LANCASHIRE POLICE AUTHORITY

MEETING

WEDNESDAY, 14TH FEBRUARY 2007
IN CABINET ROOM ‘C" AT COUNTY HALL, PRESTON
AT 10:00AM

NB: If you have any queries about the Agenda papers or require any further
information, please contact Christine Durber on 01772.533415.

PART |

1. MINUTES OF THE MEETING HELD ON THE 20" DECEMBER 2006
Copy enclosed for confirmation at Item 1.

A: ITEMS FOR DECISION

2. CAPITAL PROGRAMME 2007/08 — 2011/12
Attached at Item 2 are reports and the corresponding Minutes on matters relating to
the Capital Programme 2007/08 from the Resources Committee meeting held on the
6" February 2007. Item 2 to follow.

3. REVENUE BUDGET 2007/08
Attached at Item 3 are the report and corresponding Minute on the Revenue Budget
2007/08 from the Resources Committee meeting held on the 6™ February 2007. Item
3 to follow.

4. MEMBERSHIP OF THE AUTHORITY AND ITS COMMITTEES

A report concerning the Membership of the Authority and of the Audit & Standards
Committee is attached at Item 4.

5. TIMETABLE OF MEETINGS 2007

A report concerning the Authority’s timetable of meetings for 2007 is attached at Item
5.

B: ACTING CHIEF CONSTABLE'S REPORT

6. ACTING CHIEF CONSTABLE'S REPORT

The Acting Chief Constable will present an oral report at the meeting.
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10.

11.

12.

13.

C: MINUTES OF COMMITTEES

MINUTES OF THE STAFF CONSULTATIVE FORUM MEETING HELD ON THE 9™
JANUARY 2007.

The unconfirmed Minutes of the Staff Consultative Forum Meeting held on the 9"
January 2007 are attached at Item 7.

MINUTES OF THE EXTERNAL RELATIONS COMMITTEE MEETING HELD ON THE
17™ JANUARY 2007

The unconfirmed Minutes of the External Relations Committee meeting held on the
17" January 2007 are attached at Item 8.

MINUTES OF THE RESOURCES COMMITTEE MEETING HELD ON THE 6™
FEBRUARY 2007

The unconfirmed Minutes of the Resources Committee meeting held on the 6"
February 2007 are attached at Item 9. Item 9 to follow.

D: ITEMS FOR INFORMATION

REPORTS FROM THE CHAIR/VICE-CHAIR OF THE AUTHORITY
The Chair/Vice-Chair of the Authority will present an oral report at the meeting.
REPORTS FROM MEMBERS WITH SPECIAL INTERESTS

Members with Special Interests will report as follows:-

Member Special Interest
Ms McGirr Training
County Councillor Whipp Quality Counts

The Authority is asked to note the reports presented by Members, which are attached
at Iltem 11.

REPORT ON RECENT EVENTS

Reports from Members who have attended events since the last meeting are attached
at ltem 12.

REPORT ON TRANSACTION OF URGENT BUSINESS

A report concerning four matters dealt with under the Urgent Business Procedure is
attached at Item 13.
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14. URGENT BUSINESS

An Item of Urgent Business may only be considered under this heading where, by
reason of special circumstances to be reported in the Minutes, the Chair of the
meeting is of the opinion that the item should be considered at the Meeting as a matter
of urgency. Wherever possible, the Chief Executive should be given advance warning
of any Member’s intention to raise the matter under this heading.

15. DATE OF NEXT MEETING
The next Meeting of the Authority is scheduled to be held on Wednesday, 21% March
2007 at County Hall, Preston at 10:00am.

BRIAN ALDRED
CHIEF EXECUTIVE
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L ANCASHIRE POLICE AUTHORITY ITEM 1
14™ FEBRUARY 2007

LANCASHIRE POLICE AUTHORITY

MEETING HELD ON WEDNESDAY 20™ DECEMBER 2006,
AT COUNTY HALL, PRESTON

MINUTES

PART |

PRESENT:-
Councillor M T Doherty - Chair

Miss Afzal

Mr D G Edmundson

County Councillor A P Jones
Ms P C McGirr

County Councillor N D Penney
County Councillor G W Roper

Mrs G S Stanley, JP

County Councillor J Stuart

County Councillor D M Whipp

Mr D Winthrop, JP

IN ATTENDANCE:-

Mr S Finnigan - Acting Chief Constable
Mr D Brindle - Director of Resources, Lancashire Constabulary
Mr B Aldred - Chief Executive

Mrs A Harrison Assistant Director, Legal and Administration, Preston City Council
Mr D Ainscough Deputy Chief Finance Officer, Chief Executive’s Office
Mr S Pickup - Administrator, Chief Executive’s Office

APOLOGIES

Apologies for absence were presented on behalf of Councillor B Cresswell, County
Councillor G Davies, Ms D Flynn, Mr | Master and Ms M Sumner JP.

MINUTES OF THE MEETING HELD ON THE 4™ OCTOBER 2006

Councillor Doherty briefly updated the Authority on the national police pay awards referred
to on page 9 of the Minutes. He reported that a 3% pay increase for police officers had
been agreed by the Home Secretary following arbitration. Unison were currently consulting
Members on an offer of the same figure for police staff, but the results of this exercise had
not yet been announced.

62/06 RESOLVED:- That the Minutes of the meeting held on the 4™ October 2006 be
confirmed and signed by the Chair.
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BLUEPRINT 2

The Acting Chief Constable reported that the Constabulary had a widening mission ranging
from implementing Neighbourhood Policing to tackling protective services threats such as
terrorism, serious and organised crime and major crime. Addressing these issues had
been at the heart of the debate on force mergers and could have been resolved if the
merger with Cumbria had gone ahead, as Lancashire had proposed. Whilst the creation of
strategic forces remained the Association of Chief Police Officers’ (ACPQO’s) preferred
solution, in the light of the failed amalgamation, the issues remained and a solution needed
to be found quickly. Therefore, Blueprint 2 had been commissioned to inform the
Constabulary and Authority of current and future opportunities and threats. The document
aimed to put such issues on record and identified that there was a need for an overall
increase of some £20m (8%) in the current budget of circa £250m to sustain the excellent
performance currently being delivered.

(A copy of the Executive Summary of Blueprint 2 is set out in the Minute Book.)

In addition to this, the Constabulary was also seeking to undertake collaborative work with
neighbouring forces and several internal projects to review aspects of the force and make
maximum use of resources were currently underway. However, it was recognised that
efficiencies alone could not close the gap.

The standards expected of forces in respect of protective services would also be increasing
because Her Majesty’s Inspectorate of Constabulary (HMIC) was changing its inspection
regime to put greater focus on this area. The Acting Chief Constable was aware that a
number of other Constabularies were proposing to cut police officer numbers or transfer
officers from neighbourhood policing to help meet the protective services gap. The Force
was determined to avoid either of these options and the Acting Chief Constable was
confident that Lancashire could manage this for 2007/08.

The Chair reported that the Authority and Constabulary had begun, and would continue, to
lobby the Government to seek an increase in police grant to help fill the protective services

gap.

County Councillor Whipp and County Councillor Roper indicated that the police service in
Lancashire continued to perform exceptionally well and coupled with its historically low
council tax base and levels of central government grant, this made the force one of the
most efficient in the country. County Councillor Whipp considered that as the Home Office
had failed to deliver on their assurances about the force merger, which would have
provided a solution to the funding problem, they should be required to fund the protective
services gap or a large proportion of it. County Councillor Roper also pointed out that
protective services was a national priority and should, therefore, be funded nationally and
not at local level through Council Tax increases.

County Councillor Jones indicated that the Authority was in an extraordinary position as it
had a statutory duty to maintain an efficient and effective police service, yet it could be
prevented from providing the resources needed according to the Constabulary’s
professional opinion because of the capping limit imposed by the Government. County
Councillor Jones agreed that funding should initially be sought from central government.
However, he indicated that if the Authority had to increase its council tax, and was capped
as a consequence, it would be the Government’'s responsibility if Lancashire was then
unable to deliver an effective policing service.
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Ms McGirr also agreed that whilst the Government was the most appropriate source of
additional resources, the Authority could not stand aside if this was not forthcoming and, if
necessary, the Council Tax would need to be increased. She also supported the view that
resources should not be transferred from Level 1, as the links between neighbourhood
policing and protective services could not be underestimated. It was important that strong
community links were established and maintained to ensure intelligence about level 2
issues was provided to the police.

Miss Afzal also stated that it was necessary to ensure effective partnership working was in
place to ensure that minority communities did not become polarised.

Mr Edmundson indicated that in lobbying the Treasury, it was important for Lancashire to
show that it was already undertaking the proposals in the recently published Treasury paper
‘Delivering a Step Change in Police Productivity’ and also to be able to demonstrate that
the force was working at maximum efficiency.

The Chair encouraged Councillor Members of the Authority to explain the position on this
year’s police budget to their local authorities and to seek their support for securing as much
additional funding for the Constabulary as possible.

63/06 RESOLVED:-

1. That Blueprint 2 be accepted as an accurate picture of present and future resourcing
challenges.
2. That the Authority and Constabulary continue to lobby the Government for additional

funding to close the resourcing gap in relation to protective services policing.
3. That, in responding to the Government’s consultation on the overall police funding

settlement for 2007/08, the Chief Executive be asked to include a firm case for
additional resources to be provided to enhance the provision of protective services.

JOINT AUTHORITY/CONSTABULARY NEWSPAPER - NEWSBEAT
The Authority was presented with a report concerning the future publication of Newsbeat.

64/06 RESOLVED:- That further discussions on this matter should take place with the
Constabulary prior to a report being brought back to the next meeting of the Authority.

ASSOCIATION OF POLICE AUTHORITIES: DRAFT GUIDANCE ON CHILDREN AND
YOUNG PEOPLE

A consultation paper on draft guidance to assist Police Authorities in meeting new duties
under the Children Act 2004 was presented to the Authority.

County Councillor Whipp declared a personal but non prejudicial interest in this item by
virtue of his membership of Lancashire County Council and Pendle Borough Council.

(A copy of the report is set out in the Minute Book.)
Members were informed that, following the Victoria Climbie Inquiry, the Government had
developed ‘Every Child Matters: Change for Children’, which aimed to ensure that all

children and young people, whatever their background or circumstance, had the chance to

Page 3 0of 9

H:\Police\Committee Folders\2006-2007\Police Authority\14th February 2007\Items\ltem 1 MINUTES.doc



fulfil their potential. The Children Act 2004 made provision for recommendations resulting
from ‘Every Child Matters’, and Police Authorities were named as statutory partners under
two sections of the Act. Statutory guidance had been published in relation to the Act but
this did not take account of the specific role of police authorities and, as a result, the
Association of Police Authorities had prepared draft guidance which was presented.

The Authority welcomed the draft guidance and it was suggested that the Authority should
look to address the issues identified in anticipation of the final version of guidance being
published. Ms McGirr indicated that the issues raised by the guidance ran through a
number of areas of the Authority’s work and felt that an action plan was needed to ensure
that the Authority had a systematic approach to its response. County Councillor Whipp
suggested that a recent Audit Commission report relating to County Council activity on the
issue would be helpful.

The report raised the issue of nominating a lead member in respect of these issues, given
that both Miss Afzal and County Councillor Penney had special interests in the area, it was
agreed that Miss Afzal should be the lead but that County Councillor Penney should also
take a supporting role.

65/06 RESOLVED:- That Ms Afzal be nominated as the Authority’s lead member on Every
Child Matters issues with County Councillor Penney acting in a supporting role.

TIMETABLE OF MEETINGS FOR 2007

The Authority received a report seeking approval of the Authority’s Timetable of Meetings
for 2007.

The Vice-Chair of the Authority indicated that the current concentration of several
committee meetings in one week created difficulties in attendance for Members and asked
the Authority’s Officers to give further consideration to the distribution of meetings. The
Chair of the Partnerships Forum requested that, where possible, the time of this Forum’s
meeting should be amended to 10.00am.

The Chief Executive undertook to take on board these comments and present a revised
version of the timetable to the next meeting of the Authority.

66/06 RESOLVED:- That further consideration be given to the distribution of the Authority’s
meetings and a further report be presented to the Authority’s next meeting.

ACTING CHIEF CONSTABLE'S REPORT

The Acting Chief Constable presented an oral report giving the latest position on
Lancashire’s crime reduction in relation to a number of categories of crime. Mr Finnigan
indicated that whilst improvements had been made in reducing burglaries in dwellings and
violent crime, there had been a significant increase in both personal and business robberies
and the force was currently undertaking work to tackle this problem.

In respect of crime investigation, Mr Finnigan was pleased to report sanction detection rates
of 33.8% against a target of 27.5%. In comparing iQuanta data for Lancashire against its
most similar forces, the Acting Chief Constable reported that Lancashire’s position had
improved in almost all crime categories.
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As had been requested at the last meeting, comparative data was provided on the volume
of 999 and non-emergency calls from April to November 2006 compared to the same period
in the previous year. Mr Finnigan reported that call handling performance was improving
with 92.6% of 999 calls and 85.1% of non emergency calls being answered within target in
the last quarter.

The Authority was also informed that the Constabulary was replacing CS spray with a new
synthetic extract known as PAVA which was a natural ingredient found in chilli peppers.
This was medically safe to spray and did not migrate, thus avoiding contamination of police
officers, police vehicles etc.. Extensive training on the use of the new spray was currently
being provided to officers.

The Constabulary was also introducing mobile fingerprint technology which would be fitted
in Automatic Number Plate Recognition vehicles and allowed for the identification of
offenders at the roadside. However, it was noted that the consent of the person concerned
was currently required before Officers could utilise this technology.

The Acting Chief Constable also reported that the Constabulary had recently agreed to split
‘G’ Division into two separate functions Crime and Operations and this would result in the
creation of a new ‘H’ Division. It was also reported that a number of officers had recently
been promoted to the rank of Superintendent.

67/06 RESOLVED:- That the report be noted.

MINUTES OF THE SHORTLISTING COMMITTEE MEETING HELD ON THE 2157
NOVEMBER 2006

The Chair of the Shortlisting Committee, Councillor Doherty, presented the unconfirmed
Minutes of the Committee’s meeting held on the 21°' November 2006.

68/06 RESOLVED:- That the unconfirmed Minutes of the Shortlisting Committee held on
the 21°' November 2006, be received.

MINUTES OF THE AUDIT & STANDARDS COMMITTEE MEETING HELD ON THE 27™
NOVEMBER 2006

The Vice Chair of the Audit & Standards Committee, County Councillor Jones, presented
the unconfirmed Minutes of the Committee’s meeting held on the 27" November 2006.

69/06 RESOLVED:-

1. That the Annual Audit Letter for 2005/06 be published on the Authority’s website and
by the inclusion of the letter with the Minutes of the Audit and Standards Committee
meeting of the 27" November 2006.

2. That, insofar as they have not been dealt with by the foregoing resolution, the
unconfirmed Minutes of the Audit and Standards Committee held on the 27"
November 2006, be received.
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MINUTES OF THE RESOURCES COMMITTEE MEETING HELD ON THE 28™
NOVEMBER 2006

The Chair of the Resources Committee, County Councillor Roper, presented the
unconfirmed Minutes of the Resources Committee’s meeting held on the 28" November
2006.

On page 4 of the Minutes, the Chief Executive corrected the list of Members of the Panel to
appoint a new legal services provider to the Authority. He indicated that this list needed
amending to remove Mr Winthrop, JP and to include Ms Sumner, JP.

