LoSMERI,

Office of the Police and Crime Commissioner Carleton Hall Penrith Cumbria CA10 2AU > &
Police & Crime Commissioner for Cumbria R Rhodes go » %
Chief Executive S Edwards Chief Finance Officer/Deputy Chief Executive R Hunter CPFA quME
Call 01768 217734 email commissioner@cumbria-pcc.gov.uk O’?IM i Co"‘ﬁ\

Enquiries to: Mrs P Coulter
Telephone: 01768 217734

Our reference: PC

17" February 2016

AGENDA
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Carleton Hall, Penrith, at 10.00am.
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Mrs Ruth Hunter
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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. DISCLOSURE OF PERSONAL INTERESTS
Members 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 member should not participate in a discussion of the
matter and must withdraw from the meeting room unless a dispensation has
previously been obtained.

4. 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.

5. CAPITAL BUDGET MONITORING 2015/16 — QUARTER 3 TO DECEMBER 2015
To receive & note the OPCC Capital Budget Monitoring Report — Quarter 3 to
December 2015 (copy enclosed)

6. CONSTABULARY REVENUE BUDGET MONITORING 2015/16 QUARTER 3 TO
DECEMBER 2015
To receive & note the Constabulary Revenue Budget Monitoring Report — Quarter 3 to
December 2015 (copy enclosed)

7. COMMISSIONER’S REVENUE BUDGET MONITORING 2015/16 QUARTER 3 TO
DECEMBER 2015
To receive & note the OPCC Revenue Budget Monitoring Report — Quarter 3 to
December 2015 (copy enclosed)



10.

11.

12.

13.

14.

TREASURY MANAGEMENT ACTIVITIES 2015/16 QUARTER 3 (OCTOBER TO
DECEMBER 2015)

To receive & note the OPCC Treasury Management Activities 2015/16 Report —
Quarter 3 to December 2015 (copy enclosed)

DECISION 006-2016 - TREASURY MANAGEMENT STRATEGY STATEMENT 2016/17
AND PRUDENTIAL INDICATORS 2016/17 TO 2018/19

To receive, note and approve the Treasury Management Strategy Statement 2016/17
and Prudential Indicators 2016/17 to 2018/19 (copy enclosed)

DECISION 007-2016 - ESTATE AND FLEET STRATEGIES
To receive, note and approve the Estate Strategy & Fleet Strategy (2013-2017) 2016
Annual Updates (copies enclosed)

A) ESTATE STRATEGY (2013 —-2017) 2016 ANNUAL UPDATE
B) FLEET STRATGEY (2013 —2017) 2016 ANNUAL UPDATE

DECISION 008-2016 - ICT STRATEGY 2015 — 2019 UPDATED NOVEMBER 2015
To receive, note and approve the ICT Strategy (2015-2019) Updated November 2015
(copy enclosed)

DECISION 009-2016 - CAPITAL STRATEGY 2016/17 & BEYOND
To receive, note and approve the Capital Strategy — 2016/17 & beyond (copy
enclosed)

DECISION 010/2016 - 2016/17 BUDGET AND MEDIUM TERM FINANCIAL STRATEGY
To receive, note and approve the Budget and Medium Term Financial Strategy reports
(copies enclosed)

A) LOCAL GOVERNMENT ACT 2003 REQUIREMENTS REPORT

B) BUDGET 2016/17 AND FINANCIAL FORECASTS 2018/19 TO 2019/20

C) POLICE AND CRIME COMMISSIONER FOR CUMBRIA MEDIUM TERM FINANCIAL
STRATEGY 2016 - 2020

PROCUREMENT STRATEGY AND REGULATIONS
To receive, note and approve the Procurement Strategy and Regulations
(copies enclosed)

A) DECISION 012-2016 - PROCUREMENT STRATEGY 2016 — 2019
B) DECISION 011-2016 - CUMBRIA OPCC & CUMBRIA CONSTABULARY JOINT
PROCUREMENT REGULATIONS V2 JANUARY 2016



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.)

15. ESTATES REVIEW 2016-2017
To receive and note the Constabulary Estates Review 2016-2017 (copy enclosed)

16. ICT — APPENDIX TO AGENDA ITEM 11
To receive and note the appendix to Agenda Item 11 - ICT Strategy (copy enclosed)

17. DECISION 013-2016 - CONSTABULARY FUNDING ARRANGEMENT 2015-16
To receive, note and approve the Funding Arrangement for the 2016/17 Financial
Year (copy enclosed)
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TITLE: Capital Budget Monitoring 2015/16 — Quarter 3 to Dec 2015

Date of Meeting: 24 February 2016

Executive Summary:

The attached report provides an updated position of income and expenditure against the capital
programme as approved for the current financial year. Projections are based on actual expenditure
up to the end of December 2015 plus estimates of spending for future periods provided by the
project managers. Known changes to the capital programme budget approved to date have been

included in the report.

Recommendation:

The Commissioner is asked to:

e Note the latest forecasts of expenditure against the capital programme for 2015/16.

Corporate Support / Financial Services / MB/LVH
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MAIN SECTION

1. Introduction and Background

1.1 The Commissioner approves on an annual basis a 10 year capital strategy and a more
detailed four year capital programme. This includes the annual capital budget that
finances the delivery of capital schemes and provides for investment in ICT, the estate,

vehicles and equipment needed to deliver operational policing.

1.2 This report is set out in two main sections:

e Section 2, provides an update on the capital budget for the current financial year

(2015/16).

e Section 3, provides a brief update on the overall capital programme for a four year

period to 2018/19.

2. Capital Budget 2015/16

2.1 On 24 February 2015 the Commissioner approved the capital budget for 2015/16. The
capital programme has subsequently been amended to incorporate the effect of the
capital outturn position for 2014/15 and in year changes, such as variations to existing

schemes.

The table below summarises the movement in the capital budget as at the end of the third
quarter and shows a net reduction of just £1,143k (9.7%) against the approved budget for
2015/16. This represents projected slippage of £959k (of which £158k had been reported

previously) and other net changes to the budget of £185k.

Corporate Support / Financial Services / MB/LVH
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Summary of Budget Movement 2015/16 Capital Budget
2015/16
£000s
Capital Budget 2015/16 (approved by PCC 24/02/15) 9,941
Impact of 2014/15 Capital Outturn (approved 21/05/15) 472
New Schemes Approved/Drawndown 134
Budgets Changes - Approved 1,242
Approved Adjusted Budget 2015/16 11,789
Current Forecast of Capital Expenditure 2015/16 10,646
Forecast Variation (1,243)
Made up of:
1 Budget Changes (Under)/Overspend (185)
2 Forecast Slippage to 2016/17 (959)
(1,143)

The forecast capital expenditure and financing position for 2015/16 can be summarised as

follows:
Summary of Capital Budget 2015/16 2015/16
£000s
Capital Expenditure
ICT Schemes 4,191
Fleet Schemes 599
Estates Schemes 4,991
Other Schemes 864
10,646
Capital Financing
Capital Receipts 0
Direct Revenue Contributions 1,869
Capital Grants 576
Reserves 6,155
Borrowing 2,045
10,646

A more detailed breakdown of the individual schemes that make up these amounts can be

found at Appendix A.
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2.2

The paragraphs below provide a brief update on the progress on each of the main categories

of scheme:

ICT Schemes are comprised of the rolling replacement programme in respect of ICT
hardware, software and radios together with schemes to support the roll out of larger

specific projects.

Scoping work has been completed on a converged infrastructure approach to ICT delivery,
which will improve the efficiency of the rolling infrastructure replacement programme and
make savings across the 10 year capital strategy. The converged Infrastructure project has
now been approved and the budgets have been re-profiled, including bringing forward some

budgets from 2016/17 in to 2015/16.

During the 15/16 financial year the Mobile and Digital project has successfully deployed the
Smartphone devices to officers and staff which have delivered significant operational
benefits. Deployment was broadly on schedule. The next stage of the project is to deploy
“flex” devices. Procurement is underway but is behind schedule due to supply issues.
During the current financial year the programme has been impacted by a number of
different issues, including technical and resource interdependencies with other strategic
initiatives and supplier delivery plans. Decisions have been taken to prioritise ICT deliveries
to minimise risk and manage resource effectively and as a result some aspects of the Mobile
and Digital project have been deferred to later in the programme and capital provision
slipped to 2016/17. A more detailed review of the capital forecast for the project is to be
undertaken in the final quarter of 2015/16.

The national project to implement a computer usage audit tool which had been deferred
and will no longer be implemented in its current form. Further evaluation of alternative
systems will be undertaken and a new business case developed. The projects to replace the
Wide Area Network and the Criminal Justice Extranet have been completed. Overall, this

has resulted in the return of £200k of budget.

Corporate Support / Financial Services / MB/LVH
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e Fleet Schemes are comprised of the cyclical replacement of the Constabulary fleet of
vehicles — A small amount of budgeted replacements in 2015/16 have been slipped into

2016/17 pending the outcome of reviews. The remainder of the 2015/16 replacements are

expected to delivered in line with the plan.

e Estates Schemes are comprised of the construction of the Barrow TPA HQ, work to HQ site in
preparation for the North Resilience Flood Management Works and a number of smaller
estates projects - Expenditure predominantly relates to the Barrow project. The new TPA

HQ was completed and handed over in mid-September became operational in early October.

Works to the HQ site continue with the installation of the new electrical infrastructure.
Contractors have now started on site and the works will take until June to complete. The
majority of the expenditure will fall into 2016/17 and the budget has been profiled across

the financial years to reflect this.

e Other Schemes include the CCTV project, intranet and internet and firearms and camera
replacements. — The large part of this category is in relation to the provision of a county
wide CCTV system, which is now operational. One camera is still to be installed and this has
been delayed due to the condition of the mounting pole. The pole belonging to the legacy
CCTV system had been identified as a site for the new camera but the internal structure has
collapsed resulting in damage to the electricity supply and data cables. This had not been
foreseen and has resulted in a £15k increase to the budget for the replacement. A
contribution from the CCTV revenue budget will be used to fund this work and the capital

financing schedules have been adjusted to reflect this.

Replacement Body Cameras and replacement Digital Interview Suite equipment have been
added as new schemes. These have been funded by additional contributions from
Constabulary revenue and the capital financing schedules have been increased to reflect

this.

Corporate Support / Financial Services / MB/LVH
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3. Capital Programme 2015/16 to 2018/19

The table below provides a summary of the capital programme and associated capital

financing over the four year period to 2018/19:

Summary of Capital Budget 2015/16 to 2018/19

2015/16 2016/17  2017/18 2018/19
£000s £000s £000s £000s

Capital Expenditure

ICT Schemes 4,191 4,891 1,458 1,011
Fleet Schemes 599 816 1,491 684
Estates Schemes 4,991 3,510 2,884 38
Other Schemes 864 24 95 0
10,646 9,241 5,928 1,732
Capital Financing
Capital Receipts 0 0 0 248
Direct Revenue Contributions 1,869 1,200 1,240 1,222
Capital Grants 576 5,131 4,687 262
Reserves 6,155 2,810 0 0
Borrowing 2,045 100 0 0
10,646 9,241 5,928 1,732

A more detailed schedule is provided at Appendix B which also illustrates the whole life

costs of the current projects within the capital programme.

The ICT schemes have been re-profiled following the approval of the Converged
Infrastructure programme. As a result £1,110k from 2016/17 and £34k from 2017/18 have
been brought forward into 2015/16 to facilitate the purchase of the hardware. Overall, the

budget requirement for the scheme has reduced by £630k over the life of the capital

programme.
4. Supplementary Information
4.1 Appendices to this report are provided as follows:

. Appendix A — Capital Budget 2015/16
. Appendix B — Capital Programme 2015/16 to 2018/19

Corporate Support / Financial Services / MB/LVH
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Capital Budget 2015/16

Capital Budget 2015/16 Original Impact of
Approved 2014/15
Budget Outturn
£000s £000s
ICT Schemes
ICT Historic Schemes 26 0
Information security 78 0
Software Application Replacement 0 0
Hardware Replacement 523 147
Hardware Comms / Network Replacement 556 40
Communications Network Replacement 148 (47)
Radio Replacement 0 0
Infrastructure Solution Replacement 1,169 (24)
Devices & Applications 871 (68)
Digital Working 170 0
Digital Enablers 295 8
Total ICT Schemes 3,835 55
Fleet Schemes 1,299 (573)
Estates Schemes
South Estate - Kendal 137 7
South Estate - Barrow & Ulverston 3,471 683
HQ Flood Defence Works 33 (29)
HQ Demolition of The Green 80 0
HQ Electrical Infrastructure 200 (79)
Workington Land Purchase 500 0
Durranhill Carpark 0 0
Total Estates Schemes 4,422 583
Other Schemes
ANPR 0 9
Finance & Business Systems Upgrade 101 4
Firearms Replacement 0 7
CCTV 80 368
Intranet 0 50
Internet 75 0
Leadership & Skills - Blended Learning 110 (31)
Egremont Vetrans Hostel 19 0
Body Worn Video Cameras 0 0
0 0
Total Other Schemes 385 407

Total Capital Expenditure 2015/16

New

Schemes

Approved
£000s

(265)
671
(271)

(120)

O O O O O o

47
47

O O O o oo oo

NN B
N O O

Budget
Variations
Approved

£000s

67
(6)

70

(13)
119

o

63

(25)

1,242

Appendix A

Approved Forecast

Adjusted
Budget
£000s

26
78

0
380
2,411
(170)

925
802
170
303
4,924

726

145
4,222
(1)
80
191
500
34
5,171

105

511
50
50
79
86
46
26

968

11,789

Capital
Outturn
£000s

0
0

357
2,287
(170)

825
759

134
4,191

599

45
4,222
(1)

191
500
34
4,991

864

Forecast
Variation

£000s

(26)
(78)

(23)
(124)

(100)

(43)
(170)
(169)
(733)

(127)

O O O O O O

(104)
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Appendix B

Capital Programme 2015/16 to 2018/19

Current Programme Projected Projected Projected Projected Projected
Spend to o Spend to Forecast
Approved 31 Mar '15 Remaining Dec-15 Outurn Outurn Outurn Outurn Total Variation
Budget Budget 2015/16 2016/17 2017/18 2018/19 Cost
£000s £000s £000s £000s £000s £000s £000s £000s £000s £000s
ICT Schemes
ICT Historic Schemes 3,972 3,946 26 0 0 26 0 0 3,972 0
Information security 78 0 78 0 0 0 0 0 0 (78)
Software Application Replacement 95 61 35 0 0 0 0 35 95 0
Hardware Replacement 3,077 1,088 1,989 189 357 458 186 336 2,424 (652)
Hardware Communications Network Replacemer 4,893 836 4,056 25 2,117 1,150 453 238 4,794 (98)
Communications Network Replacement 0 0 0 0 0 0 0 0 0 0
Radio Replacement 514 464 50 0 0 50 0 0 514 0
Infrastructure Solution Replacement 2,496 159 2,337 283 825 1,400 112 0 2,496 0
Devices & Applications 3,033 443 2,589 68 759 827 641 362 3,033 0
Digital Working 854 0 854 0 0 748 66 40 854 0
Digital Enablers 469 104 365 97 134 231 0 0 469 0
Total ICT Schemes 19,481 7,101 12,380 661 4,191 4,891 1,458 1,011 18,652 (829)
Fleet Schemes 3,590 0 3,590 474 599 816 1,491 684 3,590 0

SUB TOTAL CONSTABULARY PROGRAMME 22,242

Corporate Support / Financial Services / MB/LVH
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Appendix B
Capital Programme 2015/16 to 2018/19 (Continued)

Current Programme Projected Projected Projected Projected Projected

Approved Sslp:nna? .t:S Remaining Sg::_dltso Outurn Outurn Outurn Outurn Total \I;:;Z:?::‘
Budget Budget 2015/16 2016/17 2017/18 2018/19 Cost
£000s £000s £000s £000s £000s £000s £000s £000s £000s £000s

Estates Schemes

South Estate - Kendal 3,610 3,465 145 2 45 100 0 0 3,610 0]
South Estate - Barrow & Ulverston 9,104 4,883 4,222 3,861 4,222 0 0 0 9,104 0
HQ Flood Defence Works 59 60 (2) (2) (1) 0 0 0 59 0
HQ Demolition of The Green 80 0 80 0 0 80 0 0 80 0
HQ Electrical Infrastructure 717 79 638 12 191 446 0 0 717 0
Workington Land Purchase 500 0 500 0 500 0 0 0 500 0
Durranhill Carpark 34 0 34 3 34 0 0 0 34 0
Roof Repairs 183 146 38 0 0 0 0 38 183 0
Strategic Command Centre 5,017 0 5,017 0 0 2,509 2,509 0 5,017 0
NPT Base - Replacement Hostel 750 0 750 0 0 375 375 0 750 0
Total Estates Schemes 20,055 8,633 11,422 3,877 4,991 3,510 2,884 38 20,055 0
Other Schemes

ANPR 105 96 9 1 9 0 0 0 105 0
Finance & Business Systems Upgrade 842 737 105 9 10 0 95 0 842 0
Firearms Replacement 75 68 7 6 7 0 0 0 75 0
CCTV 1,106 595 511 480 502 24 0 0 1,121 15
Intranet 50 0 50 18 50 0 0 0 50 0
Internet 50 0 50 49 50 0 0 0 50 0
Leadership & Skills - Blended Learning 79 0 79 0 79 0 0 0 79 0
Egremont Vetrans Hostel 114 28 86 86 86 0 0 0 114 0
Body Worn Video Cameras 46 0" 46 46 46 0 0 0 46 0]
Digital interview Equipment 26 0" 26 0 26 0 0 0 26 0
Total Other Schemes 2,492 1,524 968 694 864 24 95 0 2,507 15

GRAND TOTAL CAPITAL PRROGRAMME 17,257 28,360 10,646
Corporate Support / Financial Services / MB/LVH
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Constabulary Report to OPCC

TITLE OF REPORT: Revenue Budget Monitoring 2015/16
Quarter 3 to December 2015

DATE OF MEETING: 24 February 2016

ORIGINATING OFFICERS: Michelle Bellis, Deputy Chief Finance Officer

PART 1 or PART 2 PAPER: PART 1 (OPEN)

Executive Summary:

The attached report provides an update of the financial position for 2015/16 based on the actual and
committed spending for the first nine months, to December 2015, plus a forecast for the remainder of the

year.

The current forecast of net expenditure on Constabulary controlled and managed budgets amounts to
£106.7428m, which represents an underspend of £354k (against the approved revised budget of
£106.425m). The forecast underspend at December of £354k is higher that the forecast position as at the
end of September of £188k.

The projected underspend is made up of a forecast underspend on expenditure budgets of £36k (0.03%)

plus forecast of additional income of £318k (7.22%).

Recommendation:

The Commissioner is asked to note the latest estimate of the Constabulary revenue budget position for

2015/16.

Page |10f9
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MAIN SECTION

1. Introduction and Background

1.1 The purpose of this report is to provide an update of the forecast financial position for 2015/16,
based on actual spending and commitments for the first nine months of the year as at the end of

December 2015 plus a forecast for the remainder of the year.

1.2  The current forecast as at December 2015 on Constabulary funding and managed budgets is for an
underspend of £354k, which compares to an underspend of £188k forecast at the end of September

(Qtr. 2).

1.3 The total budget is based on the funding arrangement between the Commissioner and the Chief

Constable which was approved in April 2015.

1.4 The approved funding amounted to £113.647m, which is made up of a net revenue budget of
£108.513m plus a plant and equipment capital budget of £5.134m. This report deals solely with the
revenue funding. The current revised budget for revenue expenditure is £106.425m. The original
approved funding has subsequently been amended by a number of budget adjustments, principally
in relation to a decrease in police officer pensions, for which there is a corresponding decrease in

Home Office top up grant funding which is shown in the Commissioner's budgets.

2. Revenue Expenditure

2.1 The current prediction for net revenue expenditure during 2015/16 is £106.428m, which is £354k
(0.33%) below the approved revised budget of £106.425m, this compares to an underspend of £188k
forecast at the end of September (Qtr. 2). The forecast position is made up of a forecast underspend
on expenditure of £36k (previously £138k at September) plus a forecast over recovery of income of

£318k (previously £50k at September).

2.2 The principal variances as at December 2015 together with comparatives as reported at the end of

September (Qtr. 2), are outlined in the table below:

Page |20f9
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2.3

Description Revised Provisional Provisional Provisional Explanation Forecast Changein
Budget Outturn (Under)/ (Under)/ Paragraph (Under)/ Forecast
Overspend Overspend Overspend Sep-15
2015/16  2015/16 2015/16 2015/16 at Sep-15 to Dec-15
£'000s £'000s £'000s % £'000s £'000s
Constabulary Funding
Police Officers 74,086 73,384 (702)  -0.95% 2.4 (263) (438)
Police Community Support Officers 2,627 2,606 (21) -0.80% 2.5 (20) (1)
Police Staff 18,982 19,011 29 0.15% 2.6 173 (144)
Other Employee Budgets 1,284 1,860 576 44.87% 2.7 (41) 617
Transport Related Expenditure 2,304 2,126 (178) -7.71% 2.8 (103) (75)
Supplies & Services 10,119 10,392 273 2.70% 2.9 163 110
Third Party Related Expenses 1,785 1,772 (13) -0.75% 2.10 (48) 35
Total Constbaulary Funding 111,186 111,150 (36) -0.03% (138) 102
Income (4,405) (4,723 (318)  7.22% 2.11 (50) (267)

Total Constbaulary Funding Net of Income 106,781 106,428 (354) -0.33% (188) (165)

A more detailed analysis of the figures in the above table is provided at Appendix A.

Commentary on specific variances is provided in the paragraphs below.

The forecast variance reported at the end of December (Qtr. 3) is higher than that reported as at the
end of September (Qtr. 2). The main reasons for the increase in underspend are in relation to:
changes to workforce planning; changes in accounting policy in relation to overtime, changes to
forecast transport expenditure as a result of falling fuel prices and a reduction to forecast mileage

figures for the year and increased income in respect of escorting abnormal loads.

The quarterly reported variances for 2015/16 together with comparators for 2014/15 are

summarised in the table below:

Constabulary Reported Variance (Under)/Overspend

2014/15 2015/16
£'000s £'000s

Quarter 1 (to 30 June) (167) (51)
Quarter 2 (to 30 September) (175) (188)
Quarter 3 (to 31 December) (245) (354)
Quarter 4 (to 31 March) (258) -
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2.4  The budget for police officer pay is £73m and is currently forecast to come in under budget by £702k
(0.95%), previously £263k (0.36%) as at September.

The principal reason for the underspend relates to minor changes the workforce plan (WFP) which
gives rise to a forecast underspend of £452k (£138k as at September). Police officer retirements and
resignations for the year have both exceeded the forecast. In January an intake of 13 police officer
transferees was completed with a further intake of 18 recruits planned for March, it is anticipated
that this will mean by the end of the financial year actual officer numbers will be within 2 posts of full

the establishment.

The forecast underspend is also partly attributable to lower than anticipated expenditure on police

allowances, in particular in relation to unsociable hours £159k (£145k at September).

Police Overtime is projected to underspend by £91k (previously an overspend of £50k was forecast at
September). The underspend has arisen as a result of a change in accounting policy (agreed by Chief
Officers in December) concerning the accounting accrual of overtime paid in April back into the
accounts of the previous year. The change is designed to help streamline the accounts closure
process in response to tighter statutory deadlines for issuing the Statement of Accounts. This
underspend is being partially offset by additional spend in Crime Command due to several major
operations and cases coming to court (£21k) and additional spend in Territorial Policing on providing

cover for vacancies.

Appendix B provides a graphical representation of the current HR WFP assumptions compared with
the original WFP budget and budgeted establishment. Where the latest WFP forecast (red line) falls
below the original WFP budget (green line) an underspend will result, where the workforce plan rises

above the adjusted budget line an overspend will result.

2.5 The budget for PCSO pay is £2.6m and is currently forecast to underspend by £21k (0.80%),
previously £20k (0.75%) under as at September.

Page |40f9
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The forecast underspend is as a result of in-year changes to the WFP for PCSOs. More leavers are
now forecast for the year and are also being weighted to the earlier part of the year. The
Constabulary has experienced some difficulties in recruiting PCSOs with the result that there is now
only one intake planned for the year which took place in September. For 2016/17 the establishment
for PCSOs has been maintained at 95 FTE and plans are in place for two intakes of PCSOs in the year
which will take place in May 2016 and January 2017, these intakes will see actual numbers of PCSOs

increase to the establishment level by the end of 2016/17.

2.6 The budget for Police Staff Pay & Allowances is £19m and is currently forecast to come in over

budget by £29k (0.15%), previously £173k (0.92%) over as at September.

The primary reason for the overspend is as previously reported, that following the research and
consultation phases of the change programme reviews being undertaken, there have been some
delays in the implementation schedule and changes to planned savings, with the result that several
of the reviews will not deliver as much first year savings as expected. These forecast overspends are
being partially offset by a reduction in overtime (particularly in the Communications Centre) and by

the removal from the establishment of a number of vacant posts in advance of reviews.

2.7 The budget for Other Employee Expenditure is £1.3m and is currently forecast to come in over
budget by £576k (44.87%), previously £41k (3.26%) under as at September. The primary reason for
the overspend is as a result of the decision to finance some of the termination costs incurred in the
year from the core 2015/16 budget rather than draw down reserves earmarked for this purpose,

which may be required in future years.

2.8 The budget for transport related expenditure is £2.3m and is currently forecast to come in under
budget by £178k (7.71%), previously £103k (4.61%) as at September. The reason for the underspend
in twofold, firstly the Constabulary continues to benefit lower fuel prices and secondly reductions in
overall vehicle mileage is adding to the fuel savings and providing reduced repair and maintenance

costs.

2.9 The Supplies & Services budget is £10.1m and is currently forecast to overspend by £273k (2.70%),
previously £163k (1.56%) as at September.
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At the time of setting the budget for 2015/16 a number of potential budget pressures were identified
that could impact in 2015/16. As part of the budget process an amount of £500k was set aside in a
contingency reserve to cover the risks associated with these budget pressures. It was however
agreed that these budget pressures should in the first instance be met from the in-year revenue

budget where possible.

It is projected that a number of these identified pressures will give rise to additional expenditure in
2015/16 as a result of implementation of the Constabulary’s Change Programme and a new contract
for custody medical services, with the result that the supplies and services section is forecast to
overspend by £273k . At this point in time these pressures can be accommodated within the overall
funding provided to the Constabulary, if however the position changes a drawdown from the

contingency reserve will be requested.

2.10 The budget for Third Party related expenditure is £1.8m and is currently forecast to come in under
budget by £13k (0.75%), previously £48k (2.73%) as at September. The forecast underspend arises

from a number of smaller variances in relation to contracts.

2.11 The Income budget is £4.4m and is currently forecast to exceed the budget by £318k (7.22%),
previously £50k (1.22%) as at September. The primary reasons for the increase in income are in
respect of additional income secured as a result of a contract for escorting abnormal loads (£190k)

and an increase in receipts in respect of the sale of end of life vehicles (£40k).

