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Dyddiad: 11 Mawrth 2020	

AT:	Comisiynydd yr Heddlu a Throseddu, y Prif Gwnstabl ac Aelodau o'r Cyd-bwyllgor Archwilio (Mr A Kenwright, Mr A Morgan, Mr M Evans, Mr M MacDonald)

Copi at:	Y Prif Swyddog Ariannol   
		Y Cyfarwyddwr Cyllid 
Cymdeithas Prif Swyddogion yr Heddlu a Swyddogion/Staff Uwch 
Cynrychiolwyr o TIAA a Swyddfa Archwilio Cymru
		Y Wasg a Llyfrgelloedd 

Annwyl Syr/Fadam,

Cynhelir cyfarfod o'r Cyd-bwyllgor Archwilio ar ddydd Mercher 18 Mawrth 2020 am 10:00 o'r gloch yn Ystafell Gynadledda SCC004 yn y Ganolfan Reoli Strategol, Pencadlys yr Heddlu, Llangynnwr, Caerfyrddin er mwyn trafod y materion ar yr agenda sydd ynghlwm. Caiff aelodau o’r Wasg a’r Cyhoedd fynychu’r cyfarfod hwn. 
Darperir cinio ysgafn i Aelodau o ganlyniad i hyd yr agenda. 
I gymryd rhan drwy gyfrwng y Gymraeg, gofynnir i Aelodau o’r Cyhoedd roi 7 diwrnod o rybudd o leiaf er mwyn sicrhau darpariaeth o’r fath, fel yr hysbysir ar ein gwefan. Os daw hysbysiad hwyr, gwnawn ein gorau i ddarparu’r gwasanaeth hwn ond nid oes sicrwydd y bydd ar gael.  
Yr eiddoch yn gywir
[image: ]
Mrs Carys F Morgans
Pennaeth Staff
Amg.
A  G  E  N  D  A
1. Ymddiheuriadau am absenoldeb
2. Datganiadau o ddiddordeb
3. Cadarnhau cofnodion y cyfarfod a gynhaliwyd ar 3 Rhagfyr 2019 


Materion i Graffu Arnynt
4. Ystyried Cynllun Archwilio Blynyddol drafft Swyddfa Archwilio Cymru ar gyfer 2020/21



5. Diweddariad AHGTAEM
6. Ystyried Adroddiad Sicrwydd Rheoliadau Mewnol Cryno (SICA) 2018/19. 

7. Ystyried yr Adroddiad Archwilio Mewnol Blynyddol drafft 
8. Ystyried y Cynllun Archwilio Mewnol drafft 
9. Ystyried yr adroddiadau canlynol gan yr archwilwyr mewnol:
a) Rheoli Ystadau – Cyflenwi  
b) Adroddiad cydweithredol ar gyfer Dyledwyr
c) Rheoliadau Lliniarol Rheoli Risg 


ch) Adolygiad Asesu Offer Gweithredol 
ad) Rheoli ac Adrodd am Gwynion 
d) Adolygiad Cydweithredol – Cartref Ar-lein Unigol 
e) Cyflogres
ae) Diogelwch Elw Troseddau a Atafaelwyd  
ng) Gwrthdwyll – Sylw Mewnol

10. Derbyn copi drafft o Fframwaith Cyd-lywodraethu Corfforaethol 2019/20. 

11. Ystyried y Cynllun Ariannol Tymor Canolig 2019/20 – 2023/24




12. Ystyried y Strategaeth Rheoli Trysorlys 


13. Ystyried y Polisïau Cyfrifyddu drafft ar gyfer Datganiad o Gyfrifon 2019/20 



14. Amserlen y Cyfrifon Blynyddol 

15. Ystyried yr Asesiad Ansawdd Allanol  
Bu’r wybodaeth yn yr adroddiad isod yn ddarostyngedig i ofynion Deddf Rhyddid Gwybodaeth 2000, Deddf Diogelu Data 1998, a phrawf budd cyhoeddus Swyddfa Comisiynydd Heddlu a Throseddu Dyfed-Powys, ac ystyrir ei bod wedi ei heithrio rhag cyhoeddi o dan adran 13 Atodlen 12A Deddf Llywodraeth Leol 1972.  

Materion i’w Trafod

16. Ystyried Adroddiad Blynyddol drafft y Cyd-bwyllgor Archwilio ar gyfer 2019/20 

17. Ystyried Datganiad Llywodraethu Blynyddol drafft y Comisiynydd a’r Prif Gwnstabl ar gyfer 2019/20. 

18. Ystyried Risgiau Corfforaethol sylweddol yr Heddlu 

19. Ystyried Risgiau Corfforaethol sylweddol SCHTh 
20. Derbyn camau gweithredu cyfarfod y Grŵp Llywodraethu Corfforaethol a gynhaliwyd ar 27 Chwefror 2020 
21. Derbyn diweddariad o gyfarfod y Grŵp Archwilio a Sicrhau Ansawdd 
22. Diweddariadau gan yr Aelodau 
23. Diweddariad ynghylch y Diwrnod Hyfforddi Blynyddol 
24. [bookmark: cysill]Unrhyw fusnes arall 
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Lleoliad:	Pencadlys yr Heddlu

Dyddiad:	3 Rhagfyr 2019

Amser:	14:00 – 16:30











		Aelodau:

		Mr Malcolm MacDonald (MM)

Mr Martin Evans (ME)

Mr Andre Morgan (AM)

Mr Alasdair Kenwright (AMSK)

Ms Kate Curran (KC)



