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Dr Christopher Kemp | Ms Lisa Neal South Norfolk Council

Ms Sharon Brooks (no substitute member) | Co-opted Independent Member
Mr Alexander D (no substitute member) | Co-opted Independent Member
Sommerville, CPM

For further details and general enquiries about this agenda
please contact the Committee Officer:
Sonya Blythe on 01603 223029
or email committees@norfolk.gov.uk

Agenda

1. To receive apologies and details of any substitute members
attending

2. Declarations of Interest
Norfolk County Council and Independent Co-opted Members

If you have a Disclosable Pecuniary Interest in a matter to be
considered at the meeting and that interest is on your Register of
Interests you must not speak or vote on the matter. It is recommended
that you declare that interest but it is not a legal requirement.

If you have a Disclosable Pecuniary Interest in a matter to be
considered at the meeting and that interest is not on your Register of
Interests you must declare that interest at the meeting and not speak
or vote on the matter

In either case you may remain in the room where the meeting is taking
place. If you consider that it would be inappropriate in the
circumstances to remain in the room, you may leave the room while
the matter is dealt with.

If you do not have a Disclosable Pecuniary Interest you may
nevertheless have an Other Interest in a matter to be discussed if it
affects:

- your well being or financial position

- that of your family or close friends

- that of a club or society in which you have a management role

- that of another public body of which you are a member to a greater
extent than others in your ward.
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If that is the case then you must declare such an interest but can
speak and vote on the matter.

District Council representatives will be bound by their own
District Council Code of Conduct.

3. To receive any items of business which the Chairman decides
should be considered as a matter of urgency

4. Minutes (Page D)

To confirm the minutes of the meeting held on 25 November 2013

5.  Police and Crime Commissioner for Norfolk’s Proposed Precept (Page 10)

for 2014-15

To review the Police and Crime Commissioner for Norfolk’s proposed
precept for 2014-15.

6.  Complaints Monitoring Report (Page 66)

To consider the regular monitoring information.

7.  Work Programme 2014-15 (Page 69)

To consider a work programme for 2014-15.

Date Agenda Published: Thursday 23 January 2014
All enquiries to:

Sonya Blythe

Norfolk County Council,
Democratic Services,

County Hall,

Martineau Lane,

Norwich, NR1 2DH

Tel. 01603 223029

Fax. 01603 224377

Email committees@norfolk.gov.uk

|N A If you need this document in large print, audio, Braille,

alternative format or in a different language please
N TRAN contact 0344 800 8020 or 0344 800 8011 (textphone)
communication for all  gand we will do our best to help.
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Norfolk Police and Crime Panel

Minutes of the Meeting Held on Monday 25 November 2013 at 3.00 p.m

County Hall, Norwich

Main Panel Members Present:

Dr Christopher Kemp (Vice-Chairman
in the Chair)

Mr William Richmond

Mr lan Graham

Mr Lee Sutton

Mr Brian Long

Dr A Boswell

Michael Chenery of Horsbrugh

Mr Richard Shepherd

Mr Paul Kendrick

Ms Sharon Brooks

Mr Alexander Sommerville CPM, MA

Officers Present
Mrs Susan Farrell
Mr Greg Insull
Mrs Jo Martin

Others Present

South Norfolk Council

Breckland District Council

Broadland District Council

Great Yarmouth Borough Council
King’s Lynn and West Norfolk Council
Norfolk County Council

Norfolk County Council

North Norfolk District Council

Norwich City Council

Co-opted Independent Member

Co Opted Independent Member

Democratic Support Manager
Assistant Head of Democratic Services
Scrutiny Support Manager

Mr Stephen Bett
Mr Mark Stokes

Mr John Hummersone

Police & Crime Commissioner for Norfolk

Police & Crime Commissioner for Norfolk’s Chief
Executive

Candidate, Chief Finance Officer

To receive apologies and details of any substitute members attending

Apologies were received from Alec Byrne (Michael Chenery of Horsbrugh

To receive any items of business which the Chairman decides should be

1.
1.1
substitute), Mr Brian Hannah, Norfolk County Council.
2 Members to Declare any Interests
2.1 None.
3
considered as a matter of urgency
3.1

The Chairman advised that there were no urgent items of business to consider.
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5.5

5.6

5.7

Minutes of the meeting held on 25 October 2013

The minutes of the meeting held on 25 October 2013 were confirmed as a correct
record and signed by the Chairman, subject to it being noted that Mr Somerville
was present at that meeting.

Confirmation Hearing for the Police and Crime Commissioner for Norfolk’s
proposed Chief Finance Officer appointment

The Chairman invited the Commissioner to introduce the preferred nominee.

The Commissioner explained that the current Chief Finance Officer, Bob
Summers, retired in January 2014. This was a statutory appointment and the
candidate, Mr John Hummerson would play a key role in all financial matters. Mr
Hummersone was an outstanding candidate and the decision to appoint him was
unanimous.

The following question was addressed to Mr Betts and answered by him.

Q. Are you satisfied that a part-time appointment is appropriate and will be
sufficient to cover all the duties of the post?

A. A part time appointment was adequate enough for the job that was required. If
there was seen to be a requirement at a future date, resulting possibly from
additional activities imposed by government, then this would be reconsidered but
there was no need for change at this moment in time.

The following questions were put to Mr Hummersone.
Q. What are the key responsibilities of the role?

A. There is a statutory responsibility set out in the Code of Practice underpinning
the Act and the role entails being the Commissioner’s main financial adviser. The
primary aim will be to establish financial arrangements for the medium and longer
term. He added that his role was also to ensure systems of internal control,
probity etc used by the force were fit for purpose, worked well and were efficient.

Q. What are the strengths and experience that you will bring to the role?

A. | was appointed as Treasurer to Cambridgeshire Police in 2005 and had many
years with three different Chairmen of the Police Authority, and worked with the
newly appointed Commissioner. | am a qualified Chartered Accountant. When
joining Cambridgeshire, it was in a different place than today and needed
improvement. As a direct result of my work, the Authority is in a much better
place. | have a good knowledge of police and policing.

Q. What is the approach you will take to supporting the Commissioner in handling
the current and future unprecedented financial challenges? Give examples of the
methods which may help you?

A. I will be ensuring that the Authority’s treasury management strategy is sound. |
will be in discussions with the auditors and am fully aware of the significant
challenges which are arising for the Commissioner. There is an unprecedented
financial challenge facing the public sector as a whole and my role will be to
ensure that the Commissioner is advised about all options available to him and
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5.12
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5.14

the risks associated with them; and to support the Commissioner through making
his choices.

Q.? What is your understanding of the separation of duties between the
Commissioner and the Chief Constable? How would you handle it if the Chief
Executive and Commissioner chose to go down different pathways?

A. I am clear on the statutory responsibilities of the two roles but am aware there
can be tensions at times. My role is to support the Commissioner — it is my
signature on the accounts. | am conscious that there is a need to work
collaboratively.

Q. How they you support the Commissioner in holding the Chief Constable to
account?

A. The Commissioner is supported by the Chief Financial Officer and needs to be
well briefed so he is in a position to ask challenging questions. There is a need to
work in partnership and the public should understand the reasoning and approach
taken to issues by both the Chief Constable and Commissioner.

Q. How will you support the Commissioner in maintaining the successful
collaboration with Suffolk?

A. | am aware of plans to establish partnership working between Norfolk and
Suffolk. Cambridgeshire was in partnership with Berkshire and Hertfordshire
Police Authorities. Collaboration is become increasingly important as austerity
bites. | would work closely with the Chief Finance Officer at Suffolk.

Q. What sort of Chief Finance Officer (CFO) might you be — a terrier or a
reactive?

A. I will get on and find out the detail of what’s happening. Time will be spent
establishing the fundamental processes — it’s important to do so.

Q. How do you see the role of the PCP in confirming the Commissioner's budget
and plan, and how do you propose to advise the PCP on the financial issues?

A. The CFO provides the checks and balances for holding individuals to account.
You need to understand the context of issues and | would want to work with the
Panel. | am keen to see what’s happened to date and if | can add anything to that
information. | would want you as a Panel to be well briefed on all risk and issues,
and the route that the Commissioner has taken to arrive at his decision.

Q. How would you reconcile your higher professional duty with your ordinary duty
to the Commissioner, giving an example of how you may have handled any such
conflict in the past?

A. | cannot think of an example where | have faced a conflict of interest between
my professional role and the work | have undertaken in holding the office of
Finance Officer. If | were faced with such a situation in the future, | might seek
advice from colleagues within my profession.

Q. How will you be occupying the remainder of you week — do you have other
employment?
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A. | have no other paid employment other than charitable work.
Q. Can you work from home?

A. Yes.
Q. What challenges do you see ahead and how will you respond to them?

A. The challenge will be to get through this period of austerity. The work ahead is
a bit daunting but | have a track record of meeting such challenges. | am proud
of my working in making information accessible to the public. | have never had
any unqualified accounts.

Q. Do you regard the extract from your application form at Appendix D as being a
fair summary and is there anything you wish to highlight? Could you clarify what
you mean by “and some loss of sovereignty”?

A. Nothing to add to my application. There may be some loss of sovereignty if
forces are to merge in future. As an individual | will bring more to the job than
pure financial skills.

Exclusion of the public

The Panel was advised that, with regard to item 7, where the outcome of the
hearing would be discussed, the Panel would need to consider whether to
exclude the public for the consideration of the report.

The Scrutiny Support Manager presented the public interest test, as required by
the 2006 Access to Information Regulations for the consideration of the Panel as
follows:

e In order to take the best and most informed decision that they can, Panel
Members need space to consider and discuss the suitability of the candidate
for the role without feeling constrained by the presence of the public and
press.

e The Panel’s decision, and the reasons for it, will be released into the public
domain in due course and the delay in doing so is not critical to the public
interest.

RESOLVED that the public be excluded whilst the hearing was considered.

Confirmation Hearing for the Police and Crime Commissioners for Norfolk’s
proposed Chief Finance Officer appointment

The Panel considered the proposed appointment and unanimously RESOLVED:

1) to recommend that Mr Bett should proceed in appointing Mr Hummersone
to the position of Chief Finance Officer. The Vice Chairman would confirm
this in writing.

2) That, according to the local PCP-PCC protocol, its report to the
Commissioner would remain confidential until co-ordination of media
releases had been discussed with the Commissioner’s Office.



8 Return to public session

9. Forward Work Programme.

9.1 The Chairman highlighted that, in order to provide reassurance to the public, the
Commissioner had instructed his Chief Executive to review all internal control
procedures relating to expense claims. This process will be undertaken
independently by the Internal Auditors PriceWaterhouseCoopers (PwC). Their
report will be made available to the Panel and, if required, the Internal Auditors will
be available to answer questions from members of the Panel.

The Panel agreed:

1) That a Sub-Panel of 4 members (Mr Richmond, Mr Foulger, Mr Sutton and
Dr Boswell) be set up to review the auditor’s report and decide whether it
needs to meet the auditors and if necessary; report back to the Panel.

2) Should Members involved in the handling of any complaints feel that such
a review could prejudice that process; the review should take place
following the resolution of those complaints.

9.2 The forward work programme for the remainder of the year was noted. It was
explained that the Panel may wish to amend it following its 13 December
workshop.

The meeting closed at 3.50 pm

CHAIRMAN

IN A If you need this document in large print, audio, Braille,

v TRAN alternative format or in a different language please
contact Democratic Services on 0344 800 8020 or 0344

800 8011 (textphone) and we will do our best to help.

communication for all
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Police and Crime Commissioner for Norfolk’s Proposed Precept for 2014-15

Suggested approach from Jo Martin, Scrutiny Support Manager

The Panel is recommended to:

1)  Note the Police and Crime Commissioner for Norfolk’s proposed Revenue Budget
and Capital Programme for 2014-15 and Medium-Term Financial Strategy 2014-15 to
2017-18.

2) Decide whether or not it supports the Police and Crime Commissioner for Norfolk’s
proposed precept for 2014-15 and agree the content of the Panel’s report which must
be made to the Commissioner.

3) Agree to meet at 10am on 13 February 2014 to review a revised precept proposal,
should it decide to veto the precept proposal at today’s meeting.

1. Background

1.1 The Police Reform and Social Responsibility Act 2011 (“the Act”) requires the
Police and Crime Panel (“the Panel”) to review the Police and Crime
Commissioner for Norfolk’s proposed precept (the amount he wants to raise
from Council Tax) for the forthcoming financial year.

1.2  The Regulations require:

e the Police and Crime Commissioner to notify the Panel of his/her proposed
precept by 1 February 2014;

e the Panel to review and make a report to the Commissioner on the
proposed precept (whether it vetoes the precept or not) by 8 February
2014;

e where the Panel vetoes the precept, the Commissioner is to have regard to
and respond to the Panel’s report, and publish his/her response, including
the revised precept, by 15 February 2014;

e the Panel, on receipt of a response from the Commissioner notifying it of
his/her revised precept, to review the revised precept and make a second
report to the Commissioner by 22 February 2014;

e the Commissioner to have regard to and respond to the Panel’s second
report and publish his/her response by 1 March 2014.

1.3  The Panel may only veto the first proposed precept. For that purpose, the
Panel must vote in favour of using its veto by the required majority of at least
two-thirds of the Panel’s membership (8 or more members). Where a veto
occurs, the report to the Commissioner must include a statement to that effect.

10
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If the Panel fails to report to the Commissioner by 8 February 2014 the scrutiny
process comes to an end, even if the Panel has voted to veto the proposed
precept, and the Commissioner may issue his proposed precept.

The proposed precept for 2014-15

The Police and Crime Commissioner for Norfolk (“the Commissioner”) is
proposing to increase the police and crime element of the council tax in 2014-
15 by a maximum of 1.97% (£3.96 per annum) to £204.75 at Band D, subject
to determination by the Government of the referendum trigger. He is
recommending this increase as his preferred option for 2014-15 on the basis
that:

a) It needs to be set not as a one-off decision in relation to next year, but
as part of a strategy in relation to policing over the medium to long-term.
b) The budget proposals are consistent with the Commissioner’s 10 point

pledge and the Police and Crime Plan for 2014-15, which is being
prepared and will have 3 key strategic objectives (see paragraph 1.3 of
Annex A).

