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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 Police and Crime
Commissioner’s and Constabulary’s plans to manage its finances over the
medium term and fund priorities and risks set out in the Commissioners Police
and Crime Plan.

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;
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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 manage our Reserves for the purpose of financial
sustainability;

Consider prudent 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 her approach to
maintaining a sound financial position and protecting Derbyshire Constabulary
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 and is reviewed annually. 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.

The External Auditors are not responsible for prescribing the optimum or
minimum level of reserves for individual authorities or for authorities in general,
but they are required to review and report on the level of reserves and
balances. The External Auditors’ view as to whether an authority has strong
financial management and sound financial standing will be supported by their
review of the process used to determine and approve the level of reserves.

Derbyshire Constabulary is still facing financial pressures including a need to
update and upgrade the police estate as well as the continual need to keep
pace with technology. There continue 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. Precept flexibility
has increased but funding uncertainty remains, particularly with the
continuation of one-year financial settlement for 2022/23 and the potential for
future restraints on public spending in the future to recover the costs of the
Coronavirus pandemic. We still need reserves to help cushion the impact of
sudden unforeseen spending pressures. Reserves have in the past played a
big part in helping to meet the costs of change as we seek to reshape
Derbyshire Constabulary so that it can meet the new and emerging policing
risks that it faces. This will be more challenging in the future giving increasingly
limited available reserves and an increasing need to borrow or save to fund
projects.

Due to the continuing financial risks facing Derbyshire Police in 2022/23 and
beyond, it is essential that reserves provide a sufficient contingency to meet
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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.

Review of Reserves 2021/22

The Constabulary holds several different reserves, each of which are explained in this
Strategy, and all support the prudent and sustainable approach to budget setting,
which has existed for many years. Reserves are held for several reasons.

The Authority holds reserves which fall into two distinct categories:

General Reserves: these are necessary to fund any day-to-day cash flow
requirements and also to provide a contingency in the event of any
unexpected events or emergencies, and

Earmarked Reserves: these have been created for specific purposes and
involve funds being set aside to meet known or predicted future liabilities.

Such reserves are intended to smooth the expenditure profile and avoid
liabilities being met from Council Tax or the need to make offsetting savings
in the year that expenditure is incurred.

There is not a standard recognised formula for determining the level of reserve that
the constabulary should maintain. CIPFA have issued guidance on what should be
considered and the appropriate areas are considered below. It is the responsibility of
the Section 151 officer to recommend an appropriate level for Reserve balances. In
establishing an appropriate level, the local circumstances and the potential issues/risks
that may occur across the medium term are considered. In determining an appropriate
level of reserves for Derbyshire Constabulary the range of risks and issues that should
be considered include the following:

The possibility of predicted shortfalls in future years of the MTFP requiring additional
savings to be delivered. Such savings may need additional time to develop or initial
investment to enable a saving to be realised,

To provide cover for extraordinary or unforeseen events occurring: given
that the purpose of the constabulary is to respond to emergency
situations, there is always the potential for additional, unexpected and
unbudgeted expenditure to occur,

The commitments falling on future years as a result of capital plans and
proposals to improve/develop the asset held by the Constabulary. Having
reserves would mitigate the impact on the revenue budget of borrowing
and/or revenue contributions to capital,

The risk of inflation,

Enable the Constabulary to resource one-off policy developments and transformation
initiatives without causing an unduly disruptive impact on Council Tax,

Spread the cost of large-scale projects which span several years,



¢ Impacts of the McCloud pension case and significant costs relating to the remedy. The
actual funding of the remedy and compensation remains unknown but could impact on

the Constabulary.

2.1 The projected reserves position over the next four years is shown below: -

Balances at Estimated Estimated Estimated Estimated
31/03/21 Balances at | Balances at | Balances at | Balances at
31/03/22 31/03/23 31/03/24 31/03/25
£m fm £m £m fm
GENERAL RESERVES 5.500 5.500 5.500 5.500 5.500
EARMARKED RESERVES
Useable:-
Operational Funding and Investment Reserve 2.883 5.492 5.280 5.280 5.280
Carry-forwards 0.840 0.428 0.428 0.428 0.428
PCC Grants & Commissioning 1.166 1.066 0.966 0.866 0.766
Covid-19 Funding Reserve 0.757 0.257 0.000 0.000 0.000
Officer Uplift Support Costs Reserve 0.497 0.497 0.000 0.000 0.000
Local Council Tax Support 0.000 1.257 0.629 0.000 0.000
Sub-Total 6.143 8.998 7.303 6.574 6.474
Non-useable:-
PFI - llkeston 0.924 0.843 0.747 0.640 0.523
PFI - Derby 1.754 1.417 1.024 0.596 0.129
Insurance 0.147 0.152 0.154 0.156 0.158
Sub-Total 2.825 2.412 1.924 1.391 0.809
TOTAL EARMARKED RESERVES 8.968 11.410 9.227 7.966 7.284
TOTAL RESERVES 14.468 16.910 14.727 13.466 12.784

2.2 Each reserve has been assessed for its estimated balance as at 31st March
2022 and for the estimated additions or withdrawals from the reserve during
2022/23 and future years. Further detail can be found in the table below above

and at Appendix 1.
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The above table, (based on this review of reserves), shows that the level of
reserves is expected to decrease by £1.684m by 2024/25 to £12.784m. 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.

It is anticipated that by 31 March 2023 overall reserve balances will still be at
low levels compared to previous balances and other police forces. 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. This was not required in 2020/21.

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.

¢ Plan for potential major items of expenditure.

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 included as part of the Budget report and subsequent budget
monitoring reports.

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

o 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.
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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 contributing to investing in local neighbourhood policing.

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.

Covid-19 Funding Reserve — this is the balance remaining from the Governments
Covid funding that has been carried forward to cover any other costs incurred either
directly or indirectly as a result of the pandemic.

Officer Uplift Support Costs reserve — the is the balance remaining from the
enabling funding to support the increased officer numbers. Enabling funding will be
limited in future years and it is important that we have some flexibility to deal with
any further or unexpected costs.

Council tax support reserve — This reserve provides protection against reductions
in the level of council tax income Derbyshire Police might get through the extension
of council tax support schemes in local authorities in response the Coronavirus
Pandemic. It also provides protection for any other reductions in collection rates
either in 2021/22 and beyond in the absence of any assurances over future
Coronavirus support grant.

EARMARKED RESERVES — Non-Usable (committed)

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

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.

Pending Future Deficits on PFI Contracts includes: -

» 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.

» PFIl Reserve — Derby — As above but in respect of the PFI arrangement for
a major police station in Derby city centre.
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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 Constabulary 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 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 £12.8m
represents 6.3% of the Budget Requirement (BR), as at 315t March 2023.

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”. However,
the Home Office guidance does ask for justification of general reserve levels of over
5% which is considered in the strategy.
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Arisk assessment of all 2021/22 budgets suggests that the general fund balance would
be exhausted in the worst reasonable case scenario and earmarked reserves would
have to be redirected to meet day spending needs. There is, however, some
contingency through the £1.3m council tax support reserve.

Unforeseen / Unpredictable Risk £m

Pay and Price Increases
Additional 1% increase in supplies and services costs 0.8

Capital Programme Risks
20% increase in repairs and maintenance budget 0.6

Policing Pressures

Accreditation requirements 0.3
Complex Murder Enquiry 1.0
Medium Range Murder Enquiry 0.5
Major Policing Operation - e.g. public order 0.5

Loss of Grant Funding
Impact of 2% loss of council tax income 1.6
Over-spending

1% over-spend against budget
Total 5.5

The overall risk assessment is more volatile than previous years with particular risks
associated with loss of income associated with the Coronavirus Pandemic.

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.

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 and
the Coronavirus Pandemic. Even uplifts in areas such as armed policing with additional
funds have required support from host force budgets.

10
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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.

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 pressures over the past
few years.

The 2022/23 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 The Coronavirus Pandemic

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

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

o 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).

e Introduction of the Emergency Services Network (ESN).

¢ National ICT charges

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 or grant. The
indicative level of balance for the General Fund of £5.5m is in line with the level of risk
included in the 2021/22 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 2022/23 budget to be presented in January 2022 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.

11
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Comparison with Other Police Forces

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
recent years.

The level of General and Earmarked Reserves in the latest published and audited

home office information in May 2021 is 7.6% of the net budget requirement, quite a bit
below the published national average of 11.7% for forces.

Police Financial Reserves as a % of Direct Resource Funding (Govt Grant & Precept)
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Chief Finance Officer Statement

Derbyshire Constabulary 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 2022/23 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: -

e The General Reserve has a minimum balance of £5.5m, equal to 2.7% of the
Budget Requirement.

o Earmarked Reserves (as summarised in table shown at paragraph 2.1) has
estimated balances at the 2022/23 year-end totalling £12.8m.

However, it is important Derbyshire Constabulary continue to plan for different
scenarios and develop plans to deal with them. The uncertainty around council tax
income in the future is mitigated to some extent by specific government grant but the
longer-term financial impact of Coronavirus on policing budgets is still unknown. The
Cost of Policing Programme will be essential in providing financial stability alongside
appropriate local funding decisions and good financial management. Reserves are on
element of this and further reference is made to this in the Chief Finance Officer
Statement in the Budget setting report.
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9. Governance of Reserves
9.1 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.
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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
34 properties has a current use Balance Sheet value of approx. £25 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

e 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

14
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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: -

o 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.

e 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: -

e Analogue estimating, using cost data from previous schemes.

o 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

15
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Finance and Accountancy’s (CIPFA) Prudential Code. In summary, the Commissioner
is required to ensure that all borrowing is both prudent and affordable.

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 Constabulary.

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
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2.18

2.19

2.20

2.21

2.22

‘new” crimes, such as modern slavery and human trafficking that were never
envisaged even a few years ago.

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

e 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 Commissioner and Constabulary’s Strategic Estates Board.

The Strategic Estates Board is well established to look at how the Constabulary
prioritise its Property investment and maintenance programme with a series of criteria
around operational need and benefits.

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.
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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 mean 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.g. if
service potential or asset life is increased.
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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 £15 over the last 3 years. However, this has
come with an expectation that Policing will continue to deliver savings and efficiencies in
return. In 2022/23 and for the following 2 years, the Government have set a limit of £10.

The PCC looks 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 2021/202 was set
at £241.60. The PCC 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 and the volatility of council tax income.
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OUR TREASURY MANAGEMENT STRATEGY
The overall objectives of our Treasury Management Strategy are as follows:

¢ 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.

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.

Itis 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:

¢ 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;

o 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 balancing the budget from reserves with deficits into the medium term.
The Constabulary also provides value for money when compared to other similar Forces and
comparisons are made every year in the budget report:

The Constabulary are projecting a balanced budget for 2022/23 if the maximum precept is
accepted, rising to a potential deficit of £7.6m in 2025/26, based on 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 does assume a £10 precept increase in future years
and shows the extent of the challenge that remains.

Medium-Term Forecast 2022/26 2022/23 2023/24 2024/25 2025/26
£m £m £m £m

Previous Year's Gross Expenditure 202.630 212.259 221.093 233.090
Transfer of Special Branch (1.055) - - -
Previous Year's Gross Expenditure 201.576 212.259 221.093 233.090
Pay Awards and Inflation increases 5.686 4.079 3.755 3.582
Other spending pressures reductions 2992 6.106 7 241 2818
Contribution to Council Tax Support Reserve 1 311- - - -
New Business Cases 1,000 1.000 1.000 1,000
PCC's investment for 2022/23 3.016 (2.351)

Net Revenue Budget 212.259 221.093 233.090 240.490
Projected Funding (212.259) (220.210) (227.064) (232.832)
Forecast Base Budget (Surplus) / Deficit (0.000) 0.883 6.025 7.658
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We continue to model a range of scenarios for the future.

Approach

The Constabulary has initiated the Cost of Policing programme to help define the force’s
operating model and its costs, whilst considering options for change. The model is designed
to align resources against services based upon its understanding of risks, demand and force
priorities. It uses key metrics taken from the Organisational Risk Assessments and other
relevant information to help assess each business area and to ensure a level of consistency
in our approach to how resources are allocated. Cost of Policing has identified a number of
options which include a combination of reduced and increased investments across frontline
and back-office services. This programme will ensure that resources are directed to tackle
risk, threat and vulnerability and to focus new investment to meet operational and strategic
priorities. It is designed to help the force meet future budget shortfalls, enabling the

reinvestment of any identified savings where appropriate.

More detail on this and the work to date is included in the Force Management Statement.
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The Cost of Policing Programme
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RECOMMENDATIONS
1. To note and acknowledge the letter from the Chief Constable setting out her

professional recommendation to the PCC regarding the budget and precept proposal
for 2022/23.

2. In respect of the revenue budget for 2022/23:-
a) To note the information and analysis as set out in this report.
b) To agree the proposed adjustments to the 2022/23 budget as detailed in both this
report and Annexes A through E
c) To maintain a revenue contribution to capital of at least £3.439m in the base
revenue budget.
d) To approve the revenue budget for 2022/23.
e) Approved joint delegation to the Chief Finance Officer (Constabulary) and Chief
Finance Officer (PCC) to make appropriate adjustments to use of Reserves in
relation any surplus or deficit arising from the Collection Fund.

3. In respect of the council tax requirement, the associated police precept and
provisional contributions to/(from) reserves:-
a) To recommend a £10 precept increase for a Band D Property.
b) To note the anticipated movement in reserves during 2022/23 as shown in
Annex D.

4. In respect of the Medium-Term Financial Forecast for 2022/23 - 2025/26, discussed
within this report but also shown in more detail at Annex A: -
a) To note the financial forecasts up to 2025/26.
b) To note the assumptions inherent in those forecasts and the scenarios that affect
the projected financial position.
c) To note that the Medium-Term Financial Forecast indicates reserves will not be
sufficient to close a future funding gap.
d) To recognise that the Force will need to identify further efficiencies and savings
both for reinvestment but also to protect front-line services. (The savings strategy is
included in the Medium-Term Financial Strategy).

CONTACT FOR ENQUIRIES

Name: C/Supt Steve Wilson
Tel: 101
Email spaenquiries@derbyshire.police.uk



INTRODUCTION - Letter from the Chief Constable to the PCC
14 January 2022

Angelique Foster

Police and Crime Commissioner for Derbyshire
Butterley Hall

Ripley

Derbyshire

DE5 3RS

Dear Commissioner,

The force is committed to delivering a consistently good service to the communities of Derbyshire, one they
can trust. Our core aim is to fight crime, bring offenders to justice and protect the vulnerable. Our officers,
staff and volunteers do this 24/7, 365 days a year.

Through our ongoing discussions, | know that you are acutely aware of the continued challenges facing the
Constabulary. The Constabulary has been modelling a range of financial scenarios over the last few months
to ensure resilience at a time of great uncertainty, utilising the support of the government in allowing the
Constabulary an increase of up to £10 against a Band-D property for the policing element of the council tax
precept (hereafter the precept). We have carefully considered the impact of a range of options, and whilst |
fully recognise that the communities of Derbyshire are already feeling the incredible financial impact of the
Coronavirus pandemic, my primary consideration must now be how | can best deliver policing within the
county, utilising the options provided by a precept increase.

Demand and COVID

The force continues to face increases in demand. The impact of the pandemic over the past two years has
brought increased demand and additional challenges throughout.

Despite the restrictions the pandemic brought in terms of lifestyle and activities for communities, reported
incidents increased 2.7% from 207361 incidents in 2020, to 213040 incidents in 2021. Recorded crimes
increased 8.5% from 77997 in 2020, to 84664 in 2021. Like all organisations, the workforce has felt the effect
of the pandemic directly. Since the start of the pandemic 24% of the workforce have been confirmed as testing
positive for Covid-19. This number has started to increase dramatically since the start of 2022. In addition are
the impacts on resource capability through isolation and shielding requirements over the last two years.

In December 2021, a letter to Chief Constables from the NPCC Contact Management Lead identified that
999 calls had increased nationally year-on-year by 7% in November 2021. This was a 20% increase since
2017. This increase in demand sits alongside the complexity of incidents and the need to effectively identify
vulnerability from the first point of contact through to resolution of the incident. This poses challenges to
service delivery, although work is ongoing to ensure the Constabulary operates an efficient and effective
contact management department. A key organisational priority for the force, to improve the service we provide
through our Contact Management Centre, including the 101 provisions, and requires continued investment
to do so.

Key areas of work have observed significant increases in demand over the previous 12 months. The Violence
Against Women and Girls (VAWG) agenda has been in the spotlight nationally. Locally we have responded
to this, recognising the impact on trust and confidence this has, especially with women and girls. We have a
local focus on improving our response to incidents classified as VAWG related, working under our key
organisational priority theme of vulnerability. Sexual Violence reporting has increased by 27% in Derbyshire
from 2020 to 2021. The force has undertaken a great deal of work to encourage victims to come forward and
report these offences, with much focus on supporting them. This has meant that victims who have previously
lacked confidence to come forward are now doing so. However, this brings increased pressures on the
specialist teams responsible for investigating such criminality. Increases have been observed across several
other crime types with a 6.9% increase in recorded Domestic Abuse related crime from 2020 to 2021.



Residential burglary crimes have reduced during the pandemic, a national and expected trend in the face of
restrictions and increased working from home. This saw 2020 figures reduce by 18.8% versus 2019, and
2021 figures reduce by 23.8% versus 2019. Despite this decrease the figure in 2021 remains high at 4436
reported residential burglaries, and the trend starting to reverse. Thus, burglary continues as an area of
priority and focus for the Constabulary.

Collision rates reduced on Derbyshire roads in 2020, a trend observed nationally as restrictions were imposed
in response to the pandemic. Eighteen fatal collisions were recorded in 2020 with the figure rising despite
further restrictions in 2021, to 30 fatal collisions. This brought the figure short of the 40 fatal collisions
observed in 2019, but still high with 340 serious injury collisions recorded in addition to those fatalities in
2021. Of this total, 11 pedestrians were killed in 2021 as a result of collisions on Derbyshire roads, with ‘Fatal
Four’ collisions increasing during this period, particularly in respect of speeding and impaired driving. Working
with partners to make our roads safer remains a priority for the force.

There are many crime types that we tackle on a daily basis but the crime examples we have discussed within
a Derbyshire context, feature with significance within the 2021 ‘Beating Crime Plan’. This includes additional
areas of focus such as knife crime and county lines. These are two additional complex thematic areas that
have received focus via our force governance structure to ensure we are tackling these robustly. The product
of which has been dedicated operations and resources to target both types of criminal behaviour. The plans
to expand and improve our approach to these areas are touched upon in the later sections of this letter, and
both are areas that would see improved service through further investment.

Strong Local Policing

There has been a great deal of excellent work this past year to fight crime, bring offenders to justice and
protect the vulnerable. The Force Priorities have been refreshed and refocused, supported by a revised
governance structure, to drive improvement and ensure we provide the best possible service to the public.
We have focused efforts on improving how we engage with the public and have set expectations on how our
staff recognise the importance of communication and engagement to improve public confidence.

Communication and engagement activity require many different approaches to be effective, and we are
utilising these, including social media and engagement with key stakeholders as part of this. The force has
increased Safer Neighbourhood Team (SNT) numbers over the past few years, a position we are committed
to maintain, as community policing is at the heart of what we do. We recognise and value the work our SNTs
do to improve public confidence, provide vital visibility, undertake a problem-solving approach, and help make
our communities feel safe.

Op Uplift

The force has welcomed the increase in officers thanks to the uplift which will help us to meet these
challenges. The number of officers has increased by 121 from the start of the uplift to 1948 as of November
2021. This is expected to reach a total of 1997 by March 2022, with further increases to 2110 in 2023. It
should be noted that whilst many of these officers have started their role as a constable with the force, there
are vast numbers still within the two and three-year training programme. We are therefore some time away
from fully realising the benefits they bring in policing our communities.

The force is committed to improving its representation of our communities and using the uplift as an
opportunity to do so. The force has for a number of years enjoyed great success in recruiting female
applicants, being one of the lead forces nationally in this area. Current officer intakes are close to a 50/50
split, with the current officer establishment being 38% female and 62% male. The organisational split of our
officers, staff and volunteers combined is 51.5% female and 48.5% male.

Our local Derbyshire’s recruitment data suggests that the Police Constable Degree Apprenticeship (PCDA)
route is attracting 7.2% of B.A.M.E. recruits, remaining consistent with the previous non-degree entry route.

Encouragingly, from the latest application data for the Police Constable Degree Holder Entry Programme
(DHEP), the Constabulary have had 15.1% B.A.M.E applicants and for the Detective Constable DHEP
programme, the figure is 20.7%. Gender, LGBT+ and disability representation is continuing to increase
through all entry routes.