70/06 RESOLVED:-

1. That the Authority’s own directly controlled budget for 2007/08 be approved, subject
to final decisions being taken at the Authority’s overall budget setting meeting on the
14" February 2007.

2. That, the list of Members agreed to comprise a Panel to undertake the appointment
process for the provision of legal services to the Authority be amended to remove Mr
D Winthrop, JP and to include Ms M Sumner, JP.

3. That, insofar as they have not been dealt with by the foregoing resolutions, the
unconfirmed Minutes of the Resources Committee held on the 28" November 2006,
be received.

MINUTES OF THE PLANNING & PERFORMANCE REVIEW COMMITTEE MEETING
HELD ON THE 5™ DECEMBER 2006

The Chair of the Planning & Performance Review Committee, Mr Winthrop, JP, presented
the unconfirmed Minutes of the Committee’s meeting held on the 5" December 2006.

In presenting the Minutes, Mr Winthrop reminded the Authority that it was important for
relevant Members to make every effort to attend Divisional Quarterly Performance Review
Meetings.

71/06 RESOLVED:- That the unconfirmed Minutes of the Planning Performance & Review
Committee held on the 5™ December 2006, be received.

MINUTES OF THE HUMAN RESOURCES COMMITTEE MEETING HELD ON THE 6"
DECEMBER 2006

The Vice-Chair of the Human Resources Committee, County Councillor Jones, presented
the unconfirmed Minutes of the Committee’s meeting held on the 6" December 2006.

In relation to the Authority’s Disability Equality Scheme, Mr Winthrop indicated that in
addition to giving consideration to disabled access to buildings, the Authority and
Constabulary also needed to give consideration needed to disabled access to car parks
and the provision of disabled car parking spaces.

72/06 RESOLVED:-

1. That the Disability Equality Scheme be approved as now presented.
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2. That the revised Race Equality Action Plan for 2006/07 be approved as now

presented.

3. That the Age Equality Action Plan be approved as now presented.

4. That, insofar as they have not been dealt with by the foregoing resolutions, the
Minutes of the Human Resources Committee held on the 6" December 2006, be
received.

MINUTES OF THE PROFESSIONAL STANDARDS COMMITTEE HELD ON THE 7™
DECEMBER 2006

The Chair of the Professional Standards Committee, Ms McGirr, presented the unconfirmed
Minutes of the Committee’s meeting held on the 7" December 2006.

In presenting the Minutes, Ms McGirr commented that the quality of Animal Welfare Lay
Visitor reports which were considered by the Committee had improved and she wished to
thank the Vice-Chair and the Authority’s Officers for their assistance in bringing about this
development.

Resolution 32/06 on page 4 of the Minutes, related to the impact of the utilisation of police
cells for prisoners whom the prison service could not accommodate. It was reported that
the Committee had sought clarity on whether Independent Custody Visitor reports on these
prisoners could be brought to the Authority. Confirmation had been received that these
reports could be considered by the Authority through its normal reporting procedure.

73/06 RESOLVED:- That the unconfirmed Minutes of the Professional Standards
Committee held on the 7" December 2006, be received.

POLICE & JUSTICE ACT 2006

The Association of Police Authorities had produced a briefing paper on the Police & Justice
Act 2006 which had recently received royal assent.

(A copy of the briefing paper is set out in the Minute Book.)

The paper set out the key elements of the Act which would impact on Police Authorities and
it was noted that specific reports would be brought to relevant Committees as and when
specific provisions were implemented.

A Member of the Authority enquired about when the provision to abolish the Magistrate
category of Police Authority Member would come into force. The Chief Executive indicated
that this provision was likely to come into effect from the 1° April 2008.

74/06 RESOLVED:- That the report be noted.
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LOCAL GOVERNMENT WHITE PAPER: STRONG & PROSPEROUS COMMUNITIES.

The Authority considered a briefing paper on the Local Government White Paper: Strong &
Prosperous Communities.

County Councillor Whipp declared a personal but non prejudicial interest in this item by
virtue of his membership of Lancashire County Council and Pendle Borough Council.

The paper included observations on the potential impact of the proposals for police
authorities. The Chief Executive particularly drew the Authority’s attention to paragraph
A21 of Annex A to the White Paper which gave specific reassurances that the proposals
would not diminish the operational independence of the Police and that the tripartite
relationship would remain untouched.

75/06 RESOLVED:- That the report be noted.

REPORT FROM THE CHAIR AND VICE-CHAIR OF THE AUTHORITY

The Chair and Vice-Chair of the Authority wished to thank all members of the Authority’s
Staff for the hard work over the year and wished all Members and Officers a Happy
Christmas and New Year.

76/06 RESOLVED:- That the reports be noted.

REPORTS FROM MEMBERS WITH SPECIAL INTERESTS

The Authority considered reports on areas of Special Interest from Miss Afzal, Ms Flynn,
County Councillor Penney and Mrs Stanley, JP.

(Copies of the Members’ reports are set out in the Minute Book.)

77/06 RESOLVED:- That the reports be noted.

REPORTS ON RECENT EVENTS

A report concerning Members’ attendance at events since the last meeting was presented
to the Authority. Miss Afzal mentioned some difficulties she had experienced at the recent
APA conference and the Chief Executive undertook to pursue this.

78/06 RESOLVED:- That the report be noted.

REPORT ON TRANSACTION OF URGENT BUSINESS

79/06 RESOLVED:- That the one matter of urgency approved under the Urgent Business
Procedure now reported, be noted

DATE OF NEXT MEETING

80/06 RESOLVED:- That the next Meeting of the Authority be held on Wednesday 14"
February 2007, at County Hall, Preston at 10.00am.
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EXCLUSION OF THE PRESS AND PUBLIC

81/06 RESOLVED:- That the press and public be excluded from the meeting during
consideration of the following item of business on the grounds that there would be a likely
disclosure of exempt information as defined under the appropriate paragraph of Part | of
Schedule 12A to the Local Government Act 1972, as indicated against the heading to the
item and that the public interest not to disclose the information outweighs the public interest
in disclosing it.

PART I
PRIVATE AND CONFIDENTIAL

MINUTES OF THE RESOURCES COMMITTEE MEETING HELD ON THE 28™
NOVEMBER 2006

(NOT FOR PUBLICATION — Exempt information as defined in Paragraph 3 of Part | of
Schedule 12A to the Local Government Act 1972.)

The Authority considered a recommendation from the Resources Committee’s concerning
the Lancashire Police Authority banking contract.

82/06 RESOLVED:- That approval be given to a one year extension to the National
Westminster Bank for the provision of banking services to the services to the Police
Authority for the period 1% April 2007 to 31%' March 2008.

BRIAN ALDRED
CHIEF EXECUTIVE
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ITEM 2
LANCASHIRE POLICE AUTHORITY
14™ FEBRUARY 2007

PART |

CAPITAL PROGRAMME 2007/08 — 2011/12
(Appendices ‘A’ and ‘B’ refer.)

Issue for Consideration
The Capital Programme for 2007/08.
Information

The Resources Committee, at its meeting on 6" February 2007, discussed in detail the
Capital Programme for 2007/08. A copy of the report presented to the Resources
Committee is attached at Appendix ‘A’ and an extract from the unconfirmed Minutes of the
Committee’s meeting is set out below:-

Members were informed that the Estates Sub Committee had had some concerns about the
size of the proposed programme and its consequent impact on the revenue budget and felt
unable to approve it at that time. In view of this, further consideration had been given to the
programme and a number of amendments had been made. A number of items had been
re-phased into later years which reduced the programme by £0.500m, and following a re-
assessment, several schemes totalling £0.4m had been deleted. In terms of financing the
programme, the level of unsupported borrowing had been further reduced from £10.890m
to £6.845m through the utilisation of additional funds from the capital funding reserve and
the revenue budget to finance the reduced programme.

‘It was reported that the Estates Sub-Committee had also expressed some specific
concern regarding the inclusion of the Rossendale Operating Centre scheme within
the programme. This was because the size of the property was around 40% larger
than the Constabulary’s requirements and so raised questions about the value for
money of the purchase.

The Acting Chief Constable informed the Committee that the Constabulary
nevertheless regarded the purchase as essential and he outlined the geographic
difficulties in policing the Rossendale Valley. He also indicated that suitable
accommodation in this area of the County rarely became available and it could be a
number of years before a suitable alternative site became available. In addition, Mr
Finnigan also reported that the additional space at the proposed site would be
appropriately utilised and a number of options for this were currently under
consideration.

A member of the Committee suggested that, if concerns existed around the impact of
the programme on revenue, rather than removing a scheme from the programme
which was graded as essential (such as the Rossendale Operating Centre), those
schemes classified as provisional or desirable should perhaps be removed instead.
It was reported that removing the five schemes listed below which were ranked in
these categories would reduce the overall programme by £1.150m:
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Force IS/IT Strategy
e Sharepoint Enterprise Agreement
* Media/Marketing Products

Accommodation

» Police Records Review Team

e Liftin main HQ Building

e Training Centre — Residential Accommodation Upgrading

66/06 RESOLVED:-

1. That the five schemes categorised as desirable and provisional be removed from the
2007/08 capital programme in order to reduce its impact upon the revenue budget.

2. That the Police Authority be recommended to:-
(1) Approve a revised Capital Programme for 2007/08 of £17.162m and the method

of financing, including a reduced requirement for unsupported borrowing of
£5.695m.

(i) Note the draft Capital Programme for 2008/09 to 2011/12 and the method of
financing.

(i)  Approve the prudential indicators as set out in the report.’
The Authority is asked to note that the Resources Committee’s decision to remove five
schemes from the 2007/08 programme has an impact on the shape of the financing
required to support the programme and the prudential indicators. In terms of financing, as
indicated in the above extract, the removal of these schemes reduces the requirement for
unsupported borrowing from £6.845m to £5.695m. A revised suite of prudential indicators
has now been produced and these are attached at Appendix ‘B’ for the Authority’s
consideration.
Decision Required
The Authority is requested to consider the Resources Committee’s recommendations and
approve a final Capital Programme for 2007/08 and the revised prudential indicators as now
presented.
Background Papers
None

Report Originator

Mr S Pickup, Chief Executive’s Office
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LANCASHIRE POLICE AUTHORITY APPENDIX
RESOURCES COMMITTEE
6 FEBRUARY 2007

PART |

CAPITAL PROGRAMME 2007/08 — 2011/12
(Annexes ‘A’ to ‘C’ refer)

1.0

11

2.0

2.1

2.2

3.0

3.1

3.2

Issue for Consideration
The Authority’s Capital Programme for 2007/08 to 2011/12.
Summary of position reported to Estates Sub-Committee

At the meeting of the Estates Sub-Committee on January 22" 2006, a report
was presented which showed the proposed Capital Programme for 2007/08 to
2011/12, and the proposed method of financing this programme.

Members of the Sub-Committee had some concerns about the impact of the
proposed programme on the revenue budget, and so felt unable to approve it at
that time. Since that meeting, in view of the impact on borrowing, further
consideration has been given to the overall programme and financing options in
an attempt to put forward for approval a more affordable Capital Programme.
This report reflects the outcome of those considerations and explains the
changes made since the Estates Sub Committee.

Draft Capital Programme for 2007/08 — 2011/12

The Authority continues to develop its capital programme in line with the
Prudential Code. The Prudential Code is founded on the 6 principles of
affordability, prudence/sustainability, value for money, stewardship, planning and
practicality. More details of how the Authority complies with these principles and
an explanation of the process adopted by the constabulary when compiling this
capital programme can be found at Annex ‘A’.

In total over its five-year period, the revised programme requires an investment
of £53.297m, which compares to a figure of £43.6m when last year’s programme
was approved (and is some £0.4m less than the total programme reported to
Estates Sub-Committee). The detailed draft Capital Programme covering the
financial years 2007/08 to 2011/12 is attached at Annex B. In summary the
position is as follows:

2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12
£m £m £m £m £m
IS/IT Strategy 5.288 5.290 4.365 1.515 1.515
Property Strategy 10.834 3.000 2.150 1.900 1.150
Vehicle Replacement 1.800 2.700 2.300 2.100 2.000
Other Schemes 0.390 5.000
Total 18.312 | 10.990 8.815 5.515 9.665

IAI



3.3

4.0

4.1

4.2

4.3

4.4

Given that the programme covers a period of 5 years, the apparent decline in the
size of the programme from 2008/09 still needs to be treated with some caution.
Schemes are likely to emerge as we progress through the years, as has
happened this year, and the shape of the financing strategy for the programme
needs to take account of this.

Capital Review Process

In the light of discussions at Estates Sub-Committee, the Director of Resources
has met with scheme sponsors to review the status of each scheme for 2007/8,
the possibility of re-phasing schemes on the basis of timeframes / deliverables
and the need for the initial investment amount in the light of carry forward and
deferred amounts from 2006/7.

The status of each scheme has been categorised into:

C Committed

E Essential

D Desirable

P Provisional

The categorisation of each scheme can be found at Annex ‘B’.

Re-Phasing of the Programme

IS /IT Strategy

e Transaction Monitoring — initial amount of £0.300m re-phased £0.100m
2007/8; £0.200m 2008/9.

e Card Access System — initial amount of £0.300m re-phased £0.100m
2007/8; £0.200m to add to existing sum of £0.100m in 2008/9

e E-Mail Archiving — initial amount of £0.200m re-phased £0.100m 2007/8;
£0.100m 2008/9

The impact of the above re-phasing is to delay undertaking schemes to the value
of £0.500m in 2007/08 and to carry them out instead as part of the 2008/09
programme.

Re-assessment of Requirements

In the light of the amounts carried forward / deferred from 2006/7, the provisions
for Network Access for Remote Locations (£0.050m); Storage, Server, Network
Strategy (£0.250m); and Airwave Development Upgrades (£0.100m) have been
deleted from the programme.

The impact on the initial 2007/8 Programme presented to Estates Sub-
Committee is as follows:



£m
Initial 2007/8 Programme 19.212
(including carry
forward/deferred)
Re-phasing - 0.500
Re-assessment - 0.400
Revised Programme 18.312
4.5 The status of the revised 2007/08 programme has been categorised as follows:-
Committed | Essential | Desirable | Provisional | Total
£m £m £m £m £m
IS/IT Strategy 1.060 3.978 0.200 0.050 5.288
Accommodation 1.360 8.574 0.400 0.500 10.834
Strategy
Vehicle 1.800 1.800
Replacement
Programme
Other Schemes 0.250 0.140 0.390
2.670 14.492 0.600 0.550 18.312
5.0 Capital Programme Financing

5.1

5.2

5.3

The shape of the financing needed to support the proposed programme in
2007/8 and future years depends upon the extent of government support for
capital expenditure and upon financing decisions which the Authority itself can
take. In terms of the first, a distinction is drawn between “supported capital
expenditure — capital” (SCE-C) and “supported capital expenditure — revenue”
(SCE-R). SCE-C reflects direct funding through capital grants. SCE-R reflects
capital financing costs supported through Revenue Support Grant, based upon a
notional borrowing approval.

The two year financial settlement released in December 2005 relating to 2006/07
and 2007/08 identified the capital allocations for 2007/8. These have now been
confirmed as:

£m
Supported Capital Expenditure — Capital (SCE-C) 2.229
Supported Capital Expenditure — Revenue (SCE-R) 1.782

Members may recall that the Government reduced the support given in 2007/08
through SCE-C in order to provide some national capital funds for the then
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proposed mergers. As part of the 2007/08 budget consultation response the
Authority requested the return of these capital resources in the 2007/08 financial
year. Unfortunately the final settlement announced on 18" January still excludes
them.