		Hefyd yn Bresennol:

		Mr Mark Collins, Prif Gwnstabl (PG) (ar gyfer y rhan gyntaf o’r cyfarfod yn unig oherwydd materion gweithredol)

Mrs Carys Morgans, Pennaeth Staff (PS)

Mr Edwin Harries, Cyfarwyddwr Cyllid (CC)

Mr Ian Williams, Cyfarwyddwr Cyllid Cynorthwyol (IW)

Ms Helen Cargill (TIAA), (HC)

Eleanor Bowdler, Swyddfa Archwilio Cymru (EB)

Mr Huw Morgans, Ymgynghorydd Rheoli Risg a Pharhad Busnes (HM)

Mrs Donna Cronin, SCHTh (DC)



		Ymddiheuriadau:

		Mr Dafydd Llywelyn, Comisiynydd yr Heddlu a Throseddu (CHTh)

Mrs Beverley Peatling, Prif Swyddog Cyllid (BP)



		Datganiadau o Fuddiant:

		Dim.







		

		CRYNODEB O GAMAU GWEITHREDU CYFARFOD 15 HYDREF 2019 



		Rhif y Cam Gweithredu

		Crynodeb o’r Cam Gweithredu

		I’w symud yn ei flaen gan

		Cynnydd



		A120 2018/19

		CB i ddiwygio’r camgymeriad teipio ar dudalen 3 o dan A86 lle y cyfeirir at JM fel JB.

		CB

		Cwblhawyd



		A120 2018/19

		CB i ddiwygio’r camgymeriad teipio ar dudalen 13 yn y copi Saesneg o’r cofnodion.

		CB

		Cwblhawyd



		A120 2018/19

		HC i gadarnhau pa un ai a oedd Heddlu Dyfed-Powys yn un o’r sefydliadau a gynhwyswyd yn adolygiad annibynnol diweddaraf TIAA.

		TIAA

		Cwblhawyd 



		A120 2018/19

		HC i rannu adolygiad o gydymffurfiaeth TIAA Gwent ac adolygiad annibynnol TIAA â’r Pwyllgor.  

		TIAA

		Cwblhawyd



		A120 2018/19

		CB i ddiwygio A108 i’r Datganiad Blynyddol o Gyfrifon Drafft ar gyfer 2018/19 yn lle 2017/18.

		CB

		Cwblhawyd



		A120 2018/19

		TGCh i roi diweddariad yn y cyfarfod nesaf mewn perthynas â’r Isadeiledd TGCh.

		TGCh

		Cwblhawyd



		A121 2018/19

		HC i ddiweddaru’r Pwyllgor gyda gwybodaeth bellach ar brosesau sydd mewn grym mewn ymateb i’w adolygiad ar adrodd am recriwtio i’r fforymau llywodraethu.  

		TIAA

		Cwblhawyd



		A121 2018/19

		Rhoi gwybodaeth bellach i’r Pwyllgor mewn perthynas â sut y gellir casglu adborth o gyrsiau er mwyn helpu i werthuso eu gwerth.  

		Yr Heddlu

		Cwblhawyd



		A121 2018/19

		Cyflwyno’r cais am i Werth am Arian ddod yn gwestiwn sefydlog ym mhob adroddiad TIAA i’r Grŵp Archwilio a Sicrhau Ansawdd.

		IW

		Cwblhawyd



		A122 2018/19

		Y PS i ymgysylltu â TIAA er mwyn trafod y posibilrwydd o gynnwys adolygiad mewn perthynas â gwasanaethau sydd wedi’u comisiynu yn eu cynllun archwilio diwygiedig.   

		PS

		Cwblhawyd



		A123 2018/19

		Y PSC i gadarnhau pryd mae cytundeb Arlingclose fod cael ei adnewyddu.

		PSA

		Cwblhawyd



		A124 2018/19

		Swyddfa Archwilio Cymru i roi diweddariad i’r Pwyllgor yn y cyfarfod nesaf mewn perthynas â chynnydd o ran cydweithio ar werth am arian.

		Swyddfa Archwilio Cymru

		Cwblhawyd



		A125 2018/19

		Y PS i ychwanegu cyfeiriad at amrywiaeth yn yr adran sy’n cyfeirio at sgiliau a chyfansoddiad aelodau o fewn hunan-asesiad Cyd-bwyllgor Archwilio Dyfed-Powys.

		PS

		Cwblhawyd



		A130 2018/19

		CB i rannu’r gwybodaeth am ddiwrnod hyfforddi blynyddol y Cyd-bwyllgor Archwilio eto.

		CB

		Cwblhawyd







A133 2018/19: Cofnodion y cyfarfod a gynhaliwyd ar 15 Hydref 2019 a Materion yn Codi

Cafwyd trafodaethau mewn perthynas â cham gweithredu A97 sy’n ymwneud ag ystyriaethau ynghylch ble mae’r ymddiriedolaeth yn eistedd o ran ei gysylltiadau â SCHTh. Dywedodd y PS y byddai’r elusen Dyfed-Powys Diogelach dal yn bodoli, ond y byddai’n canolbwyntio’n fwy ar gadetiaid yr heddlu. Mae Rheolwr Ariannu Allanol SCHTh yn arwain ar hyn ac yn ymgysylltu â Hywel Dda am gyngor.



Penderfyniad A133: Yn amodol ar unrhyw ddigwyddiadau sydd angen, derbyniwyd bod cofnodion y cyfarfod a gynhaliwyd ar 15 Hydref 2019 yn gofnod dilys.  