C) The Constabulary faces considerable service pressures including
significantly increased demand in the area of vulnerability in the wake of
recently discovered and nationally well publicised abuse cases.

d) Advice from the Chief Constable has been considered alongside views
from the community, key stakeholders and public sector bodies in the
police, community safety and local criminal justice areas.

The Commissioner’s report to the Panel, setting out his precept options for
2014-15, is attached at Annex A of this report. It sets out the reasons for the
Commissioner’s preferred option and the proposed increase in precept for
2014-15, and includes the following detailed supporting information:

Appendix A Analysis of changes to the 2013-14 base budget

Appendix B Proposed Capital Programme 2014-15 to 2017-18

Appendix C  Forecast movement in general balances and earmarked
reserves 2014-15t0 2017-18

Appendix D  Prudential Code Indicators 2014-15, 2015-16, 2016-17

Appendix E  Annual Investment And Treasury Management Strategy 2014-
15

Appendix F  Minimum Revenue Provision Statement 2014-15

Appendix G Medium-Term Financial Plan Option 1

Appendix H Medium-Term Financial Plan Option 2

Appendix | Medium-Term Financial Plan Option 3

AppendixJ  Precept Options 2014-15 as per Option 1

Appendix K Precept Options 2014-15 as per Option 2

Appendix L  Precept Options 2014-15 as per Option 3

The Panel will wish to note the Commissioner’s funding and financial strategies
as background information for its consideration of the proposed precept. It is
not required to approve the budget or make recommendations on the allocation
of resources.

The funding and financial strategies are based on the provisional grant

11
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3.3

settlement announced by the Home Office on 19 December 2013, the latest
estimates of tax base and collection fund positions from the seven billing
authorities and the Commissioner and Chief Constable’s proposed budget and
saving plans for 2014-15.

In preparing the Revenue Budget and Capital Programme for 2014-15 and his
Medium-Term Financial Strategy 2014-15 to 2017-18, the Commissioner and
Chief Constable and their respective Chief Financial Officers have followed the
requirements of the Financial Management Code of Practice. Consideration
has been given to the robustness of budget estimates and saving proposals,
and the level of resources needed to meet the Strategic Policing Requirement
and deliver a Police and Crime Plan for Norfolk.

The Chief Finance Officers have advised the Commissioner and Chief
Constable on the level of risk and the adequacy of reserves in preparing the
draft budget proposals. These are referred to throughout the report.

The final budget for 2014-15 will be agreed by the Commissioner in February
2014 when the final grant settlement is announced and confirmation of tax
base collection fund position from billing authorities is received (before 31
January 2014). Should any change be necessary this will be dealt with by a
transfer to or from the General Reserve, and the precept will therefore be
unaffected.

The Panel will wish to note that the Commissioner’s budget consultation is due
to close on Wednesday 29 January 2014. An overview of the feedback
received so far is included at paragraph 4 of Annex A to this report, but a full
summary will be presented to the Panel at its meeting.

Suggested approach

The Police and Crime Commissioner for Norfolk and his Deputy will attend the
meeting to answer the Panel’s questions and will be supported by members of
his staff, including his Chief Executive and Chief Finance Officer.

Norfolk County Council’'s Head of Finance will attend to provide independent
financial advice to the Panel if required. He has considered the financial
assumptions underpinning the Commissioner’s budget proposals for 2014-15
and beyond and has discussed these with the Commissioner’s Chief Finance
Officer. The assumptions are considered to be reasonable and realistic in light
of the current understanding of future funding levels, but will need to be kept
under continued review, particularly in light of the next Government Spending
Review.

After the Commissioner has presented his report, the Panel may wish to
question him on the following areas:

a) The options and implications that have been considered in formulating
the proposed precept, including the government offer of a ‘freeze’ grant.

b) The Commissioner’s rationale for increasing the precept and clarification
of the use to which the additional precept income is to be put.

12
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How the proposed precept aligns with the resources required to fulfil the
Police and Crime Plan.

Progress with efficiency savings arising from the current Comprehensive
Spending Review period (2011-15), collaboration and the Challenge
Programme.

The level of risk and the adequacy of reserves in preparing the draft
budget proposals.

The affordability of the capital programme, which is being funded mainly
from borrowing.

How the Commissioner plans to address the projected significant
funding shortfall in 2016-17 and beyond when the Budget Support
Reserve is anticipated to run out.

The key messages received through consultation.

The implications for partnership working.

Commissioning intentions and the Community Safety Fund Crime and
Disorder Reduction Grants 2014-15.

Possible outcomes from reviewing the proposed precept

At the end of its review, the Panel must make a report to the Commissioner
setting out whether or not it supports the proposed precept for 2014-15. This
report must be published.

The Panel could:

a)

b)

Support the proposed precept without qualification or comment.

Support the proposed precept, but express reservations clearly stating
the reasons why and, if appropriate, make recommendations to the
Commissioner for his consideration.

Agree not to support the precept and to set out the reasons why, but fall
short of exercising the veto against it.

Veto the proposed precept, stating whether this is because it is:

e too high (in which case the revised precept must be lower than the
previously proposed precept)

e too low (in which case the revised precept must be higher than the
previously proposed precept).

Vetoing the proposed precept would require at least 8 members of the
Panel to vote in favour.

13
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Reviewing a revised precept

Should the Panel decide to veto the original precept proposal, it is suggested
that the Panel should agree to meet at 10am on 13 February 2014 to review
the revised precept proposal.

On receipt of a response from the Commissioner notifying the Panel of a
revised precept proposal, the Panel must review the revised precept proposal
and make a second report to the Commissioner by 22 February 2014. This
report may:

a) Indicate whether the Panel accepts or rejects the revised precept
(although rejection does not prevent the Commissioner from issuing the
revised precept).

b) . Make recommendations, including recommendations on the precept that
should be issued.

If the Panel fails to make a second report to the Commissioner by 22 February
2014, the Commissioner may issue his revised precept.

Action

The Panel is recommended to:

1)  Note the Police and Crime Commissioner for Norfolk’s proposed Revenue
Budget and Capital Programme for 2014-15 and Medium-Term Financial
Strategy 2014-15 to 2017-18.

2) Decide whether or not it supports the Police and Crime Commissioner for
Norfolk’s proposed precept for 2014-15 and agree the content of the
Panel’s report which must be made to the Commissioner.

3) Agree to meet at 10am on 13 February 2014 to review a revised precept
proposal, should it decide to veto the precept proposal at today’s meeting.

I N A If you need this report in large print, audio, Braille,

alternative format or in a different language please

v TRAN contact Jo Martin on 0344 800 8011 or 0344 800 8011

communication for all

(Textphone) and we will do our best to help.

14
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"l OFFICE OF THE POLICE & CRIME
® COMMISSIONER FOR NORFOLK

REPORT TO THE POLICE AND CRIME PANEL
PROPOSED PRECEPT FOR 2014-15

Executive Summary:

This report outlines precept options for 2014-15 and the Revenue Budget and
Capital Programme for 2014-15 and the Medium-term Financial Strategy 2014-15 to
2017-18. The report contains Appendices that provide more detailed information.

Appendix A Analysis of changes to the 2013-14 base budget

Appendix B Proposed Capital Programme 2014-15 to 2017-18

Appendix C  Forecast movement in general balances and earmarked reserves
2014-1510 2017-18

Appendix D  Prudential Code Indicators 2014-15, 2015-16, 2016-17

Appendix E  Annual Investment And Treasury Management Strategy 2014-15

Appendix F  Minimum Revenue Provision Statement 2014-15

Appendix G Medium-Term Financial Plan Option 1

Appendix H Medium-Term Financial Plan Option 2

Appendix | Medium-Term Financial Plan Option 3

Appendix J  Precept Options 2014-15 as per Option 1

Appendix K Precept Options 2014-15 as per Option 2

Appendix L  Precept Options 2014-15 as per Option 3

Decision:
It is recommended that the Police and Crime Panel:

a) Notes the proposed Revenue Budget and Capital Programme for 2014-
15, the medium term financial strategy 2014-15 to 2017-18 and the
funding and financial strategies.

b) Endorses the proposal of the Police and Crime Commissioner to increase
the police and crime element of the council tax in 2014-15 by a maximum
of 1.97% (£3.96 per annum) to £204.75 at Band D, subject to
determination by the government of the referendum trigger.

Police and Crime Commissioner

Signature: Electronically signed Date: 21 January 2014

16



PART 1 — NON-CONFIDENTIAL

1.

1.1

1.2

1.3

1.4

1.5

OVERVIEW

The decision on the level of the precept/council tax and the Revenue Budget and
Capital Programme needs to be made in the context of medium to longer term
forecasts, particularly in the current uncertain global and national economic
climate. Determination of the precept therefore needs to be seen, not as a one-off
decision in relation to next year, but as part of a strategy in relation to policing and
crime over the medium to long-term. The precept options and the budget
proposals within this report are made within the context of a five year strategic and
financial planning cycle, including the current year. The figures contained within
the strategy are based upon current information and the stated assumptions.

An integrated approach is taken to service and financial planning. The proposals
in this report are consistent with the manifesto commitments of the Norfolk Police
and Crime Commissioner (PCC).

KEEPING Norfolk one of the lowest crime counties in the country

FIGHTING serious and organised crime

SUPPORTING victims of crime, vulnerable and elderly people

PROTECTING the frontline in the face of cuts

PROTECTING local policing from privatisation

USING targeting and prevention to reduce demand on police

WORKING with young people to stay clear of crime

LISTENING carefully to the community, reaching out to minority communities

and the disengaged to ensure policing is fair and equitable

. REJECTING party politics and work with other Independents to provide a
national voice

. USING Restorative Justice to achieve long-lasting solutions

The proposals are also consistent with the Police and Crime Plan for 2014-15 which
is being prepared and overall strategic objectives of:

o Reducing priority crime, anti-social behaviour and reoffending

J Reducing vulnerability, promote equality and support victims

J Reducing the need for service, through preventative and restorative
approaches and more joined up working with partners; protecting the
availability of front line resources

The constabulary faces considerable service pressures including significantly
increased demand in the area of vulnerability in the wake of recently discovered
and nationally well publicised abuse cases. The Chief Constable’s advice to the
PCC on how to meet this demand in this critical area is reflected in the spending
assumptions within these plans.

In accordance with the requirements of the Police and Crime Panel (Precepts and
Chief Constable Appointments) Regulations 2012, a precept is to be proposed for
2014-15. In doing so, advice from the Chief Constable has been considered
alongside views from the community, key stakeholders and public sector bodies in
the police, community safety and local criminal justice areas.

17
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2.2

2.3

2.4

2.5

2.6

2.7

Overview of key financial issues
Provisional Grant Settlement

The provisional PCC grant settlement for 2014-15 was announced on 18
December 2013. The Home Office did not provide any information on individual
PCC grants for 2015-16. The provisional grant settlement for 2014-15 will not be
confirmed until February 2014. 2014-15 is the fourth and final year of the
Spending Review Period 2011-12 to 2014-15.

Home Office Policing Grants are included within Spending Review. In June 2013
the Government announced the result of the 2015-16 Spending Review. This was
for one year only, pending a general election in May 2015.

Grant damping and the Police Funding Formula

There were no changes to grant damping in 2014-15 and all PCCs core
government funding has been subject to the same cash reduction of 4.8% in
comparison with 2013-14.

However, the Home Office is committed to reviewing the Police Funding Formula,
and as a result there could be changes to the grant damping mechanism. The
Home Office is currently working on the basis that any changes would be
implemented in 2016-17 at the earliest. Any change could have significant
implications for police funding locally. This will be at a time when, it is clear from
statements made by the Chancellor, that public expenditure will face considerable
reductions until at least 2020. With all this uncertainty, a prudent and flexible
approach to financial planning is essential and has been adopted.

Use of reserves

This report updates previous guidance issued at the PCC / Chief Constable Bi-
lateral meeting held on the 6" September 2013 and the conclusion remains the
same as in that report. The proposals in this report present a budget for 2014-15
that requires approximately £2.9m of support from the Budget Support Reserve if
there was no precept rise in 2014-15, by £2.4m if the precept is increased by
1.97%, and by £3.4m if the precept is reduced by 1%. The ongoing use of this
reserve over the medium term is a key factor within the overall financing of future
budgets. Based on current assumptions, this will be of considerable assistance
until 2017-18; thereafter there will be a need to deliver savings to replenish the
reserve.

Savings

This report assumes that the remaining £2.053m of savings previously agreed for
the current Spending Review period ending in 2014-15 will be fully delivered by
early 2016-17. A significant level of savings has already been delivered (see
section 3) but some will fall into 2016-17 due to the need to develop major
systems and processes to deliver change and efficiencies.

Beyond this, the Chief Constable is developing plans to identify significant savings
to address the impact of the Spending Review announcement in June 2013 that
related to 2015-16 and the impact that this has up to 2017-18.

3
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2.13

2.14

2.15

3.1

This report includes cumulative savings by 2017-18 of £3.7m that are identified
and well developed in planning terms and have been discussed and agreed
between the PCC and CC. This will still leave a deficit of between £16.7m and
£20.5m by 2017-18 dependent on whether a precept is levied throughout the
medium term (see Appendices G, H and | “Deficit after known savings” line).

In order to bridge this gap additional savings plans are being progressed.
Appendices G, H and | show indicative cumulative savings figures of £7.6m for
these additional savings plans. These plans need to be fully developed and
agreed between PCC and CC, and with counterparts in Suffolk where these plans
affect joint areas of the collaboration.

Uncertainty over the medium-term

There is considerable uncertainty over future levels of government grant. The
Autumn Statement of 2013 stated there would be further reductions to overall
Home Office grant in 2015-16. The implications for police funding are unknown
and all forecasts for 2015-16 onwards show considerable reductions in public
expenditure.

The Chief Constable already faces a very considerable challenge to meet the
budget reductions as shown in this report, but these will be further compounded
by additional grant reductions beyond 2017-18.

It is also important to note that if the main Home Office grant to the police is
further reduced by 0.5% beyond current planning assumptions this will reduce
funding by £0.435m per annum. A sensitivity analysis showing the impact of
changes to the main planning factors is included in this report at paragraph 7.6.

On current grant and inflationary assumptions, there is the potential that there will
be a real terms reduction in budgets of up to 13% by the end of 2017-18 when
compared to 2013-14. Even if the precept was increased by 2% each year during
the medium term, the real terms reduction is still 10%.

