREMENT FOR YEAR 189.879 194.642 200.347
FUNDING FOR BUDGET REQUIREMENT 2020721 2021/22 2022/23

£m £m £m
Central Government Funding

Formula grant (108.026) (108.026) (108.026)

Council Tax grants (8.700) (8.700) (8.700)
Total - Central Government Funding (116.726) (116.726) (116.726)
Precept Funding

Previous year Council Tax Funding (68.858) (73.153) (75.721)

Change in tax base - annual growth (1.128) (1.091) (1.130)

Change in Band D Council Tax (3.211) (1.477) (1.529)

Change in Collection A/c Surplus / (Deficit) 0.044 0.000 0.000
Total - Precept Funding (73.153) (75.721) (78.380)
TOTAL PROJECTED FUNDING (189.879)| | (192.447)| | (195.106)
BUDGET (SURPLUS) / DEFICIT [ | (o000 | 2195 5.241
Contribution from Operational Funding / Investment Reserve | | 0.000 | | (1.153) 0.000
REMAINING (SURPLUS) / DEFICIT NOT FUNDED || oo000|[| 1042 5.241
IMPACT ON OPERATIONAL FUNDING RESERVE
Balance at start of year 2.153 1.653 0.000

Support to PCC Commissioning / additional PCSO's (.500) (.500)

Revenue surplus / (deficits) per above 0.000 (1.153) 0.000
Balance at end of year 1.653 0.000 0.000
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Office of the PCC - 2020/21 Budget (detail)

Annex B

Annex B to Report 5A
2020/21
2019/20 Full Year Other PROPOSED
Account Account(T) Base Budget| Inflation Increments [ Changes BUDGET

1100 Police Staff Pay 734,100 20,600 10,300 4,000 769,000
1120 Police Staff Overtime - Plain Time 1,100 1,100
1140 Police Staff National Insurance 79,300 2,200 1,100 (1,200) 81,500
1160 Police Staff Superannuation 94,700 9,900 1,200 (5,600) 100,200
1501 Training Courses 5,000 5,000
1600 NHS Re-Imbursement 0 0
1602 Recruitment Advertising 1,000 1,000
1603 Interview Expenses 500 500
2210 Hire of Rooms 1,200 1,200
3200 Police Vehicle Fuel 400 400
3300 Hire of Vehicles 1,200 1,200
3400 Other Mileage (PSV) 11,000 11,000
3403 Rall Travel 8,000 8,000
3408 Car Parking, Taxis, etc 1,000 1,000
4000 Equipment - General 3,000 3,000
4040 Furniture 2,500 2,500
4100 Accomodation / Hotel Expenses 1,800 1,800
4101 Subsistence Expenses 400 400
4291 Meals / Refreshments 1,700 1,700
4400 Printing and Stationery - General 5,000 5,000
4401 Publications 500 500
4505 Financial Contracts 48,000 48,000
4520 Professional Fees 22,400 22,400
4543 Professional Fees - Legal 17,600 17,600
4575 Media Relations 46,500 46,500
4630 Hardware - Purchase 0 0
4635 Software Purchase 17,500 17,500
4740 JARAC Attendance 7,000 7,000
4741 JARAC Mileage 1,000 1,000
4805 Non-Recruitment Advertising 4,900 4,900
4807 Conference Expenses 2,500 2,500
4888 Bank Charges 7,000 14,800 21,800
4890 Misc Expenditure 25,000 25,000
4895 Subscriptions General 67,000 67,000
Office of the PCC - Total Budget 1,219,800 32,700 12,600 12,100 1,277,200




Annex C
2020/21 PROPOSED BUDGET 'Annex C to Report 5A
Services Commissioned via the Chief Constable
2019/20 2020/21]
Approved Proposed
£m £m
Police Officers 94.114 100.123
Community Support Officers 5.186 5.559
Other Police Staff 37.794 41.524
Police Pensions 2.912 3.047
Other Employee Expenses 0.834 0.792
Premises 9.212 9.761
Transport 3.760 3.667
Supplies & Services 14.629 16.773
Agency & Contracted Services 0.172 0.212
Pay & Price Contingency 0.000 0.000
Specific Grants (2.759) (6.994)
General Income (3.087) (3.380)
Derbyshire Constabulary 162.767 171.084
Contribution to East Midlands Collaboration 11.310 11.596
BCU Funding 0.318 0.318
Partnerships 0.576 0.579
Contribution to National Policing 0.215 0.163
PROPOSED GROSS SPENDING 175.186 183.740
Contribution from reserves

- PFI (.425) (.468)
- Devolved Carry-Forwards (.185) (.134)

- Other Reserves -
(.610) (.602)
PROPOSED NET SPENDING 174.576 183.138
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POLICE & CRIME COMMISSIONER FOR DERBYSHIRE
STATEMENT OF LEVEL OF RESERVES AT 31 MARCH 2019 AND FORECAST LEVELS TO 31 MARCH 2023

Annex D to Report 5A

2019 /20 2020 /21 2021 /22 2022/ 23
Balances at Movements SIS Contributions Balances at MF;:/(:;?:\?S Pr.oje\?ted Bl MF;:/(:;?:\?S PI’.OjE(.:[Ed Bl le;feliféifs Prp je(;ted Sellieed
31/03/19 (to) / from Between to Capital 31/03/20 (t0) / from Contrlbuyons to| Balances at (t0) / from Contrlbuyons to[ Balances at (t0) / from Contrlbupons to| Balances at
Revenue Reserves e — Capital 31/03/21 e — Capital 31/03/22 e — Capital 31/03/23
£ £ £ £ £ £ £ £ £ £ £ £ £ £

GENERAL RESERVES 5,500,000 - - 5,500,000 - - 5,500,000 - - 5,500,000 - - 5,500,000
EARMARKED RESERVES
Useable:-
Operational Funding and Investment Reserve 4,276,487 (3,123,509) 1,000,000 2,152,978 (500,000) 1,652,978 (1,652,978) 0 0
Carry-forwards 1,647,489 (531,400) 1,116,089 (133,700) 982,389 982,389 982,389
PCC Grants & Commissioning 2,146,744 (116,000) (1,000,000) 1,030,744 (146,159) 884,585 884,585 884,585
Total Useable:- 8,070,720 (3,770,909) 0 0 4,299,811 (779,859) 0 3,519,952 (1,652,978) 0 1,866,974 0 0 1,866,974
Non-useable:-
PFI - llkeston 1,063,054 (63,595) 999,459 (74,465) 924,994 (82,985) 842,009 (92,682) 749,327
PFI - Derby 2,782,382 (333,443) 2,448,939 (371,188) 2,077,751 (405,762) 1,671,989 (444,405) 1,227,584
Insurance 70,247 5,438 75,685 5,400 81,085 81,085 81,085
Total Non-useable:- 3,915,683 (391,600) 0 3,524,083 (440,253) 0 3,083,830 (488,747) 0 2,595,083 (537,087) 0 2,057,996
TOTAL EARMARKED RESERVES 11,986,403 (4,162,509) 0 0 7,823,894 (1,220,112) 0 6,603,782 (2,141,725) 0 4,462,057 (537,087) 0 3,924,970
TOTAL RESERVES 17,486,403 (4,162,509) 0 0 13,323,894 (1,220,112) 0 12,103,782 (2,141,725) 0 9,962,057 (537,087) 0 9,424,970
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Annex E

2020/21 PRECEPT PROPOSAL: A £10 COUNCIL TAX INCREASE ON BAND D PROPERTIES

Band D Council Tax T°t".’" Collection Fund Council Tax
Base Funding
£226.60 Surplus Deficit
321,088.28 73,153,026 612,078 |- 217,656 72,758,604

SR 39,909.63 | 9,136,982 93,460 9,043,522
Borough Council
Bolsover _ 22,169.60 4,949,847 - 73,784 5,023,631
District Council
Chesterfield 20,181.08 |  6,725910| 113,477 6,612,433
Borough Council
Derby 69,592.06 | 15,625,689 - 143872 15,769,561
City Council
Dgrbyshlre Dal.es 29,828.68 6,843,082 83,903 6,759,179
District Council
SEIEE , 33,699.90 7,725,090 88,693 7,636,397
Borough Council
High Peak 30,970.00 | 7,092,822 75,020 7,017,802
Borough Council
Nprth East Der.byshlre 31,263.33 7,145,796 61,525 7,084,271
District Council
Sputh Derbyshlre 34,474.00 7,907,808 96,000 7,811,808
District Council

Gross Revenue Expenditure

2019/20 Approved 178,061,975
2020/21 Proposed 189,878,603
Increase in GRE 6.64%

Council Tax Requirement

2019/20 Approved 68,432,634
2020/21 Proposed 72,758,604
Increase in CTR 6.32%
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Council Tax per Banding

BAND 2019/20 2020/21
£ £
A 144.40 151.07
B 168.47 176.24
C 192.53 201.42
D 216.60 226.60
E 264.73 276.96
F 312.87 327.31
G 361.00 377.67
H 433.20 453.20
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Purpose

The purpose of the Medium Term Financial Strategy (MTFS) is to provide
information to the public and other stakeholders on the Constabulary’s plans
to manage its finances over the medium term.

Background

The strategy supports affordable, sustainable service delivery through the planned
use of revenue budgets, capital budgets, reserves and balances. It contains:

Our Reserves Strategy;

Our Capital Strategy.

Our Council Tax Strategy;

Our Treasury Management Strategy;
Our Investment Strategy;

Our Borrowing Strategy; and

Our Savings Strategy;

Reserves
Strategy

Capital
Strategy

Medium
Term
Savings Financial Treasury
Strategy Strategy

Strategy

Strategy
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Aims of the Strategy —

‘To secure the financial health and viability of Derbyshire Constabulary in the
future and develop sustainable financial plans to make Derbyshire Safer
together’

Achieved by:

Carefully managed spending to reduce the cost of borrowing, to manage our
Reserves for the purpose of financial sustainability;

Continuing to manage borrowing and apply revenue and Reserve funding where
possible to fund the Capital Programme,;

Maintaining sufficient Reserves and balances to cover financial risks whilst
continuing to invest in the Constabulary;

Actively exploring the opportunity for savings through collaborative, targeted and
intelligence led service delivery;

Establish robust partnership relationships to deliver enhanced services to our
communities through greater collaboration;

Actively seeking ‘Invest to Save’, Efficiency and Collaborative opportunities;
Ensuring council tax precepts deliver value for money;

Meeting our statutory responsibilities to provide ‘Best Value’ to our communities.
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OUR RESERVES STRATEGY

Proposal and Introduction

The Commissioner holds a number of reserves as part of his approach to
maintaining a sound financial position and protecting Derbyshire Police to
some degree from volatility in the risk in the budget going forward. The
requirement for financial reserves is linked to legislation such as the Local
Government Act 1992, which requires the Commissioner to “have regard” to
the level of reserves needed to meet future expenditure when calculating a
budget. Part of sound financial management is to assess the adequacy of
these reserves and release those reserves no longer required.

A Review of Reserves is a key part of the Commissioner’s budget setting
process. Consideration of reserve levels is linked to legislation for budget
setting contained in both the Local Government Acts of 1992 (section 31A &
42A) and 2003 (section 25) and linked to section 114 of the Local
Government Finance Act 1988.

Derbyshire Police is still facing significant financial pressures from general
inflation, the impact of future pay awards, a need to update and upgrade the
police estate as well as the continual need to keep pace with technology.
There continues to be increasing demands on the service from the public and
ever more focus on protecting the vulnerable and a whole range of “new”
crimes, such as modern slavery and human trafficking that were never
envisaged even a few years ago.

The responsible use of reserves has always played a key role to ensure that
we are able to manage through the continued uncertainty. With an apparent
end to government austerity, the level of uncertainty has reduced but not
disappeared. We still need reserves to help cushion the impact of sudden
unforeseen spending pressures. Reserves also play a big part in helping to
meet the costs of change as we seek to reshape Derbyshire Police so that it
can meet the new and emerging policing risks that it faces.

Due to the significant financial risks facing Derbyshire Police in 2020/21 and
future years, it is essential that reserves provide a sufficient contingency to
meet this risk and to ensure a robust budget. Consistent with Medium Term
Financial Plan, it is recommended to maintain the General balance at a
minimum of £5.5m.



2.

Review of Reserves 2020/21
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Balances Estimated | Estimated | Estimated | Estimated
at Balar:ces Balzr':ces Balzr:ces Balzr':ces
a
810319 | 31/03/20 | 31/03/21 | 31/03/22 | 31/03/23
£m £m £m £m £m

GENERAL RESERVES 5.500 5.500 5.500 5.500 5.500
EARMARKED RESERVES
Useable:-
Operational Funding and
Investment Reserve 4.276 2.153 1.653 0.000 0.000
Carry-forwards 1.647 1.116 0.982 0.982 0.982
PCC Grants & Commissioning 2.147 1.031 0.885 0.885 0.885
Sub-Total 8.071 4.300 3.520 1.867 1.867
Non-useable:-
PFI - llkeston 1.063 0.999 0.925 0.842 0.749
PFI - Derby 2.782 2.449 2.078 1.672 1.228
Insurance 0.070 0.076 0.081 0.081 0.081
Sub-Total 3.916 3.524 3.084 2.595 2.058
TOTAL EARMARKED
RESERVES 11.986 7.824 6.604 4,462 3.925
TOTAL RESERVES 17.486 13.324 12.104 9.962 9.425

2.1 The projected reserves position over the next four years is shown below:-
2.2 Each reserve has been assessed for its estimated balance as at 31st March
2020 and for the estimated additions or withdrawals from the reserve during
2020/21 and future years. Further detail can be found in the table below and
at Appendix 1.
Total Reserves
18.0
16.0 —
14.0 m Reserves Held on Behalf of
' Other Organisations
12.0 B Pending Future Deficits on PFI
10.0 - Contracts
8.0 - m Support the Medium Term
6.0 - Budget
40 - M Budgetary Risk
2.0 4 M General Reserve
0.0 . .

31.03.2020 31.03.2021

31.0.3.22

31.03.23
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The above table, (based on this review of reserves), shows that the level of
reserves is expected to decrease by £8m by 2022/23 to £9.4m. The actual
balance at year end will depend on spend during the year and any year end
service carry forwards from unspent revenue funds and/or unspent grant
allocations.

GENERAL RESERVE

The General reserve will be maintained at an adequate level to: -

e Provide a working balance to cushion the impact of uneven cash flows
and avoid unnecessary short term borrowing.

e Provide a contingency to cushion the impact of unexpected events or
emergencies (risk), for example significant policing activity that cannot be
contained within existing budgets.

e Plan for potential major items of expenditure.

The appropriate level of reserves for this purpose will be determined and
reviewed annually. The adequacy of the General Reserve Balance will be
determined by assessing the financial risks associated with meeting
continuing obligations to provide services. The Chartered Institute of Public
Finance and Accountancy (CIPFA) has issued guidance about the factors
which should be taken into account in determining the overall level of
reserves and balances. These are: -

e Assumptions regarding inflation.

e Estimates of the level and timing of capital receipts.

e Treatment of demand-led pressures.

e Treatment of savings.

e Risks inherent in any new partnerships and collaborations.

¢ Financial standing of Derbyshire Police (i.e. level of borrowing, debt
outstanding, etc.).

e Track record in budget management.

e Capacity to manage in year budget pressures.

e Virements and year-end procedures in relation to under and over-spends.

e Adequacy of insurance arrangements.

e An assessment of external risks.

¢ Impact of major unforeseen events.

e Level of Government support following major unforeseen events.

The General Reserve Balance will be reviewed and projections on future
balances will be made at key points during the financial year, namely as part
of the budget setting process and update of the Medium Term Financial
Projection.

In exceptional circumstances, the actual level of the General Reserve
balance may fall below the level which is considered appropriate. This is

5
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consistent with the need to provide to meet short-term unforeseen
expenditure. However, the actual level will be monitored against balances
outlined in the Medium Term Financial Projection. The plan will set out the
level of planned balances, as well as confirming acceptable thresholds above
or below the balance. If the balance falls outside of the planned tolerance
levels, a plan will be agreed by Derbyshire Police to restore balances to the
appropriate level.

EARMARKED RESERVES - Usable

To support the medium term budget - under this heading a number of specific
issues are addressed: -

e Operational Funding and Investment Reserve - This reserve is to assist with any
‘funding gap’ in the revenue budget over the medium-term and for investment in
new/emerging/growing policing risk and threats. As such it provides a buffer so
that any unexpected changes to the Constabulary’s underlying cost base or
revenue streams can be responded to in a measured manner.

e PCC Grants and Commissioning Reserve - This reserve has been set aside for
crime prevention measures and other emerging priorities over the term of the
Commissioners’ office. It is currently used to fund the Commissioner’s annual
grants scheme and from 2019/20 for a period of two years contributing to
investing in local neighbourhood policing.

e Devolved Budget Commitments (Carry-forwards) - This reserve represents the
underspending on devolved budgets which are carried forward to meet
commitments that have yet to be incurred. The most common example would be
where an order for goods/services has been raised but delivery takes place after
31st March.

Committed to Future Year Capital Programmes includes: - a Contribution to
Capital is temporary in nature as it is used to hold revenue contributions to
our capital programme until such a time as they are used to ‘finance’ capital
expenditure. In reality, this reserve tends to remain at zero as transactions
occur simultaneously within our financial accounts.

EARMARKED RESERVES — Non Usable (committed)

Under this heading a number of specific issues are addressed: -

e Insurance - This reserve is for future insurance liabilities that are not covered by
the insurance provision. The insurance excess (or ‘self-insured’ element) on
liability claims is set at £0.100m so the reserve is used for any large claims up to
the amount covered by insurers.

e Regional Collaborative Units - This represents Derbyshire’s share of Regional
Collaborative Units reserves, these are mainly to be used for future capital
purchases and asset replacement.

¢ Pending Future Deficits on PFI Contracts includes: -
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» PFI Reserve — llkeston - This reserve is required to help the Force finance
its commitments under a long-term PFI arrangement in llkeston. The
Force receives grant related to this PFI arrangement but it does not cover
all outgoings. The reserve allows the costs related to the PFI arrangement
to be spread across the contract term rather than having a serious impact
on the available budget for policing Derbyshire.