5.4 Financing of the proposed 2007/08 to 2011/12 Programme

The financing of the 2006/07 and revised 2007/08 to 2011/12 programme is now

proposed as follows:

2006/07 | 2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12
£m £m £m £m £m £m

Capital Grant 3.171 2.299 3.254 3.254 3.254 3.254
Capital Receipts 2.979 3.602 2.090 0.500
Capital Reserves 5.707 2.774
Revenue 1.010
Contribution to
Capital
Borrowing
- Supported 1.782 1.782 1.782 1.782 1.782 1.782
- Unsupported 1.173 4.203 3.864 3.779 0.479 4.129
- Unsupported bf/f

(deferred schemes) 1.400
- Unsupported b/f

(slippage) 1.242
Total Programme 14.812 |18.312 | 10.990 8.815 5.515 9.665

It can be seen from the above table that the authority would be making
unsupported borrowing of £6.845m in 2007/08. This compares with an originally
approved figure for 2006/07 of £6.364m, although this has now reduced to
£1.173m due to the decision taken in year to utilise additional funds from the
Capital Funding Reserve, and to slippage and savings in the year, It will also be
seen that the new unsupported borrowing in 2007/08 of £4.203m is broadly
comparable with the planned level over the following two years.

The proposed financing for 2007/08 includes a revenue contribution to capital of
£1.010m. This relates to two items. Firstly, it is proposed to use the £0.600m
one-off income expected from Cumbria from the sale of Sleuth as a contribution
towards the 2007/08 programme. Secondly, an additional sum has been
included (£0.410m) which is subject to the approval of the Committee and is,
therefore, included as part of the revenue budget report considerations.

Since the meeting of the Estates Sub-Committee the following revisions to
capital financing, and their effects on the amount of unsupported borrowing
necessary to fund the programme, have been assumed to produce the figures
shown above:



5.5

5.6

2006/07

a)

The Capital Programme for 2006/07 has been reduced by
£0.300m following the Sub-Committee’s agreement to a lower
purchase price for the remaining properties at the Central
Division Operating Centre.

007/08

b)

d)

The revised programme for 2007/08 has reduced by an overall
£0.900m with the consequential reduction in the amount of
borrowing necessary in that year (see 4.4 above).

It is now possible to release a further £1.8m from the Capital
Funding Reserve (CFR) to support the 07/08 capital programme.
The £1.8m was originally being held back to provide financial
cover for Operation Overt, but the latest revenue monitoring (see
elsewhere on this agenda) shows that the cost of this operation
is presently being absorbed from underspends on a number of
revenue budgets.

The revenue budget also assumes the release of £0.500m
surplus from the Pensions Reserve and £0.450m surplus PCSO
funding into the CFR in 2006/07 and this is also applied to
support the 07/08 programme. See also revenue monitoring
report.

Additional capital receipts have been identified and assumed in
financing the 2007/08 programme.

2008/09

f)

The revised programme for 2008/09 has increased by £0.500m
due to a number of projects being deferred from the 2007/08
programme (see 4.2 above).

Capital Funding Reserve

-£0.300m

-£0.900m

-£1.800m

-£0.950m

-£0.395m

+£0.500m

The proposals above utilise the majority of the monies available in the Capital
Funding Reserve (CFR), leaving a small balance of £0.179m.

Outstanding Debt

The graphs at Annex ‘C’ show Lancashire’s debt as a proportion of fixed

assets compared to other Shire Police Authorities.

At the end of 2005/06,

Lancashire was just below the average at 10.15% compared to an average of
12.53%. Based on the borrowing above and making assumptions regarding the
future value of our fixed assets, the proportion is likely to rise to around 14% by
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5.7

6.0

the end of 2007/08 (lower than the figure of 16% recently reported to Estates
Sub Committee reflecting the reduced amount of borrowing now being

assumed).

Capital Receipts

The following indicates the anticipated position on capital receipts:-

Balance at 31° March, 2006 4.£7r33
Estimated receipts in year 2006/07 0.794
Committed in 2006/07 to support capital expenditure -2.979
Estimated Balance at 31 March, 2007 2608 |
Estimated Receipts 2007/08 0.995
Estimated usage in 2007/08 to support capital expenditure -3.602
Estimated Balance at 31 March, 2008 ~0.001 |

As ever, it is difficult to be precise about the likely level of receipts to be
generated from future planned disposals. However the proposed financing
assumes that available receipts will be utilised in the year they are generated.
Close monitoring of capital receipts will continue to be carried out.

The estimated receipts have increased from the position reported to the Estates
Sub-Committee by a total of £0.395m, £0.165m in 2006/07 and £0.230m in
2007/08.

Revenue Consequences

As a result of the level of programme proposed for 2007/08 and subsequent
years, the additional costs falling on the revenue account would be:

2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12
Impact on Revenue
£m £m £m £m £m

Capital Financing Costs 0.435 0.440 0.255 0.179 0.103
Revenue Contributions 0.410
Running Costs 0.350 0.680 0.500 0.250 0.250
Total Revenue Costs 1.195 1.120 0.755 0.429 0.353
Council Tax increase 2.28% 2.14% 1.44% 0.82% 0.67%




7.0

7.1

Prudential Indicators

From the financing proposals set out above, and from the overall capital
programme being recommended for approval, it is now possible to produce a
suite of the prudential indicators. Under the prudential system the Authority is
required to approve these indicators, within which the capital programme must
be set. The main emphasis of the indicators is to enable the Authority to assess
whether its capital investment plans are affordable, prudent and sustainable.

Lancashire does, however, have a tradition of prudent financial management,
which in the early years of its existence minimised the use of borrowing as a
means of capital finance, even to the extent of repaying half of the debt inherited
from the County Council. As noted above, at the end of last year Lancashire’s
relative debt outstanding was below the average for police authorities as a
whole.

Indicators relating to Expenditure and Financing

There are two indicators required by the code in respect of capital expenditure
and financing. The first of these is the total capital expenditure, irrespective of
the method of financing, to be incurred by the Authority.

Total Capital Expenditure

Capital 2005/6 2006/7 2007/8 2008/9 | 2009/10 | 2010/11 | 2011/12
Programme £000 £000 £000 £000 £000 £000 £000
Year Actual | Estimate | Estimate | Estimate | Estimate Estimate Estimate
2007/8 14,812 18,312 | 10,990 8,815 5,515 9,665
2006/7 16,010 15,643 11,915 8,450 4,750 4,550

This indicator shows the capital expenditure forecast at the current time
compared with the forecast made for the same period at this time last year.

The series of indicators for 2005/6 to 2007/8 include the effect of slippage from
the earlier years programme into the subsequent year, but all other indicators
only include the respective years’ programmes. At the time that the indicators for
the 2006/07 programme were presented, it was anticipated that all the planned
capital expenditure for that year would be incurred during the year. The
monitoring report that was presented to the Committee at the last meeting
showed that there is going to be slippage (£1.242m) on the 2006/07 programme
and this has been added to the expenditure for 2007/08.

As set out earlier in the report a mixture of sources, including borrowing, will
finance the estimated capital spending stated above. A key control of the
prudential system is the underlying need to borrow for capital purposes, which is
represented by the cumulative effect of past borrowing decisions and future
plans. This is shown by the second indicator, the capital financing requirement.




Capital Financing Requirement

Capital 2005/6 | 2006/7 2007/8 2008/9 | 2009/10
Programme | £000 £000 £000 £000 £000
Year Actual | Estimate | Estimate | Estimate | Estimate
2007/8 20,962 | 22,500 29,300 32,600 35,500
2006/7 21,600 | 27,800 31,700 33,900

This indicator shows the capital financing requirement at the current time
compared with the forecast made for the same period at this time last year.

The indicator is cumulative as a result of new borrowing for each year being
greater than the annual contribution (debt repayment and any revenue
contribution) from the revenue budget. The stabilisation of the increasing pattern
in financing requirement in later years is partly a reflection of the voluntary
additional charge to revenue.

The Prudential code states the following as a key indicator of prudence: “in order
to ensure that, over the medium term, net borrowing will only be used for a
capital purpose, the local authority should ensure that net external borrowing
does not, except in the short term, exceed the total of the capital financing
requirement in the preceding year, plus the estimates of any additional capital
financing requirement for the current and next two financial years”. Based on the
existing plans and proposals outlined earlier in the report, it is not envisaged that
the Authority will have any difficulty in meeting this requirement.

It is important to ensure that the plans for capital expenditure and borrowing are
affordable in the long term. This leads to the third indicator, which provides
estimates of the ratio of financing costs to net revenue stream:

Ratio of Financing Costs to Net Revenue Stream

Capital 2005/6 | 2006/7 | 2007/8 | 2008/9 | 2009/10
Programme | Actual | Estimate | Estimate | Estimate | Estimate
Year
2007/8 0.39% 0.77% 1.02% 1.15%
2006/7 0.14% 0.73% 1.04% 1.21% -

This indicator shows the ratio at the current time compared with the forecast
made for the same period at this time last year.

The ratio reflects the cumulative pattern of the growth in the outstanding debt
above.

The reason for the figures in 2007/08 being lower than the equivalent figures in
2006/07 is because of the decision taken mid way through 2006/07 to apply
£3.4m from the Capital Funding Reserve. This had the effect of reducing the
amount of borrowing taken in 2006/07 and has a knock on effect of reducing
financing costs in 2007/08 and future years.

The fourth indicator is the impact of the authority’s capital investment decisions
for the Band D council tax, which is as follows:
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7.2

Impact of Capital Investment Decisions on Band D Council Tax

Capital 2007/08 | 2008/09 | 2009/10
Programme £ £ £
Year
2007/8 8.37 2.23 3.20

This indicator represents how much the taxpayers have to pay towards the
schemes which are presently uncommitted within the capital programme through
financing charges (interest and repayments) and revenue contribution (RCCO &
CFR).

In essence, this indicator shows how much the Council Tax could be reduced if
none of the uncommitted schemes within the Programme are approved and all
of the revenue money earmarked to fund the uncommitted schemes was
returned to Council Tax payers. The impact on council tax in 2007/08 is very
high in comparison to the forward years due to the large revenue resources now
being applied to fund the 2007/08 Programme.

Indicators relating to Debt and Borrowing

The previous indicators focus upon capital expenditure and its impact upon the
revenue account of the authority. There are also indicators specifically targeted
at the borrowing arising from the agreed programme of capital expenditure,
covering external debt and treasury management. The latter are also contained
within the overall treasury management strategy but for completeness are
included here.

In the first place, the Authority will have to approve an authorised limit and an
operational boundary for external debt. The limits proposed are consistent with
the proposals for capital investment and with the Authority’s approved treasury
management policy statements and practices. The indicator is split between
borrowing and other long term liabilities, such as finance leases. Currently,
finance leases are not included within the capital programme, although there
may be a requirement to enter into some property leases during the year which
will be finance leases. Therefore, it is proposed to set a limit of £1m for this
purpose.

The authorised limit is a prudent estimate of external debt. The indicator is
cumulative because it takes into account outstanding debt brought forward from
prior years and planned borrowing in upcoming years. It is not a worst case
scenario, but allows sufficient headroom for unusual cash movements. After
taking into account the capital plans and estimates of cashflow, the proposed
authorised limits for external debt are:



Authorised Limit of Debt

2006/07 | 2007/08 2008/09 2009/10
£000 £000 £000 £000
Borrowing 27,000 34,000 37,000 41,000
Other long term liabilities 1,000 1,000 1,000 1,000
Total (2007/8) 28,000 35,000 38,000 42,000
2006/7 Programme 33,000 37,000 39,000 -

The proposed operational boundary for external debt is based on the same
estimates as the authorised limit, but is lower because there is no provision for
unusual cash movements. In effect, it represents a realistic estimate of external
debt arising as a consequence of the authority’s current known plans.

As required by the code, this indicator will be carefully monitored during the year.
The proposed operational boundary for external debt is:

2006/07 | 2007/08 | 2008/09 | 2009/10
£000 £000 £000 £000
Borrowing 24,400 29,600 33,000 35,900
Other long term liabilities 250 250 250 250
Total (2007/8) 24,650 29,850 33,250 36,150
2006/7 Programme 28,050 32,050 34,150 -

It should be noted that the authorised limit determined for 2007/8 will be the
statutory limit determined under section 3(1) of the Local Government Act, 2003.

Both these limits do not assume any advance borrowing to cover capital
expenditure beyond the year in question. This is permissible (see the comment
under capital financing requirement above) and may be desirable if it is
anticipated that conditions for borrowing will deteriorate significantly in future
years compared with the present situation. However it is suggested that
decisions of this nature should require separate approval if and when they are
needed.

Finally, indicators need to be set for Treasury Management. The prudential code
requires Authorities to adopt the CIPFA Code of Practice for Treasury
Management in the Public Services. The Authority has adopted this code for
several years and will continue to do so, consistent with the Authority’s Treasury
Management strategy. Treasury management indicators are closely monitored
during the year to ensure that they are up to date with changing market
conditions. In addition, the following treasury management indicators are
recommended.

= Upper limits on the authority’s exposure to the effect of changes in interest
rates, both in terms of fixed and variable interest

Upper limit of borrowing in fixed interest 100%
Upper limit of borrowing in variable interest 25%

Upper limit in fixed rate investments 100%
Upper limit in variable rate investments 100%
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= Upper and lower limits for the maturity structure of its borrowings as follows:

Upper Limit Lower Limit
Under 12 months 10% 0%
12 months and within 24 months 10% 0%
24 months and within 5 years 30% 0%
5 years and within 10 years 60% 0%
10 years and above 85% 25%

The above structure is a prudent attempt to reflect the likelihood of future
borrowing decisions. It reflects the authority’s desire to align (as much as
possible) maturity structure of debt to the average life of the total assets in the
capital programme.

= Upper limit for sums invested for periods longer than 364 days constrained to
a total of £3m over a maximum of 3 years.

Consistent with the Authority’s existing investment strategy, there are no
proposals for the Authority to invest sums for periods longer than 364 days.

DECISION REQUIRED
The Committee is requested to:

0] Approve the proposed Capital Programme for 2007/08 and the
method of financing

(i) Note the proposed capital Programme for 2008/09 to 2011/12 and the
method of financing

(i)  Approve the prudential indicators as set out in the report.

BACKGROUND PAPERS
Nil.

REPORT ORIGINATOR

Mr D Ainscough — Deputy Chief Financial Officer, Lancashire Police Authority.
Mr A Brown - Head of Management Accounts, Lancashire Constabulary.
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The Prudential Code Annex ‘A’

Capital Programme Process: Value for Money, Stewardship, Strategic Planning
and Practicality

The Constabulary continues to operate a well-tried approach to capital programming
which is integrated into the five-year planning cycle and is based upon two
overarching strategies, one for Accommodation and one for IS/IT. The strategies for
Accommodation and IS/IT are developed by the Heads of those Departments based
on strategic investments necessary to meet operational demand, national initiatives
and statutory requirements. Consultation takes place with Divisional Commanders
on specific proposals and where requirements are considered to be in excess of
available resources or can be delayed without any detrimental impact on operational
policing objectives they are deferred. This ensures that the strategies that are
developed are achievable within a suitable timeframe, meet operational/national
statutory objectives, and are affordable within the constraints of the financial
resources likely to be available to the Force.