For the reasons outlined above there will be serious and significant implications
for policing. It is essential that the financial strategy remains fluid and is kept
under continual review.

During the coming year, there will be reviews of future funding, planning
assumptions and service prospects undertaken in consultation with the Chief
Constable. With the extensive collaboration arrangements with Suffolk, this will
be undertaken with the Suffolk PCC and Chief Constable.

Collaboration and The Challenge Programme

Norfolk and Suffolk continue with the strategy of collaboration that is recognised by
HMIC as an “exemplar”’ partnership, and one of the most advanced in the country.
Most operational areas, except for local policing, have become joint departments,
as have most of the back office functions. This means that the financial decisions
of both counties are inextricably linked.




3.2

3.3

3.4

3.5

The Chief Constable has a number of work-streams that sit under an overarching
and well established Challenge Programme. The original part of the programme
was developed to address the savings requirement arising from the four year
Comprehensive Spending Review (CSR1) that covered the period to 2014-15.

The programme has 5 principal work streams, the first three of which are in
collaboration with Suffolk:

J Business Support Review — to create joint back office functions such as HR,
Finance and ICT.

o Operational Collaboration — including establishing shared criminal justice,
custody and custody investigation units under a Justice Services Command.

o Protective Services Collaboration — joining protective services functions to
establish a joint Protective Services Department.

J Norfolk Change Initiatives — reviewing efficiencies that could be achieved on
non-collaborated aspects of the constabulary.

o Other regional initiatives — including eastern region initiatives for Serious and
Organised Crime.

Currently, the forecast is that the savings from the original programme will be fully
realised by the end of 2016-17. The majority of the final element of savings will be
delivered through the implementation of new software systems to deliver the
change. The programme and associated risks are under constant monitoring.

The table below shows the significant progress that has been made in
implementing the original CSR1 element of the Challenge Programme. In total,
some £12.7m of savings are anticipated from the programme specific to Norfolk, of
which some £10.7m has already been taken into account in previous budgets. The
remaining balance of savings of £2.05m for 2014-15, 2015-16 and 2016-17 have
been included within the assumptions in this report.

2009/10 2014/15  2015/16  2016/17 Total
to 2013/14

r r r r r

£000 £000 £000 £000 £000

Business Support Review 4,976 667 215 742 6,600

Protective Services 3,019 124 -

3,143

Operational Collaboration 438 195 12 35 680

Norfolk-only 2,164 62 2,226

Regional 87 87

Total

3.6

10,684 1,048 227 777 12,736

In June 2013 the Comprehensive Spending Review (CSR2) was outlined by the
Chancellor. This covered the period of 2015-16, and the impact of this
announcement, including a reduction in the level of grant from the Home Office, is
reflected in the figures in this report up to 2017-18.
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During the budget setting process within the constabulary an additional £1.540m
of savings has been identified to be removed from budgets in 2014-15, and this
contributes to bridging the gap created by CSR2.

After the £1.540m savings have been set against the medium-term financial plan
(see Appendices G, H and I) the “Deficit after known savings” ranges between
£16.7m and £20.5m by 2017-18 depending on the precept strategy.

In order to address a significant part of this projected deficit, new projects for the
Challenge Programme are being developed to address the CSR2 targets. Most of
the work involves continuing to develop the collaborative arrangements with
Suffolk as set out on the previous page, although there remain some Norfolk-only
initiatives.

These projects covering the entirety of the organisation include:

e A review of the Norfolk policing model including cross-border working with
Suffolk, and a review of customer access arrangements.

e A further review of Protective Services including greater collaboration with the
eastern region on serious and organised crime.

e The development of options around Control Room arrangements

e The development of a Shared Services Partnership for back-office functions
including Finance, HR and ICT.

e A review of arrangements around Operational Business Support across both
counties.

e A zero based budget review of constabulary services to be developed during
2014-15.

Currently, these projects are estimated to deliver approximately £7.6m of
additional savings over the medium-term financial planning period and thus
reducing the forecast 2017-18 deficit to £9.0m and £12.9m dependant on the
precept strategy.

However, these projects require more detailed work, and therefore the figures
outlined contain more risk than the other savings figures. There will be continued
consultation between the PCCs and Chief Constables of both counties as the
detailed business cases are developed in relation to these projects.

All collaborative initiatives are being co-ordinated and overseen by a Programme
Management Office working within the joint Strategic Change Department and led
by an Assistant Chief Constable.
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2014-15 REVENUE BUDGET
Budget process and consultation

A joint financial planning process has been on-going over recent months in
accordance with a timetable previously agreed by the Norfolk and Suffolk Chief
Constables and the Norfolk and Suffolk Offices of the PCC.

Chief Officers met with senior managers and reviewed and challenged progress
on savings targets, and pressures for 2014-15 and beyond. The process
concluded with Joint Norfolk and Suffolk Chief Officer meetings that agreed joint
budgets, costs and savings to be included in spending plans.

Section 134 of the Local Government Act, requires consultation with business rate
payers and there is also a general responsibility to consult with the public. Two
open public consultation meetings were held in King’s Lynn, and County Hall,
Norwich on 9™ January 2014. At both meetings there was support for the PCC
and the Chief Constable and a clear majority in favour of a council tax increase of
2%.

The Office of the Police and Crime Commissioner has also been running an online

poll seeking residents views on the levels of council tax for next year. A majority
(~52%) are in favour of a 2% increase.

Home Office Grant 2014-15
There have been a number of changes to Government funding for 2014-15.

2013-14 2014-15 Reduction

fm fm %
Home Office Core Grant /
Community Safety Grant 56.524  53.799 4.8%
DCLG funding 31.389 29.924 4.7%
Total General Grant Allocation 87.913 83.723 4.8%

In 2013-14 a Community Safety Grant (CSG) of £0.7m was received from the
Home Office. This grant and a further £0.4m (total £1.1m) is being used by the
PCC to provide grants and commissioning support to encourage partnership
outcomes across a wide range of community safety and crime and disorder
reduction activities. In 2014-15 this separate grant has been discontinued but the
PCC has again budgeted to spend £1.1m in 2014-15. More information on
allocations is currently being communicated to partners and details will be
included in the Police and Crime Plan 2014-15.

In addition to the overall grant figures at paragraph 5.1, a Council Tax Freeze
Grant of £1.4m will also be received. This relates to the decision of the previous
Police Authority to freeze the Council Tax in 2011-12. The Council Tax Freeze
Grant will be received in 2014-15 and was extended to 2015-16 in the June 2013
CSR announcement.
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5.5
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5.8

6.1

6.2

6.3

6.4

6.5

From April 2013 the Government made significant changes to Council Tax Benefit
arrangements. These changes impacted on all local authorities as well as PCCs.

As a result of these changes the PCCs receive a Council Tax Benefit Grant paid
to all billing and precepting authorities. The Norfolk PCC will receive £7.877m.

The Home Office grant for 2014-15 for Norfolk has been topsliced by
approximately £1.3m. The Government has taken this step to create £50m for the
national Police Innovation Fund, £18m to make changes to improve the capability
of the Independent Police Complaints Commission (IPCC), and set aside
additional monies for Her Majesty’s Inspectorate of Constabulary (£9m) and the
College of Policing (£3m).

Norfolk and Suffolk PCCs and constabularies have submitted bids for grants from
the Innovation Fund against a variety of criteria that will promote collaboration with
other forces and partner agencies, and improve their use of digital working and
technology.

In respect of the IPCC top-slicing, it should be noted that the Home Office is not
assuming that Professional Standards Departments within forces will be reduced
despite the transfer of the grant to the Home Office.

Council Tax Income

District Councils calculate council tax income each year using the estimated
number of dwellings and collection rates. The changes to Council Tax benefit
have added considerable complexity to these calculations. Variations between
actual and estimated income are reflected in the District Council collection fund. A
surplus or deficit on the collection fund is allocated between the District Council,
the County Council and the PCC in proportion to their share of the overall council
tax income. In recent years there has tended to be an overall surplus on the
collection fund.

The Council Tax base figures which have been provided by the District Councils
are provisional at this stage. The final figures, which are then notified to the
Government, will not be available until the end of January 2014.

The Government has announced a council tax freeze scheme for 2014-15. If the
precept is frozen at the same level as 2013-14, this would provide a Government
grant of approximately £0.526m for 2014-15 and again in 2015-16.

Within the overall budget, over 80% relates to costs including salaries which need
to be met on a recurring basis. If the Council Tax Freeze Grant is accepted, this
would mean that recurring costs would be funded by a grant which would end after
2 years, and at a time when Government grant will be significantly reduced. The
level of the precept is a matter for the PCC to determine in consultation with the
PCP.

When the provisional settlement for 2014-15 was announced the government gave
a provisional indication of the threshold (2%) for precept increase that would
trigger a referendum. More recently the Secretary of State for Communities and
Local Government has suggested it should be lower than 2% and that all
authorities (including PCCs) should accept the offered 2014-15 Council Tax

8
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7.4

7.5

7.6

Freeze Grant. The best information is that the limit will be set at somewhere
between 1% and 2% and that the final announcement will be made with the final
settlement (around 3 February). This is after the date by which the PCC is
required to submit his proposed budget and precept to the Panel (1 February). If
the PCC was to breach the limit a referendum would be required and this would be
held on the 22 May 2014 with European Parliamentary Elections. Although the
referendum costs would be lower there would be considerable uncertainty about
the outcome with the potential for all District Councils having to re-bill if the
proposed increase in precept was rejected. As all the costs involved would need
to be fully funded by the PCC, he has no intention of triggering a referendum.

Financial Planning Assumptions

A significant budget pressure has been included in respect of revised state
pension arrangements. A Pensions Bill was published in January 2013, which
outlined the Government’s intention to a reformed State Pension of £144 per week
from April 2017. In June 2013, the Government announced that the
implementation date was being brought forward to April 2016. This change is to
be financed by ending contracted out National Insurance contributions for
employers and employees. This will have implications for both the OPCC and
Constabulary budgets.

The cost is estimated to be £2m and has been included in the forecast in
Appendices G, H and | from 2016-17 onwards.

The government has indicated that the council tax freeze grants that have been
paid to PCCs for freezing council tax in previous years will become part of the
main Home Office grant baseline. This has been reflected in the figures in this
report. However, this approach may require the government to increase the level
of grant reductions in future years to fund this.

In addition, the following financial planning assumptions have been used.

2014-15 2015-16 2016-17 2017-18

Government grant * -4.8% -4% -4% -4%
Council tax base change 1.6% 0% 0% 0%
Collection fund surplus £430k £150k £150k £150k
Pay awards - officers 1% 1% 1% 1%
Pay awards - staff 1% 1% 1% 1%
Non-pay inflation (average) 2% 2% 2% 2%
Borrowing (long term) 5% 5% 5% 5%
Investments 0.6% 0.9% 0.9% 0.9%

* to be reviewed later in the year
following Home Office decision
on 2015-16 reductions.

It should be noted that inflationary pressures could change over the period of the
medium-term and the impact of these changes can be seen in the sensitivity
analysis below.

The following table identifies potential changes to the annual budget (up or down)
if the planning assumptions are changed.
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Variation Variation

£000

Government grant 1.0% 870
Tax base increase 0.5% 250
Collection fund surplus £100k 100
Precept 1.0% 520
Pay awards — officers (full year 1.0% 820
impact)

Pay awards — staff (full year impact) 1.0% 420
Non-pay inflation 1.0% 280
Cash Investments 1.0% 280

All the financial planning assumptions will be kept under review.
Council Tax Options

The Chief Constable has been consulted on possible precept options for 2014-15
and has considered these options in the context of the increasing demand
pressures faced by the police, as well as the financial pressures outlined in this
report.

In Norfolk, even though traditional types of crime have been falling, there have
been significant increases in serious sexual offences, domestic abuse, child
sexual exploitation, adult abuse, and internet related crime. The Chief Constable
does not anticipate the demands in these areas to fall over the medium-term.

In the Spring of 2014 the Chief Constable will present a series of detailed
proposals on policing over the medium-term to the PCC. These plans will look to
address the increasing demands described above, while also delivering the
savings plans as outlined in section 3.

Appendices G, H and | shows the financial impact of 3 options for the PCC
precept. These options show the range of the possible funding gap by 2017-18:

Option 1 — 0% increase in precept over the life of the medium-term plan, and
accept the Council Tax Freeze Grant for 2014-15 and 2015-16. It is
assumed there will be no similar grants available beyond 2015-16.

Option 2 — 1.9722% increase in Council Tax in 2014-15, and up to 2% in each
year of the remainder of the medium-term plan.

Option 3 — Minus 1% precept in 2014-15 and accept the Council Tax Freeze Grant
for 2014-15 and 2015-16. It is assumed there will be no similar grants
available beyond 2015-16.

Option 2 would still mean the PCC would face a budget deficit of £9m by 2017-18
with further reductions in future years. However, if option 1 or 3 was chosen the
budget deficit would be even higher, at £12.3m or £12.9m respectively, with
serious consequences for policing and community safety in Norfolk.

10
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It should also be noted that under option 1 or 3 additional cuts of between £5.2m
and £7.4m would be required in 2017-18 to prevent the Budget Support Reserve
from running out (see Appendices C, G, H and I).

The Constabulary has seen substantial increases in investigative and
safeguarding demands placed upon its vulnerability and partnerships command
area in the last two years. These have been driven by high profile national events,
such as the Savile revelations, inspectorate reports and child sexual exploitation
cases. The additional work and complexity in these areas has led the Chief
Constable to determine that substantial additional resources are needed to
effectively manage the increased demands in this high risk area.

Given the pressures outlined, and the context of the medium-term financial picture,
the Chief Constable recommends that the PCC raises the precept by 1.97% in
2014-15.

Having considered the advice of the Chief Constable, advisers, community
views and the overall financial situation for the medium to long-term, but
SUBJECT TO the final announcement on the referendum trigger, a council
tax increase of 1.9722% is proposed for 2014-15.

CAPITAL PROGRAMME
Outline

The Capital Programme plays an integral part in delivering the infrastructure that
enables the Chief Constable to maintain and improve operational performance.
The revenue consequences of the Capital Programme have been taken fully into
account wherever they are known and assessed.

Appendix B provides an analysis of the outline Capital Programme over the
medium term. The table below summarises these spending plans.