A134 2018/2019: Adroddiadau’r archwilwyr mewnol:



a) Adolygiad Dilynol Dros Dro

Rhoddodd Helen Cargill o TIAA drosolwg o’r argymhellion dilynol o’r haf hwyr/hydref a oedd yn cynnwys tua 50 argymhelliad. Mae 50% ohonynt wedi’u cwblhau. Mae 23 argymhelliad yn weddill. Mae 8 ohonynt yn ymwneud â’r adroddiad rheoli mynediad AD, ac mae pob un ohonynt yn ymwneud â’r hyfforddiant fydd yn cael ei gyflawni. Mae HC yn fodlon bod cynnydd yn cael ei wneud ac y dylai’r holl argymhellion gael eu cwblhau yn gynnar yn 2020 erbyn yr adolygiad nesaf.  



Hysbysodd MM y pwyllgor mai cyfrifoldeb y Grŵp Llywodraethu Sicrwydd Ansawdd ac Archwilio fyddai’n ystyried adroddiadau fel hyn cyn eu cyflwyno i’r pwyllgor wrth symud ymlaen,  fel y nodir o fewn eu cylch gorchwyl. Sicrhaodd y PS y Pwyllgor y byddai’r Grŵp Sicrhau Ansawdd ac Archwilio’n cael gwell ffocws ar fonitro argymhellion TIAA a’u gweithredu wrth symud ymlaen. Holodd y Pwyllgor am elfen arall ar yr adroddiad mewn perthynas â pholisïau ddim yn cael eu diweddaru, fodd bynnag, cadarnhaodd HC fod polisïau wedi’u diweddaru yn awr. Cadarnhaodd HC fod HDP mewn sefyllfa gref o’i gymharu â heddluoedd eraill. Bydd y PS ac IW yn cwrdd yn ystod yr ychydig wythnosau nesaf er mwyn paratoi ar gyfer cyfarfod y Grŵp Sicrhau Ansawdd ac Archwilio. 



Holodd MM gwestiwn mewn perthynas â phenodi Swyddog Diogelu Data’r Heddlu. Cadarnhaodd y CC fod rhywun wedi’i benodi. 



b) Adolygiad cydymffurfiaeth TIAA Gwent 

Rhoddodd HC ddiweddariad i’r pwyllgor mewn perthynas â’r adolygiad o gylch gorchwyl y Cyd-bwyllgor Archwilio. Cadarnhaodd ei fod yn cipio pob dim a godwyd yn y cyfarfod CIPFA. Holodd y Cadeirydd am y gwahaniaeth rhwng HDP a Gwent wrth gyfeirio at hyd tymor aelodau pwyllgor.  



Cam Gweithredu 134:  DC i wirio nodiadau ar ganllawiau CIPFA er mwyn sicrhau bod y cylch gorchwyl yn cynnwys y dyddiad cywir mewn perthynas â hyd tymor aelodau. 



c) CID - Amddiffyn Pobl Fregus

Rhoddodd HC ddiweddariad ar yr adolygiad o’r adroddiad cydymffurfiaeth, a oedd yn edrych ar y broses o ran ceisiadau adran 46. Roedd yr adroddiad yn edrych ar amddiffyn pobl fregus, yn arbennig plant, ac yn canolbwyntio ar y ffordd y mae gwybodaeth yn cael ei chofnodi a’i dileu o’r system unwaith y bydd mater wedi’i drin. Cynghorwyd HC mai profi ar sail cydymffurfiaeth ydoedd, a thynnodd sylw at rai o’r prif argymhellion a ddeilliodd o’r profi.  



Cred MM fod yr adroddiad yn werthfawr ac mai dyna’r ffordd yr hoffent i archwilio ddatblygu yn y sefydliad. Holodd y Pwyllgor gwestiwn am yr amser a gymerwyd i gwblhau’r adolygiad hwn, a pha un ai a yw’n rhywbeth y mae angen i’r Pwyllgor gymryd mwy o sylw ohono. Dywedodd MM ei fod yn rhywbeth y gellir ei gynnwys yn rhaglen yr archwilwyr mewnol. Gofynnwyd cwestiwn i IW er mwyn gweld pa un ai a oedd ymagwedd gorfforaethol tuag at adolygu polisïau a pha mor aml maen nhw’n cael eu diweddaru. Dywedodd y CC fod darn o waith yn mynd rhagddo gyda thudalen mewnrwyd newydd yr heddlu ar bolisïau (DPI 2)  a fydd yn cael ei lansio ymhen ychydig wythnosau, ac y byddai dyddiadau ar yr holl bolisïau. Dywedodd IW fod yr archwiliad yn deillio o’r tîm Diogelu Pobl Fregus yn dod ymlaen a gofyn am i rywfaint o waith craffu gael ei gynnal. Awgrymodd MM y dylid rhoi adborth wrth y tîm Diogelu Pobl Fregus am yr hyn maen nhw’n teimlo sydd o werth i’r PS.



Cam Gweithredu 134: Y tîm Diogelu Pobl Fregus i roi adborth i’r PS mewn perthynas â gwerth Archwilio Mewnol i’r sefydliad. 



A135 2018/2019: Ystyried adroddiad cynnydd 2019-20 yr Archwilwyr Mewnol (SICA)

Rhoddodd HC ddiweddariad ynghylch cynnydd adroddiadau TIAA, a chynghorodd fod yr adroddiadau archwilio ariannol wrthi’n cael eu cwblhau. O ran cydweithio, disgwylir sylwadau gan Heddlu De Cymru a Heddlu Gwent erbyn 5 Rhagfyr 2019. Aethpwyd ymlaen i drafod meysydd cydweithio eraill.  