Although under the prudential regime the constraints are no longer imposed by
national government, the Force has continued its approach of seeking to contain
capital bids wherever possible within the levels of resources experienced in previous
years. For example in 2006/7 when the initial programme was originally approved
unsupported borrowing was a requirement of £6.364m. The programme for 2007/8,
if approved, would result in unsupported borrowing of £6.845m. There has been no
“dash for growth” in the way in which the programme has been compiled for the
coming year and future years but where operational requirements are considered
essential the relevant schemes have been included in the draft programme. It is
likely that the scale of the programme for future years will be different from the
existing forward look. However any resultant programme will be based on legitimate
operational reasons for growth. Scheme sponsors are also mindful of the financial
pressures on the authority when considering schemes for inclusion in the
programme

Bids for capital expenditure are submitted to Business Group for formal approval
prior to being included in the 5 year Forecast. Option appraisal takes the form of a
Business Case presentation which will include a robust analysis of alternative
options for service/operational delivery together with the financial consequences of
each option. Once the strategies have been developed and approved by Business
Group, they are reported to Resources Committee and are periodically updated to
reflect changing priorities both from a Force perspective and nationally. The 5 year
Forecast is continually updated as requirements change and the Director of
Resources provides a level of management control over what can be accommodated
within the likely level of resources. In addition once the programme is finalised,
expenditure is only incurred after approval by the Director of Resources. This again
ensures that the schemes proceed provided there is no other priority area that has
come to light after Committee approval to the programme. A recent example of this
approach was the requirement for additional resources for Preston Operating Centre
and CCTV in Custody which were identified during the year and financed from
savings/deferment of other schemes.



The process outlined above continues to position the Authority well in relation to the
principles of the Prudential Code dealing with value-for-money, asset stewardship,
strategic planning and practicality.

Capital Programme Financing: Affordability, Prudence and Sustainability

As well as satisfying the criteria for value-for-money, stewardship, strategic planning
and practicality, the capital programme must also pass the tests of affordability and
prudence. These tests are assessed in relation to a number of “prudential indicators”
which are prescribed in the Code. It is essentially the Authority’s task to satisfy itself
that the financial implications of the proposed programme are acceptable in these
terms as well. The main emphasis of the indicators is to enable the Authority to
assess whether its capital investment plans are affordable, prudent and sustainable.
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Annex C

Debt as % of Fixed Assets as at 31 March 2006 - Shire Police Authorities

(not including Gloucs)

| Average 12.53% |

LPA 10.15%
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Debt as % of Fixed Assets as at March 2005 - Shire Police Authorities

(not including Gloucs)

Average 10.64%

LPA 6.26%
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REVISED PRUDENTIAL INDICATORS

APPENDIX ‘B’

At its meeting on the 6™ February 2007, the Resources Committee agreed to reduce
the 2007/08 capital programme by £1.150m. This has the effect of reducing
unsupported borrowing in 2007/08 by this amount. The change to the capital
programme affects the Treasury Management strategy and associated Prudential
Indicators. The new indicators are shown below.

Total Capital Expenditure

Capital 2005/6 2006/7 2007/8 2008/9 | 2009/10 | 2010/11 | 2011/12
Programme £000 £000 £000 £000 £000 £000 £000
Year Actual | Estimate | Estimate | Estimate | Estimate | Estimate | Estimate
2007/8 14,812 17,162 | 10,540 8,565 5,515 9,665
2006/7 16,010 15,643 11,915 8,450 4,750 4,550
Capital Financing Requirement
Capital 2005/6 | 2006/7 | 2007/8 | 2008/9 | 2009/10
Programme | £000 £000 £000 £000 £000
Year Actual | Estimate | Estimate | Estimate | Estimate
2007/8 20,962 | 22,500 | 28,200 | 31,000 | 33,700
2006/7 21,600 | 27,800 | 31,700 | 33,900
Ratio of Financing Costs to Net Revenue Stream
Capital 2005/6 | 2006/7 | 2007/8 | 2008/9 | 2009/10
Programme | Actual | Estimate | Estimate | Estimate | Estimate
Year
2007/8 0.39% 0.76% 0.97% 1.09%
2006/7 0.14% 0.73% 1.04% 1.21% -

Impact of Capital Investment Decisions on Band D Council Tax

Capital 2007/08 | 2008/09 | 2009/10
Programme £ £ £
Year
2007/8 9.07 2.94 3.45

Ordinarily, it would have been expected that this Indicator would decrease from the
one presented at Resources Committee due to the decrease in the capital
programme. However the Indicator presented at that time was understated due to the

inclusion of incorrect revenue consequences of the capital programme.




Authorised Limit of Debt

2006/07 | 2007/08 | 2008/09 | 2009/10
£000 £000 £000 £000
Borrowing 27,000 33,000 36,000 39,000
Other long term liabilities 1,000 1,000 1,000 1,000
Total (2007/8) 28,000 34,000 378,000 40,000
2006/7 Programme 33,000 37,000 39,000 -
Operational Boundary for External Debt
2006/07 | 2007/08 | 2008/09 | 2009/10
£000 £000 £000 £000
Borrowing 24,400 28,500 31,400 34,100
Other long term liabilities 250 250 250 250
Total (2007/8) 24,650 28,750 31,650 34,350
2006/7 Programme 28,050 32,050 34,150 -

= Upper limits on the authority’s exposure to the effect of changes in interest
rates, both in terms of fixed and variable interest

Upper limit of borrowing in fixed interest 100%
Upper limit of borrowing in variable interest 25%
Upper limit in fixed rate investments 100%
Upper limit in variable rate investments 100%

= Upper and lower limits for the maturity structure of its borrowings:

Upper Limit Lower Limit
Under 12 months 10% 0%
12 months and within 24 months 10% 0%
24 months and within 5 years 30% 0%
5 years and within 10 years 60% 0%
10 years and above 85% 25%

= Upper limit for sums invested for periods longer than 364 days constrained to

a total of £3m over a maximum of 3 years.

Consistent with the Authority’s existing investment strategy, there are no proposals

for the Authority to invest sums for periods longer than 364 days.




ITEM 3
LANCASHIRE POLICE AUTHORITY
14™ FEBRUARY 2007

PART |

REVENUE BUDGET 2007/08
(Appendix ‘A’ refers.)

Issue for Consideration
Approval of the Authority’s Budget and Council Tax for 2007/08.
Information

The Resources Committee, at its meeting on 6™ February, discussed in detail the 2007/08
revenue budget. A copy of the report presented to the Resources Committee is attached at
Appendix ‘A’ and an extract from the unconfirmed Minutes of the Committee’s meeting is
set out below:-

‘The Committee discussed the budget requirement and the various options for the
council tax precept for policing in 2007/08. The Chair of the Authority updated the
Committee on the outcome of the recent lobbying of central government. The Home
Office had appeared to accept Lancashire’s arguments about the force being high
performing despite its historically low council tax base, but had also stated that the
authority should not exceed the likely capping limits.

Councillor Doherty also indicated his firm belief that the Authority needed to assist
the Constabulary in closing the gap in protective services provision which had been
identified through Blueprint 2. He did not take this view lightly, but felt that the
authority had to discharge its statutory responsibility to provide an effective and
efficient policing service to the county. The results of the Authority’s consultation
exercise had also given a clear indication that Lancashire residents were prepared to
pay extra council tax for policing on issues such as major crime and counter
terrorism.

A proposal was then tabled which suggested that the Authority should be
recommended to increase council tax by £10 on a band B property, which equated to
an increase of 11.37%.

The Committee noted that a recent HMIC report would raise the standards expected
of forces in respect of protective services policing and additional investment would
be required to ensure that Lancashire performed adequately against the new
standards.

It was also pointed out that £0.6m of national funding had been withdrawn from the
Authority for 2007/08 and this in itself represented more than a 1% increase in
council tax.

The committee also took account of the difficult financial forecast for 2008/09, which
also supported the case for a higher council tax increase in the next year.

Overall members felt that the current proposal was pitched at the right level : it gave
the Authority a small amount of leeway should the expenditure capping criterion be
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adjusted downwards and the figure of £10 on a Band B property was consistent with
indications given by the citizens panel consultation could be marketed to the public.
The Committee recognised that the proposed increase could result in the Authority
being an ‘outlier’, and so would run the risk of capping, but it was considered that the
Authority had a strong case for exceptional circumstances and the support of
Lancashire residents provided justification for such an increase. Consequently, the
Committee unanimously agreed to recommend to the Police Authority the proposal
which had been tabled.

In addition, the Committee raised some concern regarding the training centre budget
and asked that the Constabulary undertake a strategic review of the training function
with the involvement of County Councillor Roper, Ms P McGirr and Mr D
Edmundson.

67/06 RESOLVED:- That, subject to minor consequential amendments to reflect the
earlier decision taken to reduced the overall size of the capital programme, the
Committee recommend that the Police Authority:

0] notes the initial budget requirement for 2007/08 of £250.386m (an expenditure
increase of 4.5% on a revised base of £239.533m) and the implications of the
five year forecast for the years 2007/08 to 2011/12;

(i) notes the findings of the budget consultation exercise carried out by the
Authority;

(i)  notes and accepts the advice from the Chief Executive on the robustness of
the estimates;

(iv)  accepts the Chief Constable’s proposals to reduce the budget requirement of
£250.386m by £1.049m;

(v) notes the relatively low level of the council tax precept for policing in
Lancashire and the difficulties this causes for the service;

(vi)  bases its proposals on a £10 per annum increase in the current Lancashire
precept for Band B council tax payers, in the light of citizens panel
consultation and the distribution of the council tax base in Lancashire;

(vii)  consequently proposes an increase of £3.308m in the revenue budget to
further improve the policing service to the people of Lancashire, and asks the
Acting Chief Constable to report to the full authority on 14 February on the
application of this sum;

(viii) approve a budget requirement of £252.645m to the Authority (an expenditure
increase of 5.47%) made up of:
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£m
Initial Budget Requirement 250.386
Less: Efficiency savings -1.049
249.337
Plus: Growth for Blueprint 2 +3.308
Budget Requirement 252.645

(ix)  levy a Band D council tax of £125.95, an increase of £12.86 pa or 11.37% on
the current level of £113.09. (This equates to an increase of £10.00 per
annum on the more typical Band B property in Lancashire.)

(x) requests that the Constabulary undertakes a strategic review of training with
the involvement of County Councillor Roper, Ms P McGirr and Mr D
Edmundson.’

The Authority is asked to note that, due to the Resources Committee’s decision to reduce
the size of the Capital Programme, the additional resources available to improve the
policing service for the people of Lancashire will increase from £3.308m to £3.327m.

The Chief Executive will report to the Police Authority meeting any further information which
has become available since the Resources Committee made its recommendation.

It should also be noted that, under the provisions of section 19 of the Police Act 1996, the
Authority cannot take a decision about its precept without a minimum of nine Members of
the Police Authority voting in favour of the decision, five of whom must be Councillor
Members.  Members also need to be aware that, under the provisions of the Local
Government Finance Act 1992, any Member with arrears on their Council Tax are not
permitted to vote on the budget and Council Tax.

Decision Required

The Authority is requested to consider the Resources Committee’s recommendations and
approve a final budget requirement and council tax for 2007/08.

Background Papers
None
Report Originator

Mr S Pickup — Administrative Officer.
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APPENDIX 'A'
LANCASHIRE POLICE AUTHORITY
RESOURCES COMMITTEE
6" FEBRUARY 2007

PART |

REVENUE BUDGET 2007/08
(Annexes ‘A’ to ‘F’ refer)

1.0 ISSUE FOR CONSIDERATION

1.1 Recommendations to be made to the full Authority on 14 February in respect of the
Authority's Budget and Council Tax Precept for 2007/08.

2.0 POLICE GRANT SETTLEMENT 2007/08

2.1 The Authority’s budget is primarily financed by central government grant, to the
tune of some 78% in the current year (2006/07). As reported to the last meeting of
the Committee, the government has been seeking to assist authorities’ longer-term
financial planning by announcing their grant levels at least a year in advance. The
final grant figures for 2007/08 were announced on January 18", and have not
changed from the figures reported to Committee in November, which themselves
were initially announced at the time of the 2006/07 settlement. These are fixed
sums that will not vary further during the year.

2.2 To recap, in 2007/08 Lancashire’s underlying rate of grant increase over the
previous year would be just 2.71%. However the Authority will have protection in
the year from a ‘floor’ which guarantees all police authorities a minimum increase of
at least 3.6%. This floor offers protection to Lancashire of some £1.656m, being the
difference between increases of 2.71% and 3.6%.

2.3 The equivalent cash increase for the Authority for 2007/08 is £6.732m, and the
specific components are set out below.

2006/07 2007/08 Change
£m £m £m %
RSG & NNDR 86.271 90.799 4.528 5.2
Police Grant 100.720 102.924 2.204 2.2
186.991 193.723 6.732 3.6

2.4 In addition to the general grant allocations set out above, the Authority has received
the following notification of specific grant funding:
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2.5

2.6

2.7

3.0
3.1

2006/07 | 2007/08
£m £m

Additional Rule 2:
Rural Policing Fund 0.06 0.06
Special Priority Payments 1.71 1.71
DNA Expansion Programme 1.72 1.72
Others:
Crime Fighting Fund 6.58 6.58
BCU Fund 1.15 1.15
PCSO’s (Rounds 1-3) 1.36 1.40
Neighbourhood Policing Fund Phase 1 1.08 1.11
Neighbourhood Policing Fund Phase 2 1.12 4.58
Neighbourhood Policing Fund Phase 2: 0 0.49
Additional Monies
IPLDP 0.52 0.52
Hi Tech Crime Unit 0.04 0.04
Dedicated Security Posts 3.00 2.86

The majority of these grants have been allocated without increases for the effects
of inflation, and the grant for dedicated security posts has actually reduced by some
£0.148m.

It has been announced since the last meeting that the third tranche of
Neighbourhood Policing funding will not be proceeding due to the Home Office
decision not to proceed with the acceleration of recruitment of PCSO'’s. This means
that the £2.817m that was to be received by Lancashire in 2007/08 will now not be
available but this has a net nil effect on the budget forecast as the funding would
have been met by equivalent expenditure. Instead, Lancashire will receive
additional NPF 2 funding of £0.493m as shown above.

Following discussion at the last committee and in the recent informal seminar,
representations to the Home Office were made by the Chief Executive on 4 January
2007 on the Provisional Settlement and a copy is attached at Annex 'A’.

POLICE EXPENDITURE 2007/08

The Authority’s expenditure budget for 2007/08 starts from a standstill position
reported to the last committee of £247.487m, an increase of 3.3% on the current
year. Since that meeting, the standstill position has been revised slightly to
£247.794m (+3.4%), mainly due to the reduced dedicated security posts grant. A
further £2.592m of growth takes the standstill figure up to an initial budget
requirement of £250.386m (+4.5%). The growth is more than that reported to the
last meeting, due primarily to new requirements for the CONNECT programme on
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contact management, the increased cost of the force medical examiner contract
and a contribution to support the capital programme. Details of the budget are as
set out below.