2014-15 2015-16 2016-17 2017-18
£000 £000 £000 £000

ICT Replacement 1,846 1,000 1,155 795
Other ICT Related Projects

and Schemes 318 85 0 0
Vehicles and Equipment 1,560 1,411 1,422 1,270
Building Schemes 1,026 6,266 4,150 500
Total 4,750 8,762 6,727 2,565

e Total Programme for 2014-15 includes anticipated slippage from 2013/14

e NB Individual projects will require project appraisals to be undertaken considering the
impact on future revenue budgets and other factors.

The programme identifies those schemes which are joint projects with Suffolk.
Where applicable, the figures shown relate to the Norfolk share of the overall cost,
calculated in proportion to net revenue budget.

Key aspects of the programme are outlined below.

11



10.

10.1

11.

12.

12.1

12.2

Other ICT Related Projects and Schemes

This section contains some one off expenditure for specific items, including some
significant collaborative arrangements designed to deliver future efficiencies
including:

o Replacement of Back Office System (ERP) — A contract has now been
signed for the implementation of an Enterprise Resource Planning system for
Norfolk and Suffolk (covering Finance, Payroll, Procurement, Duties
Management, HR and Learning and Development). This includes the Norfolk
share of indicative spending in the year of £1m.

Vehicles and Equipment

This section includes;

o Vehicle and body armour within the Norfolk replacement programme

o New joint arrangements for a Police Support Unit training facility and print
room designed to deliver future efficiencies.

Building Schemes

The police estate still has buildings which need to be adapted to meet future

policing requirements, including the former headquarters buildings in Norwich,

King’s Lynn and Great Yarmouth. Allied to this, discussions are ongoing with

partners around sharing of premises and potential accommodation requirements

on the border of Norfolk and Suffolk.

Due to this uncertainty, there is slippage of £1.026m from 2013-14 into 2014-15. A

building replacement programme has now been included over the next 3 years in
respect of the Long Term Estates Strategy.

12
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Capital Financing

The following financing sources have been identified for the outline capital
programme. These will be updated wherever there are changes to the
programme.

2014-15 2015-16 2016-17 2017-18
£000 £000 £000 £000

Capital Receipts 752 330 1,200 500
Capital Grant 1,300 1,300 1,300 1,300
Specific Grants

Borrowing 2,648 7,082 4177 715
Revenue Contribution 50 50 50 50

Total 4,750 8,762 6,727 2,565

A capital grant is received from the Home Office. This totals £1.3m for 2014-15.
No information is available from the Home office on future levels of capital grant.

Since 2009-10 interest rates for borrowing have been higher than the rates
obtainable for the investment of funds. Consequently, since that time the agreed
Treasury Management Strategy has been to borrow funds internally in the first
instance from cash that would otherwise have been invested. The cash flow
position suggests that borrowing relating to 2014-15 can also be covered internally
in the first instance. Therefore, no additional borrowing costs have been built into
the revenue budget next year. However, the situation will be monitored during the
year in order to identify the most advantageous policy.

Compliance with the Prudential Code

The level of borrowing for the Capital Programme needs to be based on capital
investment plans that are affordable, prudent and sustainable. Treasury
management decisions need to be taken in accordance with best professional
practice outlined in a Prudential Code published by CIPFA.

To demonstrate that objectives of affordability, prudence and sustainability have
been achieved, the Prudential Code requires Prudential Indicators to be
determined by the PCC. These are designed to support and record local decision
making and for comparison over time. They are not designed to be comparative
performance indicators. Details of the proposed indicators for 2014-15 are
provided in Appendix D. For illustrative purposes the indicators are based on a
Council Tax increase in 2014-15 of 1.97%. If other options are chosen, this will not
make any material difference to the figures. Progress against the indicators will be
monitored throughout the year.

A number of treasury management indicators were formerly reported as part of the
suite of Prudential Indicators. The latest Code of Practice for Treasury
Management recommends that these now form part of the Treasury Management
Strategy. Accordingly, they are now incorporated in this Strategy, at Appendix E.
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RESERVES AND RISK MANAGEMENT
Background
The PCC’s reserves comprise two main categories:

e General Reserve — held to enable the PCC to manage unplanned or
unforeseen events. In forming a view on the level of the General Reserve,
account is taken of the level of financial control, comparisons with similar
bodies and the risk of unforeseen expenditure occurring, such as for major
operations.

e Earmarked Reserves — These are reserves held for a specific purpose.

The PCC complies with the definition of reserves contained within CIPFA’s
Accounting Code of Practice.

General and earmarked reserves play a vital role in the financial management and
financial standing of the PCC. The current policy of the PCC is to maintain the
general reserve at around 3% of net revenue expenditure. This strategy maintains
that position.

Through sound financial management the PCC has set aside earmarked reserves
to meet future spending needs. Two in particular are critical to the financial
strategy in this report, namely the Budget Support Reserve and the Invest to Save
Reserve.

Budget Support Reserve

The Budget Support Reserve is designed to support the budget over the medium
term in order to help offset the effects of significant future budget reductions. The
use of the reserve has been modelled when considering the precept options. The
Reserve will be fully used by 2017-18 under each of the options.

Invest-to-Save Reserve

The Invest to Save Reserve provides funding for one off costs associated with
restructuring and similar expenditure. Examples include funding of redundancies
from the savings programmes, and support of a number of temporary posts for the
collaboration agenda. There could be a balance remaining on the reserve by the
end of 2017-18. Whether this would continue to be held or used to fund the
overall budget will be reviewed.

Forecast Use of Reserves

A forecast for the use of the reserves is shown in Appendix C.

Earmarked reserves

A description of each of the PCC’s earmarked reserves is set out below. Each the

reserve is periodically reviewed to ensure that the level of funding is still
appropriate for the purpose of the reserve.
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o Insurance Allows for anticipated future claims beyond the
provision included in the budget. The level of
reserve is reviewed by independent actuarial

advisers.
o Operational Used to support the cost of major operations where
Contingency they exceed the budget provision.

e  OCC Unitary Charge The reserve represents the excess of PFl
government grant over and above the unitary
charge for the OCC building at Wymondham during
the early years of the contract. The reserve will be
written off over the remaining life of the contract.

J PIC Unitary Charge  The reserve represents the excess of PFI
government grant over and above the unitary
charge for the Police Investigation Centres during
the first year of the contract. The reserve will be
written off over the remaining life of the contract.

. Budget Support Used to support the budget over the medium term to
help offset significant budget reductions.

o Invest to Save Used to support one off investment on
organisational change and projects that will
generate future savings and benefits.

J Job Evaluation Allows for potential costs arising from the job
evaluation review.

SECTION 25 RESPONSIBILITIES
Background

Section 25 of Part Il of the Local Government Act 2003 places responsibility on the
PCC Chief Finance Officer (CFO) to report on the robustness of the budget
estimates, the adequacy of balances and reserves and issues of risk. The PCC
CFO confirms that he can provide all the required statutory assurances.

Robustness of the Budget

The budget proposals have been through a rigorous process of assessment by
officers, with particular scrutiny by Constabulary executive officers, both
individually and as a group.

Whilst there are always risks on delivering savings, controls will be maintained on
overall numbers of officers and staff meaning that spending levels will be
contained overall. Identified savings will be removed from budgets prior to
allocation at the start of the financial year.

The purpose and proposed use of reserves is outlined in this report. The PCC
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25.
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CFO has considered the proposed level of reserves and believes that they are
adequate for the purposes for which they were intended.

Risk and the Budget

Risk management is a key consideration for the PCC and the Chief Constable.
There is an overall risk management strategy. Risk management is embedded
throughout and is an integral part of the decision making process. Local risk
registers are in use throughout the Constabulary and significant risks are reported
to the corporate level.

The Chief Constable’s corporate risk register is updated on an ongoing basis and
presented for review to the Command Team on a regular basis. A dedicated risk
manager is in place to support the process. This Chief Constable corporate risk
register is combined with the PCC risk register to facilitate an overall approach to
risk management.

The main risks that may impact upon the delivery of the 2014-15 budget and
Capital Programme are:

e Exceptional demands placed upon the service, particularly in relation to major
incidents

Requirements of new legislation or government directives

Achieving the required outcomes from collaboration with other forces

Delivering the planned level of savings

Maintaining an acceptable level of performance with a shrinking resource base

To manage these risks it is essential that there is a robust monitoring procedure,
and action is taken to offset the risks with continual review processes.

Efficiency

Implicit throughout all financial planning is the need to deliver efficiency and value
for money (VFM) including partnership arrangements. There is a strong VFM focus
through representation on a national high level working group and an internal
working group which reviews a VFM strategy and HMIC profiles.

Treasury Management Strategy

Government regulations require the PCC to approve an annual investment
strategy prior to the start of the financial year. This is incorporated within an over-
arching treasury management strategy. The proposed strategy is shown in
Appendix E.

Minimum Revenue Provision Statement

The Local Authorities (Capital Finance and Accounting) (England) (Amendment)
Regulations 2008 place a duty on local authorities including the PCC to make a
Minimum Revenue Provision (MRP) each year that is considered to be “prudent”.
The regulations are backed up by statutory guidance to which local authorities and
PCC are required to have regard. The guidance requires that an annual MRP
statement is agreed. The statement for 2013-14 at Appendix F accords with this
guidance.
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26.1

26.2

CONCLUSION

This report outlines the proposed precept and the medium term financial strategy
for the period 2014-15 to 2017-18. The level of policing that can be provided in
future years faces considerable challenge and much uncertainty. Prudent and
flexible financial planning is essential and must be kept under review.

The level of the Budget Support Reserve and its assistance in funding the budget
in future years is a key factor in overall planning. On current projections, this
Reserve will not be available from 2017-18 necessitating that it is replaced by
recurring savings or budget reductions. On current projections there could be a
funding gap of up to £12.3m from 2017-18 if a strategy of 0% precept was
adopted. Even with different planning assumptions, although the total level of the
gap would change, there will still be a very significant funding gap to face. Policing
faces a very significant and serious challenge.

OTHER IMPLICATIONS

The allocation of resources in accordance with the annual budget has impact implications
for all areas of business. All of these are referred to in the report except diversity and
sustainability. There are no specific diversity impacts. The budget reflects potential
reductions in the use of natural resources. All significant projects, business cases and
policy decisions are required to be reviewed for sustainability implications.

PUBLIC ACCESS TO INFORMATION: Information contained within this submission is subject to
the Freedom of Information Act 2000 and wherever possible will be made available on the
OPCC website. Submissions should be labelled as ‘Not Protectively Marked’ unless any of the
material is ‘restricted’ or ‘confidential’. Where information contained within the submission is
‘restricted’ or ‘confidential’ it should be highlighted, along with the reason why.
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APPENDIX A

ANALYSIS OF SIGNIFICANT BUDGET CHANGES FROM 2013-14 TO 2014-15

Original Base Budget 2013-14
Appropriation changes

Net Expenditure Before Appropriations
Inflation

Repriced Base Budget

Continuity Commitments
Rent & Housing Allowances
Winsor 1 reduction Competency Related Threshold Payments
Effect of timing of Bank Holidays
Local Government Pension Scheme % increase
Community Safety Fund Partnership Funding increase 14-15
Net effect of other minor variations

Policy Commitments
Contract increase
National security
Job Evaluation Scheme

Specific Grants
Loan charges grant - cessation

Community Safety Grant adjustment to main grant
National security grant

Commitment Budget

Policy Changes
Police Officer and staff abatement

3 months delay in recruitment
Regional posts

New Service Devopments
Evidence Based policing
County Policing Command contingency
Academic partnership

Cost Pressures
Vulnerabilty Command
Norfolk only permanent growth
Norfolk only temporary growth for 12 months
Joint permanent Growth
Joint temporary growth for 12 months

r r

£000 £000
149,787
322
150,109
1,792
151,901
(240)
(187)
123
349
82
112
239
283
* 1,395
520
2,198
16
669
*(1,395)
(710)
153,628
909
(195)
(600)
114
250
100
250
600
656
552
186
263
883
2,540
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Budget Reductions & Savings

Challenge Programme

CSR1 savings - already identified
Business Support Review
Criminal Justice

Protective Services

Norfolk

Additional savings arising through delivery of projects

CSR 2 savings - already identified
Scrutiny savings identified - Joint
Scrutiny savings identified - Norfolk only
Conferences

Joint Contract savings

Additional CSR2 planned project savings

Financing
Interest payment - NCC loan
Minimum Revenue Provision
Interest received

Changes to Appropriations to Balances & Reserves

Budget Support Reserve movement in 2013-14

Net expenditure budget before appropriations

Budget Option 1 - 0% Precept

Changes to Appropriations to balances & Reserves
Strategic Change Dept posts
Enterprise Resource Planning Backfill
Job Evaluation Reserve
Budget Support Reserve to balance

Funding / budget requirement
Budget Option 2 - 1.972% Precept

Changes to Appropriations to balances & Reserves
Strategic Change Dept posts
Enterprise Resource Planning Backfill
Job Evaluation Reserve
Budget Support Reserve to balance

Funding / budget requirement

Budget Option 3 - decrease 1% Precept

Changes to Appropriations to balances & Reserves
Strategic Change Dept posts
Enterprise Resource Planning Backfill
Job Evaluation Reserve
Budget Support Reserve to balance

Funding / budget requirement

APPENDIX A contd

(578)
(169)
(107)
(54)
(141)
(1,049)
(604)
(763)
(32)
(141)
(1,540)
(937)
(3,526)
9)
328
(7)
312
(2,302)
(2,302)
151,366
(151)
(283)
(520)
(2,923)
(3,877)
147,489
(151)
(283)
(520)
(2,403)
(3,357)
148,009
(151)
(283)
(520)
(3,474)
(4,428)
146,938
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OUTLINE CAPITAL PROGRAMME 2013-14 TO 2017-18

ICT Replacement Programme

Norfolk Only Projects
Desktop Services

Communications
PNN4 (PSN)

Joint Norfolk / Suffolk projects (Norfolk share)
Desktop Services
Applications
Communications
IP Call Manager
LAN/WAN Tech Refresh
Network Tools
Voice Recorder
ANPR Cameras
ANPR BOF
Microwave Tech Refresh
Confidential Network
CCR Telephony
ERP
STORM

Total ICT Replacement Programme

Projects & Other ICT Related Schemes

Joint Norfolk / Suffolk projects (Norfolk share)
Electronic Access Control Rationalisation
Live Link

