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Meeting Date: 25th February 2021

Duration: 08:00am – 09:00am

Location: via Microsoft Teams


	Attendees

	Office of Police, Crime & Victims’ Commissioner 
	Durham Constabulary

	Chair: Mr Stephen White (PCVC) – Acting Police, Crime and Victims’ Commissioner
	Chief Constable (CC) Jo Farrell 


	Mrs Sharon Cadell (CEO) – Interim Chief Executive & Monitoring Officer
	Mr Gary Ridley (ACO/CFO), Assistant Chief Officer & Joint Chief Finance Officer

	Mrs JoAnne Connor (JAC) – Governance and Finance Manager (notetaker) 
	

	
	

	Apologies

	
	

	
	

	

	1. Welcome
	Action Owner

	The Acting PCVC welcomed all members to the virtual meeting.  
	

	2. Budget Report: 

	

	This report covered the Revenue and Capital Budgets 2020/21, 2021/22, Medium Term Financial Plan 2021/22 – 2024/25 and the setting of the Precept.

This report contains the required statutory information in relation to the precept increase and includes statutory notice in relation to government funding, tax base and precept install dates. The report also covers the current year’s outturn and has a Medium-Term Financial and Capital Plan as well as a series of Prudential indicators in relation to Treasury Management.

ACO gave a brief overview of the Budget Report. This meeting normally takes place before the meeting with the Police and Crime Panel for the PCVC to set the precept. The PCVC has now set the precept with the Police and Crime Panel and details of the bands of the council tax were shared with the Board. The statutory precept letters sharing tax base information have been submitted to the two billing authorities.

A table showing the estimated movement in financial reserves over the period to 31st March 2024 was presented. ACO provided assurance that the draft capital programme is subject to regular review.

ACO outlined that based on the assumptions of the Medium-Term Financial Plan, which is scrutinised by Internal Audit, Durham Constabulary will maintain a balanced position over the next few years. Of note is that in 2024/25 there will be a deficit due as a result of the Airwave replacement.

PCVC asked for clarity around:
· the police ring-fenced grants around assumptions?
· given there are additional money during the recruitment phase is there a commitment from government to continue this funding for the uplift?
ACO explained that a proportion of the money is for capital expenditure which drops out after three years. A cost model will be shared with the board later in the year. The ring-fenced grant is specifically used to fund the increase in office numbers and so is already deducted from the PCVC’S budget requirements. 

In relation to the pension grant ACO shared the rates of pension on costs which will remain constant until 2023/2024. This is re-evaluated every three years with assumptions this will increase in 2024/25 in pension contributions for Police Officers. The Police Service could not subsume the cost of these expenses and there is an expectation that this will be government funded. 

ACO gave a detailed explanation on the levels of reserves and estimated movement in financial reserves over the period to 31st March 2021. The expected use of reserves are £9.445m to fund capital expenditure in 2021/22, £12.784m to fund capital expenditure in 2022/23, £8.323 to fund capital expenditure in 2023/24. The biggest capital for 2023/24 is for the ESN Airwave replacement which is a national scheme and is estimated between £4m - £5m. This is to fund the draft capital programme.

ACO gave a summary of key risks with associated mitigating action and responsible persons are included within the medium-term financial plan. CEO questioned in respect of the shortage of detectives why capabilities weren’t included in the risks. The ACO advised he was happy with the capability due to amount currently spent on training. 

Under the Prudential Code for Capital Expenditure, the PCVC is free to make borrowing decisions according to what is affordable. The proposed capital programme in 2021/22 totals £13.157m of which part could be met with a contribution from Capital Receipts.

PCVC asked if any provision has been included for the review of the estate in the budget over the next two years. ACO explained Durham Constabulary are setting aside £0.5m a year for the Estate, also there is £0.1m set aside for legislative compliance. There’s also £0.4m to tackle backlog maintenance and refurbishment of other assets.  PCVC welcomed the review into the Estates but shared concerns around delivery.  ACO expressed a risk in rebuilding the mast not costed within this year’s budget. CC added that the pandemic has been a catalyst in demonstrating that Durham Constabulary do not need the estate to the scale currently being used. 