2.12 In December Cumbria was hit by widespread flooding which involved a significant police response.
Information is still being collated regarding the financial cost of policing the emergency but it is felt
that this cost will not exceed the £200k threshold for a claim to be made under the Government’s

“Bellwin” emergency assistance scheme.

In addition to the above emergency response, the Constabulary also suffered damage to a number of
police premises and vehicles. The costs of the reinstatements will largely be covered by insurance
claims although policy excesses will apply. The 2015/16 financial outturn report to be provided in

May 2016 will contain further details.
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3. Supplementary Information

3.1 Appendices to this report are provided as follows:
e Appendix A - Constabulary Revenue Budget monitoring as at December 2015.

e Appendix B - Graph showing current WFP assumptions compared to original/budget for

2015/16.
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Appendix A
The Chief Constable for Cumbria Constabulary

Revenue Budget Monitoring to December 2015

Description Base Revised Budget Actual Provisional Forecast Forecast
Budget Budget To Date To Date Outturn (Under)/ (Under)/

Projected Change
(Under) /

Overspend Overspend
2015/16 2015/16 2015/16 2015/16 2015/16 2015/16 2015/16
£ £ £ £ £ £ %

Overspend Sep-15to
@ Sep-15 Dec-15
f £

Constabulary Funding

Police Officers 76,347,224 74,085,569 43,464,585 41,977,234 73,383,822  (701,747)] -0.95% (263,443)  (438,305)
Police Community Support Officers 2,810,501 2,626,741 1,986,389 1,952,318 2,605,696  (21,045)| -0.80% (19,735) (1,310)
Police Staff 18,555,500 18,982,131 14,348,092 14,400,061 19,011,051 28,920| 0.15% 173,350  (144,429)
Other Employee Budgets 803,280 1,284,015 821,001 881,873 1,860,164  576,149| 44.87% (40,644) 616,793
Transport Related Expenditure 2,469,876 2,303,727 1,343,122 1,390,035 2,126,124  (177,603)] -7.71% (102,686) (74,918)
Supplies & Services 9,877,535 10,118,620 8,153,092 8,126,530 10,391,585  272,966| 2.70% 163,250 109,716
Third Party Related Expenses 1,615,709 1,785,162 963,808 920,828 1,771,854  (13,308)| -0.75% (47,854) 34,546

Total Constbaulary Funding 112,479,625 111,185,965 71,080,089 69,648,877 111,150,297 (35,668) (137,761) 102,093

Income (3,966,595) (4,404,659) (3,005,852) (3,304,970) (4,722,544)  (317,885)| 7.22% (50,397)  (267,488)

Total Constbaulary Funding Net of Incom 108,513,030 106,781,306 68,074,237 66,343,907 106,427,753  (353,553) -0.33% (188,159) (165,395)
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The Chief Constable for Cumbria Constabulary

Current Workforce Plan (WFP) Assumptions Compared to Budget & Original WFP Budget (Police Officers)
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Title: Commissioner’s Revenue Budget Monitoring 2015/16 Quarter 3 (December 2015)

Date: 24 February 2016
Originating Officer: Michelle Bellis — Deputy Chief Finance Officer

Report of the PCC Chief Finance Officer

1.1.

2.1.

3.1.

The purpose of this report is to provide an update on the Commissioner’s revenue budget
monitoring position for 2015/16 based on actual and committed spending for the first nine
months to December 2015 plus a forecast for the remainder of the year. The current forecast
of net expenditure amounts to £94.775m compared to an approved budget of £94.871m. This
is a net variance of £97k (0.10%) and comprises £267k over achievement of income and £170k
underspend on expenditure. The net variance at December is only slightly higher than the
position reported at the end of the second quarter to September 2015 which was for an £80k

underspend.

The Commissioner is asked to note the latest estimate of the revenue budget position for

2015/16.

The provisional outturn for net expenditure, after taking account of movements to and from
earmarked reserves, amounts to £94.775m, and is £97k (0.10%) under the approved budget of
£94.871m. The forecast position is made up of £354k underspend in respect of funding
provided to the Constabulary (made up of anticipated over recovery of income of £318k and a
forecast underspend on expenditure of £36k) plus a £257k overspend in respect of budgets
controlled by the Commissioner (made up of a forecast overspend on expenditure of £206k

and a forecast under achievement of income £51k).
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3.2.

3.3.

3.4.

The principal variances at the end of quarter 3 (31 December 2015) are outlined in the table

below:

Description Base Revised Forecast Forecast Forecast Explanation
Budget  Budget Outturn (Under)/ (Under)/ Paragraph

Total

2015/16  2015/16  2015/16 OverspendOverspend

000 £000s 0010 00103 %
Office of the Police and Crime 799 794 787 (7) -0.88% 3.3
Commissioner
Other PCC Budgets (10,083) (7,246)  (6,982) 264  -3.64% 3.4
Funding Provided to the 108,513 106,781 106,428 (354)  -0.33% 35
Constabulary
Movements To/(From) Reserves (4,358) (5,458)  (5,458) 0 0.00%
Net Expenditure 94,871 94,871 94,775 (97) -0.10%
External Funding (94,871)  (94,871) (94,871) (0) 0.00%

0 0 (97) (97) -0.10%

A more detailed analysis of the figures in the above table is provided at Appendix A.

Commentary on specific variances is provided in the paragraphs below.

The budget for the Office of the Police and Crime Commissioner is forecasting to come in

under budget by £7k (previously £11k at September). The forecast underspend has arisen

from a combination of factors but in the main relates to the OPCC contingency budget of £15k

which is currently forecast not to be needed in the year. This has been offset slightly by the

additional costs earlier in the year of the temporary secondment into the partnerships and

strategy manager role to support the delivery of the sexual assault referral centre.

The Other PCC Controlled Budgets are forecast to come in over budget by £264k (previously

£119k at September). The overspend is made up of:

expenditure on redundancies (£300k). This relates to termination costs as a result of the
implementation of the change programme which are being funded from core budgets
rather than being drawn down from the management of change reserve.

increase in insurance premiums (£21k). The increase in insurance premiums is linked to
the announcement in the Chancellor’s July budget that insurance premium tax (IPT) will
increase from 6% to 9.5% in November. The Commissioner/Constabulary insurance

premiums were renewed on 1 November. The forecast overspend has arisen due to a
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3.5.

combination of an increase in premiums as a result of an increase in the limit of
indemnity on the public and employers liability policies and the increase in the rate for
IPT.

variation in grant income (£43k). The Commissioner receives a specific grant to support
funding for a number of police officer posts. At the time of budget setting final grant
allocations were outstanding. The actual grant notice from the home office is £43k less
than the amount estimated within the budget. Actual expenditure on police officer pay
funded by this grant is in line with the notified grant award.

reduction in interest and investment income (£8k). The current forecast is that
investment income for the year will be £177k against a budget of £125k. The treasury

management activities report elsewhere on this agenda provides details.

The above overspends are being offset by underspends as follows:

expenditure on premises costs (£63k). This relates to lower utilities costs as a result of
the currently low fuel prices and reductions in rates as a result of rating revaluations
which are being offset to a degree by increased repairs and maintenance the HQ site in
connection with electrical infrastructure works.

expenditure on Commissioned Services (£24k). The current forecasts for commissioned
services are for a reduction in expenditure compared to budget.

reduction in the amount of charge in respect of the minimum revenue provision

compared to the base budget of £21k.

The Commissioner provides funding of £108.5m to the Chief Constable to operate the
Constabulary under the terms of a funding arrangement. The Chief Constable is currently
forecasting an underspend of £354k (0.33%) against this budget. The forecast underspend is
made up of £36k underspend on expenditure budgets plus anticipated additional income of
£318k. The primarily reason for the underspend relates to changes in the profile for police
office recruitment, increased income in respect of providing police escorts for the movement
of abnormal loads and reduced transport costs as a result of the continuing low fuel prices.
The Chief Constable has provided a separate report elsewhere on this agenda which provides

a specific update regarding funding provided to the Constabulary.
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3.6.

The Commissioner maintains the police property act fund. This fund has been accumulated
over a period of time as a result of the disposal of property coming into the possession of the
police under the Police Property Act 1987 and the Powers of Criminal Courts Act 1973. On a
quarterly basis community groups or individuals can submit applications for funding to the
Commissioner, the proposals should support priorities within the Commissioner’s Police and
Crime Plan, have an impact on community safety and crime reduction or contribute to the
delivery of the Constabulary youth strategy (e.g. diversionary activities for young people). At
31 December 2015, the fund amounted to £68k. In December awards to successful applicants
totalling £1.3k were made and details of these are shown in Appendix B. Further details of

the funding allocations can be found on the Commissioner’s website http://www.cumbria-

pcc.gov.uk/working-for-you/property-fund.aspx
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Revenue Budget Monitoring 2015/16 — Quarter 3 to December 2015

Appendix A

Description Base Revised Budget Actual Forecast Variance Projected Change
Budget Budget To Date To Date QOutturn  (Under)/Overspend (Under)/Overspend  Sep-15to
2015/16 2015/16 2015/16 2015/16 2015/16 2015/16 @ Sep-15 Dec'15
£ £ £ £ £ £ f
Office of the Police and Crime Commissioner 799,004 793,586 598,063 616,392 786,567 (7,019) (10,620) 3,601
Other PCC Budgets
Commissioned Services Budget 2,699,000 2,442,899 1,232,433 958,726 2,443,361 462 2,103 (1,641)
Sexual Assault Support Services 0 196,049 13,056 66,397 171,638 (24,411) 499 (24,910)
PCC Efficiency Savings Identified In-year 0 0 0 0 0 0 0 0
Estates 3,716,924 3,467,124 2,801,487 3,127,380 3,404,484 (62,640) 61,115 (123,755)
Insurances 506,816 506,816 784,711 840,835 527,464 20,648 8,272 12,376
LGPS Past Service Cost 799,000 0 0 0 0 0 0 0
Redundancies 1,830,000 541,898 449,946 449,946 841,899 300,001 1 300,000
Provision for Insurance Liability 196,175 196,175 0 0 196,175 0 0 0
Technical Accounting 859,231 969,846 (7,008) (11,590) 969,847 1 0 1
Capital Financing 4,888,993 8,160,058 7,486,953 7,465,618 8,138,723 (21,335) 0 (21,335)
Grants & Contributions (25,454,489)  (23,601,781) (18,380,291) (18,660,496) (23,558,571) 43,210 44,226 (1,016)
Interest/Investment Income (125,000) (125,000) (93,753) (62,459) (117,000) 8,000 3,000 5,000
(10,083,350) (7,245,916)  (5,712,466)  (5,825,644) (6,981,980) 263,936 119,216 144,720
Total Police & Crime Commissioner Directly Controlle (9,284,346) (6,452,330) (5,114,403) (5,209,253) (6,195,413) 256,917 108,596 148,321
Constabulary Funding 112,479,625 111,185,965 71,080,089 69,648,877 111,150,297 (35,668) (137,761) 102,093
Constabulary Income (3,966,595) (4,404,659)  (3,005,852)  (3,304,970) (4,722,544) (317,885) (50,397) (267,488)
Total Constabulary Funding 108,513,030 106,781,306 68,074,237 66,343,907 106,427,753 (353,553) (188,159) (165,395)
Total Approved Budget 99,228,684 100,328,976 62,959,834 61,134,654 100,232,340 (96,636) (79,563) (17,073)
Transfers To/(From) Earmarked Revenue Reserves (2,236,827) (686,984)  (1,553,355)  (1,553,355) (686,984) 0 0 0
Transfers To/(From) Capital Reserves (2,120,677) (4,770,812)  (4,770,812)  (4,770,812) (4,770,812) 0 0 0
Aggregated External Financing (94,871,180) (94,871,180) (71,153,382) (71,153,383) (94,871,180) (0) (0) 0

Net Requirement

(0]

(14,517,715)

(16,342,895)

(96,636)

(79,563) (17,073)
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Appendix B

Police Property Act Awards - Quarter 3 December 2015

Award To

Cleator Moor Amateur Boxing Club 300
Community Reach 1,000

Total 1,300

Further details of the funding allocations can be found on the Commissioner’s website
http://www.cumbria-pcc.gov.uk/working-for-you/property-fund.aspx
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Cumbria Office of the Police and
Crime Commissioner

Title: Treasury Management Activities 2015/16
Quarter 3 (October to December 2015)

PCC Executive Board: 24 February 2016

Originating Officers: Michelle Bellis, Deputy Chief Finance Officer and,

1.1.

1.2.

2.1.

Lorraine Holme, Principal Financial Services Officer.

Purpose of the Report

The purpose of this paper is to report on the Treasury Management activities, which have taken
place during the period October to December 2015 in accordance with the requirements of CIPFA’s

Code of Practice on Treasury Management.

Treasury Management activities are undertaken in accordance with the Treasury Management
Strategy Statement and Treasury Management Practices approved by the Commissioner in February

each year.

Recommendation

The Commissioner is asked to note the contents of this report. The report will also be presented to
the Joint Audit and Standards Committee meeting of 9 March as part of the arrangements to ensure
members are briefed on Treasury Management and maintain an understanding of activity in support

of their review of the annual strategy.
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2.2. JASC Members are asked to note the contents of this report. The report is provided as part of the
arrangements to ensure members are briefed on Treasury Management and maintain an
understanding of activity in support of their review of the annual strategy. The report was presented

to the Commissioner at his Executive Board meeting on 16 February.

3. Economic Background

3.1. The UK economy had a solid 2015 with overall growth estimated to be around 2.5%, a figure well in
line with the trend rate. The labour market was also strong. Data released in December for the
period to October 2015, showed employment the highest at 73.9% and unemployment at 5.2% the
lowest it had been since 2006. As a result, wage growth was generally strong over the year; although
having peaked at 3.3% in May, it fell to 2.4% in October. Consumer price inflation was very low over
the second half of 2015, a collapse in food, fuel and transport costs along with a strong Pound being
the contributors to this fall. Stronger wage growth and low inflation allowed real earnings to grow at
the fastest rate in eight years. At the beginning of the October-December 2015 quarter the general
consensus was that the MPC would look to raise interest rates in early 2016. However a number of
factors have pushed back the expectation of a rate rise to Q3 or Q4 of 2016, with possibly one or two
increases in 2017: inflation, having dipped below zero earlier in 2015, remained very low at 0.1%
year/year in November 2015, oil prices have fallen even further and growth in China isn’t looking like

it is going to return to its usual 7%+ levels very soon.

3.2. Inthe US, the Federal Reserve raised interest rates in December 2015 for the first time in nine years
to take the new Federal funds range to 0.25%-0.50%. The accompanying statement justified this
increase as due to continuing tightening of the labour market, the solid improvement in economic
household spending and business fixed investment and a strong housing sector. The statement
suggested we can expect four interest rises over 2016. Over 2015, the US dollar appreciated by 8%,
leading to lower import prices. The decline in import prices filtered into consumer prices in 2015,
which alongside the sharp drop in energy costs, depressed the headline inflation rate. However, as a
result of the strong dollar and weak global demand, US exports have fallen by nearly 10% over the
year. With the presidential elections coming up at the end the year, we should start to see

uncertainty creep into the market until a clear winner emerges.

3.3. Inthe Eurozone, the European Central Bank announced a modest reduction in the Deposit Rate from

-0.2% to -0.3% and an extension of their asset purchase programme by 6 months to March 2017.
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3.4.

4.1.

Overall, the Eurozone economic activity was stronger over 2015 and there was an improvement in
unemployment to 10.5% from 11.5% a year earlier, which helped drive private consumption as a

result. Eurozone CPl inflation fell below zero during 2015 and is currently hovering just above.

The slowdown in the Chinese economy became the largest threat to the region and to the prospects
for global growth as a whole. The effect of the Chinese authorities’ intervention in their currency
and equity markets was temporary and led to further market volatility as a consequence. As the
global economy entered 2016, there was a high uncertainty about growth, the outcome of the US
presidential election (no clear party or candidate can be identified as a winner right now) and the
consequences of the vote whether the UK is to remain in the EU, the timing of which could well likely

be summer 2016.

Treasury Management Operations and Performance Measures

The Commissioner’s day to day treasury management activities are undertaken on behalf of the
Commissioner’s Chief Finance Officer/Deputy Chief Executive by the financial services team under
the management of the Chief Constable’s Chief Finance Officer. Responsibilities and requirements
for treasury management are set out in the financial regulations and rules. Treasury management
practices are approved annually setting out the arrangements as part of the Treasury Management

Strategy Statement (TMSS).

The TMSS sets maximum limits for investments according to category. The categories and overall
limit per category is illustrated in the table below together with the actual investments outstanding
as at 31 December 2015. Within each category there are further limits to the total amount and
duration of investments that can be placed with individual counterparties, these vary depending on

the credit rating of the counterparty at the time the investment is made.
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4.2.

Actual

Category Compliance A schedule detailing the
o Investments at S
Limit 31 December with Limit individual investments that
(£m) (Em) make up the £19.31m total
1 - Banks Unsecured 20 4.269 Yes invested at 31 December
2 - Banks Secured 20 0.000 Yes 2015 is attached at
3 - Government unlimited 12.485 Yes )
4 - Registered Providers 10 0.000 Yes Appendix 2. A further
5 - Pooled Funds 15 2.553 Yes illustrative  analysis s
Total 19.306 provided of the balance

outstanding at Appendix 3,

where the first chart

Analysis of Outstanding Investments at
31 December 2015 by Category

analyses the outstanding

balance by the credit rating

| 1 - Banks Unsecured of the investment
H 2 - Banks Secured counterparty and the
® 3 - Government second shows the maturity

B 4 - Registered Providers structure of investments

5 - Pooled Funds by the credit rating of the

counterparty.

Management of Cash Balances

The aim of the Treasury Management Strategy is to invest surplus cash and minimise the level of un-
invested cash balances, whilst limiting risks to the Commissioner’s funds. Actual un-invested
balances for the months of October to December 2015 for the Commissioner’s main bank account

are summarised in the table below:

Number Average Largest

of Days Balance Balance

Days In Credit 1,174
Days Overdrawn 0 0 0

The largest un-invested balance occurred on the 3 December as a result of a large banking of seized
cash. We are advised by the bank that transactions being posted during the day are subject to
checking and can be removed, therefore, we do not invest these sums until the following day to limit
the risk of being overdrawn.
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4.3.

During the period October to December 2015 there were no instances where the main bank account

was overdrawn.

Within the Treasury Management Strategy a target is set to achieve a daily balance of +/- £2k on the
Commissioner’s main bank account. Whilst the daily treasury management process always calculates
the anticipated balance within these limits, daily transactions through the bank of which we are not
aware (e.g. banking of cash/cheque receipts) can alter the closing balance for the day. During the
months October to December 2015, the balance was within the £2k limit for 82 out of 92 days (89%).
This statistic is skewed by our policy to ensure that all cash and cheques are banked on a Friday, as a
minimum, more often if large sums are received. If cash is banked it clears our account on the same
day and we will be over our £2k limit for 3 days over the weekend not just the day it is banked. This

did not occur during this quarter.

An estimate of the interest forgone on un-invested balances over £2k during this three month period

is £4.

Investment Activity

The table below illustrates the number and value of investments made with banks (category 1
unsecured & 2 secured) and Government (category 3) of the approved investment counterparties

during the months of October to December 2015:

Number of Total Value

Investments of Investments

fm
October 2015 4 5.5
November 2015 1 1.0
December 2015 1 2.0

In addition to the above there are regular smaller investments made via money market funds

(category 5 pooled funds).

The Commissioner sets a limit for “non-specified” investments of over 364 days at the time of
investment. The maximum of all investments with outstanding maturities greater than 364 days is

set at a limit of £5m for 2015/16. The Commissioner currently has no investments that have an
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outstanding maturity of greater than 364 days. However, as at 31 December, there were two

investments which at the time of investing, were for a period of just over 364 days. These are set out

in the table below:

Borrower Value Investment Date End Period Remaining Actual Rate

£m Period (Days) Invested Date to maturity (days) (CA)
Lloyds Bank PLC 2.0 366 11/08/2015 11/08/2016 316 1.00%
Lancashire County Council 2.0 365 08/05/2015 06/05/2016 219 0.50%
Total 4.0

4.4, |Interest Earned

Interest earned for the period of the report and the average return on investment that it represents

is set out in the table below:

Average Average
Interest
Total Return on
Amount
Investment Investment
(£) (£) (%)
October 2015 11,197 26,580,591 0.50%
November 2015 10,467 25,104,230 0.51%
December 2015 10,253 23,090,361 0.52%
31,917 24,923,113 0.51%

Total interest earned during April to December 2015 amounted to £93.7k. A simple pro-rata of this
figure would suggest a full year effect of interest in the region of £125k. The current forecast is that
interest receipts for 2015/16 will be £117k. This figure is slightly lower than the budget for the year
which was set at £125k, the reduction reflects the lower rates currently being achieved on

investments as a result of their short duration, which is in line with current policy and advice.

A comparison of this figure against the budget is outlined in the table below:
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4.5.

5.1.

Amount
(£000's)

Original Estimate 2015/16 125
Forecast Position June 2015 125
Forecast Position September 2015 122
Forecast Position Decemner 2015 117
Increase/(Decrease) compared to estimate -8
Increase/(Decrease) as a percentatge -6%

Investment Performance

As a performance measure for the quality of investment decisions, the rate achieved on maturing
longer term investments of over three months in duration is compared with the average Bank of
England base rate over the life of the investment. The table below provides details of the individual

performance of investments (of over 3 month’s duration at time of investment) for the months

October to December 2015:

: Actual Average
Borrower Period
Rate Base Rate
(Months) (%) (%)
Barclays Bank PLC 2 3 0.41% 0.50%
Government Treasury Bill 2 3 0.47% 0.50%
Government Treasury Bill 0.5 3 0.45% 0.50%

The above table illustrates that for the three maturing investments that were for a duration of 3

months, the return was slightly below the bank base rate.

Compliance with Prudential Indicators

All treasury related Prudential Indicators for 2015/16, which were set in February 2015 as part of the
annual Statement of Treasury Management Strategy, have been complied with. Further details can

be found at Appendix 4.
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6. Implications

6.1. Financial — As detailed in the main body of report above.

6.2. Legal—None

6.3. Risk — The report advises the Commissioner/members about treasury activities. Given the large
unsecured sums invested with financial institutions treasury management can be a risky area.
Nevertheless, procedures are in place to minimise the risks involved, including limits on the sums to
be invested with any single institution and reference to credit ratings are set down in the PCC’s
treasury strategy and in particular the treasury management practices (TMP1 Treasury Risk
Management).

6.4. HR/Equality — None

6.5. L.T—-None

6.6. Procurement— None

7. Supplementary information

Attachments

Appendix 1 Recent history and projections of Bank Base Rates

Appendix 2 Schedule of Investments as at 31 December 2015

Appendix 3 Analysis of Investments as at 31 December 2015

Appendix 4 Prudential Indicator Compliance
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Appendix 1

Bank of England Base Rates (%s)
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Appendix 2

Schedule of Investments as at 31 December 2015

Investment
Matures

Credit Investment

Days to Amount Counterparty
Rating Date

Maturity Total

(£) (£)

Category/Institution

Category 1 - Banks Unsecured (Includes Banks & Building Societies)
Lloyds Bank PLC A+ 11/08/2015 11/08/2016 224 1.00% 2,000,000 2,000,000
Svenska (Deposit Account) AA- Various On Demand N/A 0.35% 911,732 911,732
NatWest (Liquidity Select Account) BBB+ 31/12/2015  04/01/2016 O/N 0.25% 357,000 357,000
Svenska (CD*) AA- 03/11/2015  03/02/2016 34 0.54% 1,000,000 1,000,000
4,268,732 4,268,732
Category 2 - Banks Secured (Includes Banks & Building Societies)
None 0
0 0
Category 3 - Government (Includes HM Treasury and Other Local Authorities)
West Dunbartonshire Council NR 24/07/2015 22/01/2016 22 0.40% 2,000,000 2,000,000
Lancashire County Council NR 08/05/2015  06/05/2016 127 0.50% 2,000,000 2,000,000
Stirling Council NR 14/12/2015  14/04/2016 105 0.500% 2,000,000 2,000,000
DMO - Treasury Bills NR 06/07/2015  04/01/2016 4 0.490% 4,987,813
DMO - Treasury Bills NR 19/10/2015 18/01/2016 18 0.450% 499,427
DMO - Treasury Bills NR 01/09/2015 29/02/2016 60 0.510% 997,477 6,484,718
12,484,718 12,484,718
Category 4 -Registered Providers (Includes Providers of Social Housing)
None 0
0 0
Category 5-Pooled Funds (Includes AAA rated Money Market Funds)
Aberdeen Asset Management AAA Various On demand O/N Various 0 0
AlM AAA Various On demand O/N Various 0 0
BlackRock AAA Various On demand O/N Various 0 0
Fidelity AAA Various On demand O/N Various 252,685 252,685
Goldman Sachs AAA Various On demand O/N Various 0 0
Standard Life (Formally Ignis) AAA Various On demand O/N Various 2,300,000 2,300,000
2,552,685 2,552,685
Total 19,306,135 19,306,135

Note — the credit ratings shown in the above table relate to the standing as at 31 December 2015, as

discussed in the main body of the report, the ratings are constantly subject to change.

The TMSS sets limits for maximum investment with counterparties. These limits vary depending on

the credit rating of the counterparty at the time the investment was placed. The TMSS also places a

limit on the total investments per category.
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CD* = Certificate of Deposit which are a negotiable form of fixed deposit and are ranked the same as
a fixed deposit. The primary difference is that we are not obliged to hold the CD to maturity and

cash can be realised by selling the CD on the secondary market.

Page 11 of 15



Agenda Item 08
NOT PROTECTIVELY MARKED
Item 08 - PCC 24-02-16 TM Activities 2015-16 Quarter 3 (October to December 2015 ) (agenda item
09)

Appendix 3

Analysis of Outstanding Investments as at 31 December 2015

Analysis of Outstanding Investments by Credit Rating of
Counterparty at 31 December 2015
(Minimum Criteria per TMSS A-)
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Note — the credit ratings shown in the above charts relate to the standing as at 31 December 2015,

as discussed in the main body of the report, the ratings are constantly subject to change.
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Appendix 4

Prudential Indicator Compliance

(a) Authorised Limit and Operational Boundary for External Debt

The Local Government Act 2003 requires the Commissioner to set an Affordable Borrowing
Limit, irrespective of their indebted status. This is a statutory limit which should not be
breached during the year. The Affordable Borrowing Limit is made up of two components;
the Authorised Limit and the Operational Boundary.

The Authorised Limit represents an upper limit for external borrowing that could be afforded
in the short term but may not be sustainable. The figure includes a risk assessment of
exceptional events taking into account the demands of revenue and capital cash flows. The
Commissioner’s Authorised Limit was set at £25.31m for 2015/16.

The Operational Boundary is based on the same estimates as the Authorised Limit but
reflects the most likely, prudent but not worst case scenario without the additional
headroom included within the Authorised Limit. The Operational Boundary for 2015/16 was
setat £23.81m.

The actual amount of external borrowing as at 31 December 2015 was £Nil which is well
within the above limits. No new external borrowings have been undertaken in the current

financial year.