The Constabulary is on course to meeting the targets set by government in respect of the Uplift programme.
All entry routes will see Constables progressing through their initial student officer period within two to three
years. This includes commencing with a Direct Entry Detective programme later in this year. As stated above
the benefits of the Uplift programme are not likely to be fully realised until 2022/2023, due to the officers
reaching the end of their training programme.

The force intends to increase its number of Special Constables who provide vital support to the frontline,
contributing to our visible presence and local policing. The force is also seeking to maintain and establish its
PCSO numbers. This is in addition to meeting the government police officer increase targets for Op Uplift. All
of this requires continued investment in recruitment, positive action work, and additional resourcing in training
to ensure the right people, who are properly skilled and equipped are working to deliver our services to our
communities. The precept will be used to help fund some of this support.

Contact Management Department — Force Operations Room

We have been making improvements to our control room to provide a timely and effective response to calls
for service. We know that waiting for calls to be answered on the non-emergency line is often a source of
frustration for many. This is often the only interaction that members of the public have with the force and the
impact of this on their confidence in the Constabulary cannot be underestimated.

Improvements have been made to the call system which will now route enquiries directly to the staff member
concerned, improving the service provided to the public and reducing demand on call handlers. This allows
operators to concentrate on other call for service and improve our responsiveness to calls. This system is
ready to go live over the coming weeks.

To provide the best possible service to victims of crime and reduce demand to front-line officers by resolving
incidents and occurrences, a Crime Resolution Investigation Management team (CRIMt) has been created.
This will relieve pressure on the 101 call handlers by removing the crime recording function from them to a
dedicated team. This in turn will improve the quality of the initial response and investigation, ensuring a focus
on vulnerability during that early contact and the improvement of crime recording compliance. It should also
relieve the pressure on frontline response officers as the CRIMt will retain a certain proportion of
investigations, investigating those matters themselves, rather than allocating to other frontline investigators.
The CRIMt went live on 10" January 2022 and specific performance data will be available moving forward.

The results from a trial exercise on the South Division demonstrated an approximate 25% reduction in
allocated demand to frontline staff through effective earlier resolution, including at the first point of contact,
and during the early stages of an incident or investigation.

There is also a project reviewing all functions within the Contact Management Department and the Force
Operations Room with a view to improving efficiency and performance. This is one of the force priorities. The
Interactive Voice Response (IVR) is technology which supports the control room. It will help deliver more
effective management of demand leading to better service through 101. Investment through the precept will
be utilised to support this.

Operation Wintershield

Operation Wintershield uses intelligence to identify hot spot areas for knife and violent crime with a multi-
agency approach to tackle the root causes of issues. This operation started in November 2021, with a planned
end in February 2022.

The operation has observed joint working with local authority colleagues in the city, county and within the
districts and boroughs through the Community Safety Partnerships, supported by Health, Education, Social
Care, and charities involved in the reduction of knife crime and serious violence.

In the south of the county, there have been 28 pro-active arrests as of January 2022. There have also been
a number of preventative engagement events put in place including a joint patrol strategy between the police
and Derby City Social Care, with the objective of identifying vulnerable young people who are at risk of
becoming involved in knife crime and serious youth violence. A youth forum has been established at Littleover



Community School, designed to capture the thoughts and views of young people about the issues that affect
them directly. Collaboration has taken place between the police and youth services who facilitate discussions
on the dangers of knife crime, peer pressure and what to do should they become aware of a young person
carrying a knife or engaging in violence.

The force wide operation demonstrated a commitment to reducing knife crime and serious violence across
the county, especially amongst vulnerable groups such as children and young people. Data analysis shows
that since the start of Operation Wintershield there has been a reduction of 23% in serious violence across
the force, as of January 2022. There has also been an increase in the number of weapons that have been
located and seized.

We intend to continue to invest in tackling knife crime, ensuring a clear visible message of our partnership
approach to tackle the threat and risk this poses within our communities.

Taser Training

The force is committed to ensuring it has sufficient officers trained in the use of Taser. With the uplift of police
officers, we have plans to train 100 additional officers in the next year. This will ensure officers are spread
throughout the county in the right roles, able to respond to the threats and risks they face.

Use of a Taser includes a Taser being drawn, a person having a Taser pointed at them or the Taser being
deployed. Each event is scrutinised by the Taser Training Manager and Training Team. It is debriefed with
the officer to ensure the use of force is proportionate and necessary, and any learning is shared with that
individual and other trained officers. This process is further supported by external scrutiny via the Independent
Advisory Group (IAG), using this platform to review use of Taser by reviewing body worn video, officer
rationale and other relevant documentation.

Use of force has a defined force lead and governance structure, with Taser being a key aspect of attention
under this umbrella area. The increase in precept will be vital in supporting capital investment in equipment
and training to deliver our capability within the Constabulary.

Neighbourhood Crime and Anti-social Behaviour (ASB)

The force places real value on the role of our Safer Neighbourhood Teams (SNT), the visible and accessible
policing presence they provide, and the partnership working they undertake to solve problems within our
communities. We have invested in SNTs over the past few years and are committed to maintaining the team
numbers striving to ensure we are a beacon of best practice in neighbourhood policing. It is our intention to
use the precept funding to maintain the temporary increase of 20 PCSOs we were provided previously, and
our intention is to find funding in the mainstream budget by the end of the financial year, through savings for
reinvestment, so that these can become permanent posts and not a temporary increase. Recruitment of
PCSOs is underway to ensure we can deliver this.

Safer Neighbourhood Teams

We have highlighted key activities for our neighbourhood teams to work towards alongside re-enforced priority
setting for each local policing area. We map our communities to make sure we understand our local
demographics, ensuring that we take all opportunities to engage, using the methods that best suit the needs
of the individual.

Our SNTs support the Mini-Police and youth engagement projects, recognising the importance of the early
years work and the impact this can have on our future engagement and safeguarding of young people. We
will aim to use the precept and the permanency of the PCSO uplift to build on the work of mini-police and our
Citizens in Policing programme, utilising one of these PCSO posts to co-ordinate this work.

We have recently increased support to our SNTs through the provision of 10 Neighbourhood Investigation
Officers. This takes our total to 20 across the force providing each SNT with the dedicated resource to
investigate and prosecute neighbourhood crimes, support civil orders, and reduce harm caused to our
communities.



We want to continue to invest in these areas as we see the value this skill set brings to the reduction of crime
and anti-social behaviour (ASB). We intend to invest in crime prevention training for all PCSOs and seek to
ensure that all our SNTs undertake the nationally accredited neighbourhood policing training. Two of the
uplifted PCSOs will become ASB Co-ordinators, seeking to standardise practice across the force and improve
our response to ASB, recognising the harm this type of crime causes within communities.

Problem Solving

Over 3,000 staff and officers have been trained in problem solving throughout the last 12 months. This
evidence-based approach highlights the opportunities to work with our communities and partners to identify
recurring problems and implement long-term solutions to prevent the problems persisting; thereby reducing
vulnerability and demand.

Staff from our Community Safety Partnerships have benefited from this training and our prevention and
problem-solving co-ordinators continue to support and identify multi-agency opportunities to reduce crime.

We have seen some positive results in the force response to ASB, seeing a reduction in incidents and young
people’s involvement with police, by utilising early intervention processes.

Road Safety

Safety on our roads is important to the force and the public. Despite extensive partnership working to make
our roads safer, deaths on our roads continue to rise.

The Roads Policing Unit (RPU) focus on the ‘fatal four’ offences; speeding, use of a mobile device whilst
driving, impairment through alcohol or drugs and not wearing a seatbelt. The RPU deploy each day onto high
risk roads and onto the strategic road network (SRN). Collision data, statistics, and traffic flow data are used
help direct their patrols and improve road safety in Derbyshire.

Nationally and in Derbyshire we have seen an increase in deaths and serious injuries where one or more of
the fatal four is a cause or contributary factor. Speeding offences across the county have risen sharply over
the last two years despite national restrictions in response to the pandemic. In 2019 we recorded 40,000
speeding offences, in 2020 it was 50,000 and in 2021 we are expected to be close to 60,000. This is a pattern
that is being observed nationally.

In 2021, the RPU attended 552 locations, completing 867 hours of proactive enforcement work. During the
same period, the RPU issued 2307 verbal warnings and advice was issued in respect of speeding under the
threshold for prosecution and 871 speeding tickets.

Several operations have been implemented, and continue to run, to improve road safety. Operation Koda
targets drink and drug drivers, Operation Capture provide members of the public with the platform to upload
footage of dangerous driving and other traffic offences and Operation Edgecombe targeted intervention and
evidence gathering for future prosecutions of illegal car meetings, a trend that is increasing locally and
nationally.

The Constabulary is planning to increase local work in this area in 2022 in conjunction with SNTs, particularly
around seatbelt offences. There are also plans in place to expand partnership working by completing joint
operations alongside Derbyshire Fire and Rescue Service (DFRS), the Driver and Vehicle Standards Agency
and the Vehicle and Operating Services Agency.

There are many partnership campaigns and programmes in place, such as; ‘Upright’ and ‘Biker Down’
delivered in conjunction with the DFRS, ‘Op Tramline’ addressing offences such as using mobile phones and
not wearing seatbelts, and ‘Op Close Pass’ to educate drivers to improve safety for all road users, educating
road users to afford greater protection for motor bikers, cyclists and horse riders.

We need to invest in these areas with the precept to prevent serious injuries and road deaths in Derbyshire.
This includes investment in vehicles, with additional off-road bikes to help tackle ASB related off-road bike
complaints, and an unmarked/plain motorcycle to help tackle different forms of speeding behaviour and
further support the Close Pass campaign. In addition, the force will use further investment to increase the



number of Community Speedwatch schemes in existence and to continue to support the Bike Safe Scheme
which is aimed at reducing death and injury in motorcyclist on our roads.

A key element under fatal four work is drink driving, which requires the capability to provide roadside breath
tests. The current equipment is outdated and needs replacing. The precept funding will be utilised to replace
an additional 150 devices, providing excellent coverage in frontline vehicles.

Rural Crime

The force understands the impact that rural crime has on many of our communities. We are fortunate to have
a well-established dedicated team of officers, staff, and volunteers to tackle the bespoke issues presented by
this type of incident and criminality. We are committed to finding ways in increase the force capability and
capacity to tackle rural crime.

The Rural Crime Team (RCT) work proactively, offering preventative support and advice, whilst managing
investigations in response to intelligence and reported rural crime. Preventative advice has been delivered to
the rural community, utilising a range of methods and problem management plans, to focus activity on issues
such as acquisitive agricultural crime.

Throughout the pandemic, reported crimes relating to rural and wildlife have increased, with 434 crimes
reported in 2020, against 190 in 2019. The close work with the rural communities, volunteer schemes such
as Farm Watch, Horse Watch and Badger Watch, and formal partners has improved confidence in reporting
and demonstrated the importance of this capability. This is further supported by training to the RCT staff in
areas such as rural domestic abuse and improved reporting routes for the public, such as online contact.

The RCT support other agencies and charities, such as the ‘Willow Project’ which is supported by funding
from the PCC, who specialise in providing support to victims of domestic abuse within rural communities, and
the Peak District National Park Authority to tackle crime, disorder, and Anti-social Behaviour across the Peak
National Park.

The force will continue to invest in the RCT, supporting campaigns, and developing ways to improve our
capacity and capability to tackle rural crime.

Victim Support and Safequarding

Providing the best policing service to vulnerable people is an incredibly important part of the service we deliver
and a force priority. Vulnerability spans across all areas of policing, particularly areas of domestic abuse,
stalking and harassment, serious sexual violence, missing people, exploitation, child abuse and online child
protection. A central part of the forces vulnerability strategy is also our strong commitment to tackling Violence
Against Women and Girls (VAWG).

There has continued to be an increase in demand across various strands of vulnerability. Domestic abuse
now accounts for over 9% of all force recorded incidents and 22% of all recorded crime.

Significantly, domestic abuse crime has increased by 1,216 crimes in 2021, compared to 2020. The force is
experiencing an increase of three additional domestic crimes every single day. Derbyshire Constabulary has
dedicated teams who investigate all cases of high-risk domestic abuse. As a force we have sought to improve
the quality of our risk assessments, to ensure cumulative risk is considered in cases of repeated abuse, as
well as identifying wider risks towards children adversely impacted. As a result, the force has introduced a
new Domestic Abuse Review Team (DART), which now provides an enhanced and consistent approach to
risk assessments. Since its inception in November 2021, DART has reviewed 2,356 risk assessments,
resulting in an additional 29 cases being escalated to high-risk. Our high-risk cases are supported by the
Multi Agency Risk Assessment Conference (MARAC), which focuses on supporting victims of abuse and
their children. As we continue to improve the quality of risk assessments, set against a landscape of
increasing demand, this will continue to impact MARAC requirements as more high-risk cases are identified.
The current multi-agency arrangements are under review to ensure it can meet current and anticipated
demand, with likely investment required.



In addition, the force has invested in the nationally recognised DRIVE programme, a perpetrator focused
programme that seeks to address offender behaviour by utilising a multi-agency approach to develop longer
term outcomes. This was launched in May 2021 and is currently working with 49 perpetrators. There is an
ambition to increase this to 100 by March 2022.

Stalking is an area of focus for Derbyshire with a 47% increase in stalking offences, which equates to an
additional 1,000 crimes. This is higher than the 42% national average. Further investment is necessary to
ensure the force has a co-ordinated approach to the early identification and risk mitigation of both domestic
and non-domestic related stalking. The force intends to invest in this area, creating a Stalking Co-ordinator
post. This will help ensure quality of investigations across the force and a consistently good service to victims
of crime. It will also be used to maximise civil orders and other interventions, working closely with partners.

In relation to Child Protection arrangements, as a force we recognised that improvements are necessary,
reinforced during the HMICFRS Inspection in early 2021, and are proactively reviewing our structures and
practice in response. Child Abuse has seen a 48% increase over the last 12 months. Within this, the notable
area of increase relates to reported child rape, where there has been a 78% increase. This equates to 307
reported cases which is an additional 172 cases when compared to the previous year. The force has
restructured its approach to child abuse investigations, re-establishing specialist child investigation teams
which consists of specialist officers, to provide an effective response to such investigations. Conversely,
Online Child Protection continues to be a significant area of growth in terms of demand. As a service, referrals
continue to originate from external agencies, such as the National Crime Agency, which had traditionally been
the case, but we now see increasing reports from members of the public. The force has professionalised its
response, developing a Protecting Children Online Team, whereby safeguarding is at the centre of its
purpose. Investment has seen the unit double in size, however, as we continue to improve in this area further
investment is necessary and planned, to ensure a consistently good service and continue to meet the
increasing demand. Moving forwards, the impact on wider functions such as digital examinations, victim
identification as well as the management of offender’s post-conviction, needs to remain an area of focus if
we are to keep pace with this area of vulnerability.

The force continues to tackle the real and credible threat around exploitation and the close link to missing
children. Since 2019, Derbyshire’s trend around reports of missing people has identified that approximately
15% of all children who go missing are assessed to be at risk of exploitation. As of 2021, this now sits at 20%
which is above the national average of 9%. Furthermore, just under 20% of missing demand relates to repeat
missing persons, in which 80% of this cohort are children. We are committed to focusing on safeguarding
vulnerable cohorts and relentlessly tackling those who may be exploiting and subjecting them to harm. This
has required new arrangements to be formed, and dedicated resources aligning into a force missing and
exploitation function. Within this, a new single force Missing Persons Unit, consisting of dedicated staff, with
embedded intelligence and analytical capability, is already being established. This will support investigations
and the co-ordination of the force’s response to missing persons. A continued focus on problem solving to
reduce future risk will seek to identify and tackle root causes and by doing so reduce repeat occurrences.
This will be supported by the creation of a Criminal Exploitation Team identifying vulnerable young people
and adults at risk of being exploited for criminal purposes and working with partners to safeguard them and
deal with perpetrators. Precept funding would be included as part of the investment in this team.

There continues to be a close connection between domestic abuse, stalking and child protection, in terms of
how as a service we maximise opportunities for interventions through civil orders, such as Domestic Violence
Protection Notices, Stalking Prevention Orders, Domestic Violence Disclosure Orders (DVDS) and Child
Abuse Warning Notices (CAWN) to name a few. Our continued challenge is how we proactively manage and
enforce breaches of such orders, which requires further investment to ensure a robust and consistent
response that positively polices such orders to maximise safeguarding opportunities, reducing the reliance
on victims and third parties in identifying such breaches. There are investment plans utilising the precept to
do this. This will strengthen the system across intervention, protection, safeguarding, as well as enforcement.

VAWG

The force is working in partnership across Derbyshire to deliver a county wide partnership Violence Against
Women and Girls (VAWG) strategy. This recognises that there are many elements to VAWG and not all can
be tackled by policing alone. It requires larger societal change which is partnership driven. The force has put
in place a number of changes to improve the confidence of women and girls in our policing services and to



improve how we tackle aspects of crime and offending which fall under VAWG. Some of the improvements
include the changes in domestic abuse, and stalking processes that have been outlined above.

The Deputy Chief Constable is the strategic lead for VAWG, with a Chief Superintendent leading on the
delivery of the work, supported by a Detective Chief Inspector. There are several initiatives already in place
to create safer spaces for women and girls and to proactively target offenders, utilising national work under
the National Police Chiefs Council lead for VAWG. The force will continue to invest in this area, through the
precept. Some of these investments include the creation of teams to target those who breach protection
orders and other measures designed to reduce risk towards victims, and the provision of additional officers
working on Night-Time Economy patrols. These patrols would be a mixture of high profile and plain clothes
patrols conducting checks of men seen loitering, following or harassing women and girls and using the full
range of powers to address inappropriate behaviour including dispersal powers, proactive Criminal Behaviour
Orders or arrests for harassment, public order or public nuisance. It is intended that these patrols are
conducted with relevant partner agencies and supporting organisations.

Driving Efficiencies and Finance

It is important to ensure Derbyshire Constabulary is an efficient and effective force, which represents value
for money. Over the past year the force has identified £3M of savings to reinvest or contribute to the funding
gap despite the demand pressures faced. It is important that the force looks to itself to deliver its services, at
less cost, before asking the Derbyshire public to support its funding. The force continues to have a lower than
average net spend per head of population, reserves around 4% lower than the average for forces and
consistently reports higher than average efficiency savings to the Home Office.

A dedicated Force Improvement Team has been established to manage a continual programme of work by
identifying efficiencies, and opportunities for reinvestment and savings. This piece of work includes a ‘Cost
of Policing’ workstream to direct resources to the areas of greatest risk and demand which is overseen by a
productivity and efficiency board.

The recent Spending Review announcement set out the Government’s plans to increase investment in
policing by £550m in 2022/23, increasing to £800m by 2024/25. This additional grant is intended to fund uplift,
and also support additional costs in relation to employer’s national insurance, pay and inflation. The £800m
assumes £540m for completion of the Uplift Programme and its sustainability going forward. Derbyshire’s
share of the £550m grant increase in 2022/23 is an extra £7.47m (1.34%) in funding. The Spending Review
also confirmed the flexibility for Police and Crime Commissioners to increase precept by up to £10 per
property (Band D equivalent).

After considering all other cost pressures, the ability to increase the precept by £10 would give the
Constabulary the opportunity to propose a £3m investment plan to strengthen policing in Derbyshire. The
funding would provide for additional investment in critical policing services above those provided for by
Central Government.

Looking further ahead to 2023/24, the Government has pledged to increase grant funding by a further £100m,
with our share assumed to be £1.34m. With nearly 70% of this additional funding required for the ongoing
costs of the Police Uplift programme, very little remains to cover the costs of pay and inflation. With increased
risks of pay awards and inflation exceeding any increase in grant funding, combined with other escalating
costs and investment in services, extra pressure is placed upon our Cost of Policing programme to help
reduce the impact on key services and to minimise precept increases. It will therefore be essential that our
Cost of Policing programme continues to direct resources to where they are needed.

Even with an assumption of a £10 precept increase in 2023/2024, the force is currently forecasting a budget
deficit of £3.3m in 2023/24. This high-lights and emphasises that the financial surplus for 2022/23 can only
be directed towards one-off non-recurring investment if we are to achieve a balanced budget in the longer-
term.

We continue to invest in our estate. We know that buying and building new police stations sends a clear
positive message to communities that we continue to intend to be visible within them. There has been a
significant lack of investment in previous years, with a plan now in place to develop one public estate in a
proportionate and efficient way to meet the needs of the people we serve. The precept increase is intended



to help fund some of the investment. For example, supporting the build and provision of two new
neighbourhood bases in Killamarsh and Alfreton, and the sharing of space with partners, in Bolsover. This is
part of the longer-term programme to improve the estate and ensure that there are visible resources in the
right place and that SNTs can work within the footprint of their communities.

