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MEDIUM TERM FINANCIAL STRATEGY 2018/19 TO 2021/22
1.

Introduction

1.1

This report provides the Board with the Medium Term Financial Strategy (MTFS) for
the period 2018/19 to 2021/22. It provides updates to the MTFS since the draft MTFS
was discussed at BCB on 17 November 2017.

1.2

Since the draft MTFS was approved the Home Secretary has issued the draft financial
settlement for 2018/19. This has enabled the funding element of the MTFS to be
finalised. The MTFS now sets out:


The financial strategy for the period 2018/19 to 2021/22



The detailed revenue budget for 2018/19 and projected budgets for the
financial years 2019/20 to 2021/22.



The capital programme 2018/19 to 2021/22.

1.3

The report also sets out the final Council Tax recommendation for the Board to
approve and recommend to the Police and Crime Panel for their comments, prior to
setting the Council Tax precept.

1.4

The development of the MTFS is a collaborative exercise between the finance teams
of the OPCC and the Constabulary but also including the wider management teams,
to discuss the impact of the Police and Crime Plan on the MTFS and the impact of
known and unknown demand pressures.
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2.

Recommendation

2.1

The Board is asked to approve:


The MTFS 2018/19 to 2021/22



Approve the 2018/19 Budget



Approve the 2018/19 Capital Programme



Approve the increase the policing element of council tax by £11.97 this will
increase the policing element of Band D council tax from £186.75p in
2017/18 to £198.72 per annum, an increase of £1 per month.

3.

Medium Term Financial Strategy

3.1

The draft MTFS for the period 2018/19 to 2021/22 is attached at Appendix A. The
MTFS is the key financial planning document of the Commissioner and sets out the
overall strategy in which the budget will operate over the coming four years. The
MTFS represents the financial plan required to deliver the objectives and outcomes
of the Commissioner as set out in the Police and Crime Plan. The Medium Term
Financial Plan (MTFP), the numbers, flows from this document and forms the budget
for 2018/19 and the precept for the Commissioner.

3.2

The Police and Crime Plan has four pillars to its delivery, Offenders, Victims,
Community and Transformation with a number of objectives under these pillars. The
fundamentals of the Police and Crime Plan is underpinned by the delivery of a
transformation programme that will enable the Commissioner and the Constabulary
to better manage the demands on the service whilst improving the quality of service
for victims and the wider community.

3.3

The Police and Crime Plan is delivered through the Force Delivery Plan, which sets
out the Constabulary’s aims and objectives over the same period and detailed action
plans under each of the four pillars.

3.4

The new budget and MTFS for the period 2018/19 to 2021/22 will ensure the
continual delivery of these objectives and the Commissioners and Chief Constables
transformation programme.

4.

MTFS 2018/19 to 2021/22

4.1

The draft MTFS 2018/19 to 2021/22 can be seen in Appendix 1. This document sets
out the factors that have influenced the strategy covers:






The Police and Crime Plan
Police Funding
Workforce
Demand
Collaboration
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Inflation and Savings
Commissioning and Grants Strategy
Risks
Capital Strategy
Robustness of Estimates and Reserves

4.2

In each of the sections listed in 4.1 the MTFS sets out the impact these have on the
development of the MTFS and how they impact the budget build process or the
risks that may be associated with these. For example, inflation, the MTFS sets out
the current parameters for inflation but will also set out the risks associated with
this should inflation increase above what is allowed for.

4.3

The MTFS then allows for the development of the Medium Term Financial Plan
(MTFP) which is the financial aspect of the strategy. This is Annex 1 of the MTFS.

5.

MTFP 2017/18 to 2020/21

5.1

Table 1 below shows the Net Budget Requirement (NBR) for 2017/18 and the
estimated figures (to date) for the financial years 2018/19 through to 2021/22.
Table 1 – Budget 2017/18 and Estimated Budget 2018/19 to 2021/22

Heading

Budget
2017/18

Estimated
Budget
2018/19

Estimated
Budget
2019/20

Estimated
Budget
2020/21

Estimated
Budget
2021/22

£’000

£’000

£’000

£’000

£’000

Constabulary
OPCC
Grants &
Corporate Costs
Capital Financing
TOTAL
% Change
5.2

126,336
1,114
2,322

132,322
1,220
2,387

140,219
1,250
2,323

144,576
1,299
2,323

149,113
1,349
2,323

1,187

1,188

1,190

1,487

1,821

130,960

137,117
4.7%

144,982
5.7%

149,684
3.2%

154,606
3.3%

The assumptions that are built into the figures in Table 1 are:






Pay inflation – 2% through all four future years
Cost of increments – 0.5%
Pensions inflation – 2% in 2020/21 and 2021/22 (first 2 years is built into
pressures)
General inflation – 3%
Fuel inflation – 4%
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5.3

The major change in the MTFS since the draft was presented to the Board in
November 2017 has been the draft financial settlement issued by the Home
Secretary on 19th December 2017. The funding implications of the settlement are
discussed in section 6 below but as a result of additional funding Council Tax income
to be raised in 2018/19 the commissioner has decided to utilise the additional
amounts over and above the 2% increase in Council Tax originally planned to fund
the recruitment of additional police officers to help to manage the increasing
demand on the Constabulary. After allowing for the additional costs required to
support frontline officers (additional equipment, vehicles, ICT, additional HR support
for recruitment and supervisory officers) the additional budget raised will allow for
55 officers to be recruited throughout 2018/19.

5.4

The Home Secretary has also indicated that she is minded to repeat the 2018/19
financial settlement in 2019/20, provided continued progress on productivity and
efficiency occurs and, therefore, the Commissioner will be examining whether to
repeat this additional recruitment in 2019/20.

6.

Funding

6.1

The Commissioners budget is funded from two main sources, Government Grant
(60%) and Council Tax (39%). On 19th December 2017 the Home Secretary issued the
draft financial settlement for 2018/19. This set out the following:


A cash standstill Police grant of £78.411m



Allowing Police and Crime Commissioners to increase the Police element of
the Council Tax Band D equivalent by up to £12 per annum, before having to
seek approval via a referendum



Capital Grant of £506k

6.2

The Home Secretary also stated, “If the police deliver clear and substantial progress
against the agreed milestones on productivity and efficiency in 2018, then the
Government intends to maintain the protection of a broadly flat police grant in
2019/20 and repeat the same flexibility of the precept, i.e. allowing PCCs to increase
their Band D precept by a further up to £12 in 2019/20.”

6.3

Despite the cash standstill position of the Police Grant settlement there is still a
funding gap over the MTFS period of £9.323m.
Council Tax

6.4

As a result of the draft financial settlement the Commissioner is proposing to
increase the Police element of the Council Tax (Band D equivalent) by £11.97 to
£198.72 in 2018/19. Through the rest of the MTFS period the assumption is that the
£12 increase will occur in 2019/20 with a 2% increase in the subsequent two years.

6.5

The Police precept is set by taking the Band D Council Tax amount and multiplying it
by the Council Tax Base. All billing authorities across Cambridgeshire have provided
their estimated Council Tax Base for 2018/19. The gives a council tax base of
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279,882. The MTFS is also assuming an increase across the whole period in the
Council Tax base, reflecting both the current growth in population and housing
across Cambridgeshire plus the Combined Authority Mayor’s ambition to further
increase house building. This is reflected in an overall growth over the period of
22,000 properties.

7.

Savings and Efficiencies

7.1

As discussed in section 6.3 there is a funding gap of £9m over the period. It is
important that the Commissioner has plans in pace to meet this budget gap over the
course of the MTFS, however, it is recognised that over a four year period these
plans will not be definitive and there may be gaps in the latter years. For the first
year of the MTFS, though, it is a legislative requirement that the budget is balanced,
though this can come from reserves.

7.2

Throughout the budget planning process for 2018/19 and beyond savings and
service efficiencies have been identified. Table 2 shows the current saving plans
across different parts of the business along with the current RAG status.
Table 2: Current Savings Plans RAG status and Values

Heading

Local Policing Review
Green
Procurement (inc 7F)
Red
Amber
Other Local Policing
Red
Amber
Green

Estimated
Budget
2018/19

Estimated
Budget
2019/20

Estimated
Budget
2020/21

Estimated
Budget
2021/22

TOTAL

£’000

£’000

£’000

£’000

£’000

2,104

1,078

1,742

200

5,124

0
0

0
800

800
0

800
0

1,600
800

0
0
417

0
200
0

200
0
0

0
0
0

200
200
417

0

300

0

800
0

800
300

0
0
2,045

358
350
0

1,987
0
0

21
0
0

2,366
350
2,045

0

358

2,987

1,621

4,966

Estates Strategy
Red
Amber
Collaboration
Red
Amber
Green
TOTAL
Red
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Amber
Green

0
4,566

1,650
1,078

0
1,742

Overall Total Savings

4,566

3,086

4,729

(1,801)

(2,401)

47

Budget (Gap)/ surplus 2018/19 to be met from
Budget Assistance
Reserve

0
200

1,650
6,738

1,821 13,354
314

7.4

Table 2 shows that there are plans in place to meet the funding gap, with a potential
surplus of £314k in 2021/22. However as approximately a third of these savings are
currently holding a red status, primarily due to them being 3-4 years from fruition,
it is important that the sustained effort on driving out efficiencies across all aspects
of the budget is continued.

