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CUMBRIA POLICE & CRIME COMMISSIONER’S PUBLIC ACCOUNTABILITY CONFERENCE

In line with the COVID-19 Government Guidelines The Police and Crime Commissioner’s
Public Accountability Conference will take place remotely on Friday 19*" February 2021,
at 10.00am.

The purpose of the Conference is to enable the Police and Crime Commissioner to hold
the Chief Constable to account for operational performance.

If you would like to join the meeting as a member of the public or press, please contact
Paula Zutic on paula.zutic@cumbria.police.uk you will then be provided with a copy of
the dial in details. Following the meeting papers will be uploaded on to the
Commissioner’s website.

V Stafford
Chief Executive

Attendees:
Police & Crime Commissioner - Mr Peter McCall (Chair)
OPCC Chief Executive - Mrs Vivian Stafford

Joint Chief Finance Officer
Chief Constable

Mr Roger Marshall
Mrs Michelle Skeer


mailto:paula.zutic@cumbria.police.uk

AGENDA

PART 1 —ITEMS TO BE CONSIDERED IN THE PRESENCE OF THE PRESS AND
PUBLIC

1. APOLOGIES FOR ABSENCE

2. URGENT BUSINESS AND EXCLUSION OF PRESS AND PUBLIC
To consider (i) any urgent items of business and (ii) whether the press and public should be
excluded from the Meeting during consideration of any Agenda item where there is likely
disclosure of information exempt under s.100A(4) and Part | Schedule A of the Local
Government Act 1972 and the public interest in not disclosing outweighs any public interest in
disclosure.

3. QUESTIONS FROM THE PUBLIC
An opportunity (not exceeding 20 minutes) to deal with any questions which have
been provided in writing within at least three clear working days before the meeting
date to the Chief Executive.

4, DISCLOSURE OF PERSONAL INTERESTS
Attendees are invited to disclose any personal/prejudicial interest, which they may
have in any of the items on the Agenda. If the personal interest is a prejudicial
interest, then the individual should not participate in a discussion of the matter and
must withdraw from the room unless a dispensation has previously been obtained.

5. MINUTES OF MEETING
To receive and approve the minutes of the Public Accountability Conference held on
the 11" December 2020 (copy to follow)

6. FINANCIAL SUMMARY 2020/21 — QUARTER 3 TO DECEMBER 2020
To receive and note the quarter three financial summary which incorporates the
Commissioner’s revenue budget, Constabulary revenue budget and capital monitoring
report for the period up to 31 December 2020 (copy to follow)

7. TREASURY MANAGEMENT ACTIVITIES 2020/21 QUARTER 3 (OCTOBER TO
DECEMBER 2020)
To receive & note the OPCC Treasury Management Activities 2020/21 Report —
Quarter 3 to December 2020 (copy to follow)



8. DECISION 001-2021 — CAPITAL STRATEGY 2021/22
To receive, note and approve the Capital Strategy 2021/22, comprising:

A) CAPITAL STRATEGY 2021/22 (inclusive of prudential indicators 2021/22 to
2024/25 (copy to follow)

B) CAPITAL PROGRAMME 2021/22 TO 2030/31 (copy to follow)

C) TREASURY MANAGEMENT STRATEGY STATEMENT 2021/22 (inclusive of
Investment Strategy, Borrowing Strategy, MRP Statement) (copy to follow)

9. DECISION 002-2021 - 2021/22 BUDGET AND MEDIUM TERM FINANCIAL FORECAST
To receive, note and approve the Budget and Medium Term Financial Forecast reports

A) LOCAL GOVERNMENT ACT 2003 REQUIREMENTS REPORT (copy to follow)

B) BUDGET 2021/22 AND FINANCIAL FORECASTS 2022/23 TO 2024/25 (copy to
follow)

C) RESERVES STRATEGY 2021/22 (copy to follow)

PART 2 — ITEMS TO BE CONSIDERED IN THE ABSENCE OF THE PRESS AND
PUBLIC

(Any members of the public or press in attendance will be asked to leave the
meeting room prior to consideration of these matters.)

10. DECISION 003-2021 — CORPORATE SUPPORT ANNUAL UPDATE
To receive, note and approve the consolidated annual Corporate Support update
including progress and forward plans within the current Estate, Fleet and Commercial
strategies. (copy to follow)

11. DECISION 004-2021 - ICT STRATEGY 2019 - 2022
To receive, note and approve the ICT Strategy (2019-2022) (copy to follow)
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CUMBRIA POLICE & CRIME COMMISSIONER
PUBLIC ACCOUNTABILITY CONFERENCE

Minutes of the Public Accountability Conference held on

Friday 11 December 2020 remotely via TEAMS conference call
at 10:00am

PRESENT

Police & Crime Commissioner - Mr Peter McCall (Chair)
Also present:

Chief Constable (Michelle Skeer);

Assistant Chief Constable (Andy Slattery);

Joint Chief Finance Officer (Roger Marshall);

OPCC Chief Executive (Vivian Stafford);

Constabulary Communications Officer (Nick Griffiths);

OPCC Media & Communications Officer (Laura Milligan);
OPCC Executive Support Officer (Paula Zutic) — taking minutes

PART 1 - ITEMS CONSIDERED IN THE PRESENCE OF THE PRESS AND PUBLIC

In line with the COVID-19 Government guidelines the Public Accountability Conference was
held remotely via TEAMS.

001. APOLOGIES FOR ABSENCE

Apologies for absence were received from the Deputy Chief Constable (Mark Webster);

002. QUESTIONS FROM MEMBERS OF THE PUBLIC

No questions had been received from members of the public prior to the meeting.

003. URGENT BUSINESS AND EXCLUSION OF THE PRESS AND PUBLIC

There were no items of urgent business to be considered by the Committee.
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004. DISCLOSURE OF PERSONAL INTERESTS

There were no disclosures of any personal interest relating to any item on the Agenda.

005. MINUTES

The Chair presented the minutes of the Public Accountability Conference held on the 4t
November 2020, these had previously been circulated with the agenda. The minutes were
agreed as an accurate record and signed by the Chair.

RESOLVED, that, the

(i) Minutes of the Public Accountability Conference held on the 4t
November 2020 be confirmed as a correct record and signed by the
Chair;

006. PERFORMANCE PRSENTATION

The Assistant Chief Constable presented the report, the purpose of which is to provide
information to the public that shows performance in the context of the demand the police
service deals with; the productivity of the officers; and staff and the outcomes that are
delivered. The report covers the period 12 months to the end of October 2020, and provides
assurance to the Commissioner that the Constabulary is focusing its resources and time on the
right things and through the right activity.

Over the last 12 months there have been 277,253 contacts into the control room, made up of
59,832 emergency calls (999) and 176,508 non-emergency calls (101) as well as 40,913 non-
emergency emails (101 emails).

All calls into the Constabulary are answered and dealt with by a Police Officer in the
Command and Control Room. This takes longer to deal with but provides a better and more
robust service to the caller, often providing reassurance in difficult and stressful situations, as
well as knowledgeable and practical advice. This also often negates the need for a Police
Officer to travel to the incident, which helps us to manage our resources better.

The approach utilises Lean principles, by having the most capable resource (that is, the most
knowledgeable, experienced and skilled) at the front end of the process to drive out
inefficient and wasteful activity and to view the system as a whole. The approach shifts the
emphasis from a call centre ethos (handling calls for service and passing them on to be dealt
with) to a problem-solving ethos where officers seek to resolve calls for the caller
immediately they are received.
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Using Police Officers’ experience and knowledge means that the Constabulary can ask the
right questions to determine the best course of action for the person calling us. The THRIVE
decision model helps the Constabulary to decide the most appropriate response to provide by
considering threat, harm, risk, investigation opportunity and engagement opportunities. This
is especially useful and responsive for people who may be more vulnerable , which is one of
the increasing demands (examples include domestic violence and child sexual exploitation).
HMIC has commented on the quality of this service to the public and how it contributes
significantly to protecting the public.

The approach delivers a command and control culture to keep people safe, provide optimum
management of police resources to respond to incidents and, lay the foundations for
managing out demand that is not appropriate for the police to deal with.

The model - Threat, Harm, Risk, Investigation, Vulnerability and Engagement - is used to
assess the appropriate initial police response to an emergency call. The incident is graded as
either scheduled, priority or immediate response and then passed to a dispatcher who uses
an IT system and GPS to identify and deploy the most appropriate and timely resource. The
dispatcher also has responsibility for relaying the background information that has been
gathered, to the attending officers.

Rather than having a “one size fits all” approach to certain types of crime, THRIVE allows the
Constabulary to service the needs of each victim and puts officers and staff where they are
needed most. It enables CMR to make appropriate decisions about the required level of
resource. For example, it could mean that a phone call from an Officer may resolve a situation
that in the past would automatically have required a home visit.