» PFI Reserve — Derby — As above but in respect of the PFI arrangement
for a major police station in Derby city centre.

Reserves Held on Behalf of Other Organisations includes: -

This reserve contains monies held on behalf of the Derbyshire Road Safety
Partnership (CREST) and contributions from other forces towards meeting the cost of
the National Asset Recovery Team, as Derbyshire remains the accountable body.

Guidance on the Management of Reserves

The Chartered Institute of Public Finance and Accounting (CIPFA) guidance on
Reserves and Balances (LAAP bulletin 99 issued July 2014) advises that “Chief
Finance Officers should take account of the strategic, operational and financial risks
facing the authority. The assessment of risks should include external risks, such as
flooding, as well as internal risks, such as the ability to deliver planned efficiency
savings”.

The CIFPA guidance lists a number of assumptions to be considered when forming a
budget, which although these directly link to the setting of a budget, the level of risk
and uncertainty of these assumptions are be relevant in determining an appropriate
level of reserves. Assumptions to consider include inflation, demand led pressures,
delivery of planned savings and risks from new collaborations or ways of working.

It is important to differentiate between general and uncommitted reserves and
reserves held for a specific purpose. It is only the general and uncommitted reserves
that could be used to support “short term costs”.

CIPFA guidance says “Authorities should be particularly wary about using one off
reserves to deal with shortfalls in current funding. Where such action is to be taken,
this should be made explicit, and an explanation given as how such expenditure will
be funded in the medium to long term”.

Review of Provisions
In addition to earmarked and general reserves Derbyshire Police also hold provisions
to cover the cost of third party claims where there is a clear liability, which is likely to

result in a payment but the amount and timing of the potential payment is uncertain.

The provisions above were based on the latest information as to the value of the
potential liability. It is expected that provisions will be typically used within the
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financial year, except where the “time lag” on some claims being notified and settled
is often over one year.

General Fund Reserve - Risk Assessment and Sensitivity/Scenario Appraisal

The estimated General Fund Reserve and Usable Earmarked Reserves of £9m
represents 4.7% of the Budget Requirement (BR), as at 315 March 2021. This is
expected to fall by 315 March 2022 to £7.4m a reduction of £1.6m, or 3% of the BR.

For the 2020/21 budget the level of General and Earmarked Reserves is now under
the national average compared to other police forces.

The CIPFA guidance on reserves does not recommend a minimum level of reserves.
It states that “Local Authorities should make their own judgments on such matters
taking into account all the relevant local circumstances which will vary between
Authorities”. CIPFA also state that “a well-managed authority with a prudent
approach to budgeting should be able to operate with a relatively low level of
reserves”.

A risk assessment of all 2020/21 budgets suggest that the maximum overspend in
any year, if all services were subject to adverse pressures and where there isn’'t any
specific service related earmarked reserve, would be £8.7m or 4.6% of 2019/20 BR
(see table below). An estimate should be added to reflect any, as yet unknown, in
year budget pressures, say £1.9 million. This would result in a required Total
Reserves of £10.6 million or 5.6% of BR. The current level of General Fund Reserve
will cover 52% of this sum.

Unforeseen / Unpredictable Risk £m

Pay and Price Increases
Additional 1% increase

Police Officer Pay 1.0
Police Staff Pay 0.5
Police Staff Pension Contribution 0.5
Additional 10% increase

Vehicle Fuel costs 0.1
Utilities costs 0.1
Capital Programme Risks

10% increase in tender costs for 25% of the capital programme 0.5

Policing Pressures

Complex Murder Enquiry 1.0
Medium Range Murder Enquiry 0.5
Major Policing Operation - eg. public order 0.5

Loss of Grant Funding

Impact of loss of:-
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1% of general grant funding 1.2
10% of specific grant funding 1.0
Over-spending

1% over-spend against budget 1.9
Total 8.7

The overall risk assessment is similar to previous year, as although some of the
higher value areas of volatility that were identified as a high risk last year have
continued to cause pressures on the revenue budget.

The risk remains as despite significant investment further pressures still remain, with
a need to update and upgrade the rest of the police estate as well as the continual
need to keep pace with technology.

Nationally Chief Constables believe the service is financially stretched. A reduction in
real terms funding of police budgets of 21% (range 11% to 29%) has come at a time
when the policing mission has been expanded and demand has grown.

The public and political expectation that policing should address crimes against the
most vulnerable, (domestic abuse, child sexual exploitation, modern slavery, human
trafficking, county lines, forced marriage and modern slavery) is resource intensive.
Victims require safeguarding, investigations are often complex and partnership case
management is intense. The ability to create significant efficiencies is limited in an
area concerned with protecting very vulnerable people.

The threat from terrorism has increased and significant investment in counter
terrorism policing has been provided to National Counter Terrorism Policing. Whilst
the funding in some counter terrorism capabilities has grown it is worth reflecting that
the majority of the police response to the London Bridge and Manchester attacks
came from core policing resources. This is also the case for the Todbrook Reservoir
emergency. Even uplifts in areas such as armed policing with additional funds have
required fiscal support from host force budgets.

The demand on policing is growing. This is reflected in additional demand through
reports and call volumes but it is also apparent in the evidence being provided to
police. The digital footprint in most investigations requires more time to process the
work.

The service needs to respond to an increasingly digitally capable criminal requiring
new technology capabilities and organisation. Serious and organised crime is a
threat becoming more widely regarded as a national security issue. Finally the stretch
on the police workforce is extensive. A period of pay restraint has seen wages fall in
real terms. A smaller workforce is increasingly stretched against a growing demand
with an attendant personal impact on staff.

A prudent risk based approach to budget setting and reserve levels will have
mitigated some risks of an overspend, although it should be noted that in areas of
high risk such as, the police estate, have already declared significant budget
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pressures over the past few years. It is vital that the improvement plan and medium
term financial strategy for this service is delivered to reduce the levels of (financial)
risk around this service.

The 2020/21 budget plans accommodate all the known immediate financial risks
facing Derbyshire Police. Nevertheless risks continue to remain over future finance
settlements, inflation and the impact of future pay awards, but also: -

e Contributions to Regional Organised Crime Units (ROCU) and East Midlands
Serious and Organised Crime Unit.

¢ Ring fenced and bid based funding for national priorities such as Police Officers
and Tasers.

e Employer Pension rates.

¢ Changes to the funding model for the National Police Air Service (NPAS).

e Forensics (investment in digital technology and supplier pressure).

e Introduction of the Emergency Services Network (ESN).

e National ICT charges

¢ Impact of Brexit.

It is unlikely that all budgets will be adversely affected in the same year or that there
will be no underspending arising from savings or additional income. The indicative
level of balance for the General Fund of £5.5m is in line with the level of risk included
in the 2019/20 calculation and reflects the need to keep an appropriate level of
general reserve to manage known challenges, such as the increasing demand for
service.

The 2020/21 budget to be presented in January 2020 will also include an assurance
statement from the Chief Finance Officer about the adequacy of the proposed
financial reserves, in accordance with the requirements of section 25 of the Local
Government Act 2003.

Capital Programme

It is assumed that in the circumstances of a significant overspend within the capital
programme this will be covered by alterations to the timing of schemes within the
capital programme; use of internal resources or from external borrowing within the
approved Prudential Indicators. Any additional borrowing costs would have to be met
from the Revenue Budget.

It is assumed that in the circumstances of a significant overspend within the capital
programme this will be covered by alterations to the timing of schemes within the
capital programme; use of internal resources or from external borrowing within the
approved Prudential Indicators. Any additional borrowing costs would have to be met
from the Revenue Budget.

Comparison with Other Police Forces

10
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The Association of Police and Crime Commissioners (APCC) holds statistical data on
the level reserves held by all Police Forces. Analysing the latest reserve data shows
that Derbyshire’s reserves have been falling faster than the national average over the
past six years.

Chief Finance Officer Statement

Derbyshire Police is continuing to face financial challenges and reserves are under
increasing pressure. | am satisfied that the General Reserve and Earmarked
Reserves are adequate for the Financial Plans for 2020/21 to meet any known or
predicted liabilities over the period in which the liabilities are expected to become due
for payment, if the following actions are undertaken: -

o The General Reserve has a minimum balance of £5.5m, equal to 3% of the
Budget Requirement.

¢ Earmarked Reserves (as summarised in table shown at paragraph 2.1) has
estimated balances at the 2020/21 year-end totalling £11.6m.

However, it is important Derbyshire Police continue to plan for different scenarios
and develop plans to deal with them. The current draw on reserves cannot be
maintained and the Cost of Policing Programme to ‘Bridge the Funding Gap’ will be
essential in providing financial stability alongside appropriate local funding decisions.
Reserves are on element of this and further reference is made to this in the Chief
Finance Officer Statement in the Budget setting report and the wider Medium Term
Financial Strategy.

Governance of Reserves

Appendix 1 shows the projected balances of the reserves at the end of the current
financial year and future years. These balances are based upon planned levels of
spending. In the event of any unplanned expenditure occurring in the financial year
current Standing Orders and Financial Regulations will apply.

The Reserves will continue to be reported as part of the regular Finance Monitoring

Updates, the annual Statement of Accounts and subject to an annual review and
challenge as part of the budget process.

11
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Appendix 1
POLICE & CRIME COMMISSIONER FOR DERBYSHIRE
STATEMENT OF LEVEL OF RESERVES AT 31 MARCH 2019 AND FORECAST LEVELS TO 31 MARCH 2023
2019/ 20 2020/ 21 2021/ 22 2022 /23
Balances at Movements Transfers Contributions | Balances at Mz\rféjrencetsi Pro_jectgd Estimated Mi\r/?e];ietsfs Projectgd Estimated Mz\rfg;“;c;zg Project_ed Estimated
31/03/19 (to) / from Between to Capital 31/03/20 (@) i Contrlbut}ons Balances at (@) i Contnbuyons Balances at (@) iy Contnbupons Balances at
Revenue Reserves Revenue to Capital 31/03/21 Revenue to Capital 31/03/22 Revenue to Capital 31/03/23
£ £ £ £ £ £ £ £ £ £ £ £ £ £
GENERAL RESERVES 5,500,000 = - 5,500,000 - = 5,500,000 - - 5,500,000 = = 5,500,000
EARMARKED RESERVES
Useable:-
Operational Funding and Investment Reserve 4,276,487 (3,123,509) 1,000,000 2,152,978 (500,000) 1,652,978 (1,652,978) 0 0
Carry-forwards 1,647,489 (531,400) 1,116,089 (133,700) 982,389 982,389 982,389
PCC Grants & Commissioning 2,146,744 (116,000) (1,000,000) 1,030,744 (146,159) 884,585 884,585 884,585
Total Useable:- 8,070,720 (3,770,909) 0 0 4,299,811 (779,859) 0 3,519,952 (1,652,978) 0 1,866,974 0 0 1,866,974
Non-useable:-
PFI - llkeston 1,063,054 (63,595) 999,459 (74,465) 924,994 (82,985) 842,009 (92,682) 749,327
PFI - Derby 2,782,382 (333,443) 2,448,939 (371,188) 2,077,751 (405,762) 1,671,989 (444,405) 1,227,584
Insurance 70,247 5,438 75,685 5,400 81,085 81,085 81,085
Total Non-useable:- 3,915,683 (391,600) 0 3,524,083 (440,253) 0 3,083,830 (488,747) 0 2,595,083 (537,087) 0 2,057,996
TOTAL EARMARKED RESERVES 11,986,403 (4,162,509) 0 0 7,823,894 (1,220,112) 0 6,603,782 (2,141,725) 0 4,462,057 (537,087) 0 3,924,970
TOTAL RESERVES 17,486,403 (4,162,509) 0 0 13,323,894 (1,220,112) 0 12,103,782 (2,141,725) 0 9,962,057 (537,087) 0 9,424,970

12




1.

11

1.2

1.3

1.4

15

2.1

Annex A for Agenda Item 5B

OUR CAPITAL STRATEGY

Introduction

The Chartered Institute of Public Finance and Accountancy (CIPFA)
Prudential Code requires local authorities to produce a capital strategy to
demonstrate that capital expenditure and investment decisions are taken in
line with desired outcomes and take account of stewardship, value for money,
prudence, sustainability and affordability.

This Capital Strategy is the policy framework document that sets out the
principles to be used to guide the allocation of capital investment by the
Police and Crime Commissioner and informs decisions on capital spending
priorities within his Police and Crime Plan.

The Capital Strategy has direct links to the other plans such as the Asset
Management Plan and IT Strategy and forms a key part of the
Commissioner’'s Medium Term Financial Strategy (MTFS).

Capital investment is technically defined as “Expenditure on the
acquisition, creation, or enhancement of ‘non-current assets”. This is
items of land, property and plant which have a useful life of more than one
year. A fuller definition is attached at Appendix 1. Expenditure outside this
definition will be, by definition, revenue expenditure.

Most non-current assets are properties that are used in the delivery of quality
policing services. The Commissioner’s land and buildings asset base of some
35 properties has a current use Balance Sheet value of approx. £25.898
million. In addition the Commissioner has an interest in assets held by a Joint
Venture Limited Liability Partnership with Derbyshire Fire and Rescue
Service, which operates a Joint Headquarters and a Joint Training
Centre/Firearms Range.

The Capital Strategy sets out the guiding principles on the following elements:

e The Capital Programme

e Approach to Borrowing

e Grants and Contributions
o Capital Receipts

¢ Revenue and Reserves

e Prioritisation and Approval

The Capital Programme

The Commissioner is responsible for determining the programme for capital
investment in non-current assets that are central to the delivery of quality police
services. Capital investment must meet the varying needs of Derbyshire Police,
reflecting the Commissioner’s priorities set out in his Police and Crime Plan and the

13
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Chief Constable’s Delivery Plan, which sets out how the Chief Constable will deliver
against the commitments in the Police and Crime Plan.

Annually the Commissioner in conjunction with the Chief Constable will prepare a
capital programme outlining the estimated capital expenditure and funding over a
minimum three year period.

The current key priorities of the Capital Programme include :-

e To ensure the property estate remains fit for purpose, identifying opportunities to
collaborate with Derbyshire Fire and Rescue Service, develop the estate
infrastructure, maintaining core sites and progress the Asset Management Plan.

e To ensure provision is made for ICT & Business Change Technology to maintain
and develop the existing infrastructure and invest in the core technologies
required to provide innovative digital policing services.

¢ The maintenance and replacement of other core assets where necessary, e.g.
vehicles and communication infrastructure.

The plans acknowledged the constrained financial position of the Constabulary and
maximise both the available financial resources and the capacity that the
Constabulary has to manage change projects.

The basis used for estimating the cost of schemes uses one or more of the following
estimation techniques: -

¢ Analogue estimating, using cost data from previous schemes.

e Parametric estimating, using published data from specific reference sources.

e Bottom up estimating, using the professional judgement from appropriately
qualified and experienced members of a project team.

In considering the principles, the Commissioner needs a balance between guidance
and prescription to allow a flexible approach to be taken, but which is reflective of
times of uncertainty. This Strategy focuses on the key policies for the allocation of
capital resources to schemes in line with the Commissioner’s priorities and statutory
responsibilities.

The management of the Capital Programme is also supported by the Commissioner’s
Financial Regulations.

Approach to Borrowing

The Commissioner is able to borrow money on the money market or from the Public
Works Loans Board (PWLB) to fund capital schemes or, on a short term basis, use
its own internal resources (i.e. cash flow). However, for all schemes initially funded
from borrowing, the Commissioner will have to fund the repayment and interest costs
as there is no central government “supported borrowing” allocations and related
revenue support.

The Commissioner is only able to borrow for “unsupported borrowing” (also known as
Prudential Borrowing) under the guidance contained in the Chartered Institute of
Public Finance and Accountancy’s (CIPFA) Prudential Code. In summary, the
Commissioner is required to ensure that all borrowing is both prudent and affordable.

14
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The Commissioner is currently maintaining an under-borrowed position. This means
that the capital borrowing need (the Capital Financing Requirement), has not been
fully funded with loan debt as the cash supporting reserves, balances and cash flow
has been used to pay for capital expenditure as a temporary measure. This strategy
is prudent as investment returns are low and counterparty risk is still of concern.

This policy also relies on the availability of internal resources and this will be kept
under review as more work is done on identifying revenue requirements, in particular
to address the existing and emerging policing risk and threat as well as funding
required for new capital schemes.

The Commissioner takes a prudent approach to new borrowing, paying particular
regard to the robustness of the business case, to include forward predictions of
affordability on the revenue budget and its ability to support the capital programme.

Grants and Contributions

The Commissioner receives capital grant funding from government and is able to bid
for grant funding direct to particular government departments or from other grant
awarding bodies. However this funding is now at levels significantly lower than in the
last decade.

The Commissioner continues to bid for additional external grant funding but restricts
schemes to those which support his priorities or statutory service objectives and
where it can be proved that the scheme is sustainable, and where requirements for
match-funding and future revenue consequences have been considered and
approved.

Capital Receipts

The Commissioner receives capital receipts from asset disposals. The
Commissioner will aim to maximise its capital receipts, where possible, by enhancing
the land prior to disposal; e.g. by obtaining planning permission or providing a
development plan. As appropriate the Commissioner may dispose of assets by
tender or by public auction.

Revenue and Reserves

The Commissioner is able to use revenue funding and reserves for capital schemes.
However, as a result of competing revenue budget pressures and the continued
uncertainty of central government funding, the Commissioner has to balance the use
revenue contributions or reserve funds to directly fund capital schemes alongside the
other operational and organisational needs of Derbyshire Police.

Prioritisation and Approval

It is always difficult to make choices between competing priorities within a service
that has ever increasing demands from the public and the type of crime is also
changing significantly, with ever more focus on protecting the vulnerable and a whole
range of “new” crimes, such as modern slavery and human trafficking that were
never envisaged even a few years ago.

15
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The key stages in the Commissioner’s prioritisation and approval process are as
follows: -

o If a specific scheme is requested to be approved/funded there will be a
requirement for a detailed business case or scheme outline. Business cases are
to be submitted to the Office for the Police and Crime Commissioner for review in
consultation with the Chief Constable.

e The Capital Programme will be updated and any recommendations for schemes
to be approved by the Commissioner included in the next Finance Briefing.