8.

Reserves

8.1

The General Reserve, which is a statutory contingency reserve to fund unplanned
and emergency expenditure, for example a major operational investigation, stood
at £7.197m (5.5% of the NBR 2017/18). In 2017/18 there will be a call of £0.263m
on the general reserve as a result of the police pay award above the 1% budgeted
for, bringing the balance down to £6.934m (5.05% of 2018/19 estimated NBR). A
general reserve of 5% of the Net Budget Requirement is considered prudent. This
means that as the NBR increases each year a contribution to the General Reserve is
required. The estimated position of the General Reserve over each year of the MTFS
is shown in Table 3 below.
Table 3: General Reserve Balance 2018/19 to 2021/22
Heading
Opening
Balance
Transfer
(Out)/ In
Closing
Balance

8.2

2018/19

2019/20

2020/21

2021/22

£’000
£’000
£’000
£’000
6,934
6,934
7,240
7,497
0

306

257

224

6,934

7,240

7,497

7,721

The Budget Assistance Reserve, which is intended to be used to even out
fluctuations within the MTFS period and is use to bring the General Reserve up to
the 5% level, will have the following movements, based on the projected outturn
position for 2017/18 and the budget gap figures in table 2 above.
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Table 4: Projected Budget Assistance Reserve
Heading

Budget
2017/18

Estimated
Budget
2018/19

Estimated
Budget
2019/20

Estimated
Budget
2020/21

Estimated
Budget
2021/22

Opening Balance

£’000
8,414

£’000
2,766

£’000
965

£’000
(1,472)

£’000
(1,682)

Transfer (Out)/ In

(5,648)

(1,801)

(2,437)

(210)

90

Closing Balance

2,766

965

(1,472)

(1,682)

(1,592)

8.3

Currently the Budget Assistance Reserve is due to go into a negative position in
2019/20. This cannot happen, and even though the overall position of reserves is
positive (see table 5 below) the continued pressure on reducing expenditure, and
identifying efficiencies and savings has to continue in order to rectify the reserves
position.

8.4

The commissioner is also required to clearly set out how he intends to use all
reserves over the MTFS period. Table 5 sets out the estimated balances of the
reserves over the period of the MTFS.

Table 5: Estimated Reserves Position 2018/19 to 2021/22
Balance 31
March 2018
Usable Reserves
Drug Forfeiture (Operational) Reserve
Budget Assistance Reserve
Road Casualty Reduction & Support
Fund (*)
Collaboration & Commissioning
Reserve
ICT Development Reserve
Estate Development Reserve
Contingency Reserves
Insurance Reserve
Ill-Health Retirement Reserve
Capital Reserves
Capital Reserve
Capital Receipts Reserve
Total Earmarked Reserves
General Reserve
Total Usable Reserves
Business Coordination Board
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Balance 31
March 2019

Balance 31
March 2020

Balance
31 March
2022

Balance 31
March 2021

78
2,766

78
965

78
(1,472)

78
(1,682)

78
(1,592)

1,348

1,348

1,348

1,348

1,348

270
161
3,439

270
5,439

-

-

-

996
398

996
398

996
398

996
398

996
398

1,875
1,888
13,219

845
-

-

1,138

1,228

10,339

1,348

6,934

6,934

7,240

7,803

8,027

20,153

17,273

8,588

8,635

8,949
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(*) This reserve will be utilised over the MTFS period but it is not yet known what the spend profile will be.

9.

Capital

9.1

The proposed capital programme for 2018/19 to 2021/22 is in Annex 2 of the MTFS
and is summarised below in Table 6, along with the proposed funding sources.
Heading

Estimated
Budget
2018/19

Estimated
Budget
2019/20

Estimated
Budget
2020/21

Estimated
Budget
2021/22

£’000

£’000

£’000

£’000

Estates Programme
Fleet Programme
ICT Enabling
Programme

4,000
1,700
1,304

10,500
1,700
500

5,000
1,700
2,200

500
1,700
200

Operational
Programme
TOTAL

445

400

400

400

7,449

13,100

9,300

2,800

Financing
Capital Grants
Vehicle Receipts
Capital Receipts
Reserves
Borrowing
TOTAL

720
150
1,888
1,191
3,500
7,449

506
150
0
845
11,599
13,100

506
150
0
0
8,644
9,300

506
150
0
0
2,144
2,800

9.2

The most significant project within the proposed capital programme is the Southern
Policing Hub.

9.3

From 2020/21, the primary source of capital financing will be borrowing as capital
reserves and receipts will have been fully utilised by this point and it is anticipated
that the current low level of capital grants received from central government will
continue. This will have ongoing revenue consequences due to the need to budget
for interest and minimum revenue provision payments.

10.

Robustness of Estimates

10.1

Under Section 25 of the Local Government Act 2003, the Commissioner’s Chief
Financial Officer (CFO) is required to report on the robustness of the estimates made
for the purposes of the budget calculations.

10.2

Work on the 2018/19 budget gap started early in 2017/18, as the Constabulary
identified savings during the financial year which contribute towards balancing the
budgets for the next financial year. This is the established practice, which ensures
that the savings and efficiencies are achievable and the Constabulary continually
strives to ensure effective and efficient policing.
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10.3

A sound financial strategy is the key enabler to the achievement of the pledges in
the Plan, the objectives of the operational policing strategy and the protection of
front-line policing. One of the best ways to keep people safe and maintain police
resources and people’s confidence in the police is to place an emphasis on long-term
financial and strategic management as a whole. The Commissioner and
Constabulary never look at expenditure numbers in isolation.

10.4

Analysing and setting the Commissioner’s and Constabulary’s budgets is an iterative
and ongoing process. Initial drafts of the following year’s budget are prepared
throughout the current year. The budget setting process continues in earnest in
September. The known factors including contractual commitments, cost pressures
and savings identified during the current financial year, alongside assumptions
relating to central government funding. These factors set the financial landscape
for the coming year. The Constabulary’s Budget Managers are tasked with reviewing
their budgets and recommending savings. This work is undertaken in close cooperation with the Constabulary’s Finance Team.

10.5

The Commissioner’s CFO and Constabulary Director of Finance and Resources meet
regularly from July to consider the draft budget and MTFP, challenging assumptions
and analysing savings in order to improve a realistic and sustainable financial plan
that enables the Constabulary to bring the operational policing strategy to fruition.

11.

Consultation

11.1

The Commissioner’s Council Tax increase proposals are currently out to public
consultation, which started on January 5 2018 and will close on January 29 2018. An
update on the current position of the consultation will be given at the meeting.

12.

Recommendation

12.1

The Board is asked to approve:


The MTFS 2018/19 to 2021/22



Approve the 2018/19 Budget



Approve the 2018/19 Capital Programme



Approve the increase the policing element of council tax by £11.97; this will
increase the policing element of Band D council tax from £186.75p in
2017/18 to £198.72 per annum, an increase of £1 per month.
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APPENDIX 1 – MEDIUM TERM FINANCIAL STRATEGY 2018/19 to 2021/22
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2

Overview and Purpose of Strategy

2.1

The Medium Term Financial Strategy (MTFS) is Cambridgeshire Police and
Crime Commissioner’s key financial planning document.

2.2

The Police and Crime Commissioner has responsibility for the totality of policing
in the Cambridgeshire Constabulary area and has a wider role in relation to the
“and Crime” agenda, which includes the responsibility for commissioning
victims’ services.

2.3

The MTFS identifies the known factors affecting the organisation’s financial
position. It will balance the objectives of the Commissioner’s Police and Crime
Plan against constraints in resources allowing the Commissioner to make
informed decisions. It also identifies assumptions and the risks and/or
opportunities and how these affect the financial plan.

2.4

There are pressures on the plan including pay increases for police officers
which were announced recently by Central Government. The Police staff pay
award is currently unknown but expected to follow officers.

2.5

Demand across all Public Services is increasing and with no additional
resources being available there is the risk of an element of demand shift across
the sector, as cuts in one organisation can have a detrimental impact on the
demand of another organisation.

2.6

There are plans to achieve savings but in order to balance the budget reserves
will be used. This was anticipated as austerity cuts were implemented in 2010
and has, therefore, been planned for.
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3 Police and Crime Plan
3.1

The Police and Crime Plan contains the Commissioner’s objectives under four
strategic themes.

3.2

There is a delivery plan to ensure the actions underpinning the aims and
outcomes will be delivered. Resource implications have been taken into
consideration alongside opportunities and consideration that the plan will be
delivered in conjunction with partner agencies.
Victims

3.3

The Victims Strategic Theme is a significant part of the Commissioner’s “and
Crime” remit and in the main is for the constabulary and partners to deliver with
the Commissioner having a statutory duty to ensure an ‘effective and efficient
criminal justice system’ championing the needs of victims within the system.