The Constabulary also has a Safeguarding Desk and Digital Media Investigators in the CCR to
provide an experienced and better quality response to keep people safe as soon as possible,
to improve initial contact, and speed up response

The FIM (Force Incident Manager) has oversight of the Command & Control Room.

The chart on slide 5 (the presentation is available to view on the Commissioner’s website

here) shows all incoming telephone and 101 email demand during 12 months to end October

2020

key points to note are that:

* 31% of people who call the Constabulary want to speak to departments or an individual
and choose to connect directly to them

* 83% of all calls are for non-emergencies

* The first lockdown period resulted in a reduction in 999 and 101 calls, but these are
returning to pre-pandemic levels

*  Whilst telephone demand into the CCR has reduced by 7% compared to the previous
year, demand has shifted to online requests for service resulting in an overall 9% increase
in requests for service. Over the past 12 months, 40,913 emails and forms were dealt
with in CMR compared to 6,115 in the previous 12 months.
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* Emails and online forms now account for 10% of all demand, compared to 2% in the
previous year.

Answering emergency calls is always a priority for the Constabulary and the performance
figures show that - over the past 12 months —the Force are answering 98% of 999 calls.

The current median average answering time for emergency calls is 3 seconds — which is being
sustained.

For the 101 into the CMR —
* The average call answering time over the past 12 months is 2 minutes 25 seconds, a
considerable improvement on 12 months ago when it was over 8 minutes.
* There were around 64436 abandoned 101 calls into CMR over the past 12 months . A call
can be abandoned at any point in the process and all of this data is now captured
* The average time people wait before abandoning a 101 call is under 3 minutes. Callers
often abandon before the introductory message, some hang up when queued and some
hang up and call back
* It should be noted that an abandoned call is not always a negative because callers may
choose to end the call (or abandon the call) for a whole host of reasons including:
* domestic reasons
* interruptions or
* their query has been answered by the recorded messages on the system, for
example when they know they can report online

The daily levels call answering times fluctuate significantly and are impacted by a number of
variables- demand driven - increased calls on certain days, times of year, when weather is
very good or very bad and resources available for answering.

Trend lines provide an opportunity to understand the direction of travel for call answering,
and this shows an improving picture. There is a significant range of activities happening in the
Constabulary to improve processes and response to the public — these include:

* The Constabulary’s response to HMICFRS national thematic report, A Call for Help - Police
contact management through call handling and control rooms 2018/19- which was
published on 9 July 2020. Key points are being addressed and managed by our Cumbria
Constabulary Improvement Plan (CCIP). Work is being undertaken on:

* measures and abandonment rates

* ensuring the effectiveness of the Safeguarding Desk and its use

* improving quality assurance to manage risk and embedding the approach via the
SBC process

* abusiness case for improving the website is due to be considered in December

* training for officers and staff in the room

* investment in technology and associated processes

* Implementing the national contact management strategy

NOT PROTECTIVELY MARKED
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Advice was provided by police officers directly speaking to members of the public who called
the Constabulary for help on over 52,000 occasions in the past year, an increase of approx.
8,000 compared with a year ago. The amount of advice provided to the public shows the
value of putting a lot of information online, making it easier for the public to access. This is
ongoing work.

Key points to note about demand are:

e Incidents have decreased over the last three years. However they were starting to
increase prior to March 2020, have reduced during lockdown and have started to increase
again from August.

e The impact of Covid 19 on demand is significant and this was outlined to the

Commissioner at the PAC in October 2020. In summary, the key points are:

» Anincrease in ASB compared to the previous year. This is driven by Covid related
incidents, and once these are removed, the underlying level for ASB is 12% lower than
the previous year

» Public safety and welfare incidents initially reduced for a short period after lockdown,
but have been at or above 2019 levels since April. The category includes the two
highest volume categories of incident, which always feature in our top demand -
concern for safety and suspicious circumstances/premises /vehicle.

» Crime and traffic related incidents are significantly lower

e Although overall incident demand is lower than previous years, this masks some key

changes
* There has been a shift of demand from North and South to West — centred on the
LDNP

* Of the top 10 busiest days since 2017, the Constabulary have experienced 7 of these
since March 2020

* ltis predicted that this change in demand will continue for as long as the pandemic
lasts and people come to Cumbria instead of holidaying in other countries. It should be
noted, that the specific incidents that are consistently increasing during peak times are
those that take less time to deal with and this goes some way to balance the increased
volume during that time.

Protecting vulnerable people is a key priority for the Constabulary, underlined by our mission
to Keep People Safe. Increases in demand are forecasted for most of the areas within this
section.

In Cumbria, volume is low for so-called Honour-Based Violence (HBV), Female Genital
Mutilation (FGM), forced marriages and modern slavery and human trafficking (MSHT).
Hate crime increases of 22% comprise an additional 138 crimes recorded compared to the
previous year volume —the largest offence type being public order ( +86 crimes) and race
related hate crime accounting for 100 of these additional crimes (up 32%) and homophobic
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up by 42 crimes (+39%).

Missing persons demand is significantly down as a result of Covid and lockdowns. These types
of incident take significant time and resource to deal with and the initial reduction in their
volume, freed up significant resource enabling more visible patrol, supporting the
engagement with the public through the 4E approach and the ability to deal with the
increases in other incident types.

A key feature is mental health related crime which has risen by 486 crimes, with violence
against the person crimes accounting for 355 of these- 0% of these offences are violence
without injury and stalking and harassment.

Child and adult safeguarding reporting has increased although child sexual offences are down
by 24% and missing persons declining There is an expectation that much of this will increase
as the country comes out of the pandemic and the Covid 19 effect on crime reduces, resulting
in more crime being reported when people feel able to do so — including many third party
reports.

There are no dedicated functions or teams to address each specific category - all serious crime
investigation and safeguarding issues are dealt with by the Crime and Safeguarding Teams
(CASTs) and, in the main, patrol deals with missing persons, people with mental ill health and
stalking and harassment as part of incident response and investigations of a less serious
nature. These areas of policing provide demand challenges because of Cumbria’s ageing
population, greater public awareness and expectations, more effective identification and
reporting, increases in crime reporting and significantly improved crime recording, greater
complexity of investigations and preparation for court hearings.

Latest data identifies that the Constabulary performs above the national average rate for
convictions at both courts and the latest comparable data published is for 2019 which
identifies that Cumbria is eighth out of 42 forces for its successful conviction rate at 84%.
The focus is to make sure that the Constabulary keeps people safe by effectively investigating
and prosecuting and we continuously seek ways to improve how this is achieved.

The Commissioner thanked the Assistant Chief Constable for his report and following a
discussion the report was noted.

RESOLVED, that,

(i) The report be noted;
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007. THEMATIC PRESENTATION — COMMUNITY RESPONSE

The Chief Constable presented the report, which demonstrates how Cumbria Constabulary
have used the additional money raised by the Police & Crime Commissioners Council Tax
Precept, and also the additional funding pledged by Government for Operation Uplift.

2019/2020 the country was starting to come out of austerity and this allowed the Constabulary
to create dedicated teams to target pro-active work.

In 2020/2021 during the consultation for the Council Tax Precept, members of the public had
told the Commissioner what key areas were important to them. Dedicated Missing from Home
and Mental Health Officers were introduced.

The Commissioner supported the Chief Constable to start early recruitment of 51 additional
Officers for Operation Uplift. The national target was to achieve this in 18 months — Cumbria
Constabulary achieved it in 6 months. This allowed Officers to be brought back into rural areas
— Keswick, Windermere, Brampton, Ambleside etc. The rural officers are linked into Local Focus
Hubs and Child Centred Policing.

Focus Hubs operate at a local level and enable different partner agencies to work together. This
model started as a proof of concept in Allerdale and has grown organically and has now rolled
out to the 6 Districts across Cumbria. Best practice is shared across all areas.

Child Centred Policing looks at problem solving in the neighbourhood, and looks at the family
as a whole enabling issues to be addressed at the source. This also links to Police Cadets and
Mini Police schemes.

This work has already been peer reviewed, but another review is imminent in January 2021 by
Durham.

Engagement events are key to deliver pro-active policing messages. The Constabulary are
constantly looking at engagement with communities through the Local Focus Hubs and
dedicated Neighbourhood Policing Teams. The Cadets and Mini Police have been a huge
success and deliver key messages to their peers and parents (e.g. road safety messages).

During Covid, on-line training programmes have been developed for the Cadets and Mini-Police
so that they can have virtual lessons. Vocational qualifications are being looked at (similar to
Duke of Edinburgh Awards), and Safeguarding has been introduced for Cadet Leaders. Some
activities have continued where it is Covid safe to do so.