We have made considerable inroads in to the estate backlog with the delivery of our joint headquarters and
training centre with Derbyshire Fire & Rescue Service and have also successfully co-located with Fire at eight
sites around the County including at the new Ascot Drive Police Station.

Against the backdrop of COVID we have also established the estate baseline and developed comprehensive
plans against which a programme of funding has been approved to address Chesterfield Divisional
Headquarters, North Area Response, Chesterfield Custody, North West Policing and a rolling programme of
SNT replacements.

This investment in estates will be supported by investment in technology. Whilst having a base in communities
is important, we want officers and staff to be equipped to be able to carry out their roles, using technology
whilst remaining present and visible within the community. The force has invested heavily in mobile
technology for frontline staff. Some precept funding will be used to pilot different technology for response
teams to determine if long-term investment will improve productivity and aid visibility.

The force has invested in digital data dashboards over the last few years via the Power Bl platform. This has
provided a better understanding of demand, a greater perspective on crime and incident trends and ready
access to analytical capability.

Although there is a focus on embedding everyday use, the digital data dashboards are already helping to
drive and focus operational delivery and provide support for improved strategic analysis.

Precept Recommendation

Commissioner, | have outlined throughout this letter the significant operational and organisational challenges
we face, within the context of substantial financial challenge. | am acutely aware of the financial challenges
to our communities in the face of the Coronavirus pandemic when recommending the maximum precept
increase available.

In modelling all of the precept options available to us, anything other than an increase of £10 is likely to yield
a significant budget shortfall in 2023/2024, or be insufficient to sustain the investments we have made over
the last few years to tackle the identified threat and risk priorities. Many factors in relation to our financial
context are outside of my control, such as pay and inflation, and have a significant impact against the budget.
This is within the context of the force delivering £3M of savings and efficiencies within the last year which
provided opportunity for saving and reinvestment to sustain services as we move forward. This £3M matches
the investment that would come from a £10 precept increase. The track record of delivery provides strong
support to my commitment to driving through efficiencies as we seek to manage the future funding gap.

The option to increase the precept by £10, will still lead to significant challenges for the 2023/24 financial year
and beyond. | have carefully considered this, and | am confident that the areas discussed in this letter for
immediate investment in 2022/23 would enable resilience. They support delivery of your Police and Crime
Plan objectives and will support delivery against force threats and risks. Increasing the precept by £10 will
allow me to continue to deliver responsive and visible policing to the communities of Derbyshire in the coming
year.

The key question when determining the level of precept must be, does it allow for a manageable and
sustainable budget in the forthcoming year that delivers some growth against our priorities, whilst protecting
the Constabulary for the future? Unfortunately, none of the options available to us are likely to fully meet this
test, and it is expected that in subsequent years we will have to make difficult decisions as to which services
are needed, rather than wanted, by our communities.



Commissioner, anything other than a precept increase of £10 would not deliver the immediate investment
required to maintain and improve service in the short and medium term, leaving me with no option but to
make this recommendation to you. | make this recommendation in the full knowledge that the Constabulary
asking you to approach the communities of Derbyshire to ask for more funding, which | know will be extremely
difficult for many. As such, | would like to reassure you that | continue to pursue all opportunities for
efficiencies that do not impact upon our ability to deliver policing within Derbyshire, and would never seek to
ask for more funding than is absolutely necessary for this purpose. | know the public ask you to improve our
policing in Derbyshire. | am asking for your support to be able to do this through maximising the funding
available.

Yours sincerely,

AN

Rachel Swann
Chief Constable
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BACKGROUND

This report sets out the proposed Revenue Budget and Capital Programme for
2022/23, to allow a budget and council tax to be approved in accordance with
legislative requirements. The following issues have been taken into consideration

in preparing the budget requirements:
a) The financial settlement from Government to the Police for 2022/23.
b) The key principles underlying the Medium-Term Financial Strategy.
c) Delivery of the Police and Crime Plan for Derbyshire.
d) Allocation of resources against threat, risk and demand.
e) Force priorities.
f) The options for the Council Tax precept.

g) Force Reserves.

THREE YEAR SPENDING REVIEW HEADLINES

The Governments Spending Review, which confirmed departmental budgets up to
2024/25, will provide financial certainty and stability to allow for longer-term,
strategic financial planning. This will enable the completion and maintenance of the

20,000 additional officers recruited as part of the Police Uplift Programme.

The settlement for 2022/23 provides a total of up to £16.9 billion for policing in
2022/23, an increase of up to £1.1 billion on the 2021/22 funding settlement.
Available funding to Police and Crime Commissioners (PCCs) will increase by up
to an additional £796 million in 2022/23, including local flexibility to increase council

tax precept. This increase is broken down as follows:

» A £550 million increase in Government grant funding to PCCs. This additional
funding will support the final year of the Police Uplift Programme. This funding will
be allocated according to funding formula shares and £135 million of this will be

ringfenced and paid out in line with progress on recruitment.

» Up to £246 million additional funding from council tax precept, based on current
forecasts and assuming all PCCs maximise their precept flexibility. The
Government is enabling PCCs to increase precept by up to £10 for a Band D
equivalent property.
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The Government has also reaffirmed its commitment to recruit a further 8,000
officers as part of the final year of the Police Uplift Programme. The additional
officers to be recruited will be allocated based on the forces’ share of the core grant

under the police funding formula.

THE FUNDING SETTLEMENT TO DERBYSHIRE

The government grant settlement and precept flexibility allowed for up to a £10
increase for a Band D property, (equivalent to a 4.14% increase, or less than 20

pence a week for a Band D property).

£10 provides an extra £4.5m of additional income to Derbyshire through council

tax, bringing council tax funding to £82.3m.

The Constabulary has received £7.5m through its Core Grant in 2022/23 to support
Derbyshire’s share of the extra 20,000 police officers announced by the
Government, with a further £1.9m performance related ring-fenced payment linked
to achievement of the government’s targets. This will fund 113 additional officers
in 2022/23 as part of the wider national uplift, that will see 283 officers added to
our establishment by 31 March 2023.

Overall funding of £212.259m, based on a £10 precept increase. This sees our
funding increase by 6.0% between 2021/22 and 2022/2, allowing for a technical
adjustment to the 2021/22 baseline relating to Special Branch funding.

More detailed assumptions are covered later in the report.

Our Precept Options

With precept flexibility to set Council Tax increases of up to £10 (per Band D
Property), scenarios based upon 3 options of a council tax freeze and a £5 and a
£10 increase have been considered. The following table shows the additional
revenue raised from each precept option combined with the increase in the
taxbase. The taxbase increase is estimated to be 1.6%, raising an additional
£1.250m in revenue. In the case of the ‘freeze’ option, the additional income arises

solely from the projected increase in the taxbase.



High level analysis of 2022/23 precept options

Precept Band D Precept Generates an
Increase 2022/23 Increase Additional
(£ per yr) | (£ per yr.) (%) (£ per year)

£0 241.6 0.00% 1,250,401
£5.00 246.6 2.07% 2,886,410
£10.00 251.6 4.14% 4,522,419

When combined with the Government grants, the options for Precept increases
have varying impacts on our overall budget position for 2022/23. A precept freeze
would result in a budget shortfall of £0.255m, whereas a £10 (4.14%) increase
would yield a potential budget surplus of £3.016m, which could be invested in

policing priorities.

Precept Options
Budget Surplus / (Deficit) £
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Our Overall Funding

The provisional police funding settlement, combined with a £10 increase in precept
for a Band D property in 2022/23 together with the increase in the tax-base will
provide the Police and Crime Commissioner with available funding of £212.259m.

This would represent an increase of £12.0m (6.0%).
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Increase in Funding (2022/23)
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This increased investment will ensure that the force is able to maintain our
operational policing capabilities, to build upon the progress made so far to increase
the number of police officers and to direct additional investment and resources to

key priority areas of threat and risk and community safety.

The option to set a precept increase at £10 would yield a potential surplus of
£3.016m (1.44% of net budget) in 2022/23. This will provide much need additional
investment that will allow the Constabulary to meet increased demands on its
services and to strengthen policing in Derbyshire, demonstrating the
Constabulary’s commitment to deliver responsive policing across our communities

with a sound and sustainable budget.

We know from our future funding projections that the budget surplus for 2022/23 is
only a temporary position, with budget deficits predicted in the three following years
(2023724 to 2025/26). Whilst the extra precept funding (from a £10 increase) in
2022/23 will help to reduce these future deficits, it requires careful consideration
as to how any temporary surplus should be invested, so that our base budget
requirement does lead to increased budget shortfalls in future years. For this
purpose, the use of the surplus is being targeted towards one-off non-recurring

investments.

A number of Investment Plans are being considered by the Chief Constable in
consultation with the Police and Crime Commissioner (PCC). These are
highlighted in the prefaces from the Chief Constable and the PCC (and
summarised in para 3.13) and it is intended that investment will be focused upon
expanding upon our current capacities and capabilities with a series of one-off

expenditure, to directly address our areas of identified threat and risk and improve
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our services to the public. Areas of our policing that are being considered for

additional investment and an uplift in services are shown in the following table.

FORCE PRIORITIES POLICE & CRIME PLAN
-1
o
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1 |VULNERABILITY & FIGHTING CRIME- CRIME SUPPORT v v v 142,000
2 |VISIBILITY AND SAFER NEIGHBOURHOOD POLICING v v v v v v v 531,000
3 |RURAL CRIME TEAM v v v v v v B.ud.g.et R.E-
prioritisation
4 |ROADS POLICING v v v v v 223,000
5 |FIGHTING CRIME (KNIFE CRIME) v v v v 30,000
6 |SERVICES TO THE PUBLIC - CONTROL ROOM v v v v v 176,000
7 |VIOLENCE AGAINST WOMEN AND GIRLS v v v v v v v 155,000
8 |ENABLING DELIVERY — RECRUTIMENT AND TRAINING v v v v v v 200,000
9 |HR- EMPLOYEE RELATIONS / WORKFORCE PLANNING v v v v v 130,000
10 |PSU TRAINING v v v v v v v 150,000
11 |RESPONSIVE & VISIBLE POLICING - ESTATES v v v v v v 1,129,000
12 |VEHICLE TELEMATICS v v v v v v v v v v 150,000
TOTAL 4 |11 | 8 6 8 3 1|10 2 3 8 2 3 3,016,000

All of the above must be seen within the current economic and social conditions
that our communities find themselves. The public, through the Police & Crime
Panel and via consultation from the Office of the Police and Crime Commissioner,
must support any request to increase the annual precept. This is by no means
certain, and as such we must be mindful of addressing some, or all, of the issues
that our communities find important, whilst addressing the threat and risk

evidenced in the Force Management Statement.
With a £10 precept increase, equivalent to over £3m, we can:

e provide permanent funding for 20 Police Community Support Officers with
additional training to deal with anti-social behaviour and a focus on crime
prevention. These were only previously funded through to July 2022 but the
investment now enables us to maintain our commitment to addressing
neighbourhood crime and anti-social behaviour. We will utilise these to support
our Citizens in Policing and Mini Police Programmes, enabling closer work with

our communities and early positive engagement with young people. We will also



utilise these posts to co-ordinate our approach to tackle ASB, and ensure we work
effectively with partners, utilising all tools available such as civil orders. We will
train all PCSOs in crime prevention and ensure all Safer Neighbourhood Staff are
training and equipped to undertake this role. These roles will also be used to
provide an increase in resourcing to the Rural Crime Team. We will provide
additional resources to protect the vulnerable through a dedicated Missing
Persons and Exploitation Unit and direct additional resources into tackling Rural
Crime and Road Safety at the same time as providing a greater pursuit capacity
and capability across the county, increased off road capability and continual
support and commitment to fatal four initiatives to target both the criminal use of

our roads and to make our roads safer.

e We will improve the service to the public through increased investment in our
Control Room staffing and technology to improve public access and reduce 999
and 101 call waiting times. We will continue to work with partners to tackle
Violence against Women and Girls (VAWG) through increased night time

economy patrols, and provide officer training in this area.

e Through further work with our partners and the creation of dedicated roles, we
will provide improved services to protect the vulnerable, support victims and
safeguarding and target criminals to maximise civil orders and interventions,

focusing on those who breach such intervention with particular focus on stalking.

e We will direct additional funding and resources to our workforce and facilities to
help manage the national Police Officer Uplift Programme to support strong visible
local policing and to optimise the retention of key skills and resources across the

Force.

e We will continue with our ambitious estates Programme to ensure that our
buildings are fit for purpose, based within our communities with over £1.1m of

funding directed to provide new locations for Safer Neighbourhood Teams.

e We will continue to increase police officer training in the use of tasers to ensure

that our workforce is equipped to deal with the threats and risks they face.

e We will continue to robustly and visibly tackle the harm that knife crime causes in

our communities.

e We will also ensure we direct resources into ‘spend to save’ initiatives such as
vehicle telematics, to monitor our fleet usage, to improve its utilisation, reduce

operating costs and reduce our carbon footprint. We will provide dedicated in
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house training provision on how to deal with violent offenders. This will make sure
we deliver on the commitment to the public to drive efficiencies and provide value

for money to council tax payers.

In line with our commitment to reduce any future burden on precept increases,
£2.4m of the Investment Plan relates to one-off expenditure, with £635k being built
into the base budget to ensure that the ongoing cost of the 20 PCSO'’s is funded.

We will be able to continue to increase our police officer numbers with a further
planned increase of 113 officers by March 2023. This follows on from our
investment of 85 officers in both 2020/21 and 2021/22, meeting our commitment
to recruit 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 our investment in our people and technology, including early adoption of
the National Enabling Programme (NEP), which continues to deliver real benefits
to improve our information sharing and productivity to the front line. These
proposals build upon our commitment to ensure that investment is directed to
priority areas and remains sustainable, but also to provide sufficient investment to

meet new legislative requirements and emerging threat and risks.

Our Challenges in the Medium Term

The extra government funding announced for forces through the grant settlement,
combined with the flexibility to increase precept by up to £10 per property are by
no means a permanent solution to our funding challenges. However, the settlement
for 2022/23 provides a stable foundation to continue our commitment to improve
policing across Derbyshire. The underlying budget pressures remain, with further
costs and uncertainties in relation to pension remedy and pension liabilities,
essential investment in the Estates plan, transition to the Emergency Services
Network (ESN) all combined with increased costs for pay and inflation. The
announcement of the Policing Grant increasing by £100m for 2023/24 and £150m
in 2024/25 allows us to forecast with greater certainty our share of future
Government funding and our predicted financial position for the following four
years, albeit with reduced increases compared to previous years.

The Medium-Term Financial Plan (MTFP) forecasts future years budget

requirements based upon our funding and spending assumptions. The following



charts show the cumulative budget positions for each precept scenario and
demonstrates how decisions taken now will affect the level of future funding
resources. Whilst a £10 precept increase now will soften the impact on future
budget positions, there will still remain significant challenges to address our budget
gaps beyond 2023/24, even with the assumption of continued precept increases
up to the maximum permitted levels to 2024/25.
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3.19 From prioritising the 2022/23 Investment Plans to areas of one-off expenditure the

3.20

budget gap in 2023/24 is minimised and forecast to be £0.883m. A force Savings
Plan will be managed through the Productivity and Efficiency Board to set out
where and how these savings will be achieved, with the Cost of Policing

Programme driving efficiencies alongside continued good financial management.

Significant cost pressures are forecast from 2024/25 to fund the necessary
investment in our estate and buildings, together with the inclusion of a 5% (£4.0m)
projected increase in employer pension contributions. It is projected that the on-
going cost of higher pension benefits as a result of the Pensions Remedy, arising
from the McCloud Sargent case, will be built into the scheme valuation process
and reflected in the 2024/25 employer and employee contribution rates. The impact
of such increases has been submitted to Home Office by the National Police Chiefs
Council (NPCC) as part of the Spending Review submission and whilst it is hoped
that significant funding would be made available to meet this significant cost it is
advisable to recognise the risk of an increase in on-going pension costs within our
medium-term financial plans. It is important to highlight that, even with any

Government protection to support future pension remedy costs, it will still require a
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robust savings and efficiency plan to help address significant future budget gaps
from 2024/25.

Our Plans to Address Them

We will continue to progress the ‘Cost of Policing’ resource allocation process to
ensure that our resources are appropriately allocated to our services based upon
a model that considers threat, risk and harm and are aligned to our force priorities
and the Police and Crime Plan. The Productivity and Efficiency Board will deliver a
longer-term savings plan that helps to reduce overheads, delivers continuous
improvement and achieves both cashable and non-cashable savings to help

towards achieving a balanced budget.

Our Capital Programme

We have increased our already significant contribution to our capital programme
from the revenue budget by a further £0.167m. This will see our revenue
contribution increase to £3.439m for 2022/23. The £0.167m increase replaces
Government grant funding for Capital which has been steadily decreasing since
2009/10 and is now to be withdrawn completely in 2022/23. The contribution from

the revenue budget will help to reduce the amount of borrowing that is required.

Our 4 Year Capital Programme (2022/26) includes over £67m of investment into
our Estate, including £8m for locations for Safer Neighbourhood Teams, £35m
towards a new Divisional HQ in the North, £12m for the North West Division and
£9m to replace older buildings within our HQ site. This will ensure that we can
continue to deliver a fit for purpose police estate and infrastructure that aims to
deliver longer term efficiencies, that provides the best fit for operational service
delivery and partnerships at every level, whilst contributing towards achieving our
Environmental Sustainability Strategy.
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Reduction in the Government Capital Grant
(2009/10 to 2022/23)
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Our Business Case

Derbyshire continues to be a safe County and the investment last year into our
priority areas is having a real positive impact. The preface from the Chief Constable
includes the positive impact of previous investment. The Force continues to meet
the Home Office tests to allow it to increase its precept. Reserves are below the
average for Forces nationwide, procurement savings targets set by the Home Office
are being met, income generated by the Force is above the national average and
the Force maintains a low cost per head of population when compared with other

Forces.

With the proposed additional investment from a £10 precept being targeted towards
the Commissioner’s Police and Crime Plan and Force Priorities, it provides a major

opportunity for the Force to continue to make Derbyshire safer together.
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THE NATIONAL PICTURE

WHAT’S HAPPENED THIS YEAR?

The Home Office published a provisional settlement for 2022/23 on 16 December
2021 on which it has requested feedback from stakeholders. The deadline for
submissions to the consultation was set at 14 January 2022. The settlement followed
the first three year Spending Review for several years and was announced against a
mixed economic backdrop. While the landscape had been gradually improving
following the phased re-opening of the economy, significant difficulties remain.
Inflation is a major concern and has already reached the 5% figure, which the Bank
of England had predicted to occur during 2022.

coronavirus may potentially see the re-introduction of lockdown measures and there

is still uncertainty around the impact of Brexit.

The key headlines announced in the provisional settlement are set out below:

Core Grant, including ring-fenced amounts for the Police Uplift Programme
and Pensions Support, increases from £9.1bn to £9.6bn a difference of
£548.9m or 6.1%;

Within this total a ring-fenced grant of £135m is made available to support
year 3 of the PUP (a target to recruit an additional 8,000 officers);

A further £142.6m is ring-fenced for Pension Support which is frozen at the
2020/21 level.

The uplift of 8,000 additional officers is to include 425 offices to strengthen
policing’s presence in Regional Organised Crime Units (ROCU’s).

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

A £340.2m (33%) increase in reallocations of funding to the centre from
£1.03bn in 2021/22 to £1.37bn in 2022/23.

Capital grant funding to PCC’s has been stopped

£188.1m capital funding for national priorities and infrastructure is included
within re-allocations.

In addition, further waves of
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WHAT ELSE DO WE THINK WILL IMPACT ON US?

The Impact of COVID 19

The COVID 19 Pandemic has resulted in unprecedented uncertainty on public
finances and the finances of the Constabulary, both in terms of additional costs and
income streams. This uncertainty has continued throughout 2021/22 as further
variants of the virus continue to emerge and is now expected to have a financial
impact into 2022/23. The budget proposals have been calculated based upon the
best available information with regards to the impact that the pandemic is likely to

have on our services and Policing’s continued response to help contain the virus.

Since the outbreak of the Covid pandemic in March 2020, the Force has responded
with a commitment to protect the public, working closely with partners across Derby
and Derbyshire to help mitigate the impact of Coronavirus within our communities.
This has brought about unprecedented challenges for our officers and staff. New
working practices have been adapted and implemented to ensure that our workforce
has the necessary equipment and support to perform their roles safely, whilst

continuing to tackle crime and keeping communities safe.

A Covid related Reserve Fund has been established to cover future costs, income
losses and any financial loss thorough lower Council Tax collection rates. This is to
be a ringfenced reserve through until 2023/24.