3.4

The Commissioner is responsible for commissioning services for victims and
witnesses. He receives a grant from the Ministry of Justice (MoJ) in order to do
this. This grant helps a number of initiatives that seek to deliver key outcomes
of the Victims workstream, which would be at risk should there be a reduction
in the MoJ funding, including:
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3.5

The Victim and Witness Hub providing an end to end service for all
victims and witnesses of crime.
Mental Health Nurses to sit alongside staff in the Force Control Room to
provide advice and guidance to officers and staff dealing with people in
mental health crisis to enable them to receive the right care at the right
time.

A significant area of risk for the duration of this MTFS period is the Criminal
Justice System (CJ). We have seen CJ services reducing their resources and
this is impacting both on the Victim and Witness Hub and other partners
supporting people for longer, as well as short notice duty changes for court
appearances impacting on policing.
Offenders

3.6

The Offenders Strategic Theme’s overarching objective is that offenders are
brought to justice and are less likely to re-offend. Tackling and investigating
crime is a core policing role. Key to this though is the integrated approach which
is required from statutory and voluntary agencies to prevent crime and reduce
reoffending, thereby having a positive impact on demand on policing and other
services.

3.7

Community Safety Partnerships are key partners in this. Crime and disorder
reduction grants will be awarded to them for projects that support this and the
Communities strategic theme.

3.8

The Cambridgeshire and Peterborough Combined Authority is now in existence
and working across the county. This may present opportunities in areas where
the Commissioner can influence but not directly impact such as housing and
education but which can have a significant impact on offending.

3.9

A key initiative in the national agenda of Criminal Justice is the implementation
of virtual courts. This lessens the requirement for a person to sit at Court until
called, but will enable them to give their evidence from a location elsewhere via
a live link. There is a cost for the implementation of the facilities to enable this
to happen but it is an invest to save initiative as it reduces the burden on staff
attending court and assists in improving operational efficiencies.

3.10 The Police and Crime Plan has a priority action to contribute to national policing
needs as set out in the Strategic Policing Requirement. This includes areas
such as Counter-Terrorism and serious and organised crime. Cambridgeshire
are part of the Eastern Regional Specialist Operations Unit whose work
includes these areas. The Commissioner has to ensure the Chief Constable
has the resources and working regionally provides resilience in this area.
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Communities
3.11

The Communities Strategic Theme recognises all public service organisations
are facing challenges as budgets reduce and there are often the same people
with multiple and complex needs that all agencies come into contact with.

3.12 The constabulary has been undertaking a Local Policing Review (LPR) in
2017/18 to identify a new operating model which more effectively matches
resources to current and future demand. This forms a significant element of the
savings programme within the budget. It is intended this the review will create
a sustainable policing model for Cambridgeshire and Peterborough for the next
three to five years. It will support delivery of the Police and Crime Plan and
enable the constabulary to provide a more effective and legitimate service to
the public while driving continuous improvement and efficiency.
3.13 One of the first steps will be to create a Demand Hub, bringing together call
handling, dispatch, and crime management in one location, and operating with
a “one team” approach. The Hub aims to ensure effective, consistent and
robust decision making at the first point of contact, redirecting demand to the
most appropriate resource as quickly as possible and reducing inefficiencies.
However, the co-location of and recruitment into this team will increase both
revenue and capital costs during initial implementation, thus representing an
upfront cost before any savings can be realised.
3.14 A key risk, both operationally and financially, is the recruitment and retention of
police officers. The constabulary must ensure it retains existing officers,
effectively recruits new officers and improves the diversity of the workforce so
it is representative of the community it serves. The College of Policing is
introducing a graduate scheme and an apprentice scheme, which should help
manage this risk, but the full details and cost implications are not fully
known/understood at this time.
Transformation
3.15 In the face of complex economic and social pressures, we must think and act
differently and continue to transform the way we work through collaboration and
new technology. In order to achieve this the Transformation Strategic Theme
brings these strands together.
3.16 The Medium Term Financial Strategy is the document that brings the initiatives
under the transformation theme together and demonstrates how they will be
delivered.
3.17 We have a well-established collaboration with Bedfordshire and Hertfordshire
and any identified areas of risk and potential further savings are included in this
plan. Additionally joint collaboration is now established on a 7 Force Basis and
one of the first areas of business to review is procurement.
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3.18 A Local Business Case regarding the future governance of Cambridgeshire Fire
and Rescue Service was submitted to the Home Secretary in October 2017
containing a proposal for the creation of a new Police, Fire and Crime
Commissioner for Cambridgeshire, with the Commissioner assuming
responsibility for the governance of the Fire Service. The outcome of this is
expected in spring 2018 and if approved will allow for the speeding up of the
joint estates working and realise savings within the life of this strategy, as well
as revenue savings generated through improved and more streamlined
governance arrangements across the two services.
4

Police Funding

4.1

There are two principle sources of funding available to the Police and Crime
Commissioner for the delivery of his duties: Government Formula Grant and
Council Tax. The draft financial settlement was issued by the Home Office on
19 January and provided details on the Police Grant and Council Tax, both of
which are discussed below.
Government Formula Grant

4.2

In 2017/18 60% of the funding for the Cambridgeshire Police and Crime
Commissioner was from the Police Grant, paid by the Home Office. In recent
years this grant has been reduced, as part of the Government’s overall austerity
programme.

4.3

The draft financial settlement kept the level of police grant at a cash standstill
position of £78.411 million. The indication is that this will apply for 2019/20 as
well.
Council Tax

4.4

The Council Tax is driven by two elements, the Band D equivalent rate and the
Council Tax base. The current band D rate in Cambridgeshire is £186.75
(2017/18). The draft financial settlement included a provision that allows Police
and Crime Commissioners to increase their share of the Council Tax by up to
£12. The MTFS is based on this £11.97 increase occurring in 2018/19 and
2019/20 and then reverting to a 2% increase per annum. This will increase the
Council Tax in 2018/19 to £198.72 (6.4% increase) and generate £3.3m of
additional income.

4.5

The second element of council tax is the council tax base, which is the total
number of band D equivalent properties in the area. This is calculated by the
District Council’s and is driven by house building in the area. The council tax
base for 2018/19 is 279,882. Due to the anticipated growth across the county,
the council tax base will increase by an estimated 1.9% in 2019/20 and 2% in
2020/21 and 2.1% in 2021/22. As a result the Council Tax income will increase
by £0.985 million in 2018/19.
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5

Demand

5.1

The pressures on policing have been widely discussed in the national media.
Increases in calls for service and recorded crime have been seen in many
forces, and policing is becoming increasingly complex. Forces increasingly
have less surge capacity to deal with unforeseen peaks in demand due to
reducing workforce numbers.

5.2

Some pressures are caused by short term demands, such as seasonal
fluctuations in calls for service and responses to incidents of national
significance (such as terrorist attacks). Others are the result of longer term
changes, such as a growing population and more complex crime types that
require more resources to investigate.
Short Term Demands

5.3

Demand on policing in Cambridgeshire has grown, which has caused significant
strain on frontline resources. Calls for service have increased and crime levels
are on an upward trajectory. Some of the increase in crime is due to improved
recording standards (which represents improved service delivery for victims),
but there are also increases in some crime types that are not affected by
improved recording (such as vehicle crime and shoplifting). This in turn places
higher demands on a range of policing activities from initial call handling and
police response through to investigative processes.

5.4

The constabulary has undertaken a review of its operating model to ensure it is
fit for purpose for the future. The new LPR model will support delivery of the
Police and Crime Plan and allow the constabulary to respond effectively to
increases in demand. The model has been developed using a strong
understanding of baseline demand and wide consultation with the workforce
and other stakeholders, supported by experts in police demand management.

5.5

In order to effectively manage demand, a Demand Hub will be created which
will ensure effective, consistent and robust decision making at the first point of
contact, allowing demand to be managed more effectively and redirected to the
right service provider when it is appropriate to do so. A realignment of local
resources to North and South areas will improve the force’s ability to deploy to
priority incidents quickly, and will provide more resilience for investigations.

5.6

The constabulary has launched a new website which facilitates online reporting
and provides guidance on and access to services online. This will help the
public gain access to the support they need using digital methods.

5.7

The LPR model also includes an enhanced approach to neighbourhood
policing, with a focus on problem solving. This will help prevent more crime in
Cambridgeshire, and will support more effective working with partners and
volunteers in local communities.
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5.8

The intention of the Commissioner is to give all of the additional money raised
from the increased Council Tax (above the planned 1.99% increase) to the
Chief Constable. This would allow him to resource the increase in demand
more adequately and more effectively respond to what the public want through
measures that would include the recruitment of additional Police Officers as well
as permitting a review of the plans to reduce Police station opening hours.
Long Term Demands

5.9

Cambridgeshire continues to be one of the fastest growing counties in terms of
population and this is set to continue. However Cambridgeshire Constabulary
is one of the lowest funded police forces in the country, per head of population,
resulting in a constant threat of under resourced policing services.