£m £m
2006/07 Budget 240.262
Less: one-off contribution from balances -0.729
2006/07 Base Budget 239.533
Plus Inflation:
Pay 5.565
Prices 0.910 6.475
Budget Adjustments
Revenue consequences of capital programme 0.256
Increased capital finance charges 0.385
Hurstwood Lease Costs 0.040
Increase in Support Services charge for Oracle
. : 0.064
Financials
Use of Balances — to support 2006/07 budget 0.729
Dedicated Security Posts (Reduced grant funding) 0.148
Insurances (increase contribution to Provision) 0.340
Compensatory grant (cease contribution to provision) -0.300
PNC Increased Charges 0.114
2" Homes Discount 0.010 1.786
Standstill Budget 247.794
New Growth Proposals
Post for LBPA 0.050
Additional Airwave coverage (Nelson / Bamber
_ 0.056
Bridge)
Witness Care Units (Loss of National Funding) 0.191
Fast Track Intervention (Loss of national funding) 0.100
Increase in Major Incident Contingency 0.300
Training Centre 0.100
FME Contract 0.400
CONNECT 0.485
IMPACT 0.500
Revenue Contribution to Capital 0.410
2.592
Revised Budget 250.386

3.2  More detail on the changes from the previous report are set out below:
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Revenue Consequences of the Capital Programme

The revenue consequences of the capital programme have been increased to
reflect the additional running costs of the proposed Capital Programme.

Capital Financing Charges

The capital financing charges have been recalculated based on the revised
Capital Programme put forward for approval.

Dedicated Security Posts

As mentioned above the grant for the dedicated security posts has been
reduced by £0.148m.

PNC - Increased Charges

Notification has been received of increased charges for PNC of 10% from April
2007. This is a significant increase on the inflationary element included in the
estimates.

Training Centre

Provision has been made to meet a range of additional corporate training
requirements.

FME Contract

Additional costs have arisen from the tendering process for the provision of
medical examiner services.

CONNECT

To provide an efficient and effective customer focused service the CONNECT
Programme requires the establishment of a dedicated project team to examine
people, processes, technology, partnership working and performance through
Contact Management and the Response function

IMPACT
The Force’s response to IMPACT and MOPI compliance necessitates significant
investment in a number of areas such as ICT Security; Network Provision

Review, retention and disposal of records and Records Management

Revenue Contribution to Capital

A revenue contribution to capital of £0.410m has been included in order to
minimise the borrowing required to support the capital programme and so
reduce its impact on the revenue budget in future years.
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4.0

4.1

4.2

4.3

4.4

5.0

5.1

5.2

COUNCIL TAX PRECEPT 2007/08

To the extent that the Authority’s budget is not financed by government grant, the
balance of funding must be found from the council tax. At present in Lancashire, the
contribution made by council taxpayers to the total budget is 22%, which is one of
the lowest proportions of any shire police authority (the average proportion met
from council tax is 30%). In principle this is a combination of three factors : the low
absolute level of the Lancashire council tax for policing (£113.09 at Band D
compared with a shire average of £136.30) ; the low value of the council tax base in
Lancashire (40% of properties fall in the lowest A band, and another 20% fall in
Band B) ; and the high needs of the area for policing, which generate a relatively
high contribution from government grant. This produces a high “gearing” factor
which in practice means that increases in Lancashire’s council tax for policing
produce a much smaller contribution to the overall budget than the average. For
example, in the last three years, Lancashire has only managed an average
increase in its overall expenditure on police despite having to levy the highest shire
increase in council tax in the period. If the authority’s council tax had been higher in
absolute terms to start with, this “vicious circle” would have been avoided.

The position for 2007/08 depends on figures for the Lancashire council tax base for
the year, and for surpluses/deficits brought forward from previous years on the
council tax account. These have now been received from district councils. On the
basis of these figures, the revised budget requirement of £250.386m would result in
an increase in Band D council tax of £8.00 (7.1%) from £113.09 to £121.09. The
equivalent figure for a Band B property, which better reflects the average property
in Lancashire, is an increase of £6.22 from £87.96 to £94.18.

For the committee’s guidance, every £1m change in the Authority’s expenditure
roughly results in a 2% change in its council tax (E2 per annum at Band D); and
every 1% change in the council tax (£1.00 per annum at Band D) roughly equates
to around a £0.530m change in expenditure.

The committee now has to make recommendations on the budget and council tax
to the full Authority meeting on 14 February that take account of a number of
factors: the prospects for future years; the scope for savings; the need for additional
growth, particularly in respect of “protective services”; the position on balances;
public opinion in Lancashire; and the government’s control of council tax through

“capping”.
MEDIUM TERM FORECAST

The Constabulary has carried out a five year financial forecast, which attempts to
capture future prospects over the medium term. It indicates that the pressures on
the Authority’s finances are forecast to continue into future years, starting with
2008/09 which is the first year of the new Comprehensive Spending Review.
Details are set out in Annex 'B’.

There are a number of pressures within the medium term financial forecast:
e Indications are that capping limits may be lowered in future years, with capping

at a 3% council tax increase being mentioned. The projections shown in
Annex B assume a 3% council tax increase in each of the forward years
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6.0
6.1

7.0

7.1

7.2

8.0
8.1

e Grant Tapering — This will result in significant exposure, in particular to the
PCSO’s grant. The forecast presently assumes that approximately £1.4m will fall
out in 2008/09 as the PCSO grant moves into general grant funding, but this may
be optimistic as it is hard to track specific grant once it has been absorbed into a
larger figure like this

- Effects of the Capital Programme — The 5 year forecast takes into account the
increased costs associated with the proposed capital programme and makes
assumptions regarding the look of the programme in future years;

» Floor protection — the floor protection offered under the 2007/08 grant settlement
could potentially be removed in future years. As previously mentioned, the floor
offers protection of £1.656m in 2007/08, so the loss of the floor would cause
significant funding issues. The projections do not assume this loss, and so if it
were to occur, the reductions required would be greater by that amount.

EFFICIENCY AND OTHER SAVINGS

The Constabulary has a long track record of achieving efficiency savings over the
years, and this makes it the more difficult to achieve further savings in the future.
Nevertheless a prioritised list of potential reductions in 2007/08 to balance the
council tax increase at 5% (the expected capping limit) is presented at Annex ‘C’
for consideration by the Committee.

BLUEPRINT 2

The committee will recall that the Constabulary have undertaken an extensive
analysis of their capacity in all areas of operation, but particularly in the field of
“protective services” (serious and organised crime, major incidents, vulnerable
people, counter-terrorism etc). The strategy document for Blueprint 2 is attached at
Annex ‘D’. This Blueprint 2 exercise identified an overall resourcing gap of some

£20m, of which protective services accounted for over £7m. The initial budget
requirement set out above would make no contribution to closing any of this gap.

Consequently a substantial review of force-wide operational services has been
undertaken to establish the extent to which the existing budget can be redeployed
to assist. This has identified £2.6 million of posts that can contribute to the £20
million gap, The proposal involves centralising Armed Response and Dogs Officers,
with reduced numbers, and reducing the number of Motorway and divisional
Support Unit officers, a total of around 50 posts capable of being redeployed. This
approach, of course, is not without its own risk, as it involves reducing resources
from an already stretched area (Level 1) to be invested in a high risk area (Level II).

ROBUSTNESS OF THE 2007/08 ESTIMATES

As the statutory finance officer (“Treasurer”) to the Authority, the Chief Executive
must advise on the robustness of the estimates upon which the Authority’s budget
is to be based. At this stage the Chief Executive’s opinion is that the budget
process has taken all practical steps to identify and make appropriate provision for
the commitments to which the Police Authority will be exposed in 2007/08.

There are, however, the following areas of risk in the budget which are worthy of
note:
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9.0

9.1

9.2

9.3

e Airwave

There are potential liabilities here from claims currently pending against the
Constabulary.

e Major incidents

Policing by its nature is exposed to significant unforeseen costs from major
incidents and the number of these has been increasing in recent years. The
budget cannot forecast these by definition, but the Authority must retain
adequate resourcing cover to deal with them when they occur. The proposal
above to make a £0.300m contribution to the major incident reserve will help
minimise this risk but nevertheless the potential call on balances if a major
incident were to occur could be substantial.

The Chief Executive considers that the balance of risk between probability and
scale for those items noted above is manageable within the overall level of general
balances as they currently stand.

BALANCES

It is illegal for the Authority to allow its expenditure to exceed the resources
available to it, and the Chief Executive, as Treasurer of the Authority, has a
statutory duty to report if it appears to him that this is likely to arise. A reasonable
level of balances is needed to provide an overall safety net against unforeseen
circumstances, including levels of inflation (pay awards, etc.) in excess of
contingency provision, and unanticipated expenditure on major incidents or other
“‘demand-led” budgets. Balances also enable the Authority to provide for
expenditure, which was not planned at the time the budget was approved, but
which the Authority now deems necessary. A separate report on the committee’s
agenda provides a more detailed statement of policy on reserves and balances.

Annex ‘E’ lists the various reserves of the authority, the purpose for which they
are held, and the estimated opening and closing balances which reflect planned
additions and withdrawals. At £4.033m, the Chief Executive confirms that to the
best of his knowledge earmarked reserves (i.e. those set aside for specific
contingencies) are adequate for the purposes for which they are provided.

In terms of general reserves, at £5.637m overall balances would be 2.25% of the
revised budget requirement at the beginning of 2007/08 of £250.238m. This is
broadly equivalent to the current recommended level, which in all the
circumstances the Chief Executive continues to believe is appropriate, although it
stands at the lower end of figures for police authorities generally. This would argue
against making any contribution from balances to support the 2007/08 budget. In
any event, such a contribution would only compound the problems to be faced in
financing the budget for 2008/09, as any funding from balances in 2007/08 would
have to be made good in that year. In effect, the Authority would be creating a
“tapered funding” problem of its own in 2008/09 and future years by using balances
in 2007/08.
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10.0

10.1

11.0

111

11.2

11.3

114

CONSULTATION

The latest budget consultation exercise sought to explain the pressures upon the
Authority, its comparative position as against other police authorities, and the Chief
Constable’s professional assessment of the needs of the Force. Respondents
were asked about their attitudes to increases in council tax, in particular to improve
resources for protective services. A consistent message emerged from the
Authority’s citizens panel Opinion!, and its questionnaires on the website and to
PAC members, of a willingness to pay increases in council tax over and above the
levels needed just to stand still. Annex ‘F’ shows the particular outcome from
the citizens panel consultation, which indicates that a clear majority of the panel
were prepared to pay an annual increase of £10 or more in their council tax for
policing.

The consultation exercise also sought views on the prioritisation of the various
elements of Protective Services. This gave a clear indication that the most
important components were seen as major crime and counter-terrorism/extremism.

CAPPING OF LOCAL AUTHORITY BUDGETS

The Authority has to balance the financial needs of the service and the outcome of
consultation on council tax with the clear prospect that the government will cap
increases above what it believes to be an appropriate level. If the Authority were
forced by capping to reduce its council tax demand for 2007/08, the costs of
rebilling have been estimated in the region of £1.0m, although this is still subject to
confirmation by a number of Districts. If the Authority were not “designated” in this
way, but “nominated”, the effect would instead be that its 2008/09 budget would
have to start from a lower base than the actual budget it had set for 2007/08, but it
would not have to rebill.

The government has made it clear that it will apply capping to 2007/08 budgets. In
a recent written statement, the Minister for Local Government, Phil Woolas MP said
“given this substantial investment in local government, there is no excuse for
excessive council tax increases. As in previous years, we are prepared to take
capping action to deal with excessive increases. No authority should be
complacent about the Government’s resolve in this matter — this includes requiring
authorities to rebill if that proves necessary.”

In previous years, the criteria for capping have been two-fold and only where
Authorities have breached both criteria have sanctions been imposed. In 2006/07,
both a 5% Council Tax increase AND a 6% budget increase had to be breached for

capping to apply.

The following table shows a number of funding levels which provide growth for
Blueprint 2 and which would keep the Authority within the 2006/07 capping levels.
There is, however, no guarantee that the cap will be the same for 2007/08. The
government takes a view after all budgets have been set on how to operate the
cap, primarily such that “outliers” with well above average increases are not
permitted to continue with such increases. In this connection, latest intelligence
from other police authorities suggests that very few are intending to break the 5%
indication given already by the government for the limit on council tax increases.
Those that are contemplating such a move are looking at council tax increases in
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the 7% to 8% range, although their expenditure increases are in two cases around

5.4%.
Expenditure Council Tax Increase Blueprint
Increase Band B Band D Growth
% % £ £ £m
5.99 13.72 12.07 15.52 4.544
5.49 11.44 10.06 12.94 3.346
4.99 9.16 8.07 10.38 2.148
4.49 6.89 6.06 7.79 0.951

12.0 DECISION REQUIRED
12.1 The committee is requested to:

() note the budget requirement for 2007/08 and the implications of the five year
forecast for the years 2007/08 to 2011/12;

(I note the findings of the budget consultation exercise carried out by the
Authority;

(I note the advice from the Chief Executive on the appropriate level of balances
and the robustness of the estimates;

(IV) recommend a budget requirement and council tax precept for 2007/08 to the
Police Authority on 14 February 2007.

BACKGROUND PAPERS
2007/08 LPA Budget working papers - November/December 2006.
REPORT ORIGINATOR

Mr D Ainscough — Deputy Chief Financial Officer, Lancashire Police Authority.
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Annex ‘A’

Please ask for Brian Aldred

Telephone (01772) 533699
Fax (01772) 768893
Ms Nikki Hinde E-mail brian.aldred@Ipa.lancscc.gov.uk
Home Office Your ref _
Zone 5/H3 Our ref BGA/DMB/File/FU/ChronF
Eland House Date 4 January 2007
Bressenden Place
London
SWI1E 5DU

Dear Ms Hinde
RE: 2007/08 PROVISIONAL SETTLEMENT CONSULTATION

I am responding to David Burge’s invitation to make representations on the recent
settlement announcements on behalf of Lancashire Police Authority. We have the
following points to make:

1. Overall revenue provision : protective services

Lancashire saw the proposed merger with Cumbria as a potential solution to the
capacity issues surrounding protective services. Government took that solution
off the table by failing to solve the issue of precept harmonisation, but the gap
remains. Careful analysis by the Constabulary over the last few months has
quantified it at £7.2m per annum. Further identified shortfalls of £5.8m pa in
response policing and £4.6m pa in neighbourhood policing add up to an overall
resourcing gap of £17.6m pa, which the Authority and Constabulary are now
jointly trying to bridge.

We accept that it is not realistic to expect central government grant alone to solve
a shortfall of this magnitude. Within the force, the Constabulary are undertaking
intensive scrutiny of their current structures and working practices to make sure
that the most effective possible use is being made of the resources we already



Letter/Ms Nikki Hinde
4™ January 2007

have. Both Authority and Constabulary are also heavily engaged in exploring the
gains that may be achieved from collaborative working with other forces in the
North-West region. These initiatives will certainly help to close the overall gap,
but our belief is that Lancashire is already an organisation approaching maximum
efficiency and this will inevitably limit the scope for further savings of this nature.

Particularly as regards the shortfall in provision for protective services, we feel
that there is also a responsibility on central government to contribute to solving
the problem. At present the combination of our settlement for 2007/08 and a
council tax increase of 5% would hardly allow the policing service in Lancashire
to stand still, let alone expand to close the gap we have identified. Protective
services have a national dimension, and members here believe strongly that
central government ought to be providing a better grant settlement overall in
order to ensure that they are adequately resourced.

. Distribution issues

It is helpful that the settlement retains the allocations published at this time last
year, so providing certainty and stability to Police Authorities. In Lancashire we
are significantly protected by the “floor”, and in the light of the overall pressures
we face (see above), we very much hope that protection continues. Recognising
however that CSR 07 may well bring a new formula to distribute grant in future,
we would ask once again for a review of the role of the area cost adjustment
within the overall distribution arrangements. It is counter-intuitive to distribute
such a significant proportion of the overall settlement by reference to wage
differentials when police pay is subject to national agreement on the current
scale.