Social media is also used widely by the Constabulary to deliver key messages, many Teams
within the Force have their own Face Book Page / social media accounts.

Community resolutions are utilised where possible, as a lot of complainants want an apology
and to make the person aware of the impact of their actions. This helps to stop some of the
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criminal behaviour escalating. Nobody wants to criminalise children, just to help them get back
on the rails if at all possible.

Commissioner noted the effort that has gone into recruiting the additional Officers for
Operation Uplift. Over the last 4% years there has been a significant increase in Officer
numbers, that has had huge challenges, especially with Covid and the Constabulary should be
proud to have achieved their target in 6 months.

The Commissioner wished to formally congratulate everyone involved and it was noted that we
are already seeing the effect of the additional officers and he hopes that the public appreciate
and are re-assured by that.

The Chief Constable advised that Phase 2 of Operation Uplift will be going ahead in 2021, and
the Constabulary are currently waiting for the allocation number to be confirmed, however —

recruitment has already started and we should be 17 ahead by March 2021.

It was noted that we currently have more Officers in Cumbria than we have ever had — with
more to come.

The Commissioner thanked the Chief Constable for her report and following a discussion the

report was noted.

RESOLVED, that,

(i) The report be noted;

Meeting concluded at 11:00

Signed: Date:
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The Police and Crime Commissioner for Cumbria

Financial Summary 2020/21 as at 31 December 2020

Group Revenue Budget
Group Overspend £250k (0.23%)
Constabulary Underspend £46k (0.03%),

PCC Overspend £296k (1.2%)

ot

Operation lectern - Covid 19

The current forecast combined revenue and capital
spend on the Constabulary COVID 19 response
(Op. Lectern) is £1.204m

(revenue £1.204m, capital £0k).

(see page 6 for more details)

Public Accountability Conference 19 February 2021

u{f. 1

" - A

Constabulary Revenue Budget
Underspend £46k (0.03%)
Increased Expenditure £3k (0.00%),
Reduced Income £49k (0.93%)

(see pages 3 and 4)

Operation Uplift

The current forecast combined revenue and
capital spend on Operation Uplift is £1.861m

(revenue £1.861m, capital £0k).

(see page 7 for more details)

Capital Budget

The effects of the global pandemic are being felt
in all departments and as a result several schemes
have been re-profiled into 2021/22. Most of the
planned vehicle replacements are ordered, but
production and delivery have been delayed. In
relation to ICT, new agile ways of working need to
be fully reviewed and the impact on the future
ICT infrastructure is still to be evaluated, resulting
in delayed expenditure. (see page 5)

Treasury Management

Investment balance @ 31/12/20 £15.873m A 4
(down from £20.237m at 30/09/20).
Quarterly average daily balance - £22.996m

The current investment income forecast has been
reduced from £96k to £15k to reflect the
extremely low interest rates currently being
received whilst prioritising the security of the
principal funds.
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Description

Office of the Police and Crime Commissioner
Other PCC Budgets
Movements To / (From) Reserves

Revised
Budget

2020/21
£'000s

812
(23,666)
(1,792)

Forecast
Expenditure
/ (Income
2020/21
£'000s

812
(23,370)
(1,792)

Forecast
(Under)/
Overspend
2020/21

%

0.00%
(1.25%)
0.00%

Change in
Forecast
SEP-20 to
DEC-20
£'000s

Total OPCC Budgets

(24,646)

(24,350)

(1.20%)

Funding Provided to the Constabulary

134,846

134,800

(0.03%)

Net Expenditure

110,200

110,450

0.23%

External Funding
Total

(110,199)
1

(110,199)
251

0.00%

PCC Revenue Budget 2020/21 as at 31 December 2020

Expenditure & Income Variances

Includes reductions in staffing (£9k) and transport
(E4k) offset by increases in printing, catering and supplies and services
(£13Kk).

Other PCC Budgets +£296k

Additional expenditure on Premises (£150k) mostly on increased repair
and maintenance £82k, additional cleaning £90k both as a result of the
Covid-19 pandemic, increased business rates £49k and other premises
£16k, offset by reductions in utilities £87k.

Increased expenditure on insurances £62k.
Reduction in investment income £81k.
Statutory accounting adjustments £3k.

The underspend is in the
main due to additional net expenditure in response to Covid-19 (PPE,
sanitisers, ICT cost, overtime etc offset by government grants in respect
of lost income, PPE reimbursements and additional patrols

Savings to in-year budgets as a result of reduced activity in areas such
as travel, fuel and training during the covid pandemic are estimated at

The balance on the police property act fund as at 31 December 2020 was
£69k. Details of the awards made from this fund to community bodies can
be found on the Commissioners website. https://cumbria-
pcc.gov.uk/what-we-do/funding/property-fund/

£919k, these are however offset by reductions in core income not
covered by grants of £124k.

Pages 3 and 4 provide a more detailed analysis of the Constabulary
revenue budget position.

Details of the constabulary budget position are included on the following pages.



https://cumbria-pcc.gov.uk/what-we-do/funding/property-fund/
https://cumbria-pcc.gov.uk/what-we-do/funding/property-fund/

Constabulary — Revenue Budget 2020/21 (1)

_— . " Budget
Description Revised Forecast Forecast Forecast Forecast Change in

Budget Expenditure  (Under)/ (Under)/ (Under)/ Forecast c ate S " 110964 963 111.609. 630
/(Income) Overspend Overspend Overspend SEP-20 OrpOrate sUppo T H
2020/21 2020/21 2020/21 2020/21 @ SEP-20 to DEC-20 L

£'000s £'000s £'000s % £'000s £'000s Chief Officers 1636755 590,307
Crime Command 2,459,377 2,508,688 49 311

Constabulary Funding Territorial Policing Command 4,930,297 5,108,244 177,947
Police Officers 94,049 94,885 836  0.89% 645 191 Corporate Support 3,677,004 3,118,710 (557,284)
Police Community Support Officers 2,272 2,328 56 246% [ 71 (15) Corporate Improvement 161,238 262,036 100, 795
Police Staff 24,318 24,490 172 0.71% (31) 203 Legal Services (141,535) (97,777) 43,758
Other Employee Budgets 2,075 2,032 (43)  (2.07%) (237) 194 ICT & Inform aton Management 5,731,353 5,572,161 (159,192)
Transport Related Expenditure 2,020 1,857 (163) (8.07%) 44 (207) SECONDED
Supplies & Services 13,237 12,257 (980) (7.40%) r (558) (422) Seconded (11,429) (4,486) 65,943
Third Party Related Expenses 2,187 2,312 125 5.72% Seconded- TITAN (11,719} (11, 718) 1|

EARMARKED
Total Constabulary Funding 140,158 140,161 0.00% Earmarked - Chief Officers o o ol

Staff Pay

Earmarked - Crime Command 23,738 20,317 (3,421)
Earmarked - Territorial Policing 10,753 (73,738) (B84,491)
Earmarked - Sellafield (54,380) (54,380) 0|
Earmarked - People Department 346,611 346,611 0|
Earmarked - Force Charity 0 0 o
Earmarked - Force Gymnasiums 0 0 0|
Earmarked - Safety Camera / Road Safety 359,507 362,521 3,014
Earmarked - Op Lectern (72,359) 1,076,802 1,149 161
PROJECT
Projects - Crime Command 129,373 0 (129,373)
Projects - Territorial Policing 133,260 133, 260 0| 0.0%
Projects - Estates & Fleet 11,938 11,938 0| 0.0%
Projects - Learning & Development 28,030 17,253 (10,777) -38.4%
. Projects - ICT 811,145 871,878 60,733  7.5%
Revenue Expenditure Quarter 2 to Quarter 3 Projects - Corporate Improvement 201,148 101,605 (09543)|  -a0.5%
Projects - Business Transformation 1,467,456 1,467,456 0 0.0%
Projects - Op Uplift 2,053,310 1,861,187 (192,123) -9.4%

Income (5,312) (5,361) (49)  0.92%

Total Constabulary Funding Net of Income 134,846 134,800 (46) (0.03%)

Change in Revenue Budget Position

September - December the forecast budget overspend at the end of December has
reduced by £168k compared to the £122k overspend forecast at the end of
September (Qtr 2). The reduction is largely as a result of a forecast increase in

PolieOfficers _ Police  policeStaff  Other  Trnspot  Supplies&  ThirdParty - income Government grant / loss of income reimbursement in relation to Covid-19 and

Community Employee Related Services Related
Support Budgets  Expenditure Expenses

Offcers partly due to a change to the assumption that reduced activity on some budgets as
(Under) / Overspend September-20 ™ (Under) / Overspend December-20 . . . . .
a result of the pandemic will now continue to the end of the financial year.