5.10 The recently elected Mayor of Cambridgeshire and Peterborough Combined
Authority ambitions include accelerating house building rates and increasing
the size of the local economy which in turn could increase demands on policing.
5.11 Research shows that over the next 20 years a 23% increase in population is
forecast. Of this, the 15-24 age group is expected to increase by 18% and this
age group currently accounts for 50% of demand. Current funding and
expenditure estimates do not take into account this potential future growth in
demand but it represents a significant risk to the future financial stability of the
Cambridgeshire Constabulary.
5.12 An ageing population is likely to also increase demand as the elderly tend to be
more vulnerable.
5.13 Public sector partners are also facing increasing demands on their services
alongside reductions in budgets. In some areas of work we are seeing partners
shrinking and policing seeing an increase in demand as it becomes the service
of last resort.
5.14 Increasingly national initiatives are being cascaded at a force level to implement
and fund. Examples include the Airwave replacement programme, the College
of Policing professionalisation programme and complaints reform. At the same
time, no additional funds are forthcoming from central government to implement
these, but the police settlement grant gets ‘top sliced’ to fund national initiatives.
5.15 The types of demand the police deal with are changing, with emerging crime
types like cyber-crime, and a focus on hidden crime types that involve the
vulnerable, such as modern slavery and child sexual exploitation. These
require a more specialist response, are costly and time consuming to
investigate, and cross traditional policing boundaries, requiring joined up
working between police forces.
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6

Productivity

6.1

It is essential for any organisation to ensure it is as productive as it can be, in
order to ensure that the resources it uses to provide a service are being used
as efficiently and effectively as possible. This is true for all types of resource,
whether they be staff, buildings, or equipment.

6.2

Throughout the period of the MTFS, the Commissioner and Chief Constable will
be looking to improve the operational and organisational productivity of the
constabulary through the implementation of a Productivity Strategy. This will
consider:





6.3

7

Human Resources – ensuring that the constabulary has the right people
with the rights skills in the right places, and that their wellbeing is supported.
ICT – ensuring that the benefits of investment in new technologies can be
measured and are realised, through cultural change as well as systems and
processes.
Fixed Assets – the Commissioner has a clear programme for asset
rationalisation, to ensure the effective and efficient use of buildings, working
with partners and disposing of redundant buildings.
Continuous Improvement – ensuring that the constabulary has an ongoing
programme of continuous improvement activity to continue to achieve
marginal gains that together represent substantial productivity
improvements for the force, both for the frontline and support functions.

Whilst improvements in productivity do not always bring about cashable
savings, they are essential to ensuring an efficient and effective organisation
that makes best use of public money, and are a key opportunity when managing
the increasing pressures of rising demand.
Inflation

7.1

Current inflation rates are contained within the MTFP (Appendix A) but there is
currently a period of growing inflation, CPI is 3% in September 2017, which
brings about pressure and risks to the budget.

7.2

For the past few years the Government has set a public sector pay cap,
including police, of 1%, which to date the future year plans have been based
on. 2017/18 has seen the Government divert from this approach and currently
it is anticipated that future year pay awards will be at least 2%.

8

Savings

8.1

The MTFP contains a savings plan in order to bridge the current funding gap
over the four-year period. The savings plan comes under three primary
headings:
8.1.1 Local Policing – this covers savings for those budgets directly under the sole
control of the Chief Constable. Savings here include the local policing review,
the primary savings target, plus supplies and services and transport saving as
a result of better procurement outcomes, aided by the 7Force procurement.
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8.1.2 Estates Strategy – The Commissioner has a clear estates strategy that is
looking to dispose of properties no longer required, collaborate with partners,
particularly Fire, for joint occupation of buildings and using the estate for income
generation through regeneration.
8.1.3 Collaboration – as discussed in the transformation section of the Police and
Crime Plan, collaboration both across the BCH partnership and 7Forces is key
to finding efficiencies across the organisation.
9.

Workforce

9.1

Despite ongoing budget pressures, the total number of police officer posts in
the Constabulary establishment is budgeted to remain almost level at 1,425 in
2018/19. The LPR has found savings for an additional 50 officers and these
have been included in the establishment figures below.

9.2

PCSO establishment numbers are budgeted to reduce to 126.

9.3

Police Staff budgeted numbers are estimated to remain steady at 873.

9.4

The target for Special Constabulary numbers continues to be 300.

9.5

The Constabulary is already collaborating in several areas. This has enabled
each Force/Constabulary to have access to a greater number of resources. It
is anticipated the total number of resources the Constabulary will have access
to will increase as collaboration continues to develop.
Table 1 – Workforce projections (establishment)
2017/18
Police Officers:
Local Policing
Other Policing
Total Officers
Police Staff:
Police Staff
PCSOs
Total

10

2018/19

1,047
302
1,349

1,175
251
1,425

803
150
953

873
126
999

Partnership Working

10.1 The Commissioner has a Commissioning and Grants Strategy which sets out
the approach taken to provide funding for local interventions, innovation,
projects and victim support services to deliver the shared outcomes of the
Police and Crime Plan.
10.1 The Commissioner may award a Crime and Disorder Reduction Grant to any
person; for securing, or contributing to securing, crime and disorder reduction.
The proposed grants for 2018/19 are awarded to community safety
partnerships and other local bodies in support of achieving the Police and Crime
Plan objectives.
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10.2 The Ministry of Justice transferred responsibility for commissioning support
services for victims of crime to Police and Crime Commissioners. These
services are provided using a mixture of grants and commissioning.
10.3 The Commissioner also awards grants to deliver casualty reduction and support
in the county.
10.4 The Commissioner commenced a Youth and Community Fund during 2017/18
and this will continue to support youth and community groups to deliver
activities to divert young people away from offending and reduce the
vulnerability of young people. Details of the fund can be found on the Police
and Crime Commissioner’s website.
10.5 There is a strong desire from partners in Cambridgeshire to work together; not
only to meet people's need but also to prevent problems occurring in the first
place. Prevention is a shared priority. However more work is required to
understand how investment in prevention can be incentivised.
11

Risks

11.1 Key risks associated with this MTFS are discussed throughout this document
but are:

Funding – both cuts in direct grants and lack of growth in Council Tax.

Demand – both short and long term and the changing nature of crime.

Cuts elsewhere in the public sector, bringing about demand shift onto the
police.

Legislative changes bringing more responsibilities without the necessary
funding.

A significant, currently unquantified risk is the national ICT programme, which
whilst providing efficiencies in the medium to long term have short term cost
implications.
12
12.1

Reserves
Section 25 of the Local Government Act 2003 requires the CFO to report on the
adequacy of the proposed financial reserves as part of budget setting
considerations.

12.2 The General Reserve, which is a statutory contingency reserve to fund
unplanned and emergency expenditure, for example a major operational
investigation, stood at £7.197m (5.5% of the NBR 2017/18). In 2017/18 there
will be a call of £0.263m on the general reserve as a result of the police pay
award above the 1% budgeted for, bringing the balance down to £6.934m
(5.05% of 2018/19 estimated NBR). A general reserve of 5% of the Net Budget
Requirement is considered prudent. This means that as the NBR increases
each year a contribution to the General Reserve is required. The estimated
position of the General Reserve over each year of the MTFS is shown in Table
2 below.
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Table 2: General Reserve Balance 2018/19 to 2021/22
Heading

2018/19

2019/20

2020/21

2021/22

Opening Balance

£’000
6,934

£’000
6,934

£’000
7,240

£’000
7,497

Transfer (Out)/ In

0

306

257

224

Closing Balance

6,934

7,240

7,497

7,721

12.3 The Budget Assistance Reserve, which is intended to be used to even out
fluctuations within the MTFS period and is used to bring the General Reserve
up to the 5% level, will have the following movements, based on the projected
outturn position for 2017/18 and the budget gap figures in table 2 above.
Table 3: Projected Budget Assistance Reserve
Heading

Budget
2017/18

Estimated
Budget
2018/19

Estimated
Budget
2019/20

Estimated
Budget
2020/21

Estimated
Budget
2021/22

Opening Balance

£’000
8,414

£’000
2,766

£’000
965

£’000
(1,472)

£’000
(1,682)

Transfer (Out)/ In

(5,648)

(1,801)

(2,437)

(210)

90

Closing Balance

2,766

965

(1,472)

(1,682)

(1,592)

8.3

Currently the Budget Assistance Reserve is due to go into a negative position
in 2019/20. This cannot happen, and even though the overall position of
reserves is positive (see table 5 below) the continued pressure on reducing
expenditure, and identifying efficiencies and savings has to continue in order to
rectify the reserves position.

8.4

The commissioner is also required to clearly set out how he intends to use all
reserves over the MTFS period. Table 4 sets out the estimated balances of the
reserves over the period of the MTFS.
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Table 4: Estimated Reserves Position 2018/19 to 2021/22
Balance
31 March
2018
Usable Reserves
Drug Forfeiture (Operational)
Reserve
Budget Assistance Reserve
Road Casualty Reduction &
Support Fund (*)
Collaboration & Commissioning
Reserve

Balance
31 March
2019

Balance
31 March
2020

Balance
31
March
2022

Balance
31 March
2021

78
2,766

78
965

78
(1,472)

78
(1,682)

78
(1,592)

1,348

1,348

1,348

1,348

1,348

270

270

-

-

-

161

-

-

-

-

Estate Development Reserve
Contingency Reserves
Insurance Reserve
Ill-Health Retirement Reserve
Capital Reserves

3,439

5,439

-

-

-

996
398

996
398

996
398

996
398

996
398

Capital Reserve

1,875

845

-

-

-

1,888
13,219

-

-

10,339

1,348

1,138

1,228

6,934

6,934

7,240

7,803

8,027

20,153

17,273

8,588

8,635

8,949

ICT Development Reserve

Capital Receipts Reserve
Total Earmarked Reserves
General Reserve
Total Usable Reserves

(*) This reserve will be utilised over the MTFS period but it is not yet known what the spend profile will be.
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Robustness of estimates

13.1

Under Section 25 of the Local Government Act 2003, the Commissioner’s Chief
Financial Officer (CFO) is required to report on the robustness of the estimates
made for the purposes of the budget calculations.