Reallocations of funding

In 2022/23 the top-slices/reallocations from total Police Service funding will be
£1.37bn, £340m more than last year. Primarily this difference comes from an
increase in Police Technology Programmes at £121.8m with an additional £325m
going to new programmes, including Police and CJS Performance, Crime Reduction
Programmes, Crime Reduction Capabilities, Rape Review, Drugs / County Lines,

Capital Reallocations and Fraud. The table below shows the allocations for 2022/23:
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Police Funding - National Reallocations

2022/23

£m
PFI (Private Finance Initiative(s)) 71.6
Police technology programmes 606.5
Arm’s length bodies 68.7
Police Uplift Programme 12
Forensics 25.6
Top-ups to NCA and ROCUs 33.2
National Capability Programmes 65
Serious Violence 50.1
Special Grant 62.4
Crime Reduction Programmes / Capabilities 59.3
Capital Re-allocations 188.1
Other 131.2
Total Reallocations and Adjustments 1,373.70

Council Tax Referendum Principles
The Written Ministerial Statement accompanying the provisional settlement confirmed
the proposed council tax referendum principles announced within the Spending
Review 2021. These propose that PCCs will be able to increase their relevant basic
amount of council tax by up to £10 in 2022/23, and in the following 2 years, without
the need to call for a local referendum.

Grant Allocation

The settlement confirms that the PCC will receive the following grants in 2022/23:

Derbyshire Allocations 2 guee Change
£m £m £m
Home Office Police Grant 721 76 3.9
Ex DCLG1 Formula Funding 42.7 45.2 2.5
Sub-total 114.8 121.2 6.4
Council Tax Grants 10 8.7 -1.3
Total — General Funding Grants 124.8 129.9 5.1
Pension Support Grant 1.9 1.9 -
Police Uplift Programme Grant 1.4 1.9 0.5
Total — All Police Grants 128.1 133.7 5.6

Under accounting rules, the Pension Support grant and the Uplift Programme grant
are treated as income within the overall budget requirement. In addition to these
funding streams the PCC receives a grant from the Ministry of Justice to fund victim

and witness services. For 2022/23 the PCC awaits the final announced figure but

has assumed £1.284m at the time of writing (£1.284m in 2021/22).
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The Government Grant allocations continue to be the main source of funding for the
Constabulary, with Council Tax precept income meeting the additional running costs
for the force. The proportion of Grant to Council Tax has changed significantly during
the past seven years, which has resulted in a greater proportion of funding through
Council Tax, with now nearly 40% of our budget funded through Council Tax
compared to 30% in 2014/15.

Proportion of Annual Funding
(Precept v Govt Grant)
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150,000,000
100,000,000
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A year on year comparison of our funding sources shows how Government Grant
has only increased by 13% since 2014/15, largely as a direct result of grant
reductions and spending cuts. During the same period, the Net Revenue Budget for
the Force has increased by 29% from £164.7m to £212.3m, placing a greater
reliance upon precept as a means of balancing the budget, with precept income
increasing by 65% from £49.9m to £82.3m.

Comparison of Annual Funding Allocations
(2014/15 to 2022/23)
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VALUE FOR MONEY

The Constabulary continues to demonstrate value for money and performs well in
national comparators. The most recent procurement data shows cashable savings of
£0.301m for 2020/21 and a further £0.349m since April 2021. The Constabulary also
plays a significant role in supporting the National Enabling Programme (NEP) and the
Police Digital Service (PDS), both of which drive VFM. Through NEP the
Constabulary has delivered cashable savings of £0.786m plus a further £1.979m of

non-cashable savings alongside £0.245m of savings from the PDS.

A review of ‘good financial management’ arrangements across our services has
resulted in budget reductions of £2.9m from the 2022/23 Budget. This has been
achieved without any detrimental impact on our service delivery. These savings have
helped to reduce the base budget requirement and contributed towards a budget
position that sustains critical investment in services whilst creating funding towards

one-off investment proposals.

Description £m
Other Approved changes in Officers / Staff (280,200)
Removal of Police Staff Posts (30,900)
Injury Allowances (72,000)
Changes in Estate / Fleet running Costs (72,100)
Travel Savings re Covid Pandemic (74,400)
Reduction in Mobile Phones (30,000)
Reduction in Photocopying Contract (20,000)
Infrastructure Maintenance (94,000)
Insurance Premiums (412,900)
New Interpreters Contract (30,000)
Misc. - Supplies & Services (26,200)
PFI MRP Review (983,500)
Increase Profit Share on Police / Fire LLP (100,000)
Income Review (329,300)
Partnership Review (57,900)
Reduction in OPCC costs (47,100)
Reduction Of Op Priorities funding base budget (272,813)

Total Budget Reductions (2,933,313)

Further cashable savings are planned through the Agile Working project and Project
Evolve, to optimise further business benefits working with Office 365 productivity

tools.
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6.2.1

6.2.2

6.2.3

6.2.4

6.3

Income Generation

Income provides the Force with opportunities to deliver services and quality to the
force’s strategic and policing plans, above that which would be available with statutory
funding. The NPCCs key principle is ensuring that Forces can properly balance
resources to provide a level of policing that is fit for purpose by making appropriate
decisions on when and what to charge for police services within the current legal

framework.

In October 2021, the force approached CIPFA to undertake an assessment of where
Derbyshire are compared to others and to identify any significant opportunities in

respect of Income Generation.

Based upon Police Objective Analysis returns for the three year period 2018/19 to
2020/21, the review found that Derbyshire Constabulary performed better than the
average of all forces and significantly outperformed other forces for income generated

per officer.
TOTAL INCOME FOR AN AVERAGE FORCE REPORTING
Average Derbyshire
£000's £000's
2018/19 22588 22751
2019/20 24573 24819
2020/21 19532 27380

The review concluded that overall, the Force gains more total income than the

average Force.

The collaboration with Derbyshire Fire and Rescue Service continues to demonstrate
ongoing benefits and opportunities for savings and closer working and the work
through the East Midlands Special Operations Unit (EMSOU) also maximises the
resources for specialist policing operations. Collaboration with DFRS continues

where opportunities arise including the following areas during the past twelve months:
o Implementation of a joint transport system

o Joint contracts for Treasury Management, banking and travel advice Joint
Property team and helpdesk

o Joint Maintenance, Design, Contractor frameworks



. Continuation of co-location projects

o Police procurement support for Fire BA replacement, fleet and HR system
replacement with £0.436m of contracts procured for Fire and £1.816m of

joint contracts.

7. WHAT ASSUMPTIONS HAVE WE MADE? WHAT COSTS DO WE NEED TO
COVER? WHAT INVESTMENT DO WE NEED TO MAKE?

Assumptions
7.1 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.

7.2 In developing and refining the budget and the forecasts the following underlying
assumptions have been made:

e The public sector pay freeze implemented for 2021/22 will end in 2022/23, as
announced in the Chancellor's Spending Review 2021. Taking into account
current and forecast levels of inflations, a 3% pay award has been allowed for
in 2022/23, followed by a 2.0% award in each of the following 3 years. Any pay
settlement in excess of this assumption would be funded from reserves in the
short term.

e As announced in Spending Review 2021, employer’'s National Insurance
contributions will increase by 1.25% from April 2021, funding for which is to be

met from the overall Police Settlement

e An increase in council tax precept of £10 in 2022/23 (4.14%) and for the
following two years, reverting to 2% in 2025/26.

e Derbyshire’s Council Tax base increases by 1.6% in 2022/23 and by 1.5% per
year in each of the next three years. The increase for 2022/23 is based on
provisional figures provided by billing authorities.

e As part of Spending Review 2021 grant funding increases for Police Forces
were announced for a further two years, 2023/24 and 2024/25. Whereas the
increase for 2022/23 over 2021/22 is £550m, those announced for the next two

years are £100m and £150m respectively. If these amounts were distributed
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according to current formula shares, this would give grant increases of 1.0%
and 1.6% for Derbyshire in the two years following 2022/23.

e The Home Office will continue to provide funding towards the Regional and
Organised Crime Units (ROCU’s).

e The transfer of Special Branch costs to a specific Counter-Terrorism funding
stream is now being implemented from April 2022.

¢ An assumption that there will be some flexibility in managing the increase in
police officer numbers with budget provided for the additional 113 officers to be
recruited evenly throughout the year.

e Continuing provision will be needed for support and other costs associated with
the Police Uplift Programme. £1.0m per annum has been built into the budget
for these costs, £0.259m of which is currently unallocated.

¢ No provision has been made at this stage for any changes to the national Police
Funding Formula.

e As advised by the NPCC’s lead on pensions, it is recognised that employer
pension contribution rates may increase by up to 10% from 2024/25 as a result
of higher benefits being payable following the McCloud case. A 5% increase
has been allowed for in the MTFP, with an expectation that government

assistance will be made available similar to the Police Officer pension increase.

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. General inflation, as
measured by the official national statistic of CPI-H has risen from an annual rate of
0.9% in January 2021 to 4.6% in November, the highest it has been for over 13 years.
The Bank of England is forecasting that CPI will peak at around 5% by April 2022.

The impact of inflation on the Constabulary’s costs has been assessed for key budget
headings, and it has been considered prudent to add £1.590m into the 2022/23 budget
for non-pay inflationary cost pressures. This includes £0.543m for premises utility
costs (65%) and £0.134m for vehicle fuel (14%).

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
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changes that have occurred in this section for 2022/23 include:

Description £m
Pay Awards 2.711
Increase in Employer’s National Insurance 1.385
Specific Price Inflation 1.59
Contributions to regional policing 0.275
Total unavoidable costs 5,961

Maintaining, Sustaining and Supporting

A significant part of the 22/23 budget increase relates to costs that are required
to both improve and maintain performance, to meet the Commissioner’s and
Constabulary’s priorities and to meet the growing demands on the Constabulary.
The significant budget increases are identified below:

Description £m
Maintaining and sustaining investment
Additional Police Officers funded through the

: : 2.979
Police Uplift Programme
Body-Worn Video — enhanced data storage 0.053
Upgrade to NICHE system 0.102
Other IT systems 0.039
Uniforms and Specialist Equipment 0.081
Revenue Support for Capital Investment 0.383
(debt charges and RCCO) )
PCC Grants & Commissioning — net of

L 0.134

partner contributions
Total 3.771




Description £m
Other areas of investment to support the
front line and the vulnerable
Increases to Police Staff establishment /

0.326
amended vacancy factors
Officer and Staff Overtime 0.376
Firearms / Taser training 0.178
Extension of FME contract at the Sexual 0.083
Assault Referral Centre ]
Special Crime Expenses 0.100
Vehicle Recovery activity 0.098
Other Investments and Business Cases 1.000
Total 2.161

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

Our Force Priorities
The baseline budget for 2022/23 has been designed to ensure that we align our
financial resources against the Force Strategic Priorities and the PCC’s Police and

Crime Plan.

OUR PRIORITIES

Vulnerability Fighting Qur Prevention and Responsive and Service to Trust and
Crime People Partnerships  Visible Policing  the Public Legitimacy

The Workforce Strength
The table below provides a summary of the changes to the funded establishment built
into the 2022/23 revenue budget including the uplift from the Governments proposed

grant for extra Police Officers:
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. Police , Police Total
A officers | TS | staff | starf | oW

2021/22 Funded Posts — Precept Report 1,918 199 1,419.80 | 1,618.80 | 3,536.80
Additional uplift officers allocated by the 9 9
Home Office during 2021/22
2022/23 Uplift Officers 113 113
Special Branch officers / staff moved to -16 4 -20
externally funded establishment -4
Temporary OPCC staff 2 2 2
Operational Priorities Fund — additional
CMARC operators 14 14 14
Operational Priorities Fund — additional 9 9 9
Neighbourhood Investigation Officers
Operational Priorities Fund — Business 5 2 2
Architect and IS Installation Technician
Training and Positive Action posts from Uplift

. 5 5 5
Implementation Fund
Learnmgl& Development Staff transferred 35 35 25
from region
Other Police Staff changes 2.3 2.3 2.3
Projected 2022/23 Funded Posts — 2,017 199 1453.6 1652.6 3669.6
Precept Report

e 4 ofthe 85 uplift posts recruited in 2021/22 were allocated to the East Midlands ROCU.
Derbyshire’s share of a further 54 officers to be allocated to the ROCU over the next
2 years will be taken from the 113 uplift officers to be recruited in 2022/23.

WHAT IS THE EXPECTED OUTCOME? - 2022/23 DRAFT BUDGET SUMMARY

The tables below provide a summary of the 2022/23 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.

The proposed draft budget for 2022/23 for the Office of the Police and Crime

Commissioner is summarised in the table below:

Approved Budget Draft Budget
Office of the Police and Crime Commissioner

2021/22 (£m) 2022/23 (£m)
Commissioner’s Office 1.353 1.346
Crime Prevention Fund 0.275 0.275
Community Safety Fund 1.839 2.054

Victim and Witness Services 1.727 1.979




Other Partnership Contributions

0.036

Revenue Contributions to Capital 3.272 3.439
Debt Charges 0.688 1.674
Interest Receipts (0.010) (0.010)

Contribution from Reserves (0.100) (0.100)
Contribution to Reserves 1.324 0.003
Grant from the Ministry of Justice (estimate) (1.284) (1.284)
Local Authority Contributions (0.628) (0.941)

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

Derbyshire Constabulary 183.194 190.432
East Midlands Collaboration 9.727 10.211
BCU Fund 0.318 0.318
Partnerships 0.607 0.549
Operational Priorities Fund * 1.334 -
swow | wew] ]
Contributions from Reserves (1.042) (0.703)

ﬁ

* The ongoing costs from the 2021/22 Operational Priorities Fund totalling £1.061m have been added into appropriate budget

headings in the 2022/23 Budget.

9.4  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: -
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Approved Draft
East Midlands Collaboration Budget Budget
2021/22 2022/23
£m £m
EMSOU Serious and Organised Crime, incl TSU 5.030 5.365
Major Crime 0.180 0.184
Forensics 1.992 2.097
. . . . 0.853 0.901
HR Service Centre - Derbyshire / Leicestershire
Learning and Development / Occupational Health 0.916 0.832
Legal 0.415 0.444
Contribution to Regional Teams 0.331 0.378
Crimestoppers Regional Manager 0.010 0.010
Total Collaboration 9.727 10.211

Council Tax base

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. The Tax Base steadily increased from 2014/15
to 2020/21 with average annual growth of 1.5%. The rate of increase sharply reduced

to 0.3% for 2021/22 as a result of the Coronavirus pandemic.

estimates provided by billing authorities a 1.61% increase over 2021/22 is forecast

for 2022/23.

Derbyshire Council Tax Base
(Band D Property,

330,000.00

1.4%

1.0%
0.8%

)
320,000.00 6%
310,000.00 12%
300,000.00
290,000.00 0.6%
280,000.00 I

0.0%

0.4%
0.2%

270,000.00
2014/15 2015/16 2016/17 2017/18 2018/19 2019.20 2020/21 2021/22 2022/23

Billing authorities are not required to finalise their tax bases until the end of January.
Based on provisional returns, the total tax base for the PCC for 2022/23 is expected

2.0%
1.8%

Based on provisional

Annual % Increase in Council Tax Base

2014/15 2015/16 2016/17 2017/18 2018/19 2019.20 2020/21 2021/22 2022(23

to be 327,128.50 and this figure is broken down by authority in Annex E.
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In addition to the Precept based on the PCC’s 2022/23 approved Council Tax, billing
authorities are required to share out any estimated surplus or deficit on their council
tax collection accounts which relates to the previous year. Among other effects of the
covid-19 pandemic council tax collection rates were adversely impacted by the

resulting economic slowdown and in consequence the Government committed to:
e funding up to 75% of irrecoverable council tax losses

¢ allowing the deficits to be spread across 3 years rather than the usual period

of a year.

Accordingly, during 2021/22 the PCC received a share of the £670m Local Council
Tax Support Grant allocated by the government to fund irrecoverable losses. This
share totalled £1,312,068, based on returns submitted by billing authorities. After
offsetting a small overall net deficit on collection accounts payable during 2021/22 of
£52,000, the remainder of the grant will be put to an earmarked reserve to meet

potential deficits in 2022/23 and 2023/24, as required by the regulations.

Due to the deadlines for when billing authorities are required to calculate and report
the estimated position on their Collection Funds, the PCC’s share of any surpluses
or deficits has not been factored into the 2022/23 budget. Any overall deficit that the
PCC is required to pay to billing authorities during 2022/23 will be debited against the
grant brought forward within the earmarked reserve. If a surplus is due to be

received, this can be used to support the overall budget position.

Band D Council Tax

Assuming the PCC opts for a £10 increase, the maximum allowed by the Government,
the recommended Band D Council Tax proposed for 2022/23 is £251.60, an increase
of 4.14% on the comparable figure for 2021/22.

Precept Increase
£10

Net Revenue Budget £212,259,465
Budget Increase (%) 6.0%
Proposed Council Tax Requirement £82,305,531
Police Council Tax (Band D) £251.60
Police Council Tax Increase (£) £10.00
Police Council Tax Increase (%) 4.14%
Proposed Contribution from reserves £0m
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WHAT DOES THE FUTURE FINANCIAL POSITION LOOK LIKE? (2002/23 to
2025/26)

The impact of the budget proposals for 2022/23 and key assumptions based on relatively
limited information 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, assuming that the Core Policing Grant increases in line with the previous
Spending Review announcement. and that further funding for Uplift officers continues
through ring fenced grant. It also assumes a £10 precept increase is approved in each

of the next 3 years and shows the extent of the challenge that remains.

. 2022/23 2023/24 2024/25 2025/26
Medium-Term Forecast 2022/26 £m £m £m £m
Previous Year's Gross Expenditure 202.630 212.259 221.093 233.090
Transfer of Special Branch (1.055) - - -
Previous Year's Gross Expenditure 201.576 212.259 221.093 233.090
Pay Awards and Inflation increases 5.686 4.079 3.755 3.582
Other spending pressures reductions 2292 6.106 7 241 2818
Contribution to Council Tax Support Reserve 131 1 - - -
New Business Cases 1,000 1,000 1,000 1,000
PCC's investment for 2022/23 3016 (2.351)
Net Revenue Budget 212.259 221.093 233.090 240.490
Projected Funding (212.259) (220.210) (227.064) (232.832)
Forecast Base Budget (Surplus) / Deficit (0.000) 0.883 6.025 7.658

It is vital that Derbyshire Police continues to explore opportunities to deliver savings
to fund future investment so that we can maintain appropriate reserve levels and that

ongoing enhancements to service levels are self-financed through saving plans.

PUBLIC CONSULTATION AND ENGAGEMENT

The Commissioner launched an online public budget consultation in December,
following notification by the Government of the precept flexibility offered to Police &
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Crime Commissioner’s for 2021/22. The consultation aimed to seek the public’s view
on the amount of council tax that local residents pay towards policing in Derbyshire.
The consultation included options ranging from 0% (a freeze in council tax) up to a

£12 to £15 increase (i.e. the increase from last year) based on a band D property.

To ensure the consultation was promoted effectively, details were publicised through
social media, the Commissioner's website, along with being distributed to key
stakeholders including members of the public. In addition, a press release was issued

by the Commissioner which was circulated to local news outlets within Derbyshire.

Following closure of the consultation, a total of 1,731 responses were submitted by
Derbyshire residents. Responses were received from each of the 9 local authority
areas (which includes Derby City). The results showed that overall, 62.9% of
respondents supported a precept increase ranging from £5 and up to £15 per year.
Additionally, over a quarter of all respondents (27.2%), indicated they were supportive

of the top increase option of between £12 and £15 per year.

WHAT ARE OUR RESERVES LEVELS LIKE?
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:

e The 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 — particularly arising from ‘McCloud’ rectification’.

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

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

e Introduction of the Emergency Services Network (ESN).
e Impact of Brexit.

e Ongoing impact of the Covid-19 pandemic in terms of the costs of any
policing response, reductions in Fees & Charges income and suppression



of the local Council Tax base.

11.2 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 following table shows the projected level of reserves up to 2025:

Balances Estimated Estimated Estimated Estimated
at 31/03/21 Balances Balances Balances Balances
at 31/03/22 | at 31/03/23 | at 31/03/24 | at 31/03/25
£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 2.883 5.492 5.280 5.280 5.280
Carry-forwards 0.840 0.428 0.428 0.428 0.428
PCC Grants & Commissioning 1.166 1.066 0.966 0.866 0.766
Covid-19 Funding Reserve 0.757 0.257 0.000 0.000 0.000
Officer Uplift Support Costs Reserve 0.497 0.497 0.000 0.000 0.000
Local Council Tax Support 0.000 1.257 0.629 0.000 0.000
Sub-Total 6.143 8.998 7.303 6.574 6.474
Non-useable:-
PFI - llkeston 0.924 0.843 0.747 0.640 0.523
PFI - Derby 1.754 1.417 1.024 0.596 0.129
Insurance 0.147 0.152 0.154 0.156 0.158
Sub-Total 2.825 2.412 1.924 1.391 0.809
TOTAL EARMARKED RESERVES 8.968 11.410 9.227 7.966 7.284
TOTAL RESERVES 14.468 16.910 14.727 13.466 12.784

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.