O ran y cynllun ar gyfer y Prosiect System Rheoli Cofnodion a phrosiect grant y Comisiynydd, mae dyddiadau wedi’u trefnu ar gyfer mis Chwefror a mis Mawrth 2020. Nododd HC fod yr archwiliad Sicrwydd Data wedi’i gytuno ar gyfer y flwyddyn newydd ac y byddai’r archwiliad amlygu gwrthdwyll mewnol yn cael ei gynnal ym mis Ionawr 2020.



Gofynnodd y Pwyllgor gwestiwn o ran y camau gweithredu a holodd pa un ai a yw gwybodaeth yn cael ei rhannu â staff. Dywedodd MM eu bod yn cael eu rhoi ar borthol ar-lein. CB i wirio pa un ai a yw aelodau’n medru cael mynediad i’r porthol er mwyn darllen yr adroddiadau. 



Cam Gweithredu 135: Caryl i wirio pa un ai a yw aelodau Pwyllgor wedi’u cynnwys yn y porthol a rhannu manylion mynediad. 



A136 2018/2019: Ystyried y Cynllun Archwilio Mewnol drafft ar gyfer 2020/21

Nodwyd fod y Prif Gwnstabl Cynorthwyol Vicky Evans (PGC) wedi cynnal cyfarfodydd gyda phob heddlu er mwyn trafod cynlluniau cydweithredol. Mae meysydd ar gyfer archwiliadau mewnol posibl yn cynnwys; Prosiectau Cymru Gyfan, Camau Cynnar Gyda’n Gilydd, a gweithredu Office 365. Hysbysodd y PS y Pwyllgor fod IW wedi bod yn datblygu matrics ar gyfer y Grŵp Sicrhau Ansawdd ac Archwilio, a fydd yn rhoi rhesymau ar gyfer yr archwiliad mewnol a sut yr ydym yn blaenoriaethu’r blaenoriaethau. Ymagwedd yn seiliedig ar risg tuag at flaenoriaethu bydd hyn yn bennaf.



Cynghorodd MM fod Sarah Cooper yn mynd i gyfarfod mis Mawrth fel y cyswllt ar gyfer AHEM.  



Cam Gweithredu 136: Bydd y Prif Arolygydd Elaine Bendall yn mynd ar ôl AHEM mewn perthynas â phresenoldeb Sarah Cooper yn y cyfarfod nesaf.



A138 2018/2019: Ystyried Llythyr Archwilio Blynyddol 2018/19 

Rhoddodd JB grynodeb o’r gwaith yr ymgymerwyd ag ef yn ystod y flwyddyn a chyfrifoldebau’n ymwneud ag adrodd ariannol y cydymffurfiwyd â nhw.  



Holodd y Cadeirydd am y dyddiad yn yr adran ffioedd archwilio, sy’n dweud 2018/19. Dywedodd JB fod yr archwiliad wedi’i wneud ar 2018/19 gan eu bod nhw’n archwilio blwyddyn ar ei hôl hi. Y canlyniad terfynol yw’r hyn a gynghorwyd yn flaenorol gan y Pwyllgor a does unrhyw arwydd o beth fydd y ffi ar gyfer y flwyddyn ganlynol. Bydd hyn yn cael ei ddarparu fis Mawrth.  



A141 2018/2019: Ystyried y Polisi Gwrthdwyll a Llygredd drafft  

Rhoddwyd drafft i’r Pwyllgor o’r Polisi Gwrthdwyll a Llygredd. Cynghorodd y Pwyllgor ynghylch rhai diwygiadau i’r geiriad yr oedd angen mewn rhai adrannau yn y polisi. Mynegwyd pryderon pellach mewn perthynas ag anhysbysrwydd adrodd. Awgrymodd y Pwyllgor siart llif er mwyn dangos y dewisiadau sydd ar gael.  



Gofynnodd y Pwyllgor gwestiwn ynglŷn â’r broses ymgynghori a chymeradwyo. Sicrhaodd y PS fod hyn yn y cyfnodau cyntaf ac y bydd proses ar gyfer cynnwys y Grŵp Llywodraethu, Pennaeth CID a Phennaeth yr Adan Safonau Proffesiynol. Unwaith y bydd yr holl ymgyngoreion yn fodlon o safbwynt llywodraethu, bydd ymgynghoriad yn cael ei gynnal gyda’r Ffederasiwn Heddlu, UNSAIN, Grŵp Cyfeirio Proffesiynol yr Heddlu ac ymgyngoreion eraill yn unol â phroses datblygu polisïau’r Heddlu. 



Cam Gweithredu 141: Anfon unrhyw sylwadau eraill ar y ddogfen Polisi Gwrth-dwyll a Llygredd at y PS. 



A142 2018/2019: Amserlen Flynyddol y Cyd-bwyllgor Archwilio

Mae CB wedi croesgyfeirio’r cylch gorchwyl, sydd wedi’i adolygu’n ddiweddar, â’r amserlen flynyddol er mwyn sicrhau bod pethau’n cael eu cynllunio’n briodol ar draws y flwyddyn. Dylid mynegi unrhyw farn am yr amserlen wrth CB. 



Cam Gweithredu 142: Y Pwyllgor i roi adborth i SCHTh ar amserlen flynyddol y Cyd-bwyllgor Archwilio.  