13.2

Work on the 2018/19 budget gap started early in 2017/18, as the Constabulary
identified savings during the financial year which contribute towards balancing
the budgets for the next financial year. This is the established practice, which
ensures that the savings and efficiencies are achievable and the Constabulary
continually strives to ensure effective and efficient policing.
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13.3

A sound financial strategy is the key enabler to the achievement of the pledges
in the Plan, the objectives of the operational policing strategy and the protection
of front-line policing. One of the best ways to keep people safe and maintain
police resources and people’s confidence in the police is to place an emphasis
on long-term financial and strategic management as a whole.
The
Commissioner and Constabulary never look at expenditure numbers in
isolation.

13.4

Analysing and setting the Commissioner’s and Constabulary’s budgets is an
iterative and ongoing process. Initial drafts of the following year’s budget are
prepared throughout the current year. The budget setting process continues in
earnest in September. The known factors including contractual commitments,
cost pressures and savings identified during the current financial year,
alongside assumptions relating to central government funding. These factors
set the financial landscape for the coming year. The Constabulary’s Budget
Managers are tasked with reviewing their budgets and recommending savings.
This work is undertaken in close co-operation with the Constabulary’s Finance
Team.

13.5

The Commissioner’s CFO and Constabulary Director of Finance and
Resources meet regularly from July to consider the draft budget and MTFP,
challenging assumptions and analysing savings in order to improve a realistic
and sustainable financial plan that enables the Constabulary to bring the
operational policing strategy to fruition.
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ANNEX 1 – MTFP 2018/19 to 2021/22
Cambridgeshire Office of the Police and Crime Commissioner – Medium Term Financial Plan
Budget
2018/19
£'000

Forecast
Budget
2019/20
£'000

127,758

133,830

141,727

146,084

150,621

-1,421

-1,508

-1,508

-1,508

-1,508

126,337

132,322

140,219

144,576

149,113

Office of the Police and Crime Commissioner
OPCC Office Running Costs
Police Staff & Commissioner
Other Employee Expenses
Transport Costs
Supplies & Services
Total OPCC Office Expenditure

893
1
24
196
1,114

904
1
12
303
1,220

925
1
12
312
1,250

963
1
13
321
1,299

1,004
1
13
331
1,349

Other OPCC Expenditure
Non-Operational Estate Held for Investment
Police National ICT Company Subscription
Community Safety / Crime Reduction Grants
MoJ Victims Grant

0
60
1,276
986

64
60
1,276
987

0
60
1,276
987

0
60
1,276
987

0
60
1,276
987

Capital Financing Costs
Revenue Contribution to Capital
Interest
MRP
Total Capital Financing Costs

0
413
774
1,187

0
414
774
1,188

0
446
744
1,190

0
773
714
1,487

0
1,135
686
1,821

130,960

137,117

144,982

149,684

154,606

Budget
2017/18
£'000
Constabulary Expenditure
Total Income
Total Constabulary Budget

NET BUDGET REQUIREMENT (NBR)
Budget -Decrease / +Increase Year on Year

Financed by:
Formula Grant
Actual Grant Reductions

MoJ Victims Grant
Precept
Contribution to/-from Reserves
Collection Fund - Deficit / +Surplus
TOTAL FINANCING
BUDGET GAP

Band D Council Tax £

3.6%

78,411

4.7%

78,411

5.7%

78,411

Forecast
Budget
2020/21
£'000

Forecast
Budget
2021/22
£'000

3.2%

78,411

3.3%

79,195

-1.28%

0.00%

0.00%

0.00%

1.00%

986
51,388
0
174
130,960

987
55,618
1,801
300
137,117

987
60,096
0
0
139,494

987
62,518
0
0
141,916

987
65,101
0
0
145,283

0
0

0
0

-5,488
-5,488

-7,768
-2,281

-9,323
-1,554

£198.72

£210.72

£214.91

£219.19

£11.97

£12.00

2.00%
1.99%
290,903
0.00%
2.00%
2.00%
0.50%
2.00%
3.00%
4.00%

2.10%
1.99%
297,012
1.00%
2.00%
2.00%
0.50%
2.00%
3.00%
4.00%

£186.75

KEY ASSUMPTIONS INCLUDED IN THE FORECASTS ABOVE
Council Tax base increases
Actual
1.44%
Forecast
Council Tax
1.97%
Tax base
275,165
Grant increase / Decrease (-)
-1.28%
Police officer pay rise (w.e.f 01/09)
1.00%
Police staff pay rise
1.00%
Increment increase
0.60%
Staff Pension Increase
0.00%
General Inflation
1.00%
Energy Inflation
3.00%

1.71%
6.43%
279,882
0.00%
2.00%
2.00%
0.50%
0.00%
3.00%
4.00%

1.90%
6.04%
285,199
0.00%
2.00%
2.00%
0.50%
0.00%
3.00%
4.00%
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ANNEX 2: CAPITAL PROGRAMME 2018/19 to 2021/22
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Official

Agenda Item: 5.0

To:

Business Coordination Board

From:

OPCC Interim Chief Finance Officer

Date:

16 January 2018

TREASURY MANAGEMENT MID-YEAR REPORT 2017/18
1.

Purpose

1.1. This report presents the Treasury Management Mid-Year Report for 2017/18 to the
Business Coordination Board (“the Board”).
2.

Recommendation

2.1

The Board is invited to note the mid-year report attached at appendix 1.

3.

Background

3.1. The Treasury Management mid-year report describes the treasury management activity
in the first half of 2017/18 compared to the strategy developed prior to the start of that
year, as well as providing an economic update. The mid-year review was presented to
the Finance Sub Group on 28 November 2017 and to the Joint Audit Committee on 14
December 2017.
4.

Next steps

4.1

The Board is invited to note the report.

Business Coordination Board
16 January 2018
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Strategy Statement and Annual Investment
Strategy
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2017/18
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1

Background

The Police and Crime Commissioner (the Commissioner) operates a balanced budget, which broadly
means cash raised during the year will meet its cash expenditure. Part of the treasury management
operations ensure this cash flow is adequately planned, with surplus monies being invested in low risk
counterparties, providing adequate liquidity initially before considering optimising investment return.
The second main function of the treasury management service is the funding of the Commissioner’s
capital plans. These capital plans provide a guide to the borrowing need of the Commissioner, essentially
the longer term cash flow planning to ensure the Commissioner can meet the capital spending operations.
This management of longer term cash may involve arranging long or short term loans, or using longer
term cash flow surpluses, and on occasion any debt previously drawn may be restructured to meet the
Commissioner’s risk or cost objectives.
Accordingly, treasury management is defined as:
“The management of the local authority’s investments and cash flows, its banking, money market
and capital market transactions; the effective control of the risks associated with those activities;
and the pursuit of optimum performance consistent with those risks.”

2

Introduction

The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code of Practice on Treasury
Management (revised 2011) was adopted on 2nd February 2006.
The primary requirements of the Code are as follows:
1. Creation and maintenance of a Treasury Management Policy Statement which sets out the
policies and objectives of the Commissioner’s treasury management activities.
2. Creation and maintenance of Treasury Management Practices which set out the manner in which
the Commissioner will seek to achieve those policies and objectives.
3. Receipt by the Commissioner of an annual Treasury Management Strategy Statement - including
the Annual Investment Strategy and Minimum Revenue Provision Policy - for the year ahead, a
Mid-year Review Report and an Annual Report (stewardship report) covering activities during the
previous year.
4. Delegation by the Commissioner of responsibilities for implementing and monitoring treasury
management policies and practices and for the execution and administration of treasury
management decisions.
5. Delegation by the Commissioner of the role of scrutiny of treasury management strategy and
policies to a specific named body. For this Commissioner the delegated body is the Finance Sub
Group with reports subsequently being presented to the Joint Audit Committee.
This mid-year report has been prepared in compliance with CIPFA’s Code of Practice on Treasury
Management, and covers the following:








An economic update for the first part of the 2017/18 financial year;
A review of the Treasury Management Strategy Statement and Annual Investment Strategy;
The Commissioner’s capital expenditure (prudential indicators);
A review of the Commissioner’s investment portfolio for 2017/18;
A review of the Commissioner’s borrowing strategy for 2017/18;
A review of any debt rescheduling undertaken during 2017/18;
A review of compliance with Treasury and Prudential Limits for 2017/18.

4

Recommendations
The Finance Sub Group is asked to recommend that the Commissioner notes the report and the treasury
activity.