12. 1S OUR BORROWING AFFORDABLE?

12.1

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




revenue budget. Any agreed 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.



13.

13.1

13.2

13.3

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
(MTFS).

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.



13.4

ASSURANCE OF THE CHIEF CONSTABLE’S CHIEF FINANCIAL OFFICER

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

assurances: -

The main assumptions and estimates, for compiling the budget are set out within
the report and the figures for the 2022/23 budget have been based on these
assumptions.

The recommendations are consistent with the medium term financial 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 reduced in 2023/24 based on
current forecasts without any savings and savings programme targets for future
years.

Future financial implications up to 2025 have been analysed but can only provide
an indication of the potential financial position that the Constabulary and
Commissioner will face, particularly with the likely volatility of council tax income
and one off grants that have been provide in support so far. This reflects all
known factors that could have an impact on these financial plans up to 2025.
The impact of increased funding through ring fenced grants will also require
careful monitoring and the Cost of Policing Programme will be required to deliver
savings to sustain the budget in the short and medium term and will be
monitored through the Force’s Productivity and Efficiency Board and the
Financial Assurance Board with the PCC.

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.



13.5

ASSURANCE OF THE POLICE AND CRIME COMMISSIONER’S CHIEF

FINANCIAL OFFICER

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

assurances: -

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

e CIPFA Code — the MTFS 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.

e 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 2022/23
the revised Referendum Principle is £10 for Police & Crime Commissioners.
Increases in council tax secure year on year funding, as being a part of the
base revenue budget.

e 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 2022/23.

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.

e Medium Term implications — | consider that the MTFP presents a best estimate
of the future financial pressures that the Commissioner will face. It should be
noted that inherent within the MTFP are assumptions that (a) the pensions

remedy is funded by the government although allowance has been made for



the increased employer pension contributions, (b) the precept is increased by
£10 in 2022/23 and £10 for the next two years in line with government
settlement announcements and (c) that 3% (dropping to 2% from 2023/24) pay
inflation will apply in the future. Movement in any of the 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.



POLICE & CRIME COMMISSIONER FOR DERBYSHIRE

Revenue Budget Projections 2022/23 to 2025/26

Annex A

notes 2022/23 2023/24 2024/25 2025/26

PROJECTED STAFFING LEVELS 21/22 fte's fte's fte's fte's

Police Officers 1,918 2,033 2,033 2,033 2,033

PCSO's 199 199 199 199 199

Police Staff 1,420 1,449 1,449 1,449 1,449
TOTALSTAFFING 3537 3681 3681 3681 3681
PROJECTED BUDGET REQUIREMENT £m £m £m £m
Previous Year's Budget Requirement 202.630 212.259 221.093 233.090
Removal of Special Branch from Force Budget ( 1.055)
Adjusted Base Budget Requirement 201.576 212.259 221.093 233.090
Pay & Price Increases
Full Year Effect of Previous Year's Pay Award:-

Police Officers 1.381 0.966 1.033

Police Staff 0.066 0.440 0.450 0.463
Provision for Current Year's Pay Award & Inflation:-

Police Officers pay award 1.829 1.306 1.363 1.445

Police Staff pay award 0.816 0.620 0.635 0.653

1.25% National Insurance increase 1.385

Non-Pay Inflation 1.263 0.128 0.133 (.241)

Collaboration - inflationary increases 0.327 0.204 0.208 0.229
Total - Pay & Price Increases 5.686 4.079 3.755 3.582
Previous Year's Budget updated for Pay & Price changes 207.262 216.338 224.848 236.672
Other Ongoing Changes (eg from government / policing service / previous PCC decisions)

Review of Office of the PCC running costs (.047)

PCC - Grants and Commissioning budgets 0.448

less: Contributions from Partners (.313)

Estimated Uplift Officers 3.484 2.575

less: Earmarked Uplift Grant (.505) 1.949

Police Officers - Increments / Turnover (.277) 0.352 0.927 1.027

Police Officers - Misc Allowances (.065)

Police Officers - Overtime (no of Bank Holidays) (.258) (.263) 0.134

Police Officers - Overtime (other changes) 0.163

Police Officers - Housing Allowance eligibility (.108) (.102) (.102) 0.000

Police Officers - Pension Scheme revaluation 3.961

Police Officer Injury Pensions (.072)

Police Staff - Increments / regrades 0.241 0.483 0.492 0.483

Police Staff - Removal of 20 additional PCSQ's (.445)

less: Contribution from Reserves 0.378 0.212

Police Staff - other changes 0.143

Ascot Drive / Cotton Lane running costs (.100)

Other Pemises Costs 0.095

Fleet Mileage 0.061

Review of Travel Budgets (.074)

Vehicle Insurance Excess costs (.155)

Other Fleet/Transport costs (.003)

Op Support Uniforms and Equipment 0.109

New payroll contract / other financial contracts (.072)

Vehicle Recovery Contract charges 0.196

less: Vehicle Recovery income (.098)

Other Supplies and Services 0.071 (.005) 0.017

Debt Charges - current borrowing (.259) (.493) (1.510) (2.915)

Debt Charges - new borrowing 0.474 1.772 3.161 4.040

RCCO - increase to replace Capital Grant 0.167

Profit share from Police / Fire LLP (.100)

Court Compensation Income (.150)

Special Services Income changes following end of Covid-19 restrictions (.109)

Other changes in income (.170)

Review of Force Partnerships (.058)

Cash Contributions to Regional Units 0.275

Changes in specific Reserve contributions (.049) (.045) (.050) 0.327
Total - Other Ongoing Changes 3.077 6.439 6.633 3.095
Previous Year's Budget plus previously agreed / known changes 210.339 222.777 231.481 239.767




Iltems arising after 2021/22 Precept Meeting

Police Staff - Temp increase in CMARC overtime 0.398 (.213)

Revised Cleaning Contract 0.064

Tasers - refresher courses and additional officer training 0.150

Body-worn video replacement - additional cost 0.053

Upgrade of NICHE system 0.102

Other changes in IT systems / hardware (.085)

SARC FME contract - additional cost 0.083

Rural Crime Team - running costs 0.020

Special Expenses re Crime 0.100

2021 Insurance Tender (.413)

Review of MRP for PFI schemes (.984) (.121) 0.609 (.277)

Recharges to EM Region for technical support to Units 0.000
Total - Items agreed / arising after 2021/22 Precept Meeting (.512) (.334) 0.609 (.277)

Remove unallocated amount from 2021/22 Op Priorities Fund (.273)

Provision for new Growth Items 1.000 1.000 1.000 1.000

PCC's investment for 2022/23 3.016 (2.351)

Remove one-off contribution to Council Tax Support reserve (1.311)
BUDGET REQUIREMENT FOR YEAR 212.259 221.093 233.090 240.490
FUNDING FOR BUDGET REQUIREMENT notes £m £m £m £m
Central Government Funding

Formula grant (121.253)| | (124.648)| | ( 126.829)| | ( 129.366)

Council Tax grants (8.700) ( 8.700) (8.700) (18.700)
Total - Central Government Funding (129.953)| | (133.348)| | ( 135.529)| | ( 138.066)
Precept Funding

Previous year Council Tax Funding (77.784) ( 82.306) ( 86.862) (91.535)

Change in tax base - annual growth (11.250) (1.235) (11.303) (1.373)

Change in Band D Council Tax (3.272) (3.321) (3.371) (11.858)

Change in Collection A/c Surplus / (Deficit) 0.000 0.000 0.000 0.000
Total - Precept Funding ( 82.306) ( 86.862) (91.535) (94.766)
TOTAL PROJECTED FUNDING (212.259)| | (220.210)| | ( 227.064)| | ( 232.832)
BUDGET (SURPLUS) / DEFICIT | | (.000) 0883| | 6.025| | 7.658
Contribution from Operational Funding / Investment Reserve | | 0.000 0.000 | 0.000 | 0.000
REMAINING (SURPLUS) / DEFICIT NOT FUNDED [ | (.000) 0883 | 6.025| | 7.658




Office of the PCC - 2022/23 Budget (Detail)

ANNEX B

2021/22 Full Year Other 2022/23
Account Budget Heading Base Inflation Increments Changes PROPOSED
Budget BUDGET
1100 Police Staff Pay 800,600 9,300 2,500 (1,500) 810,900
1120 Police Staff Overtime - Plain Time 1,100 1,100
1140 Police Staff National Insurance 80,000 10,400 200 600 91,200
1160 Police Staff Superannuation 111,900 1,300 300 (800) 112,700
1501 Training Courses 5,000 2,500 7,500
1602 Recruitment Advertising 1,000 500 1,500
1603 Interview Expenses 500 500
2210 Hire of Rooms 1,200 (200) 1,000
3200 Police Vehicle Fuel 400 100 500
3300 Hire of Vehicles 1,200 1,200
3400 Other Mileage (PSV) 11,000 (5,500) 5,500
3403 Rail Travel 8,000 (4,000) 4,000
3408 Car Parking, Taxis, etc 1,000 (250) 750
4000 Equipment - General 3,000 3,000
4040 Furniture 2,500 (500) 2,000
4100 Accommodation / Hotel Expenses 1,800 (300) 1,500
4101 Subsistence Expenses 400 400
4291 Meals / Refreshments 1,700 (950) 750
4400 Printing and Stationery - General 5,000 (2,000) 3,000
4401 Publications 500 500
4505 Financial Contracts 48,000 7,000 55,000
4520 Professional Fees 22,400 (2,400) 20,000
4543 Professional Fees - Legal 17,600 17,600
4575 Engagement and Communications 46,500 46,500
4635 Software Purchase 17,500 (2,500) 15,000
4740 JARAC Attendance 12,000 1,000 13,000
4741 JARAC Mileage 1,000 1,000
4805 Non-Recruitment Advertising 4,900 (900) 4,000
4807 Conference Expenses 2,500 2,500
4888 Bank Charges 21,800 (9,800) 12,000
4890 Misc. Expenditure 25,000 (11,500) 13,500
4895 National & Regional Membership Fees 96,000 96,000
Office of the PCC - Total Budget 1,353,000 21,000 3,000 (31,400)| 1,345,600




ANNEX C

2022/23 PROPOSED BUDGET

Services Commissioned via the Chief Constable

Police Officers

Community Support Officers
Other Police Staff

Police Pensions

Other Employee Expenses
Premises

Transport

Supplies & Services

Agency & Contracted Services
Specific Grants

General Income
Derbyshire Constabulary

Contribution to East Midlands Collaboration
BCU Funding
Partnerships

PROPOSED GROSS SPENDING

Contribution from reserves
- PFI
- Devolved Carry-Forwards
- Other Reserves

PROPOSED NET SPENDING

2021/22 2022/23
Approved Proposed
£m £m
105.552 110.735
7.006 6.119
42.980 46.446
3.092 3.075
0.711 0.762
10.273 9.876
3.929 3.837
19.317 21.063
0.212 0.272
(6.054) (6.559)
(3.824) (5.194)
183.194 190.432
9.727 10.211
0.318 0.318
0.607 0.549
193.846 201.510
(.452) (.491)
0.000 0.000
(.590) (.212)
(1.042) (.703)
192.804 200.807




ANNEX D
POLICE & CRIME COMMISSIONER FOR DERBYSHIRE
STATEMENT OF LEVEL OF RESERVES AS AT 315t MARCH 2021 & FORECAST LEVELS TO 315t MARCH 2025

2021/ 22 2022 /23 2023 /24 2024 /25
Balances at MRS IS Contributions Balances at Mzr\f;:;?s Pr.oje(_:ted IS MZ:?;:;?:S Pr_ojegted Il MT)::)eJ:;i?s Pr_ojet.:ted SR
1/04/21 (to) / from Between to Capital 31/03/22 {to) / from Contnbutlnons to| Balances at (t0) / from Contnbut_lons to| Balances at (to)/ from Contnbut}ons to| Balances at
Revenue Reserves e — Capital 31/03/23 TR Capital 31/03/24 R — Capital 31/03/25
£ £ £ £ £ £ £ £ £ £ £ £ £ £

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 2,883,227 2,500,000 109,000 5,492,227 (211,800) 5,280,427 5,280,427 5,280,427
Carry-forwards 839,594 (302,900) (109,000) 427,694 427,694 427,694 427,694
PCC Grants & Commissioning 1,166,371 (100,000), 1,066,371 (100,000) 966,371 (100,000) 866,371 (100,000) 766,371
Covid-19 Funding Reserve 757,053 (500,000) 257,053 (257,053) - - -
Officer Uplift Support Costs Reserve 497,000 497,000 (497,000) - - -
Local Council Tax Support - 1,257,401 1,257,401 (628,701) 628,701 (628,701) - -
Total Useable:- 6,143,245 2,854,501 0 0 8,997,746 (1,694,554) 0 7,303,193 (728,701) 0 6,574,492 (100,000) 0 6,474,492
Non-useable:-
PFI - llkeston 923,534 (80,282) 843,252 (96,589) 746,663 (106,444) 640,219 (117,489) 522,730
PFI - Derby 1,754,457 (337,785), 1,416,672 (392,853) 1,023,819 (428,205) 595,614 (467,065) 128,549
Insurance 146,598 5,400 151,998 1,600 153,598 2,000 155,598 2,500 158,098
Total Non-useable:- 2,824,589 (412,667) 0 2,411,922 (487,842) 0 1,924,080 (532,649) 0 1,391,431 (582,054) 0 809,377
TOTAL EARMARKED RESERVES 8,967,834 2,441,834 0 0 11,409,668 (2,182,396) 0 9,227,273 (1,261,350) 0 7,965,923 (682,054) 0 7,283,869
TOTAL RESERVES 14,467,834 2,441,834 0 0 16,909,668 (2,182,396) 0 14,727,273 (1,261,350) 0 13,465,923 (682,054) 0 12,783,869




2022/23 PRECEPT PROPOSAL.:

ANNEX E

A £10 COUNCIL TAX INCREASE ON BAND D PROPERTIES

Increase in CTR 5.81%

Band D Council Tax Total Funding Collection Fund - figures Council Tax
Base yet to be notified
£251.60 Surplus Deficit
4
327,128.50 82,305,531 - - 82,305,531
Amber Valley 40,307.09 10,141,264 10,141,264
Borough Council
Bolsover 22,443.26 5,646,724 5,646,724
District Council
Chesterfield 29,858.12 7,512,303 7,512,303
Borough Council
Derby
City Council 70,030.60 17,619,699 17,619,699
D.erb.yshlre Dal_es 30,539.40 7,683,713 7,683,713
District Council
Erewash
. 33,826.40 8,510,722 8,510,722
Borough Council
High Peak 31,342.00 7,885,647 7,885,647
Borough Council
North East Derbyshire 32,079.63 8,071,235 8,071,235
District Council
South Derbyshire 36,702.00 9,234,223 9,234,223
District Council
Gross Revenue Expenditure Council Tax per Banding
2021/22 Approved 202,630,397 BAND 2021/22 2022/23
2022/23 Proposed 212,258,465 £ £
Increase in GRE 4.75% A 161.07 167.73
B 187.91 195.69
C 214.76 223.64
D 241.60 251.60
Council Tax Requirement E 295.29 307.51
F 348.98 363.42
2021/22 Approved 77,783,810 G 402.67 419.33
2022/23 Proposed 82,305,531 H 483.20 503.20
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TITLE
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PURPOSE OF THE REPORT
The purpose of this report is to provide information on the proposed capital programme

through to 2025/26, both in terms of capital expenditure projections and the financing
available to fund such expenditure. The capital programme is developed in consultation
with the Constabulary who are the primary user of the capital assets under the
ownership of the Commissioner.

ATTACHMENTS
Appendix A. Capital Programme for 2021/22 to 2025/26

RECOMMENDATIONS
To approve the Capital Programme for 2021/22 to 2025/26 and associated funding

as set out in Appendix A.

CONTACT FOR ENQUIRIES
Name: Andrew Dale
Tel: 0300 122 6000
Email pccoffice@derbyshire.police.uk
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AGENDA ITEM 5C
PUBLIC ASSURANCE MEETING
19 JANUARY 2022

INFORMATION AND ANALYSIS
Background
Each year Derbyshire Constabulary has a number of core capital spending
requirements to replace and maintain its assets and therefore maintain its
capabilities.
These can be categorised across three main asset types, namely:

o Estate Schemes,

e Fleet Schemes

¢ Information Service (IS) Schemes.
In addition to these, there are a small number of “other schemes” which do not fall
into the broad headings of the above.

Capital Programme and Funding
The following table provides a high-level summary of the proposed -capital

programme and the associated method of funding over the timeframe of the MTFP
to 2025/26.

Capital Programme 2021/22 to 2025/26

Ref 2021/22 2022/23 2023/24 2024/25 2025/26
£'000 £'000 £'000 £'000 £'000

EXPENDITURE
Total Estate Schemes 6,616 12,087 22,520 21,470 11,820
Total Fleet Schemes 1,725 2,209 1,720 1,560 1,560
Total IS Schemes 2,758 4,173 5,965 3,833 2,050
Total Design Board Schemes 60 1,529 1,500 1,500 1,000
East Midlands Counter Terrorism Intelligence Unit (EMCTIU) 320 175 175 175 175
TOTAL PLANNED EXPENDITURE 11,479 20,173 31,880 28,538 16,605
FUNDING
Funding b/f Grant & borrowing 3,659 2,559 0 0 0
Capital Grant 167 - - - -
Other Grant & Contributions - CT Grant/CREST 463 175 175 175 175
Borrowing 6,000 14,000 28,266 24,924 12,991
Revenue Contributions to Capital Outlay 3,749 3,439 3,439 3,439 3,439
TOTAL FUNDING 14,038 20,173 31,880 28,538 16,605
EXPENDITURE COMPARED TO FUNDING 2,559 0 0 0 0

A full breakdown of the Capital Programme is shown at APPENDIX A



1.3

AGENDA ITEM 5C
PUBLIC ASSURANCE MEETING
19 JANUARY 2022

Estate Schemes

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. The outbreak
of the COVID-19 pandemic put the estate to the test and achieving Social Distancing
Guidance set by Government required many changes and moves to get the Room
Occupancy levels correct. It also slowed down the delivery of our Capital
Programme.

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 sustainable, 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, in fact,
much of the estate is obsolete.

Amid the pressures of austerity, we have realised better ways of working and are
reaping the benefits of closer partnership working, where this is possible. 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 we strive to achieve Net
Zero by 2050.

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 of both
organisations through the development of the Limited Liability Partnership (LLP).



AGENDA ITEM 5C
PUBLIC ASSURANCE MEETING
19 JANUARY 2022

There are several major estate projects in the Capital Programme which are either
currently underway or prioritised for progression over the next four-year period.

These are as follows:

North and North West Division Accommodation - Currently the PCC has
approval 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. As assessment of Custody provision is currently also underway
to look at the most cost effective, operationally efficient solution to service delivery,

following the closure of Buxton and Chesterfield Custody Suites.

Derby East LPU Accommodation - Cotton Lane police station is an ageing building

with increasing ‘fit-for-purpose’ issues. Re-location into a purpose built building co-

located with DFRS at Ascot Drive is nearing completion and will be operational by
April 2022.
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HQ Estate Changes The HQ Masterplan is a multi-year Capital Investment
programme for property rationalisation on the Force HQ site. The Programme is
overseen by the Strategic Estates Board.

LEGEND
Proposed Land Devslopments
1 COME (Contact Management Centre) 1
25 New MPH {Mulii-Purpose Hall & Conferenos A CS building 050 ha

Assisted Iiving development 1,65 ha

e Residential development  0.83 ha

3 Politn and Fira Servics HQ) (nclueing Residential davelopment 240 ha
PCC R PED E Residential development 1.70 ha

4 Mew Car Park | ayout F  JTC expansion 0.65 ha

5 Dulterley Hal Vil & Stores buiding & parking  0.28ha

7 Bolor Houss (biomass) H  Area for PV Panels 1.08 ha
...... il Kontl

2 Taiing J Residontial development 2.1 ha

10 B Diock

G Block

T s TOTAL AREA 1.23ha

13 Servieas Unit
14 Opps Division HE (Wyatts Way)
15 Storage Building

18 Dimvar Training

17 Deg Sechon

18 Joint Trining Centre

19 Pumy
20 Dog

KEY

w Existing facility
“g@,  Carparking
(/]

.
ﬁ‘{\“‘ Stormwater pond

RIPLEY HQ MASTERPLAN 206 PROPOSED SITE PLAN
FURTHER EXPANSION

JTP

ARGHITECTS,

DERBYSHIRE _
CONSTARLILARY

Derbyshire Police and Fire service

SNT’s — Provision of a stand-alone facility for our Safer Neighbourhood Teams
(SNT’s) to replace former domestic dwellings. The Capital Programme assumes one
new SNT each year for the next five years, starting with Alfreton and Killamarsh.