A143 2018/2019: Diweddariad ynghylch isadeiledd TGCh

Rhoddodd Mark Hall (MH) o’r Tîm Rheoli TGCh ddiweddariad ar yr Isadeiledd TGCh a’r anawsterau a brofwyd o ran symud ymlaen at ganlyniad boddhaol. Mynegwyd pryderon mewn perthynas â’r ddarpariaeth gwasanaeth a chafwyd trafodaethau ynglŷn â’r dewisiadau sydd ar gael.  



Byddai’r mater yn cael ei drafod ymhellach yng nghyfarfod y Bwrdd Plismona ddydd Gwener 6 Rhagfyr. 



A144 2018/2019: Adolygiad o Gydymffurfiaeth â Chanllawiau CIPFA ar drafodaeth y Pwyllgor Archwilio.  

Ym mis Ebrill, mae cwrs hyfforddi Cymru Gyfan. Os oes angen rhagor o wybodaeth ar aelodau mewn perthynas â manylion y diwrnod, cânt gysylltu â CB.



A145 2018/2019: Diweddariad ynghylch Datganiad Rheoli’r Heddlu ac AHGTAEM 

Rhoddodd yr Prif Arolygydd Elaine Bendall (EB) ddiweddariad mewn perthynas â chynnydd o ran gweithgarwch AHGTAEM a Datganiad Rheoli’r Heddlu. EB yw Swyddog Ymgysylltu’r Heddlu ar gyfer AHGTAEM a hi yw’r pwynt cyswllt cyntaf ar gyfer gwaith arolygu. Sarah Cooper yw arweinydd AHGTAEM ar gyfer ymgysylltu â’r Heddlu. Roedd yr Heddlu wedi derbyn nifer o argymhellion a meysydd ar gyfer gwella, ac mae EB yn rhoi tystiolaeth o gynnydd i Sarah Cooper.



Gofyniad blynyddol gan AHEM yw Datganiad Rheoli’r Heddlu. Y mae wedi dod yn ddogfen weithio strategol y gall heddluoedd ddefnyddio i hysbysu sut y mae’r sefydliad yn cael ei redeg. 



Roedd adborth a roddwyd gan AHGTAEM ar Ddatganiad Rheoli’r Heddlu’n dweud fod dadansoddi wedi gwella, fodd bynnag, byddai wedi elwa o fwy o elfennau rheoli risg a rhagfynegi. Derbyniodd EB y nodiadau canllaw ar gyfer Datganiad Rheoli’r Heddlu 2020 yn ddiweddar.  



Bydd Adroddiad Rheoli nesaf yr Heddlu nesaf ar gyfer 2020 yn cael ei gyflwyno ddiwedd Ebrill, a fydd yn cyd-fynd ag arolygiad AHEM adeg yr haf. Dywedodd y PS y byddai’r adroddiad yn ddogfen allweddol i gynorthwyo â datblygu’r Cynllun Heddlu a Throseddu newydd. 



Holodd y Pwyllgor sut y bydd y ddogfen yn cael ei defnyddio unwaith y bydd wedi’i chwblhau. Cadarnhaodd EB y byddai’n cael ei defnyddio fel rhan o Gynllunio Strategol gan ei bod yn rhoi gwybod ble mae’r peryglon. Bydd yr adroddiad Datganiad Rheoli’r Heddlu’n dda ar gyfer nodi peryglon a phryderon y mae angen mynd i’r afael â nhw. 



A145 2018/2019: Ystyried Risgiau Corfforaethol sylweddol yr Heddlu



Rhoddodd Huw Morgans (HM) ddiweddariad ynghylch Rheoli Risg. Mae’r System Rheoli Cofnodion yng nghamau tyngedfennol gweithredu ac mae angen defnyddio adnoddau arbenigol sydd ddim yn gysylltiedig â’r prosiect er mwyn cyflenwi modiwlau arbenigol. Bydd gweithgor y DBG yn cynnal goruchwyliaeth dros y maes perygl hwn a gofynion y prosiect. Cynghorodd HM y byddai angen i’r Heddlu sicrhau bod anghenion y prosiect yn cael eu bodloni’n amserol ac nad yw anghenion busnes y sefydliad yn cael eu cyfaddawdu gyda rhyddhad yr adnoddau arbenigol. 



Symudodd trafodaethau ymlaen at y maes risg sydd wedi gwella, a godwyd yn y cyfarfod pwyllgor diwethaf, mewn perthynas â gallu a chostau gwasanaeth patholeg y Swyddfa Gartref. Dywedodd HM wrth y pwyllgor fod y Brifysgol wedi ymrwymo i ohirio tynnu’n ôl o’r gwasanaeth tan fis Rhagfyr 2021. Unwaith y bydd hyn wedi’i gadarnhau’n ffurfiol, bydd yn cael ei dynnu oddi ar y gofrestr risg am y tro hyd nes y bydd angen sylw pellach. Holodd MM pam y byddai’r risg yn cael ei ddileu’n llwyr. Gan fod y gwasanaeth wedi’i estyn tan 2021, sicrhaodd HM nad oedd unrhyw effaith uniongyrchol ar y gwasanaeth ar gyfer yr Heddlu.  