(b) Upper Limits for Fixed Interest Rate Exposure and Variable Interest Rate Exposure

These indicators allow the Commissioner to manage the extent to which it is exposed to
changes in interest rates.
The upper limit for variable rate exposure allows for the use of variable rate debt to offset

exposure to changes in short-term rates on our portfolio of investments.

Limits for Actual Borrowing Compliance
2015/16 at 31 Dec'15 with limits

£m £m
Upper Limit for Fixed Rate Exposure 25.31 0.00 Yes
Upper Limit for Variable Rate Exposure 1.50 0.00 Yes
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(c) Maturity Structure of Fixed Rate Borrowing
= This indicator is to limit large concentrations of fixed rate debt needing to be replaced at

times of uncertainty over interest rates.

Actual Fixed Rate % Fixed Rate

Maturity Structure of Upper Lower . . . - ! Compliance with
Fixed Rate Borrowing Limit Limit Orrowing asa orrawing Set Limits?
31 Dec'15 as at 31 Dec '15
% % £m %

Under 12 months 100 0 0.00 0 Yes

12 months and within 24 months 100 0 0.00 0 Yes

24 months and within 5 years 100 0 0.00 0 Yes
5years and within 10 years 100 0 0.00 0 Yes

10 years and above 100 0 0.00 0 Yes

(d) Total principal sums invested for periods longer than 364 days
= This indicator allows the Commissioner to manage the risk inherent in investments longer
than 364 days.
= The limit for 2015/16 was set at £5m.
= As at 31 December 2015, the PCC had two investments totalling £4m which were for a
duration greater than 364 days at the time of investment. Neither of which now have
outstanding maturities greater than 364 days. Please see additional details within paragraph

4.3 above.
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TITLE: Approval of Treasury Management Strategy Statement 2016/17 and Prudential
Indicators 2016/17 to 2018/19

Executive Summary:

The Chartered Institute of Public Finance and Accountancy’s Code of Practice for Treasury
Management in Public Services (the CIPFA TM Code) and the Prudential Code require Local
Authorities (including PCCs) to determine the Treasury Management Strategy Statement (TMSS)
and Prudential Indicators on an annual basis.

These codes were originally issued in 2002 and were later fully revised in 2009 and 2011. The
TMSS also incorporates the Investment Strategy which is a requirement of the Communities and
Local Government (CLG) Investment Guidance. This report proposes a strategy for the financial
year 2016/17.

Treasury Management in Local Government continues to be a highly important activity. The Police
and Crime Commissioner (“The Commissioner”) adopts the CIPFA definition of Treasury
Management which is as follows:

‘the management of the organisation’s investments and cash flows, its 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.”

Recommendation:

The Commissioner is asked to:
» Approve the Strategy for Treasury Management as set out at paragraph 4 for 2016/17.
» Approve the Prudential Indicators for 2016/17 as described in paragraph 5 and as set out in detail
at Appendix B.
» Approve the Minimum Revenue Provision Policy Statement for 2016/17 as set out in paragraph 6.
» 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 Chief Finance Officer any non-material amendments arising from scrutiny of the

strategy by the Joint Audit and Standards Committee.
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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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Office of the Police and Crime Commissioner

Report

Title: Treasury Management Strategy Statement 2016/17 and Prudential
Indicators 2016/17 to 2018/19

Report of the Chief Finance Officer/Deputy Chief Executive.

Originating Officers:  Michelle Bellis, Deputy Chief Finance Officer;

1.1.

Lorraine Holme, Principal Financial Services Officer

Purpose of the Report

The Chartered Institute of Public Finance and Accountancy’s Code of Practice for Treasury
Management in Public Services (the CIPFA TM Code) and the Prudential Code require Local
Authorities (including PCCs) to determine the Treasury Management Strategy Statement (TMSS) and

Prudential Indicators on an annual basis.

These codes were originally issued in 2002 and were later fully revised in 2009 and 2011. The TMSS
also incorporates the Investment Strategy which is a requirement of the Communities and Local
Government (CLG) Investment Guidance. This report proposes a strategy for the financial year

2016/17.
Treasury Management in Local Government continues to be a highly important activity. The Police

and Crime Commissioner (“The Commissioner”) adopts the CIPFA definition of Treasury Management

which is as follows:
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2.1.

2.2.

3.1.

‘the management of the organisation’s investments and cash flows, its 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.’

Recommendations

The Commissioner is asked to:

Approve the Strategy for Treasury Management as set out at paragraph 4 for 2016/17.

Approve the Prudential Indicators for 2016/17 as described in paragraph 5 and as set out in detail
at Appendix B.

Approve the Minimum Revenue Provision Policy Statement for 2016/17 as set out in paragraph 6.

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 Chief Finance Officer any non-material amendments arising from scrutiny of the

strategy by the Joint Audit and Standards Committee.

The Joint Audit and Standards Committee are asked to review the Treasury Management Strategy
Statement and Treasury Management Practices to be satisfied that controls are satisfactory and

provide advice as appropriate to the Commissioner.

Background

The Commissioner is required to approve an annual Treasury Management Strategy Statement in
accordance with the CIPFA Code of Practice on Treasury Management, which also incorporates an
Investment Strategy as required by the Local Government Act 2003 and which is prepared in
accordance with the Communities and Local Government (CLG) Investment Guidance. Together,
these cover the financing and investment strategy for the forthcoming financial year. Subsequent to
the Local Government Act 2003, the system of Government control over borrowing to support
capital spending has been replaced with a self-regulatory system of borrowing controls, based on a
Prudential Code of Practice. Accordingly, this paper now brings together a schedule of Prudential

Indicators alongside the Treasury Management Strategy for the Commissioner to endorse.

Page 2 of 32



NOT PROTECTIVELY MARKED
Item 09 - PCC 24-02-16 JASC 09-03-16 Treasury Management Strategy Statement Prudential Indicators
(agenda item 10)

3.2.

4.

4.1.

4.1.1.

4.1.2.

The Treasury Management Strategy has been prepared in line with the model guidance produced by
Arlingclose Ltd, who provide specialist treasury management advice to the Commissioner. It should
however be noted that all treasury management decisions and activity are the responsibility of the

Commissioner and any such references to the use of these advisors should be viewed in this context.

Treasury Management Strategy 2016/17

General Principles

Treasury management activities involving, as they do, the investment of large sums of money and the
generation of potentially significant interest earnings have inherent risks. The Commissioner regards
the successful identification, monitoring and control of risk to be the prime criteria by which the
effectiveness of its treasury management activities will be measured. Accordingly, the analysis and
reporting of treasury management activities will focus on their risk implications for the organisation,
and any financial instruments entered into to manage these risks. The main risks to the

Commissioner’s treasury activities are outlined below:

e Credit and Counterparty Risk (Security of Investments)

e Liquidity Risk (Inadequate cash resources)

e Market or Interest Rate Risk (Fluctuations in interest rate levels)
e Re-financing risks (Impact of debt maturing in future years)

e Legal & Regulatory Risk.

e Fraud, error and corruption Risk

Details of the control measures the Commissioner has put in place to manage these risks are

contained within the separate Treasury Management Practices (TMPs).

4.1.3. The Commissioner acknowledges that effective treasury management will provide support towards

the achievement of its business and service objectives. It is therefore committed to the principles of
achieving value for money in treasury management and to employing suitable comprehensive
performance measurement techniques, within the context of effective risk management. However,
the high profile near failure of major banks in 2008 highlighted that this objective must be sought
within a context of effective management of counter-party risk. Accordingly, the Commissioner will
continue to search for optimum returns on investments, but at all times the security of the sums

invested will be paramount. This is a cornerstone of the CIPFA Code of Treasury Management
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4.2.

4.2.1.

4.3.

4.3.1.

4.3.2.

Practice which emphasises “Security, Liquidity, Yield in order of importance at all times”. The
security of the sums invested is managed by tight controls over the schedules of approved counter-
parties, which are continually reviewed to take account of changing circumstances, and by the setting

of limits on individual and categories of investments as set out at Appendix A.

The strategy also takes into account the impact of treasury management activities on the
Commissioner’s revenue budget. Forecasts of cash balances, interest receipts and financing costs are
regularly re-modelled. The revenue budget for 2016/17 and forecasts for future years have been

updated in light of the latest available information as part of the financial planning process.

External Guidance

The guidance under which this strategy is put forward comes from a variety of different places.
Principally, however, the requirement to produce an annual Treasury Management Strategy is set
out in the latest CIPFA Code of Practice on Treasury Management published in 2011. There is, in
addition, a further requirement arising from the Local Government Act 2003 (Section 15) to produce
an investment strategy as part of the wider Treasury Strategy. This is set out below at paragraph 4.6.
Finally, the Commissioner’s treasury advisor’s Arlingclose Ltd have provided some advice about
possible future trends in interest rates and advice on best practice in relation to the format of the

TMSS.

Resources and the Current Treasury Position

Treasury Management activity is driven by the complex interaction of expenditure and income flows,
but the core drivers within the Commissioner’s balance sheet are the underlying need to borrow to
finance its capital programme, as measured by the capital financing requirement (CFR), which is
explored in detail in section 4.5 of this report, and the level of reserves and balances. In addition,
day to day fluctuations in cash-flows due to the timing of grant and council tax receipts and out-going
payments to employees and suppliers have an impact on treasury activities and accordingly are
modelled in detail. The Commissioner’s level of debt and investments is linked to the above
elements, but market conditions, interest rate expectations and credit risk considerations all

influence the Commissioner’s strategy in determining exact borrowing and lending activity.

The estimated treasury position at 31* March 2016 and for the following financial years are

summarised below:

Page 4 of 32



NOT PROTECTIVELY MARKED
Item 09 - PCC 24-02-16 JASC 09-03-16 Treasury Management Strategy Statement Prudential Indicators
(agenda item 10)

Estimated Treasury Position Estimate Estimate Estimate Estimate
2016/17 2017/18 2018/19 2019/20
£m £m £m £m
f:atftrgf;::r"ow' ng - PWLB —at 0.000 0.000 0.000 0.000
Interest Payments 0.000 0.000 0.000 0.000
Investments (average) 13.504 11.106 9.895 8.667
Interest Receipts 0.100 0.135 0.170 0.170

4.3.3. The figures in the table above are based on the approval of the proposed revenue budget and capital
programme presented to the Commissioner elsewhere on this agenda and are based on the interest

rate assumptions as outlined in paragraph 4.4.4 below.

4.3.4. The estimate for interest payments in 2016/17 is Nil. This is based on the assumption that the
Commissioner will not actually undertake any new borrowing to fund capital expenditure for the
period of this forecast. This is not to say that there is no underlying need to borrow. The
Commissioner’s underlying need to borrow, as measured by the Capital Financing Requirement
(CFR), is estimated to be £18.7m at the start of the 2016/17 financial year. This includes £5.1m which
is the capital value of the PFI contract as required by changes to proper accounting practices
introduced in The Code of Practice on Local Authority Accounting 2009. The capital strategy paper
elsewhere on this agenda illustrates that the Commissioner will not need to borrow to deliver the
agreed capital programme. However, under current market conditions, where short term interest
receipts are forecast to remain low in the immediate future, and there are continuing general
uncertainties over the credit worthiness of financial institutions, it is assumed that the most prudent
borrowing strategy for the present is to meet the capital funding requirement from within internal
resources, by reducing cash balances available for investment. At some time in the future it will be
necessary to undertake external borrowing. Advice will be sought from Arlingclose as to the most

opportune time and interest rate to undertake such borrowing.

4.3.5. The estimate for interest receipts in 2016/17 is £100k (latest forecast for 2015/16 is £117k), which is
comparable to recent years. The low level of receipts reflects the historically low level of investment
returns currently available where the Bank of England base rate stands at 0.5% and is expected to

remain at this level for the first two quarters of 2016/17.
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4.3.6.

4.4.

4.4.1.

4.4.2.

The forecast interest receipts beyond 2016/17 reflects Arlingclose’s view that interest rates will start
to rise in September 2016 with a gradual pace of increases thereafter, with the average for 2016/17

being around 0.75%. (see table at 4.4.4 below).

Interest Rate Prospects

In recent months the market consensus of when the first interest rate rise will occur has shifted
dramatically. At the start of 2015 the consensus had been for the first rate rise to occur in the
second half 2015 but weak economic data and falling prices (negative inflation) pushed this back.
The markets began pricing the first rise to occur in the first half of 2016. However, new concerns
over the slowing global economy, caused by China, now mean that the market currently predicts the
first rise to be even further into 2016. The Commissioners’ treasury advisor Arlingclose projects the
first 0.25% increase in UK Bank Rate in the third quarter of 2016, rising by 0.5% a year thereafter,

finally settling between 2% and 3% in several years’ time.

A number of economic indicators are important in judging when interest rates might rise, including:
Inflation —the rate has tumbled over the last year with the biggest reason being the fall in the price
of oil alongside heavy discounting in shops. This is showing no signs of change for the foreseeable

future and is fuelling speculation that interest rates will remain lower for longer.

UK economic growth — the UK economy had grown strongly in the second quarter of 2015 but then
slowed during the third quarter of 2015. The slowdown was due to a big fall in construction
output. Economic growth is now back at its pre-crisis level and a growing economy increases the
prospect of an interest rate rise. However, in August 2015 concerns that China’s economic growth
rate slowed caused panic. Stock markets fell and economists rushed to factor in the impact of the
world’s second largest economy slowing on developed world economies. Growth rate forecasts
everywhere were downgraded. This knock on effect on the UK will be slower growth and this in

turn implies a delay in interest rises until growth stabilises.

Unemployment — The number of people out of work fell again in the three months to November
2015 to the lowest rate in nearly a decade. This is well below the bank of England’s old ‘forward
guidance’ threshold. Wage growth continues to exceed inflation but the rate of increase has

slowed. A lack of wage growth is a sign of slack in the economy which would make an early rise less
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4.4.3.

likely. But if wage growth improves then calls for an interest rate rise will increase. The
development of wage growth is one of the factors being closely monitored by the MPC.
In summary persistently low inflation, subdued global growth and potential concerns over the UK’s
position in Europe mean that the risks to this forecast are weighted towards the downside (i.e. lower

rates for longer).

4.4.4. The main forward projections of interest rates provided by Arlingclose are shown in the table below.

4.5.

4.5.1.

It should be noted that these forecasts are based on information as at December 2015. The

quarterly treasury activities reports will contain updated information in respect of interest rate

forecasts.
Arlingclose Base Rate Estimates 2016 2017 2018
Quarter1 0.50% 1.00% 1.50%
Quarter 2 0.75% 1.25% 1.75%
Quarter 3 0.75% 1.25% 1.75%
Quarter4 1.00% 1.50% 2.00%

Borrowing Requirement and Strategy

Long Term Borrowing

The Commissioner’s underlying need to borrow for capital purposes is measured by reference to the
Capital Financing Requirement (CFR), which is one of the Prudential Indicators and represents the
cumulative capital expenditure of the Commissioner that has not been financed from other sources
such as capital receipts, capital grants, revenue contributions or reserves. To ensure that this
expenditure will ultimately be financed, authorities are required to make a provision from their
revenue accounts each year for the repayment of debt. This sum known as the Minimum Revenue
Provision (MRP) is intended to cover the principal repayments of any loan over the expected life of a
capital asset. The CFR together with Usable Reserves, are the core drivers of the Commissioner’s

Treasury Management activities.

Actual borrowing may be greater or less than the CFR, but in order to comply with the Prudential
Code, the Commissioner must ensure that in the medium term, net debt will only be for capital
purposes. Therefore the Commissioner must ensure that except in the short term, net debt does not

exceed the CFR in the preceding year plus the estimates of any additional CFR for the current and
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next two financial years. In accordance with this requirement the Commissioner does not currently

intend to borrow in advance of spending needs.

The table below shows the Commissioner’s projected capital financing requirement for 2016/17 and

beyond.

Capital Financing Requirement Estimate Estimate Estimate Estimate

2016/17 2017/18 2018/19 2019/20
fm fm fm fm

Balance B/fwd 18.714 18.400 17.977 17.546

Plus Capital Expenditure financed

from borrowing 0.100 0.000 0.000 0.000

Less MRP for Debt Redemption -0.414 -0.423 -0.431 -0.443

Balance C/Fwd 18.400 17.977 17.546 17.103

The above table shows only capital expenditure that is not financed from sources other than
borrowing. The full capital programme and associated financing is reported in summary within the

Prudential Indicators and in detail elsewhere on the agenda.

The Commissioner is not expected to have any external borrowing at the start of 2016/17. Given
that the CFR is forecast to be £18.7m this effectively means that the Commissioner will be funding

over £13.6m of capital spend from internal resources (CFR £18.7m less £5.1m in relation to PFl).

Currently, there is a significant differential between investment rates at 0.5% and the rate at which
long term finance can be procured, which despite standing at historically low levels, will still cost over
2.5% pa. Consequently, at this juncture, undertaking long term borrowing is likely to have a
prohibitively high short term cost to the revenue account. However, such funding decisions may
commit the Commissioner to costs for many years into the future and it is therefore critical that a
long term view is taken regarding the timing of such deals. It should also be recognised that by
funding internally, there is an exposure to interest rate risk at the point that actual borrowing is
undertaken. Accordingly, the Commissioner, in conjunction with its treasury advisor Arlingclose Ltd,
will continue to monitor market conditions and interest rate prospects on an on-going basis, in the
context of the Commissioner’s capital expenditure plans, with a view to minimising borrowing costs

over the medium to long term.
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4.5.2. Short Term Borrowing

4.6.

Short term loans will only be used in exceptional cases to manage day to day movements in cash
balances, or over a short term period to enable aggregation of existing deposits into longer and more

sustainable investment sums.

Investment Strategy

4.6.1. The Local Government Act 2003, Section 15(1)(a) requires the Commissioner to approve an

investment strategy. Supplementary guidance produced by the Department for Communities and

Local Government (CLG) requires, as a minimum, that the following areas are addressed: -

General policy

The guiding principle is that Authorities should invest prudently the

temporary funds held on behalf of local communities. This has always been
The updated investment

guidance emphasises
CIPFA guidance which has been re-iterated in the latest revision of the “Security, Liquidity,
Yield in order of
importance at all
of risk should be a primary objective of the Treasury Management strategy times”.

the cornerstone of our investment strategy. It is also consistent with the

Treasury Management code, which sets out that the effective containment

and that achieving optimum performance is a proper but secondary

objective.

In the past the investment strategy has operated criteria based on credit ratings to determine the
size and duration of investments it is willing to place with particular counterparties. The credit
worthiness of counterparties is reviewed on an ongoing basis in conjunction with the Commissioner’s

treasury advisors (Arlingclose Ltd).

The Commissioner holds significant invested funds, representing income received in advance of
expenditure plus balances and reserves held. During 2015/16, the Commissioner’s investment
balance has ranged between £13.2m and £34.2m. The larger sum is due to the receipt in July 2015 of
£15.6m pension top up grant from the Home Office which is drawn down steadily over the remainder
of the year. Balances in 2016/17 are forecast to be similar to those of 2015/16. It is anticipated that
some grant funding may be received in advance of the capital spend and at the peak, when the

pensions grant is received in July, balances for investment could approach £40m.
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4.6.2.

Credit Rating - Investment decisions are made by reference to the lowest published long-term credit
rating from Fitch, Moody’s or Standard & Poor’s. Where available, the credit rating relevant to the
specific investment or class of investment is used, otherwise the counterparty credit rating is used.
In addition to credit ratings, the Commissioner and its advisors, Arlingclose Ltd, select countries and

financial institutions after analysis and ongoing monitoring of:

Economic fundamentals (e.g., net debt as a % of GDP)

Sovereign support mechanisms

Share prices

Corporate developments, news, articles, market sentiment and momentum

Subjective overlay — or, put more simply, common sense.

The investment strategy for 2015/16 was opened up slightly to include some additional classes of
investment to allow more flexibility and diversification. The strategy for 2016/17 remains the same.
The decision to enter into a new class of investment is delegated to the Commissioner’s Chief
Finance Officer. A full explanation of each class of asset is provided in Appendix A together with a

schedule of the limits that will be applied.

Specified and non-specified investments

The DCLG guidance categorises investments as ‘specified” and ‘non-specified’.

Specified investments are sterling denominated instruments with a maximum maturity of
364 days. They also meet the “high credit quality” criteria as determined by the
Commissioner and are not deemed capital expenditure investments under statute.

High credit quality specified investments are defined by the Commissioner as those that meet its

counterparty selection criteria as outlined in Appendix A.

Non specified investments are, effectively, everything else and, so far as an investment strategy is
concerned, need to be set out in more detail, with appropriate limits set so as to minimise any
exposure to risk. The strategy should also set out the basis upon which any non-specified
investments are made, including how financial advice is sought.
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So far as the Commissioner is concerned, investment strategies have always been limited to
counterparties with high credit ratings. The current policy permits ‘Non- Specified’ investments

(principally to facilitate lending for periods beyond 364 days) subject to:

e a maximum of three years duration.
e Counterparties with a minimum credit rating of A- (or equivalent).

e an overall limit of £5m.

There is currently one investment that at the time of transacting were for a period of greater than
364 days and as such would have been classified as ‘Non-Specified’ investments. At this point in
time, the investment does not have a maturity greater than 364 days. There are no changes
proposed to the criteria for making “Non-specified investments” as set out above. The option
remains to make such investments with very highly rated counterparties up to the limit of £5m
should suitable opportunities arise. All such investments would require prior approval by the

Commissioner’s Chief Finance Officer.

The Treasury Management Strategy is designed to be a dynamic framework which is responsive to
prevailing conditions with the aim of safeguarding the Commissioner’s resources. Accordingly, the
Commissioner and its advisors Arlingclose Ltd will continuously monitor corporate developments and
market sentiment with regards to counterparties and will amend the approved counterparty list and
lending criteria where necessary. Whilst credit ratings are central to the counterparty risk evaluation
process, other factors such as the prevailing economic climate are taken into consideration when
determining investment strategy. It is proposed to continue the policy, adopted last year that the
Commissioner’s Chief Finance Officer, subject to consultation with the Commissioner, be granted
delegated authority to amend or extend the list of approved counterparties should market
conditions allow. The Joint Audit and Standards Committee will be updated on any changes to policy.
The performance of the Commissioner’s treasury advisors and quality of advice provided is evaluated
prior to the annual renewal of the contract. Meetings with the advisors to discuss treasury

management issues are held on a regular basis.

4.6.3. The use of Financial Instruments for the Management of Risks
Currently, Local Authorities (including PCC’s) legal power to use derivative instruments remains
unclear. The General Power of Competence enshrined in the Localism Act is not sufficiently explicit.

The Commissioner has no plans to use derivatives during 2016/17. Should this position change, the
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4.6.4.

4.7.

4.7.1.

4.8.

4.8.1.

Commissioner may seek to develop a detailed and robust risk management framework governing the

use of derivatives, but this change in strategy will require explicit approval.

Liquidity of investments

The investment strategy must lay down:

e The principles which are to be used in determining the amount of funds which can prudently be

committed for more than one year i.e. what DCLG defines as a long term investment.

For the Commissioner, the total of investments over 364 days in duration are limited to £5m with a
maximum duration of three years. This policy balances the desire to maximise investment returns,

with the need to maintain the liquidity of funds.

Under current market conditions there is still little opportunity to generate significant additional
investment income by investing in longer time periods over 364 days. However, as always,
investment plans should be flexible enough to respond to changing market conditions during the
year. The estimate of investment income for 2016/17 amounts to £100k (£117k 2015/16) and actual
investment performance will be reported regularly to the Commissioner and will be provided to
members of the Joint Audit and Standards Committee as background information to provide

guidance and support when undertaking scrutiny of Treasury Management procedures.

Treasury Management and Risk

The Commissioner’s approach to risk is to seek optimum returns on invested sums, taking into
account at all times the paramount security of the investment. The CIPFA Code of Practice and
Treasury Management Practices (as set out below in para. 4.8) sets out in some detail defined

treasury risks and how those risks are managed on a day to day basis.

Treasury Management Practices

The CIPFA Code of Practice on Treasury Management recommends the adoption of detailed Treasury

Management Practices (TMPs). CIPFA recommends that TMPs should cover the following areas:

e Risk Management

e Best Value and Performance Management
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5.1.

e Decision Making and Analysis

e Approved Instruments

e Organisation, Segregation of duties and dealing arrangements
e Reporting and Management Information requirements

e Budgeting, Accounting and Audit

e (Cash and cashflow management

e Avoidance of money laundering

e Training

e Use of external service providers

e Corporate Governance

Treasury Management is a specialised and potentially risky activity which is currently managed on a
day to day basis by the Financial Services Team under authorisation from the Commissioner’s Chief
Finance Officer as part of a shared service arrangement for the provision of financial services. The
training needs of treasury management staff to ensure that they have appropriate skills and
expertise to effectively undertake treasury management responsibilities is addressed on an ongoing

basis.

Specific guidance on the content of TMPs is contained within CIPFA’s revised code of Practice for
Treasury Management. Accordingly, the TMPs have been reviewed in detail and where necessary

minor amendments have been made to bring the TMPs into line with The Code.

Prudential Indicators 2016/17

Background

5.1.1. The Local Government Act 2003 provides the framework for capital finance, based on statutory

compliance with a ‘Prudential Code’, most recently updated in 2011. Local Authorities including
PCC’s are now free to borrow, so long as the ensuing costs falling on the revenue account are
deemed to be Affordable, Prudent and Sustainable. In this context, affordable is deemed to mean in

relation to the Commissioner’s overall spending plans.
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5.2
5.2.1.

5.3.
5.3.1.

5.4.
5.4.1.

Objectives of the Prudential Code

The key objectives of The Code are to ensure, within a clear framework, that Capital investment plans
are affordable, prudent and sustainable (or to highlight, in exceptional cases, that there is a danger
this will not be achieved so that the Commissioner can take remedial action). To demonstrate that
Authorities have fulfilled these objectives, the Prudential Code sets out the Indicators that must be
used. The indicators required by The Code are designed purely to support local decision making and
are specifically not designed to represent comparative performance indicators. Use of them in this
way would be misleading and counterproductive, not least as Authorities have very different levels of

debt, capital plans etc.

Separate groups of indicators are required in the following three specified areas:

o Affordability
e Prudence

e Capital Expenditure / External Debt / Treasury Management

The overriding objective in the consideration of the affordability of the Commissioner’s capital plans
is to ensure that the planned capital investment of the Commissioner remains within sustainable
limits, and, in particular, to consider the impact on the overall cost to the Commissioner as expressed

by the effect on the Council Tax.

Prudential Indicators 2016/17
The Prudential Indicators required by The Code of Practice are attached at Appendix B, together with
a brief explanation of the purpose of each indicator and the assumptions which have been used in

preparing the indicators.

Setting, Revising, Monitoring and Reporting

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 Commissioner’s Chief Financial 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 approves the budget, i.e. The Commissioner.
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6.

6.1.

6.2.

6.3.

6.4.

Annual MRP Statement for 2016/17

The Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2008 (Sl
2008/414) place a duty on authorities to make a prudent provision for debt redemption, this is
known as the Minimum Revenue Provision (MRP). Guidance on Minimum Revenue Provision has
been issued by the Secretary of State and local authorities are required to “have regard” to such
guidance under section 21(1A) of the Local Government Act 2003. This sum known as the MRP is

intended to cover the principal repayments of any loan over the expected life of a capital asset.