Total Projects & ICT Related Programme

APPENDIX Bi

2013-14 2014-15 2014-15 2015-16 2016-17 2017-18
New
C/fwd Requirement Inc c/fwd Outline Outline Outline
£000 " £000 " £000 " £000 " £000 " £000
116 116 152 152 152
30 30 20 406 198
10 10
68 68 34 34 34
115 115 162 134 197
12 12 17 17 17
67 67
130 130 226 339 113
6 6
85
45 45 45 23 23
153 153 11
0 50 50 50
50 50
139 139
724 101 825 209
80 80
953 893 1,846 1,000 1,155 795
2013-14 2014-15 2014-15 2015-16 2016-17 2017-18
New
C/fwd Requirement Inc c/fwd Outline Outline Outline
£000 £000 £000 £000 £000 £000
233 233
85 85 85
0 318 318 85 0 0
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APPENDIX Bii

2013-14 2014-15 2014-15 2015-16 2016-17 2017-18
New
C/fwd Requirement Inc c/fwd Outline Outline Outline
Vehicles and Equipment £000 " £000 " £000 " £000 " £000 " £000
Norfolk Only Projects
Patrol Body Armour 172 172 226 131 92
Firearms Body Armour & Ballistic Shields 40 40 34 1 3
Vehicle Replacement Programme 60 1,278 1,338 1,151 1,290 1,175
Joint Norfolk / Suffolk projects (Norfolk share)
New print room 10 10
Total Vehicles & Equipment Programme 60 1,500 1,560 1,411 1,422 1,270
2013-14 2014-15 2014-15 2015-16 2016-17 2017-18
New
C/fwd Requirement Inc c/fwd Outline Outline Outline
Building Schemes £000 " £000 £000 " £000 " £000 " £000
Norfolk Only Projects
LTES 930 0 930 6,266 4,150 500
Joint Norfolk / Suffolk projects (Norfolk share)
PSU Training Facility 96 96
Total Building Programme 1,026 0 1,026 6,266 4,150 500
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ICT Replacement Programme
Projects & Other ICT Related
Vehicles and Equipment
Building Schemes

TOTAL PROGRAMME

Capital Receipts
General Capital Grant
Other Specific Grants
Borrowing

Revenue Contribution

SUMMARY OUTLINE CAPITAL PROGRAMME 2013-14 TO 2017-18

APPENDIX Biii

2013-14 2014-15 2014-15 2015-16 2016-17 2017-18
New
C/fwd Requirement Inc c/fwd Outline Outline Outline
" £000 £000 " £000 " £000 " £000 " £000
953 893 1,846 1,000 1,155 795
0 318 318 85 0 0
60 1,500 1,560 1,411 1,422 1,270
1,026 0 1,026 6,266 4,150 500
2,039 2,711 4,750 8,762 6,727 2,565
OUTLINE FUNDING OF CAPITAL PROGRAMME 2013-14 TO 2017-18
2014-15 2015-16 2016-17 2017-18
" £000 " £000 " £000 " £000
752 330 1,200 500
1,300 1,300 1,300 1,300
2,648 7,082 4177 715
50 50 50 50
4,750 8,762 6,727 2,565

TOTAL FUNDING

Borrowing may be undertaken internally in the first instance from temporary cash resources, dependent upon the cash flow and interest rate position.
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Option 1 - 0% CT increase

31/03/2013 Actual

Proposed Changes 2013/14:
Transfer to Revenue from Reserves
Transfer from Revenue to Reserves

31/03/2014 Forecast

Proposed Changes 2014/15:
Transfer to Revenue from Reserves
Transfer from Revenue to Reserves
31/03/2015 Forecast

Proposed Changes 2015/16:
Transfer to Revenue from Reserves
Transfer from Revenue to Reserves
31/03/2016 Forecast

Proposed Changes 2016/17:
Transfer to Revenue from Reserves
Transfer from Revenue to Reserves
31/03/2017 Forecast

Proposed Changes 2017/18:
Transfer to Revenue from Reserves

Transfer from Revenue to Reserves

31/03/2018 Forecast

FORECAST MOVEMENT IN GENERAL BALANCES AND EARMARKED RESERVES 2013-14 to 2017-18

APPENDIX Ci
Total occC
General Sinking  PIC Sinking Operational Budget Invest to Job Safety Total Earmarked
Reserves Fund Fund Insurance Contingency Support Save Evaluation Camera PCC Reserves
£000 " 000 " g000 " g£000 " £000 " g000 " g000 " 000 " g000 £000
4,475 2,000 456 786 400 19,521 2,000 3,200 1,194 539 30,096
(80) (18) (817) (110) (1,025)
2,302 2,302
4,475 1,920 438 786 400 21,823 2,000 3,200 377 429 31,373
(80) (18) (2,923) (434) (520) (3,975)
4,475 1,840 420 786 400 18,900 1,566 2,680 377 429 27,398
(80) (18) (4,149) (76) (1,040) (5,363)
4,475 1,760 402 786 400 14,751 1,490 1,640 377 429 22,035
(80) (18) (7,596) (770) (8,464)
4,475 1,680 384 786 400 7,155 1,490 870 377 429 13,571
(80) (18) (12,308) (500) (12,906)
4,475 1,600 366 786 0 | (5,153) *| 1,490 370 377 429 665

* Under this option the constabulary would need to make additional savings of at least £5.1min 2017-18 to prevent the budget support reserve from running out.
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Option 2 - 1.972% CT increase

APPENDIX Cii

Total OoCC
General Sinking  PIC Sinking Operational Budget Invest to Job Safety Total Earmarked
Reserves Fund Fund Insurance Contingency Support Save Evaluation Camera PCC Reserves
" £000 " g000 " 000 " €000 " £000 £000 " g000 " 000 " €000 " g£000 £000

31/03/2013 Actual 4,475 2,000 456 786 400 19,521 2,000 3,200 1,194 539 30,096
Proposed Changes 2013/14:

Transfer to Revenue from Reserves (80) (18) (817) (110) (1,025)
Transfer from Revenue to Reserves 2,302 2,302
31/03/2014 Forecast 4,475 1,920 438 786 400 21,823 2,000 3,200 377 429 31,373
Proposed Changes 2014/15:

Transfer to Revenue from Reserves (80) (18) (2,403) (434) (520) (3,455)
Transfer from Revenue to Reserves

31/03/2015 Forecast 4,475 1,840 420 786 400 19,420 1,566 2,680 377 429 27,918
Proposed Changes 2015/16:

Transfer to Revenue from Reserves (80) (18) (3,085) (76) (1,040) (4,299)
Transfer from Revenue to Reserves

31/03/2016 Forecast 4,475 1,760 402 786 400 16,335 1,490 1,640 377 429 23,619
Proposed Changes 2016/17:

Transfer to Revenue from Reserves (80) (18) (5,429) (770) (6,297)
Transfer from Revenue to Reserves

31/03/2017 Forecast 4,475 1,680 384 786 400 10,906 1,490 870 377 429 17,322
Proposed Changes 2017/18:

Transfer to Revenue from Reserves (80) (18) (9,014) (500) (9,612)
Transfer from Revenue to Reserves

31/03/2018 Forecast 4,475 1,600 366 786 400 1,892 1,490 370 377 429 7,710
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Option 3 - decrease 1% CT increase APPENDIX Ciii
Total occC
General Sinking  PIC Sinking Operational Budget Invest to Job Safety Total Earmarked
Reserves Fund Fund Insurance Contingency Support Save Evaluation Camera PCC Reserves
" £000 " g£000 "~ g£000 " £000 " £000 "  £000 " g000 "~ g000 " 000 " go00 £000
31/03/2013 Actual 4,475 2,000 456 786 400 19,521 2,000 3,200 1,194 539 30,096
Proposed Changes 2013/14:
Transfer to Revenue from Reserves (80) (18) (817) (110) (1,025)
Transfer from Revenue to Reserves 2,302 2,302
31/03/2014 Forecast 4,475 1,920 438 786 400 21,823 2,000 3,200 377 429 31,373
Proposed Changes 2014/15:
Transfer to Revenue from Reserves (80) (18) (3,474) (434) (520) (4,526)
Transfer from Revenue to Reserves
31/03/2015 Forecast 4,475 1,840 420 786 400 18,349 1,566 2,680 377 429 26,847
Proposed Changes 2015/16:
Transfer to Revenue from Reserves (80) (18) (4,700) (76) (1,040) (5,914)
Transfer from Revenue to Reserves
31/03/2016 Forecast 4,475 1,760 402 786 400 13,649 1,490 1,640 377 429 20,933
Proposed Changes 2016/17:
Transfer to Revenue from Reserves (80) (18) (8,147) (770) (9,015)
Transfer from Revenue to Reserves
31/03/2017 Forecast 4,475 1,680 384 786 400 5,502 1,490 870 377 429 11,918
Proposed Changes 2017/18:
Transfer to Revenue from Reserves (80) (18) (12,859) (500) (13,457)
Transfer from Revenue to Reserves
31/03/2018 Forecast 4,475 1,600 366 786 400 | (7,357) *| 1,490 370 377 429 (1,539)

* Under this option the constabulary would need to make additional savings of at least £7.4min 2017-18 to prevent the budget support reserve from running out.
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1.1

1.2

1.3

1.4

1.5

1.6

1.7

APPENDIX D
Prudential Code Indicators 2014/15, 2015/16, 2016/17
Background

The Prudential Code for capital investment came into effect on 1 April 2004. It
replaced the complex regulatory framework, which only allowed borrowing if specific
government authorisation had been received. The Prudential system is one based on
self-regulation. All borrowing undertaken is self-determined under the prudential
code.

Under Prudential arrangements the PCC can determine the borrowing limit for
capital expenditure. The Government does retain reserve powers to restrict
borrowing if that is required for national economic reasons.

The key objectives of the Code are to ensure, within a clear framework, that capital
investment plans are affordable, prudent and sustainable. The Code specifies
indicators that must be used and factors that must be taken into account. The Code
requires the PCC to set and monitor performance on:

capital expenditure

affordability

external debt

treasury management (now included within Treasury Management strategy)

The required indicators are:

Capital Expenditure Payment Forecast

Ratio of Capital Financing costs to Net Revenue Budget

Capital Financing Requirement

Net Borrowing for Capital Purposes

Authorised Limit for External Debt

Operational Boundary Limit for External Debt

Incremental Impact of Capital Programme on Band D Council Tax

Once determined, the indicators can be changed so long as this is reported to the
PCC.

Actual performance against indicators will be monitored throughout the year. All the
indicators will be reviewed and updated annually.

Attached is a diagrammatic view of the indicators, setting out the relationship
between indicators and their bases of calculation. The diagram shows for example,
that the decision to finance capital expenditure from borrowing will increase
outstanding debt on the balance sheet; which in turn results in interest payable on
borrowing. Interest payable on borrowing is then compared with the net revenue
budget to calculate the ratio of capital financing costs to net revenue budget
indicator. Interest payable is also used to calculate the incremental impact on Band
D Council Tax.
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2.1

2.2

2.3

2.4

The Indicators

The Capital Expenditure Payment Forecast is detailed in Appendix B. The total
estimated payments are:

2014/15 2015/16 2016/17
£m £m £m
Capital Expenditure Forecast 4.750 8.762 6.727

The PCC is being asked for approval to an overall Capital Programme based on the
level of capital financing costs contained within the draft revenue budget.

The ratio of capital financing costs to net revenue budget shows the estimated
annual revenue costs of borrowing (net interest payable on debt and the minimum
revenue provision for repaying the debt), as a proportion of annual income from
council taxpayers and government. Estimates of the ratio of capital financing costs to
net revenue budget for future years are:

Ratio of Capital Financing Costs to Net Revenue Budget

2014/15 2015/16 2016/17
Estimate Estimate Estimate
1.53% 1.92% 2.21%

The ratios increase over the period as new capital borrowing increases the level of
outstanding debt.

The capital financing requirement represents capital expenditure financed by
external debt and not by capital receipts, revenue contributions, capital grants or
other sources of external funding. Estimates of the end of year capital financing
requirement for future years are:

Capital Financing Requirement

31/03/14 31/03/15 31/03/16 31/03/17
Estimate Estimate Estimate Estimate
£m £m £m £m
90.321 91.079 95.721 97.051

The capital financing requirement measures the underlying need to borrow for a
capital purpose.

The guidance on net borrowing for capital purposes advises that:

“In order to ensure that over the medium term net borrowing will only be for a capital
purpose, the PCC 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.”

Net borrowing refers to the PCC’s total external borrowing net of any temporary cash
investments and must work within this requirement.
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2.5

2.6

2.7

The Code defines the authorised limit for external debt as the sum of external
borrowing and any other financing long-term liabilities e.g. finance leases. It is
recommended that the PCC approve the 2014/2015 and future years limits.

For 2014-2015 this will be the statutory limit determined under section 3(1) of the
Local Government Act 2003.

As required by the Code, the PCC is asked to delegate authority to the Chief Finance
Officer (OPCCN), within the total limit for any individual year, to effect movement
between the separate limits for borrowing and other long term liabilities. Any such
changes made will be reported to the PCC.

Authorised Limit for External Debt

2014/15 2015/16 | 2016/17
£m £m £m
Borrowing 13.161 13.161 16.111
Other long term liabilities 26.851 26.552 26.217
(OCC PFI)
Other long term liabilities 37.520 37.011 36.463
(PIC PFI)
Safety net 7.427 7.371 7.515
Total 84.959 84.095 86.306

These proposed limits are consistent with the Capital Programme. They provide
headroom to allow for operational management, for example unusual cash
movements.

The Code also requires the PCC to approve an operational boundary limit for
external debt for the same time period. The proposed operational boundary for
external debt is the same calculation as the external debt limit without the additional
headroom. The operational boundary represents a key management tool for in year
monitoring.

Within the operational boundary, figures for borrowing and other long-term liabilities
are separately identified again. The PCC is asked to delegate authority to the Chief
Finance Officer (OPCCN), within the total operational boundary for any individual
year, to make any required changes between the separately agreed figures for
borrowing and other long-term liabilities. Any changes will be reported to the PCC.