Symudodd trafodaethau ymlaen at eitemau sydd wedi’u rhyddhau o’r gofrestr risg. Roedd gwaith seiber-ymosodiadau wedi’i ddatblygu, ac roedd Eurofins wedi dychwelyd at wasanaeth arferol. Cyflwynwyd amgylchiadau i’r bwrdd gweithrediadau Aur ar 29 Hydref, a chymeradwyodd y PGC ei ryddhau. Yr ail eitem i’w ryddhau oedd archwiliadau meddygol fforensig ar blant a diffyg argaeledd gwasanaethau Canolfannau Cyfeirio Ymosodiadau Rhyw (SARC). Ym mis Hydref, cytunodd y bwrdd prosiect SARC ar fodel i’r dyfodol ar gyfer darpariaeth gwasanaethau SARC ar gyfer oedolion a phlant ar draws Canolbarth a De Cymru. Hefyd, rhoddasant ddatrysiad dros dro mewn grym sy’n dderbyniol i’r Heddlu. Cyflwynwyd amgylchiadau’r pecyn hwnnw i’r Bwrdd Gweithrediadau Aur a’r Grŵp Bregusrwydd Strategol ym mis Hydref, ac erbyn hyn, mae wedi’i ryddhau.





A146 2018/2019: Camau Gweithredu cyfarfod y Grŵp Llywodraethu Corfforaethol a gynhaliwyd ar 12 Tachwedd 2019 (Drafft)

Rhannwyd y camau gweithredu a gymerwyd o gyfarfod y Grŵp Llywodraethu Corfforaethol. Rhoddodd y CC gyflwyniad ar yr hyn a drafodwyd yn y cyfarfod, megis y Datganiad Llywodraethu Blynyddol ar gyfer y llynedd a sut yr oeddent yn ymateb i’r camau gweithredu. Daethpwyd i’r casgliad fod nifer ohonynt wedi’u cwblhau. Roedd nifer o gamau gweithredu sy’n weddill yn ymwneud â meysydd a nodwyd gan AHEM hefyd, fodd bynnag, mae gwaith yn mynd rhagddo. Cafwyd trafodaeth mewn perthynas â’r matrics o dystiolaeth a fydd nawr yn cael ei ddefnyddio i gynhyrchu’r Datganiad Llywodraethu Blynyddol ar gyfer datganiadau ariannol 19/20. Teimlwyd y byddai mwy o gysylltiad o bob rhan o’r sefydliad yn arwain at Ddatganiad Llywodraethu Blynyddol mwy effeithiol. Cafwyd trafodaethau ynglŷn â’r peryglon sy’n dod i’r amlwg o ran llywodraethu, Ymgyrch Uplift, rheolaeth ariannol CIPFA a setliadau ariannol.  



Cynghorwyd y pwyllgor am ddadl genedlaethol ynglŷn â pha un ai a ddylai CHTh ymgynghori â’r cyhoedd mewn perthynas â’r Praesept. Mae Cymdeithas Comisiynwyr yr Heddlu a Throseddu wedi cynghori nad oes dim wedi newid a’i fod yn ofynnol yn ôl y gyfraith i Gomisiynwyr Heddlu a Throseddu ymgynghori â’r cyhoedd.  



A148 2018/2019: Diweddariadau’r Aelodau

Bydd MM yn rhoi nodiadau i CB i’w rhannu. 



A148 2018/2019: Diweddariad ynghylch y Diwrnod Hyfforddi Blynyddol

Dylid cysylltu â CB am wybodaeth.



Daeth y cyfarfod i ben am 16:28



		PENDERFYNIADAU SY’N DEILLIO O GYFARFOD 3 RHAGFYR 2019



		Rhif y Penderfyniad

		Crynodeb o’r Penderfyniad

		Cynnydd



		A133 2018/19

		Yn amodol ar ddigwyddiadau a drafodwyd, derbyniwyd bod cofnodion y cyfarfod a gynhaliwyd ar 15 Hydref 2019 yn gofnod dilys.  



		Cwblhawyd 
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		Crynodeb o’r Cam Gweithredu

		I’w ddatblygu gan
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		DC i wirio nodiadau ar ganllawiau CIPFA er mwyn sicrhau bod y cylch gorchwyl yn cynnwys y dyddiad cywir mewn perthynas â hyd tymor aelodau.

		DC

		Cwblhawyd 



		A134 2018/19

		Y tîm Diogelu Pobl Fregus i roi adborth i’r PS mewn perthynas â gwerth Archwilio Mewnol i’r sefydliad.

		PS

		



		A135 2018/19

		Caryl i wirio pa un ai a yw aelodau Pwyllgor wedi’u cynnwys yn y porthol a rhannu manylion mynediad.

		CB

		Cwblhawyd



		A136 2018/19

		Bydd y Prif Arolygydd Elaine Bendall yn mynd ar ôl AHEM mewn perthynas â phresenoldeb Sarah Cooper yn y cyfarfod nesaf.

		Yr Arolygydd E Bendle

		Cwblhawyd



		A141 2018/19

		Anfon unrhyw sylwadau eraill ar y ddogfen Polisi Gwrth-dwyll a Llygredd at y PS.

		Aelodau

		



		A142 2018/19

		Y Pwyllgor i roi adborth i SCHTh ar amserlen flynyddol y Cyd-bwyllgor Archwilio.  

		Aelodau

		Cwblhawyd







		CRYNODEB CAMAU GWEITHREDU SY'N WEDDILL O'R CYFARFODYDD BLAENOROL



		Rhif y Cam Gweithredu

		Crynodeb o’r Cam Gweithredu

		I’w ddatblygu gan



		A97 2017/18

		PS i ystyried lle mae'r ymddiriedolaeth arni yn gyfreithiol o ran ei chysylltiad â SCHTh.