The DCLG Guidance recommends that before the start of the financial year, a statement of MRP
policy for the forthcoming financial year is approved by The Commissioner. This is now by

agreement encompassed within the TMSS.

The broad aim of the policy is to ensure that MRP is charged over a period that is reasonably
commensurate with the period over which the capital expenditure, which gave rise to the debt,

provides benefits.

The four options available for calculating MRP are set out below:

e Option 1 — Regulatory Method based on 4% of the CFR after technical adjustments.

e Option 2 — CFR Method, based on 4% of the CFR with no technical adjustments.

e Option 3 — Asset Life Method, spread over the life of the asset being financed.

e Option 4 — Depreciation Method, based on the period over which the asset being financed is

depreciated.

It is proposed that The Commissioner’s MRP policy for 2016/17 is unchanged from that of 2015/16
and that The Commissioner utilises option 1 for all borrowing incurred prior to the 1st April 2008 and
option 3 for all borrowing undertaken from 2008/09 onwards, irrespective of whether this is against
supported or unsupported expenditure. This policy establishes a link between the period over which
the MRP is charged and the life of the asset for which borrowing has been undertaken. It is proposed

that a fixed instalment method is used to align to the Commissioner’s straight line depreciation

policy.
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6.5. MRP in respect of PFl and leases brought on to the balance sheet under the 2009 SORP and IFRS will
match the annual principal repayment for the associated deferred liability. This will not result in an
additional charge to the Commissioner’s revenue budget as this is part of the capital repayment

element of the PFl unitary charge.

7. Balanced Budget Requirement

7.1. The Commissioner complies with the provisions of section 32 of the Local Government Finance Act

1992 to set a balanced budget.

8. Reporting on Treasury Activities

8.1. In accordance with The Code of Practice for Treasury Management, the Commissioner will approve
the Annual TMSS, receive, a quarterly summary of treasury activity, a mid-year update on the

strategy and an annual report after the close of the financial year.

8.2. The lJoint Audit and Standards Committee will be responsible for the scrutiny of treasury
management policy and processes. The Joint and Standards Committee terms of reference in

relation to treasury management are:

e Review the Treasury Management policy and procedures to be satisfied that controls are
satisfactory.

e Receive regular reports on activities, issues and trends to support the Committee’s
understanding of Treasury Management activities; the Committee is not responsible for the
regular monitoring of activity.

e Review the treasury risk profile and adequacy of treasury risk management processes.

e Review assurances on Treasury Management (for example, an internal audit report, external or

other reports).

8.3. The DCLG Guidance on investments states that publication of strategies is now formally
recommended, the full suite of strategy documents will be published on the Commissioner’s website

once approved.
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Appendix A

Counterparty Selection Criteria and Approved Counterparties

1.1.

2.1.

2.2.

Background

The lending criteria set out below are designed to ensure that, in accordance with The Code of
Practice, the security of the funds invested is more important than maximising the return on
investments. Following consultation with the Commissioner’s treasury advisors Arlingclose Ltd
there are no amendments to the criteria used in determining approved investment counterparties

for 2016/17 compared to those in operation for 2015/16.

Counterparty Selection Criteria

The agreed changes to the selection criteria for investment counterparties for 2015/16 included
changes to the investment categories, a reduction in the maximum amount and duration lengths
for investments. This was to encourage diversification and to increase the security of those funds
invested. The investment limits and duration are linked to the credit rating and type of

counterparty at the time the investment is made.

The credit worthiness of counterparties is monitored on an ongoing basis in conjunction with the
Commissioner’s treasury management advisors Arlingclose Ltd who provide timely updates and
advice on the standing of counterparties. Whilst credit ratings are central to the counterparty risk
evaluation process, other factors such as the prevailing economic climate are taken into
consideration when determining investment strategy. In the event that this ongoing monitoring
results in a significant change to counterparty selection during the year, the Commissioner and

the Joint Audit and Standards Committee will be advised through the quarterly activities report.
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2.3.

2.4,

3.1

4.1.

5.1.

The approved investment counterparties for the 2016/17 investment strategy are summaried as

follows:

Category Description Comments

Category 1 |Banks Unsecured Includes building societies
Category 2 |Banks Secured Includes building societies
Category 3 |Government Includes other Local Authorities

Category 4 |Registered Providers |Includes providers of social housing e.g. Housing Associations

Category 5 |Pooled Funds Includes Money Market Funds and property funds

A more detailed explanation of each of these counter party groupings in provided in Schedule B

(page 20).

Counterparty Groupings

The criteria for approving investment counterparties have been devised, grouped and graded as

detailed in Schedule A (page 19).

Description of Credit Ratings

As outlined in paragraph 2.2 above the credit worthiness of counterparties is monitored on an
ongoing basis in conjunction with the Commissioner’s treasury management advisors Arlingclose

Ltd. A description of each of the credit rating is provided at Schedule C (page 21-23).

Counterparty Limits

The limitations on the amounts to be invested in the various categories of counterparty are set
out in Schedule A (pagel19). The limits are based on a percentage of the potential maximum sums

available for investment during the year which have been forecast as up to £40m.
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Schedule A — Counterparty Groupings and Associated Limits

Investment Limits

Credit Rating Maximum 1 2 3 4 )
Banks Banks Government Registered Pooled
Unsecured Secured Providers Funds
Amount £20m £20m Unlimited £10m £15m
Category Limit 2016/17 _
Duration
Individual Institution/Group Limits
Amount N/A N/A f unlimited N/A N/A
UK Government
Duration 50Years
Amount £2m f4m f4m £2m
AAA
Duration 5years 20 years 50vyears 20years
Amount £2m f4m f4m £2m
AA+
Duration 5vyears 10vyears 25 years 10vyears
AA Amount £2m f4m f4m £2m
Duration 4years Svyears 15years 10vyears £4m per
AA Amount £2m f4dm f4m f2m fund
Duration 3years 4years 10years 10vyears
A Amount £2m f4m £2m £2m
+
Duration 2vyears 3years 5vyears 5vyears
A Amount £2m f4m £2m £2m
Duration 13 months 2 years 5Years Syears
A Amount £2m f4m £2m £2m
Duration 6 months 13 months | 5years 5years
Amount N/A N/A f2m f2m
None .
Duration 25 years Svyears

Note, individual, group and category limits for 2016/17 are based on the potential maximum available for
investment during the year which has been estimated at up to £40m.

The maximum of all investments with outstanding maturities greater than 364 days will be £5m.

The only approved exception to the above limits is in relation to NatWest Bank (currently rated BBB+), the
Commissioner’s day to day banking service provider. Advice will be sought from Arlingclose with regards to

acceptable levels of cash balances held in “on demand” accounts for cash flow purposes.
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Schedule B — Explanation of Counterparty Groupings

Class of Investment

Category 1 - Banks Unsecured: Accounts, deposits, certificates of deposit and senior unsecured bonds with banks and

building societies, other than multilateral development banks. These investments are subject to the risk of credit loss
via a bail-in should the regulator determine that the bank is failing or likely to fail. Unsecured investment with banks

rated BBB are restricted to overnight deposits at the Commissioner’s current account bank Nat West plc.

Category 2 - Banks Secured: Covered bonds, reverse repurchase agreements and other secured arrangements with
banks and building societies. These investments are secured on the bank’s assets, which limits the potential losses in
the unlikely event of insolvency, and means that they are exempt from bail-in. Where there is no investment specific
credit rating, but the collateral upon which the investment is secured has a credit rating, the highest of the collateral
credit rating and the counterparty credit rating will be used to determine cash and time limits. The combined secured

and unsecured investments in any one bank will not exceed the cash limit for secured investments.

Category 3 - Government: Loans, bonds and bills issued or guaranteed by national governments, regional and local
authorities and multilateral development banks. These investments are not subject to bail-in, and there is an
insignificant risk of insolvency. Investments with the UK Central Government may be made in unlimited amounts for

up to 50 years.

Category 4 - Registered Providers: Loans and bonds issued by, guaranteed by or secured on the assets of Registered
Providers of Social Housing, formerly known as Housing Associations. These bodies are tightly regulated by the Homes
and Communities Agency and, as providers of public services, they retain a high likelihood of receiving government

support if needed.

Category 5 - Pooled Funds: Shares in diversified investment vehicles consisting of the any of the above investment
types, plus equity shares and property. These funds have the advantage of providing wide diversification of
investment risks, coupled with the services of a professional fund manager in return for a fee. Money Market Funds
that offer same-day liquidity and aim for a constant net asset value (NAV) will be used as an alternative to instant
access bank accounts, while pooled funds whose value changes with market prices and/or have a notice period will be

used for longer investment periods.

Bond, equity and property funds offer enhanced returns over the longer term, but are more volatile in the short term.
These allow the Commissioner to diversify into asset classes other than cash without the need to own and manage the
underlying investments. Because these funds have no defined maturity date, but are available for withdrawal after a
notice period, their performance and continued suitability in meeting the Commissioner’s investment objectives will

be monitored regularly.
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Schedule C — Description of Credit Ratings — Long Term Rating

Rating

Agency

Standard & Poor’s

Long Term
Rating

This category of ratings applies to
investments over 12 months. The grading
is in the range AAA, AA, A, etc, down to
DDD.

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

e AA Very high credit quality
‘AA’ ratings denote a very low
expectation of credit risk. They indicate
very strong capacity for payment of
financial commitments. This capacity is
not significantly vulnerable to
foreseeable events.

e A High credit quality
‘A’ ratings denote a low expectation of
credit risk. The capacity for timely
payment of financial commitments is
considered strong. This capacity may,
nevertheless, be more vulnerable to
changes in circumstances or in
economic conditions than is the case
for higher ratings.

The Commissioner will confine
investments to those institutions with a
minimum rating of A-.

This category of ratings
applies to investments over
12 months. The grading is in
the range Aaa, Aa, A, etc,
down to C.

Moody's appends numerical
modifiers 1, 2, and 3 to each
generic rating classification
from Aa to Caa.

The modifier 1 indicates that
the obligation ranks in the
higher end of its generic
rating category; the modifier
2 indicates a mid-range
ranking; and the modifier 3
indicates a ranking in the
lower end of that generic
rating category.

e Aaa Obligations rated Aaa
are judged to be of the
highest quality, with
minimal credit risk.

e Aa Obligations rated
Aa are judged to be of high
quality and are subject to
very low credit risk.

e A Obligations rated A are
considered upper-medium
grade and are subject to
low credit risk.

The Commissioner will
confine investments to those
institutions with a minimum
rating of Al.

This category of ratings applies
to investments over 12 months.
The grading is in the range AAA,
AA, A, etc, down to D.

The ratings from 'AA' to 'CCC'
may be modified by the addition
of a plus (+) or minus (-) sign to
show relative standing within the
major rating categories.

e AAA: An obligation rated 'AAA'
has the highest rating
assigned by Standard &
Poor's. The obligor's capacity
to meet its financial
commitment on the obligation
is extremely strong.

e AA: An obligation rated 'AA’
differs from the highest-rated
obligations only to a small
degree. The obligor's capacity
to meet its financial
commitment on the obligation
is very strong.

e A:An obligation rated 'A' is
somewhat more susceptible
to the adverse effects of
changes in circumstances and
economic conditions than
obligations in higher-rated
categories. However, the
obligor's capacity to meet its
financial commitment on the
obligation is still strong.

The Commissioner will confine
investments to those
institutions with a minimum
rating of A-.
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Schedule C — Description of Credit Ratings — Short Term Rating

Short
Term
Rating

Fitch

This category of ratings generally
applies to investments of up to 12
months. The grading is in the range
F1, F2, F3,B,C,D.

e F1 Highest credit quality
Indicates the strongest capacity
for timely payment of financial
commitments; may have an
added “+” to denote an
exceptionally strong credit
feature.

The Commissioner will confine
investments to those institutions
with a minimum rating of F1.

This category of ratings
generally applies to
investments of up to 12
months. The grading is in
the range P1, P2, P3, NP
(not prime).

e Pl Issuers (or
supporting institutions)
rated Prime-1 have a
superior ability to repay
short-term debt
obligations.

The Commissioner will
confine investments to
those institutions with a
minimum rating of P1.

Standard & Poor’s

This category of ratings
generally applies to
investments of up to 12
months. The grading is in
the range A1,A2, A3, B1, B2,
B3, C,D.

e Al Ashort-term
obligation rated 'A-1"is
rated in the highest
category by Standard &
Poor's. The obligor's
capacity to meet its
financial commitment on
the obligation is strong.
Within this category,
certain obligations are
designated with a plus
sign (+). This indicates
that the obligor's capacity
to meet its financial
commitment on these
obligations is extremely
strong.

The Commissioner will
confine investments to
those institutions with a
minimum rating of Al.
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Schedule C — Description of Credit Ratings — Support Rating

Rating Fitch Moody’s Standard & Poor’s
Agency |

- ! |

Support This category of assessment does Not applicable Not applicable
Rating not rate the quality of the banking
(Fitch) institution, but represents the

analyst’s view of whether the bank
would receive State or other
support should this be necessary.
The gradings are in the range 1 -5,
although as set out above, the
strategy is to restrict such
investments to grades 1 - 3:

e 1) A bank for which there is an
extremely high probability of
external support. The potential
provider of support is very highly
rated in its own right and has a
very high propensity to support
the bank in question.

e 2) A bank for which, in the
Analyst’s opinion, there is a high
probability of external support.
The potential provider of support
is highly rated in its own right and
has a high propensity to support
the bank in question.

e 3) A bank for which, in the
Analyst’s opinion, there is a
moderate probability of external
support, because of uncertainties
about the ability or propensity of
the potential provider of support
to do so.
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Appendix B
Prudential Indicators 2016/17 to 2018/19

Introduction

The Prudential Code for Capital Finance in Local Authorities (Prudential Code) has been developed by the
Chartered Institute of Public Finance and Accountancy to provide a code of practice to underpin the system
of capital finance embodied in Part 1 of the Local Government Act 2003, the Prudential Code was revised in
November 2011. Local Authorities (which includes Police and Crime Commissioner’s) are free to determine
their own level of capital investment controlled by self-regulation. The exercise of these new freedoms is
subject to compliance with the requirements of the CIPFA Prudential Code, which is made a statutory
requirement under the provisions of the Local Government Act 2003. The key objectives of the Prudential

Code are to ensure that capital investment plans are affordable, prudent and sustainable.
The Prudential Code supports a system of self-regulation that is achieved by the setting and monitoring of a

suite of Prudential Indicators that directly relate to each other. The indicators establish parameters within

which the Commissioner should operate to ensure that the objectives of the Prudential Code are met.

Prudential Indicators

The Prudential Indicators for which the Commissioner is required to set limits are as follows:

1. Net Borrowing and the Capital Financing Requirement

This is a key indicator of Prudence. This Prudential Indicator provides an overarching requirement that all

the indicators operate within and is described in the Prudential Code as follows:

‘In order to ensure that over the medium term net borrowing will only be for a capital purpose, the
authority should ensure that net external borrowing does not, except in the short term, exceed the
total of capital financing requirement in the preceding year plus the estimates of any additional

capital financing requirement for the current and next two financial years’.
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The Commissioner’s Chief Financial Officer reports that the Commissioner had no difficulty meeting this
requirement for 2014/15, nor are any difficulties envisaged for the current or future years. This view takes
into account all plans and commitments included in the 2016/17 budget. The table below provides a

comparison of net borrowing and the Capital Financing Requirement.

Comparison of Net Borrowing and the Capital Financing Requirement
2014/15 2015/16 2016/17 2017/18 2018/19

Actual Revised Estimate Estimate Estimate
Estimate
fm fm fm fm fm

Net Debt (section 9 below
provides analysis)

Capital Financing Requirement as
at 31 March

(14.143) (8.016) (8.492) (6.219) (5.150)

17.037 18.714 18.400 17.977 17.546

2. Capital Expenditure

This indicator is set to ensure that the level of proposed capital expenditure remains within sustainable

limits and, in particular, to consider the impact on council tax.

The actual amount of capital expenditure that was incurred during 2014/15, and the estimates of capital
expenditure to be incurred for the current and future years that are proposed in the 2016/17 budget plus

known requirements in both 2017/18 and 2018/19 are set out in the table below.

Capital Expenditure 2014/15 2015/16 2016/17 2017/18 2018/19

Actual Revised Estimate Estimate Estimate

Estimate
fm fm fm £fm £fm

Capital Expenditure 9.459 10.646 6.883 9.836 6.684
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Capital expenditure will be financed or funded as follows:

Capital Financing 2014/15 2015/16 2016/17 2017/18 2018/19

Actual Revised Estimate Estimate Estimate

Estimate
£m fm fm fm fm

Capital Receipts 1.067 0.000 0.000 0.000 0.898
Government Grants 0.521 0.576 1.945 6.336 2.303
Revenue Contributions 7.829 8.025 4.838 3.500 3.483
Total Financing 9.417 8.601 6.783 9.836 6.684
Borrowing * 0.042 2.045 0.100 0.000 0.000
Total Funding 0.042 2.045 0.100 0.000 0.000
Total Financing and Funding 9.459 10.646 6.883 9.836 6.684

* In the current financial climate the decision has been taken to borrow internally rather than from the

PWLB which will be reflected in the capital financing requirement indicator.

3. 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 the revenue budget required to meet financing costs. The

definition of financing costs is set out in the Prudential Code.

Financing Costs include the amount of interest payable in respect of borrowing or other long term liabilities
and the amount the Commissioner is required to set aside to repay debt, less interest and investments
income. The Commissioner’s financing costs can be both positive and negative dependent on the relative

level of interest receipts and payments.

The actual Net Revenue Stream is the ‘amount to be met from government grants and local taxation’ taken
from the annual Statement of Accounts, budget, budget proposal and medium term financial forecast.
These figures are purely indicative and are, in particular, in no way meant to indicate planned increases in

funding from Council Tax.
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Council Tax Increase of 1.9% from 2016/17

Ratio of Financing Costs to Net Revenue Stream
2014/15

2015/16
Estimate

2016/17
Estimate

2017/18
Estimate

2018/19

Actual Estimate

fm

fm

fm

fm

fm

Financing Costs 0.207 0.242 0.314 0.288 0.262
Net Revenue Stream 96,714 94,871 95,222 96,171 97,149
Ratio 0.21% 0.26% 0.33% 0.30% 0.27%

4. Capital Financing Requirement

The capital financing requirement (CFR) is a measure of the extent to which the Commissioner needs to
borrow to support capital expenditure. It does not necessarily relate to the actual amount of borrowing at
any one point in time. The Commissioner has an integrated treasury management strategy where there is
no distinction between revenue and capital cash flows, and the day to day position of external borrowing

and investments can change constantly.

The CFR concerns only those borrowing transactions arising from capital spending, whereas the total
amount of external borrowing is a consequence of all revenue and capital cash transactions combined

together following recommended treasury management practice.

The CFR as presented below now includes a figure in respect of the PFI contract as required by changes to

proper accounting practices introduced in The Code of Practice on Local Authority Accounting 2009.

2014/15 2015/16 2016/17 2017/18 2018/19
Actual Estimate Estimate Estimate Estimate
fm fm fm fm fm

Capital Financing Requirement

Capital Financing Requirement as
at 31 March.

18.400

17.977 17.546

17.037 ‘ 18.714
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5. The Authorised Limit

The Authorised Limit represents an upper limit of external borrowing that could be afforded in the short
term but may not be sustainable. This limit includes a risk assessment of exceptional events taking into
account the demands of revenue and capital cash flows. The Authorised Limit gauges events that may
occur over and above those transactions which have been included in the Operational Boundary. The

Authorised Limit must not be breached.

The Commissioner should note that the Authorised Limit represents the limit specified in section 3 (1) of

the Local Government Act 2003 (Duty to determine affordable borrowing limit).

The following Authorised Limits for external debt, excluding temporary investments are recommended:

Authorised Limit for External Debt

2016/17 2017/18 2018/19

f£m £m fm
External Borrowing 19.888 19.591 19.301
Other Long Term Liabilities 5.012 4.887 4.745
Total Authorised Limit 24.900 24.477 24.046

6. Operational Boundary

The Operational Boundary represents an estimate of the most likely, prudent, but not worst case scenario

and provides a parameter against which day to day treasury management activity can be monitored.

Occasionally, the Operational Boundary may be exceeded (but still not breach the Authorised Limit)
following variations in cash flow. Such an occurrence would follow controlled treasury management action

and may not have a significant impact on the prudential indicators when viewed all together.
Consistent with the Authorised Limit, the Commissioner’s Chief Financial Officer has delegated authority,

within the total Operational Boundary, to effect movement between the separately identified and agreed

figures for External Borrowing and Other Long Term Liabilities. Any such changes will be reported to the
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Commissioner and the Joint Audit and Standards Committee meeting following the change. The following

limits for each year’s Operational Boundary, excluding temporary investments are recommended:

Operational Boundary for External Debt

2016/17 2017/18 2018/19

fm fm fm
External Borrowing 18.388 18.091 17.801
Other Long Term Liabilities 5.012 4.887 4.745
Total Operational Boundary 23.400 22.977 22.546

7. Actual External Debt

The Commissioner’s actual external debt as at 31 March 2016 will be £5.122m, comprising other long term
liabilities of £5.122m in relation to the PFl. It is unlikely that the Commissioner will actually exercise
external borrowing until there is a change in the present structure of investments rates compared to the
costs of borrowing. It should be noted that all external borrowing with the PWLB (Public Works Loans

Board) was repaid during 2012/13.

8. The Incremental Impact of Capital Investment Decisions on the Council Tax

This is an indicator of affordability that shows the impact of capital investment decision on Council Tax.
This indicator identifies specifically the additional cost to the taxpayer of the new capital investment

proposed in the 2016/17 to 2018/19 Capital Programme.

The impact identifies the revenue expenditure that will arise as a result of approval of the 2016/17 capital

programme. The revenue effects of previously approved capital schemes are not included in this indicator.

The impact has been calculated using forward estimates of funding consistent with expectations in the

latest medium term forecast.

The impact on the revenue budget, and therefore the Council Tax, is felt by a combination of the following:

debt costs of the new borrowing, the amount set aside from revenue to repay the principal element of
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external borrowing (Minimum Revenue Provision), the revenue impact of a capital project (e.g. running

costs or savings of a new asset) and Direct Revenue Contributions.

It should be noted that borrowing itself does not fund capital expenditure since the loans have to be repaid
eventually. The actual funding comes from the Minimum Revenue Provision, which is statutorily charged to

revenue each year.

The estimate of the impact of the capital investment approved in the 2016/17 Budget on the Council Tax is

set out in the table below. The figures are not cumulative and show the actual impact in each year.

Impact of capital investment decisions on the Council Tax
2016/17 2017/18 2018/19

3 £ £

Capital Expenditure funded from
revenue

1.534m 1.573m 1.555m

Financing and direct revenue costs 0.000m 0.000m 0.000m

Total Incremental Revenue Effect

. 1.534m 1.573m 1.555m
of Capital Investment

Incremental Impact on Band D

9.146 9.481 9.302
Council Tax

9. Gross and Net Debt

The purpose of this treasury indicator is to highlight a situation where The Commissioner is planning to

borrow in advance of need.
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Gross and Net Debt

2016/17 2017/18 2018/19
fm fm fm

Outstanding Borrowing (at
notional value)

Other Long Term Liabilities (PFl &

Finance Lease at notional value) >012 4.887 4.745
Gross Debt 5.012 4.887 4.745
Less Investments 13.504 11.106 9.895
Net Debt (8.492) (6.219) (5.150)
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10. Fixed Interest Rate Exposures

It is recommended that The Commissioner sets an upper limit on its fixed interest rate exposures as

follows.

Upper limits for net principal sums outstanding at fixed rates

2016/17 2017/18 2018/19
fm fm £fm

Net Principal sums Outstanding at

. 24.90 24.48 24.05
Fixed Rates

This represents the position that all of the Commissioner’s authorised external borrowing may be at a fixed

rate at any one time.

11. Variable Interest Rate Exposures

It is recommended that the Commissioner sets an upper limit on its variable interest rate exposures as

follows.

Upper limits for net principal sums dutstanding at variable rates

2016/17 2017/18 2018/19
fm fm fm

Net Principal sums Outstanding at

1.50 1.50 1.50
Variable Rates

This is the maximum external borrowing judged prudent by the Commissioner’s Chief Finance Officer that

the Commissioner should expose to variable rates.
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12. Maturity Structure of Borrowing

It is recommended that the upper and lower limits for the maturity structure of borrowings are as follows:

Amount of projected borrowing that is fixed rate maturing in each period as a percentage of total projected

borrowing that is fixed rate.

This indicator is primarily applicable to authorities which have undertaken significant levels of borrowing to
finance their capital programmes in which case it is prudent to spread the profile of repayments to
safeguard against fluctuations of interest payments arising from having to refinance a large proportion of
the debt portfolio at any point in time. During 2012/13 the Commissioner repaid all outstanding external

borrowing and as a result there is currently no requirement to apply stringent limits to the maturity profile

of existing debt.

Period of Maturity Upper Limit Lower Limit
% %

Under 12 months 100.00 0

12 months and within 24 months 100.00 0

24 months and within 5 years 100.00 0

5years and within 10years 100.00 0

10years and above 100.00 0

13. Investments for longer than 364 days

The Treasury Management Strategy allows “non-specified” investments for periods of up to 5 years. The

maximum of all investments with outstanding maturities greater than 364 days will be £5m.
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‘ REQUEST FOR POLICE & CRIME COMMISSIONER DECISION - (N° 007 / 2016)

\ TITLE: Cumbria Constabulary Estate and Fleet Strategy

Executive Summary:

The Estate and Fleet Strategies have been developed by Cumbria Constabulary and are attached
for consideration by the Police and Crime Commissioner.

Both strategies set the plans and strategic direction for estate and fleet activities across both the
Office of the Police and Crime Commissioner and the Constabulary.

This covering paper provides the annual update to both the 2013 — 2017 Estate and Fleet
Strategies. Both strategies are live documents which are updated annually to capture the changing
operational requirements of the Commissioner and the Constabulary. The strategies set out the
current and emerging issues together with the strategic priorities for the year.

Recommendation:

The Commissioner is asked to approve the annual update to the 2013 — 2017 Estate and Fleet
strategies.

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(s) above

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

SINALUIE: ..eeeeeeeceeeeceererreeresreeresreaeessnasessnneesessnnesssnnenans Date: ...ccceevreereeenne




PART 1 - NON CONFIDENTIAL FACTS AND ADVICE TO THE PCC

1.1.

1.2.

1.3.

1.4.

2.1.

2.2.

2.3.

Introduction & Background

The annual updates of the Estate and Fleet Strategy were presented to and approved by the
Chief Officer Group (COG) on 02 February 2016 and are now submitted for consideration by
the Police & Crime Commissioner for Cumbria.

Both the Estate and Fleet strategies are for the period 2013 — 2017 and updated annually.

The Estate Strategy aims to provide a link between the strategic objectives of the
organisation and our priorities for the estate. It outlines the current and future
requirements of the estate and documents the changes that are required to meet these.