Constabulary — Revenue Budget 2020/21 (2)

Pay Expenditure

Police Officers +£836k Changes to the workforce plan, principally resulting from
the early recruitment of Operation Uplift phase 1 and 2 officers in advance of the
target date and a limited number of acting/temporary promotions £576k,
additional spend re Operation Lectern £35k plus other additional overtime Crime
£105k, TP £120k.

Changes to the workforce plan including starting 1 FTE above
budgeted FTE and profile of leavers.

Additional spend in respect of workforce plan changes £119k,
costs of Operation Lectern £107k and overtime £115k (Comms Centre etc.). This
is offset by an underspend on Operation Uplift -£169k, as some L&D and ICT posts
have not been recruited.

Income

After removing £572k of income lost due to Covid-19 (Driver
Awareness Income, Costs Awarded to Police, Kendal Calling and other events) the
additional income arises, in the main due to abnormal loads income £55k, mutual
aid £94k and reimbursements from other forces £158k. These are offset by
reductions in POCA income £48k, Sale of Goods and Assets and Fees and Charges
£150k and recharges £60k.

Non-Pay Expenditure

Includes reductions on recruitment costs £43k, training
(£130k after removing £230k savings due to Covid-19) offset by additional costs
of management of change £95k and the apprenticeship levy £30k.

Transport -£163k Includes savings on fuel £121k, travel costs £31k and other
transport costs £10k. Note though that savings on fuel (£252k) and travel
expenses (£148k) due to reduced travel and changes in activity levels as part of
our response to Covid-19, have previously been removed from this budget.

Supplies & Services -£980k The main changes are summarised below:

e Increased costs in relation to Operation Lectern (£998k re PPE, First Aid,
ICT, Office Equipment etc.)
Offset by savings due to reduced activity levels as a result of the Covid-19
pandemic, net of lost income that the Constabulary cannot reclaim from
the government £1,120k.
Underspending on other core budgets Forensics £60k, Catering £70k,
Office Equipment, Uniform and Custody £196k, Airwave £280k, Custody
Medical Contract £29k, Accommodation & Subsistence £117k and
Consultants £57k.

Third Party Payments +£125k New contributions re LRF manager, NPoCC SIB
funding, an increase in our contributions to national ICT costs, increase in our
NPAS contribution, and an extension to Operation Elter.

Key Assumptions

The main assumption is in relation to operation lectern and reflects the view that the
current changed activity levels will continue for the remainder of the financial year.




Capital Budget 2020/21

Qutturn by scheme type and funding stream (£'000s)

Expenditure

Revenue

Financi B
ne £2,869

TOTAL £4,907k

= |
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Capital Budget 2020/21 (approved 19/02/20)
Impact of 2019/20 Outturn (approved 20/05/20)
Mew Schemes Approved/Drawndown

Budgets Changes- Approved

Approved Adjusted Budget 2020/21

Forecast Capital Expenditure 2020/21

Made up of:
Budget Changes (Under)/Overspend
Slippage to 2020/21

ICT

A number of ICT schemes are being re-evaluated in light of the current working situation and
the recovery plans, in particular the Converged Infrastructure (£2.3m). The capital
programme has been reprofiled and as a result £4.08m has been moved into 2021/22 to allow
for further planning and ‘proof of concept’ to continue (£2m of this slippage was already
forecast in the approved programme.) In addition, £17k from the digital interview equipment
scheme has been moved to revenue expenditure on software.

Estates & Fleet

Work has started on the roofing schemes and replacement UPS as per the approved
programme. Most of the vehicle replacements planned for 2020/21 are ordered. It is now
clear that, due to delays in production, a number of these will not be received until 2021/22
and as such £996k has been reprofiled to facilitate this. A written off vehicle and an early
replacement motor bike have been brought forward into 2020/21 at an increase of £50k, the
associated financing has also been brought forward.

Other

The Taser expansion programme is progressing well with the new tasers being received. The
paperwork to claim the £65k grant from the Home Office will be completed and submitted
once the invoices are paid.




Operation Lectern (Covid 19 response) 2020/21

The current forecast financial impact in respect of the Constabulary Covid-19 response is set out below.

Analysis Lvl 1 Subjective Analysis Lvl 1 Adjusted Forecasted Forecasted
T Budget Actual Variance
Expenditure Police Officer Pay 30,678 33,729
PCSO Pay 0| 1,040
Police Staff Pay 0 82,615
Police Officer Overtime 253,878
PCSO Overtime 3,888
Police Staff Overtime 24,815
Other Employee Expenses 19,655
Restructure, Training & Conference Costs 235
Premises Related Expenditure 127,366
Transport Related Expenditure 13,153
Supplies & Services Related Expenditure 998,259
Third Party Related Expenditure 2,283
Internal Recharges Expenditure 1,189)

Reimbursed Services - Other Public Bodies (325,341) (339,741)
Reimbursed Services - Other 0f (18,191)

Grand Total (72,359) 1,204,173

|

Total Effect of COVID-19 on Constabulary (325,341) 156,429

Breakdown of main Operation Lectern cost:

Officer pay and overtime on Covid enforcement activities. £288k.

Police Doctors & Surgeons £413k of First Aid / PPE equipment.
Communications & Computing £523k includes ICT Hardware Purchases
£441k (laptops etc.), additional licensing £51k and Network Hardware
Purchases £18k.

The forecast spend in respect of the Constabulary’s Covid-19 response assumes the
current level of additional cleaning and purchase of PPE to at least 31 Mar 20°21.

Forecast Income relates to reimbursement of costs received where we have
purchased PPE kit on behalf of other forces or public services together with
government income specifically to reimburse us for spend on medical grade PPE.

The management accounts position at December includes savings of £919k and
estimated loss of income totalling £572k. Also included is Government funding of
£701k in respect of lost income and Covid enforcement.

Supplies & Services Related Expenditure
Office Equipment, Furniture & Materials
Clothing, Uniform & Laundry
Custody Costs
Forensic Costs
Police Doctors & Surgeons
Communications & Computing
Specialist Operational Equipment (incl Dogs & Firearms)
Advertising (non staff) & Public Relations costs.
Consultants Fees
Banking & Treasury costs
Accommodation & Subsistence

19,737 19,737
26,988 26,988
1,195 1,195
6,502 6,502
412,844 412,844
522,609 522,609
5,796 5,796
1,168 1,168
800 800

460 460

156 156

4 4
998,259 998,259

Other Miscellaneous
Supplies & Services Related Expenditure Total

OO OO OO OO OO O o o

Impact on Core Budgets

With reduced activity levels in some areas the following savings on core budgets are
anticipated based on the assumption that the reduced activity continues until at
least the end of March 2021:

Appleby Fair £111k

Training £230k

Vehicle Hire, Mileage & Public Transport £148k
Accommodation & Subsistence £178k

Vehicle Fuel £252k

Total Potential Savings £919k

These savings are offset by a forecast reduction in routine income of £572k of which
we are able to reclaim £448k under the Government’s Income Loss Recovery
Scheme.




Analysis Lvl 1

Expenditure

Subjective Analysis Lvl 1
Police Officer Pay
Police Staff Pay
Police Officer Overtime
Police Staff Overtime
Other Employee Expenses
Transport Related Expenditure
Supplies & Services Related Expenditure

Operation Uplift 2020/21

Adjusted
Budget
1,653,310
400,000
0

0
0
0
0

Forecasted
Actual

1,596,901
230,183
13,246
707
3,766
1,572
14,812

Forecasted
\ELELTY

(56,409)
(169,817)
13,246
707
3,766
1,572
14,812

Police Officer WFP

Police Officer Forecast per December-20 HR WFP

= == = Establishment

Budgeted 20/21

e HR WFP (@ DEC-20) 20/21

The forecast spend on Operation Uplift reflects the
assumption we will have recruited the target of an
additional 51 FTE officers from phase 1 by early in 2020/21
and have begun recruiting to phase 2.

The forecast underspend on police officer pay
predominantly relates to payments for unsociable hours.

Staffing in support of the additional recruitment and
servicing the additional officers is currently forecast to
underspend by £169k. This relates to requirements in

Learning and Development and ICT the provision of which
are currently under review.

The current financial forecasts as at the end of
December are based on the latest HR workforce plan as
at 31 December 2020. The WFP shows the forecast
actual FTE (red line) above the original budget set in
Feb’20 (green line). This results in a forecast overspend
on Police Officer pay it is currently forecast that police
officer numbers will reach 1,232.62 FTE at Mar 2021,
16.62 FTE above the budgeted establishment figure of
1,216 FTE.