Two Storey Option - Ground Floor Two Storey Option - First Floor
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The PCC 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 constructed in accordance with the Building Research
Establishment Environmental Assessment Method (BREEAM) to a rating of Very
Good.

Fleet Schemes

The Capital Programme includes funding for the replacement of the Constabularies
fleet of approximately 550 vehicles on a periodic basis based on the end of their
economic or operational life, in 2022/23 this will exceed 100 vehicles plus vehicles
carried forward from 2021/22 due to manufacturing production delays. The fleet
strategy sets out the constabulary fleet requirements to meet operational needs over
the coming years. The main aim of the fleet strategy is to ensure a cost effective fleet
service to meet these operational requirements with the procurement of vehicles
through Blue Light Commercial (BLC) contracts and national Crown Commercial

Services (CCS) framework agreements which ensures value for money is achieved.
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IS Schemes

The overall accountability for the budget is with the Head of IS, who oversees and
monitors the budget with the support of the Digital Solutions Manager and the Service
Operations Manager. Individual team managers and project managers have
responsibility for the schemes within the budget. The two parts of the capital budget

are described below.

IS Infrastructure Projects

This is for improving and transforming the underlying IS infrastructure and will include
projects that introduce new technology e.g. storage solutions, new network
capabilities. These may be invisible to the end customers but must present a valid
business case for their implementation. These projects are to ensure that Derbyshire
Constabulary remains closer to the ‘leading edge’ rather than the ‘trailing edge’ of
technology and hence their justification may include avoiding loss of service or
reducing future revenue support costs. The Digital Solutions Manager is accountable
for all projects. Individual project managers will be allocated to each to oversee capital
spend and highlight how any ongoing revenue or future capital replacement money

will be allocated.

IS Replacement

This is recurring capital expenditure to ensure that IS has the capability to refresh the
software and hardware required to keep the Force operational. Each of these start
with a notional value for the year but are allocated based on the replacement work
required, hence the figures for each scheme can vary greatly year to year based on
where the force is in refresh/evergreen cycles. There has been a significant change
to the End User Device budget which will now continue to facilitate agile working

following the global pandemic.

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



1.6

1.7

AGENDA ITEM 5C
PUBLIC ASSURANCE MEETING
19 JANUARY 2022

network to a commercial mobile network. This will allow the service to benefit from
the considerable improvements in communications technology, that have emerged
since the Airwave contract started, which is expected to achieve substantially
reduced running costs.

The investment required to integrate the Police Service into the new network will be
shared between the Home Office and individual forces. In previous years monies
have already been spent on making control-rooms ESN-compatible and on project
management. Also due to the delay in the project, additional Airwave terminals had
to be purchased in 2019/20 and 2021/22.

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 has yet again been delayed and is now unlikely to be before 2023/24,
increasing the risk of replacing further Airwave terminals. A budget of £6m has been
included in the Capital Programme in the next three years from 2022/23. Information
on timescales and costs is expected and there may be a requirement to invest further
monies into the project. The impact of a delay will increase future year running costs

in the Airwave system until completed.

Other Schemes

Design Board Projects This is to be used for one-off, standalone projects. This is
expected to include Invest to Save Projects, Business Change Initiatives and other
Cross Cutting Investment Programmes. The Design Board will review these to ensure
that expected benefits are robust and in keeping with the risks and priorities of the
organisation. A review of the Command-and-Control system and the Digital Evidence
Management System (DEMS) is included in 2022/23.

EMCTIU This is used for capital purchases of vehicles, IT and equipment for the East
Midlands Counter Terrorism Intelligence Unit for which Derbyshire is lead force.

These purchases are grant funded by the Home Office.
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Funding

A summary of the 5 year capital programme shows that the planned investment is
fully funded over the medium-term to 2025/26. This has been achieved through an
increase in borrowing combined with an annual revenue contribution of £3.4m. This
is used for capital purchases of vehicles, IT and equipment for the East Midlands
Counter Terrorism Intelligence Unit for which Derbyshire is lead force. These
purchases are grant funded by the Home Office.

The level of Government subsidy in the form of Capital grant has substantially
reduced over the years and from 2022/23 has been completely withdrawn.

Where capital expenditure relates to relatively short lived assets (e.g. IS and fleet of
up to 10 years’ life), choices for financing the capital expenditure are fairly limited.
Borrowing for short-lived assets is not a viable consideration due to the requirement
to set aside funds from the revenue budget for the repayment of debt over the life of
the asset. Therefore, our borrowing requirements are generally in relation to building

projects which have a longer life (new builds usually have a life of 50 years).

With regards to capital receipts, no provision has been included for the sale of land
or property within the current Capital Programme. It is expected that buildings and
land will become available for sale, as the co-location programme progresses and as
new buildings are built but given the current climate and lack of certainty it is not
considered to be prudent to rely upon sales as a method of funding.
No schemes have been identified to come from Reserves in the current Four-Year
Capital Programme. Reserves have previously been used for major projects such as
the Joint Police and Fire HQ, the Joint Training Centre/Firearms Range and the
refurbishment of the heli-hangar and vehicle compound.
The balance of funding will therefore be met from borrowing. As can be seen in
Appendix A, our borrowing requirement for 2021/22 and 2022/23 is £20m, which was
achieved through PWLB borrowing in December 2021 consisting of 3 separate loans:

1. £5m at 1.52% for 40 years.

2. £5m at 1.44% for 45 years.

3. £10m at 1.38% for 50 years.
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In addition to the above, further significant borrowing of £66m is required across the
remaining period of the Capital Programme, this is predominantly in relation to the
funding of the Estates Strategy including major asset replacements.

The overall level of borrowing may fluctuate depending on the timing of capital

projects and if any capital receipts are generated during the next four years.

Summary and Conclusion
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:

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/buildings may take a number of years.
Prudential Borrowing of £86.2m (2021/22 to 2025/26) 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.

10
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Capital Programme 2021/22 to 2025/26

Ref 2021/22 2022/23 2023/24 2024/25 2025/26

£'000 £'000 £'000 £'000 £'000

EXPENDITURE
ESTATE SCHEMES
Co-Locations schemes with DFRS - 150 - - -
SNT Building Refurbishments 1,200 1,200 1,200 1,200 1,200
Business Continuity - Security Issues & UPS 130 254 120 120 120
Derby East LPU Accommodation 2,618 - - - -
North East Division Accommodation - - - - -
North West Division Accommodation - 150 5,700 5,150 -
North Accommodation - 4,000 10,000 11,000 10,000
HQ Estates Changes - 1,000 5,000 3,500 -
Ilkeston Accommodation - 3,500 - - -
Other Refurbishment/Replacement Projects 2,668 1,833 500 500 500
Total Estate Schemes 6,616 12,087 22,520 21,470 11,820
FLEET (Inc OPERATIONAL EQUIPMENT)
Operational and General Vehicle Replacement Programme 1,109 1,880 1,400 1,400 1,400
CREST Vehicles 62 - - - N
Operational Equipment 554 329 320 160 160
Total Fleet Schemes 1,725 2,209 1,720 1,560 1,560
IS Schemes
IS Replacement Projects 1,544 2,125 1,745 1,583 1,800
IS Infrastructure Projects 431 1,847 250 250 250
Emergency Services Network (ESN) 648 101 3,970 2,000 -
Call Centre Telephony System - 100 - - -
ANPR New locations 135 - - - -
Total IS Schemes 2,758 4,173 5,965 3,833 2,050
Design Board Projects
IS Customer Projects 60 1,529 1,500 1,500 1,000
Equipment - - - - -
Total Design Board Schemes 60 1,529 1,500 1,500 1,000
East Midlands Counter Terrorism Intelligence Unit (EMCTIU) 320 175 175 175 175
TOTAL PLANNED EXPENDITURE 11,479 20,173 31,880 28,538 16,605
FUNDING
Funding b/f Grant & borrowing 3,659 2,559 0 0 0
Capital Grant 167 - - - -
Other Grant & Contributions - CT Grant/CREST 463 175 175 175 175
Borrowing 6,000 14,000 28,266 24,924 12,991
Revenue Contributions to Capital Outlay 3,749 3,439 3,439 3,439 3,439
TOTAL FUNDING 14,038 20,173 31,880 28,538 16,605
EXPENDITURE COMPARED TO FUNDING 2,559 0 0 0 0

11
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REPORT PRUDENTIAL INDICATORS, MINIMUM REVENUE
TITLE PROVISION, TREASURY MANAGEMENT &
INVESTMENT STRATEGY
JOINT REPORT OF THE CHIEF CONSTABLE AND
RIHIH 1N CHIEF FINANCE OFFICER
DATE 19 JANUARY 2022

PURPOSE OF THE REPORT

To consider and approve the Capital Prudential Indicators for 2022/23 to 2024/25
(incorporating the Minimum Revenue Provision), the Capital Strategy, the Treasury
Management Strategy 2022/25, and the Investment Strategy 2022/25..

ATTACHMENTS

Appendix A. The Capital Prudential Indicators 2022/23 — 2024/25

Appendix B. Treasury Management Strategy 2022/23 — 2024/25

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

Management
Appendix D. Approved Counterparties (based on credit ratings as at January 2022)
Appendix E. Detailed Criteria and Credit Ratings



RECOMMENDATIONS
1. That the Prudential Indicators and Limits for 2022/23 to 2024/25 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 2022/23 to 2024/25 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 2022/25 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.police.uk
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RECOMMENDATIONS

1. That the Prudential Indicators and Limits for 2022/23 to 2024/25 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 2022/23 to 2024/25 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 2022/25 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 andrew.dale@derbyshire.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 the Medium-Term Financial Strategy Report
presented separately to this board.

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 Department for Levelling Up, Housing and Communities
(DLUHC) Guidance on Local Government Investments, and shown at Appendix
B.

It should be noted that CIPFA published revised Treasury Management and
Prudential Codes on 20" December 2021, however there will be a soft introduction
of these new codes with formal adoption not required until the 2023/24 financial
year. The revised codes address several issues but will not materially impact the
organisation’s treasury practices.
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The Capital Prudential Indicators 2022/23 — 2024/25

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 2024/25.
Where appropriate the 2020/21 Actual figures are provided for
information.

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
Medium-Term Financial Strategy Report presented separately to this
board.

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. Consequently, the treasury
management strategy for 2022/23 to 2024/25 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 ‘unsupported’ capital expenditure. This unsupported
capital expenditure needs to have regard to:

e Service objectives (e.g. strategic planning)
o Stewardship of assets (e.g. asset management planning)
e 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)

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
2021/26 presented to this meeting, capital grant allocations remain low.
The reduction of the force’s capital grant allocation to nil for next year is
very small in the context of the expenditure planned. Likewise, there
are no capital receipts anticipated over the period.

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 2025/26 and the likely implications for Reserves as a
whole.

As set out in the Precept and Budget report, a favourable settlement
means that reserves are not needed to support the 2022/23 budget
position. However, due to a degree of uncertainty around future
settlements 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.

Capital 2020/21 2021/22 2022/23 2023/24 2024/25

Expenditure Actual Revised Estimate | Estimate | Estimate
£m £m £m £m £m

Capital | 13.605 11.479 20.173 31.880 28.538

Expenditure

Financed by:

Capital receipts 0.080 - - - -

Capital grants & 2702 1.730 2734 0.175 0.175

contributions

Capital reserves - - - - -

Revenue 3.521 3.749 3.439 3.439 3.439

Contributions

Net financing

need for the 7.302 6.000 14.000 28.266 24.924

year
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The Commissioner’s Borrowing Need (Capital Financing Requirement)

11.

12.

13.

14.

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. In 2021/22 low
borrowing rates resulted in £20m being borrowed to fund the capital
programme in 2021/22 and 2022/23. It is likely that further borrowing
will be taken out in 2023/24, 2024/25 and 2056/26 to fund schemes
that are projected to commence in 2023/24 and beyond.

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. As at 31 March 2021 there are currently £7.618m of
such schemes within the CFR.

The 2022/23 figure includes the recognition of operating leases. The
new leasing standard — IFRS16 — was due to be introduced in 2020/21
but has been delayed until 2022/23 due to COVID-19. Under this
standard 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. £12.603m 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.



Appendix A

15. The Commissioner is asked to approve the CFR projections below:
2020/21 2021/22 2022/23 2023/24 2024/25

Actual Revised Estimate Estimate Estimate
£m £m £m £m £m
Capital Financing Requirement
Total CFR 32.743 37.574 62.534 88.560 110.304
g"l‘_.’;eme“t in 6.023 4.831 24.960 26.026 21.744

Movement in CFR represented by

Recognition of
Operating - - 12.603 - -
Leases

Net financing
need for the 7.302 6.000 14.000 28.266 24.924
year (above)
Less MRP &
VRP and other
financing
movements
g"l‘_.’;eme“t in 6.023 4.831 24.960 26.026 21.744

Note: The MRP & VRP includes PFI and operating leases

1.278 1.169 1.643 2.240 3.180

Minimum Revenue Provision (MRP) policy statement

16. 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).

17. In April 2021 a review was undertaken of our MRP methodology by
our Treasury Management Consultants. A change in our policy was
recommended. A change in the MRP methodology was agreed by the
Finance Assurance Board on the 16 September for implementation
during 2021/22.

18. 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.

19. 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 remaining life of the
CFR using the annuity method (PWLB annuity rates).

20. 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 asset’s using the annuity method (PWLB
annuity rates).
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Unsupported internal borrowing was taken out in 2009/10 to fund the
Centralised Contact Management Centre. Further unsupported
borrowing has been taken out in 2019/20 and 2021/22 to support the
capital programme and it will also be required for future years
(2022/26).

21. The MRP Policy for PFI Contracts will be:

e Based on the Asset Life Method — MRP will be based on the
estimated life of the PF| asset’s using the annuity method (PWLB
annuity rates).

22. For Finance leases 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 2022/23 under IFRS16 this also includes operating
leases.

23. MRP Overpayments - A change introduced by the revised MHCLG MRP
Guidance was the allowance that any charges made over the statutory
minimum revenue provision (MRP), voluntary revenue provision or
overpayments, can, if needed, be reclaimed in later years if deemed
necessary or prudent. For these sums to be reclaimed for use in the budget,
this policy must disclose the cumulative overpayment made each year.

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

24. 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 2020/21 2021/22 2022/23 2023/24 2024/25
Resources Actual Revised Estimate | Estimate | Estimate
£m £m £m £m £m
Fund balances 5.500 5.500 5.500 5.500 5.500
Capital receipts ) ) ) ) )
unapplied
Earmarked reserves 8.968 9.123 8.323 7.690 7.008
Earmarked reserves 0.559 0.500 0.500 0.500 0.500
— regional
Provisions 2.305 1.250 1.250 1.250 1.250
Unapplied Capital 3.658 2 559 ) ) )
Grants
Total Core Funds 20.990 18.932 15.573 14.940 14.258
Working Capital* 1.296 (1.000) (1.000) (1.000) (1.000)
Under Borrowing (12.201) 0.872 (4.456) (15.285) (14.550)
Expected
Investments at year 10.085 18.804 10.117 (1.345) (1.292)
end

*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.
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The table above shows that under borrowing is estimated at £4.456m
in 2022/23.

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 2023/24 at the earliest due to
the underlying cash position.

Affordability Prudential Indicators

27.

28.

29.

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.

2020/21 2021/22 | 2021/22 | 2022/23 | 2023/24 | 2024/25
Actual Estimate | Revised | Estimate | Estimate | Estimate
£m £m £m £m £m £m

Cost of 2.373 2.860 2.253 3.091 4.306 5.853

Capital (1)

Investment

Income (2) (0.020) (0.010) (0.010) (0.010) (0.010) (0.010)

Financing

Costs (1)- 2.353 2.850 2.243 3.081 4.296 5.843

(2)

Net

Revenue

Stream 189.879 | 202.630 | 202.630 | 212.259 | 220.210 | 227.064

based on

Council Tax

increase

Percentage 1.24% 1.41% 1.11% 1.45% 1.95% 2.57%

The estimates of financing costs include current commitments and any
arising from the capital programme. Investment income has been
affected by COVID-19. The bank base rate has been 0.10% since
March 2020 following the emergency response to COVID-19, this
influenced investment income rates. However, as outlined elsewhere
in this report, the MPC elected to increase base rate to 0.25% at its
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meeting on 16" December 2021. Due to this market uncertainty
investments have been predominantly been made for shorter periods
for little yield. Base rate projections by Link Asset Services now
suggest the base rate will increase incrementally over the next 3 years
to 1.25% by quarter 1 of 2025.

Financing costs have reduced in 2021/22 Revised mainly due to the
change in the MRP methodology from October 2021. It gradually
increases in future years due to increased borrowing and the impact of
the leasing standard from 2022/23. The costs continue to represent a
relatively small proportion of the Commissioner’s net revenue stream.
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Treasury Management Strateqy 2022/23 — 2024/25

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.

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.

CIPFA defines treasury management as: -

“The management of the PCC’s investments and cash flows,
their 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.”

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)

o 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 Financial 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 Financial Assurance Board in June.



. This annual strategy covers:

Debt and Investment Projections 2022/23 — 2024/25

6. The overall treasury management portfolio as at 31 March 2021 and for

The Commissioner’s debt and investment projections
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

Appendix B

the position as at 7 January 2022 are shown below for both borrowing
(excluding PFI and leases) and investments.

Actual Actual Current | Current
31/03/21 | 31/03/21 | 07/01/22 | 07/01/22
£m % £m %

Treasury Investments — Managed In house
Commissioner’s own banker 10.085 100.0 7.215 23.2
Building Societies — rated 0 0 0 0
Banks 0 0 6.000 19.2
Debt Management Office 0 0 6.000 19.2
Local Authorities 0 0 6.000 19.2
Money Market Fund 0 0 6.000 19.2
Total Treasury Investments 10.085 100% 31.215 100%
Treasury External Borrowing
PWLB 12.923 100.0 32.400 100.0
Total External Borrowing 12.923 100% 32.400 100%
Net Treasury
Investments/(borrowing) (2.838) (1.185)
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7. The Commissioner’s forward projections for borrowing to 31 March
2025 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.

2020/21 2021/22 2022/23 2023/24 2024/25

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

External Debt
Debt at 1 April 13.789 12.923 32.082 41.263 58.770
Expoctedchangen | (o.gee) | 19.159 9.180 |  17.507 |  24.195
Other Long-Term
Liabilities - PF| 7.618 6.363 5.029 3.566 2.706
Operating Leases - - 11.787 10.939 10.084

Gross Debt at 31 20.541 38.446 | 58.078 | 73.275| 95.754

March

CFR 32743 | 37574 62534| 88560 | 110.304

g”der’ (over) 12202 | (0.872) 4456 | 15285 |  14.550
orrowing

8. Within the prudential indicators there are several 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
2020/21 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 considers current commitments,
existing plans, and the proposals in the capital programme report.
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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 year. It is not an actual limit and borrowing could
vary around this boundary for short times during the year. The limit is
set based on the CFR so considers external borrowing and long-term
liabilities (PFI/Operating Leases) plus any need to use external
borrowing to replace the use of internal funds.

Operational Boundary
2021/22 2022/23 2023/24 2024/25
Revised Estimate Estimate Estimate
£m £m £m £m
42.8 67.5 93.6 115.3

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 limit 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.

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:

Authorised Limit
2021/22 2022/23 2023/24 2024/25
Revised Estimate Estimate Estimate
£m £m £m £m
52.8 78.0 104 .1 125.8

15.The figure is based on the Operational Boundary plus an amount for
any short-term borrowing pending receipt of revenue income and
capital grant. This should be minimal, but to cover any unforeseen
changes in cash flow patterns (for example the timing of receipt of
Government Grants in 2022/23), it is suggested a figure of £10.5m be
used.
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Expected Movement in Interest Rates

16. The Commissioner has appointed Link Group as their treasury advisor
and part of their service is to assist them to formulate a view on interest
rates. The following table gives the Sector central view.