CEO asked what are the capital receipts were for 2021/22 and 2022/23? – ACO explained the use of capital receipts from the sale of the old Headquarters, also the sale of police cars. ACO explained he is using money out of the revenue budget to fund capital which will run out. Majority of spend is on Fleet and ICT.




Recommendations

A key objective to ensure treasury management decisions are taken in accordance with good professional practice and in a manner that supports prudence, affordability, and sustainability. 

The PCVC considered the programme for capital investment, under the Prudential Code, the PCVC and had regard to the following matters:

· Affordability, e.g. implications for Council Tax. The prudential indicators have been set assuming a Council Tax increase of £15 in 2021/22 and 1.98% in subsequent years.

· Prudence and sustainability, e.g. implications for external borrowing.  The implication for external borrowing of the PCVC’s capital spending plans has been assessed as both prudent and sustainable in the long term.

· Service objectives include strategic planning for the PCVC and the Force. The PCVC has a medium-term financial plan that is updated annually and that helps to ensure that both service and corporate objectives are taken account of as part of the budgetary process.

· Practicality is the achievability of the current capital plan which is deemed to be achievable.

The 2021/22 capital programme is considered to be both realistic and achievable.

The revised capital budget for the years 2020/21 and the proposed capital expenditure for 2021/22 to 2022/23 are detailed below.

It is recommended when determining the minimum revenue provision:
a. Option 2: CFR Method (MRP is equal to 4% of the non-housing capital finance requirement at the end of the preceding financial year) is used in relation to all capital expenditure before 1st April 2008, but only for capital expenditure financed by supported borrowing during 1st April 2008 to 31st  March 2011.
b. Option 3: Asset Life Method (MRP is based on the life of the asset) is used for capital expenditure financed by unsupported borrowing after 1st April 2008.

It is recommended that the PCVC considers prudential borrowing and treasury management arrangements outlined in the report and affirms them as the basis on which such business will be conducted in 2021/22 in order to facilitate the major capital programme outlined in the Medium Term Financial Plan. 

The 2020/21 capital programme is progressing. The revenue consequences of this programme have been taken into account in the 2021/22 budget and medium-term financial plan. Certain projects are committed but not yet fully delivered and it is therefore necessary to allow a carry forward into 2021/22. It is recommended that the PCVC agrees the carry forward of underspends on the 2020/21 capital programme.

PCVC has approved all of the recommendations as below.
a.	Notes the prudential indicators,

b.	Approves the Minimum Revenue Provision (MRP) Statement in Appendix 2 (paragraphs 9 to14) of this report,

c.	Determines an Authorised Limit of £18.1m and an Operational Boundary Limit of £13.1m for external debt in 2021/22. 

d.	Reaffirms the adoption of the key recommendations of the CIPFA Code as detailed in paragraph 21 of this report.

e.	Sets an upper limit on the fixed interest rate exposures for 2020/21, 2021/22 and 2022/23 of 50% of the net outstanding principal sum. 

f.	Sets an upper limit on the variable interest rate exposures for 2020/21, 2021/22 and 2022/23 of 30% of its net outstanding principal sums.

It is recommended that the PCVC acknowledges that the strength of the risk management processes, the adequacy of reserves and the robustness of the financial estimates give sufficient reassurance and confidence to enable him to approve the Annual Budget and note the level of Council Tax for 2021/22. The PCVC has received assurance by all of the details in the report around the risk management processes. 

PCVC accepted and approved all the recommendations in the presented Budget report and recognised the risks. The PCVC noted the hard work and management of force around maintaining financial prudence but remained concerned with the fiscal outlook in relation to both revenue and potential capital spend.

PCVC requested that a financial briefing be prepared within the Induction Pack for the incoming Police and Crime Commissioner. He also requested an update on the state of the Estate to brief new PCC – CEO and ACO have this in hand.
	

	
	

	3.   Any Other Business
	

	 No other business discussed. 
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