The Police and Crime Commissioner for Cumbria

Treasury Management Activities 2020/21 as at 31 December 2020 (Quarter 3)

Public Accountability Conference 19 February 2021 and Joint Audit Committee 17 March 2021

Cash flow Balances

Quarterly average daily balance - £22.996m
Investment balance @ 31/12/20 £15.873m¥

(down from £20.237m at 30/09/20).

Investment Strategy

Category Investments Compliance

Limit at31Dec  with Limit
(€m) (£m)

- Banks Unsecured

- Banks Secured

- Government (inc LA)

- Registered Providers

- Pooled Funds

Total

There have been no breaches in the
approved limits to report during the quarter.

Investment Interest Forecast

Base Budget - £96,491
Revised Budget - £96,491

Current Estimate - £15,000

Performance Indicators

Number Average Largest

of Days Balance Balance
£ £

Days In Credit 7,818 116,443
Days Overdrawn (720) (720)

Average interest rate earned 0.02%
Average bank base rate quarter 3 0.10%

(Current bank base rate 0.10%)

Borrowing Strategy

No borrowing was undertaken during the
quarter ended 31 December 2020 and none is
expected during the remainder of 2020/21.

Treasury and Prudential
Indicators

During the quarter ended 31 December
2020, the treasury function has operated
within the treasury and prudential indicators
set out in the Treasury Management Strategy
Statement and in compliance with the
Treasury Management Practices.

Compliance with the prudential and treasury
indicators are shown on page 3.


https://www.google.co.uk/url?sa=i&url=http%3A%2F%2Fclipart-library.com%2Finvest-cliparts.html&psig=AOvVaw3tWwBojImbXaSBwA1nSfQ6&ust=1590062423731000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIj_66GywukCFQAAAAAdAAAAABAF

Economic Outlook and Treasury position for the quarter ended 31 December 2020

Economic outlook and Interest Rate Forecasts

The key quarterly meeting of the Bank of England Monetary Policy
Committee on 05/11/20 kept Bank Rate unchanged. However, it revised
its economic forecasts to take account of a second national lockdown
which will have the effect of putting back economic recovery and doing
further damage to the economy.

Significantly, there was no mention of negative interest rates in the
minutes or Monetary Policy Report. Link Treasury’s Interest rate forecasts
currently shows no increase, (or decrease), through to quarter 1 2024 but

they estimate that there could well be no increase during the next five
years as it will take some years to eliminate spare capacity in the
economy, and therefore for inflationary pressures to rise to cause the
MPC concern. Inflation is expected to briefly peak at just over 2% towards
the end of 2021, but this is a temporary short-lived factor and so not a
concern.

Vaccination announcements have enormously boosted confidence that

life could largely return to normal during the second half of 2021, with

activity in the still-depressed sectors like restaurants, travel and hotels
returning to their pre-pandemic levels; this would help to bring the

unemployment rate down. With the household saving rate having been

exceptionally high since the first lockdown in March, there is plenty of
pent-up demand and purchasing power stored up for these services.

Effective vaccines would radically improve the economic outlook once

they have been widely administered.

Strategy Limits

There have been no breaches in the strategy limits during quarter 3.

o Credit Investment Investment Days to Counterparty
Category/Institution ) ) R Amount
Rating Date Matures  Maturity Total

(£) €3]
Category 1 - Banks Unsecured (Includes Banks & Building Societies)
Svenska (Deposit Acc) AA Various On Demand N/A 0.00% 499,414 499,414
NatWest (Liquidity Select Acc) A+ 31/12/2020 04/01/2021 O/N 0.01% 192,000 192,000

691,414 691,414

Category 2 - Banks Secured (Includes Banks & Building Societies)

0 0)

Category 3 - Government (Includes HM Treasury and Other Local Authorities)

Debt Management Office Gov  03/11/2020 29/01/2021 29 1,600,000 1,600,000

Debt Management Office Gov  06/11/2020 29/01/2021 29 3,000,000 3,000,000

Debt Management Office Gov  27/11/2020 22/01/2021 22 1,000,000 1,000,000

Debt Management Office Gov  07/12/2020 26/02/2021 57 3,000,000 3,000,000
8,600,000 8,600,000

Category 4 -Registered Providers (Includes Providers of Social Housing)
None 0 0
0|

Category 5 -Pooled Funds (Includes AAA rated Money Market Funds)

Invesco Various On demand 1,950,000 1,950,000
Fidelity Various On demand 482,005 482,005
BlackRock Various On demand 1,650,000 1,650,000
Goldman Sachs Various On demand 500,000 500,000
Aberdeen Standard Various On demand 2,000,000 2,000,000

6,582,005 6,582,005

Total 15,873,419 15,873,419

In July 2020 the police pension grant was received from the Home Office.
Along with the July grant payment the investments reached their highest
balance of £30.677m. A large proportion of the pension grant was invested
with the Debt Management Office (DMO) of HM Treasury to be returned at
regular intervals as cashflow forecasts require. This has almost all been
returned and with the DMO rates fluctuating daily (even into negative rates)
we will manage the remaining portfolio in MMF'’s, taking advantage of
positive DMO rates where we can to spread our risk.




Treasury and Prudential Indicators 2020/21 at 31 December 2020

Treasury Management Indicators
The Authorised Limit

The authorised limit represents an upper limit of
external borrowing that could be afforded in the short
term but may not sustainable. It is the expected
maximum borrowing need with some headroom for
unexpected movements. This is a statutory limit under
section3(1) of the local government Act 2003.

TEST - Is current external borrowing
within the approved limit

Result

RAG

Prudential indicators

Ratio of Financing Costs to Net Revenue Stream

This is an indicator of affordability and highlights the
revenue implications of existing and proposed capital
expenditure by identifying the proportion of revenue
budget required to meet financing costs

Result

TEST - Is the ratio of captial expenditure
funded by revenue within planned limits

RAG

The Operational Boundary

The operational boundary represents and estimate of
the most likely but not worse case scenario it is only a
guide and may be breached temporarily due to
variations in cash flow.

TEST - Is current external borrowing
within the approved limit

Net Borrowing and the Capital Financing Requirement

This indicator is to ensure that net borrowing will only
be for capital purposes. The commissioner should
ensure that the net external borrowing does not exceed
the total CFR requirement from the preceding year plus
any additional borrowing for the next 2 years.

TEST - Is net debt less than the capital
financing requirement

Actual External Debt

It is unlikely that the Commissioner will actually exercise
external borrowing until there is a change in the present
structure of investment rates compared to the costs of
borrowing.

TEST - Is the external debt within the
Authorised limit and operational boundry

Capital Expenditure and Capital financing

The original and current forecasts of capital expenditure
and the amount of capital expenditure to be funded by
prudential borrowing for 2020/21

TEST - Is the current capital outurn within
planned limits

Gross and Net Debt

The purpose of this indicator is highlight a situation
where the Commissioner is planning to borrow in
advance of need.

TEST - Is the PCC planning to borrow in
advance of need

Capital Financing Requirement

The CFR is a measure of the extent to which the
commissioner needs to borrow to support capital
expenditure only. It should be noted that at present all
borrowing has been met internally.

TEST - Is the capital financing requirment
within planned limits

Maturity Structure of Borrowing

The indicator is designed to exercise control over the
Commissioner having large concentrations of fixed rate
debt needing to be repaid at any one time.

TEST - Does the PCC have large amounts
of fixed rate debt requiring repayment at
any one time

Upper Limit for total principal sums invested for over 365 Days

The purpose of this indicator is to ensure that the
commissioner has protected himself against the risk of
loss arising from the need to seek early redemption of
principal sums invested.

TEST - Is the value of long term
investments witin the approved limit

management activities. This quarterly report ensures the Police and Crime Commissioner is implementing best practice in accordance with the Code.

The CIPFA (Chartered Institute of Public Finance and Accountancy) Code of Practice for Treasury Management recommends that regular reports are presented with regards to treasury
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CUMBRIA
reter McCall  Office of the Police and Crime

Commissioner Report

REQUEST FOR POLICE & CRIME COMMISSIONER DECISION - (N° 001/ 2021)

TITLE: Approval of the Capital Strategy, Capital Programme and Treasury Management
Strategy 2021/22

Executive Summary:

The purpose of this report is to provide information on the proposed capital strategy for 2021/22. The
capital strategy (item 08a) is an overarching strategy that sits above the two documents which have been
produced historically namely the capital programme (item 08b) and the treasury management strategy
statement (item 08c). The capital strategy provides a high level overview of how capital expenditure,
capital financing and treasury management activity contribute to the provision of services along with an
overview of how associated risk is managed and the implications for future financial sustainability. 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.