. Capital

We are also concerned about the prospects nationally of losing the £75m which
was provisionally allocated for force amalgamations. Capital resources are in
great demand in 2007/08, being required to fund an aging ICT and property
infrastructure, and in Lancashire we have very little access to any sizeable capital
receipts. We would ask that the Government restores this vital funding to Police
Authorities as part of the 2007/08 capital settlement.

Cont'd/..........



Letter/Ms Nikki Hinde
4™ January 2007

4. Specific Grants

It is disappointing that again the majority of specific grants are to be cash frozen.
This represents a real cut in Police Authority resources which in Lancashire will
immediately add approximately 1% to our Council Tax bill. This approach will
become the more damaging if it is applied to funding for Police and Community
Support Officers in future, given the significant growth in specific grant support for
such officers.

Both the Authority and the Constabulary would like an opportunity to put these
points, particularly those related to the funding of protective services, directly to
ministers before the settlement is finalised at the end of this month. To that end, may
| ask that you make contact with my office to make the necessary arrangements.

Yours sincerely

Brian Aldred
CHIEF EXECUTIVE

cc A/CC S Finnigan
Clir M Doherty
CC Roper
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Constabulary Proposals for Budget Reductions Annex 'C'

Proposed budget reductions: £000

Departmental Reductions

ICT 200
Professional Standards 75
Administration 70
Training Centre (energy) 55
VMU 50
Estates 45
HR 30
Finance 15
Legal 15
Employment Law 10
cJs 10
Headquarters Departments 575
Divisions/Departments (energy) 100
Pensions 38
[ll Health retirements 336
Total Reductions 1,049

The Departmental reductions have been agreed between the budget holders, Acting
Deputy Chief Constable and the Director of Resources and cover a range of budgets
within DFM schemes.






|Annex 'D'

Blueprint 2 — Police Authority Briefing Paper

1.1 Introduction

Lancashire Constabulary and Lancashire Police Authority have a proven track
record in delivering the highest quality policing service to the communities of
Lancashire, indeed In June 2006 as the result of a question from Ms Joan
Humble MP the Prime Minister, Mr Tony Blair said ‘| would like to pay tribute
to the Lancashire police force, which is a groundbreaking force that does a
superb job. She is absolutely right that there have been big falls in both car
crime and burglary, and the antisocial behaviour legislation is also of
enormous help here.’

Blueprint 2 has been commissioned to inform both the Constabulary and
Authority of the current and future opportunities and threats in the wake of the
failed amalgamation with Cumbria Constabulary.

The voluntary amalgamation with Cumbria Constabulary was a considered
and practical response to the issues highlighted in HMIC’'s thematic on
protective services ‘Closing the Gap’. This report proposes an alternative way
forward yet is clear that the strategic force option remains as the preferred
and more viable solution. It is the responsibility of the Lancashire
Constabulary and Lancashire Police Authority to urgently explore every option
and Blueprint 2 sets out to inform that objective.

Since the failure of the amalgamation process Acting Chief Constable
Finnigan and the Chair of the Police Authority Mr Malcolm Doherty have
engaged key national stakeholders to discuss the way forward, such as Tony
McNulty - Policing Minister, Sir David Normington — Permanent Secretary at
the Home Office and Moira Wallace — Director General of Crime, Policing and
Counter Terrorism. This is in addition to liaison with other policing and
authority colleagues such as Sir Norman Bettison and Mr Paul Scott-Lee, both
of whom have been commissioned by ACPO to help identify a shared vision
for the future and dialogue with the Association of Police Authorities (APA).
Both the Constabulary and the Authority have sought to heighten the
awareness of critical policing issues such as the ever widening mission and
the resultant increase in demand.

Blueprint 2 seeks to put those issues on record and seeks to identify the
resources and activities required to sustain and build on the excellent
performance delivered since the publication of Blueprint 1 in 2004 and also
act as a catalyst for the Constabulary’s future strategic direction looking
ahead 3-5 years.
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1.2 Lancashire Constabulary — An Organisation Approaching
‘Maximum Efficiency’

A review of key strategic issues over the last 10 years provides clear evidence
that the Constabulary now faces unprecedented pressures, in terms of
demands and resources, due to 4 factors :-

e 10 Years of Meeting Efficiency Targets

The Constabulary has exceeded all efficiency targets set for the last 10 years
and this has generated in excess of £72M of savings without cutting one
single frontline post. In fact, frontline posts have increased; particularly those
resources most visible that we know are valued by communities, operating in
Neighbourhood Policing teams. There are fewer and fewer opportunities to
find cashable savings as a result of this 10 year streamlining process. Indeed
in the last eight years there have been £30M cashable savings made out of a
total of £65M saving. It may be that efficiency work begins to focus on ‘cash-
realisation’ over the next 3 to 5 years and will inevitably bring pressure to bear
on a range of services.

e Proven Track Record of Delivering on Performance Targets

Over the last 10 years the Constabulary’s staff have reduced burglary in
dwellings by 2/3 and vehicle crime by half. Call handling performance is
vastly improved with nearly a 7 million 999 calls answered annually within 10
seconds. Neighbourhood Policing has been delivered 2 years ahead of the
2008 target date, the only force to be graded ‘Excellent’ and there have been
significant successes in terms of the investigation of serious and organised
crime and in the conviction of offenders. Lancashire is considered to be one
of the top three performing forces in the UK.

e Increasing Demands Across a Widening Police Mission

Blueprint 2 catalogues the challenges facing the Police Service in light of
ever-increasing demands at local and global levels and how these are
creating significant pressures. Neighbourhood Policing is generating some of
the highest confidence levels for a decade yet this takes significant resource
and infrastructure to deliver. On the other end of the policing mission there
are new threats, the extent of which is unknown other than to acknowledge
the serious threat they pose. Examples of which are:-

e Counter Terrorism. Over 1000 terrorist arrests have been made in the
UK since 9/11. A case study demonstrates the impact of one such
arrest in Lancashire. 44 officers required simply to carry out the arrest;
this creates huge abstractions from core business such as
Neighbourhood Policing and Response. One recent operation in
LANCASHIRE has cost an additional £1.8M.



e Serious and Organised Crime. Lancashire has a proven track record in
tackling organised crime and the increasing complexity of this type of
criminality requires additional specialist resource. One operation to
arrest 120 offenders from Lancashire suspected of accessing a
paedophile website involved over 17,280 staff hours. There are
considered to be over 6,000 paedophile sites on the internet.

e Major Crime. On average a murder costs £1.5M to investigate. This is
significant yet when major crime involves issues such as immigration
and people trafficking this cost increases exponentially. The relaxation
of European border controls has inevitably led to more complex and
prolonged investigations and the true extent of human trafficking is
often only uncovered as a result of a major crime investigation.

Meeting these demands requires professional risk-management and the
Constabulary’s commitment to avoid withdrawing resources from highly visible
frontline posts will be severely tested over the next 3-5 years.

e Deteriorating Financial Outlook

Lancashire receives one of the lowest council tax precept contributions of any
UK police force; this contributes 22% to the overall funding allocation.
Capping regimes have limited the opportunity to resolve this position for
several years and we remain ‘high performing and excellent value for money’.
The Home Office Grant is unlikely to be increased with signs that the CSR07
will cause the service as a whole to make very difficult choices. The reality is
that for 07/08 it is likely the grant will not even sustain a standstill position.
The 08/09 funding outlook is even bleaker with Government and Home Office
priorities focusing on immigration and prisons. Given the backdrop of 10
years efficiency savings then any reallocation of resource from one area of
activity to another, aimed at meeting increased demands, will inevitably have
a ‘knock-on’ effect elsewhere. Something will have to give unless additional
funding can be found to add growth to Lancashire Constabulary to meet
current and future threats.



1.3 Considering Different Options

Blueprint 2 will present the 'total resourcing gap' in some detail and also seek
to reassure stakeholders that the Constabulary is determined to explore every
opportunity to meet the challenges of it's wider mission by :-

e Capitalising on opportunities to share services through National,
Regional and Bi- Lateral collaboration.

To reshape the Constabulary, in order to free up resources to be invested in
Protective Services, whilst trying to minimise any adverse impact in other
parts of our business i.e. Neighbourhood Policing or Response Policing, the
Constabulary would similarly hope to protect other priorities e.g. quality of
service and diversity.

This will be taken forward by 4 pieces of work:
e Blueprint 2
* Review of Divisional Structures
e Review of Headquarters

e Ensuring Best Service Group, examining:

Demand profiles including shift systems
Deployment policies

Supervision and productivity
Abstraction policies

Lancashire connect programme

Efficiencies Will Not Be Enough

It must be stressed that the work detailed above will not solve the problem
facing the Constabulary over the next 3 to 5 years. In fact it may simply
transfer pressure from one part of the organisation to another. Two other
options will have to be considered to fund the resourcing gap:

e The Police Authority to consider increasing the Council Tax Precept; an
increase of 1% equates to £500k.

 The Home Office to increase the Police Grant which makes up 78% of
the Lancashire policing budget.



1.4 Identifying the Resourcing Impact of Level 2 and Level 1
Crime

Throughout Blueprint 2 there is evidence of the excellent performance that the
Lancashire Constabulary has achieved over recent years however, this has
come at a cost. The section ‘High Performing but Increasingly Stretched’
(HMIC Baseline Assessment 2003) describes an organisation that has strived
to make the very best of every resource it has available. It is true that
Lancashire Constabulary has been extremely successful in this, however, the
emergence of new threats and the increase in demand brought about by a
widening police mission will put severe strain on an organisation already
considered as stretched.

Lancashire Constabulary or indeed the Police Service as a whole is not the
only organisation feeling the pinch, MI5 has increased in size by nearly 50%
since 9/11 and now stands at roughly 2,800 staff. However, according to
Dame Eliza Manning-Buller, the Head of MI5, the concern is that even with
this rapid growth MI5 will not be able to investigate anywhere near enough of
the activity that is currently under way in the UK. She said hard choices
would have to be made about resources (MI5 Briefing 10" November 2006).

The Blueprint 2 document contains a number of case studies that explore the
impact on resources of this ever widening mission and makes the case that
performance cannot be sustained unless additional resources are found to
provide adequate resilience between policing services such as Response,
Neighbourhood Policing and Protective Services.

What Will Success Look Like?

Lancashire Constabulary has achieved excellence in many of the areas where
Blueprint 2 will identify a growth requirement. Within this document and in the
section above there is significant evidence to suggest that this has stretched
resources considerably over the last three years. Blueprint 2 proposes growth
not only in order to sustain excellence but also to meet the challenges ahead.
It is clear that we would want to sustain the Constabulary’s ability to deliver
excellent performance and success will therefore be defined as:

e Sustaining excellent performance with enhanced quality (Increased
Resilience in Response Policing).

e Sustaining excellence in Neighbourhood Policing.

e Improving resilience in Protective Services.



1.5 Blueprint 2 Approach - Understanding the Widening
Mission

The following schematic shows the process that was adopted to identify
current and future threats along with capability and capacity issues. Detailed
analysis of this process can be found in chapter 3 ‘The Changing Context of
Policing in Lancashire’.
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_| NIM Level 2 Strategic Level 2 Threat L
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The Constabulary’s approach is based upon the following assumptions:-

e The proposal put forward is a considered professional view of the

resources necessary to meet the Protective Services challenge.

e Blueprint 1 successfully established the Constabulary’s

resourcing gap’ and much of this is still relevant today and will be

refreshed and carried forward into Blueprint 2.

e The assessment of Lancashire’s Protective Services gap is grounded
in sound intelligence and adopts a risk-based approach, specific to the

policing context.

e |t is incumbent upon the Constabulary to demonstrate it is doing
everything possible within its current resource allocation to meet

today’s demands.

e The aim is to provide effective Protective Services without
compromising the Constabulary’s 3 ‘mission critical’ objectives of

Neighbourhood Policing, Quality and Diversity.

Protective
Services

Neighbourhood
Policing

e The level of Protective Services will meet the requirements set out by
HMIC and anticipate future assessments in areas of national and local

vulnerability.

* In many of these growth areas little additional physical infrastructure
will be required. For example, it will become clear that much of the

refreshed uniform requirement focuses on existing gaps.



e Costings have been calculated to include any on costs such as training
and equipment required, along with the additional one off costs such as
initial training.

This report contains a significant amount of detail, all of which is required to
justify the significant additionality proposed, particularly in relation to the less
visible protective services.



1.6 Understanding the ‘Mix’ of Resources 3 years on

The graph below depicts how operational resources are configured as at
October 2006 and how Blueprint 2 would alter this mix. It demonstrates how
in a changing environment the mix of resources needs to change in favour of
additional investment in Protective Services. The figures used do not amount
to the full number of staff within the Constabulary i.e. it does not include staff
who perform HQ functions, however it seeks to highlight how Blueprint 2
would change the mix of resources whilst identifying growth in Response,
Neighbourhood Policing and Protective Services. This can be evidenced by
the increase in staff numbers required for each area with Protective Services
requiring 185 staff (21.7%) whilst Response requires 138 staff (7.4%) and
Neighbourhood Policing 119 staff (12.4%).

2500

2000

1500

1000

500

138 (7.4%)
Staff Growth

227

254 /ﬁ
+12% 119 (12.4%)

Staff Growth
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the pre-planned
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-
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Response 06 Response Post NHP 06 NHP Post Blueprint2 Prot Serv 06 Prot Services Post

Blueprint2 Blueprint2

|E| Pre-Planned PCSO Growth OPolice Staff B Constables O Sergeants |

(Figures exclude Police Officers above the rank of Sergeant and do not take
into account the 11 Inspectors required in Blueprint 2. They exclude the 235
additional PCSO’s which have already been agreed prior to Blueprint 2 as
part of the Neighbourhood Policing Initiative).




1.7 Summary of Key Issues

Travelling Criminality: There is a real potential for increased demand
emanating from transport network developments in terms of travelling
criminality. This may be in the guise of level 1 criminals (e.g. alcohol-related
violence via tourism) or level 2 criminals (e.g. via airport entry).

Confidence Building: The deliberate drive to encourage victims of hate
crime to report incidents to the police will inevitably present increased
demands on frontline resources and has rightly raised expectations. In
addition to this, the estimate of increased migration from European states is
inevitably creating additional demands.

Increased Calls for Service: Calls for service have increased and so has the
consumer demand for a customer-focused service on a par with the
commercial sector. Lancashire Constabulary now handles over 1.5 million
non-emergency calls and nearly 150,000 999 calls every year. A significant
investment into continuous improvement will be required over the next 2 years
to reduce performance volatility, maximise frontline resources and enhance
quality. The 2005 HMIC First Contact Thematic Inspection of Police Contact
Management states ‘Research reveals that customer expectations are
increasing significantly. The public do not make regular contact with different
police forces, as they do with numerous commercial contact centres, and it is
likely that their expectations of the public service are benchmarked against
those commercial experiences. The service is being assessed in the same
critical light as every other customer-facing organisation’.

Prevention at Level 1 assists Level 2: Homicide Prevention through the
Domestic Violence Strategy serves as an excellent example of how level 1
activity supports level 2 demands. Positive action requires time and effort and
this is core business to 24/7 frontline staff.