The Fleet Strategy will allow the fleet to meet the current needs of policing and to support
the implementation of new and changing Constabulary strategies. It is an enabler to provide
effective and efficient policing services.

Issues for Consideration

Both the strategies outline the current and future direction of travel for Estates and Fleet.
They set out what is required to enable both the estate and fleet to achieve the aims of the
Police and Crime Plan and the Chief Constables operational policing plans in order to meet
the needs of the citizens of Cumbiria.

They are developed to actively enable the Constabulary to Keep Cumbria Safe and to
support the priorities set out in the Police & Crime Commissioner’s Police and Crime Plan
2013 - 2017. They also recognise dependencies with the Internal Change Programme, ICT
and procurement and the requirement to delivery services within challenging budgetary
constraints.

The Estate Strategy outlines nine key objectives;

e Delivery of a Strategic Command Centre and improved North Cumbria estate resilience
at Police HQ.

e Undertake programme of flood recovery, refurbishment and post flood review to
impacted sites.

e Improvements to power infrastructure to HQ site.

e Complete the disposal programme of the previously agreed station closures including
the sites at Barrow, Maryport and Ulverston.

e Land purchase for new police station in West Cumbria.

e Procurement of new Cleaning and Catering contracts.

e Disposal of NTU site and provision of new vehicle workshop for North Cumbria.

e Review and update Estate and Facilities approved contractor list.

e Review the requirements for the discrete operational premise in Cumbria.



2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

3.1.

The strategy aligns to best practice and builds on the work already undertaken by the
Constabulary’s Estates and Fleet Department, notably on the delivery of new fit for purpose
police stations in the North and South of the county.

The Fleet Strategy outlines three key objectives;

e Undertake a review of Fleet Assets to determine if the size and type meets operational
requirements, with the aim of reducing the demand on the capital programme by 10%
in the year 2016/17.

e Review and make recommendations for improving adverse weather capability within
the fleet.

e Explore options for new garage facility for North Cumbria (link to Estates strategy).

The Estates and Fleet Department is fully supportive of collaborative working with other
Blue Light forces / agencies in order to achieve best value. In fleet the team are now part of
the North West buying group which is delivering excellent value for money in vehicle
procurement. The majority of fleet contracts are collaborative frameworks. In Estates the
team are actively engaged with regional forces on sharing best practice and exploring
options for collaborative procurement. The team have retained the contract to provide
professional estate services for North West Ambulance Service.

Both teams are critical enablers to operational policing. The success of previous estate
strategies is evident in the asset portfolio. There has been significant investment which has
delivered a fit for purpose estate with two of the main operating bases being class leading
in both their design and operating costs. This investment has been underpinned by
disposals of surplus non fit for purpose property which has brought notable levels of capital
receipt. This sustainable investment strategy has underpinned the success of the Estate
Strategy.

The widespread flooding which hit the county in December 2015 served a timely reminder
that some of the police estate is within flood risk areas. An objective of this annual update
is to reinstate these damaged properties and begin to explore a long term strategy to
reduce this risk.

The inclement weather also highlighted a weakness in the all-weather capability of the
vehicle fleet. An objective of the fleet strategy is to put forward a financially sustainable all
weather vehicle capability.

Financial Comments

The strategy has been produced in consultation with the Constabulary’s Chief Finance
Officer.



4.1.

5.1.

5.2.

6.1.

7.1.

8.1.

Legal Comments

There are no specific legal implications although to progress some of the objectives there
will be a requirement for the Legal Services department to be consulted and offer
professional support. Both Estates and Fleet works very closely with the Senior Legal
Advisor on a number of matters, the dependency is fully understood and shared
programmes of work are reviewed monthly.

Risk Implications

Specific risks are documented within the Estates and Fleet risk register. Project risks are
recorded within the project documentation of each project / initiative as required.

There are a number of challenges faced by the by department specifically regarding the
volume and complexity of current works programmes. These are recorded and regularly
reviewed.

HR / Equality Comments
None identified with the endorsement and approval of the Strategies.
ICT Comments

The teams work closely with the ICT Department when undertaking projects and the
dependencies between the teams are understood.

Procurement Comments

The teams work closely with the Procurement Department and a procurement business
lead is actively engaged in procuring and supporting purchasing for both estates and fleet.
Larger projects are undertaken in conjunction with the Head of Procurement.

Backgrounds / supporting papers
(List any relevant business case, EIA, PID, Media Strategy and append to this form; list persons consulted
during the preparation of the report)

e Fleet Strategy 2013 — 2017 Annual Update — Part 1.
e  Estate Strategy 2013 — 2017 Annual Update — Part 1.
e Estate Review 2016 — 2017 —Part 2.

Persons Consulted:

e The Extended Chief Officer Group

e Ruth Hunter, OPCC Chief Finance Officer

e Stephen Kirkpatrick, Director of Corporate Support
e Members of Corporate Support SMT

e  Michelle Bellis, Deputy Chief Finance Officer

4-



Public Access to Information

Information in this form is subject to the Freedom of Information Act 2000 (FOIA) and other
legislation. Part 1 of this form will be made available on the PCC website within 3 working days of
approval. Any facts/advice/recommendations that should not be made automatically available on
request should not be included in Part 1 but instead on the separate Part 2 form. Deferment is
only applicable where release before that date would not compromise the implementation of the
decision being approved.

Is the publication of this form to be deferred? NO
If yes, for what reason:

Until what date (if known):

Is there a Part 2 form - YES

Appendix — The Estate Review 2015-2017 contains commercially & operationally sensitive
information regarding the OPCC and Constabulary business affairs and the prevention and
detection of crime.

ORIGINATING OFFICER DECLARATION:

| confirm that this report has been considered by the Chief Officer Group and that relevant
financial, legal and equalities advice has been taken into account in the preparation of this report.

Signed: S. Kirkpatrick Date: 15" February 2016

OPCC OFFICER APPROVAL

Chief Executive / Deputy Chief Executive (delete as appropriate)

| have been consulted about the proposal and confirm that financial, legal and equalities advice has
been taken into account in the preparation of this report. | am satisfied that this is an appropriate
request to be submitted to the Police and Crime Commissioner / Chief Executive (delete as
appropriate).

Signature: R. Hunter Date: 15" February 2016




Media Strategy
The decision taken by the Police & Crime Commissioner may require a press announcement or

media strategy.

Will a press release be required following the decision being considered? NO

If yes, has a media strategy been formulated? N/A
Is the media strategy attached? N/A
What is the proposed date of the press release:
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1.

Executive Summary

Keeping Cumbria Safe

The Estate Strategy aims to provide a link between the strategic objectives of the organisation and our
priorities for the estate. It outlines the current and future requirements of the estate and documents the
changes that are required to meet these. Our vision is that,

“The Constabulary and OPCC will work in collaboration to invest in and reorganise the Estate so as to
meet the aims of the PCC Police and Crime Plan and Chief Constables operational policing plans, and
maintain an estate which is fit for purpose whilst reducing overhead expenditure and maximising and
exploiting existing assets”.

Throughout the document reference is made to the Constabulary’s estate, it is acknowledged that the legal
ownership of the estate rests with the Police and Crime Commissioner. The contents of this document
should be viewed in this context.

This strategy is linked to an Estate Plan that outlines in detail the requirements, needs and expectations of
each individual building. The strategy will balance the operational and organisational needs of the
Constabulary against the restrictions and challenges of the current budget. This document provides an
update to the current strategy and captures current and emerging operational issues and their impact upon
the estate.

We need our properties to fit our service delivery model. Those that represent poor value and do not fit
the business and service delivery model, or which are surplus to requirement will be reviewed with a view
to improvement or disposal. The receipt and on-going financial savings made through the sale of property
will be used to invest in facilities that are more efficient and better located.

Introduction

2.1

Background

The 2013-17 Estate Strategy was developed, as part of the wider Constabulary Business Plan, to actively
enable the Constabulary to Keep Cumbria Safe and the priorities set out in the Police & Crime
Commissioner’s Police and Crime Plan 2013 — 2017. It specifically focuses on supporting the delivery of an
effective policing strategy within the challenging budgetary constraints.

This document sets out an annual update to the four year Estate Strategy which is aligned to the wider
strategic objectives of the organisation and to longer term financial plans. The strategy is divided into two
parts with Part 1 containing the Estates Strategy and Part 2 containing the restricted ‘The Estate Review
2016 — 2017’. By updating the strategy annually the Estates Team can highlight and monitor estate
performance and also incorporate current emerging issues.

The following strategic principles underpin our estates strategy:-

e To deliver accommodation that is fit for purpose.

e To provide accommodation that matches the profile and image of the Constabulary.

e To provide facilities which are fully compliant with health and safety legislation and, where practicable,
accessible to all in line with disability and equality legislation.

e To ensure that the location of accommodation is acceptable to the communities we serve.

e Toensure estates provision is affordable and sustainable in the long term and achieves value for money.
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2.2

2.3

e To rationalise the existing estate and optimise future operational efficiency through the cost effective
use of accommodation.

e To have an estate that provides flexibility to cope with future changing demands (expansion or
contraction).

e To have an estate that will act as an enabler in the use of information technology.

e To manage and organise the estate in a manner which understands its impact and dependencies upon
the vehicle fleet.

e Toincorporate and promote, where practicable, sustainable and low carbon technology.

Role of the Estate Strategy
The strategy aims to provide:-

e The link between the strategic objectives of the organisation and priorities for the estate.

e The current and future requirements of the estate, and the changes required to implement those.

e The strategic problems that exist within the estate.

e A performance assessment of the estate.

e A link to the Medium Term Financial Forecast - recognising the current limited financial resources
available.

Ownership of the Assets

The Cumbria Office of the Police and Crime Commissioner (COPCC) is the legal owner of the estate and
the statutory organisation responsible for ensuring an efficient and effective police service in Cumbria.

Asset Overview and Summary of Work Delivered During the Last Strategy

3.1

3.2

Size of the Estate

At the time of publication of the 2016 Estates Strategy the Office of the Police and Crime Commissioner for
Cumbria freehold estate consists of 15 operational and specialist buildings. Five buildings are surplus to
operational requirements. One is rented out for income generation whilst a second has been made
available to a charity for long term hostel use. The other three are currently on the market for disposal.
There are 3 police houses held on freehold with these being occupied by serving officers. A further 15
properties / bases are held under leasehold and / or licence.

The strategy set out to provide accommodation for target staffing levels of 1120 Police Officers, 571 Police
Staff and 95 Police Community Support Officer’s. Figures confirmed in the recent Change Programme
Update 2016/17.

Work Delivered During 2015-16

Work has continued to complete the estate rationalisation programme which supports the core principles
of the strategy to ensure that all assets are managed effectively and efficiently.

Specifically and in the timeframe of this annual update the following work has been performed:-

o A new fit for purpose police station incorporating an 18 cell complex and vehicle workshop has been
delivered in Barrow and is now the Area HQ for South Cumbria.

e Police stations at Ulverston and Barrow have been decommissioned and work has been undertaken to
market these properties with Barrow being sold subject to contract. Marketing is still ongoing for
Ulverston.

Cumbria Constabulary Page 5 of 20 11/02/2016

Not Protectively Marked



=
SES

Annual Estates Strategy Update 2016 — 2017

3.3

o Theleasehold property at Welsh Road Carlisle which was surplus to operational requirements has been
surrendered.

e Work was undertaken to develop proposals for the delivery of a Strategic Command Centre and
Deployment Centre utilising land currently occupied at The Green, HQ. This links into the objective of
replacing the Hunter Lane facility with new fit for purpose accommodation. Consultants were
appointed and a Pre-Qualification exercise was undertaken. The scheme, which was put on hold in the
Autumn of 2015, is currently in the process of being restarted following recent major incidents.

e A Sexual Assault and Referral Centre (SARC) in Penrith has been delivered on behalf of the OPCC, giving
Cumbria its own SARC Centre thus alleviating victims having to travel out of the county.

e Ascheme to improve flood defence at HQ was undertaken.

e Ascheme to upgrade the power infrastructure to the HQ site was designed and the work was tendered
in December 2015. In January 2016 a contractor was appointed and work is due to start in the near
future. This will reduce the risk of power outages to this critical site and provide greater resilience.

e In partnership with Cumbria County Council the former Wigton Police Station and Magistrates Court
was disposed of.

e Avreview and re-structure of the roles of the Station Assistants was undertaken in conjunction with the
Central Services Department with a recommendation made that line management of these be
transferred to Estates and Fleet. To support this a new reduced staffing model is being introduced
together with new role profiles.

e Aland transfer between the OPCC and Eden District Council at Hunter Lane was undertaken to provide
increased car parking capacity and also strategically improve the land holding and future value.

Value of the Assets

The estate has a Gross Book Value as at 31/03/15 of £49,936K (£5,024K land & £47,346K Buildings). This is
a reduction of £3,554K from the same time last year, however the accounts do not take into account the
addition of the new Barrow Police Station which was completed out-with of this accounting period.

The assets are regularly re-valued in conjunction with the Financial Services Team and to CIPFA guidelines.
This information supports the production of the annual statutory financial accounts.

The method of valuation includes both specialist depreciated replacement price (DRP) and existing use
value, standard methodology as set out in the RICS Red Book (valuation standards).

The assets which adopt the DRP valuation method are all subject to componentisation as set out in the
componentisation policy.

The Role of Estates

4.1

Introduction and Core Business

The estates and fleet team combined in 2014 and have undertaken a full year as a merged department.
The management and admin function of both teams are co-located within the Estates Office at Police HQ.
Whilst both functions are professionally discrete there is significant synergy between the disciplines and
during the course of the year there has been considerable success in the merger. Both disciples provide
ongoing reactive and planned maintenance, servicing, capital investment and are focused on maximising
the use of the asset over their life. The merger of the two teams has followed a wider change nationally in
which many estate and facility professionals are seeing their role widen to encompass the wider assets. For
the purpose of this strategy this remains focused purely on professional Estates and Facilities activities.
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The core business of the estate portfolio is diverse. It includes:-

e Providing a fit for purpose estate and continuing to develop this to meet the requirements of
operational policing.

e Producing and updating the Estate Strategy and delivering the objectives of this.

e Maintaining the estate to ensure properties are in a condition suitable for occupation, safe and
comfortable.

e Providing a service for the prompt rectification of building faults.

e Producing and managing a professional annual maintenance programme to ensure integrity of the
estate.

e Delivering a minor works programme to carry out improvements & alterations required to our estate
to meet the requirements of operational policing.

e Strategic and day to day management of the Workington PFI contract.

e Carrying out all servicing, surveying, testing & inspections to meet legislation.

e Implementing legislation & regulations covering the estate.

e Providing professional advice to individuals and project teams on estates issues.

e Making recommendations for expenditure on the estate.

e Managing the delivery of capital projects specific to the estates function and to specific corporate
projects.

e Making recommendations for optimum property use and dispose of surplus properties.

e Providing full facilities management support to our customers including cleaning, catering and ground
garden services.

e Promoting better use of our natural resources specific to the estate and exploring and implementing
energy and sustainable work practices.

e Identifying potential for efficiency, making best use of the physical assets, improving space occupancy
levels and driving down overall estates costs per occupant.

Estates and Facilities Strategies

5.1

Programmes to Maintain Existing Buildings

We aim to maintain, and where possible, improve the fabric of existing buildings to provide improved and
more modern facilities. Maintenance will continue to meet the requirements of health and safety and
statutory legislation. Maintenance will be aligned to areas of greatest need and risk. The changing shape of
the estate has allowed maintenance to be focused on the strategically important stations — such stations
often contain the most complex and high risk components. Due to on-going budget pressures it remains
important to adopt maintenance programmes which fully consider need and risk. Service intervals for plant
and equipment have been extended to their maximum permitted lengths to make greatest efficiencies on
budgets. There continues to be a move towards more technical and complex building systems and
components which brings challenges to the team. Recent re-structuring within the team has taken account
of this to ensure it has the appropriate skills and resources in place.

Work to our buildings is undertaken via a combination of in-house and external trade staff. External
contractors are appointed from an approved contractor list which places a strong emphasis on having local
services delivered close to our buildings. This delivers a prompt response and cost effective solution to
managing building maintenance. This service delivery method also ensures there is a wide spread of
contractors available throughout the county and contributes towards the strong estates business continuity
model. It is of note that during the floods in December 2015 the team were able to mobilise contractors
quickly and to the areas required with the minimum of disruption. An objective for 2016 is to review this
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5.2

5.3

54

5.5

approved contractor list and update it appropriately to ensure the spread of suppliers meets our current
and emerging needs.

Investment in New Build / Redevelopment

This delivery strand of our estates strategy is concerned with taking forward significant investment in our
estate.

During 2015 work began on developing proposals for the delivery of a Strategic Command Centre and new
Eden Deployment Centre at HQ. Longer term work has begun on scoping out proposals for estates
requirements in the west of the county.

Estate Management

This area of work aims to manage our properties effectively and ensure the asset base can demonstrate
value for money. Included in this is the management of the leasehold estate which is an area of growth
for the department and includes negotiation of lease terms and rent reviews. We will also manage the
disposal of surplus sites and maximise the return on them. Innovative solutions will be found to generate
estate management solutions, particularly around the use of assets.

This is an area of estates which has seen growth over recent years through the estate rationalisation
programme and the increase in management of the leasehold estate. There remains a requirement for the
estate and all the assets to be managed strategically, often with invisible work being performed to allow
the properties to be enhanced and strategically positioned for optimum use and disposal as business needs
change. Specific examples around this include exploiting change of use options, challenge of local
development plans and active engagement with third party developers to maximise opportunities.

Facilities Management

Many support and ancillary services are provided within the buildings we operate and often these are
hidden or taken for granted. We strive forimprovements in how these services are delivered and continue
to explore opportunities for providing high quality services at the lowest possible cost. This area of work
includes catering, cleaning, grounds maintenance and utility procurement. During the life of the last
strategy a nil cost catering and vending service has been provided. The cleaning contract has also been re-
tendered with a significant cost saving generated through the procurement exercise.

Asset Management

The estates information management system (3i) allows a full inventory, maintenance and costing of the
asset to be available and the system can also assist in providing a scheduled replacement programme,
based upon the Constabulary’ replacement cycle / strategy/ parameters and available capital and revenue
resources. This system is 13 years old and no longer fit for purpose. An objective longer term is to explore
options for its replacement.

Organisation & Deployment

6.1

Accommodation Groups
The estate provides accommodation for the following user groups (as from January 2016):

TERRITORIAL POLICING COMMAND
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e North Cumbria Territorial Policing Area
e West Cumbria Territorial Policing Area
e South Cumbria Territorial Policing Area
e Operations HQ

CRIME COMMAND

e Intelligence
e Forensics
e Operations

CORPORATE SUPPORT

e Financial Services

e Estate & Fleet

e Central Services

e Human Resources

e Learning and Development

e Information and Communication Technologies
e Occupational Health

e Procurement

CORPORATE DEVELOPMENT

e Change Programme

e Diversity

e Management Information
e Marketing and Comms

e Strategic Development

LEGAL SERVICES
PROFESSIONAL STANDARDS
OFFICE OF THE POLICE AND CRIME COMMISSIONER

Building Types

For the purpose of asset management all buildings have a number of classifications. These are Police HQ,
Deployment Centre with Custody, Deployment Centre and Community Base. The general ‘fit’ of these is
that HQ, Deployment Centres with Custody and Deployment Centres are freehold — this recognises their
somewhat specialist accommodation requirements and the need for long term security of the asset. All
these sites are also located in the greatest areas of population and therefore there is no requirement for
these to adapt to changes in the community or population changes.

The Community Bases can be either freehold or leasehold depending on their specific needs. Freehold
options will be utilised if their size and fit is correct. A leasehold approach provides greater options for
flexibility and the ability to work closely with partners in rural locations. Such accommodation solutions can
develop and adapt to support changes both in the community and the role of operational policing. Larger
rural stations are no longer required and as new flexible ICT solutions emerge the need for the traditional
police station changes. This strategy is flexible enough to work in tandem with the ICT strategy and support
a more flexible use of our buildings and accommodation.
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7.

Key Strategic Priorities

7.1

Introduction

The priorities identified within this Estate Strategy supports the Constabulary Business plan in order to
deliver the priorities that are set out in the Police and Crime Plan 2013 — 2017. It is underpinned by the
principle that we must put the operational officer at the centre of all effort to ensure that they have the;
right leadership, the right skills, the right processes, the right policies, the right tools (technology, systems,
vehicles, buildings etc.), and above all the right organisational culture and ethos, to provide the best, visible
and cost effective service possible to our community.

The Right Culture
Encourage responsibility
“mobility” is the norm
Supportive policies

Supporting Policing

The Right Technology
Assured access to services
Online or offline capability
Right devices

Visible Service

The Right Staff at the Scene

Fully skilled
Empowered and trusted

The Right Applications
Integrated
Usable & highly available

Efficient & Quality

Personal responsibility Accurate, relevant information

Optimise time spent

: < corporate
sustainable 3 -
service
{ e
=4 . Flexible

Empowered #°)

mobile
workforce

& Trusted

The Right Leadership
Informed & Fully skilled
Intrusive and supportive

The Right Processes
Digital by design

End to end

e Out on the
responsibility

streets
Lean & fit for purpose

Community policing Quality assured

is our priority

Own & manage performance

The Right Facilities
Office is the vehicle

The Right Organisation
Joined up working

Lean & efficient
Sustainable & Affordable

Enabled by efficient & responsive Flexible estate
Support Services that are driven by their

ability to support operational policing.

Central administrative support

7.2  Strategic Aim

The aim of this Estate Update is to continue to provide an asset base that is fit for purpose, flexible and
agile enough to support the evolving needs of operational policing. There has been a commitment to make
capital investment in the estate with significant developments having been undertaken in both Carlisle and
Barrow. In conjunction with this there has been a drive to dispose of under-utilised and inefficient Police
Stations, disposal of these redundant sites can be complicated due to some shared ownership issues,
location, change of use, condition and current market demand in the locations. During the year significant
work has been undertaken on understanding the cost base of all sites, both short and long term, recognising
the challenging financial position has faced.

There remains a requirement for policing to remain visible but the future of police accommodation within
the community is not clear. The strategy has shown that it is not necessary to provide a ‘traditional’ police
station in all locations to support operational policing. The new accommodation models used are a simple
and cost effective solution in many locations. These have significantly smaller footprints and reduced
running costs.
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There remains a need for large police stations in or close to our towns and cities. These have to provide
high quality fit for purpose and cost effective accommodation. They must provide modern facilities of a
high standard and be fully serviced with the necessary ICT equipment. They should be flexible enough to
allow for business change and promote close collaboration between all the teams who work and operate
within them. They should embrace new technology and have annual running costs which are at class leading
levels. We should invest to save in these facilities if there is a clear business benefit. They should portray
an image of professionalism for the Constabulary.

As business needs change and new working methods are introduced the estate must act as an enabler in
this. All new Deployment Centres adopt a model of accommodation which promotes flexible working
within the office environment. This recognises that the business is moving towards a mobile workforce
model and the traditional approach of providing a desk with fixed computer is not always needed. The
estate will react to this and in time it should be able to deliver efficiencies in ICT, furniture and equipment
and accommodation requirements.

Estates Objectives & Recommendations

Key Strategic Objective 1 (both a short and medium term objective)

Strategic Command Centre and North Resilience at Police HQ

Benefits:

e Fit for purpose Strategic Command Centre for multi-agency use during a major county emergency

e Improved estate at the headquarters complex

e Improved working conditions for officers and staff

e Closer working collaboration between teams at headquarters

e Reduction in backlog maintenance

e Reduction in annual running costs for the existing deployment centre and efficiencies generated in
the long term through improved asset management

Expected cost:

e Subject to approval of final business case and also level of partnership funding available. Current
indications show a capital outlay for the full scheme of £6.9 million.

e Revenue costs have been calculated to be cost neutral for the NPT element of the project with a
growth of circa £100K for the SCC element. Confirmation of partnership contribution towards annual
running costs has yet to be confirmed.

Key Strategic Objective 2

Improvements to power infrastructure to HQ site.

Benefits:
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e Improved estate and infrastructure
e Diverse power routing

e Greater resilience to full HQ site

e Link to ICT business continuity

Expected cost:

e Costs of £600K.

Key Strategic Objective 3

Complete the disposal programme of the previously agreed station closures in including the sites at
Barrow, Maryport and Ulverston.

Benefits:

e Fit for purpose estate for Cumbria
e Reduction in backlog maintenance
e Reduction in annual running costs
e Risk reduction
e Capital receipt

Expected cost:

e Level of capital receipts dependent upon market conditions.

Key Strategic Objective 4

Review the requirements for the discrete operational premise in Cumbria.

Benefits:

e Clarity over long term estate requirements

e Medium to long term view will be in place which avoids the requirement to renew the current lease
annually

e Operational and staff stability for their place of work

e Provides an ability to make long term strategic estate maintenance planning

e It will potentially make better use of the current estate

Expected cost:

e The current facility has an annual rent of £26.5K.

Key Strategic Objective 5

Land purchase for new police station in West Cumbria and business case development.
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Benefits:

e Improved resilience to the estate

e Remove the risk of flooding to the West TPA

e Increase custody capacity

e The key properties to the Constabulary would be freehold and free of PFI liabilities
e Potential reduction in estates revenue cost

e Improved estate and infrastructure

e Prudent planning linked to medium term financial plan

e Strategic link to potential growth in nuclear development in West Cumbria

Expected cost:

e Allocated budget of £400K for the land purchase

Key Strategic Objective 6

Procurement of new Cleaning and Catering contracts.

Benefits:

e Delivery of core soft FM services force wide
e Greater resilience

e Supports business continuity

e  Wellbeing of officers and staff

Expected cost:

e Target for nil cost contract for catering
e £350K per annum for cleaning

Key Strategic Objective 7

Undertake programme of flood recovery, refurbishment and post flood review to impacted sites.

Benefits:

e Reinstate operational police stations for use
e Reduce flood risk and impact in the future

e Enabler to operational policing

e Maintains the value of the assets

Expected cost:

e TBC

Key Strategic Objective 8

Review and update Estate and Facilities approved contractor list
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Benefits:

e Provide a robust framework for procurement of goods and services
e May deliver financial efficiencies

e Potential to deliver improved service delivery

e Compliance with procurement and financial regulations

Expected cost:

e Nil —link to procurement activity

Key Strategic Objective 9

Disposal of NTU site and provision of new vehicle workshop for North Cumbria

Benefits:

e Provide a level of capital receipt to pump prime the replacement of the existing garage facilities on
an alternative site

e Improved estate

e Lower running costs

e Enablerin improving fleet service delivery

e Enabler to make improvements to operational policing

Expected cost:

e Scheme would be sustainable and cost neutral subject to final brief and income generated through
the sale.