3

Economics and interest rates

There are no policy changes to the Treasury Management Strategy Statement (TMSS) for 2017/18; the
details in this report

3.1 Economics update
UK. After the UK economy surprised on the upside with strong growth in 2016, growth in 2017 has
been disappointingly weak; quarter 1 came in at only +0.3% (+1.7% y/y) and quarter 2 was +0.3% (+1.5%
y/y) which meant that growth in the first half of 2017 was the slowest for the first half of any year since
2012. . The main reason for this has been the sharp increase in inflation, caused by the devaluation of
sterling after the referendum, feeding increases in the cost of imports into the economy. This has
caused, in turn, a reduction in consumer disposable income and spending power and so the services
sector of the economy, accounting for around 75% of GDP, has seen weak growth as consumers cut
back on their expenditure. However, more recently there have been encouraging statistics from the
manufacturing sector which is seeing strong growth, particularly as a result of increased demand for
exports. It has helped that growth in the EU, our main trading partner, has improved significantly over
the last year. However, this sector only accounts for around 11% of GDP so expansion in this sector will
have a much more muted effect on the average total GDP growth figure for the UK economy as a whole.
The Monetary Policy Committee (MPC) meeting of 14 September 2017 surprised markets and
forecasters by suddenly switching to a much more aggressive tone in terms of its words around warning
that Bank Rate will need to rise. The Bank of England Inflation Reports during 2017 have clearly flagged
up that they expected CPI inflation to peak at just under 3% in 2017, before falling back to near to its
target rate of 2% in two years time. Inflation actually came in at 2.9% in August, (this data was released
on 12 September), and so the Bank revised its forecast for the peak to over 3% at the 14 September
meeting MPC. This marginal revision can hardly justify why the MPC became so aggressive with its
wording; rather, the focus was on an emerging view that with unemployment falling to only 4.3%, the
lowest level since 1975, and improvements in productivity being so weak, that the amount of spare
capacity in the economy was significantly diminishing towards a point at which they now needed to take
action. In addition, the MPC took a more tolerant view of low wage inflation as this now looks like a
common factor in nearly all western economies as a result of increasing globalisation. This effectively
means that the UK labour faces competition from overseas labour e.g. in outsourcing work to third
world countries, and this therefore depresses the negotiating power of UK labour. However, the Bank
was also concerned that the withdrawal of the UK from the EU would effectively lead to a decrease in
such globalisation pressures in the UK, and so would be inflationary over the next few years.
It therefore looks very likely that the MPC will increase Bank Rate to 0.5% in November or, if not, in
February 2018. The big question after that will be whether this will be a one off increase or the start of a
slow, but regular, increase in Bank Rate. As at the start of October, short sterling rates are indicating that
financial markets do not expect a second increase until May 2018 with a third increase in November
2019. However, some forecasters are flagging up that they expect growth to improve significantly in
2017 and into 2018, as the fall in inflation will bring to an end the negative impact on consumer
spending power while a strong export performance will compensate for weak services sector growth. If
this scenario were to materialise, then the MPC would have added reason to embark on a series of slow
but gradual increases in Bank Rate during 2018. While there is so much uncertainty around the Brexit
negotiations, consumer confidence, and business confidence to spend on investing, it is far too early to
be confident about how the next two years will pan out.

5

EU. Economic growth in the EU, (the UK’s biggest trading partner), has been lack lustre for several years
after the financial crisis despite the ECB eventually cutting its main rate to -0.4% and embarking on a
massive programme of QE. However, growth picked up in 2016 and now looks to have gathered
ongoing substantial strength and momentum thanks to this stimulus. GDP growth was 0.5% in quarter 1
(2.0% y/y) and 0.6% in quarter (2.3% y/y). However, despite providing massive monetary stimulus, the
European Central Bank is still struggling to get inflation up to its 2% target and in August inflation was
1.5%. It is therefore unlikely to start on an upswing in rates until possibly 2019.
USA. Growth in the American economy has been volatile in 2015 and 2016. 2017 is following that path
again with quarter 1 coming in at only 1.2% but quarter 2 rebounding to 3.1%, resulting in an overall
annualised figure of 2.1% for the first half year. Unemployment in the US has also fallen to the lowest
level for many years, reaching 4.4%, while wage inflation pressures, and inflationary pressures in
general, have been building. The Fed has started on a gradual upswing in rates with three increases
since December 2016; and there could be one more rate rise in 2017 which would then lift the central
rate to 1.25 – 1.50%. There could then be another four more increases in 2018. At its June meeting, the
Fed strongly hinted that it would soon begin to unwind its $4.5 trillion balance sheet holdings of bonds
and mortgage backed securities by reducing its reinvestment of maturing holdings.
Chinese economic growth has been weakening over successive years, despite repeated rounds of
central bank stimulus; medium term risks are increasing. Major progress still needs to be made to
eliminate excess industrial capacity and the stock of unsold property, and to address the level of nonperforming loans in the banking and credit systems.
Japan is struggling to stimulate consistent significant growth and to get inflation up to its target of 2%,
despite huge monetary and fiscal stimulus. It is also making little progress on fundamental reform of the
economy.

3.2

Interest rate forecasts

The Commissioner’s treasury advisor, Capita Asset Services, has provided the following forecast:

Capita Asset Services undertook its last review of interest rate forecasts on 9 August after the quarterly
Bank of England Inflation Report. There was no change in MPC policy at that meeting. However, the
MPC meeting of 14 September revealed a sharp change in sentiment whereby a majority of MPC
members said they would be voting for an increase in Bank Rate “over the coming months”. It is
therefore possible that there will be an increase to 0.5% at the November MPC meeting. If that
happens, the question will then be as to whether the MPC will stop at just withdrawing the emergency
Bank Rate cut of 0.25% in August 2016, after the result of the EU withdrawal referendum, or whether
they will embark on a series of further increases in Bank Rate during 2018.
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The overall balance of risks to economic recovery in the UK is currently to the downside but huge
variables over the coming few years include just what final form Brexit will take, when finally agreed
with the EU, and when.
Downside risks to current forecasts for UK gilt yields and PWLB rates currently include:


UK economic growth and increases in inflation are weaker than we currently anticipate.



Weak growth or recession in the UK’s main trading partners - the EU and US.



Geopolitical risks in Europe, the Middle East and Asia, which could lead to increasing safe
haven flows.



A resurgence of the Eurozone sovereign debt crisis.



Weak capitalisation of some European banks.



Monetary policy action failing to stimulate sustainable growth and to get inflation up
consistently to around monetary policy target levels.

The potential for upside risks to current forecasts for UK gilt yields and PWLB rates, especially for longer
term PWLB rates include: -

4



The pace and timing of increases in the Fed. Funds Rate causing a fundamental
reassessment by investors of the relative risks of holding bonds as opposed to equities and
leading to a major flight from bonds to equities.



UK inflation returning to significantly higher levels causing an increase in the inflation
premium inherent to gilt yields.

Treasury Management Strategy Statement and Annual
Investment Strategy update

There are no policy changes to the Treasury Management Strategy Statement (TMSS) for 2017/18; the
details in this report update the position in the light of the updated economic position and budgetary
changes already approved.
2017/18

2017/18

Original £m

Revised £m

Authorised Limit

13.9

13.9

Operational Boundary

10.9

10.9

Capital Financing Requirement

25.5

25.5

Prudential Indicator

5

The Commissioner’s Capital Position (Prudential Indicators)

This part of the report is structured to update:

The Commissioner’s capital expenditure plans;

How these plans are being financed;

The impact of the changes in the capital expenditure plans on the prudential indicators and the
underlying need to borrow; and

Compliance with the limits in place for borrowing activity.
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5.1

Prudential Indicator for Capital Expenditure

This table shows the revised estimates for capital expenditure and the changes since the capital
programme was agreed at the Budget.
Capital Expenditure
Total capital expenditure

2017/18 Original
Estimate £m
8.1

2017/18 Current
Position £m
3.8

2017/18 Revised
Estimate £m
11.2

The estimated increase results from a mixture of in-year additions to the Capital Programme and
specifically agreed 2016/17 schemes being carried over for completion in 2017/18. The most significant
areas of capital spend for 2017/18 will be land and buildings and fleet replacement costs.

5.2

Changes to the Financing of the Capital Programme

The table below draws together the main strategy elements of the capital expenditure plans (above),
highlighting the original supported and unsupported elements of the capital programme, and the
expected financing arrangements of this capital expenditure. The borrowing element of the table
increases the underlying indebtedness of the Commissioner by way of the Capital Financing Requirement
(CFR), although this will be reduced in part by revenue charges for the repayment of debt (the Minimum
Revenue Provision). This direct borrowing need may also be supplemented by maturing debt and other
treasury requirements.
Capital Expenditure
Total capital expenditure
Financed by:
Capital receipts
Capital grants
Capital reserves
Revenue
Total financing
Borrowing requirement

5.3

2017/18 Original
Estimate £m
8.1

2017/18 Current
Position £m
3.8

2017/18 Revised
Estimate £m
11.2

0.0
0.7
0.0
3.9
4.6
3.5

0.0
0.3
0.4
3.1
3.8
0.0

0.0
0.6
1.6
5.5
7.7
3.5

Changes to the Prudential Indicators for the Capital Financing Requirement (CFR) and
External Debt

The table below shows the CFR, which is the underlying external need to incur borrowing for a capital
purpose. It also shows the expected debt position over the period.
We are on target to achieve the original forecast Capital Financing Requirement.
Capital Financing Requirement and External Debt
Total CFR
Net movement in CFR
Borrowing
Other long term liabilities*
Total debt (year end position)
* Includes finance leases

5.4

2017/18 Original
Estimate £m
25.5
2.7

2017/18 Current
Position £m
22.1
(0.8)

2017/18 Revised
Estimate £m
25.5
2.7

12.3
0.1
12.36

9.3
0.1
9.4

12.3
0.1
12.36

Limits to Borrowing Activity

The first key control over the treasury activity is a prudential indicator to ensure that over the medium
term, net borrowing (borrowings less investments) will only be for a capital purpose*. This is the
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Operational Boundary. Gross external borrowing should not, except in the short term, exceed the total of
CFR in the preceding year plus the estimates of any additional CFR for 2017/18 and next two financial
years. This allows some flexibility for limited early borrowing for future years. The Commissioner has
approved a policy for borrowing in advance of need which will be adhered to if this proves prudent.
* The management of transferred debt should be excluded from net borrowing.