Monitoring and Performance

Monthly capital monitoring reports outlining progress against the approved
programme will be prepared for the Commissioner.

The overall responsibility for the management and monitoring of the capital
programme is undertaken by the Constabulary’'s Change Board. The Change
Board’'s terms of reference also includes monitoring strategic and critical risk
resulting from schemes, prioritising schemes and resources needed to deliver
schemes, reporting on the benefits of schemes and capturing organisational learning
through delivery of schemes.

A Strategic Estates Board has been established to look at how the Constabulary
prioritise its Property investment and maintenance programme with a series of
criteria around operational need and benefits. The Constabulary are looking at how
its develops this further across other areas with a focus on:

e Further enhancement of business cases to include the full impact of
proposals;

e The sustainability of proposals, in particular, the benefits realised through
decisions and the ‘cost of change’; and

e The cost effectiveness of the capital projects and how project managers
demonstrate that.

A report detailing the Prudential Indicators will be prepared on a half yearly basis to

comply with the Prudential Code for Capital Finance. Prudential Indicators not only
help assess affordability, but also set performance measures.

16
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Appendix 1 — Definition of Capital Expenditure
Capital investment is simply described as: -

This definition of capital expenditure that the Commissioner has to comply with for the
classification and, therefore, the funding of capital expenditure in linked to International
Financial Reporting Standards. “Qualifying Capital Expenditure” under s25 of Local
Government Act 2003 is defined when:

“The expenditure results in the acquisition, construction or enhancement of fixed assets
(tangible and intangible) in accordance with “proper practices™

“Proper Practice” (from 1 April 2010) is under International Financial Reporting Standards
(IFRS) rules. The relevant standard is IAS16 which has the following definition of capital
expenditure: -

“Expenses that are directly attributable to bringing an asset to the location and condition
necessary for it to be capable of operating in the manner intended by management”.

“Directly attributable” means that, for examples, if building a police station, it is the costs
linked to the actual construction of the building, not temporary accommodation, moving
people around etc.

Subsequent Capital Expenditure on an asset is defined as: -

“Expenses that make it probable that future economic benefits will flow to the Commissioner
and whose cost can be measured reliably” subject to “if the expenditure is to replace a
component, the old component must be written out of the balance sheet”.

Future economic benefits means that it is not necessary for the expenditure to improve the
condition of the asset beyond its previously assessed standard of performance. The
measurement is against the actual standard of performance at the date of expenditure; e.qg. if
service potential or asset life is increased.

17
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OUR COUNCIL TAX STRATEGY

Background

Council Tax is subject to significant central control, much of which is enshrined in primary
legislation.

In recent years, the Government has given greater flexibility to the Constabulary to increase
Council Tax with limits raised to £12, £24 and £10 over the last 3 years. However, this has
come with an expectation that Policing will continue to deliver savings and efficiencies in
return. The PCC is mindful of the increasing burden on the taxpayer through Council Tax
increases and whilst taking advantage of this flexibility over the last three years has clearly
demonstrated the value of the investment to the community through increases in front line
resources to address risk, threat but also community concerns.

The PCC has looked to limit council tax increases where possible but has also to consider its
financial resilience in light of projected budget deficits, pay and price inflation, rising
employer pension contributions, and other budget pressures. Band D Council Tax for
2020/2021 is set at £226.60. Following years of public sector austerity, the Authority
considers precepting options as a measure to minimise future budget deficits, deliver
investment and to assure itself that the future resilience of Derbyshire communities is not
compromised. Precepting options will continue to be considered alongside the level of
available reserves.

Council Tax per Banding
BAND 2019/20 2020/21
£ £
A 144.40 151.07
B 168.47 176.24
C 192.53 201.42
D 216.60 226.60
E 264.73 276.96
F 312.87 327.31
G 361.00 377.67
H 433.20 453.20
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OUR TREASURY MANAGEMENT STRATEGY
The overall objectives of our Treasury Management Strategy are as follows:

e To ensure sufficient funding is available for day to day activities and capital projects
through the effective management of cash flow;

e To seek to reduce the financial impact on the revenue account of net interest costs
through optimal levels of borrowing and investment levels;

e To ensure the security of investments and liquidity of funds. To maximise income
from the Constabulary’s investments after ensuring these two considerations are
met.

Background

A detailed Treasury Management Strategy is approved annually. The current strategy was
approved on 7 February.

Derbyshire Constabulary have a statutory responsibility to safeguard prudence and
sustainability of its capital investment. The Local Government Act 2003 (the Act) and
supporting regulation requires the Authority to ‘have regard to the CIPFA Prudential Code
and the CIPFA Treasury Management Code to set Prudential and Treasury Indicators for the
next three years'.

It is a statutory duty under Section 3 of the Act and supporting regulations, for the
Constabulary to determine and keep under review how much it can afford to borrow, referred
to as the ‘Affordable Borrowing Limit'.

The Constabulary must have regard to the Prudential Code when setting the Authorised
Limit, which requires that total capital investment remains within sustainable limits and has
an acceptable impact upon future council tax levels.

Approach

Our Borrowing and Investment Strategies are included as part of the annual report to the
PCC.

In contemplation of its Treasury Management Strategy, the Authority gives due consideration
to the following:

Prudential and Treasury Indicators;
Treasury limits in force and Treasury ‘risk’;
Borrowing requirements;

Interest rate prospects;

The security of capital; and

The liquidity of investments.
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OUR SAVINGS STRATEGY
Background

Savings are required to bridge the gap between spending pressures and reductions in
government funding. The Constabulary is facing continued and increasing pressure to:

e Find even more savings to balance the budget over the medium term;

e Achieve and maintain financial stability over the medium and longer term;

o Deliver agreed priorities and objectives, including meeting changing statutory and
legislative duties;

e Deliver value for money for local people and taxpayers, through working together
with our partners.

The Constabulary has a strong track record of delivering savings. However, had we not
received the flexibility on the precept in the last two years and without flexibility this year, we
would be looking at a deficit of nearly £12m by the end of 2020/21. This is approximately
equivalent to the salary costs of 240 police officers. The Constabulary also provides value
for money when compared to other similar Forces:

How has spending changed - long term
@ MRE/pop- Force (# MRESpop- MSG (£] @ MNRE

— ——

o= ﬂ ——eo——

The Constabulary are showing a balanced budget for 2020/21, rising to a potential deficit
of £7.889m in 2023/24, based on the some broad assumptions. Given the uncertainties
surrounding future funding for the police service the projected deficits can only be highly
provisional at this stage and represent the likely to worse case scenarios, assuming no
police grant increase of further funding for officers and restrictions through ring fenced
grant. It also assumes a 2% precept increase in future years and shows the extent of the

challenge that remains.
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Medium-Term Forecast 2020/24 2020/21 2021/22 2022/23 2023/24
£m £m £m £m
Previous Year's Gross Expenditure 179.160 189.879 194.642 200.347
_Inflat|on (including pay awards and 5899 6.037 6.168 6.320
increments)
Other spending pressures/reductions 4.188 (0.954) (1.463) (1.919)
New Business Cases 0.632 (0.320) 1.000 1.000
Net Revenue Budget 189.879 194.642 200.347 205.747
Projected Funding (189.879) (192.447) (195.106) (197.859)
Likely Annual Budget Base
(Surplus)/Deficit 0 2.195 5.241 7.888
Contribution (to) / from
Reserves/Savings Programme 0 (1.153) 0 0
Likely Remalnlng (Surplus)/Deficit to 0 1.042 5941 7 888
be met from savings programme

We continue to model a range of scenarios for the future. The scenarios range from the
£9.258m by 2023/24 to £1.221m depending primarily on whether the Government announce
inflation linked increases or keep funding flat, the level of precept flexibility and the ambition

of the Constabulary.

Approach

The Constabulary has developed its programme to ‘Bridge the Funding Gap’ called Cost of
Policing (COP). This will align our review of demand and risk and also determine the cost of
demand. This be monitored through the Finance Futures Board. The following diagram sets
out the themes and regular updates will be included in the budget monitoring reports. Much
of the focus will be on managing the workforce growth and development, linking closely to
the Workforce Futures Board to achieve the savings targets. The Constabulary will work with

the figures outlined above in determining the savings targets.

21



Annex A for Agenda Item 5B

‘Bridging the Funding Gap’ — The Cost of Policing Programme
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To set out the capital programme for Derbyshire Constabulary for 2020/21 to 2023/24.
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Appendix A. Capital Programme for 2020/21 to 2023/24

RECOMMENDATIONS

1. To approve the Capital Programme for 2020/21 to 2023/24 and associated funding

as set out in Appendix A.
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INFORMATION AND ANALYSIS

Background

During the recent period of austerity the Government has cut resources for
capital projects. This has meant that Derbyshire Constabulary has increasingly
relied on using reserves and limited capital receipts to fund an increasing share
of its capital projects.

Each year Derbyshire Constabulary has a number of core capital spending
requirements in order to replace and maintain its assets and therefore
maintaining its capabilities: -

To maintain buildings 0.370

To replace police vehicles 1.194

To replace key items of equipment 0.160

To ensure its IT systems are supported 1.420

Total Replacements 3.144

These ongoing capital needs amount to some £3.1m annually, while the
government Capital Grant is currently only £0.237m. This represents a shortfall
of £2.9m even before the Constabulary considers investment in major new
projects to improve performance or make it more efficient. In addition to the
above, in some years there are major replacements of equipment e.g. body
armour, mobile devices, body worn video which further increases the shortfall.

In addition to the ongoing capital commitments, there are several major projects
which are either currently underway or which need to be progressed over the
next four-year period. These are as follows: -

e Co-Location schemes with DFRS £2.000m in total is included in the
Programme over four years to continue the programme of sharing premises
with Derbyshire Fire and Rescue Service.

e Derby East LPU Accommodation. Cotton Lane police station is an ageing
building with increasing ‘fit-for-purpose’ issues. £9.5m has been included to
enable the re-location to premises more suited to modern policing needs
(E3.08m of the £9.5m is included in previous years Capital Programmes,
£6.42m is included in 2020/21). The land for this project was purchased in
December 2019, the scheme started in February 2020.

e North East Division Accommodation. The force’s new model of policing

has brought forward the requirement for a ‘hub’ in the north of the county. An
initial cost estimate of £6m has been identified and provision had been

2
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included in the capital programme (£1.5m of this is included in the 2019/20
capital programme but this is likely to be carried forward to 2020/21), an
additional £3.5m is required in 2021/22 to bring in line to the provision for
Derby East Hub.

e Emergency Services Network (ESN) implementation. This is a multi-billion

pound national project involving all three emergency services. Following
implementation, transmission of the force’s critical voice traffic will move from
the dedicated Airwave network, to a commercial mobile network. The plan is
this will allow the service to benefit from the considerable improvements in
communications technology that have emerged since the Airwave PFI
contract started, at a substantially reduced running cost.

The investment required to integrate the Police Service into the new network
will be shared between the Home Office and individual forces. Provision of
£2.845m was included in the Capital Programme spread over 2017/22. To
offset these costs Home Office grant of £0.875m was received in January
2017. This gives a net estimated cost of £1.970m. Monies have already been
spent on making control-rooms ESN-compatible and on project management.
The timing of the spend and realisation of the savings is reliant on the Home
Office project delivering to time and quality with little input from ourselves.
The purchase of the devices have been delayed until 2020/22, monies may
also be required for additional airwave terminals due to the delay in the
project. Information on timescales and costs is expected in February 2020.
Costs are likely to exceed the current provision in the Capital Programme.
The impact of a delay will increase future year running costs in the Airwave
system until completed.

The overall Capital Programme for 2020/24, incorporating the above projects, is
set out at Appendix A. In addition to the above, provision is included in the
Capital Programme for the Contact Management and Resilience Centre
(CMARC) project, replacing Locker storage at Wyatts Way and replacement of
body armour. An additional £0.250m has been included in 2020/21 for critical
estates works.

Future Schemes — Estates

A list of priorities were agreed by the Strategic Estates Board in December 2018,
which included the PCC’s and the Chief Constable Office. Some of these
priorities have been completed or have been included in the Capital Programme.
Other schemes may be added to the capital programme as and when a business
case has been evaluated and approved such as a hub in the North West.
Condition surveys have been carried out, these need to be assessed and
additional provision may be required in future years.
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IS Schemes

As well as the ESN referred to at paragraph 1.4, provision is included for the
following:-

e |S Replacement Projects The force has a replacement programme for
servers, communications equipment, hardware, network equipment and
ANPR replacement.

e |S Infrastructure This is for schemes that cover the core infrastructure.

e |S Customer Projects This tends to be for one-off, standalone projects but is
again reviewed to ensure benefits are robust and in keeping with the risks of
the organisation. A review of the Command and Control system is included in
2021/22.

Other Schemes

A general provision of £0.160m is included for Capital Equipment. This will be
used for any one off/replacement of equipment. In 2020/21 this will be partly
used for a replacement Kiosk solution for Specialist Crime and Intelligence.

Funding

As referred to at paragraph 1.3, post-austerity the level of ongoing Capital grant
which the force receives is inadequate to meet even a basic asset replacement
programme. In 2009/10 the capital grant allocation was just over £2m, in
2019/20 this was £0.637m and in 2020/21 it has been reduced by a further
£0.400m to £0.237m. This represents a reduction of 88% in support compared to
the immediate pre-austerity period and it is prudent to assume this will not
increase in the future.

Consequently a number of steps have been taken to address this situation, in
particular:

e The inclusion of a permanent contribution to capital expenditure within the
revenue budget. This is approximately £3m per annum.

e The identification of opportunities to supplement ongoing funding with
specific capital grants, capital receipts and additional revenue
contributions.

No schemes have been identified to come from Reserves in the current Four
Year Capital Programme. Reserves have previously be used for major projects
such as the Joint Police and Fire HQ, the Joint Training Centre/Firearms Range
and the refurbishment of the former heli-hangar and vehicle compound.

The balance of funding is to be met from borrowing. This is summarised in the
table below.
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Borrowing
Requirement

15.089 5.568 1.065 | 1.315 | 23.037

In addition to the above, it is planned to borrow £6.700m in 2019/20. The Capital
current Programme doesn’t include some of the priorities which have been
agreed by the Strategic Estates board in December 2018 and additional
borrowing would have to be taken out if these projects go ahead.

The overall level of borrowing may fluctuate depending on the timing of capital
projects and any capital receipts that are generated during the next four years.

Summary and Conclusion

1.15

1.16

1.17

1.18

The key aim has been to plan for significant high-priority investment within the
capital programme but with due consideration of its affordability. On that basis
the programme has:-

e Removed the reliance of the programme on capital receipts — given the
current state of the economy and the amount of surplus building land in the
area, there is an increasing risk that the disposal of land may take a number
of years

e Prudential Borrowing of £29.737m (including 2019/20 borrowing) is deemed
to be affordable (see Prudential Indicators, Minimum Revenue Provision,
Treasury Management and Investment Strategy report presented to this
meeting)

At this stage a realistic view has also been taken around the phasing of capital
projects. While some schemes may progress quicker than expected other
schemes may take longer to progress

The Capital Programme will be monitored at regular intervals to ensure that
capital resources are being used effectively to deliver schemes within the
programme.

The programme will also be kept under regular review - in particular to take
account of requirements that emerge as initiatives to address the risks facing the
public are monitored.
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Capital Programme 2020/21 to 2023/24

Ref 2020/21 | Reprofile | Business | 2020/21 2021/22 | Reprofile | Business | 2021/22 2022/23 | Reprofile | Business | 2022/23 2023/24 | Reprofile | Business | 2023/24
£'000 from Cases/ £'000 £'000 from Cases/ £'000 £'000 from Cases/ £'000 £'000 from Cases/ £'000
previous/fu [ Changes previous | Changes previous | Changes previous | Changes
ture year year year year
EXPENDITURE
Building Works
Co-Locations schemes with DFRS 500 500 500 500 500 500 500 500
Business Continuity - Security Issues & UPS 120 120 120 120 120 120 120 120
Derby East LPU Accommodation 6,420 6,420 - - -
North East Division Accommodation 4,500 4,500 3,500 3,500 - -
Other New Build/Refurbishment/Replacement Projects 1,592 1062 250 2,904 605 -352 253 605 -355 250 605 -355 250
Total Building Works 13,132 1,062 250| 14,444 1,225 -352 3,500 4,373 1,225 -355 0 870 1,225 -355 0 870
Vehicles & Equipment
General Vehicle & Chief Officer Vehicle Replacement Programmes 1,194 1,194 1,194 1,194 1,194 1,194 1,194 1,194
Equipment 160 160 160 160 160 160 160 160
Body Armour Replacement 350 350 300 300 - -
Total Vehicles & Equipment 1,704 0 0 1,704 1,654 0 0 1,654 1,354 0 0 1,354 1,354 0 0 1,354
IS Schemes
IS Replacement Projects 1,120 1,120 1,090 1,090 1,170 1,170 1,170 1,170
IS Infrastructure Projects 300 300 330 330 900 900 900 900
IS Customer Projects 600 600 1,000 1,000 350 350 350 350
Emergency Services Network EMSCP) 2,000 |- 1,300 700 1,300 1,300 - -
Total IS Schemes 4,020 -1,300 0 2,720 2,420 1,300 0 3,720 2,420 0 0 2,420 2,420 0 0 2,420
East Midlands Counter Terrorism Intelligence Unit (EMCTIU) 175 0 175 175 0 0 175 175 0 0 175 175 0 175
TOTAL PLANNED EXPENDITURE 19,031 (238) 250 19,043 5,474 948 3,500 9,922 5,174 (355) 0 4,819 5,174 (355) 0 4,819
FUNDING
Capital Grant 637 (400) 237 637 (400) 237 637 (400) 237 637 (400) 237
Other Grant & Contributions 175 175 175 175 175 175 175 175
Use of Reserves - - - - - - - -
Borrowing 14,740 24 325| 15,089 1,245 948 3,375 5,568 1,270 -617 412 1,065 1,270 -355 400 1,315
Revenue Contributions to Capital Outlay 2,692 250 2,942 3,092 3,092 3,092 3,092 3,092 3,092
Sale of Land & Buildings 787 |- 262 75 600 325 525 850 - 262 -12 250 - -
TOTAL FUNDING 19,031 (238) 250 19,043 5,474 948 3,500 9,922 5,174 (355) 0 4,819 5,174 (355) 0 4,819
EXPENDITURE COMPARED TO FUNDING 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
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PURPOSE OF THE REPORT

1.1 To consider and approve the Capital Prudential Indicators for 2020/21 to
2022/23 (incorporating the Minimum Revenue Provision), the Capital Strategy,
the Treasury Management Strategy 2020/23 and the Investment Strategy
2020/23.