8. Estates and Facilities Budget and Contribution to Change Programme Efficiency
Savings Target
The Estates element of the Estates and Fleet department has an annual revenue budget of approximately
£4.3 million for 2015/16. For 2015 — 2016. A number of budget lines have been reduced and a risk based
approach has been taken to manage fluctuations in these, making use of a wider contingency sum if
expenditure exceeds the budget. Specifically this includes utilities budgets.
The team also operate a large capital replacement and improvement programme. This currently includes:-
e Development of a strategic command centre and North flood resilience £6.9 million
e Power infrastructure works to HQ £600,000
e Purchase of land in West Cumbria
9. Health & Safety & Risk Management
Health and Safety is an integral component in estate management and much of the maintenance activity is
driven by the need for the assets to provide safe accommodation for its occupants and visitors. To
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10.

undertake work on the estate and minimise risk the team maintain and operate a list of approved
contractors who are security vetted and meet the necessary Health and Safety requirements. All work of
any significant nature is undertaken to Construction Design Management (CDM) regulations.

The team are represented at Force Health and Safety committees.

The estate function manages a team risk register. Estates risks are present at all levels of the risk
management hierarchy and managed accordingly. Details of the risks can also be found on the following
risk registers:-

e COPCCrisk register
e Constabulary strategic risk register
e Corporate Support risk Register

All risks are regularly reviewed and are allocated a place in the most appropriate register to be monitored
and reviewed on a regular basis.

Financial Prudence and Best Value

It is recognised by the team that the asset base and the team delivering the estate and facilities function
must be financially efficient and effective to support policing within the County. All UK Estate Managers
are members of the National Estate Managers Group and this organisation meets twice a year to exchange
ideas and best practice. Information is exchanged regularly on costs and various levels of benchmarking are
undertaken. In tandem with this the Head of Estates and Fleet maintains strong links with local partners to
promote collaboration and information exchange.

The team adopt a whole life cost strategy to all its work. This recognises that the full cost of a building or
component is not only its capital cost — the true cost is its capital cost plus the full life maintenance and
repair liability over the life of the component.

The team work closely with the Procurement team to seek best value in the procurement of good and
services. Notable successes have included the provision of nil cost catering contracts to the stations at HQ,
Carlisle and Workington. Tenders prices for goods and services are at class leading levels and below national
averages. The procurement of larger capital schemes continues to deliver construction costs which are
better than national averages. This was highlighted by the Home Office property unit when they reviewed
the Barrow project, noting that the scheme is delivering a building of significant merit at remarkable low
levels of expenditure. They added its cost model is as low, and mostly likely better, than any in the country.

In December 2015 the team secured a project resource to support the emerging SCC capital programme.
The resource has previously worked on other capital projects including most notably the Barrow project.
This post is secured for three years. In addition a police constable has joined the team to provide further
resource to the above project. In November the new Fleet Services Manager joined the department and
in January 2016 the Station Assistants became part of the Estates and Fleet team.

The reliance on external input remains small, due in part to the skill mix within the team being fully aligned
to the work profile, as a result professional costs remain highly competitive.

The team recognise the need to continually develop and proactively undertake continuous professional
development. Recent staff performance reviews have tailored objectives to areas of business need and
linked these into learning and training that is available via the British Institute of Facility Managers, a
professional body at the forefront of promoting best practice in both the public and private sector.

Other notable areas of work include:-
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e Operating plant and equipment with the best whole-life costs.

e Reviewing and streamlining servicing procedures throughout the estate — adopting a risk managed
approach to servicing using an assessment based on operational impact / cost.

e Increasing the utilisation of buildings.

e Concentrating on tasks which add the most value to the business.

e Participating in the National Benchmarking Scheme.

The estates capital programme for 10 years to 2025/26 is detailed at Appendix A.

11. Benchmarking
We participate in the National Estate Managers Benchmarking Scheme which sets a standard way of
defining and measuring costs, performance, operational efficiency and use of data to suggest
improvements to the way each Constabulary runs its asset base.
By continually comparing against each other, and freely sharing data in a secure environment, the best
practices from across the country can be shared and implemented, thereby generating an ethos of
continual improvement.

12. Environmental Issues
The on-going strategy is to strive for a ‘greener’ more efficient estate. Specifically this will see a reduction
in the use of fossil fuels and CO2 emissions which could assist in reducing Constabulary energy costs. It also
mitigates against future fuel price increases.
The strategy recognises the role of sustainability in estate management. We will;
e Seek, where practicable, to work with the Carbon Trust to adopt a ‘whole lifecycle’ approach to

sustainable development when making investment decisions about the estate.

e Explore the use of low carbon technologies.
e Apply good practice in all estates activities.
e Explore ways of reducing carbon emissions and energy consumption.
e Undertake recycling where practicable.
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13. OVERVIEW OF CURRENT AND EMERGING ISSUES/REQUIREMENTS

Over the weekend of the 5™ and 6™ of December 2015, the county experienced an extreme weather event.
Unprecedented levels of rainfall fell over a short period of time on ground which was already saturated due to
heavy rainfall earlier in the month. The constabulary estate has a number of properties which are at risk of
flooding and much of the work of previous estates strategies has focused on reducing this, either through,
undertaking flood defence work or disposing of high risk property.

Flooding occurred to the stations at Ambleside, Appleby, HQ, Kendal and Workington. It is of note that flood
levels were greater than those previously experienced and it is the first time the Kendal site has flooded albeit to
minimum levels in isolated low levels of the building. Flooding to Ambleside was minimal and damage was
restricted to floor coverings, again this is the first time Ambleside has flooded. The Workington site is an ongoing
area of concern as this is the second time it has flooded in 6 years. Water levels in this site were comparable with
the previous flood event and whilst the work undertaken during the last refurbishment to improve resilience have
in part been successful the station has lost all its ground floor accommodation, including business critical custody
suite.

An emerging priority of this strategy is to consider a replacement of this station, reflecting on both the flood risk
and its operational suitability. The Appleby site has a history of flooding but it is of note water levels in here
exceeded previous flood events. Whilst disruption has been relatively minor, officers are working from the first
floor, the disruption and cost of re-instatement is significant and time critical due to the need for the station to
be operational for the annual horse fair in June. Work is currently being undertaken to explore options for making
this building more flood resilient. At Headquarters flooding occurred to both the firearms and occupational health
buildings, both have a history of flooding and sit at the lowest point within the complex. Flood defences have
been provided in this area but these were overtopped. Encouragingly, the resilient measures invested into the
firearms unit after the last flood event have meant that disruption and damage to this building was minimal and
the team remained operational throughout the flooding. The ground floor range is now fully operational. The
occupational health unit suffered greater damage than any previous flooding. Work is currently being undertaken
to determine if this building can be made more flood resilient and used for less business critical occupants. It is
of note that the flood relief channel that provides protection to the critical areas of the site performed to its
design parameters. The post flood review identified that the electrical infrastructure is an area of risk and an
approved capital programme is in place to address this risk.

At Headquarters the demand for accommodation changes frequently and space remains at a premium. Little if
any spare accommodation is available to meet any emerging immediate business needs. It is considered the
active management of accommodation has decreased the demand. The Strategic Command Centre and North
Resilience project may afford opportunity to review the wider accommodation needs at HQ and an emerging
dependency is the occupational health unit who have been displaced from their flood damaged accommodation.

A decision was made to renew the lease for the offsite covert facility. This was a short term decision and for the
long term a decision on the operational need and specifically the accommodation requirements needs to be
made. Insufficient accommodation is currently available at the HQ complex to accommodate this function. To
locate it elsewhere would require a disjointed accommodation model.
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14. SUMMARY

To summarise, the OPCC has an estate which provides good accommodation and that is generally located in the
correct areas. The freehold estate continues to see investment and improvement. The new police station in
Barrow provides excellent accommodation for officers and staff. Custody provision is provided in state of the art
facilities. With this building complete, two of the three top tier of police stations will be fit for purpose for many
years to come. With work now gaining momentum on scoping out the future of the West Cumbria estate the key
strategic assets are in an excellent position, with little backlog maintenance, competitive running costs and
manageable projected maintenance demands. This assumes the level of annual investment in maintaining and
servicing the estate is maintained at current levels (2015 figures).

Some of the freehold buildings performance remains too low and the age and type of the property stock dictates
that flexibility of use and running costs will be a constant challenge to manage. However, the strategy has targeted
disposal and replacement of these buildings and the SCC project will address one of these sites. A scheme in West
Cumbria would further address this issue. Pockets of spare accommodation are present at police stations in
Appleby, Brampton, Kendal and Workington.

In the North, the property stock is headed up by the Durranhill station which provides flexible accommodation
that is both energy and space efficient. This building is operating at near capacity and is now the force secondary
resilience centre.

At Barrow the new facility has address the former estates issues in South Cumbria. When Barrow and Ulverston
police stations are disposed of work will be complete.

The HQ site performs well and maintenance costs at the site are competitive. Space utilisation is good but the
age of the buildings dictates on-going investment.

The garage facility at NTU performs well but there is little flexibility with the building structure and the
accommodation has reached the end of its life. Backlog maintenance exists to this site and a strategic decision
has been made to undertake essential works only. This will meet health and safety and statutory requirements.
The fleet strategy sets out an objective to review the provision of garage services throughout the constabulary
and this will influence this element of the estate strategy.

There remains a commitment from the OPCC and Constabulary to take an active interest and invest in the estate
and the commitment to the SCC project testament to this. Targeted investment into the high priority areas of
service will remain the key theme of the strategy as this will provide functional, well maintained and flexible
properties. The physical assets are a key enabling component in organisational change and continual service
improvement.

Finally, the condition of the property portfolio is sound and the portfolio provides a good presence and identity
in key localities of population. An affordable level of investment is in place to develop the estate and high quality
Deployment Centres are present in two of the three key areas of population. The smaller properties, which has
seen a move to a portfolio of both leasehold and freehold assets, continues to provide the Constabulary with a
level of flexibility to meet the current and emerging policing needs.
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Appendix A

15. Estates Capital Programme 10 years to 2025/26

Estates Schemes Ref Status Yro Yri Yr2 Yr3 Yr4 Yr5 Yr6 Yr7 Yr8 Yr9 Yr10 Yr1-10
2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 Total
£ £ £ £ £ £ £ £ £ £

Existing Schemes

South Estate - Kendal Custody a Firm 99,941 0 0 0 0 0 0 0 0 0 99,941
South Estate - Barrow & Ulverston b Firm 0 0 0 0 0 0 0 0 0 0 0
Roof Repairs - Various

- Whitehaven Police Station ¢ Firm 0 0 37,625 0 0 0 0 0 0 100,000 137,625
- Kendal Police Station d Firm 0 0 0 55,000 0 0 0 0 0 120,000 175,000
HQ Flood Defence Works e Firm 0 0 0 0 0 0 0 0 0 0
Heating, Ventilation & Cooling Plant - Various

- Police Headquarters f 0 0 0 0 0 0 0 0 0 300,000 300,000
HQ Electrical Infrastructure g 446,444 0 0 0 0 0 0 0 0 0 446,444
Durranhill Car Park h 0 0 0 0 0 0 0 0 0 0 0
UPS Durranhill i 0 0 0 0 0 0 0 0 150,000 0 150,000
UPS HQ j 0 0 0 100,000 0 0 0 0 0 0 100,000
North Resilience Flood Management k 494,225 2,833,974 3,619,037 0 0 0 0 0 0 0 6,947,236
Workington - Land Purchase | 0 0 0 0 0 0 0 0 0 0 0
Sub Total Existing Estates Schemes 1,040,610 2,833,974 3,656,662 155,000 0 0 0 0 150,000 520,000 8,356,246
New Estates Schemes 2016/17

HQ Minor Works/Improvements m  Firm 50,000 50,000 50,000 50,000 0 0 0 0 0 0 200,000
Garage Provision n Indicative 500,000 0 0 0 0 0 0 0 0 0 500,000
Durranhill - Replacement CCTV system and cell call o Firm 0 0 0 0 0 0 0 0 0 100,000 100,000
West Resilience Flood Management p Indicative 0 750,000 1,050,000 6,600,000 6,600,000 15,000,000
Sub Total New Estates Schemes 550,000 800,000 1,100,000 6,650,000 6,600,000 0 0 0 0 100,000 15,800,000

Total Estates Schemes 1,590,610 3,633,974 4,756,662 6,805,000 6,600,000 620,000 24,156,246
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1.

Executive Summary

Community Policing is Our Priority

The Constabulary’s vehicle fleet is a major support function which consumes significant financial and
Human Resources.

Throughout this document reference is made to the Constabulary’s fleet, it is acknowledged that the legal
ownership of the vehicle fleet rests with the Police and Crime Commissioner (PCC). The contents of this
document should be viewed in this context.

Cumbria Constabulary currently operates a diverse fleet of approximately 330 operational vehicles based
at distributed locations throughout the county. The vehicles operate and cover approximately 6.5 million
miles per annum and as at 31/03/13 a gross book value of £8.2m (including all adaptions, conversions and
technological aspects, MDT, ANPR, Airwave etc.).

As the vehicle fleet provides a platform upon which effective policing takes place, the overarching aim of
the Fleet Services Department is to satisfy the Constabulary's requirements for vehicles within a Best
Value culture. This effectively means that The Fleet Services Department is responsible for ensuring that
the transport activities under its control meet the lowest overall cost solution while maintaining the
quality and high standards required by the Constabulary, consistent with supporting the Constabulary’s
corporate objectives and, the Departmental/Territorial Policing and Crime Command objectives.

Its activities need to be contained within a formal strategic setting to allow, amongst other things, Senior
and Chief Officers to endorse the general direction of travel. It needs, in addition, to demonstrate to its
major stakeholders that significant decisions about the vehicle Fleet are made within a framework which
is consistent with the wider objectives of the Constabulary and the Police and Crime Commissioner’s
Police and Crime Plan 2013 — 2017.

This Fleet Strategy has been developed, as part of the wider Constabulary Business Plan, to actively
enable the Constabulary to deliver the vision that Community Policing is Our Priority and the priorities
set out in the Police & Crime Commissioner’s Police and Crime Plan 2013 — 2017, specifically focusing on
supporting the delivery of an effective policing strategy within budgetary constraints.

Recommendation

The Fleet Strategy has been presented and approved by Extended COG on the 02" December
2013. A further recommendation is that the Police and Crime Commissioner approves the
Constabulary Fleet Strategy and associated amendments to the Capital Programme.
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3. Introduction
The Fleet Strategy is intended to provide an overview of the support supplied by the Fleet Services
Department and the Key Strategic Objectives for the next 4 financial years.
The development and implementation of a Fleet Strategy will allow the reshaping of the Fleet to meet the
needs of policing in the future, providing flexibility to support the implementation of new and changing
Constabulary strategies. To be an enabler rather than a barrier to success driven by operational
strategies, whilst remaining transparent to, and operating with, other business support strategies.
This document is designed to be a live document that is continually updated as part of the
implementation of the Fleet Strategy. As the business requirements of the Constabulary change, the
strategy will be updated to reflect this.
The document does not provide infinite detail on each of the highlighted strategies and services, but is
expected to act as a road map indicating how we will support operational policing within the County.

3.1 Background
The Fleet Services Department consist of the Head of Fleet Services who manages the in-house Fleet
operation, supported by a Fleet Service Manager, Fleet Management Information Officer, Vehicle
Insurance Administration Officer and 9 x Motor Vehicle Technicians (5 Carlisle, 2 Ulverston, 2
Workington).
The Department also ensures that the servicing, repair and maintenance of police vehicles are to the
standards laid down by the Constabulary, Department of Transport, current Vehicle Road Transport
Legislation and the Vehicle Manufacturer.
The Department encompasses a ‘one-stop shop’ for all vehicle-related matters from purchase to disposal
as follows:
e Provide an annual vehicle replacement schedule according to the replacement criteria agreed by the

Police & Crime Commissioner (PCC).

e Procurement of vehicles including special build.
e Carry out specialist vehicle design and arrange construction.
e Carry out preventive maintenance, through a planned servicing programme.
e Police vehicle collision damage repair.
e Electronic component installation (Comms, Airwaves, MDT’s, ANPR etc.).
e Vehicle commissioning and decommissioning.
e Stock vehicle parts according to the most common usage.
e Procurement of non-stock items.
e Provide administration assistance in accordance with the vehicle replacement schedule.
e Process sale of vehicles at auction and disposal of total loss vehicles.
e Administration of vehicle damage in conjunction with insurance claims.
e Provide statements of vehicle damage for court purposes.
e Registering and re-licensing of vehicles.
e Administration of fuel via fuel agency cards.
e Update and maintenance of the computerised fleet management system (TRANMAN).
Allied to this are activities such as professional fleet advice and the production of management
information to advice customers of their impact on fleet costs.
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3.2

The fleet information management system (TRANMAN) allows full inventory, maintenance and costing of
the Constabulary vehicles to be available and the system also assists in providing a scheduled
replacement programme, based upon the Constabulary’s vehicle replacement parameters and
capital/revenue

Organisation & Deployment
The Constabulary’s vehicle fleet is distributed to 3 main vehicle user groups (as from April 2013):
TERRITORIAL POLICING COMMAND (mainly liveried vehicles)

e North Cumbria Territorial Policing Area
e West Cumbria Territorial Policing Area
e South Cumbria Territorial Policing Area
e Uniformed Operational Support

CRIME COMMAND (mainly covert and unmarked vehicles)

e Crime Operations
e Intelligence
e Criminal Justice Unit

CORPORATE SUPPORT (unmarked vehicles, predominantly based at Headquarters)

e Fleet Services

e Central Services

e Estates and Facilities

e Learning and Development

e Information and Communication Technologies

The fleet profiles differ across these groups to reflect the functions carried out by the Departments within
them and also the geography of the areas. All Territorial Policing Area vehicles are a mix of high-density
urban (e.g. Carlisle City, Workington, Kendal and Barrow in Furness) and low density rural within fairly
large areas and a diverse number of vehicles are currently used.

Uniformed Operational Support and CID include specialised departments such as the Roads Policing Unit,
Firearms and the Serious and Organised Crime Unit which have specific requirements for high-
specification vehicles, which are used throughout the Constabulary area.

The remaining groups are predominantly based at Headquarters (including the PCC and Chief Officers
vehicles registered under Corporate Support).
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Summary of the current vehicle deployment as from 01/04/13:

Establishment Safety Camera Pre-Funded
Partnership

Territorial Policing Command 177 7 184
Crime Command 86 5 4 95
Corporate Support 37 15 52
TOTAL 300 5 26 331
Key:
Establishment Represents the core vehicle fleet allocated to each Command/Dept.
Safety Camera Represents vehicles operated in partnership with the County Council.
Pre Funded Vehicles purchased through an approved business case and funded by the

Command/Dept. for the vehicles term. This also includes sale vehicles which are

utilised short term, to provide support for the CSD pool and Station Assistants.
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4. Key Strategic Priorities

These priorities identified within this Fleet Strategy support the Constabulary Business Plan in order to
deliver the priorities set out in the Police and Crime Plan 2013 — 2017; and are underpinned by the
principle that we must put the operational officer at the centre of all effort to ensure that he/she has the
right leadership, the right skills, the right processes, the right policies, the right tools (technology,
systems, vehicles, buildings etc.), and above all, the right organisational culture and ethos to provide the
best visible and cost effective service possible to our community.

A key strategic principle for this Fleet Strategy is the recognition that the vehicle is intended, wherever
possible and appropriate to act as a mobile office, enabling the operational user to operate away from
the station and remain visible within the community.

The Right Culture The Right Technology
Encourage responsibility Assured access to services
“mobility” is the norm Online or offline capability
Supportive policies Supporting Policing Right devices

Visible Service

The Right Staff Efficient&  atthe Scene  Quality

The Right Applications

Fully skilled . ; corporate Integrated
sustainable \ * ! . .
Empowered and trusted 5 i service Usable & highly available

Personal responsibility Accurate, relevant information

et Empowered - & Flexible
Optimise time spent & Trusted BN = mobile

workforce

The Right Leadership End to end \ o [0 The Right Processes
§ Py ~ Out on the
Informed & Fully skilled responsibility { / Streers Digital by design

Intrusive and supportive - Lean & fit for purpose
Own & manage performance Cor.nmunity. pl?“Ci"g Quality assured
is our priority
The Right Organisation The Right Facilities
Joined up working Office is the vehicle
Lean & efficient Enabled by efficient & responsive Flexible estate
Sustainable & Affordable Support Services that are driven by their Central administrative support
ability to support operational policing.

Six key strategic fleet priorities have been identified as follows:

e To build closer working relationships with operational colleagues.

e To improve Territorial Policing Area (TPA) vehicle utilisation through the introduction of a Single
Vehicle Platform (SVP).

e To provide a cost effective vehicle solution for the PCSOs and to reduce the vehicle abstractions from
the TPA front line marked fleet.

e To provide resilience for the protection of front line officers and support for Mutual Aid.

e To provide additional vehicles for the CSD pool fleet to reduce external vehicle hire costs.

e To provide an enhanced cost effective 4 x 4 vehicle solution for the County’s adverse weather
conditions (Snow).

In addition to the proposed 6 Key Strategic Priorities, the Fleet Strategy will focus on driving down costs
by incorporating the following within the strategy:

e Assessment of the efficiency and effectiveness of the Roads Policing Unit motorcycles by the
Territorial Policing Commander.
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e Review the most cost effective and operationally suitable future replacements for all Operational
Support vehicles.

e The utilisation of all non-covert unmarked vehicles e.g. CID, PPU, pool cars etc.

e Ensure the optimum use of the Constabulary assets extending the vehicles life were possible and
appropriate.

e The safety of a Constabulary vehicle user by demonstrating a safety-conscious approach to police
vehicle maintenance, ensuring the fleet is maintained in accordance with manufacturer’s
recommendations, including additional safety checks where vehicles are used to their limits.

e Opportunities to outsource and collaborate with other emergency services and local authorities, but
only when it is efficient, effective and economically to do so and benefits the Constabulary’s policing
model.

e Promoting health and Safety to all Department staff.

e Environmentally, strive for a ‘greener’ more efficient fleet.

4.1 Improved support for operational needs

By the introduction of a Strategic Vehicle Group chaired by the C/Supt. Territorial Policing Command. (The

Terms of Reference can be found at Appendix 1).

Through this group, close collaboration will be maintained by Fleet Services with its customers and the

group will deal with fleet and vehicle related issues.

Key Strategic Objective 1 — Approved by Extended COG on 02/12/2013

Build closer working relationships with Operational colleagues.

Action required to implement the Strategic Objective:

e Formation of the Strategic Vehicle Group chaired by the C /Supt. Territorial Policing Command now
formed.

e  First meeting held on the 25" September 2013 and Terms of Reference agreed.

Benefits:

e Considering the vehicle types to be used in particular roles within the Constabulary’s transport
fleet to ensure that they are fit for purpose and match the demands of operational policing in
Cumbria.

e  Ensuring that the overall size and apportionment of the fleet is appropriate in order to maximise
transport arrangements within the boundaries of reasonable cost.

e Determining a corporate view with regards to the technical makeup of the fleet. This will include
the topics of vehicle markings, emergency role equipment, specialist vehicle conversions or builds
and technological aspects (e.g. MDT’s, ANPR, Airwave etc.).

e  Creating standardisation within the fleet wherever possible in order to simplify the usage of core
vehicles whilst working to benefit from volume related discounts and advantages.

e Considering the changes necessary to follow manufacturer-led innovation by capitalising on
savings and efficiencies where appropriate.

e  Considering the risks associated with all standard and non-standard fleet operations, determined
through vehicle type or the usage in particular roles.

e Reviewing all aspects of the vehicle fleet use to identify areas for cost savings, increasing standards
or efficiency gains including fuel usage, mileage covered, collisions and costs, maintenance costs,
car cleaning, daily and weekly checks, carbon emissions information and all associated reports.
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Expected cost:

e Nil to set up, but the group will assist in determining any future strategy for vehicle savings.

4.2 Single Platform Vehicle (SVP)

A vehicle utilisation study of the Territorial Policing Area (TPA) vehicles has been carried out by the Head

of Fleet Services and reviewed their user requirements against the current vehicle utilisation profile. It

has been found that:

e The TPA’s make better use of marked cell vans than marked cars.

e The vans allow the officer’s greater flexibility over the cars as detained persons can be more easily
transported and this improves officer safety.

e As fleet operate 4 differing types of vehicles this creates an imbalance of vehicle use and certain
‘favoured’ vehicles are operating above their allocated annual mileage. Using a single vehicle type
(i.e. cell van), fleet can more effectively “mileage manage” the vehicles.

e The equipment and occupants carried in cars could overload the vehicle creating a potential risk to
the occupants and the Constabulary.

e (Cars are too compact within the driver passenger area to operate the MDT.

The re-development of the Fleet Vehicle Replacement Programme by replacing the TPA marked vehicles

from the Focus estates, dog vehicles and Transit vans to a single platform vehicle (one size and model fits

all) will provide a vehicle to meet the majority of ‘fit for purpose’ requirements. This will also result in the
efficient utilisation of the vehicles and provide a cost effective solution to ensure territorial police officer
safety when on patrol.

Key Strategic Objective 2 — Approved by Extended COG on 02/12/2013

Improve TPA vehicle utilisation through the introduction of a Single Platform Vehicle

Action required to implement the Strategic Objective:

e Initial funding is approved over the next 2 years to replace the end of life marked Territorial

Cumbria Constabulary Page 10 of 30 22/01/2014

RESTRICTED



COMMUNITY POLICING

Fleet Strategy 2013 — 2017 is our priority

Key Strategic Objective 2 — Approved by Extended COG on 02/12/2013

Policing Area cars, vans and dog vehicles, with single platform vehicles.
e Strategy supported by the C/Supt. Territorial Policing Command and the Strategic Vehicle Group.
e The correct ‘fit for purpose’ vehicle has been determined and final costing/savings produced.

Benefits:

e A single type vehicle would meet the majority of territorial policing requirements with a secure
detained person (DP) cell in the vehicle.

e  “Enhanced Officer Safety” as all vehicles will have a secure detained person capability (i.e. cell),
negating the need to place a detained person in the back of non-cell vehicle risking officer
‘attacks’.

e Negate the need for patrolling officers in cars, requesting and waiting for a cell van when arresting
persons.

e  Will reduce capital costs by equalising mileages and eliminating ‘vehicle choice’ where certain
vehicles (i.e. Focus Estates and Landrover Freelander’s) are favoured and currently used instead of
a cell vehicle.

e  Will contribute towards producing Capital savings of £1,419k over the next 10 years.

e  Enhance ‘High Visibility’ policing due to their high profile.

e Suitable office type facilities within the vehicle, such as room, ample seating area and a mobile
working solution, will negate the need for the officers (and vehicle) to return to the deployment
centre, therefore reducing mileage/running costs/fuel etc.

e  Supports the Constabulary’s Strategy to provide a mobile working solution for the officers.

e  Ensuring the vehicle is suitable for initial phase pursuit will enhance the officer’s capability as the
current Ford Transits (which they will replace) are not compliant.

e  The ‘it for purpose’ vehicle incorporates an all season traction facility which enables the vehicle to
be operated in adverse weather conditions.

Expected cost:

e Asthe Single Vehicle Platform is more expensive than the current estate car and have additional
cost of prisoner cages etc. there will be an initial impact on capital expenditure of £279k for the
next 2 years.

e The introduction of the single platform vehicle incorporated within a revised vehicle replacement
programme could contribute towards future capital savings of £1,419k over the next 10 years.

e Itis envisaged that both fuel and maintenance costs will not increase as the single platform vehicle
incorporating the mobile working solution and cell facility, will reduce the requirement for
unnecessary travelling for office and cell van support.

e There will be no increase in fleet size so there will be no increase in vehicle insurance premium
costs.