		SCHTh 
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Paratowyd y ddogfen hon ar gyfer defnydd mewnol Comisiynydd Heddlu a Throseddu Dyfed Powys a 
Phrif Gwnstabl Heddlu Dyfed Powys fel rhan o waith a gyflawnir yn unol â swyddogaethau statudol. 


Ni chymerir unrhyw gyfrifoldeb gan yr Archwilydd Cyffredinol, staff Swyddfa Archwilio Cymru na, lle y 
bo’n berthnasol, yr archwilydd a benodwyd mewn perthynas ag unrhyw aelod, cyfarwyddwr, swyddog 


neu gyflogai arall yn eu cymhwyster unigol, nac mewn perthynas ag unrhyw drydydd parti. 


Os ceir cais am wybodaeth y gall y ddogfen hon fod yn berthnasol iddi, tynnir sylw at y Cod Ymarfer a 
gyhoeddwyd o dan adran 45 Deddf Rhyddid Gwybodaeth 2000.  


Mae Cod adran 45 yn nodi'r arfer o ran trin ceisiadau a ddisgwylir gan awdurdodau cyhoeddus, gan 
gynnwys ymgynghori â thrydydd partïon perthnasol. Mewn perthynas â'r ddogfen hon, mae 


Archwilydd Cyffredinol Cymru, Swyddfa Archwilio Cymru a, lle y bo’n berthnasol, yr archwilydd a 
benodwyd yn drydydd partïon perthnasol. Dylid anfon unrhyw ymholiadau ynglŷn â datgelu neu 


ailddefnyddio'r ddogfen hon i Swyddfa Archwilio Cymru yn swyddog.gwybodaeth@archwilio.cymru. 


Rydym yn croesawu gohebiaeth a galwadau ffôn yn Gymraeg a Saesneg. Ni fydd gohebu yn 
Gymraeg yn arwain at oedi. We welcome correspondence and telephone calls in Welsh and English. 


Corresponding in Welsh will not lead to delay. 


This document is also available in English. Mae’r ddogfen hon hefyd ar gael yn Saesneg. 



mailto:swyddog.gwybodaeth@archwilio.cymru
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Crynodeb 
1 Fel eich archwilydd allanol, fy amcan yw cynnal archwiliad sy’n 


cyflawni fy nyletswyddau statudol fel Archwilydd Cyffredinol ac yn 
cyflawni fy rhwymedigaethau dan Ddeddf Archwilio Cyhoeddus 
(Cymru) 2004 a’r Cod Ymarfer Archwilio, sef: 
• archwilio eich datganiadau ariannol a thystio pa un a ydynt yn ‘gywir a theg’; 


ac 
• asesu pa un a ydych wedi gwneud trefniadau priodol ar gyfer 


sicrhau darbodaeth, effeithlonrwydd ac effeithiolrwydd o ran 
defnyddio adnoddau. 


2 Diben y cynllun hwn yw nodi fy ngwaith arfaethedig, pryd y bydd yn 
cael ei wneud, faint fydd yn ei gostio a phwy fydd yn ei wneud. 


3 Ni osodwyd unrhyw gyfyngiadau arnaf o ran cynllunio cwmpas yr archwiliad hwn. 
4 Caiff fy nghyfrifoldebau, ynghyd â rhai’r rheolwyr a’r rhai sy’n gyfrifol am 


lywodraethu, eu nodi yn Atodiad 1. 


Archwilio’r Cyfrifon 
5 Fy nghyfrifoldeb i yw cyhoeddi tystysgrif ac adroddiad ar ddatganiadau ariannol 


Comisiynydd Heddlu a Throseddu Dyfed Powys (y Comisiynydd) a Phrif Gwnstabl 
Heddlu Dyfed Powys (y Prif Gwnstabl) sy’n cynnwys barn ynglŷn â’u ‘cywirdeb a’u 
tegwch’. Mae hyn yn darparu sicrwydd bod y cyfrifon: 
• heb unrhyw gamddatganiad perthnasol, boed hynny trwy dwyll neu wall; 
• yn cydymffurfio â gofynion statudol a gofynion cymwys eraill; ac 
• yn cydymffurfio â’r holl ofynion perthnasol ar gyfer cyflwyno a datgelu 


cyfrifyddol. 
6 Rwyf hefyd yn ystyried a yw’r Comisiynydd a’r Prif Gwnstabl wedi gwneud 


trefniadau priodol ar gyfer sicrhau darbodaeth, effeithlonrwydd ac effeithiolrwydd o 
ran defnyddio adnoddau ac rwy’n cyhoeddi adroddiad drwy eithriad os nad yw’r 
Datganiadau Llywodraethu Blynyddol yn cydymffurfio â’r gofynion. 


7 Mae Atodiad 1 yn nodi fy nghyfrifoldebau’n llawn. 
8 Mae’r gwaith archwilio yr wyf yn ei wneud i gyflawni fy nghyfrifoldebau’n ymateb i’m 


hasesiad o risgiau. Mae’r ddealltwriaeth hon yn fy ngalluogi i ddatblygu dull 
archwilio sy’n canolbwyntio ar ymdrin â risgiau penodol gan ddarparu sicrwydd ar 
gyfer y datganiadau ariannol ar y cyfan. Mae fy null archwilio’n cynnwys tri cham 
fel a nodir yn Arddangosyn 1. 
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Arddangosyn 1: fy null archwilio 


Mae’r tabl hwn yn crynhoi’r tri cham sy’n rhan o’m dull archwilio ariannol, sef cynllunio, 
profi ac adrodd. 