ATTACHMENTS

Appendix A. The Capital Prudential Indicators 2020/21 — 2022/23

Appendix B. Treasury Management Strategy 2020/21 — 2022/23

Appendix C. Treasury Management Practice (TMP) 1 — Credit & Counterparty Risk

Management
Appendix D. Approved Counterparties (based on credit ratings as at December 2019)

Appendix E. Detailed Criteria and Credit Ratings
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RECOMMENDATIONS

1. That the Prudential Indicators and Limits for 2020/21 to 2022/23 contained within
Appendix A of the report are approved.

2. That the Minimum Revenue Provision (MRP) Statement contained within Appendix
A which sets out the PCC'’s policy on MRP be approved.

3. That the Treasury Management Strategy 2020/21 to 2022/23 and the treasury
Prudential Indicators contained within Appendix B be approved.

4. That the Authorised Limit Prudential Indicator be approved.

5. That the Investment Strategy 2020/23 contained in the treasury management
strategy (Appendix B), the counterparties in Appendix D and detailed criteria

included in Appendix E be approved.

CONTACT FOR ENQUIRIES

Name: Andrew Dale
Tel: 0300 122 6000
Email pccoffice@derbyshire.pnn.police.uk
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INFORMATION AND ANALYSIS

As part of the budget setting process, it is a statutory requirement that the Police
& Crime Commissioner (PCC) determines the Prudential Indicators and Treasury
Management Policies and Procedures.

The Commissioner fulfils four key legislative requirements when setting
prudential indicators and setting out the expected treasury operations.

The reporting of the prudential indicators considers the affordability and impact
of capital expenditure decisions. They set out the organisation’s capital
framework and capital activities (as required by the CIPFA Prudential Code for
Capital Finance in Local Authorities) shown at Appendix A. The treasury
management prudential indicators are included as treasury indicators in the
CIPFA Treasury Management Code of Practice.

The Minimum Revenue Provision (MRP) Policy, which sets out how the
organisation will pay for capital assets through revenue each year (as required
by Regulation under the Local Authorities [Capital Finance and
Accounting][England] Amendment Regulations 2008) shown at Appendix A.

A requirement of the Prudential Code 2017 is that the Commissioner produces
an annual capital strategy, this is shown in the Strategy Report presented
separately to this board as part of the Medium Term Financial Strategy.

The Treasury Management Strategy Statement sets out how the organisation
intends to finance its capital programme. It shows how the treasury service will
support the capital decisions taken above, the day to day treasury management
and the limitations on activity through treasury prudential indicators. The key
indicator is the Authorised Limit, the maximum amount of debt the organisation
could afford in the short term, but which would not be sustainable in the longer
term. This is the Affordable Borrowing Limit required by s3 of the Local
Government Act 2003. This is in accordance with the CIPFA Code of Practice on
Treasury Management and the CIPFA Prudential Code shown at Appendix B.

The Investment Strategy which sets out how the organisation will manage its
investments and limit its exposure to risk. It sets out the criteria for choosing
investment counterparties and limiting exposure to the risk of loss. This strategy
is in accordance with the Ministry for Housing, Communities and Local
Government (MHCLG) Investment Guidance, and shown at Appendix B.
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The Capital Prudential Indicators 2020/21 — 2022/23

Introduction

1. The Local Government Act 2003 requires the Commissioner to adopt
the CIPFA Prudential Code and produce prudential indicators. Each
indicator either summarises the expected capital activity or sets limits
upon that activity, and reflects the outcome of the Commissioner’'s
underlying capital appraisal systems. This report updates currently
approved indicators and introduces new indicators for 2022/23.
Where appropriate the 2018/19 Actual figures are provided for
information.

2. Under the Prudential and Treasury Management Codes the
Commissioner is required to prepare a Capital Strategy report. The
aim is to demonstrate that the Commissioner takes capital expenditure
and investment decisions in line with service objectives and properly
takes account of stewardship, value for money, prudence,
sustainability and affordability. The Capital Strategy is included in the
Strategy Report presented separately to this board as part of the
Medium Term Financial Strategy.

3. Within this overall prudential framework there is an impact on the
Commissioner’s treasury management activity — as it will directly
impact on borrowing or investment activity. As a consequence the
treasury management strategy for 2020/21 to 2022/23 is included as
Appendix B to complement these indicators. Some of the prudential
indicators are shown in the treasury management strategy to aid
understanding.

The Commissioner’s Capital Expenditure Plans

4. The Commissioner’s capital expenditure plans are the key driver of
treasury management activity and form the first of the prudential
indicators. A certain level of capital expenditure is grant-supported by
the Government; any decisions by the Commissioner to spend above
this level will be considered to be ‘unsupported’ capital expenditure.
This unsupported capital expenditure needs to have regard to:

e Service objectives (e.g. strategic planning);
e Stewardship of assets (e.g. asset management planning);
o Value for money (e.g. option appraisal);

e Prudence and sustainability (e.g. implications for external borrowing
and whole life costing);

o Affordability (e.g. implications for the police precept);
e Practicality (e.g. the achievability of the forward plan).

5. The revenue consequences of capital expenditure, particularly the
unsupported capital expenditure, will need to be paid for from the
organisation’s own resources.
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This capital expenditure can be paid for immediately by applying
capital resources such as capital receipts, capital grants etc or by
applying revenue resources. However if the resources available are
insufficient any residual capital expenditure will add to the
Commissioner’s borrowing need.

As described in the report on the proposed Capital Programme for
2020/24 presented to this meeting, capital grant allocations have been
cut back drastically during the recent period of austerity and this trend
has continued for 2020/21. At £0.237m the force’s capital grant
allocation for next year is very small in the context of the expenditure
planned. Likewise although some capital receipts are anticipated over
the period, these are fairly limited as well.

The potential availability of reserves to help offset the borrowing need
needs to be assessed in the context of the medium-term revenue
projections up to 2023/24 and the likely implications for Reserves as a
whole.

As set out elsewhere in papers for this meeting, it is anticipated that by
31 March 2020 overall reserve balances will be at their lowest level
since 2005. This is a combined result of the significant use of
reserves to support capital investment over the last 4 years, and the
need to fund deficits on the revenue budget in 2018/19 and 2019/20.

At the end of the last financial year, the use of reserves for capital
investment purposes since 2015 totalled £22m, including £16.8m
towards the Constabulary’s share of the cost of the new Joint Police
and Fire Headquarters and Joint Training Centre/Firearms Range. It
is anticipated that it will be necessary to take £4.4m from the
Operational Funding and Investment Reserve at 31 March 2020 to
cover the deficit on the revenue budget in 2019/20.

Going forward, whilst the settlement for 2020/21 announced in
January was more positive than expected, the force needs to utilise
the flexibility it provides to address priority areas in its revenue budget.
These are set out in the Precept report. An additional £0.250m has
been included in the Capital Programme for critical building works
which has been funded from Revenue Contributions.

Therefore, given the above, it is assessed that it would not be prudent
at this stage to release any further resources from the Operational
Funding and Investment Reserve to support the proposed capital
programme.

The Commissioner is asked to approve the summary -capital
expenditure projections in the table below, which also sets out how
they are to be financed. This forms the first prudential indicator.
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Capital Expenditure 2018/19 2019/20 2020/21 2021/22 2022/23

P P Actual Revised | Estimate | Estimate | Estimate
£m £m £m £m £m

Capital Expenditure 8.857 15.263 19.043 9.922 4.819

Financed by:

Capital receipts 0.646 0.230 0.600 0.850 0.250

Capital 2.589 6.203 0.412 0.412 0.412

grants/contributions

Capital reserves 1.531 - - - -

Revenue Contributions 4.091 2.130 2.942 3.092 3.092

Net financing need for - 6.700 |  15.089 5.568 1.065

the year

The Commissioner’s Borrowing Need (the Capital Financing

Requirement)

14.

15.

16.

The second prudential indicator is the Capital Financing Requirement
(CFR). The CFR is simply the total historic outstanding capital
expenditure which has not yet been paid for from either revenue or
capital resources. It is essentially a measure of the Commissioner’s
underlying borrowing need. Any capital expenditure above, which has
not immediately been paid for, will increase the CFR. The current
Capital Programme for 2019/20 includes £6.700m borrowing. It is likely
that this will be taken out before March 2020 given that the PCC has
agreed to the commencement of the Derby East Accommodation
capital scheme. Further borrowing will be required in 2020/21, 2021/22
and 2022/23.

The CFR does not increase indefinitely, as the minimum revenue
provision (MRP) is a statutory annual revenue charge which broadly
reduces the borrowing need in line with the MRP policy.

The CFR includes other long term liabilities (ie from PFI schemes)
brought onto the balance sheet. Whilst this increases the CFR, and
therefore the borrowing requirement, these types of scheme include a
borrowing facility and so there is no requirement to separately borrow
for these schemes. There are currently £9.214m of such schemes
within the CFR. The 2020/21 figure also includes the recognition of
operating leases. Under the new leasing standard — IFRS16 -
introduced in 2020/21, the accounting treatment of leases has
changed. All leases are required to be assessed as to whether they
should be recognised on the balance sheet for the rights and
obligations created by those leases. £13.121m has been included for
operating leases, the majority of this is for the Joint Headquarters and
the Joint Training school leases. This is an estimated figure based on
current leases. This figure may change once the leases have been
properly assessed. Whilst the recognition of leased benefits increases
the CFR and reported debt position of the authority the actual external
borrowing is unchanged.
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17. The Commissioner is asked to approve the CFR projections below:

2018/19 2019/20 2020/21 2021/22 2022/23
Actual Revised Estimate | Estimate | Estimate
£m £m £m £m £m

Capital Financing Requirement

Total CFR 23.529 29.190 55.479 58.201 55.882
Movement in CFR (1.355) 5.662 26.289 2.722 (2.319)
Movement in CFR represented by

Recognltlon of i i 13.121 i i
Operating Leases

Net financing need . 6.700 15.089 5.568 1.065
for the year (above)

Less MRP/VRP and

other financing 1.355 1.038 1.921 2.846 3.384
movements

Movement in CFR (1.355) 5.662 26.289 2.722 (2.319)

Note: The MRP/VRP will include PFI and operating lease annual principal payments

Minimum Revenue Provision (MRP) policy statement

18.

19.

20.

21.

The Commissioner is required to pay off an element of the
accumulated capital spend each year through a revenue charge (the
Minimum Revenue Provision - MRP). He is also allowed to make
additional voluntary payments (VRP).

CLG Regulations require the Commissioner to approve an MRP
Statement in advance of each year. A variety of options are provided
to Authorities, so long as there is a prudent provision. The
Commissioner is recommended to approve the following MRP
Statement.

For capital expenditure incurred before 1 April 2008 or which in the
future is Supported Capital Expenditure, the MRP policy will be:

. Based on CFR — MRP will be based on the CFR, being 2%
straight line basis of the opening balance on the CFR for that year

From 1 April 2008 for all unsupported borrowing the MRP policy will
be:

. Based on the Asset Life Method — MRP will be based on the
estimated life of the assets equal instalment method, in
accordance with the regulations

The only current unsupported borrowing is that used to fund the
Centralised Contact Management Centre, which has an asset life of 50
years. The Constabulary’s plans indicate that further unsupported
borrowing will be needed in 2019/20 to 2022/23. For the purposes of
calculating MRP it is assessed that this borrowing will be against
assets with an average life of 25 years.
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For Finance leases and PFI contracts that are deemed to be ‘on
balance sheet’, the MRP requirement would be regarded as met by a
charge equal to the element of the rent/charge that goes to write down
the balance sheet liability. From 2020/21 under IFRS16 this also
includes operating leases.

The Use of the Commissioner’s Resources and the Investment Position

23.

The application of resources (capital receipts, reserves etc.) to either
finance capital expenditure or to support the revenue budget will have
an ongoing impact on investments unless resources are supplemented
each year from new sources (asset sales etc.). Detailed below are
estimates of the year end balances for each resource and anticipated
day to day cash flow balances.

Year End Resources ‘Actual | Revised | Estimate | Estimate | Estmate
£m £m £m £m £m
Fund balances 5.500 5.500 5.500 5.500 5.500
Capital receipts unapplied - - - - -
Earmarked reserves 11.987 7.824 6.604 4.462 3.925
Earmarked reserves — regional 0.551 0.500 0.500 0.500 0.500
Provisions 1.717 1.000 1.250 1.250 1.250
Unapplied Capital Grants 5.193 - - - -
Total Core Funds 24.948 14.824 13.854 11.712 11.175
Working Capital* (4.902) (2.135) (2.000) (1.000) (1.000)
Under Borrowing (9.940) | (10.346) | (10.980) | (11.458) | (11.585)
%gfgﬁd Investments at 10.106 |  3.343 1.874| (0.746)| (1.410)

*Working capital balances shown are estimated year end; these may be higher at various
points throughout the year and the average will be considerably higher. The revenue budget
will reflect the estimated interest received on the average cash balance.

24.

25.

The table above shows that under borrowing is estimated at £10.980m
in 2020/21.

Whilst interest rates available on investments remains low and the
Commissioner’s longer term cash flow is favourable, it is cost-effective
to use our own resources to fund capital expenditure at least in the
short term. This means that although we are planning to take out
additional external borrowing for new investment, we will not replace
our current internal borrowing at the present time. If however we need
to use more of our internal resources than currently forecast, we may
eventually reach the point where we need to borrow to replenish the
resources that we have used temporarily to fund our previous capital
programme. This will be kept under review. The table above suggests
we will not need to do this until 2021/22 at the earliest due to the
underlying cash position.
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Affordability Prudential Indicators

26.

27.

The previous sections cover the overall capital and control of
borrowing prudential indicators, but within this framework prudential
indicators are required to assess the affordability of the capital
investment plans. These provide an indication of the impact of the
capital investment plans on the Commissioner’s overall finances.

Financing costs to net revenue stream — This indicator identifies the
trend in the cost of capital (borrowing and other long-term obligation
costs, net of investment income) against the net revenue stream. The

indicator includes the cost of capital for PFI schemes.

2018/19 | 2019/20 | 2019/20 | 2020/21 | 2021/22 | 2022/23
Actual | Estimate | Revised | Estimate | Estimate | Estimate
£m £m £m £m £m £m
Cost of Capital (1) 2.430 2.159 2.063 2.597 3.764 4.274
Investment Income (2) (0.150) (0.160) (0.130) (0.110) (0.110) (0.110)
Financing Costs (1)-(2) 2.280 1.999 1.933 2.487 3.654 4.164
Net Revenue Stream
based on Council Tax 167.656 | 179.918 | 178.062 | 189.879 | 192.447 | 195.106
increase
Percentage 1.36% 1.11% 1.09% 1.65% 2.23% 2.46%
28. The estimates of financing costs include current commitments and any

29.

arising from the capital programme. Investment income has been
affected by the economic climate, the fall in interest rates and the
more cautious approach to the treasury strategy. The base rate
increased to 0.75% from August 2018 however the average amount
available for investment has decreased therefore investment income is
projected to decrease in 2019/20 and 2020/21. Base rate projections
by Link Asset Services suggest an increase of 0.25% from December
2020 with no further increases until March 2022. Also the amount we
have available to invest may increase if we replace under borrowing
from 2021/22.

Financing costs have reduced in 2019/20 due to the change in the
MRP policy and due to no new borrowing taking place in 2018/19. By
2020/21 the full effect of the borrowing in previous years increases the
financing costs, however, the costs continue to represent a relatively
small proportion of the Commissioner’s net revenue stream. The Cost
of Capital/Financing costs also includes the MRP from operating
leases, this is presentational and not an additional cost to the Force.
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Treasury Management Strategy 2020/21 — 2022/23

1. The treasury management service is an important part of the overall
financial management of the Commissioner’s affairs. The prudential
indicators in Appendix A consider the affordability and impact of capital
expenditure decisions, and set out the Commissioner’s overall capital
framework. The treasury service considers the effective funding of
these decisions. Together they form part of the process which ensures
that the balanced budget requirement under the Local Government
Finance Act 1992 is met. This broadly means ensuring that cash
expenditure during the year is covered by cash raised.

2. The Commissioner's treasury activities are strictly regulated by
statutory requirements and a professional code of practice (the CIPFA
Code of Practice on Treasury Management). This organisation adopts
the Code of Practice on Treasury Management.

3. CIPFA defines treasury management as:-

“The management of the PCC’s investments and cash flows, his
banking, money market and capital market transactions; the
effective control of the risks associated with those activities; and
the pursuit of optimum performance consistent with those risks.”

4. The Commissioner is required to receive and approve, as a minimum,
three main reports each year

e The annual Prudential and treasury indicators and treasury
strategy (this report) outlining:

o the capital plans, (including prudential indicators);

0 a minimum revenue provision (MRP) policy, (how residual
capital expenditure is charged to revenue over time);

o the treasury management strategy, (how the investments and
borrowings are to be organised), including treasury indicators;
and

o an investment strategy, (the parameters on how investments are
to be managed).

e A mid-year treasury management report. This provides an
update on progress against the indicators and on treasury
management performance. The mid-year report is usually taken to
the Strategic Priorities Assurance Board in November.

e An annual treasury management report. This provides details of
a selection of actual prudential and treasury indicators and Actual
treasury operations compared to estimates within the strategy. The
annual report is taken to the Strategic Priorities Assurance Board in
June/July.