4.3 PCSO operational needs
Currently, the PCSOs do not have any dedicated transport and have to rely upon ‘lifts’, public transport
and seconding operational vehicles. This practice is now becoming impractical and is causing an
operational inconvenience as vehicles are becoming unavailable for the PCSO’s.
In order to provide a cost effective vehicle solution for the PCSQ’s, fleet will retain a number of the ‘end
of life’” Transit Connect marked vehicles (approx. 12.) and re-issue to the PCSOs for low usage (e.g. sub
10,000 miles a year and restrict their performance). This would greatly reduce the abstractions from the
front line marked fleet, enhance PCSO high visibility policing and increase their resilience.
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4.4

This strategy would only be incorporated for a 2 year period. The operational and cost benefit will be
reviewed by the Head of Fleet Services within this timeline and assessed for any continuing or future
operational need.

Key Strategic Objective 3 — Approved by Extended COG on 02/12/2013

To provide a cost effective vehicle solution for the PCSOs.

Action required to implement the Strategic Objective:

e When they become available, retain 12 Transit Connect vehicles from disposal and prepare for the
PCSOs.

Benefit:

e This would greatly reduce the abstractions from the front line marked fleet, enhance PCSO high
visibility policing and increase their resilience.

e Reduction in PCSO downtime travelling to their ‘patch’ if deployed out of town.

e Negates the need for officers to ‘Taxi service’ the PCSOs to their beat area.

e Transit Connects currently have a single person cell, this will be removed and the vehicle can then
be used to carry PCSO equipment (pedal cycles, display boards etc.)

Expected cost:

e Reduction in travelling costs (e.g. bus fares) and time to their beat, allowing a longer patrolling of
the PCSOs ‘patch’.

e Maintenance costs can be absorbed into the current maintenance budget if the vehicles are used
appropriately (e.g. specifically for PCSO transport duties and NOT as front line vehicles) and
mileage is kept below 10k per annum.

e Vehicles would still retain a comparative disposal value after the extended 2 year period.

e Vehicle mileages will be monitored to ensure compliance and ensure that the vehicles are used
appropriately by the PCSOs only.

e Fuel costs will be offset by savings in time and reduced abstractions of front line vehicles and
officers providing a ‘PCSO taxi’ service.

e Increased insurance costs would be incurred as a result of increasing the total number of vehicles
included in the fleet of insured vehicles. Total cost of approx. £6k per annum if 12 vehicles
retained.

Mutual Aid resilience

Within the last 2 reviews of Fleet Services, in order to make capital savings, the Constabulary’s Protected
Personnel Carrier establishment has been reduced from 13 vehicles to 6 vehicles. The Constabulary’s
National Mutual Aid commitment is 3 PSU’s equating to a total of 9 vehicles so currently, the
Constabulary cannot meet its Mutual Aid commitment and retain a front line protective capability in
Cumbria if Mutual Aid was deployed. An additional 6 Protected Personnel Carriers into the Territorial
Policing fleet. This would provide 12 carriers in total (including current carriers) ensuring 4 PSU’s available
within the Constabulary’s resources. Operationally, this would provide the Constabulary’s Mutual Aid
commitment and in the case of a required deployment, a single PSU (3 Carriers) will still be available to
support the Constabulary’s front line officer protection.

However, due to the cost of these vehicles, the purchase of only 3 additional protected personnel carriers
will increase the Constabulary establishment to 9 vehicles (3 PSU’s), enabling the Constabulary to meet its
Mutual Aid commitment. It is recommended that the Mutual Aid requests be assessed over the next 12

Cumbria Constabulary Page 12 of 30 22/01/2014

RESTRICTED



COMMUNITY POLICING

Fleet Strategy 2013 — 2017 is our priority

months and review if there is a further need to increase the Protected Carrier establishment to more than
9 vehicles, if so, the costs for an additional 3 Protected Carriers (to take the total to 12) should be off-set
against other vehicles within TPA’s.

Key Strategic Objective 4 — Approved by Extended COG on 02/12/2013

To provide resilience for the protection of front line officers and support for Mutual Aid.

Action required to implement the Strategic Objective:

e Requires additional capital funding and procurement of 3 vehicles.
e Requires additional revenue funding for the maintenance of the additional vehicles.
e Review the need for a further additional 3 protected carriers after 12 months.

Benefit:

e Enable the Constabulary to provide mutual aid as per their commitment.

e Would provide additional resilience for front line officer protection.

e Note: it is understood that Sellafield would offer their protected carrier for in County support to the
Constabulary.

Expected cost:

e 3 x protected carriers would cost £159k in 2014/15 with subsequent replacement in 2022/23
estimated at £184k. Although there is a large initial cost for these specialised vehicles, their
operational life can extend to 8 years so this makes them a valuable long term asset with a small
whole life cost.

e Additional annual maintenance costs of £6k (£2k per vehicle) for the additional vehicles would be
required.

e Increased insurance costs of £611 per vehicle (£1.8k in total).

e Note: While COG have approved the growth and funding for the additional 3 vehicles, a steer from
the Chief Officers to enable future savings, is to look at any future replacement of these vehicles
being funded from within existing capital (i.e. savings elsewhere in the fleet).

4.5 Pool fleet utilisation
A pool car utilisation study has been carried out by the Head of the CSD and the departments Financial
Services Officer to compare the benefit of additional pool cars, in place of using hire cars for the
Constabulary’s in and out of county travel requirements.
The 2011 Fleet Review pooled 7 of the HQ Departmental vehicles to be managed and operated by CSD to
ensure their maximum utilisation (as these vehicles were being under used in their respective
departments). In addition, 5 vehicles due to be reduced as part of the 2007 Fleet Review savings were
retained for the remainder of their life and used to temporarily supplement the number of CSD HQ pool
cars to 12 (to establish any benefit in hire car cost reduction).
The Constabulary currently spends in the region of £130k per year on hire cars (ignoring under cover
contract vehicles). This includes the benefits (£20k savings) of having the current pool car establishment
at the higher level of 12 vehicles instead of the 7 pooled vehicles (see option 1). Without these 5 vehicles
the spend would have been £150K.
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The study showed that pool cars are currently well used. 81% of available time the pool cars are booked
out for use, and in order for purchasing a vehicle to be more cost effective than hiring, the pool car only
needs to be used 51% of the time (this is the break-even point in cost effectiveness).

Option 1 — Retain the existing 5 (currently above establishment) vehicles

These 5 supplementary vehicles are now being withdrawn from service and not being replaced as agreed
within the Fleet Review. However it can be shown that in doing so this will result in significant costs to
the Constabulary in terms of replacing these journeys with hire cars.

The pool car study demonstrated the benefit of using pool cars as opposed to booking short term hire
cars. However, it also showed that pool cars are being utilised well and effectively managed by CSD. It
was apparent that in order to further reduce the reliance on hire cars, increasing CSD’s pool car
establishment would assist in realising further hire car savings, leading to the proposal of option 2.

Option 2 — Purchase an Additional 5 Pool Cars

It is proposed under option 2 that the Constabulary invests in a further 5 vehicles, increasing the
establishment to 17. There is a demand for pool cars, as hires remain high as demonstrated by the
current £130k spend. These additional 5 vehicles will be sited in TPA’s to reduce the need to book hire
cars for officer travel, particularly in South where area based hire car demand is high.

This option is proposed as a trial for a year. If it is demonstrated that the vehicles have delivered savings
and there is a demand for them, the proposal will be to make this a permanent decision to retain the
additional 5 pool cars to the end of the term (7 years to 2021/22). If however the pool car use / demand
is not high, and savings have not been realised in reducing hire car costs, the exit strategy for these 5
purchased vehicles under option 2, will be to redeploy to other departments within the normal Fleet
Services Replacement Programme — there will be no additional cost to the Constabulary as a result of this
decision, whatever the outcome.

Key Strategic Objective 5 — Both Option 1 & 2 Approved by Extended COG on 02/12/2013

To provide additional vehicles for the CSD pool fleet to reduce external vehicle hire costs.

Action required to implement the Strategic Objective:

e Procurement of additional pool vehicles.
e Would require an additional capital and annual revenue costs.

Benefit:

e A net saving over the next 7 years (See Appendix 3).
e Reduce Grey fleet cost (reduction in using own vehicles).

Expected cost:

e Each option would require additional capital in 2014/15 plus annual maintenance costs per annum
for the 7 year term of the vehicles (Cost/savings see Appendix 3 ).

4.6 To provide a cost effective 4 x 4 vehicle solution for adverse weather conditions (snow).
Over the past few years the County has been subjected to a number of adverse weather situations (floods
and heavy snowfalls) where an additional resource of 4x4’s have been required. Quite often, the hire
Cumbria Constabulary Page 14 of 30 22/01/2014

RESTRICTED



COMMUNITY POLICING

Fleet Strategy 2013 — 2017 is our priority

companies whom specialise in these types of vehicles, not only demand a high rate of hire (up to £1,000
per vehicle per week) but run out of stock due to the high demands by other customers.

These hire vehicles (when available) are not suitable for our policing requirements. They are not ‘police
models’ fitted with the essential ‘blues and twos’ and identified with any livery or crest as a Constabulary
vehicle. They are standard ‘civilian specification” which do not offer the benefits and the high conspicuity
protection of a police vehicle.

A proposed strategy is to retain a number of ‘end of life’ 4x4 Landrover Freelander’s for a maximum
period of 2 years until the roll out of the single platform vehicles, which will then provide an all season
capability. The Freelanders will be kept as a central reserve at our NTU garage to be made available at
short notice, in case of adverse weather conditions. These vehicles would also be made available and
utilised for other applications such as Appleby Fair and any organised shows or events where there is a
possibility of rough/sludge type areas (e.g. fields).

The usage of these vehicles would be restricted to authorised use only. They will be ‘end of life’ vehicles
with high mileage and not suitable as routine patrol vehicles. Fleet will restrict their use and ‘convert’
them as suitable for adverse weather conditions, which will consist of fitting ‘full off road tyres’ and
restricting their maximum speed to 45 mph. It is estimated that each vehicle (6 in total) will not exceed
3000 miles per year and as such will only require an annual check/service, therefore reducing the
maintenance costs to a minimum and can be absorb into the current maintenance budget.

Fleet Services already operate the same system with the current Estates 4 x 4 used for gritting HQ, which
has negated the need to procure a specialised vehicle.

Key Strategic Objective 6 — Approved by Extended COG on 02/12/2013

To provide a cost effective 4 x 4 vehicle solution for adverse weather conditions (Snow).

Action required to implement the Strategic Objective:

e Retain 6 ‘end of life’ Landrover Freelander’s for winter use.

Benefit:

e Provide a contingency for adverse weather (predominantly winter snow) and reduce the searching
and the ‘overpriced’ hire of 4 x 4 vehicles.

e The vehicles would be fit for purpose and still retain the Constabulary identity.

e Would be available at very short notice.

e Would reduce the officer risk by trying to use unsuitable vehicles in adverse conditions.

e Can be used for specific operations (forestry type)

e Reduce/eliminate 4 x 4 hire costs.

Expected cost:

e Maintenance costs can be absorbed into the current maintenance budget if the vehicles are used
appropriately (e.g. restricted to adverse weather conditions and specialised events such as Appleby
Fair, County shows etc.).

e Vehicles will still retain a residual value when sold so there would be no loss of income.

e Increased insurance costs of £611 per vehicle per annum (£4k in total)
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5.

Financial Implications

The current approved capital programme for the 10 year period (2013/14 to 2022/23) amounted to
£11.471m in respect of fleet replacements. As part of the annual budget and medium term financial
planning process the fleet replacement programme has been re-modelled and includes an additional year
to 2023/24 and also to reflect the changes to the fleet proposed within this strategy.

In summary, the cost of replacing the core fleet will reduce by £1,419k over the revised 10 year period to
2023/24 if the proposals to move to a single vehicle platform (SVP) are approved. Of this sum
approximately £341k is arises as a result of changes to assumptions regarding inflation in future years, the
remainder is primarily attributable to the introduction of the SVP. However the transition to the SVP has
the effect of increasing capital expenditure in the short term with an additional capital requirement of
approximately £279k for 2014/15. In relation to revenue expenditure the proposed changes to the core
fleet can be managed within the existing revenue budget.

The profile of capital expenditure has also been subject to significant change and is now subject to
greater fluctuation between years (ranging from £447k to £1,910k). This arises from a proposal to
consolidate purchases of particular vehicle types in a year. This proposal conveys administrative
efficiencies in the procurement process and operational benefits in the utilisation and management of
the fleet. However there will be a need to consider the capital financing implications in relation to the
amount of revenue budget set aside to support capital expenditure on an ongoing basis which can be
managed through earmarked capital reserves and will be factored into the medium term financial
forecasting process and overall capital strategy.

In addition to the core fleet strategy there are a number of growth proposals which are treated as
individual decisions in this document. If all recommendations are accepted the effect would be to reduce
the forecast capital savings from £1,419k to £883k over the 10 year period and would also in some
instances have an ongoing impact of the revenue budget. The overall fleet replacement programme for
the 10 year period to 2023/24 is provided at Appendix 2 which also shows how the above savings figures
have been calculated and the financial impact of the growth proposals.

The table below summarises the financial impact of the strategy and each individual growth proposal on
the capital programme. A more detailed analysis of these costs is provided in Appendix 2.

Approved Total Net
Capital Capital Capital

Budget Cost Increase/
10Yrs 10Yrs (Decrease)
£ £ £
Core Fleet 12,419,078 10,999,714 (1,419,364)
Obj. 3 Retain 12 end of life vehicles for PCSO use 0 0 0
Obj. 4 Additional 3 Protected Personnel Carriers 0 343,440 343,440
Obj. 5 - Purchase of 5 Pool Cars 0 96,300 96,300
Obj. 5 - Purchase of 5 Additional Pool Cars 0 96,300 96,300
Obj. 6 Retain 6 * 4*4 vehicle 0 0 0

12,419,078 11,535,754 (883,324)

Each of the growth proposals has both a revenue and capital budget implication. In order to provide a
more meaningful analysis of the overall financial impact of each proposal, the capital and revenue costs
have been converted to an annualised equivalent of each proposal and are shown in the table below.
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A more detailed analysis of the costs over the 10 year strategy is provided at Appendix 3.

Annual Annual Annual
Equivalent Equivalent Equivalent
Capital Revenue Combined

Cost Cost Cost
£ £ £
Obj. 3 Retain 12 end of life vehicles for PCSO use 0 7,332 7,332
Obj. 4 Additional 3 Protected Personnel Carriers 19,875 7,833 27,708
Obj. 5 Purchase of 5 Pool Cars 6,429  (13,678) (7,249)
Obj. 5 Purchase of 5 Additional Pool Cars 6,429  (13,678) (7,249)
Obj. 6 Retain 6 * 4*4 vehicle 0 3,666 3,666
Total 32,732 (8,525) 24,207
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6. Vehicle Replacement

Motor vehicles have a limited lifespan dependent upon their use and application and police vehicles, due
to their operational requirement and commitment, have higher than normal levels of wear and tear.

Police vehicles, contributing directly to front line policing (mainly marked vehicles of the Territorial
Policing Command) can operate 24 hours a day, 7 days a week covering annual mileages of up to 50,000
per vehicle.

The Head of Fleet Services operates an on-going annual vehicle replacement and adaptation program
based upon a combination of:

e The vehicles age,
e The vehicles mileage,
e The vehicles condition,

This will ensure the optimum use of the Constabulary assets. The provision of new vehicles will also keep
the fleet up to date with new technology and vehicle safety (e.g. airbags, anti-lock brakes, improved NCAP
ratings and more efficient fuel consumption) and is essential in providing the staff with the resources to
safely carry out their role. It also demonstrates the investment by the Constabulary to front line policing.

The Head of Fleet Services (in conjunction with the Strategic Vehicle Group) will identify a range of
replacement vehicles suitable to perform their role based upon:-

e An operational requirement.

e  Whole life vehicle cost.

e The ability to maintain the vehicle effectively, efficiently and economically either in house, or by
selected external contractors when required.

e Availability through the current Framework Arrangements.

e Approved Procurement Policy and Procedures, incorporating any regional collaboration requirements
where appropriate.

Proposed vehicle replacement criteria (main groups):

Category Time / Allocated Mileage ‘

RPU/ARYV Patrol Car 4 yrs./160,000

Transit 4x4 (will migrate to single platform vehicle) | 5yrs/150,000

CSD Pool Cars 7yrs/84,000

Beat/Rural Arrest Van (single platform vehicle) 6yrs/180,000

Dog Vehicles (single platform vehicle) 6yrs/180,000

RPU Patrol Motorcycle 8yrs/80,000

Protected Personnel Carrier 8yrs/200,000

Covert/Unmarked Vehicles 3yrs to 8yrs (at the discretion of Head of Fleet
Services.)

Vehicles are programmed to be replaced when they reach their time prescribed replacement criteria
however, vehicle life spans are extended beyond this as and when it is economically effective to do so.
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Note: The PCC provided vehicle would currently fall in line with the 3 year replacement strategy for the
Chief Officers, however the standard term of a PCC would be 4 years. It is therefore recommended that
the PCC’s vehicle, when required, is retained for a period of 4 years to align with the PCC’s term of office.

It is proposed to consolidate the replacement and purchases of particular vehicle types in the same year.
This proposal within the replacement programme will provide administrative efficiencies in the
procurement process and operational benefits in the utilisation and management of the fleet.

The proposed replacement programme and the strategy of a single platform vehicle will provide the
added benefits of:

e Extended vehicle life resulting in longer replacement cycles, creating a reduction in the long term
capital expenditure (£1,419k over 10 years)

e The most economic and balance of vehicles in terms of optimising vehicle whole life costs.

e Providing a workload in line with the vehicle maintenance garage capacity.

e Increase vehicle resilience.

7. Vehicle Maintenance Garages

The Constabulary operates its own internal vehicle maintenance garages and technicians to ensure the
legal compliance and security of its vehicles and specialist equipment (Constabulary radios, MDT’s, ANPR
and Covert vehicles). This ensures the fleet is maintained in accordance with industry best practice and
benchmarked against other fleets — both Police and externally, whilst taking account of the unique
requirements of the Constabulary, such as:

e The round-the clock demand for vehicles.

e Maintaining the high standards of service and safety as required within an emergency service.

e Providing the conversion of vehicles to the Constabulary’s operational requirements.

e The compliant installation of the range of after-market equipment fitted to the Constabulary’s
specialised vehicles (e.g. ANPR, ARV and RPU).

e A fleet that meets policing requirements of the 21st Century by the installation of the Mobile Working
Solution for the marked vehicle fleet.

e Notifying departments when their obligatory weekly vehicle checks are not being carried
out/recorded.

These garages are strategically based throughout the County (North at Carlisle, West at Workington and
South at Ulverston soon to be Barrow). All vehicles are procured and managed by the Fleet Services
Department with vehicle maintenance being carried out either internally at 3 Constabulary workshops or
externally by authorised dealerships, when it is operationally and cost effective to do so. The Department
is also focussed on the importance of keeping vehicle maintenance costs at a competitive level without
sacrificing the high standards and quality of service.

A long-term strategy for the fleet department is to reduce its operating costs when it is operationally and
cost effective to do so by reducing the number of Constabulary vehicle maintenance garages. During the
last 10 years, the Fleet Department has reduced from 5 to 4, and then eventually to 3 garages. The latest
review of fleet (2011) looked at a further reduction in the number of garages however; it was found that
it would not be cost and operationally effective to further reduce the number of vehicle maintenance
garages from 3 sites to two, or to a single site, at this time. The potential for further rationalisation of the
garaged estate will continue to be considered jointly with the Estates & Facilities department over the
longer term.
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8. Repairs & Maintenance

Vehicle maintenance can be split into three distinct areas:-

e Scheduled i.e.: Servicing (pre-planned)

e Un-scheduled i.e.: Non-servicing (un-planned/breakdowns etc.)

e Impact damage i.e.: Police Vehicle Collisions

The Constabulary’s ethos is to undertake preventive maintenance (i.e. parts are replaced just before they

are expected to reach the end of their life rather than waiting for them to fail) as this avoids:-

e Costly repairs which can be caused by the knock-on effect of parts failing.

e Excessive vehicle downtimes as parts are replaced whilst a vehicle is in the workshop for scheduled
servicing.

e Demonstrates a safety-conscious approach to vehicle maintenance. This is absolutely critical in a
Police environment where vehicles are used at their limits in terms of payload, speed and availability,
particularly in view of some accidents in other Police Forces which have received adverse high-profile
media coverage.

Service Patterns:

All constabulary vehicles will be:-

e Serviced in accordance to the manufacturers recommended service intervals and schedules.

e Serviced by skilled and trained fleet staff.

e Serviced and repaired with manufacturers original equipment parts.

e Serviced with an additional fleet safety check to capture any areas not covered by the manufacturer’s
schedule and, to ensure the vehicle safely operates within the requirements of a policing service.

As it is not cost effective to repair internally, all the vehicle body repair work (with the exception of very

minor repairs) is out-sourced. The Fleet Services Department will also:

e Manage and organise the repairs of all police vehicles involved in police vehicle collisions.

e Ensure all vehicle body damage is repaired by specialist vehicle repairers who have been suitably
screened to complete this work.

e Ensure all accident damaged vehicles will be examined by us prior to release to the users, ensuring
the overall safety of the repaired vehicle.

e Instruct the body repairers to only fit original manufacturer’s parts to repair accident damaged
vehicles.

e Monitor vehicle downtime for impact damage repairs.

e Collect vehicle accident reports and where necessary, maintaining a regular dialogue with our
Insurers or Representatives.

9. In-House versus Outsourcing

Options for vehicle maintenance and the management of the fleet as a whole could vary from being

carried out entirely in-house, to the whole process being outsourced, or suitable combinations in

between. Historically, an in-house fleet management and vehicle maintenance system has been the
preferred Constabulary option so the majority of servicing and repair work is carried out in-house,
although franchised dealers occasionally carry out warranty work. During times of high workload, some
work may also be out-sourced.
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The Constabulary remains open minded regarding opportunities to outsource totally and/or collaborate
with other Emergency Services and Local Authorities, but only when it is efficient, effective and
economical to do so, and benefits the Constabulary’s policing model.

These options were re-examined during the 2011 Review of fleet and in the short term, there were
minimal cost savings to be made from closing any of the existing garage facilities. Workington and
Ulverston garages are attached to the respective police stations and so cannot be sold separately. Only
utilities costs would be saved by closing either or both of them. Both garages are fully utilised and work
efficiently and are well placed geographically to service the South and West of the county.

e The outsourcing of vehicle servicing, maintenance and repair was also considered by the 2011 Review
of Fleet, but the cheapest labour costs that the Fleet Service Manager could negotiate were £50.00
per hour. The Constabulary’s internal labour costs are only £18.50 (+£10 on-cost) per hour. The
estates considerations mentioned above also apply to this option and there was also a risk when
outsourcing fleet services that security could be compromised. This option was discounted as the
current in- house fleet management and vehicle maintenance system provides:- Priority customer
service.

e Personal contact with the police officers

e Garage technicians that are multi-skilled and have the knowledge of all the Constabulary vehicles and
equipment fitted, e.g. sirens, blue lights, video cameras, MDT’s, ANPR’s and radios.

e Security, as the fleet staff is vetted and ensures that no vehicle or equipment can be compromised.

e Arigorously controlled maintenance regime for Constabulary vehicles, many of which operate at the
extreme limits of their capability and often virtually 24-hours per day.

e A continuing fleet strategy that ensures the majority of the vehicle maintenance remains in-house.
Any out-sourcing of the fleet operation does not take place unless it is cost effective to do so.

e A dedicated Fleet Management to ensure that all Free of Charge warranty repairs will be charged to
the Vehicle Manufacturer, ensuring best value for money.

Outsourcing would:

e Increase some risks as it can imply a lessening of control insofar as maintenance is concerned.

e Create a lack of personal contact with Police Officers.

e Compromise vehicles used by Specialist Crime Support and the Surveillance Team.

e Still require the retention of an in-house team that holds the contractor to account and ensures that
the minimum requirements of the contract are satisfied.

e Give access to Constabulary vehicles which have significant covert technology that we would not
want the wider population to know about, let alone have access to.

e Become just another customer of the 'service-provider' and conflict in priorities which could arise and
would be felt at the sharp-end of Policing. (e.g. if a vehicle needed a new bulb in the light bar or
headlamp, would a service-provider drop everything to fix it while the driver waited — as happens
now — even though other paying customers, paying a higher rate, might be delayed?)

e Be most unlikely that a service-provider would have Technicians with this breadth of knowledge so
some vehicles may need to visit more than one provider to receive a full vehicle/equipment service
adding to turnaround, downtime and costs.

e Have security implications as Airwaves radios, MDT’s and other sensitive equipment would need to
be removed prior to any Constabulary vehicle being outsourced, so an amount of staff would still be
required.

The Constabulary will continue to explore collaborative or outsourced approaches to the provision and
management of the Fleet where appropriate, however for the foreseeable future this would be on an
opportunistic rather than strategically planned basis.
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10. Vehicle Branding (Livery & Logos)

Livery

In April 1998, Cumbria Constabulary carried out an extensive review regarding the new livery and in
August 1998, the policy group’s recommendation was that all Cumbria Constabulary marked vehicles will
operate with the PSDB “Battenberg” livery specification (ref. The Home Office PSDB publication “High
Conspicuity Livery for Police Vehicles” No. 14/04). Although a slight number of changes in design have
been introduced since the introduction of this livery, all Constabulary marked vehicles still comply with
PSDB specifications and is implemented by the Fleet Services Department.

Logos

Vehicle ‘Logos’ are a unique method of identifying the operating Constabulary and are usually in the form
a Crest. Crests will be applied to all marked vehicles as part of the vehicle commissioning process.

11. Health & Safety

The Fleet Services Department and its staff at all times, where reasonable and practicable to do so,
comply with the relevant Force and Departmental Health & Safety Policies and Procedures in place at that
time.

As part of the on-going Fleet Strategy, the Fleet Services Department will ensure that:

e All new vehicles are supplied as fit for purpose in accordance with their operational requirement with
reference to vehicle suitability, condition, safety equipment and ergonomic considerations.

e The commissioning process (both external and internal) of fitting emergency equipment and electrical
devices to police vehicles are compliant to legally operate the vehicle on the public highway.

e Cumbria Constabulary vehicles operate within maximum payloads with tyre pressures set in
accordance with vehicle/tyre manufacturer’s recommendations by providing essential information
within the vehicle logbook.
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12. Value for Money

It is recognised by the Constabulary that Value for Money is a toolkit to help provide efficient, economic
and effective policing within the County.

All UK Police Fleet Managers are members of the National Association of Police Fleet Managers (NAPFM)
and this organisation meets regularly to exchange ideas and best practice. For many years the NAPFM
has worked very closely with the Police Information Technology Organisation (now disbanded), Police
Scientific Development Branch (PSDB), National Framework Arrangement (NFA) and the National
Procurement Centre of Excellence to set up Framework Arrangements for use by all UK police forces, to
simplify the purchase of fleet-related items and procure them at very competitive prices.