Local Authorities (including Police and Crime Commissioners) determine their own programmes for capital
investment in non-current (fixed) assets that are essential to the delivery of quality public services. The
Commissioner is required by regulation to have regard to The Prudential Code when carrying out his duties
in England and Wales under part 1 of the Local Government Act 2003. The Prudential Code establishes a
framework to support local strategic planning, local asset management planning and proper option
appraisal. The objectives of the Prudential Code are to ensure: “within a clear framework, that the capital
investment plans of local authorities are affordable, prudent and sustainable”. To meet these
requirements, all schemes within the 4 year medium term capital programme are only approved on the
basis that they are fully funded either through capital grants, capital reserves, capital receipts or revenue

contributions.




Agenda Item 08

Recommendations:

1.1. Capital Strategy (Item 08a) — The Commissioner is asked to approve the capital strategy including
the prudential indicators set out in the report.
1.2. Capital Programme (Item 08b) - The Commissioner is asked to:
e Approve the capital programme for 2021/22 and beyond as part of the overall budget process
for 2021/22.

1.3. Treasury Management Strategy (Item 08c) - The Commissioner is asked to:

Approve the status of capital projects as detailed in appendices 2 to 5.

Approve the Borrowing Strategy for 2021/22 as set out on pages 8-9

Approve the Investment Strategy for 2021/22 as set out on pages 10-13

Approve the Treasury Management Prudential Indicators as set out on pages 15-16

Approve the other Prudential Indicators set out on pages 17 to 21

Approve the Minimum Revenue Provision Policy Statement for 2021/22 as set out on page 22
Note that the detailed Treasury Management Practices (TMPs) have been reviewed and
updated as required by the Code of Practice and will be published alongside the TMSS on the
Commissioner’s website.

Delegate to the Joint Chief Finance Officer any non-material amendments arising from

scrutiny of the strategy by the Joint Audit Committee.

Police & Crime Commissioner

| confirm that | have considered whether or not | have any personal or prejudicial in this matter and take
the proposed decision in compliance with the Code of Conduct for Cumbria Police & Crime
Commissioner. Any such interests are recorded below.

| hereby approve/do not approve the recommendation above

Police & Crime Commissioner / Chief Executive (delete as appropriate)

Signature:

Date:
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CUMBRIA

Peter McCall

Office of the Police and Crime Commissioner Report

Public Accountability Conference 19 February 2021

Title: Capital Strategy 2021/21

Report of the Joint Chief Finance Officer

Originating Officers:  Michelle Bellis, Deputy Chief Finance Officer;

1.1.

1.2

1.3.

2.1.

Lorraine Holme, Financial Services Manager

Purpose of the Report

This capital strategy is intended to give a high level overview of how capital expenditure, capital
financing and treasury management activity contribute to the provision of services along with an

overview of how associated risk is managed and the implications for future financial sustainability.

The aim of this report is to provide enough detail to allow non-financial decision makers to understand
how stewardship, value for money, prudence, sustainability and affordability will be secured
without repeating in detail the information that is contained in other documents presented as part of

this suite of capital and treasury management reports (agenda items 08b & 08c).

These reports meet the reporting requirements of the Charted Institute of Public Finance and

Accounting (CIPFA) Prudential Code for capital finance in Local Authorities 2017 updated guidance.

Recommendations

The Commissioner is asked to approve the contents of the report.

Page 1 of 10
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3.1

3.2.

4.1.

Agenda ltem 08a

Introduction

The CIPFA Prudential Code (the code) and guidance notes were originally issued in 2002 and were later
fully revised in 2009, 2011 and again in 2017. This code requires the Commissioner to look at capital
expenditure and investment plans in light of the overall strategy and resources and ensure that the
decisions are being made with sufficient regard to the long run implications and potential risks to the

Commissioner.

This capital strategy report summarises the purpose and governance over a range of activities
associated with capital investment and financing, which are reported on in detail elsewhere on this
agenda item. The diagram below provides an overview of the scope of these activities, their inter-

dependencies and reporting structures:

CAPITAL STRATEGY: A short overview, accessible to non-financial specialist members, covering:

CAPITAL PFl & GUARANTEES KNOWLEDGE PRUDENTIAL
EXPENDITURE LEASING BORROWING m & LIABILITIES & SKILLS INDICATORS

Service &
Treasury Commercial
A 4 A 4 \ 4 J r A 4
[ CAPITAL PROGRAMME TREASURY STRATEGY [ INVESTMENT STRATEGY / MRP STATEMENT )
Capital expenditure Interest rate forecast Contribution Prudent provision
Capital financing Cash flow forecast Security Calculation of MRP
Capital receipts Borrowing strategy Liquidity Overpayments
Investment strategy Investment indicators
Prudence TM indicators Capacity and skills
Affordability Prudence

sttainability / QSK management / Qroportionality / \_ Aligned cost:benefit /
! o !

TM POLICY | TREASURY MANAGEMENT | NON-TREASURY INVESTMENT
STATEMENT | PRACTICES MANAGEMENT PRACTICES

*The MRP Statement, Investment Strategy and the Prudential Indicators of the Commissioner are

encompassed into the Treasury Management Strategy.

Capital Expenditure and Financing

Capital expenditure is the term used to describe expenditure on assets, such as property, vehicles and
ICT equipment, that will be used (or have a life) of more than 1 year. There is some limited discretion
on what is to be treated as capital expenditure and assets costing less than £25k will be charged to the
revenue account in accordance with the Financial Rules and Regulations (this is known as the

deminimis level).

Page 2 of 10
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4.3.

4.4,

4.5.

Agenda ltem 08a
Capital expenditure plans are under-pinned by asset strategies, which are developed by respective

service leads linked to delivery of the Commissioner’s Police and Crime Plan and the Constabulary’s

overall Vision 2025. The principal asset strategies and their objectives are:

The Digital, Data and Technology Strategy, which has six key themes
o On-going provision of trusted and reliable ICT services. Business as Usual
o A cost effective and affordable ICT service
o Actively supporting the delivery of Cumbria Vision 25
o Toimplement national ICT systems
o To meet local demand to renew and replace Core Systems and Applications
o Collaboration
The Estates Strategy, which aims to maintain an Estate which is fit for purpose whilst reducing
overhead expenditure and maximising and exploiting existing assets.
The Fleet Strategy, which aims to satisfy the Constabulary’s vehicle needs within a sustainable

financial model.

A workplan is developed annually to support delivery of each strategy. The updated financial
implications are distilled early in the financial planning process and subsequently consolidated to
produce a ten year capital programme. The overall capital programme is then subject to a process of
financial scrutiny in the context of both available capital funding resources and the overall revenue
budget position. The financial approval process includes specific challenge at a Capital Star Chamber
chaired by the Deputy Chief Constable. The final capital programme and associated asset strategies
are subject to approval by both the Constabulary Chief Officer Group and the Commissioner at his

Public Accountability Conference.

The capital expenditure estimates for the current year and four year medium term are shown below:

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Capital Expenditure Actual Forecast Estimate Estimate Estimate Estimate
£m £m £m £m £m £m

Capital Expenditure 6.33 4.91 5.21 16.37 9.64 3.20

The profile of capital expenditure fluctuates annually. Across the current four year programme, annual
average expenditure typically comprises £1.3m to replace fleet vehicles, £1.5m on estate schemes
(although by their nature these investments tend to be more lumpy) and around £3.0m for

replacement of ICT systems and equipment.

Page 3 of 10
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4.7.

4.8.

4.9.
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The 2021/22 capital programme includes ICT expenditure, continuing work on the replacement of a

number of control room systems with a single integrated solution, development and roll out of mobile
technology and smartphones, consideration of options for ICT infrastructure and a move to more cloud
based systems. In addition, preparatory work on the national programme to replace the Police Radio
System (Airwave) with an Emergency Services Network (ESN) will continue, in advance of significant
expenditure to implement the system in future years. Investment in the on-going replacement of
vehicles in accordance with the Fleet Strategy will continue. Expenditure on Estates schemes over the
4 years is dominated by the need to evaluate options and provide a territorial headquarters in the west
of the County. Work will also be undertaken to assess the capital investment requirements to equip
the additional officers recruited through Operation Uplift and some provision has been made for this

in the programme.

Before the commencement of each financial year the schemes for that year are revisited to be assigned
an approval category. Large schemes which have previously been approved by the Commissioner
following submission of a business case and the smaller rolling replacement schemes are approved on
a firm basis, meaning that they can be progressed without further scrutiny. Schemes which have been
approved in principle but need some detailed work may be delegated to the Joint Chief Finance Office
for future approval. Schemes requiring business cases, option appraisals and financial appraisals are
given the status of indicative until they have been thoroughly scrutinised by all relevant business leads
before being passed to the Constabulary Chief Officer Group and the Police and Crime Commissioner

for final approval.