Operational Boundary Limit for External Debt

2014/15| 2015/16 | 2016/17

£m £m £m

Borrowing 13.161 13.161 16.111
Other long term liabilities (OCC PFI) 26.851 26.552 26.217
Other long term liabilities (PIC PFI) 37.520 37.011 36.463
Total 77.532 76.724 78.791
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2.8 The incremental impact on Band D Council Tax resulting from the Capital
Programme is:

2014/15 2015/16 2016/17
£0.53 £0.93 £0.69

This reflects the cumulative impact of funding new capital schemes and associated
capital commitments each year.
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DIAGRAMMATIC PRESENTATION OF PRUDENTIAL INDICATORS
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APPENDIX E

ANNUAL INVESTMENT AND TREASURY MANAGEMENT STRATEGY 2014-15
1. INTRODUCTION

1.1 The Chartered Institute of Public Finance and Accountancy’s (CIPFA’s) Code of
Practice for Treasury Management in the Public Services (the Code) requires local
authorities to produce a treasury management strategy for the year ahead. The
PCC is required to comply with the Code through Regulations issued under the
Local Government Act 2003.

1.2 CIPFA’s latest version of the Code was released in November 2011.The OPCCN
has adopted specific clauses and policy statements from the Code as part of its
Financial Regulations.

1.3  Complementary to the CIPFA Code is the Communities and Local Government’s
(CLG’s) Investment Guidance, which requires local authorities and PCCs to produce
an Annual Investment Strategy. This report combines the reporting requirements of
both the CIPFA Code and CLG’s Investment Guidance.

1.4  The primary objectives of the PCC’s Investment Strategy are to safeguard the timely
repayment of principal and interest, ensuring adequate liquidity and generating
investment yield. The current economic and financial environment remains
challenging. Interest rates remain at historic lows and concerns over the security of
some financial institutions continue. The primary objectives of the PCC’s Investment
Strategy are to safeguard the timely repayment of principal and interest, whilst
ensuring adequate liquidity for cash flow and the generation of investment yield. A
flexible approach to borrowing for capital purposes will be maintained which avoids
the ‘cost of carrying debt’ in the short term. This strategy is prudent while investment
returns are low and counterparty risk (the other party involved in a financial
transaction, typically a bank or building society) remains relatively high

2. THE TREASURY MANAGEMENT FUNCTION

2.1 The CIPFA Code defines treasury management activities as “the management of
the PCC’s cash flows, its banking, money market and capital market transactions;
the effective management of the risks associated with those activities; and the
pursuit of optimum performance consistent with those risks.”

2.2 The PCC is required to operate a balanced budget, which means that cash raised
during the year must meet its cash expenditure. Treasury management operations
ensure this cash flow is adequately planned, with cash being available when it is
needed. Surplus money is invested in low risk counterparties, providing adequate
liquidity before considering investment return.

2.3 A further function of the treasury management service is to provide for the borrowing
requirement of the PCC, essentially the longer term cash flow planning to ensure the
PCC can meet capital spending obligations. This management of longer term cash
may involve arranging long or short term loans, or using internal cash balances on a
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2.4

2.5

2.6

2.7

3.1

3.2

3.3

temporary basis. Debt previously drawn down may be restructured to meet the
PCC'’s risk or cost objectives.

The PCC has delegated responsibility for treasury management decisions taken
within the approved strategy to the PCC CFO. Day to day execution and
administration of investment and borrowing decisions is undertaken by Norfolk
County Council through contractual arrangements. Day to day cash flow operations
are managed by the Constabulary.

External treasury management consultancy services are provided by Capita Asset
Services (formally known as Sector), providing a range of services which include:

e Technical support on treasury matters and capital finance issues.

Economic and interest rate analysis.

Debt services which includes advice on the timing of long term borrowing.

Debt rescheduling advice surrounding the existing portfolio.

Generic investment advice on interest rates, timing and investment instruments.

Credit ratings/market information service for the three main credit rating
agencies (Fitch, Moody’s and Standard & Poors).

Whilst Capita Asset Services and the County Council provide support to the treasury
function, under current market rules and the CIPFA Code of Practice the final
decision on treasury matters remains with the PCC.

Performance will continue to be monitored and reported to the PCC as part of the
budget monitoring report.

CAPITA ASSET SERVICES ECONOMIC OVERVIEW

Economic Overview

Until 2013, the economic recovery in the UK since 2008 had been the worst and
slowest recovery in recent history. However, growth rebounded in quarter 1 and 2 of
2013 to surpass all expectations. Growth prospects remain strong looking forward,
not only in the UK economy as a whole, but in all three main sectors, services,
manufacturing and construction. However, growth is at a lower level than in
previous recoveries and there is concern as to how robust it is. One downside is
that wage inflation continues to remain significantly below CPIl inflation so
disposable income and living standards are under pressure, although income tax
cuts have improved this to some extent.

A rebalancing of the economy towards exports has started but as 40% of UK
exports go to the Eurozone, the difficulties in this area are likely to continue to
dampen UK growth. The US, the main world economy, faces similar debt
problems to the UK, but thanks to reasonable growth, cuts in government
expenditure and tax rises, the annual Government deficit has been halved from its
peak without appearing to do too much damage to growth.

Capita Asset Services forward view

The current economic outlook and structure of market interest rates and
government debt yields have several key treasury mangement implications:
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3.4

3.5

3.6

Although Eurozone concerns have subsided in 2013, Eurozone sovereign debt
difficulties have not gone away and there are major concerns as to how these
will be managed over the next few years as levels of Government debt, in some
countries, continue to rise to levels that compound already existing concerns.
Counterparty risks therefore remain elevated. This continues to suggest the use
of higher quality counterparties for shorter time periods;

Investment returns are likely to remain relatively low during 2014/15 and
beyond;

Borrowing interest rates have risen during 2013 and are on a rising trend. The
policy of avoiding new borrowing by running down spare cash balances has
served well over the last few years. However, as borrowing rates rise, the policy
of internal borrowing needs to be carfully monitored in order to avoid incurring

higher borrowing costs in future.

The following table gives Capita Asset Services view of UK Base Rate and Public
Works Loan Board (PWLB) borrowing rates:

Quarter Base PWLB Borrowing Rates (%)
Ending Rate (%) | 5year | 25 year 50 year
Dec 2013 0.50 2.50 4.40 4.40
Mar 2014 0.50 2.50 4.40 4.40
June 2014 0.50 2.60 4.40 4.40
Sept 2014 0.50 2.70 4.50 4.50
Dec 2014 0.50 2.70 4.50 4.60
Mar 2015 0.50 2.80 4.60 4.70
June 2015 0.50 2.80 4.70 4.80
Sept 2015 0.50 2.90 4.80 4.90
Dec 2015 0.50 3.00 4.90 5.00
Mar 2016 0.50 3.20 5.00 5.10
June 2016 0.75 3.30 5.10 5.20
Sep 2016 1.00 3.50 5.10 5.20
Dec 2016 1.00 3.60 5.10 5.20
Mar 2017 1.25 3.70 5.20 5.30
Projected Increase over

the 3 year period +0.75 +1.20 +0.80 +0.90

Treasury Management Implications

This challenging and uncertain economic outlook has

mangement implications:

several key treasury

The key requirements of both the Code and the Investment Guidance are to
produce an Annual Investment and Treasury Strategy covering the following:

e Guidelines for choosing and placing investments — Counterparty Criteria

(Section 5).

e Details of Specified and Non-Specified investment types (Section 6).
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4.1

4.2

4.3

4.4

4.5

4.6

e |dentification of the maximum period for which funds can be committed —
Counterparty Monetary & Time Limits (Section 7).

INVESTMENT STRATEGY 2014-15

Forecasts of short-term interest rates, on which investment decisions are based,
suggest that the 0.5% Bank Rate will remain unchanged until the second quarter of
2016.

If economic growth remains strong and unemployment falls faster than expected,
then the Bank Rate could be increased sooner. However, should the pace of growth
slow, then rates are likely to remain unchanged for sometime, particularly if the Bank
of England forecasts for the rate of fall in unemployment prove to be too optimistic.

The investment earnings rates which most closely matches the average deposit
profile is the 6 month LIBID (London Intra Bank Bid rate for money market trades)
forecast. The suggested budgeted interest rates for the following 3 financial years
are as follows:

Financial Year Interest Earnings

Budgeted Rates
2014-15 0.600%
2015-16 0.600%
2016-17 0.925%

There are 3 key considerations to the treasury management investment process.
CLG’s Investment Guidance ranks these in the following order of importance:

e security of principal invested,
¢ liquidity for cash flow, and
e investment return (yield).

Each investment is considered in the context of these 3 factors, in that order.

CLG's Investment Guidance requires local authorities and PCCs to invest prudently
and give priority to security and liquidity before yield, as described above. In order to
facilitate this objective, the Guidance requires the PCC to have regard to CIPFA’s
Code of Practice for Treasury Management in the Public Sector.

The key requirements of both the Code and the Investment Guidance are to
produce an Annual Investment and Treasury Strategy covering the following:

e Guidelines for choosing and placing investments — Counterparty Criteria
(Section 5).

e Details of Specified and Non-Specified investment types (Section 6).

e |dentification of the maximum period for which funds can be committed —
Counterparty Monetary & Time Limits (Section 7).
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5.1

5.2

INVESTMENT STRATEGY 2014-15 — COUNTERPARTY CRITERIA

Norfolk County Council, on behalf of the PCC, as part of its contractual
arrangement, works closely with its external treasury advisors to determine the
criteria for high quality institutions. The minimum rating criteria uses the ‘lowest
common denominator’ method of selecting counterparties and applying lending
limits to those counterparties (see Section 7). This means that the application of the
Council’s minimum criteria will apply to the lowest available rating for any institution.
For example, if an institution is rated by all three credit rating agencies, two meet the
Council’s criteria, the other does not, the institution will fall outside the lending
criteria. This is in compliance with the CIPFA Treasury Management Code of
Practice.

The criteria for providing a pool of high quality investment counterparties for
inclusion on the Council’'s and PCCs ‘Approved Authorised Counterparty List’ is
provided below. Following review by the PCCs external Treasury Advisor, the
criteria reflect changes from the Strategy in 2013/14. Changes are identified below,
indicated by them being underlined.

e UK Banks which have as a minimum, the following Fitch, Standard and Poors
and Moody'’s credit ratings:

UK Banks Fitch Standard & Moody’s
Poors

Short Term Ratings F1 A-1 P-1

Long Term Ratings A A A2

Viability Ratings (Fitch)/ bb- - C-

Financial Strength

(Moody’s)

Support Ratings 3 - -

¢ Non-UK Banks (Additional facility in 2014/15) domiciled in a country which
has a minimum sovereign rating of AAA and as a minimum, the following Fitch,
Standard and Poors and Moody’s credit ratings:

Non-UK Banks Fitch Standard & Moody’s
(option 1) Poors
Short Term Ratings F1 A-1 P-1
Long Term Ratings A+ A+ A1
Viability Ratings (Fitch)/ bb+ - C
Financial Strength
(Moody’s)
Support Ratings 1 - -
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5.3

5.4

5.5

5.6

5.7

e Part Nationalised UK Banks — Lloyds Banking Group and Royal Bank of
Scotland Group. These banks are included while they continue to be part
nationalised or they meet the ratings for UK Banks above.

e Building Societies — Building Societies will be used which meet the UK Bank
ratings outlined above.

¢ Money Market Funds (MMFs) — which are rated AAA by all three major rating
agencies (additional facility in 2014/15). MMF’s are ‘pooled funds’ investing in
high-quality, high-liquidity, short-term securities such as treasury bills,
repurchase agreements and certificate of deposit. Funds offer a high degree of
counterparty diversification that include both UK and Overseas Banks.

e UK Government - including the Debt Management Account Deposit Facility &
Sterling Treasury Bills (additional facility in 2014/15). Sterling Treasury Bills are
short-term (up to six months) ‘paper’ issued by the UK Government. In the
same way that the Government issues Gilts to meet long term funding
requirements, Treasury Bills are used by Government to meet short term
revenue obligations. They have the security of being issued by the UK
Government.

e Local Authorities, Parish Councils etc. — Includes those in England and
Wales (as defined in Section 23 of the Local Government Act 2003) or a similar
body in Scotland or Northern Ireland.

The credit ratings of the PCC and Norfolk County Council’s Corporate Banker (Co-
Operative Bank) are currently below the minimum criteria for UK Banks above.
Cash balances held with the Co-operative Bank are for account operation purposes
only. Balances will be minimised in both monetary size and time. As part of its plans
to re-capitalize and simplify its business, the Co-operative Bank has announced its
intention to withdraw from providing banking services to local authorities. As a
result the Co-operative Bank will not be seeking to renew its banking relationship
with the County Council when the current banking contract expires in 2016. The
County Council will consider bringing forward its timetable for seeking formal
banking tenders. The Co-Operative Bank has given no such notice to the PCC for
when the current banking contract ceases in 2016.

All cash invested by the PCC in 2014-15 will be either Sterling deposits (including
certificates of deposit) or Sterling Treasury Bills invested with banks and other
institutions in accordance with the Approved Authorised Counterparty List.

The Code of Practice requires local authorities to supplement credit rating
information. Whilst the above criteria relies primarily on the application of credit
ratings to provide a pool of appropriate counterparties for use, additional market
information will be used to inform investment decisions. This additional market
information includes, for example, Credit Default Swap rates and equity prices in
order to compare the relative security of counterparties.

The current maximum lending limit of £10 million for any counterparty will be
maintained in 2014-15 to reflect the increase in cash balances and to avoid large
deposits with the DMO.

In addition to individual institution lending limits, “Group Limits” will be used whereby
the collective investment exposure of individual banks within the same banking
group is restricted to a group lending limit.

36



5.8

6.1

6.2

6.3

6.4

7.1

7.2

For 2014/15 the Strategy is extended to enable deposits beyond 365 days but only
with UK banks which meet the credit ratings at paragraph 5.2. Deposits may also
be placed with UK Part Nationalised Banks and Local Authorities for periods of up to
2 years.

SPECIFIED & NON-SPECIFIED INVESTMENTS

As determined by CLG’s Investment Guidance, Specified Investments offer “high
security and high liquidity”. They are Sterling denominated and have a maturity of
less than one year. Institutions of “high” credit quality are deemed to be Specified
Investments. From the pool of high quality investment counterparties identified in
Section 5, the following are deemed to be Specified Investments where the period of
deposit is 364 days or less:

Banks: UK and Non UK

Part Nationalised UK Banks

UK Building Societies (which meet the minimum ratings criteria for Banks)
Money Market Funds

UK Government

Local Authorities, Parish Councils etc.