Link Group Interest Rate View  20.12.21

Dec-21 Mar-22 Jun-22  Sep-22 Dec-22 Mar-23  Jun-23 Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25

BANK RATE 0.25 0.25 0.50 0.50 0.50 0.75 0.75 0.75 0.75 1.00 1.00 1.00 1.00 1.25
3 month ave earnings 0.20 0.30 0.50 0.50 0.60 0.70 0.80 0.90 0.90 1.00 1.00 1.00 1.00 1.00
6 month ave earnings 0.40 0.50 0.60 0.60 0.70 0.80 0.90 1.00 1.00 1.10 1.10 1.10 1.10 1.10

12 month ave earnings 0.70 0.70 0.70 0.70 0.80 0.90 1.00 1.10 1.10 1.20 1.20 1.20 1.20 1.20

Syr PWLB 1.40 1.50 1.50 1.60 1.60 1.70 1.80 1.80 1.80 1.90 1.90 1.90 2.00 2.00

10 yr PWLB 1.60 1.70 1.80 1.80 1.90 1.90 2.00 2.00 2.00 210 210 210 220 230

25 yr PWLB 1.80 1.90 2.00 210 210 2.20 2.20 220 2.30 2.30 240 240 2.50 2.50

50 yr PWLB 1.50 1.70 1.80 1.90 1.90 2.00 2.00 2.00 2.10 2.10 2.20 2.20 2.30 2.30

Over the last two years, the coronavirus outbreak has done huge
economic damage to the UK and to economies around the world. After
the Bank of England took emergency action in March 2020 to cut Bank
Rate to 0.10%, it left Bank Rate unchanged at its subsequent meetings
until raising it to 0.25% at its meeting on 16" December 2021.

As shown in the forecast table above, the forecast for Bank Rate now
includes four increases, one in December 2021 to 0.25%, then quarter
2 of 2022 to 0.50%, quarter 1 of 2023 to 0.75%, quarter 1 of 2024 to
1.00% and, finally, one in quarter 1 of 2025 to 1.25%.

Significant risks to the forecasts

e Mutations of the virus render current vaccines ineffective, and
tweaked vaccines to combat these mutations are delayed, or cannot be
administered fast enough to prevent further lockdowns. 25% of the
population not being vaccinated is also a significant risk to the NHS
being overwhelmed and lockdowns being the only remaining option.

e Labour and supply shortages prove more enduring and disruptive
and depress economic activity.

e The Monetary Policy Committee acts too quickly, or too far, over the
next three years to raise Bank Rate and causes UK economic growth,
and increases in inflation, to be weaker than we currently anticipate, or
they tighten monetary policy too late to ward off building inflationary
pressures.

e The Government acts too quickly to cut expenditure to balance the
national budget.

e UK/ EU trade arrangements — if there was a major impact on trade
flows and financial services due to complications or lack of co-
operation in sorting out significant remaining issues.

e Longer term US treasury yields rise strongly and pull gilt yields up
higher than forecast.
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e Major stock markets e.g., in the US, become increasingly judged
as being over-valued and susceptible to major price corrections.
Central banks become increasingly exposed to the “moral hazard”
risks of having to buy shares and corporate bonds to reduce the
impact of major financial market selloffs on the general economy.

e Geopolitical risks, for example in Ukraine, Iran, North Korea, but
also in Europe and Middle Eastern countries; on-going global power
influence struggles between Russia/China/US. These could lead to
increasing safe-haven flows.

The balance of risks to the UK economy:

e The overall balance of risks to economic growth in the UK is now to
the downside, including risks from Covid and its variants - both
domestically and their potential effects worldwide.

Forecasts for Bank Rate

It is not expected that Bank Rate will go up fast after the initial rate rise
as the supply potential of the economy is not likely to have taken a
major hit during the pandemic: it should, therefore, be able to cope well
with meeting demand after supply shortages subside over the next
year, without causing inflation to remain elevated in the medium-term,
or to inhibit inflation from falling back towards the MPC’s 2% target
after the spike up to around 5%. The forecast includes four increases in
Bank Rate over the three-year forecast period to March 2025, ending
at 1.25%. However, it is likely that these forecasts will need changing
within a relatively short timeframe for the following reasons:

e We do not know how severe an impact Omicron could have on the
economy and whether there will be another lockdown or similar
and, if there is, whether there would be significant fiscal support
from the Government for businesses and jobs.

e There were already increasing grounds for viewing the economic
recovery as running out of steam during the autumn and now into
the winter. And then along came Omicron to pose a significant
downside threat to economic activity. This could lead into
stagflation, or even into recession, which would then pose a
dilemma for the MPC as to whether to focus on combating inflation
or supporting economic growth through keeping interest rates low.

e Will some current key supply shortages spill over into causing
economic activity in some sectors to take a significant hit?
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e Rising gas and electricity prices in October and next April and
increases in other prices caused by supply shortages and increases
in taxation next April, are already going to deflate consumer
spending power without the MPC having to take any action on Bank
Rate to cool inflation.

e On the other hand, consumers are sitting on over £160bn of excess
savings left over from the pandemic so when will they spend this
sum, in part or in total?

e |t looks as if the economy coped well with the end of furlough on
30t September. It is estimated that there were around 1 million
people who came off furlough then and there was not a huge spike
up in unemployment. The other side of the coin is that vacancies
have been hitting record levels so there is a continuing acute
shortage of workers. This is a potential danger area if this shortage
drives up wages which then feed through into producer prices and
the prices of services i.e., a second-round effect that the MPC
would have to act against if it looked like gaining significant
momentum.

e We also recognise there could be further nasty surprises on the
Covid front beyond the Omicron mutation.

e If the UK invokes article 16 of the Brexit deal over the dislocation in
trading arrangements with Northern Ireland, this has the potential to
end up in a no-deal Brexit.

In summary, with the high level of uncertainty prevailing on several
different fronts, we expect to have to revise our forecasts again - in line
with whatever the new news is.

It should also be borne in mind that Bank Rate being cut to 0.25% and
then to 0.10%, were emergency measures to deal with the Covid crisis
hitting the UK in March 2020. At any time, the MPC could decide to
simply take away such emergency cuts on no other grounds than they
are no longer warranted, and as a step forward in the return to
normalisation. In addition, any Bank Rate under 1% is both highly
unusual and highly supportive of economic growth.
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Forecasts for PWLB rates and gilt and treasury yields

Since the start of 2021, we have seen a lot of volatility in gilt yields, and
hence PWLB rates. As the interest forecast table for PWLB certainty
rates above shows, there is forecast to be a steady, but slow, rise in
both Bank Rate and gilt yields during the forecast period to March
2025, though there will doubtless be a lot of unpredictable volatility
during this forecast period.

While monetary policy in the UK will have a major impact on gilt yields,
there is also a need to consider the potential impact that rising treasury
yields in America could have on our gilt yields. As an average since
2011, there has been a 75% correlation between movements in US 10-
year treasury yields and UK 10-year gilt yields. This is a significant
UPWARD RISK exposure to our forecasts for longer term PWLB rates.
However, qilt yields and treasury yields do not always move in unison.

There are also possible DOWNSIDE RISKS from the huge sums of
cash that the UK populace have saved during the pandemic; when
savings accounts earn little interest, it is likely that some of this cash
mountain could end up being invested in bonds and so push up
demand for bonds and support their prices i.e., this would help to keep
their yields down. How this will interplay with the Bank of England
eventually getting round to not reinvesting maturing gilts and then later
selling gilts, will be interesting to monitor.

There is likely to be exceptional volatility and unpredictability in respect
of gilt yields and PWLB rates due to several factors.

A new era — a fundamental shift in central bank monetary policy

One of the key results of the pandemic has been a fundamental
rethinking and shift in monetary policy by major central banks to
tolerate a higher level of inflation than in the previous two decades
when inflation was the prime target to bear down on so as to stop it
going above a target rate. The Bank of England has also amended its
target for monetary policy so that inflation should be ‘sustainably over
2%’ before starting on raising Bank Rate and the ECB now has a
similar policy.

e For local authorities, this means that investment interest rates
and very short term PWLB rates will not be rising as quickly or
as high as in previous decades when the economy recovers
from a downturn and the recovery eventually runs out of spare
capacity to fuel continuing expansion.
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e Labour market liberalisation since the 1970s has helped to break
the wage-price spirals that fuelled high levels of inflation and has
now set inflation on a lower path which makes this shift in
monetary policy practicable. In addition, recent changes in
flexible employment practices, the rise of the gig economy and
technological changes, will all help to lower inflationary
pressures.

e Governments will also be concerned to see interest rates stay
lower as every rise in central rates will add to the cost of vastly
expanded levels of national debt; (in the UK this is £21bn for
each 1% rise in rates). On the other hand, higher levels of
inflation will help to erode the real value of total public debt.

17.Investment and borrowing rates

On the 25 November 2020, the Chancellor announced the conclusion to
the review of margins over gilt yields for PWLB rates; the standard and
certainty margins were reduced by 1% but a prohibition was introduced
to deny access to borrowing from the PWLB for any local authority
which had purchase of assets for yield in its three-year capital
programme. The new margins over gilt yields are as follows: -.

e PWLB Standard Rate is gilt plus 100 basis points (G+100bps)

e PWLB Certainty Rate is gilt plus 80 basis points (G+80bps)

e PWLB HRA Standard Rate is gilt plus 100 basis points
(G+100bps)

e PWLB HRA Certainty Rate is gilt plus 80bps (G+80bps)

e Local Infrastructure Rate is gilt plus 60bps (G+60bps)

Investment returns are expected to improve in 2022/23. However,
while markets are pricing in a series of Bank Rate hikes, actual
economic circumstances may see the MPC fall short of these elevated
expectations.

Borrowing interest rates fell to historically very low rates as a result
of the COVID crisis and the quantitative easing operations of the Bank
of England and still remain at historically low levels. The policy of
avoiding new borrowing by running down spare cash balances has
served local authorities well over the last few years.



Appendix B

Borrowing for capital expenditure. Our long-term (beyond 10 years),
forecast for Bank Rate is 2.00%. As some PWLB certainty rates are
currently below 2.00%, there remains value in considering long-term
borrowing from the PWLB where appropriate. Temporary borrowing rates
are likely, however, to remain near Bank Rate and may also prove
attractive as part of a balanced debt portfolio. In addition, there are also
some cheap alternative sources of long-term borrowing if an authority is
seeking to avoid a “cost of carry” but also wishes to mitigate future re-
financing risk.

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 borrowing
that causes a temporary increase in cash balances.
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Borrowing Strategy 2022/23 - 2024/25

18.The Commissioner is currently maintaining an overall 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

19.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.

20.Against this background and the risks within the economic forecast
caution will be adopted with the treasury management operations in
2022/23. As a result, the Commissioner will take a pragmatic approach
to its treasury strategy, enabling them to respond to changing
circumstances:

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

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.

21.ltis currently assumed that external borrowing will take place during
2022/23 to 2025/26.

22.The main source of new loans has previously been the Public Works
Loans Board (PWLB), however consideration may still need to be given
to sourcing funding from the following sources for the reasons stated:

Local authorities (primarily shorter dated maturities out to 3 years or
so — still cheaper than the Certainty Rate)

Financial institutions (primarily insurance companies and pension
funds but also some banks, out of forward dates where the
objective is to avoid a “cost of carry” or to achieve refinancing
certainty over the next few years)

Municipal Bonds Agency (possibly still a viable alternative
depending on market circumstances prevailing at the time)

Our advisors will keep us informed as to the relative merits of each of
these alternative funding sources.
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23.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
for it to qualify for this discount.

24. 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.

25.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.

26.Prudential Indicator on Maturity structures of borrowing

The maturity profile is the rate at which long-term loans must 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. However, one loan is repayable on maturity in
2025/26, with 3 further loans repayable on maturity in 2061/62,
2066/67 & 2071/72 respectively.
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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

2022/23 2021/22
Under 12 months Lower-Upper 0%-10% 2.6%
12 months to 2 years Lower-Upper 0%-10% 2.5%
2 years to 5 years Lower-Upper 0%-30% 6.5%
5 years to 10 years Lower-Upper 0%-45% 8.6%
10 years and above  Lower-Upper 10%-90% 79.9%

Investment Strategy 2022/23 — 2024/25
27.Investment Policy
The Commissioner’s investment policy has regard to the following:

1. MHCLG’s Guidance on Local Government Investments (“the
Guidance”)

2. the CIPFA Treasury Management in Public Services Code of
Practice and Cross Sectoral Guidance Notes 2017 (“the Code”)

3. CIPFA Treasury Management Guidance Notes 2018
28.The Commissioner’s primary objectives are:

1. Security — meaning safeguarding the repayment of the principal
and interest of his investments on time

2. Liquidity — ensuring adequate cash balances
3. Yield — the investment returns obtainable

29.In accordance with the above guidance from the MHCLG and CIPFA,
and 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 to
establish the most robust scrutiny process on the suitability of potential
investment counterparties.
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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:

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

J They have sufficient liquidity in their investments. For this
purpose, they 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.

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
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.

35.The Commissioner has moved towards application of the
creditworthiness service provided by Link Group. This service employs
a sophisticated modelling approach, utilising credit ratings from the
three main credit rating agencies - Fitch, Moody’s and Standard &
Poor’s. The credit ratings of counterparties are supplemented with the
following overlays:

. ‘“watches” and “outlooks” from credit rating agencies

« CDS spreads that may give early warning of changes in credit
ratings

. sovereign ratings to select counterparties from only the most
creditworthy countries
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This modelling approach combines credit ratings, and any assigned
Watches and Outlooks in a weighted scoring system which is then
combined with an overlay of CDS spreads. The product of this is a
series of colour coded bands which indicate the relative
creditworthiness of counterparties. These colour codes are used by the
PCC to determine the suggested duration for investments. The PCC
will, therefore, use counterparties within the following durational bands:

Purple 2 years

Blue 1 year (only applies to nationalised or
semi nationalised UK Banks)

Orange 1 year

Red 6 months

Green 100 days

No colour not to be used

The Link creditworthiness service uses a wider array of information
other than just primary ratings. Furthermore, by using a risk weighted
scoring system, it does not give undue preponderance to just one
agency'’s ratings.

Typically, the minimum credit ratings criteria the Commissioner uses
will be a short-term rating (Fitch or equivalents) of F1 and a long-term
rating of A-. There may be occasions when the counterparty ratings
from one rating agency are marginally lower than these ratings but may
still be used. In these instances, consideration will be given to the
whole range of ratings available, or other topical market information, to
support their use.

All credit ratings will be monitored regularly. The PCC is alerted to
changes to ratings of all three agencies through its use of the Link
creditworthiness service.

« if a downgrade results in the counterparty / investment scheme no
longer meeting the Commissioner’s minimum criteria, its further use as
a new investment will be withdrawn immediately.

« in addition to the use of credit ratings the Commissioner will be advised
of information in movements in Credit Default Swap spreads against
the iTraxx European Financials benchmark and other market data on a
daily basis via its Passport website, provided exclusively to it by Link.
Extreme market movements may result in downgrade of an institution
or removal from the Commissioner’s lending list.

Sole reliance will not be placed on the use of this external service. In
addition, the Commissioner will also use market data and market
information, as well as information on any external support for banks to
help support the decision-making process.

36.Country and sector considerations — the Commissioner will only
invest in UK banks and building societies with the above ratings.
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37.Ethical Investing — the Commissioner is increasingly interested in this
topic and it is an area that we continue to monitor. Current guidance,
both statutory and from CIPFA, makes clear that all investing must
adopt SLY principles — security, liquidity, and yield; ethical issues must
play a subordinate role to those priorities. Link Group 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.

38.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):

Y Pi1 Pi2 p B 0 R G N/C
" T4
UptoSyrs  UptoSyrs  UptoSyrs  Upto2yrs  Uptolyr  Uptolyr  Uptoémths Upto100days No Colour
Colour
(and long-term| Transaction Ul
rating where limit Limit
applicable)
£10m
Banks Purple (£3m if > 365 2yrs
days)
Banks Orange £6m 1yr
Banks — part Blue £10m 1yr
nationalised
Banks Red £10m 6 mths
Banks Green £10m 100 days
Banks No colour Not to be used
Limit 3 category —
Council’'s banker XXX £10m 1yr
(where “No Colour”)
Debt Management UK sovereian
Account Deposit ratin 9 £35m 1yr
Facility (DMO) g
£30m
Local authorities n/a (£6m per 1yr
authority)
£30m
Money Market Funds AAA 1yr
(£6m per fund)
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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, furthermore and in light of recent negative lending rates from DMO
the limit on investments with Barclays Bank may be removed completely

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

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

40.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.

41.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.

Investment Strategy
42.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.
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43.Investment returns expectations.

The current forecast shown in paragraph 16 includes a forecast for a
first increase in Bank Rate in May 2022, though it could come in
February.

The suggested budgeted investment earnings rates for returns on
investments placed for periods up to about three months during each
financial year, (based on a first increase in Bank Rate in quarter 2 of
2022), are as follows:

Average earnings in each year

2022/23 0.50%
2023/24 0.75%
2024/25 1.00%
2025/26 1.25%
Long term later years 2.00%

Investment treasury indicator and limit
44 . 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 2021/22 | 2022/23 2023/24
Principal sums invested over a year £3m £3m £3m
Current investments at 7 January
2021 more than 1 year

End of year investment report

45.At the end of the financial year, the Commissioner will report on
investment activity as part of the Annual Treasury Management report.

Policy on the use of external service providers

46.The Commissioner uses Link Group, 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.
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e Generic investment advice on interest rates, timing, and investment
instruments.

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

47.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 always remains
with the organisation.

48.The terms under which Link Group 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:

J 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 number 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. Abody that is considered of a high credit quality (such as a bank or building
society). For category 3 this covers bodies with a minimum colour coded
rating of green.

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 38 of Appendix
B.

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 a colour coded rating of purple or above.

(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.

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
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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.

Counterparty

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

United Kingdom

AAA rated and
Government
backed securities

Banks

Building Society

Collateralised LA Deposit*

Debt Management Office

Multilateral Development Banks
Supranationals

UK Gilts

Al Rayan Bank Plc

Bank of Scotland PLC (RFB)

Barclays Bank PLC (NRFB)

Barclays Bank UK PLC (RFB)

Close Brothers Ltd

Clydesdale Bank PLC

Co-operative Bank PLC (The)

Goldman Sachs International Bank
Handelsbanken Plc

HSBC Bank PLC (NRFB)

HSBC UK Bank Plc (RFB)

Lloyds Bank Corporate Markets Plc (NRFB)
Lloyds Bank Plc (RFB)

National Bank Of Kuwait (International) PLC
NatWest Markets Plc (NRFB)

Santander Financial Services plc (NRFB)
Santander UK PLC

SMBC Bank International Plc

Standard Chartered Bank

Coventry Building Society

Fitch Ratings
Long Short
Term Term

SB . AA-

SB A+ F1
SB A+ F1
SB ' A+ F1
SB F2
SB F2
SB' B+ B
SB A+ F1
SB ' AA F1+
NO ' AA- F1+
NO ' AA- F1+
SB ' A+ F1
SB ' A+ F1
NO ' AA- F1+
SB ' A+ F1
SB ' A+ F1
SB ' A+ F1
NO' A F1
NO ' A+ F1
B A F1

Moodys Ratings

Long Short

Term Term
SB . Aa3
SB A1 P-1
SB A1 P-1
SB . A1 P-1
SB . A1 P-1
NO ' Aa3 P-1
SB ' Baat pP-2
PO Ba3 NP
SB ' A1 P-1
SB A1 P-1
SB ' A1 P-1
B A1 P-1
SB A1 P-1
PO A2 P-1
SB' A1 P-1
SB' A1 P-1
SB A1 P-1
SB' A1 P-1
SB' A2 P-1

S&P Ratings
Long Short Band Name (Watch/ CDS CDS (CDSAdjusted  Monetary Limit Duration
Term Term Outlook Price  Status with manual
Adjusted) override)

SB| AA 6.75
Y-60mths Y- 60 mths Y - 60 mths
Y-60mths Y- 60 mths Y - 60 mths
Y-60mths Y -60 mths Y - 60 mths
Y-60mths Y- 60 mths Y - 60 mths
Y-60mths Y- 60 mths Y - 60 mths

SB' A+ 49.73

PO 52.45

PO

SB' A-
N/C-0mths | N/C-0mths N/C - 0 mths

SB ' AA- A1+ 0-12mths  O-12mths 0 - 12 mths

SB ' A+ A1 O0-12mths O-12mths  33.54 0 - 12 mths

SB' A+ A1 0-12mths  O-12mths 0 - 12 mths

B A

SB' A+ 34.04

NO' A A1 O0-12mths  O-12mths 0 - 12 mths

B A- 46.49

SB ' A-

SB' A

B A 30.16

SB ' A+ 35.51

Notes

= =

=

EEEEE



Counterparty

Building Society

Nationalised and
Part Nationalised
Banks

Leeds Building Society

Nationwide Building Society
Nottingham Building Society
Principality Building Society

Skipton Building Society

West Bromwich Building Society
Yorkshire Building Society

National Westminster Bank PLC (RFB)
The Royal Bank of Scotland Plc (RFB)

Fitch Ratings

Long

Term

SB
SB

SB
SB

SB
SB

SB

BBB+

A-
A+
A+

Short
Term

F1
F1

F2
F1

F1
F1

F1

Moodys Ratings

Long

Term

SB
SB
SB
SB
SB
SB
SB
SB

SB

A3
A1
Baa3
Baa2
A2
Ba3
A3
A1
A1

Short
Term

P2
P-1
P-3
P2
P-1
NP
P2
P-1
P-1

S&P Ratings

Long
Term

SB

SB
SB

A+

A
A

Short
Term

Band Name

(Watch/
Outlook
Adjusted)

N/C-0mths | N/C-0mths
N/C-0mths | N/C-0mths
N/C-0mths | N/C -0 mths
A1 B - 12 mths B - 12 mths
A1 B - 12 mths B - 12 mths

CDS CDS (CDS Adjusted Duration
Price  Status with manual

override)

Monetary Limit

N/C - 0 mths
N/C - 0 mths

N/C - 0 mths

B - 12 mths
B - 12 mths

Advisory notes: (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.