The capital programme must be financed from a combination of capital grants, capital receipts,
reserves, direct support from the revenue budget and, unlike the revenue budget, borrowing is
permitted. Whilst it is a statutory requirement that the Commissioner agrees a balanced revenue
budget, the Prudential Code requires the capital programme to be demonstrated as ‘Affordable,
Prudent and Sustainable”, it is up to each authority how it determines these criteria. Cumbria defines
an ‘Affordable, Prudent and Sustainable’ programme as being fully funded (from the sources outlined
above) for the medium term financial forecast period of 4 years. The revenue budget and MTFF must
also fully reflect any revenue implications of the capital programme including servicing costs of

borrowing.

The difficulty facing Cumbria is that capital grants have been reduced to a negligible level, the potential
to generate future capital receipts is low and capital reserves are likely to be extinguished in the next
two years. Whilst some additional capital borrowing is planned to finance long lived estates projects,

this is not a viable option for shorter life assets such as vehicles and ICT. Collectively, this means that
Page 4 of 10
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4.11.

5.1.

5.2.

5.3.

Agenda ltem 08a
the Capital Programme is increasingly reliant on contributions from the revenue budget to fund it. This

is reflected in the revenue budget and MTFF where revenue support for capital have increased to an

annual figure of £3.7m by the end of the 10 year forecast period.

When a capital asset is no longer needed, it may be sold so that the proceeds, known as capital
receipts, can be spent on new assets or to repay debts. Capital financing assumes that all capital

receipts will be used to finance new assets rather than reduce existing debt.

Full details of the 10 year programme and associated financing can be found in the separate report

‘Capital Programme 2021/22 to 2030/31 (item 08b on this agenda).

Treasury Management

Treasury management is concerned with keeping sufficient but not excessive cash available to meet
spending needs while managing the risks involved. Surplus cash is invested until required while a
shortage of cash will be met by borrowing, to avoid excessive credit balances or overdrafts in the bank
current account. The Police and Crime Commissioner is generally cash rich in the short term due to
the level of reserves currently held and revenue grants being received in advance of spend, but cash

poor in the long term due to capital expenditure being incurred in advance of being financed.

Treasury Management involves the management of large sums of money and is therefore inherently
risky. Accordingly, treasury activities are strictly controlled and managed in accordance with CIPFA’s
Prudential Code. The Treasury Management Strategy is approved annually by the Commissioner at his
Public Accountability Conference, with activities being reported upon a periodic basis through the
same meeting. The Joint Audit Committee also provides scrutiny of treasury management activities.
Responsibility for treasury activities is delegated to the Joint Chief Finance Officer, who delegates
responsibility for day to day management to the Deputy Chief Finance Officer. The Treasury
Management Strategy incorporates subsidiary investment and borrowing strategies, which are

summarised below.

Investment strategy - Treasury investments arise from receiving cash before it is paid out again. The
Commissioner makes investments because he has a cash surplus as a result of his day-to-day activities,
for example when income is received in advance of expenditure (known as treasury management
investments). The Commissioner does not make investments to support local public services by
lending to or buying shares in other organisations (service investments), or to earn investment income

(known as commercial investments where investment income is the main purpose).

Page 5 of 10

Corporate Support / Financial Services / LVH & RM



5.4.

5.5.

Agenda ltem 08a
The Commissioner’s policy on treasury investments is to prioritise security and liquidity over yield;

that is to focus on minimising risk rather than maximising returns. The risk that an investment counter-
party defaults is very real as illustrated by the BCCl and, more recently, Icelandic Banks scandals, which
impacted on public sector bodies. The investment strategy seeks to mitigate this risk by only investing
in high quality, trusted counter-parties and spreading the investment portfolio across organisations.
Cash that is likely to be spent in the near term is invested securely, for example with the government,
other local authorities or selected high-quality banks, to minimise the risk of loss. Money that will be
held for longer terms is invested more widely to balance the risk of loss against the risk of receiving
returns below inflation. Both near-term and longer-term investments may be held in pooled funds,
where an external fund manager makes decisions on which particular investments to buy (subject to

strict criteria) and the Commissioner may request his money back at short notice.

Whilst the Commissioner has historically held significant investments, these balances are being
reduced as the Commissioner has undertaken internal borrowing to support the capital programme

(see below) and reserves are drawn down to support the revenue budget.

Further details on treasury investment strategy are on pages 10 to 13 of the treasury management

strategy (agenda item 08c).

The Borrowing Strategy — As indicated the Commissioner currently holds no external debts, other than
a PFl arrangement described in section 6 of this report, with all external borrowing with the PWLB
(Public Works Loans Board) having been repaid during 2012/13. However, there is an underlying need
to borrow, known as the Capital Financing Requirement (CFR), arising from historical decisions to
finance capital expenditure from borrowing within prudent limits. To date this has been met from

internal borrowing.

The capital financing requirement (CFR) is a measure of the amount of capital spending that has not
yet been financed by capital receipts, grants or contributions, it is in essence the amount of internal
debt finance of the Police and Crime Commissioner. The CFR increases each time there is new capital
expenditure financed by debt and decreases with MRP repayments, capital receipts assigned to repay
debt or by making additional voluntary contributions. The CFR for the 31 March 2021 is forecast to be
£21.60m.
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Internal Borrowing — the practice of using reserves and provisions that have been set aside for
future use to fund capital expenditure plans now. External borrowing comes with interest
payments of currently 3%+ where investments are currently making less than 1% return in terms
of interest, therefore there is an incremental cost to borrow in advance of need (known as cost of
carry). This is therefore discouraged if there are cash reserves available that can be drawn down

as an alternative to borrowing.

The main objectives when borrowing is to achieve a low but certain cost of finance, while retaining
flexibility should plans change in future. These objectives are often conflicting, and the Commissioner
would therefore have to strike a balance between low cost short-term loans (currently available at
around 0.1%) and long-term fixed rate loans where the future cost is known but higher (currently
3.0%+). Current forecasts show that a small amount of short term borrowing, probably from other
local authorities, may be required at the start of 2021/22 to bridge a shortfall in cash in advance of

receipt of the new financial year’s revenue grants.

It is unlikely that the Commissioner will actually exercise long term external borrowing until there is a
change in the present structure of investments rates compared to the costs of borrowing, as this would
result in a significant net interest cost to the revenue account in the short term. Nevertheless, such
financing decisions have long term consequences and should be taken in this context. Long term
interest rates will therefore be carefully monitored with the aim of deciding the most advantageous

time to take on long term liabilities.

Liability Benchmark - The 2017 code encourages Authorities to define their own ‘Liability Benchmark’
which will provide a basis for developing a strategy for managing interest rate risk. On the basis that
Link Asset Services (the Commissioner’s treasury advisors) are not forecasting significant interest rate
movements in the short term and that the Commissioner has no plans to make any long term external
borrowing decisions over the next financial year, because of the ‘cost of carry’, development of a
liability benchmark at this point would not provide added value. However, the Commissioner will
actively develop indicators to manage interest rate risk in due course once there is more clarity over

borrowing intentions.

As an assurance that borrowing is only undertaken for capital purposes and is sustainable, the
Commissioner is required to set an affordable borrowing limit (also termed the authorised limit for
external debt) each year. In line with the statutory guidance a lower ‘operational boundary’ is also set

as a warning level should debt approach the limit.
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Further details on the borrowing strategy are on pages 8 to 9 of the treasury management strategy

(agenda item 08c).

Other Liabilities

In relation to other external liabilities the Commissioner’s balance sheet currently shows debt of
£4.585m in relation to a private finance initiative (PFI) scheme for the provision of the Territorial Police
HQ in West Cumbria. This debt is scheduled to reduce gradually through annual unitary charge
payments met from the revenue account, until 2026 when the primary arrangement comes to an end.
At this point a decision on the provision of future policing facilities in West Cumbria will need to be

made. Options are currently being evaluated.

The Commissioner’s balance sheet also shows long term liabilities totalling £1.266bn in respect of the
Local Government and Police Officer Pension Scheme deficits. These will be met through a
combination of payments from the revenue budget over a long period and support from central
Government. A sum of £1.017m has been set aside to cover risks from legal claims and insurance
liabilities. The Commissioner is also at risk of having to pay for an unlawful discrimination claim arising
from the transitional provisions in the Police pension Regulations 2015 but has not put aside any
money because there is no clarity of the scale of the claim and no certainty over who will bear the

costs at this time.

The risk of these pension liabilities crystallising and requiring payment is monitored by the Finance
Services team. Further details on liabilities and guarantees are on page 92 of the 2019/20 statement

of accounts.