Operational Boundary for external debt
Borrowing
Other long term liabilities*
Total debt
CFR* (year end position)
* Includes finance leases

2017/18 Original
Estimate £m
10.9
0.1
11.0
25.5

2017/18 Revised
Estimate £m
10.9
0.1
11.0
25.5

The Chief Finance Officer reports that no difficulties are envisaged for the current or future years in
complying with this prudential indicator.
A further prudential indicator controls the overall level of borrowing. This is the Authorised Limit which
represents the limit beyond which borrowing is prohibited, and needs to be set and revised by Members.
It reflects the level of borrowing which, while not desired, could be afforded in the short term, but is not
sustainable in the longer term. It is the expected maximum borrowing need with some headroom for
unexpected movements. This is the statutory limit determined under section 3 (1) of the Local
Government Act 2003.
Authorised limit for external debt
Borrowing
Other long term liabilities*
Total
* Includes on balance sheet PFI schemes and finance leases etc.
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2017/18 Original
Indicator £m
13.9
0.1
14.0

2017/18 Revised
Indicator £m
13.9
0.1
14.0

Investment Portfolio

In accordance with the Code, it is the Commissioner’s priority to ensure security of capital and liquidity,
and to obtain an appropriate level of return which is consistent with the Commissioner’s risk appetite. It
is a very difficult investment market in terms of earning the level of interest rates commonly seen in
previous decades as rates are very low and in line with the current 0.25% Bank Rate. The continuing
potential for a re-emergence of a Eurozone sovereign debt crisis together with other risks which could
impact on the creditworthiness of banks, prompts a low risk strategy. Given this risk environment and
the fact that increases in Bank Rate are likely to be gradual and unlikely to return to the levels seen in
previous decades, investment returns are likely to remain low.
The Commissioner held £22.2m of investments as at 30 September 2017 (£16.5m at 31 March 2017) and
the investment portfolio yield for the year to date is 0.35% against a benchmark (overnight LIBOR -.25%)
of 0.0%, noting overnight LIBOR remained below 25 basis points throughout the first six months of this
year.
The Commissioner’s budgeted investment return for 2017/18 is £114,000, and performance for the year
to date is £19,700 below budget.
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Investment Counterparty criteria
The current investment counterparty criteria selection approved in the TMSS is meeting the requirement
of the treasury management function therefore there are no proposed changes at this point.

7 Borrowing
The Commissioner’s capital financing requirement (CFR) for 2017/18 is £25.5m. The CFR denotes the
Commissioner’s underlying need to borrow for capital purposes. If the CFR is positive the Commissioner
may borrow from the PWLB or the market (external borrowing) or from internal balances on a temporary
basis (internal borrowing). The balance of external and internal borrowing is generally driven by market
conditions. Table 5.3 shows the Commissioner has borrowings, including finance leases, of £9.4m and is
under-borrowed by £12.7m. This is a prudent and cost effective approach in the current economic
climate but will require ongoing monitoring in the event that upside risk to gilt yields prevails.
Whilst there is an underlying need to borrow for capital purposes (the capital financing requirement CFR), no external borrowing has been undertaken.
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Debt Rescheduling

No debt rescheduling was undertaken during the first six months of 2017/18.

Official

To:

Agenda Item: 6.0

Business Coordination Board

From: Chief Constable
Date: 16 January 2018
An update on the publication of the PEEL Legitimacy report by Her Majesty’s Inspectorate
of Constabulary and Fire and Rescue Services
1.

Purpose

1.1

The purpose of this report is to inform the Business Coordination Board (“the Board”)
of Her Majesty’s Inspectorate of Constabulary and Fire and Rescue Services
(HMICFRS)’s publication of the PEEL Legitimacy report for Cambridgeshire
Constabulary.

2.

Recommendation

2.1

The Board is recommended to note the contents of the report.

3

Background

3.1

HMICFRS independently inspects, assesses, and then publishes reports on the
legitimacy of police forces and policing in England and Wales as part of the PEEL
inspection programme. Each force is judged against a series of set questions and
graded either as outstanding, good, requiring improvement or inadequate for each
area. The 2017 Legitimacy report was published on 12 December 2017.

4.
4.1

Findings
As part of the PEEL inspection, HMICFRS considered how legitimate the force is at
keeping people safe and reducing crime and gave an overall judgment of “good”, with
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the following comments “Cambridgeshire Constabulary is judged to be good at how
legitimately it keeps people safe and reduces crime. For the areas of legitimacy we
looked at this year, our overall judgment is the same as last year. The force is judged
to be good at treating the people it serves with fairness and respect. It is judged to be
good at ensuring its workforce behaves ethically and lawfully and good at treating its
workforce with fairness and respect.”
4.2

The overall judgment was reached by assessing three sub‐questions:
To what extent does the force treat all of the people it serves with fairness and
respect? Assessed as good (no change from 2016).
How well does the force ensure that its workforce behaves ethically and lawfully?
Assessed as good (an improvement on 2016).
To what extent does the force treat its workforce with fairness and respect?
Assessed as good (no change from 2016).

4.3

The force also received positive mention in relation to monitoring of use of force in
the national Legitimacy report.

4.4

HMICFRS identified a number of “areas for improvement” (AFIs) where an aspect of
the force’s practice, policy or performance fell short of the expected standard. These
were:
I. The force needs to ensure that its data for use of force (including body‐worn
video footage) is monitored by both an internal and an external group to
provide oversight.
II. The force should ensure that it has a credible plan to comply with all aspects
of the national vetting standards by December 2018, in line with HMICFRS’
nationwide recommendation in 2016.
III. The force should ensure that all allegations which meet the mandatory criteria
for referral to the IPCC are so referred, and that it updates witnesses and
subjects regularly.
IV. The force should improve the quality and distribution of its printed information
about how to make a complaint, in line with IPCC statutory guidance.
V. The force should ensure that the grievance process complies with the Advisory,
Conciliation and Arbitration Service codes of practice and guidance,
particularly relating to timescales, records, audit trails, and updates and
support to witnesses and workforce members who have raised a grievance.
VI. The force should ensure it develops and supports its supervisors and managers
to conduct fair, effective and consistent assessments that support continuous
professional development and manage poor performance, including
establishing an effective quality assurance process.

4.5

HMICFRS did not identify any “causes of concern” (a serious of critical shortcoming in
practice, policy or performance) during the inspection, and thus no recommendations
were made for the force.

4.6

The force has considered all the AFIs, allocated owners and commenced action to
address them appropriately. Progress is monitored monthly at the force’s
Organisational Improvement Group, chaired by the Head of Corporate Development
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with strategic oversight provided by the Deputy Chief Constable through the HMICFRS
Gold Group.
5.

Recommendation

5.1

The Board is recommended to note the contents of the report.

BIBLIOGRAPHY
Source
Legitimacy report:
Documents https://www.justiceinspectorates.gov.uk/hmicfrs/publications/peel‐police‐
legitimacy‐2017‐cambridgeshire/
Contact
C/Insp Chris Savage, HMICFRS Liaison Officer
Officer(s)
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To:

Business Coordination Board

From:

Chief Constable

Date:

16 January 2018

Monks Wood – Lease to CamSAR
1.

Purpose

1.1

To seek approval of the Business Coordination Board (the “Board”) to grant a lease of
land amounting to circa 153m² at Monks Wood to Cambridgeshire Search & Rescue
(CamSAR).

2.

Recommendation

2.1

The Board is recommended to approve the lease of land (circa 153m²) at Monks Wood
to Cambridgeshire Search & Rescue (CamSAR) at an annual rent of £1 (if requested).

3.

Background

3.1

In June 2017 the PCC met with CamSAR and offered to assist with their accommodation
requirements and explore options including space at Monks Wood.

3.2

An area of land was agreed in the overflow car park at Monks Wood and office
accommodation was explored to the adjoining building. Due to the dilapidated
condition of the offices heads of terms were agreed for the external area only.

3.3

The following lease terms were discussed at the Estates Sub Group on 8th November
2017 and reported to the Force Executive Board on 8th January.

4.