5. This annual strategy covers:

e The Commissioner’s debt and investment projections;
e The estimates and limits on future debt levels (limits to
borrowing);



The expected movement in interest rates;
The Commissioner’s borrowing and investment strategies;
Treasury performance indicators;

Specific limits on treasury activities;

Debt and Investment Projections 2020/2 — 2022/23

6. The overall treasury management portfolio as at 31 March 2019 and for
the position as at 3 February 2020 are shown below for both borrowing
(excluding PFI and leases) and investments.
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Actual Actual Current Current
31/03/19 | 31/03/19 | 3/2/2020 3/2/2020
£m % £m %
Treasury Investments — Managed In house
Commissioner’s own banker 4.106 40.6 6.659 100.0
Building Societies - Rated 0 0 0 0
Local Authorities 6.000 59.4 0 0
Total Treasury Investments 10.106 100% 6.659 100%
Treasury External Borrowing
E%%?I Authorities — transferred 0.121 28 0.121 3.0
PWLB 4.254 97.2 3.889 97.0
Total External Borrowing 4.375 100% 4.010 100%
Net Tregsury Investments/ 5731 2 649
(borrowing)

7. The Commissioner’'s forward projections for borrowing to 31 March
2023 are summarised below. The table below shows the actual
external debt (the treasury management operations) against the
underlying capital borrowing need (the Capital Financing Requirement
— CFR), highlighting any over or under borrowing.

2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23
Actual Revised | Estimated | Estimated | Estimated
£m £m £m £m £m
External Debt
Debt at 1 April 4.920 4.375 10.355 24.408 28.553
Eg&e“ed change in (0.545) 5.980 14.053 4.145 (0.470)
Other Long Term
Liabltios JPE| 9.214 8.489 7.618 6.364 5.029
Operating Leases - - 12.473 11.826 11.186
Gross Debt at 31 13589 | 18.844 |  44.499 46.743 44.297
March
CFR 23529 | 29.190 55.479 58.201 55.882
Under/ (over) 9.940 | 10.346 10.980 11.458 11.585
borrowing
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8. Within the prudential indicators there are a number of key indicators to
ensure that the Commissioner operates within well-defined limits.

9. One of these is that the Commissioner needs to ensure that total gross
debt does not, except in the short term, exceed the total of the CFR in
the preceding year plus the estimates of any additional CFR for
2019/20 and the following two financial years. This allows some
flexibility for limited early borrowing for future years, but ensures that
borrowing is not undertaken for revenue purposes or speculative
purposes.

10.The Chief Finance Officer reports that the Commissioner complied with
this prudential indicator in the current year and does not envisage
difficulties for the future. This view takes into account current
commitments, existing plans, and the proposals in the capital
programme report.

Treasury Indicators - Limits to Borrowing Activity

11.The Operational Boundary. This is the limit beyond which external
debt is not normally expected to exceed during the course of the year.
It is not an actual limit and borrowing could vary around this boundary
for short times during the year. The limit is set using the start of year
external debt figures plus a contingency for the overdraft limit plus long
term liabilities (PFI).

Operational 2019/20 2020/21 2021/22 2022/23
Boundary Revised Estimate Estimate Estimate
Borrowing 11.3 25.4 29.5 29.1
Other long term

IFI’ellszI/I(glszrating 8.5 20.7 18.2 16.2
leases

Total 19.8 46.1 47.7 45.3

The Operational Boundary estimates are currently substantially below
the Capital Financing Requirement. This reflects the use of internal
borrowing to fund parts of the Capital Programme in previous years.
As and when external borrowing replaces the use of internal funds, the
Operational Boundary will move closer to the CFR.

12.The Authorised Limit for External Debt — A further key prudential
indicator represents a control on the overall maximum level of
borrowing. This represents a limit beyond which external debt is
prohibited, and this Ilimit needs to be set or revised by the
Commissioner. It reflects the level of external debt which, while not
desired, could be afforded in the short term but is not sustainable in the
longer term.
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13.The Authorised Limit is the statutory limit determined under section 3
(1) of the Local Government Act 2003. The Government retains an
option to control either the total of all Authorities’ plans, or those of a
specific Authority, although no control has yet been exercised.

14.The Commissioner is asked to approve the following Authorised Limit:

2019/20 2020/21 2021/22 2022/23

Authorised limit Revised Estimate Estimate Estimate
£m £m £m £m

Borrowing 18.9 32.9 37.0 36.6
Other long term
liabilities —
PFI/Operating 8.5 20.7 18.2 16.2
leases
Total 27.4 53.6 55.2 52.8

15.The figures for the proposed authorised limit for 2020/21 take into
account:

(a) The estimated amount of outstanding borrowing approvals on
capital expenditure at 31 March 2020 (£10.355m).
NB: The outstanding borrowing from Derbyshire County Council
and Derby City Council which arose upon reorganisation will be
repaid in full in 2019/20.

(b) Any new external borrowing for capital schemes during 2020/21
(external borrowing of £15.089m is planned in this year) less the
estimated amount for debt redemption within 2020/21 loan charges
(E1.036m).

(c) The amount of any short-term borrowing pending receipt of grant on
capital schemes. The estimated maximum figure for 2020/21 is
£0.5m.

(d) The amount of any short-term borrowing pending receipt of revenue
income. This should be minimal, but in order to cover any
unforeseen changes in cash flow patterns (for example the timing of
receipt of Government Grants in 2020/21), it is suggested a figure
of £8m be used.

(e) The figure for other long-term liabilities is an allowance for items
such as the capital value of qualifying property leases or finance
leases which may arise. The figure for 2020/21 includes £7.618m
for PFI Liabilities and £13.121m for operating leases.

16.Based on the above, it is proposed that the authorised limit for
outstanding debt should be set at £53.6m for 2020/21. Proposed limits
for future years have been calculated in a similar manner taking into
account the anticipated future borrowing requirements.
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Expected Movement in Interest Rates

17. The Commissioner has appointed Link Asset Services as his treasury
advisor and part of their service is to assist him to formulate a view on
interest rates. The following table gives the Sector central view.

Link Asset Services Interest Rate View

Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21  Dec-21  Mar-22

Bank Rate View 0.75 0.75 0.75 0.75 1.00 1.00 1.00 1.00 1.00 125
3 Month LIBID 0.70 0.70 0.70 0.80 0.90 1.00 1.00 1.00 110 1.20
6 Month LIBID 0.80 0.80 0.80 0.90 1.00 110 1.10 1.20 1.30 1.40
12 Month LIBID 1.00 1.00 1.00 110 1.20 1.30 1.30 1.40 1.50 1.60
5yr PWLB Rate 2.30 2.50 2.60 2.70 2.70 2.80 2.90 3.00 3.00 3.10
10yr PWLB Rate 2.60 2.80 2.90 3.00 3.00 3.10 3.20 3.30 3.30 3.40
25yr PWLB Rate 3.30 3.40 3.50 3.60 3.70 3.70 3.80 3.90 4.00 4.00
50yr PWLB Rate 3.20 3.30 3.40 3.50 3.60 3.60 3.70 3.80 3.90 3.90

The above forecasts have been based on an assumption that there is
some sort of muddle through to an agreed trade deal on Brexit at some
point in time. Given the current level of uncertainties, this is a major
assumption and so forecasts may need to be materially reassessed in
the light of events over the coming weeks or months.

It has been little surprise that the Monetary Policy Committee (MPC)
has left Bank Rate unchanged at 0.75% so far in 2019/20 due to the
ongoing uncertainty over Brexit. In its meeting on 1 August, the MPC
became more dovish as it was more concerned about the outlook for
both the global and domestic economies. That's shown in the policy
statement, based on an assumption that there is an agreed deal on
Brexit, where the suggestion that rates would need to rise at a “gradual
pace and to a limited extent” is now also conditional on “some recovery
in global growth”. Brexit uncertainty has had a dampening effect on UK
GDP growth in 2019, especially around mid-year. If there were a no
deal Brexit, then it is likely that there will be a cut or cuts in Bank Rate
to help support economic growth. The September MPC meeting
sounded even more concern about world growth and the effect that
prolonged Brexit uncertainty is likely to have on growth.

Bond yields / PWLB rates. There has been much speculation
recently that we are currently in a bond market bubble. However, given
the context that there are heightened expectations that the US could be
heading for a recession, and a general background of a downturn in
world economic growth, together with inflation generally at low levels in
most countries and expected to remain subdued, conditions are ripe for
low bond yields. While inflation targeting by the major central banks
has been successful over the last thirty years in lowering inflation
expectations, the real equilibrium rate for central rates has fallen
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considerably due to the high level of borrowing by consumers: this
means that central banks do not need to raise rates as much now to
have a major impact on consumer spending, inflation, etc. This has
pulled down the overall level of interest rates and bond yields in
financial markets over the last thirty years. We have therefore seen
over the last year, many bond yields up to ten years in the Eurozone
actually turn negative. In addition, there has, at times, been an
inversion of bond yields in the US whereby ten-year yields have fallen
below shorter-term yields. In the past, this has been a precursor of a
recession. The other side of this coin is that bond prices are elevated,
as investors would be expected to be moving out of riskier assets i.e.
shares, in anticipation of a downturn in corporate earnings and so
selling out of equities. However, stock markets are also currently at
high levels as some investors have focused on chasing returns in the
context of dismal ultra-low interest rates on cash deposits.

During the first half of 2019-20 to 30 September, gilt yields plunged and
caused a near halving of longer term PWLB rates to completely
unprecedented historic low levels (Although from October 2019, PWLB
rates were increased by 100 basis points (bps)). There is though, an
expectation that financial markets have gone too far in their fears about
the degree of the downturn in US and world growth. If, as expected,
the US only suffers a mild downturn in growth, bond markets in the US
are likely to sell off and that would be expected to put upward pressure
on bond yields, not only in the US, but also in the UK due to a
correlation between US treasuries and UK gilts; at various times this
correlation has been strong but at other times weak. However,
forecasting the timing of this and how strong the correlation is likely to
be is very difficult to forecast with any degree of confidence. Changes
in UK Bank Rate will also impact on gilt yields.

One potential danger that may be lurking in investor minds is that
Japan has become mired in a twenty-year bog of failing to get
economic growth and inflation up off the floor, despite a combination of
massive monetary and fiscal stimulus by both the central bank and
government. Investors could be fretting that this condition might
become contagious to other western economies.

Another danger is that unconventional monetary policy post 2008,
(ultra-low interest rates plus quantitative easing), may end up doing
more harm than good through prolonged use. Low interest rates have
encouraged a debt-fuelled boom that now makes it harder for central
banks to raise interest rates. Negative interest rates could damage the
profitability of commercial banks and so impair their ability to lend and /
or push them into riskier lending. Banks could also end up holding
large amounts of their government’s bonds and so create a potential
doom loop. (A doom loop would occur where the credit rating of the
debt of a nation was downgraded which would cause bond prices to
fall, causing losses on debt portfolios held by banks and insurers, so
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reducing their capital and forcing them to sell bonds — which, in turn,
would cause further falls in their prices etc.). In addition, the financial
viability of pension funds could be damaged by low yields on holdings
of bonds.

The overall longer run future trend is for gilt yields, and consequently
PWLB rates, to rise, albeit gently. From time to time, gilt yields, and
therefore PWLB rates, can be subject to exceptional levels of volatility
due to geo-political, sovereign debt crisis, emerging market
developments and sharp changes in investor sentiment. Such volatility
could occur at any time during the forecast period.

In addition, PWLB rates are subject to ad hoc decisions by H.M.
Treasury to change the margin over gilt yields charged in PWLB rates:
such changes could be up or down. It is not clear that if gilt yields were
to rise back up again by over 100bps within the next year or so,
whether H M Treasury would remove the extra 100 bps margin
implemented on 9 October 2019.

Economic and interest rate forecasting remains difficult with so many
influences weighing on UK gilt yields and PWLB rates. The above
forecasts, (and MPC decisions), will be liable to further amendment
depending on how economic data and developments in financial
markets transpire over the next year. Geopolitical developments,
especially in the EU, could also have a major impact. Forecasts for
average investment earnings beyond the three-year time horizon will
be heavily dependent on economic and political developments.

Investment and borrowing rates

Investment returns are likely to remain low during 2020/21 with little
increase in the following two years. However, if major progress was
made with an agreed Brexit, then there is upside potential for earnings.

Borrowing interest rates were on a major falling trend during the first
half of 2019-20 but then jumped up by 100 bps on 9 October 2019.
The policy of avoiding new borrowing by running down spare cash
balances has served local authorities well over the last few years.
However, the unexpected increase of 100 bps in PWLB rates requires
a major rethink of local authority treasury management strategy and
risk management.

While this authority will not be able to avoid borrowing to finance new
capital expenditure, to replace maturing debt and the rundown of
reserves, there will be a cost of carry, (the difference between higher
borrowing costs and lower investment returns), to any new short or
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medium-term borrowing that causes a temporary increase in cash
balances as this position will, most likely, incur a revenue cost.

Borrowing Strategy 2020/21 — 2022/23

19. The Commissioner is currently maintaining an under-borrowed
position. This means that the capital borrowing need (the Capital
Financing Requirement), has not been fully funded with loan debt as
the cash supporting reserves, balances and cash flow has been used
to pay for capital expenditure as a temporary measure. This strategy is
prudent as investment returns are low and counterparty risk is still an
issue that needs to be considered

20.This policy also relies on the availability of internal resources and this
will be kept under review as more work is done on identifying revenue
requirements, in particular to address the existing and emerging
policing risk gap as well as funding required for new capital projects.

21.Against this background and the risks within the economic forecast
caution will be adopted with the treasury management operations in
2020/21. As aresult the Commissioner will take a pragmatic approach
to its treasury strategy, enabling him to respond to either of 2
scenarios:

e |fitis assessed that there is a significant risk of a sharp fall in long
and short-term borrowing rates (eg. due to a marked increase of
risks around relapse into recession or of risks of deflation), then
further long-term borrowing could be postponed

e if it is assessed that there is a significant risk of a much sharper
rise in long and short-term rates than that currently forecast then
the borrowing position may be re-assessed with a view to taking
out new borrowing before the interest rates rises take effect. This
may occur in advance of need, in terms of relevant expenditure
within the Capital Programme. In such a case, a clear business
case would be presented to support this course of action.

22.1tis currently assumed that external borrowing will take place during
2019/20 to 2022/23.

23.The main source of new loans has previously been the Public Works
Loans Board (PWLB), however since they increased their rates by 100
basis points on 9 October 2019 this has now become a less attractive
borrowing option for the Commissioners requirements. The banking
sector and other Local Authorities may now be more competitive and
we are liaising Link Asset Services with regards to the best options
available to us.

24.In 2012/13 the Government introduced the ‘certainty rate’ discount on
PWLB loans which enables eligible local authorities to access cheaper
borrowing. This gives a 20 basis points discount on loans from the
PWLB. Borrowing would have to feature in the force’s long-term plans
in order for it to qualify for this discount.
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25. Policy on borrowing in advance of need. The Commissioner will
not borrow more than, or in advance of, its needs purely to benefit from
the investment of extra sums borrowed. As stated above, any decision
to borrow in advance will be within approved Capital Financing
Requirement estimates and will be considered carefully to ensure that
value for money can be demonstrated and security of such funds be
obtained.

26.Debt Rescheduling/Repayment — Consideration will be given to
rescheduling or repayment of debt prematurely. Any savings from
rescheduling/repayment of debt would have to be considered in the
light of the current treasury position and the size of the cost of debt
repayment (premiums incurred). No such rescheduling or early
repayment is currently planned during the period covered by this
report.

27.Prudential Indicator on Maturity structures of borrowing

The maturity profile is the rate at which long-term loans have to be
repaid to the PWLB (or other lenders). It would be imprudent to
have a large proportion of repayments in any one year, thus a spread
of redemption is desirable.

Currently most of the Commissioner’s loan debt is repayable over a
period of 25 years. One loan is repayable on maturity in 2025/26.

The maturity structure is a prudential indicator under the Code, with
lower and upper limits recommended as shown in the table below.

Maturity Structure of fixed interest rate borrowing

2020/21 2019/20
Under 12 months Lower-Upper 0%-10% 7.1%
12 months to 2 years Lower-Upper 0%-10% 6.8%
2 years to 5 years Lower-Upper 0%-30% 18.5%
5 years to 10 years Lower-Upper 0%-45% 28.2%
10 years and above  Lower-Upper 10%-90% 39.4%

The Commissioner has variable interest rate borrowing with regard to
transferred debt from Derbyshire County Council and Derby City
Council. The amount outstanding at 31 March 2020 will now be NIL as
all debt is to be repaid in full in 2019/20.

Investment Strategy 2020/21 — 2022/23

28.Investment Policy - The Commissioner’s investment policy has regard
to the MHCLG’s Guidance on Local Government Investments (“the
Guidance”), the CIPFA Treasury Management in Public Services Code
of Practice and Cross Sectoral Guidance Notes 2017 (“the Code”) and
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the CIPFA Treasury Management Guidance Notes 2018.
The Commissioner’s primary objectives are: first — security, meaning
safeguarding the repayment of the principal and interest of his
investments on time; and second - ensuring adequate liquidity. The
investment return obtainable is then a third objective.

29.In accordance with the above guidance from the MHCLG and CIPFA,
and in order to minimise the risk to investments, the Commissioner
applies minimum acceptable credit criteria to create a list of highly
creditworthy counterparties for inclusion on the lending list. This
enables diversification and thus avoidance of concentration risks

30.The Commissioner’s officers recognise that ratings should not be the
sole determinant of the quality of an institution and that it is important to
continually assess and monitor the financial sector on both a micro and
macro basis and in relation to the economic and political environments
in which institutions operate. The assessment will also take account of
information that reflects the opinion of the markets.

31.0ther information sources used will include the financial press, share
prices and other such information pertaining to the banking sector in
order to establish the most robust scrutiny process on the suitability of
potential investment counterparties.

32.The aim of the strategy is to generate a list of highly creditworthy
counterparties which will also enable diversification and thus the
avoidance of concentration risk. The intention of the strategy is to
provide security of investment and minimisation of risk.

33.Investment instruments identified for use in the financial year are listed
in Appendix C under the ‘Specified’ and ‘Non-Specified’ Investments
categories.

Creditworthiness policy

34.The primary principle governing the Commissioner’s investment criteria
is the security of its investments, although the yield or return on the
investment is also a key consideration. After this main principle the
Commissioner will ensure:

. He maintains a policy covering both the categories of investment
types he will invest in, criteria for choosing investment
counterparties with adequate security, and monitoring their
security.

o He has sufficient liquidity in his investments. For this purpose
he will set out procedures for determining the maximum periods
for which funds may prudently be committed. These procedures
also apply to the prudential indicators covering the maximum
principal sums invested.