Prudential Indicators

Both capital expenditure plans and treasury management are supported by a range of Prudential
Indicators, whose purpose is to act as an early warning system that these activities are falling outside
prescribed limits and may no longer be affordable, prudent or sustainable. Prudential Indicators, other
than those using actual expenditure taken from audited statements of accounts must be set prior to
the commencement of the financial year to which they relate. Indicators may be revised at any time,
and must, in any case, be revised for the year of account when preparing indicators for the following
year. The Joint Chief Finance Officer has a prescribed responsibility under the Code to ensure that
relevant procedures exist for monitoring and reporting of performance against the indicators. The

Prudential Indicators when initially set and whenever revised, must be approved by the body which
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approves the budget, i.e. The Commissioner at his Public Accountability Conference. Details of

Prudential indicators are set out on pages 15-21 of the treasury management strategy (agenda item

08c).

Revenue Budget Implications

Although capital expenditure is not charged directly to the revenue budget, interest payable on loans

and MRP are charged to revenue, offset by any investment income receivable.

The Commissioner is also required to set aside a sum each year from the revenue budget to repay
borrowing, which is linked to the life of the asset being financed. This is known as the minimum
revenue payment (MRP) and can be likened to the minimum repayment on a credit card debt. The

estimates for the repayment of internal borrowing from the revenue budget is shown below:

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25

Minimum revenue provision Actual Forecast Estimate Estimate Estimate Estimate
fm fm £m £m fm £m

Minimum revenue provision for the

X R 0.49 0.61 0.63 0.65 0.68 0.89
financial year

The net annual charges to the revenue account are collectively known as financing costs; which are
compared to the net revenue stream i.e. the amount funded from Council Tax, business rates and

general government grants as a key prudential indicator of the affordability, prudence and

sustainability of capital expenditure plans see below.

. . . 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
Ratio of Financing Costs to Net Revenue i i i i
Actual Forecast Estimate Estimate Estimate Estimate
Stream
fm £m fm
Investment income 0.14 0.02 0.01 0.01 0.01 0.01
MRP 0.49 0.61 0.63 0.65 0.68 0.89
Financing Costs 0.35 0.59 0.62 0.64 0.67 0.88
Net Revenue Stream 111.14 118.76 120.04 124.44 126.84 126.84
Ratio 0.32% 0.50% 0.52% 0.52% 0.53% 0.70%

The ratios of financing costs to the revenue budget above are considered sustainable.

Due to the very long-term nature of capital expenditure and financing, the revenue budget implications
of expenditure incurred over the MTFF period may extend for up to 50 years into the future. The Joint
Chief Finance Officer is satisfied that the proposed capital programme is prudent, affordable and

sustainable.
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9. Knowledge and Skills
9.1. The Commissioner employs professionally qualified and experienced staff in senior positions with
responsibility for making capital expenditure, borrowing and investment decisions. The Joint Chief
Finance Officer is committed to the Governments apprenticeship levy scheme and currently has a

number of key employees studying at Level 3/4 (AAT) and Level 7 (CIPFA).

9.2. Where employees do not have the knowledge and skills required, use is made of suitably qualified
external advisers. The Commissioner currently employs Link Asset Services Limited as treasury
management advisers. This approach is more cost effective than employing such staff directly and
ensures that the Commissioner has access to knowledge and skills commensurate with his risk

appetite.
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CUMBRIA

Peter McCall

Cumbria Office of the Police and
Crime Commissioner

Title: Capital Programme 2021/22 & Beyond

Public Accountability Conference: 19t February 2021

Report of the Joint Chief Finance Officer

Originating Officers: Michelle Bellis, Deputy Chief Finance Officer

Lorraine Holme, Financial Services Manager

1. Purpose of the Report

1.1. The purpose of this report is to provide information on the proposed capital programme for 2021/22
and beyond, 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.

2. Recommendations

2.1. Police and Crime commissioner is asked to note the proposed capital programme for 2021/22 and

beyond as part of the overall budget process for 2021/22.

2.2. The Commissioner is asked to approve the status of capital projects as detailed in appendices 2 to 5.



3.1

3.2

3.3.

Capital Funding and Expenditure

Local Authorities (including Police and Crime Commissioners) determine their own programmes for
capital investment in non-current (fixed) assets that are essential to the delivery of quality public
services. The Commissioner is required by regulation to have regard to The Prudential Code when
carrying out his duties in England and Wales under part 1 of the Local Government Act 2003. The
Prudential Code establishes a framework to support local strategic planning, local asset management
planning and proper option appraisal. The objectives of the Prudential Code are to ensure: “within a
clear framework, that the capital investment plans of local authorities are affordable, prudent and
sustainable”. To meet these requirements, all schemes within the 4-year medium term capital
programme are only approved on the basis that they are fully funded either through capital grants,

capital reserves, capital receipts, revenue contributions or planned borrowing.

There are three main recurring elements to the Commissioner’s capital programme namely: Fleet
Schemes, Estates Schemes and ICT Schemes. In addition to these, there are currently a small number
of “other schemes” which do not fall into the broad headings above and in particular include the
replacement of the countywide CCTV system and resources set aside to support the additional officers

recruited through Operation Uplift.

The table below provides a high-level summary of the proposed capital programme and associated

capital financing over the four-year timeframe of the medium-term financial forecast (2021/22 to

2024/25).
Capital Expenditure 77 Yro0 7 Yr1l Yr2 Yr3 Yra

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

£ £ £ £ £

ICT Schemes 2,029,816 2,692,539 6,721,276 2,850,369 1,987,939
Fleet Schemes 2,096,670 1,768,374 1,085,280 1,185,600 897,184
Estates Schemes 311,794 300,000 7,710,000 5,600,000 310,000
Other Schemes 468,307 450,000 850,000 0 0
Total Capital Expenditure 4,906,587 5,210,913 16,366,556 9,635,969
Capital Receipts 0 0 (2,437,945) (532,606) 0
Contributions from Revenue (2,885,527) (3,796,427) (3,908,862) (3,405,881) (3,461,459)
Capital Grants (2,021,060) (1,164,486) (2,869,749) (97,482) 0
Capital Reserves 0 (250,000) (3,750,000) 0 0
Borrowing 0 0 (3,400,000) (5,600,000) 0

Total Capital Financing (4,906,587) (5,210,913) (16,366,556) (9,635,969)

(Excess)/Shortfall (1]
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The profile of capital expenditure fluctuates annually. Across the current ten-year programme, annual
average expenditure typically comprises £1.3m to replace fleet vehicles and around £3.0m for
replacement of ICT systems and equipment. The profile of Estates schemes is more ‘lumpy’, with peaks
of expenditure when major buildings are replaced. ICT Expenditure reflects the Constabulary Strategy
to invest in digital technology and the national programme to replace the Police Radio System
(Airwave) with an Emergency Services Network (ESN). The diagram below shows the make up of the

capital programme over 10 years.

Capital Programme 10 years to 2030/31
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A summary of the 10-year capital programme is provided for information at Appendix 1. The appendix
shows that the capital programme is fully funded over the medium-term four-year period to 2024/25.
The appendix also shows that in years 5-10 of the programme there are some shortfalls and deficits,
but overall the budget is balanced. This has been achieved through an increase in revenue
contributions from year 5 (see paragraph 3.8). The estimates for 5-10 years are built on a number of
assumptions, which, particularly in rapidly changing sectors such as ICT, are difficult to accurately
predict. This means that project costs in the later years of the capital programme become increasingly

indicative and should be treated with caution.

In relation to the financing of the capital programme, the Government’s grant settlements for 2020/21
and 2021/22 both included a reduced level of specific capital grant funding of £97k pa. However,
additional funding for the recruitment of 20,000 additional Police Officers, known as Operation Uplift
was integral to the settlement. The Policing Minister’s statement, which accompanied the settlement,

made it clear that the additional revenue funding for Operation Uplift included a capital element to
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support the infrastructure costs required to equip the additional officers in their roles. The money was
deliberately directed to the revenue budget to provide forces with maximum flexibility to decide upon
the most appropriate balance between officers and equipment to support Operation Uplift. A scheme
totaling £800k (£300k 2021/22 and £500k 2022/23) for Operation Uplift has now been included in the
programme, funded from the revenue budget. The detailed allocation of this budget will be decided

during 2021/22, with a significant proportion likely to be allocated to vehicles.

As a result of the majority of capital expenditure being in relation to relatively short lived assets (e.g.
ICT 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, any future
borrowing would have to be in relation to building projects with a life of 50 years. It can be seen in
Appendix 1 that during 2022/23 and 2023/24 it is estimated that the Commissioner will need to
borrow £9m. This is linked to an indicative scheme to improve the Commissioner’s estate in the west
of the county. A full options evaluation exercise and formal report will be required before any firm

decisions are made in relation to this project.

By the end of 2022/23 historic capital grant and general capital reserves will have been fully utilised.
This, in combination with the reduced level of capital 