Heads of Terms for Lease to CamSAR
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4.1

Land amounting to c153m² to be leased to CamSAR for parking & storage of their
vehicles and equipment in the area marked red n the below plan:

4.2

Use of ancillary facilities such as toilets, showers and meeting rooms is on a nonexclusive basis and subject to booking. The Constabulary have the right to charge for
room bookings.

4.3

The lease is for 5 years at a rent of £1pa (if requested) and subject to three months’
notice by either party at any time.

4.4

The tenant and all representatives must successfully obtain Police vetting.

5.

Recommendation

5.1

The Board is recommended to approve the lease of land (circa 153m²) at Monks Wood
to Cambridgeshire Search & Rescue (CamSAR) at an annual rent of £1 (if requested).

BIBLIOGRAPHY
Source Document

Cambridgeshire Constabulary Estate Management – Property Files

Contact Officers

Elly McKee Estates Management Surveyor and Colin Luscombe, Director of
Estates , Cambridgeshire Constabulary
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Business Coordination Board

From: Chief Constable
Date: 16 January 2018
Strategic Police and Fire Interoperability MoU Update
1.

Purpose

1.1

The purpose of this paper is to update the Business Coordination Board (“the Board”)
on the new Police/Fire/Ambulance Memorandum of Understanding (MoU), which
was signed by local interested parties in December 2017.

2.

Recommendation

2.1

The Board is recommended to note the contents of this report.

3.

Background

3.1

The National Emergency Service Collaboration Working Group has showcased the
benefits of different organisations coming together to improve the efficiency and
effectiveness of the services they deliver to their communities. Cambridgeshire
Constabulary, Cambridgeshire Fire and Rescue Service and East of England
Ambulance Service have fully supported this ethos and worked hard in recent years
to build on their already strong relationships to improve services and save money.

3.2

In 2015, the Government set out its legislative programme, which included plans to
enable Police and Fire to work much more closely together and to develop the role of
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Police and Crime Commissioners across both services. Future governance and
accountability models for the Fire Service are currently under consideration, which
may bring changes locally to the way the service is scrutinised and held to public
account. Independent consultants have been fully engaged in the scoping work
around future local governance arrangements and a formal decision regarding the
way forward in Cambridgeshire is awaited.
3.3

In 2016, the joint Police/Fire/Ambulance Interoperability Group was formed and
chaired jointly be Chief Officers in Fire and Police. Through this forum, emergency
services within Cambridgeshire committed to working more closely together to
provide services that are value for money and are attuned to the needs of local
communities. Positive partnership working would provide opportunities to innovate
and to align services whilst retaining the distinct identity and public service duties of
each organisation.

3.4

A range of operational and organisational initiatives were agreed, notably between
police and fire, which would allow development of innovative partnerships to drive
service improvements and efficiencies. Chief Officer Teams agreed that both services
would identify opportunities for improved interoperability and joint working to
protect front line services, reduce duplication across the two organisations,
rationalise estates and improve the quality of the response to incidents by pursing
innovative crewing arrangements.

3.5

The following strategic principles were set:
I.
II.
III.
IV.

V.
VI.
VII.
VIII.
IX.

Reduce duplication across Police and Fire.
Engage with communities on crime prevention, fire prevention and public
safety advice, delivered in a cost effective and streamlined way.
Better support the public in enabling them to manage their own issues.
Encourage more specials and volunteers to become involved in the
Emergency Services and provide them with a broader set of skills and
opportunities.
Offer improved service to victims and crime and casualties.
More effectively protect the public and safeguard the vulnerable.
Offer greater strength and resilience across the emergency services to
respond to emerging threats to the community.
Provide value for money by making best use of the Police and Fire estate and
sharing support functions where it is cost effective to do so.
Support the ethos of interoperability.

4.

Current highlights

4.1

There have been a range of strategic and tactical interoperability initiatives over the
last 12 months and tremendous goodwill across agencies to work effectively
together.

4.2

Governance
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A Police/Fire Interoperability Group has been established to provide direction and
momentum to joint working initiatives. This group has provided a coordinated
approach to interoperability, as well as overseeing short and medium term projects.
A project management infrastructure has been put in place and a process for
prioritising work streams established.
The Chief Officer Teams meet regularly to share strategic vision and identify
opportunities for collaborative change.
4.3

Arson
Cambridgeshire Fire and Rescue Service has worked in collaboration with
Cambridgeshire Constabulary for a number of years to reduce the risk of arson and to
respond jointly to issues of fire safety and exploitation in overcrowded domestic
premises alongside trading standards. An MoU between Police and Fire across
Bedfordshire, Cambridgeshire and Hertfordshire has just been signed, which
establishes joint working protocols for arson investigation across the three counties.

4.4

Estates
The most significant emerging issue has been the scoping of opportunities for the
development of a Joint Police/Fire Training site at Monks Wood. Fire have a critical
need for the establishment of a new local training provision for the delivery of
operational, organisational and leadership training. Current fire training
arrangements are fragile and there is an opportunity for a wide range of refresher
and specialist fire training to be delivered at Monks Wood. There are a range of
planning and environmental issues to be considered and an initial pre-planning paper
has been submitted to Huntingdonshire District Council. This is still in the feasibility
phase and, should it be supported, there will be considerable financial and project
management issues to be considered by both organisations.
The other most significant strategic issue is the potential business opportunities for
shared estate/property management between Police and Fire. Opportunities are still
being scoped.
A joint deployment base is being scoped for St Neots, with ongoing land searches and
options for a joint local station/agile facility.
The plans have now been finalised for an extension to Wisbech Fire Station and the
eventual relocation of Wisbech Police Station into the joint site. The joint use of
Ramsey Fire Station has now been finalised and use of Yaxley Fire Station as a police
deployment base has been agreed, with Airwave storage concerns being worked
through. Joint use of Whittlesey and Linton have been agreed.

4.5

Local Resilience Forum
Cambridgeshire Fire and Police are both key partners of the Cambridgeshire and
Peterborough Local Resilience Forum, responsible for developing multi-agency
emergency management arrangements for emergency or major incidents. The forum
produces operational plans which are tested and trained through joint exercise
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between Category 1 responders. Through this forum the Joint Emergency Services
Interoperability Programme (JESIP) has been implemented and continues to be
embedded as business as usual. Both Police and Fire operate to the Joint Doctrine:
The Interoperability Framework, which includes a Joint Decision Model and
command practices to ensure an integrated and standardised approach to the joint
management of incidents.
The development of the Local Resilience Forum is entering a key stage. A police
sergeant has been seconded to the Fire Service to carry out a review of the Local
Resilience Forum and identify opportunities with local councils for better multi
agency working and preparedness for critical/major incident response.
4.6

Training opportunities
A joint training sub group continues to look at joint training provision and
interoperability opportunities. The following has been implemented jointly:








Fire delivery of HGV training to police.
Fire delivery of Level 3 Education and Training to police trainers.
Police pilot on Fire Aspire Programme.
Joint delivery of JESIP training 2017. Good feedback from assurance visit by
National Team.
Police exploring opportunities for loggist training for Fire.
Police exploring modular investigative interviewing for Arson Investigators.
Specialist Support/Equipment.

The Specialist Operational Group has developed a series of MoUs for the sharing of
equipment and providing added value by staff working jointly across agencies. There
has been strong organisational will on all sides. A specialist equipment catalogue has
been developed which sets sharing protocols for a wide range of operational
equipment and services. Provisions include:









Deployment of police drone and 3D imaging equipment to fire incidents.
Joint river rescue capacity.
Shared access to lighting, barriers, tents, fencing, mobile toilets, and road
closure signage.
Fire command vehicle being tested at joint incident and footage from CCTV
and body worn video to be accessed from both Major Operations Rooms.
Formalising fire support to police officers working at heights in risk to life
incidents.
Formalising fire Method of Entry support to police/ambulance at risk to life
incidents. Police retain primacy in the management of board up services
through BOING.
Fire go live with Trauma Risk Management (TRiM) in April 2018 and joint
agency support in response to critical incidents agreed.
Fire critical incident support to missing from homes - agreed in principle but
currently suspended. Subject to review.
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Organisational Support
Corporate development and inspection teams in both organisations have worked
together on key projects during 2017 and plan to continue for joint inspections,
quality assurance and sharing of good practice in 2018.
An MoU for police use of fire vehicles at Peterborough is in place.
Police access to the designated smoking area at Fire Headquarters are being finalised.
The provision of security cards to Fire/Police staff to allow access to both HQ sites
has been agreed.
Access to Police x-ray facility agreed for Fire postal services during critical incident,
with protocol in place.

5.

Memorandum of Understanding

5.1

In December 2017, a MoU was signed between Police, Fire and Ambulance to
formalise collaborative working arrangements and to demonstrate a strategic
commitment to the principles of interoperability. This document will help establish
the terms for future working relations between the emergency services across
Cambridgeshire.

6.

Recommendation

6.1

The Board is recommended to note the contents of this report.

BIBLIOGRAPHY
Source
Documents
Contact
Officer(s)

Chief Superintendent Vicky Skeels, Cambridgeshire Constabulary
Area Commander Callum Faint, Cambridgeshire Fire and Rescue Service

Business Coordination Board
16 January 2018

Agenda Item 8.0
Page 5 of 5