35.The Chief Finance Officer will maintain a counterparty list in
compliance with the following criteria and will revise the criteria and
submit them to the Commissioner for approval as necessary. These
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criteria are separate to those which determine Specified and Non-
Specified investments (see Appendix C) as they provide an overall pool
of counterparties considered high quality that the PCC may use, rather
than defining what types of investment instruments are to be used.

36.Credit rating information is supplied by Link Asset Services, our
treasury advisors, on all active counterparties that comply with the
criteria below. Any counterparty failing to meet the criteria would be
omitted from the counterparty list. Any rating changes are provided to
officers almost immediately after they occur and this information is
considered before dealing.

37.The criteria for providing a pool of high quality investment
counterparties (both Specified and Non-specified investments) is:

. Banks/Building Societies 1 - Good Credit Quality — the
Commissioner will only use UK banks and Building Societies
which have, as a minimum, the following Fitch, Moody’s and
Standard and Poors credit ratings (where rated):

1. Short Term Rating- F1 (or equivalent) from Fitch, Moody’s
(P-1) or S&P’s (A-1)

2. Long Term Rating- A (single A category) or equivalent
from Fitch, Moody’s or S&P’s.

o Banks 2 — Part nationalised UK bank - Royal Bank of Scotland.
This bank can be included if it continues to be part nationalised
or it meets the ratings in Banks 1 above.

o Banks 3 - The Commissioner's own banker for transactional
purposes if the bank falls below the above criteria, although in
this case balances will be minimised in both monetary size and

time.

. UK Government (eg Debt Management Account Deposit
Facility (DMADF))

o Local Authorities

. Money Market Funds — “AAA” rated by Fitch, Moody’s and S&P

38.Country and sector considerations — the Commissioner will only
invest in UK banks and building societies with the above ratings.

39. Ethical Investing— the Commissioner is increasingly interested in this
topic and it is an area which we will continue to monitor. Current guidance,
both statutory and from CIPFA, makes clear that all investing must adopt
SLY principles — security, liquidity and vyield; ethical issues must play a
subordinate role to those priorities. Link Asset Services is looking at ways
in which it can incorporate these factors into their creditworthiness
assessments, but with a lack of consistency, as well as coverage, they
continue to review the options and will provide updates as progress is
made.
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40.Use of additional information other than credit ratings Additional
requirements under the Code require the Commissioner to supplement
credit rating information. Whilst the above criteria rely primarily on the
application of credit ratings to provide a pool of appropriate
counterparties for officers to use, additional operational market
information will be applied before making any specific investment
decision.  This additional market information (for example negative
rating watches/outlooks) will be applied to compare the relative security
of differing investment counterparties on the approved list.

41.Time and Monetary Limits applying to Investments — The time and
monetary limits for institutions on the Commissioner’s Counterparty List
are as follows (these will cover both Specified and Non-Specified

Investments):
Fitch Money Limit Time Limit
(or equivalent) (group)

£10m
Banks/Building Societies|  F1+ (S/T) _ ours
1 - Upper Limit AA- (L/T) (E3m if > 365 y

days)
Banks/Building Societies F1 (S/T)

i 2 £6m 1yr
1 — Middle Limit A- (LIT)
Banks 2 Part
nationalised banks N/A £10m Lyr
Banks 3 PCC'’s banker £10m lyr
Money Market Funds AAA £10m lyr
Debt Management
Account Deposit Facility £35m Lyr
" £30m (E6m per

Local Authorities authority) lyr

Note — In addition to the above on a temporary basis and subject to approval by the Chief
Finance Officer or the Director of Finance:

1) an additional £2m (increases amount to £12m) can be invested with Barclays Bank for a
maximum of 5 days

2) upon receipt of the Pension Top-Up Grant in July it may be necessary to invest up to
£40m with Local Authorities

42.The proposed criteria for Specified and Non-Specified investments are
shown in Appendix C for approval.

43.The use of longer term instruments (greater than one year from
inception to repayment) will fall in the Non-specified investment
category. These instruments will only be used where the
Commissioner’s liquidity requirements are safeguarded. This will also
be limited by the longer term investment limits.
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44.The list of counterparties (who currently meet these criteria) for
approval is attached at Appendix D along with their current ratings and
limits. Definitions of credit ratings are shown in Appendix E.

45.UK Banks (ring fencing) — The largest UK banks, (those with more
than £25bn of retail / Small and Medium-sized Enterprise (SME)
deposits), were required, by UK law, to separate core retail banking
services from their investment and international banking activities by
1st January 2019. This is known as “ring-fencing”. Whilst smaller banks
with less than £25bn in deposits are exempt, they can choose to opt
up. Several banks are very close to the threshold already and so may
come into scope in the future regardless.

46.Ring-fencing is a regulatory initiative created in response to the global
financial crisis. It mandates the separation of retail and SME deposits
from investment banking, in order to improve the resilience and
resolvability of banks by changing their structure. In general, simpler,
activities offered from within a ring-fenced bank, (RFB), will be focused
on lower risk, day-to-day core transactions, whilst more complex and
“riskier” activities are required to be housed in a separate entity, a non-
ring-fenced bank, (NRFB). This is intended to ensure that an entity’s
core activities are not adversely affected by the acts or omissions of
other members of its group.

47.While the structure of the banks included within this process may have
changed, the fundamentals of credit assessment have not. The
Commissioner will continue to assess the new-formed entities in the
same way that it does others and those with sufficiently high ratings,
(and any other metrics considered), will be considered for investment
purposes.

Investment Strategy

48.In house funds - Investments will be made with reference to the core
balance and cash flow requirements and the outlook for short-term
interest rates (i.e. rates for investments up to 12 months). While most
cash balances are required in order to manage the ups and downs of
cash flow, where cash sums can be identified that could be invested for
longer periods, the value to be obtained from longer term investments
will be carefully assessed.

e If it is thought that Bank Rate is likely to rise significantly within the
time horizon being considered, then consideration will be given to
keeping most investments as being short term or variable.

e Conversely, if it is thought that Bank Rate is likely to fall within that
time period, consideration will be given to locking in higher rates
currently obtainable, for longer periods.

49.Investment returns expectations.

Whilst the UK and EU agree the long-term conditions of the Brexit deal
after leaving the union on 31 January 2020, the Bank Rate is forecast



Appendix B

to increase only slowly over the next few years to reach 1.00% by
guarter 1 2023. Bank Rate forecasts for financial year ends (March)
are:

« Q12021 0.75%
« Q12022 1.00%
« Q12023 1.00%

The overall balance of risks to economic growth in the UK is probably to
the downside due to the weight of all the uncertainties over Brexit, as well
as a softening global economic picture.

The balance of risks to increases in Bank Rate and shorter term PWLB
rates are broadly similarly to the downside.

In the event that a Brexit deal is agreed with the EU and approved by
Parliament, the balance of risks to economic growth and to increases in
Bank Rate is likely to change to the upside.

Investment treasury indicator and limit
50.Total principal funds invested for over a year

These limits are set with regard to the Commissioner’'s liquidity
requirements and to reduce the need for early sale of an investment, and
are based on the availability of funds after each year end. A limit for
lending for more than one year is set out below:

Maximum principal sums invested over a year
£m 2019/20 | 2020/21 2021/22
Principal sums invested over a year £3m £3m £3m
Current investments at 3 February
2020 in excess of 1 year

End of year investment report

51.At the end of the financial year, the Commissioner will report on his
investment activity as part of his Annual Treasury Management report.
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Policy on the use of external service providers

52.The Commissioner uses Link Asset Services, Treasury Solutions as its
external Treasury management advisors. The company provides a
range of services which include:

e Technical support on treasury matters, capital finance issues and
the drafting of reports;

e Economic and interest rate analysis;
e Debt services which includes advice on the timing of borrowing;
e Debt rescheduling advice surrounding the existing portfolio;

e Generic investment advice on interest rates, timing and investment
instruments;

e Credit ratings/market information service comprising the three main
credit rating agencies;

53.Whilst the advisers provide support to the internal treasury function,
under current market rules and the CIPFA Code of Practice
responsibility for the final decision on treasury matters remains with the
organisation at all times.

54.The terms under which Link Asset Services are employed and the
services provided are properly agreed and documented, and are
subject to regular review.
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Treasury Management Practice (TMP) 1 — Credit and Counterparty Risk
Management

The MHCLG issued Investment Guidance in 2018, and this forms the
structure of the Commissioner’s policy below. These guidelines do not apply
to either trust funds or pension funds which are under a different regulatory
regime.

The key intention of the Guidance is to maintain the current requirement for
organisations to invest prudently, and that priority is given to security and
liquidity before yield. In order to facilitate this objective the guidance requires
that the Commissioner have regard to the CIPFA publication Treasury
Management in the Public Services: Code of Practice and Cross-Sectoral
Guidance Notes. The Commissioner will apply its principles to all investment
activity. In accordance with the Code, the Treasury has produced its treasury
management practices (TMPs). This part, TMP 1(5), covering investment
counterparty policy requires approval each year.

Annual Investment Strategy - The key requirements of both the Code and
the investment guidance are to set an annual investment strategy, as part of
its annual treasury strategy for the following year, covering the identification
and approval of following:

. The strategy guidelines for choosing and placing investments,
particularly non-specified investments.

o The principles to be used to determine the maximum periods for
which funds can be committed.

. The Specified investments the Commissioner will use, as defined
below.

o Non-specified investments, clarifying the greater risk implications,

identifying the general types of investment that may be used and a
limit to the overall amount of various categories that can be held at
any time.

The investment policy proposed for the Commissioner is:

Strategy Guidelines — The main strategy guidelines are contained in the
body of the treasury strategy statement.

Specified Investments — These investments are sterling investments of not
more than one-year maturity. These are considered low risk assets where the
possibility of loss of principal or investment income is small. These would
include sterling investments which would not be defined as capital
expenditure with:

1. The UK Government (such as the Debt Management Account deposit
facility, UK Treasury Bills or a Gilt with less than one year to maturity).
2. Alocal authority.
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3. A body that is considered of a high credit quality (such as a bank or
building society). For category 3 this covers bodies with a minimum short
term rating of F1 (or the equivalent) as rated by Fitch, Moody’s (P-1) or
Standard and Poor’s (A-1) rating agencies.

4. Part nationalised UK banks, if they continue to be part nationalised or they
meet the criteria in (3) above.

5. Money Market Funds that have been awarded a high credit rating (AAA)
by Fitch, Moody’s or Standard and Poor’s rating agencies.

Within these bodies, and in accordance with the Code, the Commissioner has
set additional criteria to set the time and amount of monies which will be
invested in these bodies. These criteria are shown in paragraph 40 of
Appendix C.

Non-Specified Investments — Non-specified investments are any other type
of investment (i.e. not defined as Specified above). The Commissioner is
required to look at non-specified investments in more detail. He must set out:

- procedures for determining which categories of non-specified
investments should be used

- the categories deemed to be prudent

- the maximum amount to be held in each category

The Strategy must also set out procedures for determining the maximum
period for committing funds.

It is recommended that the following procedure be adopted for determining
which categories of non-specified investments should be used:

- the Commissioner should approve categories on an annual basis

- advice should be provided by the Chief Finance Officer to the
Commissioner

- priority should be given to security and liquidity ahead of yield

On this basis the following categories of non-specified investments are
currently considered as prudent and are recommended for use:

(@) investments in excess of a year but for not more than 2 years
duration with counter-parties on the Commissioner’s list
provided that they have

Short Term - F1+ (or equivalent from Moody’s and Standard &
Poors)

Long Term — AA- or better (or equivalent from Moody’s and
Standard & Poors)

(b) the Commissioner’s own banker if it fails to meet the basic credit
criteria. In this instance balances will be minimised as far as is
possible.
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It is recommended that the limit for category (a) should be set at £1m per
counterparty subject to an overall limit of £3m. Whilst most of the
Commissioner’s surpluses are of a temporary nature, others such as the
insurance provision and PFI reserves could reasonably be invested for
periods in excess of one year. These instruments will only be used where the
Authority’s liquidity requirements are safeguarded. For category (b) balances
will be minimized as far as is possible in the event of the bank falling below
the basic criteria.

The Monitoring of Investment Counterparties - The credit rating of
counterparties will be monitored regularly. The Commissioner receives credit
rating information from Link Asset Services as and when ratings change, and
counterparties are checked promptly. On occasion ratings may be
downgraded when an investment has already been made. The criteria used
are such that a minor downgrading should not affect the full receipt of the
principal and interest. No further investment will be made with any
counterparty failing to meet the criteria. If required, new counterparties which
do meet the criteria will be added to the list under the delegated authority of
the Chief Finance Officer and any changes will be reported to a later Strategic
Priorities Assurance Board.



List of Suggested Counterparties for Lending for Police & Crime Commissioner for Derbyshire.

Any values highlighted in yellow have undergone a change in the past 14 days.

Counterparty

United Kingdom

AAA rated and

Government Debt Management Office

backed securities

Banks Bank of Scotland PLC (RFB)
Barclays Bank PLC (NRFB)

Barclays Bank UK PLC (RFB)
Close Brothers Ltd

Goldman Sachs International Bank
Handelsbanken Plc

HSBC Bank PLC (NRFB)
HSBC UK Bank Pic (RFB)
Lloyds Bank Corporate Markets Plc (NRFB)

Lloyds Bank Plc (RFB)

Santander UK PLC
Standard Chartered Bank

Sumitomo Mitsui Banking Corporation
Europe Ltd

Building Society ' Coventry Building Society
Nationwide Building Society

Nationalised and
Part Nationalised ' National Westminster Bank PLC (RFB)
Banks

The Royal Bank of Scotland Plc (RFB)

Fitch Ratings
Long Short
Term Term

NO , AA

SB ' A+ F1
SB A+ F1
SB' A+ F1
SB F1
SB A F1
SB AA F1+
SB ' A+ F1+
SB' A+ F1+
SB' A F1
SB . A+ F1
SB ' A+ F1
SB' A+ F1
SB A F1
SB' A- F1
SB F1
SB A+ F1
SB A+ F1

Moodys Ratings
Long Short
Term Term
NO = Aa2
NO ' Aa3 P-1
SB A1 P-1
NO ' A1 P-1
NO ' Aa3 P-1
SB A1 P-1
NO ' Aa3 P-1
SB' A1 P-1
NO « Aa3 P-1
NO ' Aa3 P-1
SB A1 P-1
SB A1 P-1
NO ' A2 P-1
NO ' Aa3 P-1
A1 P-1
A1 P-1

S&P Ratings
Long Short
Term Term

SB . AA
SB' A+ A-1
SB A A-1
SB' A A-1
SB' A+ A-1
SB '+ AA- A1+
NO ' AA- A-1+
NO ' AA- A-1+
SB A A-1
SB A+ A-1
SB A-1
SB A-1
A A-1
A A-1
SB A A-1
SB A A-1

Band Name

Debt
Management
Office

Uk Banks Low

Barclays -
Council's Bank

Uk Banks Low
Uk Banks Low
Uk Banks Low
UK Banks
High
Uk Banks Low
Uk Banks Low
Uk Banks Low

Manual
Inclusions
(PIN)

Uk Banks Low
Uk Banks Low

Uk Banks Low

Uk Banks Low
Uk Banks Low

Manual
Inclusions
(PIN)

Manual
Inclusions
(PIN)

CDS
Price

15.35

35.90

44.30

49.74

32.09

34.55

30.42

35.24

CDS Monetary Limit

Status

35 Million

° 6 Million
Y 10 Million

6 Million
6 Million
° 6 Million

10 Million

PY 6 Millon
6 Millon
6 Millon

) 10 Million

6 Million
° 6 Million
Y 6 Million
6 Million
6 Million

10 Million

10 Million

Duration

6 Months

1 Years

1 Years

1 Years
1 Years

1 Years

1 Years

1 Years
1 Years

1 Years

1 Years

1 Years
1 Years
1 Years
1 Years

1 Years

1 Years

1 Years

Notes

(M) Council's Bank

£3 MIn/2 Yrs



Advisory notes:

Local Authorities - 1 Year - £30 Million / £6 Million per LA
Money Market Funds - Unlimited - £10 Million

1Year / £10M - 2 Years/ £3M

In addition to the limits set out - on a temporary basis and subject to approval by the Treasurer or Director of Finance, an additional £2m can be invested with
Barclays Bank for a maximum of 5 days.

(M) = Manually added counterparty. If a rating changes for this institution it will not alter its status on the counterparty list, or limits assigned to it.



Key

Watches and Outlooks CDS Duration  Colour  Name
SB Stable Outlook Indicator Status 1 Years Barclays - Council's Bank
NO Negative Outlook Y In Range 1Years Manual Inclusions (P/N)
NwW Negative Watch 1 Years UK Banks High

Monitoring

PO Positive Outlook 1 Years Uk Banks Low
PW Positive Watch [ Out of Range 6 Months Debt Management Office
EO Evolving Outlook
EW Evolving Watch
WD Rating Withdrawn

Please note that the Link Asset Services Limited suggested methodology applies a minimum non-UK sovereign criteria of “AA-". In instances where individual client criteria allows for the potential use of entities from
lower rated sovereigns, suggested duration columns in these lists may show a “colour”, but this will purely be based on the ratings / CDS of the individual entity. It will not take account of the sovereign rating, which alone
may provide a reason for it not being included within the Link Treasury Services Limited suggested list of counterparties. Please also note that CDS values are as at the close of business from the previous day.