As well providing significant cost savings, the arrangements also preclude the need for individual police
forces to tender for these goods and services thus saving an amount of management time, which can be
re-directed more pro-actively elsewhere within the Fleet Services function.

Although the Fleet Services Department is achieving the best deals nationally on virtually all its
expenditure, further savings in support of Value for Money can still be made by : -

e Investigating collaborative opportunities with our regional police forces such as the ‘mini-tender’
process for the procurement and standardisation of vehicles throughout the North West region
where appropriate.

e Operating those vehicles with the best whole-life costs.

e Reviewing and streamlining procedures throughout the Fleet Services Department (e.g. the recent
staffing reductions and re-structure within the vehicle maintenance garages).

e Increasing the utilisation of vehicles (e.g. Single Vehicle Platform Vehicle and Mobile Working
Solutions).

e Concentrating on tasks which add the most value to the Constabulary (e.g. in house repairs and
maintenance which provide a quick turnaround of vehicles in the garage thus reducing downtime).

e The National NAPFM Benchmarking Scheme.

13. Benchmarking

The NAPFM Benchmarking Scheme aims to agree standard ways of defining and measuring costs,
performance, operational efficiency and use of data to suggest improvements to the way each police
force runs its fleet operation.

By continually comparing against each other, and freely sharing data in a secure environment, the best
practices from across the country can be shared and implemented, thereby generating an ethos of
continual improvement.

The results of the 2012/13 benchmarking study indicates that the Constabulary Fleet costs compare well
with other Forces and has identified some areas of possible improvement within fleet. The Head of Fleet
Services has taken account of the information and, reflecting where the area of improvement lies, has
produced an ‘improvement action plan’ to:

e Reduce the vehicle maintenance/repair turnaround time by upgrading the vehicle diagnostic
equipment in the Constabulary vehicle maintenance workshops. This will reduce the reliance on
external garages (dealers) to diagnose faults and will enable fleet to carry out this work in-house,
reducing workshop abstractions.
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14. Environmental Issues

An on-going Fleet Strategy is to strive for a ‘greener’ more efficient fleet in terms of fuel
consumption/miles per gallon and CO2 emissions which could assist in reducing the high potential
increase of the Constabulary fuel budget due to the on-going fuel price increases. Utilising the National
Vehicle Framework Arrangements, has determined a more sustainable series of vehicles, which are more
efficient in terms of fuel consumption, CO2 emissions and contribute towards a ‘greener’ fleet.

The environmental impact of businesses is gradually playing a more significant part in organisational
strategy. Fleet and users can contribute to the reduction of CO2 by:

e Vehicle purchased from manufacturers whom have made major strides in reducing the emissions
from their vehicle manufacturing plants (as well as their vehicles) and, re-cycle a large proportion of
their waste products (as well as making many components on their vehicles recyclable).

e Using the cleanest fuels, cutting out unnecessary journeys and educating drivers in the most fuel-
efficient ways of driving.

e Reducing CO2 (greenhouse gas) emissions by the strategy to switch the majority of the fleet to diesel.

e The National Vehicle Framework Arrangements have also determined a more sustainable series of
vehicles which will be more efficient in terms of fuel consumption and CO2 emissions.

Vehicles operating other fuel sources such as liquid Petroleum Gas (LPG) and Electric have been reviewed
but are unattractive on economic grounds:

Limited range of vehicles available.

Poor residual values.

e Expensive to maintain.

e More expensive than a traditional powered vehicle.

It is widely-believed that Hydrogen Cells (fuel cell) will be the motor fuel of the future - possibly as soon
as 5to 7 years hence, but currently, unavailable in the general market.

Although the current alternative fuel sources may not be suitable both on economic and operational
grounds, future strategies will be to continue monitoring changes in technology and therefore the
Constabulary/Fleet will keep an ‘open mind’ on any future developments in this area.
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Appendices

1. Strategic Vehicle Group — Terms of Reference

The principle objectives of the Strategic Vehicle Group are as follows:

e To consider the vehicle types to be used in particular roles within the Constabulary’s transport fleet to
ensure that they are fit for purpose and match the demands of operational Policing in Cumbria.

e To ensure that the overall size and apportionment of the fleet is appropriate in order to maximise
transport arrangements within the boundaries of reasonable cost.

e To determine a corporate view with regards to the technical make-up of the fleet. This will include
the topics of vehicle markings, emergency role equipment and specialist vehicle conversions or builds.

e To create standardisation within the fleet wherever possible in order to simplify the usage of core
vehicles whilst working to benefit from volume related discounts and advantages.

e To consider the changes necessary to follow manufacturer-lead innovation by capitalising on savings
and efficiencies where appropriate.

e To consider the risks associated with all standard and non-standard fleet operations, determined
through vehicle type or the usage in particular roles.

e To review all aspects of the vehicle fleet use to identify areas for cost savings, increasing standards or
efficiency gains.

This to include fuel usage, mileage covered, collisions and costs, maintenance costs, car cleaning, daily
and weekly checks, carbon emissions information and all associated reports.

General

The group will normally meet on a 3 monthly basis where strategic fleet issues will be discussed as per the
drawn up agenda. This will lead to actions where necessary to re-align the vehicle fleet to core
requirements and it will ensure that the senior management team are kept aware of the vehicle issues at
ground level. Actions undertaken by Fleet Services will be reported back to the group. This will help to
bring a greater understanding of fleet issues to all across the force and ensure that both local and
corporate requirements are understood and met. Meetings may be called more frequently where issues
demand this.

The meetings will be planned in terms of venue, dates and invitations by ACPO secretariat under the
direction of the C/Supt. Territorial Policing Command. A person from this team will take and circulate
minutes and actions to attendees following the meetings.

Inputs

e Constabulary Senior Command Team.

e Uniform Operations management team.

e All major vehicle usage area representatives.

e Fleet Services.

e IT Services

e Driving School

e HQ Finance.

e Procurement (NPIA recommendations/directives.)
e Health and Safety
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Outputs

e Action plans to make direct fleet movements/adjustments and savings.
e Actions to user groups and teams as required.
e Information/reports to area and departmental command teams as necessary.

Membership
The group will consist of the following membership:

e C/Supt. Territorial Policing Command (Chair)

e Director of Corporate Support

e Head of Fleet Services

e Head of Financial Services

e Head of ICT

e Supt. Operations (HQ)

e Crime Command representative

e Strategic Development Manager

e Health and Safety / Risk Manager

e Member of ACPO secretariat as advised (minutes)

The above list may be subject to change in line with the particular matters being discussed and decided at
each meeting. Other force personnel will be invited to raise or discuss particular issues as may be
necessary at that time for their area of fleet affected.
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2. Fleet Capital Programme 10 Years to 2023/24
Yro Yril Yr2 Yr3 Yra Yr5 Yr6 Yr7 Yr8 Yr9 Yr 10 Total
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 Yr1-10
(For Info) £ £ £ £ £ £ £ £ £ £ £
Revised Fleet Strategy (Nov'13) 850,750 924,300 932,600 566,400 1,368,000 414,200 652,100 1,705,400 707,600 746,100 1,294,400 9,311,100
Slippage from 2013/14 into 2014/15 (531,461) 531,461 0 0 0 0 0 0 0 0 0 531,461
Slippage from 2012/13 into 2013/14 195,399 0 0 0 0 0 0 0 0 0 0 0
Move to Single Platform Vehicle (growth) 0 279,339 0 0 0 0 0 0 0 0 0 279,339
Sub Total 514,688 1,735,100 932,600 566,400 1,368,000 414,200 652,100 1,705,400 707,600 746,100 1,294,400 10,121,900
Inflation (2% pa from 2015/16) 0 0 18,652 22,656 82,080 33,136 65,210 204,648 99,064 119,376 232,992 877,814
Total Revised Strategy (Core Fleet) 1,735,100 951,252 589,056 1,450,080 447,336 717,310 1,910,048 865,476 1,527,392 10,999,714
Current Approved Strategy (includes inflation **) 850,750 751,800 1,210,665 1,382,860 1,126,800 989,690 1,095,297 1,099,835 1,307,075 1,656,500 1,267,095 11,887,617
Slippage from 2013/14 into 2014/15 (531,461) 531,461 531,461
Slippage from 2012/13 into 2013/14 195,399 0
Total Currently Approved 514,688 1,283,261 1,210,665 1,382,860 1,126,800 989,690 1,095,297 1,099,835 1,307,075 1,656,500 1,267,095 12,419,078
Increase/(Reduction) on Existing Strategy 0 451,839 (259,413) (793,804) 323,280 (542,354) (377,987) 810,213 (500,411) (791,024) 260,297 (1,419,364)
** note original strategy included inflation of 2.5% per annum. The inflation assumption has now been reduced to 2% pa (approximate saving as a result of change in assumptions £341k)
Growth Bids
Obj. 4 - Purchase of 3 Additional Protected Personnel 0 159,000 0 0 0 0 0 0 0 159,000 0 318,000
Obj. 5 - Purchase of 5 Pool Cars 0 45,000 0 0 0 0 0 0 45,000 0 0 90,000
Obj. 5- Purchase of 5 Additional Pool Cars 0 45,000 0 0 0 0 0 0 45,000 0 0 90,000
Total Growth 0 249,000 0 0 0 0 0 0 90,000 159,000 0 498,000
Inflation (2% pa from 2015/16) 0 0 0 0 0 0 0 0 12,600 25,440 0
Total Growth (Including Inflation) 0 249,000 (1] 0 0 (1] (1] 0 102,600 184,440 (1]
Adjusted Increase/(Reduction) on Existing Strategy 700,839 (259,413) (793,804) 323,280 (542,354) (377,987) 810,213 (397,811) (606,584) 260,297 (883,324)
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3. Fleet Strategy 10 Year Impact of Growth Proposals

Yrl Yr2 Yr3 Yr4 Yr5 Yr6 Yr7 Yr8 Yr9 Yr 10 Total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
£ £ £ £

Obj. 3 - Retain 12 End of Life Vehicles for PCSO Use (assumed retained until 31/03/2016)
Revenue - Insurance Costs 7,332 7,479
Obj. 3 - Net Impact Cost/(Saving) of Proposal 7,332 7,479

Yrl Yr2 Yr3 Yrd Yr5 Yr6 Yr7 Yr8 Yr9 Yr 10 Total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
£ £ £ £ £ £ £ £ £ £

Obj. 4 - Option 1 - Purchase 3 Protected Personnel Carriers

Capital Investment (3 * £53k) 159,000 0 184,440
Revenue - Maintenance Costs 6,000 6,892 7,030
Revenue - Insurance Costs 1,833 2,106 2,148
Obj. 4 - Option 1 - Net Impact Cost/(Saving) of Proposal 166,833 193,618

Note - tables assume 2% inflation (per annum) on all lines
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Yrl Yr2 Yr3 Yrd Yr5 Yr6 Yr7 Yr8 Yr9 Yr 10 Total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
£ £ £ 3 £ 3 £ £ £ 3

Obj. 5 - Option 1 - Purchase 5 Pool Cars

Capital Investment (5 * £9k) 45,000 0 0 0 0 0 0 51,300 0 0 96,300
Revenue - Maintenance Costs 5,000 5,100 5,202 5,306 5,412 5,520 5,631 5,743 5,858 5,975 54,749
Revenue - Insurance Costs 3,055 3,116 3,178 3,242 3,307 3,373 3,440 3,509 3,579 3,651 33,451
Revenue - Saving in Hire Car Costs (19,900) (20,298) (20,704) (21,118) (21,540) (21,971) (22,411) (22,859) (23,316) (23,782) (217,899)
Revenue - Saving in Hire Car Insurance (1,833) (1,870) (1,907) (1,945) (1,984) (2,024) (2,064) (2,106) (2,148) (2,191) (20,071)
Revenue - Resale Value of Vehicles 0 0 0 0 0 0 0 (8,915) 0 0 (8,915)
Obj. 5 - Option 1- Net Impact Cost/(Saving) of Proposal 31,322 (13,952) (14,231) (14,515) (14,806) (15,102) (15,404) 26,673 (16,026) (16,346) (62,385)

Yrl Yr2 Yr3 Yrd Yr5 Yr6 Yr7 Yr8 Yr9 Yr 10 Total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
£ £ £ 3 £ 3 £ £ £ 3

Obj. 5 - Option 2 - Purchase Additional 5 Pool Cars

Capital Investment (5 * £9k) 45,000 0 0 0 0 0 0 51,300 0 0 96,300
Revenue - Maintenance Costs 5,000 5,100 5,202 5,306 5,412 5,520 5,631 5,743 5,858 5,975 54,749
Revenue - Insurance Costs 3,055 3,116 3,178 3,242 3,307 3,373 3,440 3,509 3,579 3,651 33,451
Revenue - Saving in Hire Car Costs (19,900) (20,298) (20,704) (21,118) (21,540) (21,971) (22,411) (22,859) (23,316) (23,782) (217,899)
Revenue - Saving in Hire Car Insurance (1,833) (1,870) (1,907) (1,945) (1,984) (2,024) (2,064) (2,106) (2,148) (2,191) (20,071)
Revenue - Resale Value of Vehicles 0 0 0 0 0 0 0 (8,915) 0 0 (8,915)

Obj. 5- Option 2 - Net Impact Cost/(Saving) of Proposal 31,322 (13,952) (14,231) (14,515) (14,806) (15,102) (15,404) 26,673 (16,026) (16,346) (62,385)

Yrl Yr2 Yr3 Yr4 Yr5 Yr6 Yr7 Yr8 Yr9 Yr10 Total
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
£ £ £ £

Obj. 6 - Retain 6 End of Life 4*4 Vehicles (assumed retained until 31/03/2016)
Revenue - Insurance Costs 3,666 3,739
Obj. 6 - Net Impact Cost/(Saving) of Proposal 3,666 3,739
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‘ REQUEST FOR POLICE & CRIME COMMISSIONER DECISION - (N° 008/2016)

\ TITLE: Cumbria Constabulary ICT Strategy 2015 — 2019 (November 2015 Update).

Executive Summary:

The ICT Strategy 2015 — 2019 developed by Cumbria Constabulary was approved by the Police and
Crime Commissioner on 13 February 2015.

This covering paper provides an overview of the revised November 2015 update of the strategy
which is attached for consideration by the Police and Crime Commissioner in-line with the annual
budget setting process.

The ICT Strategy is designed to be a live document that is continually updated as part of the
implementation of the strategy. As the business requirements of the Constabulary change, the
strategy will be updated to reflect this.

Recommendation:

The Commissioner is asked to approve the ICT Strategy 2015 — 2019 (November 2015 Update) to
endorse the continuation of delivery against the Key Strategic Objectives detailed within the
strategy.

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(s) above

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

SINALUIE: ..eeeeeeeceeeeceererreeresreeresreaeessnasessnneesessnnesssnnenans Date: ...ccceevreereeenne




PART 1 - NON CONFIDENTIAL FACTS AND ADVICE TO THE PCC

1.

1.1.

1.2.

1.3.

2.1.

2.2.

2.3.

2.4.

Introduction & Background

The ICT strategy was approved by Chief Officers and the Police & Crime Commissioner for
Cumbria in February 2015 and will be refreshed every four years with annual updates as
required.

This is the first such annual update which primarily takes account of progress that has been
made during 2015. No significant changes are made to the overall ICT Strategy which
remains robust. The ICT strategy will be refreshed at the end of 4 years or when there is a
significant change to Police and Crime Plan Priorities whichever is the sooner.

The financial plans have been revised as the various initiatives progress and is in accordance
with the future capital & revenue budget proposals.

Issues for Consideration

The 2015-19 ICT Strategy was developed, as part of the wider Constabulary Business Plan,
to actively enable the Constabulary to Keep Cumbria Safe and to support the priorities set
out in the Police & Crime Commissioner’s Police and Crime Plan 2013 — 2017. It specifically
focuses on supporting both the Change Programme and the delivery of an effective policing
strategy within the challenging budgetary constraints.

The strategy details and builds on the work undertaken by ICT in relation to the core ICT
infrastructure, solutions and applications delivery to all areas of the organisation. The
report gives a summary of where and what has been delivered to date as well as an
indication of challenges facing ICT delivery going forward.

The ICT Strategy aims to provide a link between the strategic objectives of the organisation
and the priorities for the ICT Service. It outlines the current and future requirements for ICT
and documents the measures and changes that are required to meet these.

The strategy outlines seven key priority areas of delivery as detailed below. A summary of
progress made since the strategy was approved by the Commissioner is included against
each strategic theme:

e Maintaining the operability (Business As Usual) of existing applications and systems.

o There has been no major unplanned loss of service incidents or security breach in
2015.

o A major technical upgrade of SLEUTH was undertaken in 2015 to ensure continuity
of service pending Red Sigma deployment.

o ICT supported the successful move to the new Barrow HQ, taking the opportunity to
upgrade local infrastructure to meet current business requirements. ICT will
continue to support the Estates Strategy in 2016.

e Ensuring that the replacement of Capital infrastructure, in line with the agreed capital
budget forecast, is undertaken to preserve operational service.
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In 2015 the Constabulary’s secondary data centre was migrated from Workington to
Durranhill, alongside an upgrade of components of the technical infrastructure.
Procurement of replacement Data Centre infrastructure (Converged Infrastructure)
and replacement WAN infrastructure is underway for implementation in 2016. Both
of these initiatives will deliver savings/efficiencies.

The development of a full multi-agency technical requirement for the Strategic Co-
ordination Center.

To significantly enhance the Constabulary’s Mobile Working solution in support of

operational officers and staff.

o

During 2015, 1400 Samsung Galaxy devices have been deployed to all Officers,
PCSO’s and selected police staff. The devices provide a mix of commercial and
bespoke police “apps” and can provide services “offline” addressing coverage issues.
Constabulary Wi-Fi infrastructure has been significantly expanded during 2015.

In 2016, the Constabulary will be deploying tablet/laptop devices to “flex” workers
and providing additional policing and commercial “apps” for both Samsung Galaxy &
laptop/tablet devices.

To enable Digital Working across a broad range of our processes, in particular to

support the CJS Efficiency/Digital 1st Programmes and deliver Enterprise Content

Management.

o

The deployment of Police Works Case & Custody system and policing “Apps” on the
Samsung Galaxy devices has further digitised Criminal Justice processes.

A Digital Repository System (Apex) to hold evidence and other digital information is
being piloted prior to deployment in 2016.

Work is progressing to deliver the ICT capability to support transition to the
Command & Control way of operational working.

ICT supported the first stage of the strategy (NPT Restructure) in September,
including deployment of approx.. 900 new radios to operational officers and the
introduction of more efficient talk groups.

The Constabulary are are preparing for the next stage of the strategy for deployment
in April 2016.

To implement, renew or replace Core Systems & Applications where they no longer

meet Constabulary needs or where new capability is required. This includes both local

and national systems.

©)

©)

©)

The NSPIS Case & Custody system was replaced by Police Works in November 2015.
During 2015 Cumbria migrated to the Public Services Network (PSN) from CJX.

The Child Abuse Image Database (CAID) was also implemented in accordance with
challenging national timescales.

During 2016, work will start to replace key national systems including Airwave
(replaced by Emergency Services Network), ANPR and HOLMES.

Locally work will continue on Red Sigma (SLEUTH replacement) and to confirm
business requirements for HR, Finance & Duties Management systems.
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2.5.

2.6.

3.1.

4.1.

5.1.

5.2.

6.1.

o In support of the Regional agenda, Cumbria is now hosting services. Firearms began
to be brought on line in 2015 along with Public Order.
e To significantly Reduce the Cost of ICT provision by 2018.
o ICT has now delivered savings of £3.1m (target £2.25m) which represents a 41%
reduction against the 2010 the base cost of ICT provision.

It is clear that the reliance on technology within the Constabulary is now higher than at any
other time and therefore the strategy focuses on building solutions that are portable, cost
effective and deliver operational policing systems and applications to all users whilst
controlling implementation and on-going revenue budgets accordingly.

During 2015 ICT Project Management methods have been benchmarked by Bluelight
Consulting against other similar organisations and have come out well above average. The
methods have also been subject to an internal audit which concluded “there is substantial
assurance and no recommendations (for actions)”.

Financial Comments

The strategy has been produced in full consultation with the Financial Services department
with all information included within the future capital and revenue programme.

Legal Comments

There are no specific implications although to progress some of the objectives there will be
a requirement for the Legal Services department to be consulted and offer professional
support. This will be formulated as specific work progresses and the ICT department works
closely with the Senior Legal Advisor on ICT matters advising on current and emerging areas
of work.

Risk Implications

Specific risks are documented within the ICT risk register and recorded within the project
documentation of each project / objectives.

There are a number challenges faced by the ICT department in order to achieve successful
delivery of the ICT strategy in support of Constabulary priorities. ICT workloads and
priorities are being closely monitored, along with Change Programme activities and the
Skills & Leadership programme, through a programme of weekly gold command meetings
chaired by the Deputy Chief Constable throughout 2015/16.

HR / Equality Comments
None identified with the endorsement and approval of the Strategy. Each objective set out

within the Strategy will be assessed individually as these proceed to become individual
projects.



7. ICT Comments
7.1.  None, strategy produced by the ICT department.
8. Procurement Comments

8.1. The ICT department work closely with the Procurement Team when procuring goods and
services. Larger projects are undertaken in conjunction with the Head of Procurement who
is fully is involved with the process and forms part of the Tender and Contracts Evaluating
Panel.

9. Backgrounds / supporting papers
(List any relevant business case, EIA, PID, Media Strategy and append to this form; list persons consulted
during the preparation of the report)

e Cumbria ICT Strategy 2015 — 2019 — Nov 2015 Update — V1.1 — Part 2.

Persons Consulted:

e The Extended Chief Officer Group

e Stephen Kirkpatrick, Director of Corporate Support
e Members of Corporate Support SMT

Financial Services

Public Access to Information

Information in this form is subject to the Freedom of Information Act 2000 (FOIA) and other
legislation. Part 1 of this form will be made available on the PCC website within 3 working days of
approval. Any facts/advice/recommendations that should not be made automatically available on
request should not be included in Part 1 but instead on the separate Part 2 form. Deferment is
only applicable where release before that date would not compromise the implementation of the
decision being approved.

Is the publication of this form to be deferred? NO
If yes, for what reason:

Until what date (if known):

Is there a Part 2 form - YES

Appendix — The ICT Strategy contains commercially & operationally sensitive information regarding
the OPCC and Constabulary business affairs and the prevention and detection of crime.




ORIGINATING OFFICER DECLARATION:

| confirm that this report has been considered by the Chief Officer Group and that relevant
financial, legal and equalities advice has been taken into account in the preparation of this report.

Signed: S. Kirkpatrick Date: 15" February 2016

OPCC OFFICER APPROVAL

Chief-Executive / Deputy Chief Executive (delete as appropriate)

| have been consulted about the proposal and confirm that financial, legal and equalities advice has
been taken into account in the preparation of this report. | am satisfied that this is an appropriate
request to be submitted to the Police and Crime Commissioner / Chief Executive (delete as
appropriate).

Signature: R. Hunter Date: 15" February 2016

Media Strategy
The decision taken by the Police & Crime Commissioner may require a press announcement or
media strategy.

Will a press release be required following the decision being considered? NO

If yes, has a media strategy been formulated? N/A
Is the media strategy attached? N/A
What is the proposed date of the press release:
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| REQUEST FOR POLICE & CRIME COMMISSIONER DECISION - (N° 009 / 2016)

| TITLE: Approval of the Capital Strategy 2016/17 and Beyond

Executive Summary:

The purpose of this report is to provide information on the proposed capital programme for 2016/17 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.

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.

Recommendation:

1.1. The Commissioner is asked to approve the capital strategy for 2016/17 and beyond as part of the

overall budget process for 2016/17.

1.2. The Commissioner is asked to approve the status of capital projects as outlined in paragraph 3.12

and as detailed in the appendices 2 to 5.
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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 Office of the Police and
Crime Commissioner

Title: Capital Strategy 2016/17 & Beyond

PCC Executive Board Meeting 24 February 2016

Report of the PCC Chief Finance Officer

Originating Officers: Michelle Bellis, Deputy Chief Finance Officer

Lorraine Holme, Principal Financial Services Officer

1. Purpose of the Report

1.1. The purpose of this report is to provide information on the proposed capital programme for 2016/17
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. The Commissioner is asked to approve the capital strategy for 2016/17 and beyond as part of the

overall budget process for 2016/17.

2.2. The Commissioner is asked to approve the status of capital projects as outlined in paragraph 3.12

and as detailed in the appendices 2 to 5.
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3. Capital Funding and Expenditure

3.1. 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.

3.2. 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.
3.3. 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 (2016/17 to

2019/20).

Capital Expenditure &

Financing 2016/17 2017/18 2018/19 2019/20
£000's £000's £000's £000's

Capital Expenditure

ICT Schemes 4,440 4,753 1,398 1,759
Fleet Schemes 799 1,449 529 637
Estates Schemes 1,591 3,634 4,757 6,805
Other Schemes 54 0 0 0
Total Capital Expenditure 6,883 9,836 6,684 9,201
Capital Financing

Capital Receipts 0 0 898 0
Contributions from Revenue 1,534 1,573 1,555 1,534
Capital Grants 1,945 6,336 2,303 811
Capital Reserves 3,305 1,927 1,928 6,857
Borrowing 100 0 0 0
Total Capital Financing 6,883 9,836 6,684 9,201
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3.4.

3.5.

3.6.

3.7.

The profile of capital expenditure fluctuates annually. Across the current four year programme,
annual average expenditure typically comprises £0.9m to replace fleet vehicles, £4.2m on estate
schemes and around £3.1m for replacement of ICT systems and equipment. ICT Expenditure reflects
the Constabulary strategy to invest in technology to modernise the police service and support
sustainability over the longer term as well as the heavy reliance on ICT to deliver operational

policing.

Funding for the capital programme historically has been largely dependent on capital grants and
capital reserves, supported by an annual contribution to capital from the revenue budget of £1.2m
per annum. By the end of 2018/19 historic capital grant and general capital reserves will have been
fully utilised. This means that the capital programme from 2019/20 is heavily reliant on revenue
contributions to fund capital expenditure. Revenue contributions to capital have been increased by
£2m in 2019/20, £1.7m in 2020/21 and £1.3m per annum thereafter to ensure the stability of the
capital programme over the longer 10 year capital strategy. The provisional funding settlement
figures announced on 17 December did not include detailed information regarding capital
settlements (these are to be announced as part of the final settlement in February 2016), the funding
analysis did suggest however that the capital grant figures would reduce by 40%. The forecast for
capital grant from 2016/17 has therefore been reduced accordingly to an estimated £426k per
annum from 2016/17.

A summary of the 10 year capital programme is provided for information at Appendix 1. The
appendix shows that the capital programme is now fully funded over the ten year period to 2025/26.
Over the later years of the programme this funding is heavily dependent on revenue contributions
with capital grants supporting on average only 13% of the cost of the programme. The appendix
shows that in years 5-10 of the programme there are some shortfalls and excesses which balance out
over time. The detailed figures over the longer term will be subject to some refinement which will

address these in year differences.

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 expenditu