‘The Widening Mission — Localism to Globalism’: Neighbourhood Policing
has demonstrated the benefits of addressing community priorities at street
level and the Constabulary realises that these priorities are often focused on
Anti-Social Behaviour and ‘signal’ crimes. Tackling these issues requires
significant level 1 activity and a partnership approach, all of which is proving
to be challenging for the Police Service generally when faced with the
complexities of level 2 crime at the other end of the policing spectrum.
Tackling increased demands across this wider mission is the challenge of this
report.

It is known from OPINION surveys that responding quickly and professionally
to calls is the main factor influencing confidence in the Constabulary.
‘Protection from Terrorism’ is sometimes a contributing factor, however this is
often considered more of a national problem than one to be funded locally.
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The Starting Point: The most recent HMIC assessment of Lancashire’s
Protective Services is consistent with the national picture; Lancashire (like
every other police force in the Country) is in need of improvement in the area
of protecting vulnerable people.

This is a priority area for G Division to address and will be highlighted as such
in the area of public protection and vulnerable people: -

e Protecting vulnerable children from sexual exploitation and
violence

e Protecting child and adult victims of domestic violence

e Monitoring and targeting ‘High Risk Offenders’, a term used to
describe, dangerous offenders, violent offenders and other
dangerous people.

Learning To Say ‘No’: ACPO acknowledges that the considerable pressure
that statute, doctrine and guidance have placed upon the service has been
challenging. A review of the guidance Lancashire Constabulary could have
said ‘no’ to in recent times has revealed that they have never done so. The
Constabulary has worked hard to gain a reputation as an innovative and
ambitious organisation and have done their best to deliver on the standards
expected of them. The Constabulary’s objective is to adopt a business
benefits style approach to such commitments based upon informed risk
assessments, making pragmatic strategic decisions from a well-informed
position as a result.

Efficiencies Will Not Close The Level 2 Gap: In July 2006 the Policing
Minister Tony McNulty wrote to Chief Constables and Police Authority Chairs.
In his letter he said ‘Greater efficiency is the key to generating the funds for
additional Protective Services and achieving the benefits of mergers in other
ways’. Over the last 10 years the Constabulary has met all its efficiency
targets without cutting frontline posts. This continued pressure combined
with the track record of excellent performance across the board and one of
the lowest council tax precept contributions in the UK, has resulted in an
organisation ‘approaching maximum efficiency’. Despite a willingness to look
at all options, what is clear both as a result of Blueprint 2 and regional/national
developments is that efficiencies alone will not provide the savings necessary
to invest in adequate and effective Protective Services.

11



Police Community Support Officers — Allowing Greater Flexibility in the
Workforce Mix: The recruitment of an additional 235 Police Community
Support Officers up to March 2007 will allow for more efficient use of
Community Beat Manager and Response Officer time, the total number of
PCSO’s reaching 417. The Constabulary are looking at new ways of
deploying PCSO’s to support 24hr response teams and link them to
Neighbourhood Policing Priorities.

Productivity: There is a wide range of activity focused on getting ‘more from
the same’ or from maximising the opportunities in areas such as ICT. This
commitment demonstrates strong, adaptable leadership and reflects the
Constabulary’s problem-solving style. This must continue to assist in meeting
the challenges we face over the next 3 to 5 years.

A Changing Environment In Relation to Local Authority Funding: The
Lyons report, on local authority funding, is not due to be released until Spring
2007 however there has been much speculation about its recommendations.
Although the Government have not responded to speculation that one of the
recommendations will be to allow local authorities to generate income free
from a capping regime, there have been signals indicating a willingness to
consider such a proposition. Gordon Brown in his speech to the Labour Party
Conference said ‘It is right that local councils, not Whitehall, should have more
power over the things that matter to their community and from economic
regeneration to public transport, the empowerment and strengthening of local
councils and local communities is what we must now do.” There have also
been other indications of a changing environment in recent discussions about
allowing local authorities to charge up to £200 a year to manage household
waste. This is an extra tax on households and puts into perspective any
increases that the Constabulary might require to invest in Protective Services.
During the amalgamation process the Police Authority was denied the
opportunity to charge an extra £12 over 3 years.

Finding Alternatives to Meet the Increasing Demand on Response: The
assessment of the gap in response has deliberately carried forward the
shortfall from Blueprint 1. No further growth has been identified despite
Response being the first area to bear the pressure whenever demand
increases, either through challenging performance targets or serious incidents
requiring protective services, many of which take resources from the frontline
e.g. a counter terrorist arrest operation. The Constabulary is determined to
fully exploit every opportunity to maximise response effectiveness through
workforce modernisation and command and control approaches etc.
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Moving Towards Neighbourhood Management: It is appropriate to capture
the shortfall that still exists within the core business area of Neighbourhood
Policing. Although Lancashire is the only force in the Country to be graded
‘excellent’ in Neighbourhood Policing and has delivered this 2 years ahead of
the 2008 commitment, this report provides evidence that we still fall short of
the resources needed to meet the increasing expectations and demands of
our communities. The move towards Neighbourhood Management will place
many additional demands on staff delivering in this area. The vulnerability
that exists should not be underestimated with many Chief Constables forced
to look at this area as a possible source of Police Officers to divert into
Protective Services. Neighbourhood Policing must be protected from this
abstraction to ensure sustainability.
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1.8 Recommendations Summary

A detailed analysis of areas for growth including a breakdown of staff
numbers, ranks, grades and departments has been undertaken.

Gap Analysis Summary

e Gap analysis in relation to Response shows that it would require
substantially more officers to keep pace with increasing demands than
is requested under Blueprint 2. However, the additional numbers have
been lowered by an expectation that workforce modernisation along
with freedoms and flexibilities around the use of PCSO’s will deliver
efficiencies. The reduction in the number of additional PCSQO’s to be
recruited (235 compared to 448) will have implications here, however,
the extent of this will not be known until the result of work
commissioned by the Futures Group is finalised.

e Gap analysis in relation to Neighbourhood Policing has been informed
by guidelines brought about as part of the National Implementation
Programme and would sustain Lancashire’s excellent grading.

e Gap analysis in relation to Protective Services has been informed by
the Constabulary Strategic Assessment Oct 2006 and the widening
national and local policing mission.

To make reading easier and provide greater clarity figures have been rounded
up in this section. The figures do not include the growth of 235 PCSQO’s which
have been agreed outside of Blueprint 2.

The recommended areas for growth after considering current and future risks,
demands and threats against capability and capacity are:

Policing Area Cost
Response £5.8M
Neighbourhood Policing £4.6M
Protective Services £7.2M
Total £17.6M
One-off cost £3.1M
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In Relation to Posts

The tables above do not take account of additionality already approved such
as the recruitment of 235 additional PCSO’s which helps to explain the
additional supervising roles required as part of Blueprint 2.

The cost of Blueprint 2, were it to be delivered in full, amounts to a 7.3%
increase in the current Lancashire Policing budget of £240M, made up of
Police Grant (£187M) 78% and Council Tax Precept (£53M) 22%, taking it to
£257.6M.

If Blueprint 2 were to be delivered in full, including the 235 PCSO’s, it would

create an establishment of 3,965 Police Officers and 2,353 Police Staff,
equating to 6,318 staff overall.
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1.9 Sequencing of Investment and Return at Level 1

The following sequencing has been based on prioritising those areas that
pose the most risk according to current capacity/capability vs. demand and
threat. It is recommended that any agreed growth in resources be sequenced
over 3 years. The sequencing acknowledges that the recruitment of
Protective Service Detectives delivers a ‘Double Dividend’ in that, not only
do they increase capacity and capability in Protective Services; they also
reduce the abstraction rates from Level 1 Response Policing. It is for this
reason that the first priority is to invest any additional funds in Protective
Services.

Period Investment | Priority Service Priority Areas
Year 1 £6.2M Protective Services Protecting Vulnerable
People / Counter
Terrorism / Confidential
Unit / Serious Crime
Resilience.
One-off cost £1.3M
Year 2 £6.2M Response/ Response Officers /
Neighbourhood Community Beat
Policing Managers
One-off cost £1.3M
Year 3 £5.2M Neighbourhood Response Officers /
Policing Protective Service
/IResponse/Protective | analysts /
Services Neighbourhood
Administrators.
One-off cost £0.5M
Total 3yr | £20.7M
spend
Total £17.6M
Recurring
cost

The Constabulary, as detailed earlier will be considering different options to
deliver Blueprint 2, which include internal efficiencies and savings to be made
through collaboration and shared services. Protective Services is clearly the
priority area as it poses the greatest risk and yet also delivers the ‘Double
Dividend’ by reducing the number of abstractions from Response Services.
If Blueprint 2 were not to be fully realised, other areas would only be funded
secondary to Protective Services.
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1.10 Further Considerations and Interdependencies

Further Considerations

Further work between SOCU and BCU'’s to develop links between level
1 and level 2 targeting.

A strengthening of the business benefits approach to standards
doctrine and guidance in the future.

Continue to exploit any bi-lateral collaboration opportunities.
Blueprint 2 to be a live document which sits behind the NIM Strategic
Assessment and Organisational Strategic Assessment as a reference

document to be refreshed at regular intervals.

A review of the ambition and the Constabulary’s mission statement
over the next twelve months to be considered by Chief Officers.

A detailed training needs analysis should be conducted at the earliest
opportunity.

Interdependencies

Review of Divisional Structures
Review of Headquarters

Ensuring Best Service Group, examining:

Demand profiles including shift systems
Deployment policies

Supervision and productivity
Abstraction policies

Lancashire connect programme

Ongoing development regarding the ‘Future of Policing’ headed by Mr
Paul Scott-Lee (ACPO).

National, regional and bi-lateral shared service initiatives.
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Glosssary

BCU -Basic Command Unit/Police Division

CDRP - Crime and Disorder Reduction Partnership
HMIC — Her Majesty’s Inspectorate of Constabulary
NHP — Neighbourhood Policing

NIM — national intelligence model

SOCA — Serious and Organised Crime Agency
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ANALYSIS OF RESERVES & PROVISIONS

EARMARKED RESERVES
Drugs Forfeiture

Pensions Reserves
Clothing Reserves

VMU reserves

Insurance Reserves
Authority IT Replacement
Helicopter Reserve
Amalgamation Reserve
POCA Equalisation Reserve
Capital Funding

Total Earmarked Reserves

GENERAL RESERVES
DFM

General Fund

Total General Reserves

PROVISIONS
Insurances
Compensatory Grant

ANNEX

iEl

ACTUAL CHANGE ESTIMATE CHANGE ESTIMATE

AT 31/3/06 IN 2006/07 AT 31/3/07 IN 2007/08 AT 31/3/08
£000 £000 £000 £000 £000

67 67 67

500 -500 0 0

348 215 563 100 663

42 -17 25 -10 15

630 -320 310 -310 0

33 -2 31 31

75 -75 0 0

5,266 -5,266 0 0

0 200 200 200

1,764 1,073 2,837 -2,758 79

8,725 -4,692 4,033 -2,978 1,055

2,341 -1,477 864 864

5,778 -1,005 4,773 4,773

8,119 -2,482 5,637 0 5,637

2,261 2,261 2,261

900 300 1,200 1,200

3,161 300 3,461 0 3,461




Annex F

Lancashire Citizens’ Panel views on Council
Tax Increases on 2007/08
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ITEM 4
LANCASHIRE POLICE AUTHORITY
14™ FEBRUARY 2007

PART |

MEMBERSHIP OF THE AUTHORITY AND ITS COMMITTEES

Issue for Consideration
Several issues regarding the Membership of the Authority and its Committees.
Information

Independent Member Appointments

As Members will no doubt be aware, the terms of office of three of the Authority’s
Independent Members are due to expire on the 31 March 2007. A recruitment process
has been underway, and the Independent Member Selection Panel submitted a longlist of
twelve applicants for the Home Secretary’s consideration at the beginning of January 2007.

Further to this, on the 17" January 2007, the Chief Executive received formal notification
from Ms D Flynn of her resignation from the Authority with immediate effect. This
resignation results in a further Independent Member vacancy on the Authority. In the
circumstances, the Selection Panel has requested that the Home Secretary allows the
Authority to recruit four Members in this round, instead of just the three scheduled
appointments. The Home Office have agreed to put this proposal forward as a
recommendation to the Home Secretary.

The Police Authority (Selection Panel) Regulations specify that the number of persons
nominated by the Selection Panel should normally be a number four times greater than the
number of appointments to be made. Following notification of Ms Flynn’s resignation, the
Selection Panel have agreed to submit the next four highest scoring candidates for the
Home Secretary’s consideration, thus fulfilling the requirements of the Regulations.

The Chief Executive’s office is currently awaiting notification of the Home Secretary’s
shortlist and it is expected that this will be received sometime in February.

Once this shortlist is received, the Councillor and Magistrate Members of the Authority will
be required to conduct interviews, prior to making the final appointments. Joint APA/Home
Office guidance strongly recommends that final interviews should be conducted by a small
panel of 5 to 7 Councillor and Lay Justice Members.

In the last round of appointments, the Authority agreed to constitute a Panel as follows:-
5 Councillor Members:
- 3 Labour
- 1 Conservative
- 1 Liberal Democrat
2 Lay Justice Members
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To avoid unnecessary delays in confirming the appointments of new Members, the
Authority also previously agreed that power to make the final appointments should be
delegated to this Panel.

It is proposed that the Authority should follow the same procedure for the current
appointment round by constituting a Panel in the same manner and delegating power to
confirm appointments to the Panel. Should the Authority agree to adopt this approach,
nominations will also be sought at the meeting for Members to sit on this Panel.

Councillor Member Appointments

The term of office of County Councillor Whipp is also due to expire on the 31%' March 2007.
The Chief Executive has recently written to the Liberal Democrat Group at the County
Council asking them to consider a nomination for appointment.

Once this nomination has been approved by the County Council, the Authority’s Joint
Committee of Relevant Councils will be required to meet to consider the County Council’s
recommendation. It is proposed that the Joint Committee meeting should be held prior to
full Police Authority on the 21 March 2007, at 09:45am.

Appointment of a Lay Member on Audit & Standards Committee

The term of office of Mr S Clarke, one of the two Independent Lay Members serving on the
Audit & Standards Committee, is due to expire on the 31%' March 2007.

A Selection Panel was established to oversee the process of appointing a new Lay Member
and this consisted of Miss Afzal and Mr Winthrop. The Selection Panel recently met to
interview five candidates for the post and has recommended the appointment of Mr
Douglas Soper.

Mr Soper is a CIPFA qualified accountant who has served at senior levels of management
in the health service and elsewhere, and has recently retired from his post as Chief
Executive of Wyre Primary Care Trust.

The Relevant Authorities (Standards Committee) Regulations 2001 set out that the
appointment of an Independent Member to a Standards Committee must be approved by a
majority of Members of the Authority. The Authority is therefore requested to approve the
appointment of Mr Douglas Soper, for a four year term of office commencing on 1% April
2007.

Decision Required

The Authority is asked to:-

1 Note the formal resignation of Ms D Flynn from the Authority with effect from 17
January 2007.

2 Approve the constitution of a Panel to conduct the final interviews for the
Independent Member appointments and to agree the nominations of Members to this
Panel.

3 Agree that the above Panel be given delegated power to confirm the Independent

Member appointments.
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4 Note that a Joint Committee of Relevant Councils will be convened at 09:45am on
21° March 2007 to consider the appointment of a Liberal Democrat County
Councillor to the Authority.

5 Approve the appointment of Mr Douglas Soper as an Independent Lay Member on
Audit & Standards Committee, for a four year term of office, commencing on 1% April
2007, subject to satisfactory vetting clearance.