DISCLAIMER: Link Asset Services would like to inform clients that we supply the credit ratings of financial institutions from the rating agencies. We do not advise on the groupings of such financial institutions as we
believe that knowledge can only be obtained from credit rating agencies. This document is intended for the use and assistance of customers of Link Asset Services. It should not be regarded as a substitute for the
exercise by the recipient of its own judgement. Link Asset Services exists to provide its clients with advice primarily on borrowing and investment. Whilst Link Asset Services makes every effort to ensure that all
information provided by it is accurate and complete, it does not guarantee the correctness or the due receipt of such information and will not be held responsible for any errors therein or omissions arising there from.
Furthermore, Link Asset Services shall not be held liable in contract, tort or otherwise for any loss or damage (whether direct, or indirect or consequential) resulting from negligence, delay or failure on the part of Link
Asset Services or its officers, employees or agents in procuring, presenting, communicating or otherwise providing information or advice whether sustained by Link Asset Services’ customer or any third party directly or
indirectly making use of such information or advice, including but not limited to any loss or damage resulting as a consequence of inaccuracy or errors in such information or advice. All information supplied by Link Asset
Services should only be used as a factor to assist in the making of a business decision and should not be used as a sole basis for any decision. This document has been produced solely for the use of clients of Link
Asset Services. The documentation itself, or any of the information contained therein, should not be disclosed to any third party without the prior written approval of Link Asset Services. Strictly private and confidential.

Link Asset Services is a trading name of Link Treasury Services Limited (registered in England and Wales No. 2652033). Link Treasury Services Limited is authorised and regulated by the Financial Conduct Authority
only for conducting advisory and arranging activities in the UK as part of its Treasury Management Service, FCA register number 150403. Registered office: 6th Floor, 65 Gresham Street, London, EC2V 7NQ. For
further information, visit www.linkassetservices.com/legal-regulatory-status. Link Asset Services is a division of the Link Group. All of the companies in Link Asset Services are wholly owned subsidiaries of Link
Administration Holdings Limited, a company incorporated in Australia and listed on the Australian Securities Exchange, which is the ultimate parent company of the Link Group. For more information on the Link Group,
please visit www.linkgroup.com.

Y

© 2016, Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “Moody’s”). All rights reserved. Moody’s ratings and other information (“Moody’s
Information”) are proprietary to Moody's and/or its licensors and are protected by copyright and other intellectual property laws. Moody’s Information is licensed to Client by Moody’s. MOODY'S INFORMATION MAY
NOT BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

Copyright © 2016, Standard & Poor’s Financial Services LLC (“S&P”). Reproduction of RatingsXpress -Credit Ratings in any form is prohibited except with the prior written permission of S&P. S&P does not guarantee
the accuracy, completeness, timeliness or availability of any information, including ratings, and is not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained
from the use of ratings. S&P GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR U SE. S&P SHALL NOT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTIAL, EXEMPLARY, COMPENSATORY, PUNITIVE, SPECIAL OR CONSEQUENTIAL DAMAGES, COSTS, EXPENSES, LEGAL
FEES, or LOSSES (INCLUDING LOST INCOME OR PROFITS AND OPPORTUNITY COSTS) IN CONNECTION WITH ANY USE OF RATINGS. S&P’s ratings are statements of opinions and are not statements of fact
or recommendations to purchase, hold or sell securities. They do not address the market value of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

Report generated: Feb 03, 2020, 09:34:02 AM
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Credit Ratings

Definition - Short-Term Bank Deposit Ratings (Fitch)

F1 - Highest credit quality.
Indicates the strongest capacity for timely payment of financial commitments; may have
an added ‘+’ to denote any exceptionally strong credit feature.

F2 - Good credit quality.
A satisfactory capacity for timely payment of financial commitments, but the margin of
safety is not as great as in the case of the higher ratings.

F3 - Fair credit quality.
The capacity for timely payment of financial commitments is adequate; however, near
term adverse changes could result in a reduction to non-investment grade.

B - Speculative.
Minimal capacity for timely payment of financial commitments, plus vulnerability to near
term adverse changes in financial and economic conditions.

C - High default risk.
Default is a real possibility. Capacity for meeting financial commitments is solely reliant
upon a sustained, favourable business and economic environment.

D - Default.
Indicates an entity or sovereign that has defaulted on all of its financial obligations.

Definition - Long-Term Bank Deposit Ratings (Fitch)

AAA — Highest credit quality.

‘AAA’ ratings denote the lowest expectation of credit risk. They are assigned only in case
of exceptionally strong capacity for payment of financial commitments. This capacity is
highly unlikely to be adversely affected by foreseeable events.

AA — Very high credit quality.

‘AA’ ratings denote expectations of very low credit risk. They indicate very strong capacity
for payment of financial commitments . This capacity is not significantly vulnerable to
foreseeable events.

A — High credit quality.

‘A’ ratings denote expectations of low credit risk. The capacity for payment of financial
commitments is considered strong. This capacity may, nevertheless, be more vulnerable
to changes in circumstances and economic conditions than is the case for higher ratings.
Susceptibility to long term risks appears somewhat greater.

BBB - Good credit quality.

'BBB' ratings indicate that there are currently expectations of low credit risk. The capacity
for payment of financial commitments is considered adequate but adverse changes in
circumstances and economic conditions are more likely to impair this capacity. This is the
lowest investment grade category.
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REPORT

TITLE FINANCIAL BRIEFING — END OF DECEMBER 2019

REPORT BY | CHIEF CONSTABLE AND CHIEF FINANCE OFFICER

DATE 7 February 2020

PURPOSE OF THE REPORT

To provide an overview of the financial position for the Force as a whole for the period 9
— end of December 20109.

ATTACHMENTS
Appendix A: Finance Briefing 2019/20 (Period 9)

RECOMMENDATIONS
That the Commissioner notes the current financial position of Derbyshire Police as set

out in the Finance Briefing Document, in particular, a projected overspend of £0.192m

to the end of the year (an overspend of £1.860m against the original approved budget);

CONTACT FOR ENQUIRIES

Name: Andrew Dale

Tel: 0300 122 6000

Email pccoffice@derbyshire.pnn.police.uk
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1.2

1.3

1.4

1.5

1.6

2.1

OVERVIEW

The approved budget for 2019/20 is £179,918m and was approved by the
Strategic Governance Board (SGB) on 21 January 2019. This monitoring
includes all budget pressures up to the end of December 2019.

Revenue Budget position

The anticipated year end position is an overspend of £0.192m against the
revised budget (0.1% of the original budget). However, based on the forecast at
the end of December, the total contribution from reserves would increase from
£1.098m, as anticipated at the beginning of the financial year, to £2.217m to
address the overspend. This will require careful monitoring and the Force has
established a ‘Finance Futures’ Board with an associated savings programme
which will be key in identifying savings to support address the overspend and
ensure the force can sustain the current level of investment.

The main reason for the projected overspend at the end of December 2019 is
due to Police Officer numbers being over establishment and associated overtime
costs. There are, however, continuing IS and maintenance cost pressures on the
estate which have also been highlighted as part of the 2020/21 budget process.

Treasury Management

Investment returns continue to be modest, although they continue to exceed the
base rate. This is partly due to the long term nature of some of our investments.
Overall the average rate remains at just under 6% for the year so far.

Capital programme

Derbyshire Police again has a large capital programme this year. 53% of this
programme has been spent so far with some key projects being delivered, in
particular, Ashbourne Co-location and the SARC Project. Work has started on
site at Ascot Drive and the North East Hub proposal is still in development.

Coupled with this it is also projected that reserves will reduce to £13.132m by the
year end with the majority earmarked for operational, property and ICT projects.
The Forces Reserves are now just below average compared to other Police
Forces but are also reducing quicker than other forces. Reserves do not provide
a sustainable source of funding and savings plans will be essential in supporting
continued investment alongside prudent borrowing.

SUMMARY

Performance against the revenue budget continues to be closely managed, in
particular, the forces establishment position given the current projected
overspend and funding uncertainties.



2.2  Treasury management returns and investment decisions are being monitored
with the need to maintain a balance between making funds available and
securing a reasonable return.

2.3 Progress on the capital programme is being reviewed to prioritise projects and
reallocate funds to new priorities where necessary.

BACKGROUND PAPERS

None
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| Overall Financial Performance

As at the end of December 2019 (period 9), the forecast year end position is an overspend of £0.192m
against the revised budget, an overall overspend of £1.860m against the original approved budget.

Variances shown in the below table have been compared against the Revised Revenue Budget
approved at the Strategic Priorities Assurance (SPA) Board on 25 November 2019.

Revenue Budget Expected Year-
Overall Financial Performance & Precept Report |Revised Budget| end Projection | Variance
i £000 i £000 i £000 " £000
Office of the PCC 1,220 1,220 1,250 30
Grants & Commissioning (incl MOJ) 1,562 1,562 1,562 -
Income & Accounting 1,950 -1,784 -1,818 (35)
Derbyshire Constabulary 175,186 178,919 179,116 197
Position Against Approved Budget 179,918 179,918 180,110 192

Overall the forecast is on line with the revised budget but there are significant variances within the
different budget headings, the largest variances are as follows:

Police Officer (see below) £0.502m

Police Staff (£0.449m)
Premises £0.423m
Transport (£0.216m)
Supplies & Services £0.626m
Income (£0.606m)

Police Officer Salaries £0.215m
This overspend is due to the additional Police Officer intakes planned for the end of this financial year
and will be offset by the government grant that will be received for the uplift of Police Officer numbers.

Police Officer Overtime £0.287m
Major Crime £0.160m, Crime Support £0.076m and North Division £0.053m are the formations that are
forecasting the highest overspends.

Police Staff

South Division are forecasting the largest underspend of (£0.227m) due to the high turnover of PCSO
posts. The impact of the new intakes expected to start in the next two months has been offset by a high
number of leavers during this month.

Premises
The most significant area of spend is Repairs and Maintenance costs of £0.214m, the forecast is based
on an uplift of the costs incurred to date.

Supplies & Services

IT costs are currently forecasting an overspend of £0.249m on software rental, hardware purchase and
hardware maintenance. Professional fees are also expected to overspend by £0.191m this is largely
related to expenditure within the Assets department.

Income
The most significant increases in the forecast are listed below;

PERIOD 9 — December 2019
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Government Grants

Local Authority Contributions

Proceeds of Crime Income

Appendix A to Report 5E

(£0.404m) — the amount awarded for the Police Officer

Uplift grant offsets the overspend on Police Officer salaries

(£0.098m) — income has been received from partners

towards the Appropriate Adult scheme for previous years

(£0.050m) — this quarterly income is highly variable, the
income we've received to date is higher than expected

The projected impact on usable reserves following the revised budget and the forecast overspend

is as follows:-

Projected

Projected Proposed S Estimated
Usable Reserves Bgll‘jlg;/iz at Movements Allocation of Cotr:)trcl:t;u;[tlzlns Balances at
2019/20 Underspends 2019720 31/03/20
£000 £000 £000 £000 £000
Outturn Report 18/19
General Reserve 5,500 - 5,500
Earmarked Reserve
- Usable 8,071 (2,174) 5,897
-Non-usable 3,915 (1399) 3,516
TOTAL RESERVES 17,486 (2,573) - 14,913
Period 9 - December 2019
General Reserve 5,500 - 5,500
Earmarked Reserve
- Usable 8,071 (3,962) 4,109
-Non-usable 3,915 (392) 3,523
TOTAL RESERVES 17,486 (4,354) - 13,132

A more detailed analysis of the key variances worthy of note, which make up a significant proportion of
the overall underspend are detailed in the following tables:-

PERIOD 9 — December 2019
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| Key Variances

Anticipated Savings I 000 Additional Spending [ £000
Police Officer Salaries 215
Police Officer Overtime 287
Police Pensions (57)
Other Employee Expenses (17)
Police Staff Pay
South Division (227)| cCcMC 110
Finance & Business Support (88)
Corporate Senvices (109)
Various (135)
Premises Costs
Repairs & Maintenance 214
Rents 34
Rates -
PFI - Lifecycle & Unitary Costs 84
Cleaning Cons/Specialist Cleaning 51
Various 40
Transport Costs
Travel (88)
Comm / De Comm of vehicles (115)
Various (13)
Supplies & Services and Agency Costs
Interpreters ( 60)] Equipment 64
Various ( 6)|] Professional Fees 191
IT Costs 249
Pathologists Senices 62
Furniture 62
Uniforms 85
Agency - Borrowed Officers 62
Regional & National Operations
Regional Collaboration (2
Self Funded Operations (14)
Gov Grant - Grant for additional officers (405)
General Income OPCC 30
Local Authority Contributions (98)
Drugs Profit Income (45)
Proceeds of Crime Income (50)
Sales - Vehicles (33
Various (30)
Debt Charges - Interest & Profit Share (34)
Grants & Partnerships
Partnerships - Force (22)
TOTAL (1,648)|TOTAL 1,840

PERIOD 9 — December 2019
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| Collaboration

Collaboration Original | Revised | Projected|Variance
Budget Budget | Out-turn
" £000 [ £000 £000 £000
Cash Contributions 7,597 7,742 7,718 -24
Officers in Kind Contributions 1,788 1,472 1,514 42
Non-shared Contributions - E M Major Crime Unit 1,911 1,820 1,800 -20
Non-shared Contributions - Contrib to Software Maint 14 14 14 0
TOTAL 11,310 11,048 11,046 (2)
\ Treasury Management
Previous | Original Revised |This Month|Last Month
Year Budget Budget
£m £m £m £m £m
PWLB & Transferred Debt 4.375 13.910 10.355 4.040 4.098
PFI Liabilities 9.214 8.489 8.489 8.670 8.731
Total Borrowing 13.589 22.399 18.844 12.710 12.829
Total Average Investments 21.356 21.500 15.660 16.557 17.380
Total Investment Income (0.160) (0.160) (0.130) (0.121) (0.116)
Average Interest Earned 0.571% 0.600% 0.613% 0.619% 0.614%
Awerage LIBID Rate 0.508% - - 0.568% 0.567%
Average Base Rate 0.663% 0.750% 0.750% 0.750% 0.750%

PWLB & Transferred Debt

This Revised Budget includes new borrowing of £6.7m to fund the capital programme. As yet this
new borrowing hasn’t been taken out, it is likely to be taken out in February.

Average Investments (money markets only) and Investment Income

The amount the Force has to invest is lower compared to 2018/19, at the end of December last year we
had invested an average of £24m, the equivalent at the end of December this year was £16.6m. The
amount earned to the end of December last year was £0.147m compared to £0.121m this year. The

budget for investment income has been revised to £130k.

PERIOD 9 — December 2019
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| Capital
Equipment Regional
Buildings & IT EMCTIU lead Total
vehicles force
£m £m £m £m £m £m

Actual to 3rd January 2020 2,875 991 | 1,379 179 0 5,424
Commitments & Contracts to be

paid 887 596 | 1,143 60 36 2,722
Total to 3rd January 2020 3,762 1,587 | 2,522 239 36 8,146
Revised Capital Programme 9,090 1,938 | 3,862 373 0 15,263
Budget remaining 5,328 351 | 1,340 134 (36) 7,117

Revised Capital Programme

The Revised Capital Programme was approved at SPA Board on the 7"" October 2019.

Building Schemes

Co-locations with Fire — Bakewell Co-Location works have been completed and Shirebrook is due to
complete in January. The tender report has been received for Long Eaton.

Refurbishment of Kitchens and Bathrooms — work is now underway for Wyatts Way and the north of

the County.

Sexual Referral Centre — The scheme was completed and opened in August 2019.

Derby East LPU Accommodation and North East Division Accommodation - £4.5m is included in the
2019/20 Revised Capital Programme for these schemes. The land has been purchased for the Derby
East scheme and work started in February. The purchase of land for the North East scheme is likely to
be in 2020/21.

Tiered Car Park Rebuild — work commenced in August on the tiered car park rebuild.

Some schemes have been delayed until 2020/21.

Equipment and Vehicles

Vehicles — 98% of the vehicles have been ordered to date.

Equipment — The capital equipment budget £0.291m has been fully committed but the only spend so
far is on Drones and shotgun replacements.

Body Armour — This scheme has been delayed so the majority of the budget has been moved forward
into 2020/21.
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IS Schemes

IS replacement schemes are progressing including devices for Windows 10 and replacement ANPR.

Call Centre Telephone Replacement scheme — this was delayed from last year. Assurances have
been given by the supplier that this will be delivered by the end of the financial year.

Body Worn Video — The model for BWV has been changed so the budget is unlikely to be spent this
year apart from new recruits.

Digital Interview Recording Units — The order has been placed for this scheme.

PERIOD 9 — December 2019
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| Detailed Budget Analysis Annex A |
Revenue
Budget & Expected
Precept Revised Year-end
Derbyshire Police Report Budget Projection Variance
£000 [ £000 g0 [ £000
Crime & Territorial Policing 16,534 18,052 18,194 142 | O
Operational Support 16,725 17,704 17,849 145 @]
Business Futures / Corporate Services 16,274 18,036 17,978 ( 5@) @)
Finance & Business Services 7,307 7,295 7,659 364 @)
Force 107,037 106,785 106,389 (1396) @)
Contributions to Regional Units 11,310 11,048 11,047 (1) @)
Office of the PCC 1,220 1,220 1,250 30 @]
Grants & Commissioning (incl MOJ) 1,562 1,562 1,562 -1 ©
Income & Accounting 1,950 (1,784) (1,818) (35) @)
TOTAL 179,918 179,918 180,110 192 | ©
Precept Expected
Original Revised Year-end Variance
Subjective Analysis Budget Budget Projection
r r
£000 £000 £000 £000
Police Officers & Pensions 97,026 98,800 99,245 445 | O
Police Staff 42,980 43,677 43,228 (449) @)
Other Indirect Officer/Staff Costs 835 1,057 1,040 (17) @)
Premises 9,211 9,527 9,950 423 | @
Transport 3,760 3,657 3,441 (216) @)
Supplles & Services, Agency, Pay and Price 18,597 18,822 19,496 674| @
Contingency, Debt Charges
Regional Units 11,310 11,048 11,047 (1] O
Secondment 0 0 - -1 O
Contribution to National Policing 215 115 100 (19 O
BCU Funds 318 347 346 (1] ©
Partnerships & Other Grants 574 694 673 (21| O
Contribution to/(from) Reserves (1,684) (14,047) (14,047) -1 O
Office of the PCC 1,220 1,220 1,250 30| O
Grants & Commissioning (incl MOJ) 1,562 1,562 1,562 -1 O
Income (Including Interest Receipts) ( 6,006) (6,562) (7,222) ( 660) o
TOTAL 179,918 179,917 180,109 192| O
() Underspend
@] Low risk/ino action required
@) Medium risk/management review required
(] High risk/management attention required
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| Detailed Capital Analysis Annex B |
Actual,
Scheme Total Original Total Revised | Commitments Bud.gc_at S
Budget Budget & Contracts to Remaining
be paid
£000 £000 £000 £000 %
Expenditure
Co-locations with Fire 500 667 578 89 0%
Other Building Work/Land 8,738 8,423 3,184 5,239 38%
IS/Communications 3,464 3,862 2,522 1,340 65%
Vehicles 1,194 1,547 1,516 31 98%
Equipment 710 391 71 320 18%
EMCTIU 340 373 239 134 0%
TOTAL 14,946 15,263 8,110 7,153 53%
Regional Projects 0 0 36 -36
(to be recharged)
TOTAL 14,946 15,263 8,146 7,117
Reserves - Annex C
Balances at Projected Propqsed COI:lrt?ijsS:ieodns Estimated
cimazs | Mumnen® | preetonl | Mlocaal | Sy
2019/20
£000 £000 £000 £000 £000
GENERAL RESERVES 5,500 5,500
EARMARKED RESERVES
Useable:-
Operational Priorities - - 0
Operational Funding & Investment 4,276 ( 3,315;l 961
Contribution to Capital - - - 0
Carry-forw ards 1,648 (531) 1,117
PCC Grants & Commissioning Reserve 2,147 (116) 2,031
Pensions - - 0
8,071 (3,962) - - 4,109
Non-useable:-
PFI - llkeston 1,063 (64) 999
PFI - Derby 2,782 (1333) 2,449
Insurance 70 5 75
Carry-forw ards non Force - - 0
3,915 (392) 0 3,523
TOTAL EARMARKED RESERVES 11,986 (4,354) - - 7,632
TOTAL RESERVES 17,486 (4,354) - - 13,132
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A Asset Strategy 2020-2035
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Email pccoffice@derbyshire.pnn.police.uk
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Foreword

Developing a sustainable, modern and demand-led property estate is vital for the
delivery of high-quality policing services in Derbyshire. Our workspaces are not only
important for the wellbeing of officers and staff they also visually demonstrate our
values and principles and represent our commitment to public safety.