Non-Specified Investments are those investments that do not meet the criteria of
Specified Investments. From the pool of counterparties identified in Section 5, they
include:

e The PCC’s Corporate Banker (Co-operative Bank).
e Any investment greater than 364 days.

The categorisation of ‘Non-Specified’ does not in any way detract from the credit
quality of these institutions, but is merely a requirement of the Government’s
guidance.

The Counterparty List includes both Specified and Non-Specified Investment
institutions. It is envisaged that the PCC will use specified investments only in 2014-
15, other than the normal day to day transactions undertaken through the Co-
operative Bank.

BORROWING STRATEGY 2014-15

Capital expenditure can be paid for immediately by applying capital receipts, capital
grants or revenue contributions. Capital expenditure in excess of available capital
resources or revenue contributions will add to the PCC’s borrowing requirement.
The PCC’s need to borrow is measured by the Capital Financial Requirement,
which represents the total outstanding capital expenditure which has not yet been
paid for from either capital or revenue resources.

Borrowing relates to long term loans (i.e. loans in excess of 364 days). The
borrowing strategy includes decisions on the timing of when further money should
be borrowed.

37



7.3

7.4

7.5

7.6

7.7

7.8

8.1

The main source of long term loans is the Public Works Loan Board (PWLB), which
is part of the UK Debt Management Office (DMO). The maximum period for which
loans can be advanced by the PWLB is 50 years.

In accordance with the approved 2013-14 Investment and Treasury Strategy, the
PCC has postponed any new borrowing for capital purposes, using cash balances
on a temporary basis to avoid the cost of ‘carrying’ debt in the short term. Delaying
borrowing and running down the level of investment balances also reduces the
PCC’s exposure to investment counterparty risk. This strategy will be continued in
2014/15.

Total external borrowing currently stands at £13.161 million, with an additional
£15.671 million financed internally from temporary cash resources. The PCC’s
overall new borrowing requirement in 2014-15 is estimated at £3.8 million. The
2014-15 budget provision for interest payable is around £765,000. This covers
interest on existing loan debt and the 2014-15 borrowing requirement. It is not
envisaged that borrowing will be required during 2014-15 for capital expenditure
financed internally since 2009-10. By financing internally there will be an interest
saving of around £700,000.

The challenging and uncertain economic outlook outlined by Capita Asset Services
in Section 3, together with managing the cost of “carrying debt” requires a flexible
approach to borrowing. The PCC CFO, under delegated powers, will take the most
appropriate form of borrowing depending on the prevailing interest rates at the time,
taking into account the risks identified in Capita Asset Services economic overview
(Section 3).

The level of outstanding debt and composition of debt, in terms of individual loans, is
kept under review. The PWLB provides a facility to allow the restructure of debt,
including premature repayment of loans, and encourages local authorities and PCCs
to do so when circumstances permit. This can result in net savings in overall
interest charges. The PCC CFO and Sector will monitor prevailing rates for any
opportunities during the year.

The PCC has flexibility to borrow funds in the current year for use in future years.
For example, the PCC CFO may do so under delegated powers where a sharp rise
in interest rates is expected and borrowing early at fixed interest rates will be
economically beneficial or meet budgetary constraints. Whilst the PCC CFO will
adopt a cautious approach to any such borrowing, where there is a clear business
case for doing so borrowing will be undertaken to fund the approved capital
programme. Risks associated with any advance borrowing will be subject to
appraisal in advance and subsequent reporting through the reporting process.

TREASURY MANAGEMENT PRUDENTIAL INDICATORS

There are four treasury related Prudential Indicators. The purpose of these is to
restrict the activity of the treasury function to within certain limits, thereby managing
risk and reducing the impact of an adverse movement in interest rates. However, if
these indicators are too restrictive, they will impair the opportunities to reduce
costs/improve performance. The Indicators are:
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Upper Limits on Variable Interest Rate Exposure — This identifies a maximum
limit for variable interest rates based upon the debt position net of investments.
It is recommended that the PCC sets an upper limit on variable interest rate
exposures for 2014-15, 2015-16 and 2016-17 of 30% of its net outstanding
principal sums. This is consistent with previous policy.

Upper Limits on Fixed Interest Rate Exposure — Similar to the previous
indicator, this covers a maximum limit on fixed interest rates. It is recommended
that the PCC sets an upper limit on fixed interest rate exposures for 2014-15,
2015-2016 and 2016-2017 of 100% of its net outstanding principal sums.

Maturity Structures of Borrowing — These gross limits are set to reduce the
PCC’s exposure to large fixed rate sums falling due for refinancing and require
upper and lower limits. It is recommended that the PCC sets the following limits
for the maturity structures of borrowing. These limits follow existing treasury
management policy and are unchanged from 2013-14:

Lower Limit| Upper Limit
Under 12 months 0% 15%
12 months and within 24 months 0% 15%
24 months and within 5 years 0% 45%
5 years and within 10 years 0% 75%
10 years and above 0% 100%

Total Principal Funds Invested for Greater than 364 Days — This limit is set
with regard to the PCC’s liquidity requirements. As stated earlier in the report, it
is estimated that in 2014-15 no funds will be invested for periods greater than
364 days.
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APPENDIX F

MINIMUM REVENUE PROVISION STATEMENT 2014-15

Introduction

1.

The PCC is required to make a charge against the revenue budget each year in
respect of capital expenditure financed by borrowing or credit arrangement. The
annual charge is set aside for the eventual repayment of the loan and is known as
the Minimum Revenue Provision (MRP). This is separate from any annual interest
charges that are incurred on borrowing.

The Local Authorities (Capital Finance and Accounting) (England) (Amendment)
Regulations 2008 amend the way in which MRP can be calculated so that each
authority must consider what is “prudent”. The regulations are backed up by
statutory guidance which gives advice on what might be considered prudent.

Options for Making Prudent Provision

3.

Four options are included in the guidance, which are those likely to be most
relevant for the majority of authorities. Although other approaches are not ruled out,
authorities must demonstrate that they are fully consistent with the statutory duty to
make prudent revenue provision.

Option 1 - Regulatory Method
Authorities may continue to use the formulae put in place by the previous
regulations.

Option 2 - Capital Financing Requirement Method
This is a technical calculation based upon taking 4% of the level of outstanding debt
as signified by the previous year’s balance sheet.

Option 3 — Asset Life Method
This is to make provision over the estimated life of the asset for which the borrowing
is undertaken. This could be done by:

(@)  Charging MRP in equal instalments over the life of the asset

(b) Charging MRP according to the flow of benefits from an asset where the
benefits are expected to be different between years (CIPFA guidance is
awaited for this methodology)

Option 4 - Depreciation
The asset is depreciated in accordance with standard accounting methods

The regulations make a distinction between capital expenditure incurred before 1
April 2008 and capital expenditure incurred from 1 April 2008 in terms of the options
available.

Options 1 and 2 are to be used for capital expenditure incurred pre April 2008.
Options 3 and 4 are to be used for Capital expenditure incurred post April 2008.
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Recommendations

6. In order to avoid complexity and to spread the charge to the revenue budget over
the life of the asset, it is recommended that for MRP purposes the PCC continues
with the current approach, namely that:

e Capital expenditure incurred before April 2008 is treated in accordance with
option 1 of the regulatory guidance; and

e Capital expenditure incurred from April 2008 is treated in accordance with
option 3(a) of the regulatory guidance.
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APPENDIX G
MEDIUM-TERM FINANCIAL PLAN
Option 1: 0% increase in council tax in each year

2014/15 2015/16 2016/17 2017/18
£000 £000 £000 £000

Net expenditure budget (before savings) 153,939 155,377 159,153 161,735
Total funding / budget requirement -147,489 -144,395 -141,180 -138,094
Deficit before known savings 6,449 10,982 17,973 23,641
CSR1 savings identified -1,049 -1,276 -2,053 -2,053
CSR2 savings already identified -1,540 -1,656 -1,636 -1,636
Deficit after known savings 3,860 8,050 14,284 19,952
Additional CSR2 planned project savings -937 -3,901 -6,688 -7,644
Revised deficit after additional savings 2,923 4,149 7,596 12,308
In year use of Budget Support Reserve -2,923 -4,149 -7,596 -12,308*
Total 0 0 0 0

*Under this option the constabulary would need to make additional savings of at least
£5.2m in 2017-18 to prevent the budget support reserve from running out.

Additionally, if the assumptions in section 7 of the report continue into 2018-19 additional
savings of nearly £17m will need to be found in that year.
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APPENDIX H
MEDIUM-TERM FINANCIAL PLAN
Option 2: 1.9722% increase in council tax in each year

2014/15 2015/16 2016/17 2017/18
£000 £000 £000 £000

Net expenditure budget (before savings) 153,939 155,377 159,153 161,735
Total funding / budget requirement -148,009 -145,459 -143,347 -141,388
Deficit before known savings 5,929 9,918 15,806 20,347
CSR1 savings identified -1,049 -1,276 -2,053 -2,053
CSR2 savings already identified -1,540 -1,656 -1,636 -1,636
Deficit after known savings 3,340 6,986 12,117 16,658
Additional CSR2 planned project savings -937 -3,901 -6,688 -7,644
Revised deficit after additional savings 2,403 3,085 5,429 9,014
In year use of Budget Support Reserve -2,403 -3,085 -5,429  -9,014*
Total 0 0 0 0

*Under this option the constabulary would still have £1.9m remaining in the budget support
reserve.

Additionally, if the assumptions in section 7 of the report continue into 2018-19 additional
savings of over £12m will need to be found in that year.
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APPENDIX I
MEDIUM-TERM FINANCIAL PLAN
Option 3: Minus 1 % increase in council tax in each year

2014/15 2015/16 2016/17 2017/18
£000 £000 £000 £000

Net expenditure budget (before savings) 153,939 155,377 159,153 161,735
Total funding / budget requirement -146,938 -143,844 -140,629 -137,543
Deficit before known savings 7,000 11,533 18,524 24,192
CSR1 savings identified -1,049 -1,276 -2,053 -2,053
CSR2 savings already identified -1,540 -1,656 -1,636 -1,636
Deficit after known savings 4,411 8,601 14,835 20,503
Additional CSR2 planned project savings -937 -3,901 -6,688 -7,644
Revised deficit after additional savings 3,474 4,700 8,147 12,859
In year use of Budget Support Reserve -3,474 -4,700 -8,147 -12,859*
Total 0 0 0 0

*Under this option the constabulary would need to make additional savings of at least
£7.4m in 2017-18 to prevent the budget support reserve from running out.

Additionally, if the assumptions in section 7 of the report continue into 2018-19 additional
savings of over £17m will need to be found in that year.
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COUNCIL TAX PRECEPT PROPOSED OPTION 2014-15

Option 1 — 0% increase in council tax in 2014-15

Budget requirement

Less Government funding

To be met from council tax (incl. surplus)

Billing Authority

Breckland

Broadland

Kings Lynn & West Norfolk
Norwich

Great Yarmouth

North Norfolk

South Norfolk

Total

Valuation
Band

ITGTMMOO >

APPENDIX J

£
147,488,772
93,563,715
53,925,057
Surplus/(Deficit) Total
Precept On Collection Payments
Amount Fund Due
£ £ £
7,632,883 (10,596) 7,622,287
8,572,126 (58,000) 8,514,126
9,392,836 353,324 9,746,160
6,612,416 0 6,612,416
5,170,543 0 5,170,543
7,382,848 105,754 7,488,602
8,731,554 39,369 8,770,923
53,495,206 429,851 53,925,057
Council Tax
2014-15
£
133.86
156.17
178.48
200.79
245.41
290.03
334.65
401.58
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Payment Dates

The payment dates are as follows; (yet to be notified for 2014-15)

Payment

oOoNOoO Ok WDN =

—_ - O
N = O

(i) Where a surplus on collection of 2013-14 council tax has been estimated, the
District Council concerned will pay to the PCC its proportion of the sum by ten equal
instalments, as an addition to the May 2014 to February 2015 precept payments.

(ii) Where a deficit on collection of 2013-14 council tax has been estimated, the District
Council concerned will receive from the PCC its proportion of the sum by ten equal
instalments, as a reduction to the May 2014 to February 2015 precept payments.

Date

19 April 2013
20 May

19 June

22 July

19 August

19 September

21 October

19 November

19 December

20 January 2014
20 February

19 March

B

O WWOWOWOOWOOOOOon
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APPENDIX K

COUNCIL TAX PRECEPT PROPOSED OPTION 2014-15

Option 2 — 1.972% increase in council tax, accept precept support grant in 2014-15

Budget requirement

Less Government funding

To be met from council tax (incl. surplus)

Billing Authority

Breckland

Broadland

Kings Lynn & West Norfolk
Norwich

Great Yarmouth

North Norfolk

South Norfolk

Total

Valuation
Band

ITGTMMOO >

£
148,008,857
93,028,762
54,980,095
Surplus on Total
Precept Collection Payments
Amount Fund Due
£ £ £
7,783,420 (10,596) 7,772,824
8,741,186 (58,000) 8,683,186
9,578,082 353,324 9,931,406
6,742,827 0 6,742,827
5,272,517 0 5,272,517
7,528,453 105,754 7,634,207
8,903,759 39,369 8,943,128
54,550,244 429,851 54,980,095
Council Tax
2014-15
£
136.50
159.25
182.00
204.75
250.25
295.75
341.25
409.50
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Payment Dates

The payment dates are as follows; (yet to be notified for 2014-15)

Payment

oOoNOoO Ok WDN =

—_ - O
N = O

() Where a surplus on collection of 2013-14 council tax has been estimated, the
District Council concerned will pay to the PCC its proportion of the sum by ten equal
instalments, as an addition to the May 2014 to February 2015 precept payments.

(ii) Where a deficit on collection of 2013-14 council tax has been estimated, the District
Council concerned will receive from the PCC its proportion of the sum by ten equal
instalments, as a reduction to the May 2014 to February 2015 precept payments.