Background Papers

None.

Report Originator

Mr S Pickup — Administrator, Chief Executive’s Office.
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2. MEMBERSHIP, TERMS OF REFERENCE AND PROCEDURES FOR MEETINGS
OF THE FORUM

The Membership, Terms of Reference and Procedures for the meetings were
submitted for review by the Forum.

It was reported that the T&G Union representative, Richard Allan, had notified the
Secretary that he had resigned. It was understood that there were no nominated
stewards within the Constabulary at the present time. Views of the staff side were
sought on seeking a replacement.

Maureen Le Marinel said that UNISON was happy to represent and negotiate on
behalf of all Members of the Constabulary including T&G Members, not just UNISON
members; however, it would be for the T&G to nominate a local steward from the
Constabulary, if possible. In addition, Maureen mentioned that there might be
occasion when there was a particular item on the Agenda where it might be
appropriate for UNISON to bring in outside expertise, for example from a regional
UNISON office, in addition to the local Constabulary representatives.

On behalf of the Federation Steve Edwards, whilst having no strong views, did
express concern about the confidentiality of some matters if a non-Constabulary
representative was nominated to represent T&G members at the Forum.

It was agreed that the Secretary should write to the T&G Branch Office advising
them of the situation and asking them to seek representation on the Forum from
among their Constabulary T&G Union Members.

Action: B Aldred to write to T&G.

3. LANCASHIRE POLICE AUTHORITY BUDGET FOR 2007/08

The Forum was presented with the Revenue Budget Report from the Resources
Committee on the 28™ November 2006, together with the corresponding Minute and
a briefing note which had been prepared by the Authority and Constabulary to lobby
Lancashire MPs in December.

Brian Aldred reported that with the grant settlement currently anticipated, the
Authority could expect to be in a position to set a standstill budget, but this would
mean that there would be insufficient finance to make a contribution to closing the
close the gap in relation to protective services. Additional money would be needed
to develop this aspect of policing. The Chair and Chief Executive of the Authority
had seen Treasury officials earlier in the day and had highlighted the problems
facing the Authority in terms of funding growth for protective services. Further
meetings were due to be held with Home Office representatives and Lancashire’s
local authority Chief Executives in the near future. The recent Opinion survey on the
budget had shown that most respondents were willing to support a 7.5% increase in
the Police Council Tax next year, with most respondents supporting a larger
increase.
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The Chair reported that there had been a number of opportunities to brief MPs both
at the recent lobby and on an individual basis. The Authority representatives had
made it clear to MPs that the Authority was not prepared to stand by and do nothing
about the protective services gap and it would give serious consideration to providing
additional funding, if necessary through local taxes. The indications were that MPs
understood the situation and supported the Authority’s approach.

Steve Edwards indicated that the Federation supported growth items in the budget
for additional Airwave coverage and the continuation of the Fast Track Medical
Scheme. He also flagged up concerns in relation to continuation of PCSO funding in
2008/09 and beyond. County Councillor Roper acknowledged the need to secure
adequate funding for Airwave. The concerns about PSCO funding were similarly
acknowledged by Authority representatives.

Irene Curtis thanked the Authority for its support on the protective services issues.
She referred to the discussion held at the previous meeting, about opportunities to
reinforce to national representatives Lancashire’s position on the outcome of the
Forces’ restructuring process, and she provided examples of opportunities taken at
recent national meetings to do this. Maureen Le Marinel also provided further
examples from the National Police Staff Conference held in November.

4. LOCAL GOVERNMENT PENSION SCHEME

County Councillor Roper declared a personal non-prejudicial interest in this item
arising from his membership of the Lancashire County Pension Fund Committee.

A copy of the letter from the Chair of the Authority to the Local Government
Association concerning proposed changes to the local government pension scheme
and the implications for police staff, had been circulated with the Agenda papers for
the meeting. Mike Beeston thanked the Authority for this, and explained that
UNISON was looking for parity with other Pension Fund members in seeking full
protection for existing members when national changes that had now been
announced into the operation of the pension fund were introduced.

5. POLICE AND POLICE STAFF PAY REVIEW

Details of the terms of reference for the review to be undertaken in 2007 into Police
and Police Staff pay were presented. There was no other information available at
this stage. Further reports would be brought as the review progressed.

6. QUALITY COUNTS

At the last meeting staff side representatives had been invited to present views on
behalf of their network/organisation on the implementation of the Quality Counts
initiative. Representatives had sought views from their members and the following
points were presented:-

. Federation members had received the initiative well, although Officers were
experiencing difficulties in putting the features into practice in an operational
environment due to time constraints. Some members had felt that the training
could have been covered in half a day rather than a full day and combined
with additional briefing on other recent significant changes, for example,
power of arrest.
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. On behalf of the Superintendents’ Association, Irene supported the point
about the length of the training. Officers felt that there were a number of
important issues on which they needed to keep up-to-date, and there was a
balance to strike for the Constabulary between providing briefing/training and
requiring Officers to self-brief. However, the training itself had engendered a
very positive response from Officers.

. Irene also reinforced the point made by Steve in relation to implementation.
The Quality Counts initiative was about changing culture, doing things
differently and it was important for middle management to allow time for
Sergeants and Constables to focus on the quality of policing and not just the
volume of crime. Quality was much more difficult than quantity to measure
and there also needed to be a change in the way performance was monitored
and measured.

. On behalf of members of the Disability Network, Andy Cameron reflected
views that the current performance culture in meeting Government
requirements left Officers feeling that they were concentrating on the
paperwork and recording crimes ethically and that the public’'s needs were
sometimes given secondary consideration. Steve Edwards said that Officers
had expressed frustration at the tensions which sometimes occurred in
providing support to the public in operational policing eg. in officers wanting to
provide follow up support to victims but being unable to do so because of the
need to attend other more pressing deployments. Irene provided a recent
example of two follow-up visits made by Officers to an elderly victim in
Southern Division, which had made a significant impression and had had a
hugely beneficial impact on the victim.

. It was suggested that it was perhaps time for some relaxation in relation to
operational targets and further focus on improving satisfaction; it was
acknowledged that the lead needed to come from the Government in terms of
the national performance indicators. Brian Aldred mentioned that the
discussions with Treasury representatives held that morning had touched
upon this point and it had been acknowledged that the national focus on
performance monitoring needed to move away from numbers alone. In this
context, the Treasury representatives had been interested to hear about
Lancashire’s work in relation to satisfaction surveys.

7. LANCASHIRE CONSTABULARY DIVERSITY STRATEGY

As requested at the last meeting, staff side representatives presented views on
behalf of their network/organisation on the implementation of the Diversity Strategy:

. The general view was that the focus of the organisation in relation to equality
issues was now much more balanced as a result of the diversity strategy,
concentrating on all six strands and not just race.

. On behalf of the Lancashire Black Police Association, Mebs Ahmed
welcomed the wider considerations that the Diversity Strategy brought. He
expressed gratitude for the work the members of the Constabulary Diversity
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Unit had done in widening the reach of Diversity considerations further into
operational areas of policing.

. Steve Edwards indicated that he had received lots of positive feedback from
Federation members.

. Andy Cameron reflected some concerns from members of the Disability
Network:

o Firstly, a lack of understanding at team leader level about disabilities
and the need for them to be briefed when a member of their team had
a medical condition that impacted upon his/her performance.

o Secondly, there was a perception that having a disability/medical
condition could limit career opportunities for Officers and staff.

o Thirdly, there was a concern that line managers should be working
more closely with staff who might be considered to be underachieving
and who have a disability or medical condition, to address the
performance issue rather than waiting for the person’s sickness to
become the main issue, thus making it easier to utilise efficiency
regulations for sickness rather than performance. A failure to address
performance in a proper way could lead to increased sickness. Ashley
Judd confirmed that, in relation to ill-health retirements, the
Constabulary’s approach was always to support people and to keep
them working wherever possible and to retire officers/staff on ill-health
grounds only as a last resort. Toolkits were being developed to assist
Managers and the Disability Network was being consulted on the
toolkits.

. Irene welcomed the support given by the Constabulary over the last 12
months for the Women’s Network. Tremendous progress had been made
over the last 12 months, with organised events now attracting in the region of
150 to 180 representatives.

. Geoff Roper enquired about the latest position on two-piece protective
overalls for female Police Officers. Irene explained that some progress had
been made although there were still difficulties with the new two-piece suit,
not all of which had been resolved satisfactorily. Some of these issues
related to health and safety considerations for women in public order
situations.

8. DATE OF NEXT MEETING

It was AGREED that meetings be arranged for the remainder of 2007 on a quarterly
basis.

Action: L Heath to arrange meetings.

9. ANY OTHER BUSINESS

5.1 BME Research Project
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Christine Durber provided a brief overview of the joint Authority/Constabulary
research project on recruitment, retention and progression of black and
minority ethnic (BME) Police Officers and Police Staff in Lancashire
Constabulary. The project aimed to:-

o] Examine how the Constabulary could engage a workforce that mirrors
the local ethnic profile and recruit and retain staff from diverse
communities.

o] Identify any barriers that hindered entry into the profession.

o] Identify factors that supported entry into and progression in the
profession.

The research was being undertaken by a specialist research consultancy,
MEL Research & Service Development and involved:

o] An internal survey of BME and non-BME police officers and police
staff, followed up by in-depth face to face interviews.

o] On-street surveys with 500 Lancashire residents (quotas based on
ethnicity, age and gender)

o] Face to face interviews with individuals from Lesbian, Gay
Transgender and Bisexual and traveller communities

o] Community Focus groups.

Andy Cameron expressed an interest in speaking in more detail with the
research company. Christine Durber undertook to see if this could be
arranged.

Keith Little enquired how individual members of staff had been nominated and
expressed concern at the lack of representation from members of the Gay
Police Association in the project. Christine did not have information about the
detailed arrangements and undertook to make enquiries and arrange for Keith
to be contacted outside of the meeting.

Action: C Durber responsible for action.

BRIAN ALDRED
CHIEF EXECUTIVE
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LANCASHIRE POLICE AUTHORITY ITEM 8
14TH FEBRUARY 2007

PART |

MINUTES OF EXTERNAL RELATIONS COMMITTEE MEETING HELD ON
THE 17™ JANUARY 2007

The unconfirmed Minutes of the External Relations Committee meeting held on
17" January 2007 are attached.

The Authority is asked to note the proceedings.
Background Papers

Agenda and papers for the External Relations Committee meeting held on the
17" January, 2007.

Report Originator

Mr | Dickinson
Chief Executive’s Office
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LANCASHIRE POLICE AUTHORITY

MINUTES OF THE EXTERNAL RELATIONS COMMITTEE MEETING HELD
ON THE 17" JANUARY 2007

PART |
PRESENT
County Councillor D Whipp (Chairman)
County Councillor N D Penney
Mrs G S Stanley, JP
Mr D Winthrop, JP
IN ATTENDANCE

Mr A McAllister — Acting Deputy Chief Constable

SECRETARIAT

Mr | D Dickinson — Administrator — Chief Executive’s Office
Miss D Norton — Administrative Assistant — Chief Executive’s Office

APOLOGIES

Apologies for absence were presented on behalf of Ms D M Flynn, County
Councillor H Gore and Miss S Afzal.

MINUTES OF THE MEETING HELD ON THE 13™ SEPTEMBER 2006

17/06 RESOLVED:- That the Minutes of the meeting held on 13" September
2006 be confirmed and signed by the Chairman.

MINUTES OF THE PARTNERSHIPS FORUM HELD ON THE 22"° NOVEMBER
2006

It was noted that in relation to the Authority’s website, interviews had now taken
place and a decision had been made with regards to service provider. However,
as the unsuccessful companies had as yet not been informed, it was not
appropriate to announce the successful company at this stage.

The Committee was informed that a review of PACT (Police and Communities

Together) was underway by the Constabulary and that, in order to ensure
consistency at all the meetings, a framework was being developed.
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With regards to the Summer Nights initiative, it was noted that licences to sell
alcohol had been revoked where it had been proven the proprietor had sold
alcohol to underage people, and that a licensed premises had been closed on
New Year’s Eve for selling alcohol to underage people.

18/06 RESOLVED:- That the unconfirmed Minutes of the Partnerships Forum
held on the 22" November 2006 be noted.

POLICE PERFORMANCE BANDING ASSESSMENT AND CITIZEN FOCUS
DATA — QUARTER 2 2006/07

The Committee received a report on the quarterly banding analysis providing a
shapshot of current performance.

It was noted that there had been an improvement in certain areas of satisfaction
but there were still concerns around the provision of feedback to victims and
witnesses. However, A/DCC McAllister informed the Committee that an audit of
witnesses through VICMAN was now starting to give results.

Furthermore, it was noted that although there was still work to be done, the
satisfaction gap between those in the white community and those in the visible
minority ethnic (VME) community was decreasing.

In response to a question of best practice amongst other Police Forces with
regards to the satisfaction amongst the VME community, A/IDCC McAllister
informed the Committee that West Midlands Police Force had done a substantial
amount of work over the last 10 years and he was certain that there were lessons
to be learnt.

With regards to the re-contact bureaux, the Committee asked whether or not
Lancashire had seen any improvements in this regard. A/DCC McAllister agreed
to present a report to the next meeting.

19/06 RESOLVED:-

1. That the report be noted.

2. That a progress report be given at the next meeting on the improvement
with the Constabulary’s re-contact bureaux.

CITIZENS FOCUS STEERING GROUP

The Committee received a report setting out the main points in the five citizen
focus strands presented to the Citizens Focus Steering Group.

(A copy of the report is set out in the Minute Book.)
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Concern was raised that some staff had not been kept in post for two years,
despite assurances that they would be. A/DCC McAllister appreciated the
concerns of the Committee and suggested that Indicator LI122 (% of turnover in
key posts which interface with the public) did not give a true picture and that the
Constabulary was in the process of looking at ways this information could be
more accurately recorded to reflect the situation.

The Committee highlighted that where Victim Impact statements were presented
to the Courts on behalf of victims, this had a greater impact on the case than
where no victims’ statements were presented. The Committee asked if this
practice could be taken forward by the Constabulary. Mr McAllister said that he
would raise this issue again with Mr Ewen. The Constabulary were clear on the
value of Victim Impact Statements and encouraged officers to submit them
wherever appropriate.

20/06 RESOLVED:- That the report be noted.

QUARTERLY PERFORMANCE INDICATOR BULLETIN

The Committee considered the Performance Indicator Bulletin for April to
September 2006.

In general the Committee indicated that there were no real surprises, although
call handling remained a challenge, particularly in relation to the target set for
non-999 calls and the interaction by the operator with the caller.

In relation to the latter, it was appreciated that the challenging targets set by the
Authority with regard to answering times might impact on the quality of
conversations with callers and that this may need looking at in the future. There
was a careful balance to be drawn between ‘fast’ call answering times and the
quality of service offered to callers.

It was noted that the HMIC would be carrying out an audit into detections in
February. With regards to non-sanctioned detections it was appreciated that,
whilst this was an issue for the police service, Lancashire had fared well in a
recent inspection.

A/DCC McAllister was also pleased to report that the focus on sanction
detections had not led to inappropriate use of the various means of disposal — for
example, Fixed Penalty Notices.

With regards to repeat offenders, the Committee was pleased to note that these
people were usually known to officers and did not receive Fixed Penalty Notices
but were more likely to be taken into custody and dealt with by way of charge or
summons.
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