Derbyshire Police has faced unprecedented financial challenges during the last
decade. These difficulties are not over and it remains as critical as ever that we
support our hardworking officers and staff with modern working environments which
utilise public funds in the most innovative and economic way.

Much of Derbyshire Police’s estate is outdated, having been designed in a different
era of policing. It has suffered an acute lack of investment over the years and does
not stand up to current demand challenges or new operational approaches.

Amid the pressures of austerity, we have realised better ways of working and are
reaping the benefits of closer partnership working. This ambitious approach requires
buildings that are not only fit for purpose but which allow us to work directly
alongside our delivery partners. We also want to play our part in protecting the
environment and tackling climate change with environmentally responsible buildings
which support the further introduction of greener technologies, including vehicle
charging, to reduce our carbon footprint.

As ever, these desired changes require investment and must be balanced with our
available resources and operational needs. However, we have already made a
positive start. Derbyshire Police and Derbyshire Fire & Rescue Service (DFRS) are
now jointly-located in the new headquarters building at Ripley. This replaced
outdated and obsolete buildings and shared the construction costs across both
organisations. It also reduced the burden of on-going running costs through the
development of the Limited Liability Partnership (LLP).

We have also seen the relocation of the Fire service’s training facilities at Kingsway
Fire Station in Derby and from their legacy headquarters site at Littleover to a new
specialist joint training facility for Police and Fire at the Ripley site. As well as
reducing costs, it has increased opportunities for interoperability by providing an
environment for both organisations to train together.

Where it makes operational sense we should share buildings with Derbyshire Fire
and Rescue Services. Both organisations hold a portfolio of assets across
Derbyshire and are committed to making them as efficient and effective as possible.
This Asset Management Plan provides a mechanism for future co-location and joint
development either through the partnership or through more traditional landlord and
tenant arrangements.

It also includes plans for three new policing hubs at Ascot Drive in Derby, the North
East (around junction 29 of the M1) and one in the North West (in the vicinity of
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Chapel), while retaining local stations in communities to support our commitment to
neighbourhood policing.

Above all, this new Strategy gives us the opportunity to provide something truly
unique and innovative for our communities, while reducing our expenditure and
working more effectively through collaboration.

g

Hardyal Dhindsa

Police & Crime Commissioner for Derbyshire



Police and Crime Plan:

Under the Police Reform and Social Responsibility Act 2011 the Derbyshire Police
and Crime Commissioner (DPCC) must produce a Police and Crime Plan which sets
out the Commissioner's strategic police and crime objectives for Derbyshire.

The Police and Crime Plan for Derbyshire can be found at www.derbyshire-
pcc.gov.uk/Document-Library/Your-PCC/Police-Crime-Plan/Derbyshire-Police-and-
Crime-Plan.pdf

Medium Term Financial Strategy:

The purpose of the Medium Term Financial Strategy (MTFS) is to provide
information to the DPCC, Members, officers, the public and other stakeholders on
the DPCC'’s planned revenue and capital expenditure and it’s financing over the next
four years. It supports affordable, sustainable service delivery through the planned
use of revenue budgets, capital budgets, reserves and balances.

Asset Management Strategy:
Vision:

‘...To provide a modern, flexible, sustainable and resilient workplace in which
our partners can co-locate and work together to enhance the quality of service
delivery to our communities through collaboration and effective working’.

The Asset Management Strategy is the planning process for the DPCC to enable the
systematic preparation and assimilation of information in order to optimise the
deployment and utilisation of land, buildings and other assets. Much of the day-to-
day information for the strategy will be contained in an asset management database.
The Asset Management Strategy is a living document and will develop on a 5 year
planning cycle over the next 15 years, reviewed and updated annually.

The Asset Management Strategy provides:-

e An overview of operational needs, aims and objectives
e An overview of property aims and objectives

e An environmental statement

e Statement of current portfolio

e Key areas for change

e Preferred options for key areas of change

e Investment governance and decisions

e Implementation programmes


http://www.derbyshire-pcc.gov.uk/Document-Library/Your-PCC/Police-Crime-Plan/Derbyshire-Police-and-Crime-Plan.pdf
http://www.derbyshire-pcc.gov.uk/Document-Library/Your-PCC/Police-Crime-Plan/Derbyshire-Police-and-Crime-Plan.pdf
http://www.derbyshire-pcc.gov.uk/Document-Library/Your-PCC/Police-Crime-Plan/Derbyshire-Police-and-Crime-Plan.pdf

The Planning Cycle:

The DPCC will undertake an annual review of the feasibility opportunities for wider
estates sharing between emergency services in Derbyshire. This may be directly
with partners of choice or through established programmes such as the ‘One Public
Estate Programme’ (OPE).

Where opportunities are identified, the DPCC will consider the range of appropriate
options that deliver both value for money and effective customer services for people
in Derbyshire.

Where opportunities are approved by the DPCC and delivered through an alternative
vehicle such as the OPE, they will be reported through both the governance
structure of the delivery vehicle and through the DPCC governance structure.

The five-year cycle is the principle on which work on the plan will be based. The
cycle has begun with a complete refresh of AutoCAD drawings of estate buildings
and assets, building condition surveys, building suitability and sufficiency
assessments and regulatory inspections and checks. The end of the 5 year cycle will
denote need to refresh this information to ensure that the decision making processes
are correctly informed.

The recent Asset Condition Surveys and supporting assessments have identified
that a backlog in investment has accrued requiring an overall investment of £17.8m
over the next five years.

The Asset Management Strategy will assist the DPCC in targeting and utilising
resources effectively and investing appropriately to ensure that the DPCC’s assets
contribute towards the continuous improvement of Service delivery for Derbyshire
Police, its partners and the Communities it serves.

For example, during 2019 adaptations have been made to an existing Operational
facility to provide a victim focussed facility for Sexual Assault Referrals (SARC) and
during Q1 2020, a surplus temporary building at Headquarters will be adapted and
refurbished to enable the delivery and roll out of a wider Taser programme to safely
equip Officers on duty.

The Asset Management Cycle:

This diagram explains how the Asset Management Strategy reacts to changes to
ensure that it delivers for the business needs of the DPCC and its partners. The
cycle is integrated into the DPCC governance arrangements to ensure that the
necessary due-diligence is observed when changes are implemented.
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Strategy:

The Asset Management Strategy is the process by which the DPCC will resource
Operational Service Delivery and Support assets and enable effective and efficient
service delivery to the communities of Derbyshire.

Future service delivery needs will be determined by the work currently being
undertaken in respect of demand management and the target operating model.

This may prompt land searches and acquisitions to enable future new buildings in
advance of programmes of funding where the opportunity will support future
Operational Service Delivery.



Programmes: Current Funded Programme and Departmental Projects to 2024:

Capital Planned Co-locations Departmental:
Replacement: Maintenance: (including
planned
schemes):
Ascot Drive Hub. | £3m Annual Ashbourne. Refresh of Stock
Revenue Budget — Condition
North East Hub. funding is Bakewell. Surveys.
targeted to meet
North West Hub. demand within Shirebrook. Refresh of
the current AutoCAD
HQ Master identified Clay Cross. drawings.
Planning priorities Consultants
(feasibility) Heanor. Framework.
Long Eaton. Contractors
Framework.
Matlock.
Departmental
Buxton (*). Merger.
Glossop. Departmental
Restructure.
Staveley.
5 Year
Belper. Procurement
Plan.

Swadlincote.
Derby (Kingsway).
New Mills.
Bradwell.
Headquarters

(Stores and
Training).

(*) this will not be at Buxton Fire Station due to feasibility issues.




Currently the DPCC has an approved plan for the capitalised maintenance for
2019/2020 and approved plans to construct new Hub Police Stations at Ascot Drive
in Derby and at J29a of the M1 Motorway in the North East of Derbyshire. In
addition, approval has already been given to undertake a detailed feasibility study
and possible associated land acquisition to build a Hub Police Station in the central
High Peak in the vicinity of Chapel as part of a wider plan for that community that
also includes police stations in Buxton and Glossop and co-located stations with
DFRS in New Mills and the Hope Valley. And to undertake a feasibility study and
master planning exercise for its Headquarters site.

Delivery:

Projects will be delivered by the Assets Team in conjunction with their professional
advisors.

To ensure that projects deliver the Force priorities, individual business cases will be
developed in consultation with the Strategic Estates Board; approved by the Design
Board and monitored through the Operational Assets Programme Board.

Any reports by exception will be reviewed by the Design Board as appropriate.
Review:

The overarching programme will be reviewed annually and changes may be made to
reflect any changing needs and priorities of the DPCC. Under the direction of the
DPCC and Chief Constable, the Strategic Estates Board will provide an overview of
the direction and priorities, commissioning further work and feasibility reviews of
future developments.

Change:

This strategy will be reviewed annually to take account for political, economic, social
and technological changes or changes in demand that impact on operational
policing.

Asset Management Strategy:

Statement of Context:

This strategy has been developed to provide a focus on the future needs of the
DPCC and its partners including how the strategy can serve to deliver, where
appropriate to do so, the needs of the partners in the most economic, efficient and
prudent manner.



Asset Management Structure:

A flow chart showing the key processes of Asset Management is shown in
figure 1. In summary this includes:

e Review of the existing assets (Independent 5 Yearly Stock Condition
Survey) — to assess condition, suitability, sufficiency, regulatory needs -
timeliness(opportunity)

e Review of areas of duplication

¢ Review of the existing needs

¢ Review of future needs — demand management

e Development of financial models to meet the future needs

e Options appraisals

e Business case for preferred options and seek appropriate approval for
funding

e Implementation

Statement of Current Portfolio:

The portfolio condition surveys were updated during August — September 2019 and
are hosted on the Concerto — Asset Management Database.

The condition surveys identify the current backlog and have been used to support

the development of the capital strategy for maintenance and building replacement by
following the Asset Management Structure at Figure 1.
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Figure 1

ASSET MANAGEMENT STRUCTURE

Review of Existing Asset by;
Building Location, age, size, function,
occupancy rate, efficiency, service
costs including maintenance costs,
proportion of void space, condition,
future maintenance costs and open
market evaluation.

Review of Existing Service
Need Location (Current Demand);
size required, need for technology,
type of space required, and
functional synergies.

Review of Future Service

Need Location (Future Demand),
size required, need for technology,
impact of changing working
practices, partnership opportunities,
strategic policy, type of space
required, functional synergies.

GAP ANALYSIS

Functional fit

Y

\4

OPTION ANALYSIS

Evaluate Against Criteria

For example — functional needs,
location, ability to accommodate
technology and new working
practices, culture of Derbyshire
Police/ Partners, efficiency,
availability of funding,
Partner/PCC support.

Identify and Develop
Preferred Option

For example, develop an
affordable strategy for buildings
that Derbyshire Police/Partners
wish to keep; consider scope for
joint ventures with private
developers for some of the
buildings, identify other funding
sources e.g. Public Private
Partnerships, LABV and make the
economic case for it. Seek
appropriate approval for funding
(See Appendix 1)

IMPLEMENT

Commitment to Maintain:

Planning finances to future proof asset

stock and reduce the risk of legacy costs
associated with poor maintenance
through provision of sink fund and
planned and preventative maintenance
programmes.
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Management of Shared Assets:

The DPCC and DFRS manage the joint assets including the Joint Police and Fire
Headquarters (JPFH) and Joint Training Centre (JTC) through a partnership vehicle -
DPFP LLP. The DPCC and Chair of the Fire Authority chair the meetings of DPFP
LLP and have a management board that represents both organisations equally.

Corporate Management and the Role of the Corporate Property Officer:

The DPCC, DFRS and DPFP LLP will designate a Corporate Property Officer
(CPO). The CPO will report to the DPCC, Fire Authority and DPFP LLP
Operational Board and on request to the DPFP LLP Management Board.

The Corporate Property Officer has a nominated role to oversee all property,
asset and estates management functions for the three organisations and
deliver an effective and efficient Asset Management Strategy that considers
the needs and priorities of all three organisations.

The CPO will report via the approved governance arrangements to each
organisation.

Procurement:

Procurement will be undertaken in accordance with UK, European and Local
Government Procurement Regulations and will be undertaken by or in full co-
operation with the Procurements Departments within the DPCC and DFRS.

Where possible procurement activity will be co-ordinated to enable contracts to
service the requirements of DPCC, DFRS and DPFP LLP in order to benefit from
economies of scale in procurement, contract management and financial
management.
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Environment:

The DPCC recognises the threat posed by climate change and of the need for
Derbyshire Police to play its role in contributing to reducing carbon emissions. All
new buildings will be built in accordance with the Building Research Establishment
Assessment Method (BREEAM) to a rating of Very Good.

This assessment will consider issues such as:

Energy

Land use and ecology
Water

Health and Wellbeing
Pollution

Transport

Materials

Waste

Management

The commitment will start with the new North East Hub project on J29a of the M1.
A particular priority for the DPCC will be a focus on Green Fleet Technology due to
the large operational fleet required to deliver operational Policing. Future new build

projects will place an emphasis on enabling the further introduction of greener
technologies by providing vehicle charging at new locations.
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TABLE 1- DATA MANAGEMENT

Terrier Valuer

Surveyor Architect

! !

! !

Capital Accounts

Other Departments

, !

Core Data

!

Intermediate Data

Asset Register
(UPRN, address, building details, use, legal
interest, valuation details)

ICT, Transport and Equipment

Condition Assessments

(Building Stock to be resurveyed by December
2011)

A

Transient Data

Terrier
(Includes GIS terrier and Asset Manager)

Systems to be linked by December 2011

Suitability Assessments
(To be carried out)

GIS
(Land and bL.IlldIng occupan'on completed
for all Property Stock)

Sufficiency Assessments

(To be carried out)

Rating Valuations

Asbestos Surveys
(Review completed January 2010)

Acquisition & Disposal Details

User Details

Disability Assessments
(Review to be completed
by December 2010)

Insurance Valuations

Managed Data
Managed Property details

Maintenance Requirements

(Programmes of work derived from priority
selection criteria)

ICT, Transport and Equipment Programmes
derived from replacement

Energy Costs
(Monitoring Programme
implemented April 2010)

Costs in Use

Images

Benchmarking
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CAD

(100% of Property Stock available
on CAD format)




Table 2: Condition Priority Data:

Priority Condition
1 D
(Urgent work to prevent Life expired
closure of premises or (Serious risk of imminent failure)

serious risk)

2 C
(Essential work required Poor
within 2 years) (Exhibits major Defects)
3 B
(Desirable work required Satisfactory
within 3-5 years) (Performing as intended but

minor repairs required)

4 A
(Long term work outside the Good
5 year period) (Performing as intended and

operating efficiently)
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TABLE 3 — CONDITION PRIORITY EVALUATION

START

!

Check projectis viablein relationto averall
PCC and Police / Fire & Rescue Authority
and Fire & Rescue Service Plans and
Condition, Suitability, Sufficiency, Needs

Select projects using
priarity criteria

:

!

Check each project
individually to confirm
priority

!

If projectis stillviablethen consider merits
of undertaking other related items of
maintenance and incorporating them within
thescheme—these may not necessarily be
as high a priority as the main project.

PCC and Police/Fire & Rescue Authority
and Fire & Rescue Service Plans

Otherrelated issues need to be addressed
at the time of the project. If major issues
arise or are identified then the project may
not be viable. Police and Crime Plan, IRMP
— Service Plan, Risk Management Plans,

Check projectis viable in
relation to overall
condition of building —
may be a system
building or a building
with a limited life;
therefore limited
essential works required
to ensure a safe
environment.

l

Decidefunding method — Prudential Code
for Capital Finance, Partnership, PFI etc.

Consider open market valuations and
alternative land acquisition costs when
formulating a financial model for the
preferred solution.

Condition

The overall condition ofthe buildingandthe

site as a whole may indicate that a more

radical solution is required — e.g. building
replacement or relocation.

l

Suita bility

Related suitability issues need to be
addressed at the time of the project. If
majar suitability issues arise then the
project may not be viable. Solution may
be to build a new fire station.

Option appraisal prioritisation.
Implement works.
Review and evaluate.

FINISH

Sufficiency

Related sufficiency issues need to be

addressed at the time of the project. If

major sufficiency issues arise then the
project may not be viable.
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