Date

19 April 2013
20 May

19 June

22 July

19 August

19 September

21 October

19 November

19 December

20 January 2014
20 February

19 March

B

O WWOWOWOOWOOOOOon
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APPENDIX L

COUNCIL TAX PRECEPT PROPOSED OPTION 2014-15

Option 3 — 1% decrease in council tax in 2014-15

Budget requirement

Less Government funding

To be met from council tax (incl. surplus)

Billing Authority

Breckland

Broadland

Kings Lynn & West Norfolk
Norwich

Great Yarmouth

North Norfolk

South Norfolk

Total

Valuation
Band

ITGTMMOO >

£
146,937,276
93,563,715
58,373,561
Surplus on Total
Precept Collection Payments
Amount Fund Due
£ £ £
7,554,194 (10,596) 7,543,598
8,483,754 (58,000) 8,425,754
9,296,002 353,324 9,649,326
6,544,247 0 6,544,247
5,117,239 0 5,117,239
7,306,736 105,754 7,412,490
8,641,538 39,369 8,680,907
52,943,710 429,851 58,373,561
Council Tax
2014-15
£
136.50
159.25
182.00
204.75
250.25
295.75
341.25
409.50
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Payment Dates

The payment dates are as follows; (yet to be notified for 2014-15)

Payment

oOoNOoO Ok WDN =

—_ - O
N = O

(i) Where a surplus on collection of 2013-14 council tax has been estimated, the
District Council concerned will pay to the PCC its proportion of the sum by ten equal
instalments, as an addition to the May 2014 to February 2015 precept payments.

(ii) Where a deficit on collection of 2013-14 council tax has been estimated, the District
Council concerned will receive from the PCC its proportion of the sum by ten equal
instalments, as a reduction to the May 2014 to February 2015 precept payments.

Date

19 April 2013
20 May

19 June

22 July

19 August

19 September

21 October

19 November

19 December

20 January 2014
20 February

19 March

B
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Norfolk Police and Crime Panel
31 January 2014
ltem 6

Complaints Monitoring Report

Suggested approach from Jo Martin, Scrutiny Support Manager

The Panel is recommended to consider and note the regular monitoring information
from the Commissioner’s Chief Executive and Norfolk County Council’s Head of
Democratic Services.

1.1

1.2

1.3

2.1

Background

The Panel has delegated the Initial Handling of Complaints and Conduct
Matters (as set out in The Elected Local Policing Bodies (Complaints and
Misconduct) Regulations 2012, Part 2) to the Commissioner’s Chief Executive,
in consultation with a nominated member of the Panel.

The Panel has also delegated the resolution of other complaints (as set out in
The Elected Local Policing Bodies (Complaints and Misconduct) Regulations
2012, Part 4) to the County Council's Head of Democratic Services for
informal resolution, in consultation with a nominated member of the Panel.

The Commissioner's Chief Executive and the County Council's Head of
Democratic Services agreed to provide the Panel with monitoring reports, at
least annually, setting out the number and spread of complaints handled
during the period.

Complaints received during 2012-13 and 2013-14 (to date)

The Commissioner’s Chief Executive has confirmed the following complaints
from commencement of the PCC role to date:

e Complaint 1 — Dated: 15™ July 2013

The complaint related to the Commissioner's omission to register
immediately under the Data Protection Act upon coming into office. The
matter was referred to the Independent Police Complaints Commission,
which decided that it did not need to investigate the complaint. The
matter was referred back to Norfolk for informal resolution by NCC’s
Head of Democratic Services, in consultation with the designated Panel
Members. Having reviewed the matter, it was agreed to write to the
complainant to advise that as the Commissioner’s Office had voluntarily
registered in the name of the PCC within days, no further action was
needed.

Completed: September 2013

e Complaint 2 — Dated: 8" November 2013
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The complaint relates to the publicity regarding the Commissioner’s
travelling expenses.

This was referred to the IPCC in the interest of transparency and
openness and in the knowledge that the complainant had stated they
would independently complain to the IPCC. The outcome from the IPCC
is still awaited.

On-going

Complaint 3 — Dated: 15™ November 2013

The complaint relates to the publicity regarding the Commissioner’s
travelling expenses.

In light of the similarities to the second complaint, this complaint was put
on hold pending the outcome from the IPCC investigation. The
complainant was informed and they were satisfied with this approach.

On-going

Complaint 4/5 — Dated 6" January 2014 and 7" January 2014

These complaints relate to the publicity regarding the Commissioner’s
travelling expenses.

These complaints, received from a single complainant, have received a
reply requesting further information of the nature of the complaint to help
enable the Chief Executive and Independent Panel Member to
determine this complaint and due process.

On-going

2.2  As background information for the Panel, the Commissioner’s Chief Executive

has

also confirmed that 46 FOI (Freedom of Information) requests have also

been received. The main themes of the FOI requests are:

the staffing, structure and set up costs of the new Office of the Police
and Crime Commissioner for Norfolk

PCC Expenses (including requests for the PCC’s and D/PCC’s working
diaries)

Expenses/Bonus Payments regarding staff

PCC Budget

Gifts and Hospitality

Exit Payments to Staff

Transparency of PCCs

Miscellaneous:
o Vehicle Hire / Use
o Use of Consultants
o Association of Police and Crime Commissioners Email Circulars
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Training

Previous Convictions of Staff

Use of ICT Packages

Out of Court Settlements/Employment Tribunals
Number of items stolen from PCC Office
Funding of Drug and Alcohol Services

ACPO Contributions/Expenses

One FOI request has also been received about the Panel (its costs and Panel
Member allowances/remuneration).

2.3  The Commissioner’s Chief Executive will attend the meeting to respond to any

questions that the Panel may have.

3. Action

3.1 The Panel is recommended to consider and note the regular monitoring

information.

IN 4\
W TRAN

communication for all

If you need this report in large print, audio, Braille,
alternative format or in a different language please
contact Jo Martin on 0344 800 8011 or 0344 800 8011
(Textphone) and we will do our best to help.

68



Norfolk Police and Crime Panel
31 January 2014
ltemno 7

Work Programme 2014-15

Suggested approach from Jo Martin, Scrutiny Support Manager

The Panel is asked to consider the proposed work programme for 2014-15.

1.1

1.2

1.3

2.1

2.2

2.3

2.4

Background

The Police and Crime Panel (“the Panel”) may determine the number of
meetings it holds.

The Rules of Procedure state that the Panel shall meet at least four times each
year to carry out its functions. In addition to the scheduled public meetings,
extraordinary meetings may be called from time to time in accordance with the
Panel’s Rules of Procedure.

The Police and Crime Panel may also be requested to hold additional
meetings, for example if the Police and Crime Commissioner (“the
Commissioner”) should wish to appoint to specific posts within their staff. It is
also possible that the Panel may wish to establish sub-committees and/or time
limited task and finish groups to undertake specific task based work and report
back to the Panel. Also the Panel may need to meet to consider any revisions
the Commissioner makes to his Police and Crime Plan for Norfolk 2013-17.

Suggested approach

The proposed work programme for 2014-15 is attached at Annex A of this
report.

This takes on board the outcomes from the Panel Members’ workshop, held on
13 December 2013, to review its experience to date and consider how it can
develop its role.

Panel Members considered that many things had gone well during the first full
year, such as:

e good co-operation between Councils in setting up the Panel

the support provided by Norfolk County Council

very good commitment and engagement from Panel members,

the processes around set-piece functions of the Panel

the exchange of views and discussion on major points raised with the
Commissioner and Deputy Commissioner

However, Panel Members also considered that there was room for much
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2.5

3.1

improvement in the following areas:

e Promoting the role of the Panel

e Getting beyond the Panel’s ‘special functions’ to hold the Commissioner to
account for the full extent of his decisions and actions

e Continuing to build a relationship with the Commissioner that will enable
sustained and constructive challenge

The Panel considered that the following actions would help to strengthen its
role during 2014-15:

a) Raising the public profile of the Panel

Owing to limited resources, the Panel’s activity will continue to be promoted via
the existing media channels, such as press releases about each meeting and
ensuring the content of the Panel's webpage is kept up-to-date. Information
about the Panel will be included in the March edition of Your Norfolk, alongside
information from the Commissioner. Panel Members agreed that getting
beyond its ‘special functions’ and looking in more depth at areas of the
Commissioner’s activity would also foster more interest. It was also suggested
that Panel Members may wish prepare a report about the Panel’s activity for
consideration at the meetings of their Full Council.

b) Identify areas of the Commissioner’s activity for in-depth review

Members were keen to own their work programme and put forward
suggestions about priority issues that the Panel should review. To date
Members’ suggestions fit within the scope of the Commissioner’s 2014-15
Norfolk Police & Crime Plan strategic objectives and is recommended that the
Panel should focus each quarter on one of these. For example, one suggestion
put forward was ‘to explore what the Commissioner has done regarding
restorative justice’. This could be addressed when the Panel looks at the
Commissioner’s third strategic objective for 2014-15 “Reducing the need for
service, through preventative and restorative approaches and more joined up
working with partners; protecting the availability of front line resources.”

C) Regular consideration of the Commissioner’s decisions and actions

It is suggested that an information bulletin should be included as an item for
discussion at each meeting. The bulletin will include decisions taken by the
Commissioner since the last Panel meeting and updates on any item of interest
to the Panel. Following the Panel's February meeting, when the postponed
‘Questions to the Commissioner’ item will take place, this would provide a
regular opportunity to put questions to the Commissioner about his decisions
and activity.

Sub committee

When the Panel met in November 2013 it agreed to establish a sub-panel of 4
members to review the PriceWaterhouseCoopers audit report about the
internal control procedures relating to the Commissioner’s expense claims,
following the resolution of related complaints. It was also agreed that the sub-
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panel should consist of 4 members; Mr Richmond, Mr Foulger, Mr Sutton and
Dr Boswell. It is suggested that any sub-panel should comprise main members
only, not named substitute members, and that the Panel should agree a
replacement for Mr Foulger.

4, Public questions

4.1  The proposed work programme for 2014-15 is attached at Annex A of this
report.

3. Action
3.1  The Panel is asked to:

1) Consider the work programme attached at Annex A of this report and
agree whether there are any items to be added or deleted, postponed or
brought forward — subject to confirmation, if appropriate, from the Police
and Crime Commissioner for Norfolk.

2) Confirm that sub-panels should comprise main members only and agree
a replacement for Mr Foulger.

I N A If you need this report in large print, audio, Braille,
alternative format or in a different language please
v TRAN contact Jo Martin on 0344 800 8011 or 0344 800 8011
communication for all (Textphone) and we will do our best to help.
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Norfolk Police and Crime Panel

Forward Work Programme 2013-14

Annex A

Main items of business

Invited to attend

10am, Friday 31
January 2014, County
Hall

Review the proposed precept for 2014-15 (the Panel must review and report by
8 February 2014)

Complaints monitoring report

Forward work programme for 2014-15

Commissioner and Deputy
Commissioner, supported by
members of the
Commissioner’s staff and Chief
Constable

10am, Thursday 13
February 2014, County
Hall

Reserve date — to review a revised precept for 2014-15, if vetoed (the Panel must
review and report by 22 February 2014)

Questions to the Commissioner — postponed from 13 December 2013

Commissioner and Deputy
Commissioner, supported by
members of the
Commissioner’s staff and Chief
Constable

Forward Work Programme 2014-15

Main items of business

Invited to attend

10am, Friday 4™ April
2014, County Hall

Review of any variations to the Police & Crime Plan for Norfolk and consider
the strategic commissioning intentions

Information bulletin/Commissioner Q&A

Commissioner and Deputy
Commissioner, supported by
members of the
Commissioner’s staff and Chief
Constable
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10am, Friday 4" July
2014, County Hall

Appointment of Chairman and Vice-Chairman

Review of the Panel’s Rules of Procedure, including the process for dealing
with complaints about the Conduct of the Police and Crime Commissioner
for Norfolk

Balanced Appointment Objective

Review the Commissioner’s 2013-14 Annual Report

Police and Crime Plan 2014-15 — focus on strategic objective 1: Reducing
priority crime, anti-social behaviour and reoffending

Information bulletin/ Commissioner Q&A

Norfolk Police and Crime Panel funding (To note the 2013-14 expenditure and
consider the 2014-15 grant allocation)

Commissioner and Deputy
Commissioner, supported by
members of the
Commissioner’s staff and Chief
Constable

10am, Friday 3"
October 2014, County
Hall

Police and Crime Plan 2014-15 - focus on strategic objectives 2 and 3:
- Reducing vulnerability, promote equality and support victims
- Reducing the need for service, through preventative and restorative
approaches and more joined up working with partners; protecting the
availability of front line resources
Complaints monitoring report

Information bulletin/Commissioner Q&A

Commissioner and Deputy
Commissioner, supported by
members of the
Commissioner’s staff and Chief
Constable

10am, Friday 30
January 2015, County
Hall

Review the proposed precept for 2015-16 (the Panel must review and report
by 8 February 2015)

Forward work programme for 2015-16

Commissioner and Deputy
Commissioner, supported by
members of the
Commissioner’s staff and Chief

Constable
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10am, Thursday 12 Reserve date — to review a revised precept for 2015-16, if vetoed (the Panel Commissioner and Deputy

February 2015, County | must review and report by 22 February 2015) Commissioner, supported by

Hall members of the
Commissioner’s staff and Chief
Constable

The identified items are provisional only. The following meetings will be scheduled only if/when required:
o confirmation hearings

For information

Norfolk County Community Safety Partnership Scrutiny Sub Panel — This Panel met on 13 November 2013. Members will be notified of
the date of the next meeting.

Scheduled Commissioner-Chief Constable bi-lateral meetings are due to take place on the following dates (agendas will be made
available via the Commissioner’s website):

13 March 2014, 10am, Heritage Room, Kings Lynn Town Hall.

14 May 2014, 10am, Rambouillet Room, Great Yarmouth Town Hall
16 July 2014, 2pm, venue to be confirmed

17 September 2014, 10am, venue to be confirmed

19 November 2014, 10am, venue to be confirmed

Scheduled Norfolk and Suffolk Collaboration Panel meetings are due to take place as follows (agendas will be made available via the
Commissioner’s website:

27 February 2014, 10am — Suffolk, Strategic Co-ordination Centre, Police HQ, Martlesham Heath

30 April 2014,10:30am — Sandringham Room, Norfolk Constabulary Headquarters

2 July 2014, 10:30 am — Suffolk, Strategic Co-ordination Centre, Police HQ, Martlesham Heath

3 September 2014, 10:30am - Filboy Room, Norfolk Constabulary Headquarters

5 November 2014, 10:30am - Suffolk, Strategic Co-ordination Centre, Police HQ, Martlesham Heath
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