Notes



Key

Watches and Outlooks CDS Duration  Colour  Name
SB Stable Outlook Indicator Status 0 Months Y - 60 mths
NO Negative Outlook Y In Range 0 Months P - 24 mths
NW Negative Watch 0 Months B - 12 mths

Monitoring

PO Positive Outlook 0 Months O - 12 mths
PW Positive Watch L Out of Range 0 Months R - 6 mths
EO Evolving Outlook 0 Days G - 100 days
EW Evolving Watch 0 N/C - 0 mths
WD Rating Withdrawn

Please note that the Link Group 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 Group 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 Group. It should not be regarded as a substitute for the exercise by the recipient
of its own judgement. Link Group exists to provide its clients with advice primarily on borrowing and investment. Whilst Link Group 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 Group 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 Group or its officers, employees or agents in procuring,
presenting, communicating or otherwise providing information or advice whether sustained by Link Groups’ 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 Group 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 Group. 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 Group. Strictly private and confidential.

Treasury services are provided by 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.

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: Jan 05, 2022, 03:39:31 PM
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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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| Overall Financial Performance

The financial position for Derbyshire Police has been reviewed as at the end of November (period 8).
The assessment made of the likely outturn captures all known budget pressures, areas of underspending

and additional income streams identified to date.

Variances shown in the below table have been measured against the Revenue Budget within the
Precept Report approved at the Strategic Priorities Assurance (SPA) Board on 1 February 2021.

Revenue Budget & | Expected Year-
Overall Financial Performance Precept Report end Projection | Variance
( £000 f £000 ” £000
Office of the PCC 1,273 1,151 (122)
Grants & Commissioning (incl MOJ) 2,045 2,150 105
Income & Accounting 3,548 3,332 (215)
Derbyshire Constabulary d 195,765 192,907] (2,858)
Position Against Approved Budget 202,630 199,540| ( 3,090)

The projected underspend has increased by £0.156m from the previous report. The largest changes to

outturn estimates that have occurred since the last monitoring are: -

Projected Underspend £000
As at 15t October 2021 (2,934)
Further allocations from Police Officer Uplift Implementation provision 122
Police Staff Salaries (336)
External Training Courses 64
Indexation Assessment of PFI Unitary Fee (55)
Reduction in provision for Ascot Drive/Cotton Lane dual-running (129)
Insurance Excess - reduction in forecast to reflect spend to date (95)
IS increased forecast of Hardware and Consultancy spend 60
Dangerous Dogs - Increased forecast due to a number of litters of puppies 97
Professional Fees — Link Fees for Minimum Revenue Provision review 100
Force Partnerships (67)
Various 83
As at 3™ December 2021 (3,090)

The original amounts and the allocations made to date against the 3 provision are as follows:

SECE AR achones Earmarked Uncommitted
Provisions within 2021/22 Budget Allocation to date
£000 Description £000 £000 £000

500|Training - Staff, Premises, Laptops, Vehicles
Police Officer Uplift Inplementation 500

(343)
(95)

562

1,000

(438)

562

Assumed all will be spent - DEMS £400,000

Revenue Business Cases (Design Board) 1,000 committed to date

(1,000)

1,334/ CCMC Staff - 14 Additional Operators (
Operational Priorities Fund Tackling Speed, Police Visability, Gym, ANPR

628)

(454)

252

Total Provisions within 2021/22 Budget 3,334 (

628)

(1,892)

814

The forecast position against the Police Office Uplift Implementation budget is partly influenced by the
fact that £331k of uplift-related costs are being absorbed within other budgets which are underspending

for other reasons.




The maijority of initiatives identified to be funded from the Operational Priorities Fund are now progressing
as planned but it is expected that the 9 additional Neighbourhood Investigation Officers will not be in post
until March. Some of the in-year savings from this has been re-directed to other priorities such as the

work to make the force’s gyms covid-compliant..

£400k (ongoing) has been committed from this year's Design Board revenue funding for the DEMS
business case. It is uncertain how much of this will be incurred this year, if any, and whether any of the
remaining £600k will be allocated before 31t March. Any further business cases will be considered
against the force priorities and their ability to reduce risks and threats.

There are further items that could impact on the final outturn position but as yet are not quantified. These

include:

¢ Any underspends from the Design Board Business Case provision (up to £1m)
e Potential changes to the Minimum Revenue Provision (up to £1.080m)

The projected impact on force usable reserves from the projected outturn proposed, is as follows: -

Bal t Projected Proposed c PrtC{jgc:gd Estimated
Usable Reserves ;”aolgl:;ls a Movements Allocation of c;g ga:itlglns Balances at
2021/22 Underspends 2021122 31/03/22
£000 £000 £000 £000 £000

2021/22 Precept Report
General Reserve 5,500 5,500
Earmarked Reserve
- Usable 4,271 621 4,893
-Non-usable 2,907 (439) 2,468
TOTAL RESERVES 12,678 182 12,861
2021/22 Period 8 - November 2021
General Reserve 5,500 5,500
Earmarked Reserve
- Usable 6,143 3,385 9,528
-Non-usable 2,825 (440) 2,385
TOTAL RESERVES 14,468 2,946 17,414

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




| Key Variances

Anticipated Savings

Additional Spending

£000

Police Officer Salaries
Police Pensions

Police Staff Pay

Police Officer Uplift Implementation
South Division

Corporate Services

Assets

Information Services

Finance & Business Support
Various

Premises Costs

Fire Precaution Work

Central Maintenance Contracts
Rates

Various

Transport Costs
Travel costs
Hire of Vehicle
Insur XS
Various

Police Uplift Implementation
Printing & Stationery
Insurances

Interpreters

Various

Regional & National Operations
OPCC
Operational Priorities Fund

Income

Court Compensation
Costs Recovered
Drugs Profit Income
Various

Debt Charges
Grants & Partnerships
Partnerships - Force
Contribution to Reserves

TOTAL

( 286)
(17)
( 252)

( 194)

(87)
(21)

(5,231)

Police Officer Overtime

Other Employee Expenses

CCMC

Cleaning Contract
Utilities
Repairs and Maintenance

Fuel

389

106

166

324
72
145

65

Supplies & Services and Agency Costs

IS Costs

Special Expenses Re Crime
Recovery of Vehicles Police
Dangerous Dogs

Agency

Professional Fees

TOTAL

317

70
126
95
256

10

2,141




Police Officers (£0.938m) underspend:

Police Officer Salaries (£1.255m): The budget allows for an average strength of 1893 officers during the
year, with a phased increase to its Uplift target of 1918 officers by March 2022. As at the start of
December 2021 the force was 18 officers under the budgeted strength. Due to the number of leavers
per month increasing and the November intake of transferees having to be cancelled, the full
establishment of 1918 will now be reached at a later date than previously forecast.

Police Officer Overtime £0.413m: The largest overspends on Police Officer overtime are £0.180m on
Major Crime and £0.104m on Operational Support.

Police Pensions (£0.096m): The current estimate is for 7 Ill Health Retirements during 2021/22 against a
budget of 10. A portion of the underspend will be used to offset a forecast overspend on Injury Allowance
due to a large backdated payment.

Police Staff Pay (£1.619m) underspend:

Police Staff Salaries (£1.983m): (£0.405m) is uncommitted spend from the Police Uplift Implementation
Provision. Information Services (£0.298m) and South Division (0.318m) have the largest underspends,
South Division is a result of vacancies in PCSO and DSI posts and Information Services currently have
10 vacant posts. The underspend excluding the (£0.500m) from the provision represents 3.2% of the
salaries budget which indicates the current vacancy factor is 7.2% compared to the 4% allowance that is
budgeted for. There has been an increase in the underspend on Police Staff salaries across the force
due to the length of time it is taking to recruit into vacant posts and an increase in the rate of leavers.

Police Staff Overtime £0.364m overspend: The overspend on overtime offsets the forecast underspend
on salaries with the majority being incurred in Contact Management.

Premises £0.497m overspend:

The largest overspend in Premises is £0.324m on the Cleaning Contract, the forecast includes the cost
of the new contract and is based on an implementation date of September. A review of the LLP costs is
currently being undertaken to establish a fair share of the charges across both Fire and Police for areas
of shared occupancy.

Income: (£0.318m) surplus

The surplus income for Court Compensation is based on the income received to date, the force has
already received £0.331m against a budget of £0.300m. For Costs Recovered there is £0.028m
additional income for the Apprenticeship incentive and £0.050m income received for the Traffic Cops
television series. The force does not budget for Drugs Profit Income.

Debt Charges: (£0.194m) underspend

It has been assumed that the profit share on joint ventures will increase based on the actuals received in
the last two years, the increase of (£0.150m) has allowed for the increase in some costs allocated to the
LLP e.g. the cost of the new cleaning contract.

The external borrowing costs are also forecasting an underspend of (£0.044m). No external borrowing
was taken out in 2020/21 due to delays in capital projects and a healthier cash flow position at the end
of the year than envisaged. This has reduced borrowing costs in 2021/22. Borrowing totalling £20m was
taken out in December and this is reflected in the figures.



| Treasury Management

Previous | Original This Last
Year Budget Month Month
£m £m £m £m
PWLB 12.923 24.878 12.458 12.502
PFI Liabilities 7.618 6.364 6.782 6.887
Total Borrowing 20.541 31.242 19.240 19.389
Total Average Investments 18.731 11.500 18.057 18.452
Total Investment Income (0.020) (0.010) (0.0033) (0.0025)
Average Interest Earned to
date 0.121% 0.090% 0.023% 0.022%
Average LIBID Rate to date -0.071% -0.082% -0.082%
Average Base Rate to date 0.100% 0.100% 0.100% 0.100%

Borrowing

The budget of £24.878m for borrowing was based upon the assumption of £6m borrowing in the final
quarter of 2020/21 and a further £7.290m of new borrowing during 2021/22. The Capital Programme has
been reviewed and will be presented to the Public Assurance Board in January. Due to low PWLB rates
£20m of borrowing was taken out in December to help fund the Capital Programme in 2021/22 and
2022/23.

Investment Income

The bank rate until the 10 March 2020 was 0.75%, it was then reduced twice to a record low of 0.10% in
an emergency response to COVID-19. On the 16 December the base rate was increased to 0.25%. In
response to the financial climate, investments have also been taken out for shorter periods. This has had
an impact on investment income. The expected investment income for the whole year is likely to meet
the budget of £0.010m given that the cashflow/investment income is likely to improve as a result of
borrowing being taken out in December and the base rate increasing.

| Capital |
Equipment . Regional
Buildings & T | BeSi9n | emcTiu | lead Total
. Board
vehicles force
£000 £000 £000 £000 £000 £000 £000

Actual to Period 08 - 03rd
December 2021 3,690 536 1,331 13 137 17 5,725
Commitments & Contracts to be
paid 941 883 709 68 145 60 2,805
Total to Period 08 - 03rd 4,631 1,420 2,040 81 282 76 8,530
December 2021
Revised Capital Programme (incl
slippage) 10,891 1,771 4,176 2,023 320 0 19,181
Budget remaining 6,260 351 2,136 1,942 38 (76) 10,651




Capital Programme

The Capital Programme was approved at SPA Board on the 1st February 2021, the capital programme has
been revised to include slippage from 2020/21 which has been approved by the Financial Assurance Board.
The budget also includes schemes approved from the Uplift implementation fund (vehicles and airwave
terminals) and schemes funded from the Operational Priorities fund (e-bikes, ANPR and making gyms covid-
compliant). Any additional funding for CREST schemes/EMCTIU has also been reflected in the budget.

Building Schemes

Co-locations with Fire — No new schemes have progressed in 2021/22.0ptions for Police only SNT bases
are being considered rather than shared facilities. Budget has been moved from this budget head to SNT
Building Refurbishments/replacements to reflect this.

Derby East LPU Accommodation — Construction works on the Derby East LPU reached practical completion
stage in July, internal furniture and IS fit out is complete, the building occupation has been delayed to early
2022 due to UPS back up failure. The scheme is overbudget due to an increase to specification
requirements for both CCTV and UPS installations.

North East Division Accommodation- The North East Division Accommodation is no longer going ahead,
part of the budget has been moved from this scheme to cover the overspend on the Derby East LPU
Accommaodation and also to SNT Building Refurbishments/replacements.

North West Division Accommodation - Options are still being considered.

Wyatts Way Locker Room — Main works have been completed and the building is occupied and in use.
Contact Management Centre Extension — The main works commenced in April and are due to complete in
January 2022, the contractor is running behind programme due to labour and material issues.

Vehicle Compound — Phase 1 resurfacing works were completed in December 2020 and Phase 2 works
were completed in July 2021. A planning application has been submitted for the training rig scheme and a
decision is awaited.

Other schemes — Competitive tenders are being sought by the PFI provider for the Custody works at Derby
DHQ. A start date is awaited for the Plant room works at Wyatts Way. Consultants are working on the
design for Chesterfield Air Handling Unit. Following a condition survey on the Old Hall at Headquarters a
report is awaited on likely costs. Other new schemes are being considered by the Estates Board.

Equipment and Vehicles

Vehicles — Although orders have been placed for vehicles, a worldwide shortage of microchips has resulted
in manufacturing/delivery delays of 18 vehicles, these will now be received in 2022/23.

Equipment — Some of the spend on equipment, relates to Design Board commitments.

IS Schemes

IS replacement schemes — Most of the budget for end user devices has been committed to support agile
working. Storage upgrade works have been completed. Budget is also included for Firewall replacements
and ANPR replacements. The firewall replacements are likely to take place in 2022/23.

IS Infrastructure Projects — Budget is included for an upgrade of the corporate telephone system and
replacement of the old network. Some of these works may not be completed until next year. The Original
budget included £0.5m for the Niche upgrade, this budget has been removed from the capital programme
as the cost is being met from revenue.

Call Centre Telephone Replacement Scheme — the Force and Capita have agreed to stop the project. A
review will take place to understand the impact of this decision and to address any urgent issues.

ESN — Due to the delay in the ESN project further airwave terminals have been ordered part of this cost will
be met from the uplift implementation fund.

Design Board Capital Projects

Provision of £1.985m (including slippage from customer projects in 2020/21) is included for projects to be
approved by the Design Board, in addition the budget also includes £0.038m for e-bikes. £0.076m of the
budget relates to commitments on customer projects last year. New business cases totalling £0.205m for a
laser scanner, Tactical rifle night vision lenses, forensics collision investigation unit equipment and kit for
agile working have been approved to date. The majority of the £1.985m budget will not be spent in 2021/22.



Due to delays and changes in schemes, the Capital Programme has been reviewed, £7.7m budget in
2021/22 will have to be slipped forward to future years, this will be reflected in a report to Public Assurance
Board in January.

| Savings |

Procurement Savings are monitored and reported on a quarterly basis. The table below shows the savings
that have been achieved during the first four months of this financial year.

Police Commercial Savings Tracker 2021/22

Total Savings Recurring / (ée:’?::;e

Contract / Service e Ol 0l (£000)
Custody Medical Services 27 | Recurring 27
IT Hardware, Software & Consumables 178 | One Off 178
Digital Barriers 2 | One Off 2
Insurance Cover & Associated Service 37 | Recurring 37
IT Telecommunications 49 | Recurring 49
Utilities 39 | One Off 39
Virtual Courts 11 [ One Off 11
Construction 5 | One Off 5

348 348

A procurement saving is where the organisation has managed to affect a lower unit price against a baseline
unit price through negotiation/positive intervention. Spend reduction (or increase) is simply that, a
reduction/increase in overall spend.

It is feasible to make individual procurement savings even though overall spend has increased, it really
means that, had the procurement savings not been made, then spend would have gone up by even more.



| Detailed Budget Analysis Annex A

Revenue Expected
Budget & Year-end
Derbyshire Police Precept Report| Projection Variance
' £000 " gooo [ £000
Crime & Territorial Policing 21,789 21,857 68| O
Operational Support 18,910 19,294 384| O
Corporate Services 19,391 18,839 (552) O
Finance & Business Services 7,862 7,932 70 O
Force 118,206 115,489 (2,717) (0]
Contributions to Regional Units 9,608 9,497 (111) (@]
Office of the PCC 1,273 1,151 (122) @]
Grants & Commissioning (incl MOJ) 2,045 2,150 105 O
Income & Accounting 3,548 3,332 (215)] O
TOTAL 202,631 199,541 (3,000)| O
Expected
Precept Year-end
Subjective Analysis Original Budget| Projection Variance
4 4 4
£000 £000 £000
Police Officers & Pensions 108,897 107,935 (962) O
Police Staff 50,850 49,231 (1,619) @)
Other Indirect Officer/Staff Costs 725 831 106 O
Premises 10,283 10,609 326 O
Transport 3,874 3,613 (261) O
Supplies & Services, Agency, Pay and Price 23.669 23.970 301| O
Contingency, Debt Charges
Regional Units 9,608 9,497 (11| O
Secondment 0 - -1 O
Contribution to National Policing 54 -121 (175)| ©
BCU Funds 321 321 -1 O
Partnerships & Other Grants 667 580 (87) O
Contribution to/(from) Reserves (403) (424) (21) O
Office of the PCC 1,273 1,151 (122)] O
Grants & Commissioning (incl MOJ) 2,045 2,150 105 | O
Income (Including Interest Receipts) (9,930) (10,248) (318) O
Operational Priorities Fund 698 446 (252) O
TOTAL 202,631 199,541 (3,090) @)
() Underspend
O Low risk/no action required
@) Medium risk/management review required
(] High risk/management attention required




| Detailed Capital Analysis Annex B
Actual,
Scheme Total Original Total Revised | Commitments Bud.g?t Spend
Budget Budget & Contracts to Remaining
be paid
£000 £000 £000 £000 %
Expenditure
Co-locations with Fire 400 0 -1 1 0%
Major New/Replacement Buildings 4,999 6,356 2,379 3,977 37%
Other Building Work/Land 2,982 4,535 2,252 2,283 50%
IS/Communications 3,382 4,176 2,040 2,136 49%
Vehicles 1,500 1,651 1,169 482 71%
Equipment 35 120 251 -131 209%
Design Board 1,735 2,023 81 1,942 4%
EMCTIU 175 320 282 38 0%
TOTAL 15,208 19,181 8,454 10,727 44%9
Regional Projects 0 0 76 -76
(to be recharged)
TOTAL 15,208 19,181 8,530 10,651
Reserves - Annex C
Balances at Projected Proposed Projected Estimated
31/03/21 Movements Allocation of | Contributions to Balances at
2021/22 Underspends Capital 2021/22 31/03/22
£000 £000 £000 £000 £000
GENERAL RESERVES 5,500 5,500
EARMARKED RESERVES
Useable:-
Operational Funding & Investment 2,883 2,500 5,383
Covid Fund 757 (163) 594
Uplift Fund 497 - 497
Carry-forwards 840 (109) 731
PCC Grants & Commissioning Reserve 1,166 (100) 1,066
Local Council Tax Support 1,257 1,257
6,143 3,385 - - 9,528
Non-useable:-
PFI- llkeston 924 (84) 840
PFI- Derby 1,754 (361) 1,393
Insurance 147 5 152
Carry-forwards non Force - - 0
2,825 (440) 0 0 2,385
TOTAL EARMARKED RESERVES 8,968 2,946 - - 11,914
TOTAL RESERVES 14,468 2,946 - - 17,414
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