 
 
9 Caiff y risgiau a ganfuwyd o’m gwaith cychwynnol i baratoi’r cynllun archwilio a 


fydd yn effeithio ar fy archwiliad o’r datganiadau ariannol eu nodi yn Arddangosyn 
2, ynghyd â’r gwaith yr wyf yn bwriadu ei wneud i fynd i’r afael â hwy. Mae 
Arddangosyn 2 yn nodi risgiau sy’n gyffredin i’r Comisiynydd a’r Prif Gwnstabl a, lle 
y bo’n briodol, risgiau sy’n benodol naill ai i’r Comisiynydd neu i’r Prif Gwnstabl. 


Arddangosyn 2: risgiau archwilio yn y datganiadau ariannol 


Mae’r tabl hwn yn crynhoi’r risgiau archwilio ariannol allweddol a adnabuwyd ar adeg 
cynllunio’r archwiliad. 


Risgiau archwilio yn y datganiadau 
ariannol 


Ymateb archwilio arfaethedig 


Gwrthwneud gan reolwyr 
Mae’r risg y gallai rheolwyr wrthwneud 
rheolaethau’n bresennol ym mhob 
endid. O ystyried y ffordd 
anrhagweladwy y gallai gwrthwneud o’r 
fath ddigwydd, tybir bod hon yn risg 
arwyddocaol [ISA 240.31-33]. 


Bydd fy nhîm archwilio yn: 
• profi priodoldeb cofnodion dyddlyfr 


ac addasiadau eraill a wnaed wrth 
baratoi’r datganiadau ariannol; 


• adolygu amcangyfrifon cyfrifyddu ar 
gyfer gwyrdueddiadau; a hefyd 


• gwerthuso’r sail resymegol ar gyfer 
unrhyw drafodion arwyddocaol y tu 
allan i gwrs arferol busnes. 
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Risgiau archwilio yn y datganiadau 
ariannol 


Ymateb archwilio arfaethedig 


Newidiadau staffio yn yr adran gyllid 
Bu nifer o newidiadau staffio yn yr adran 
gyllid dros y misoedd diwethaf, a allai 
arwain at nifer o newidiadau i rolau a 
chyfrifoldebau. 
Hefyd, ceir y newid sydd ar fin digwydd 
i’r datrysiad meddalwedd cyfrifon sy’n 
cydymffurfio â Chod Cau Cyfrifon CIPFA 
(‘Big Red Button’) ar gyfer cynhyrchu’r 
cyfrifon.  
Gallai’r newidiadau hyn gynyddu’r risg 
nad yw’r heddlu’n gallu cynhyrchu ei 
ddatganiadau ariannol ar gyfer 2019-20 
i’r ansawdd gofynnol, y terfynau amser 
gofynnol neu ateb ein holl ofynion 
archwilio i sicrhau y cydymffurfir â 
therfynau amser archwilio.  


Bydd fy nhîm archwilio’n cynnal cyswllt â 
staff cyllid i sicrhau yr ymlynir wrth y 
cynllun cynhyrchu cyfrifon a bod yr 
archwiliad yn cael ei gyflawni’n effeithiol. 


Dyfarniad McCloud 
Yn 2015 cyflwynodd y Llywodraeth 
ddiwygiadau i bensiynau’r sector 
cyhoeddus, gan olygu bod y rhan fwyaf 
o weithwyr y sector cyhoeddus wedi’u 
symud i gynlluniau pensiwn newydd yn 
2015.  
Ym mis Rhagfyr 2018, dyfarnodd y Llys 
Apêl fod y ‘mesurau diogelu dros dro’ a 
gynigiwyd i rai aelodau o’r cynlluniau 
barnwyr a diffoddwyr tân, fel rhan o’r 
diwygiadau, yn gyfystyr â gwahaniaethu 
anghyfreithlon. Ar 15 Gorffennaf 2019 
cyhoeddodd y Llywodraeth eu bod yn 
derbyn bod y dyfarniad yn gymwys i holl 
brif gynlluniau pensiwn gwasanaethau 
cyhoeddus.  
Mae effaith y dyfarniad yn debygol o 
gael effaith arwyddocaol ar y 
rhwymedigaeth a ddatgelir dan IFRS19. 


Bydd fy nhîm archwilio’n adolygu’r 
ddarpariaeth a wnaed mewn perthynas 
â dyfarniad McCloud ac yn monitro 
cynnydd o ran datblygu cynigion ar gyfer 
rhwymedi i’w gymhwyso yn y cynllun 
pensiwn Llywodraeth Leol ac yng 
nghynllun pensiwn yr Heddlu. 
Bydd fy nhîm archwilio hefyd yn sicrhau 
datgeliadau cywir ar gyfer hyn ac 
unrhyw ddarpariaethau tebyg. 


Gallai cyflwyno IFRS 16 Prydlesi yn 
2020-21 greu rigiau o ran ei rhoi ar 
waith. 


Bydd fy nhîm yn gwneud peth gwaith 
cynnar i adolygu parodrwydd ar gyfer 
cyflwyno IFRS 16 Prydlesi. Gweler 
Atodiad 3 Arddangosyn 8 i gael rhagor o 
fanylion. 


 
10 Nid wyf yn ceisio cael sicrwydd llwyr ynghylch cywirdeb a thegwch y datganiadau 


ariannol a’r nodiadau cysylltiedig ond rwy’n mabwysiadu cysyniad perthnasedd. Fy 
nod yw adnabod camddatganiadau perthnasol, hynny yw y rhai a allai beri i’r sawl 
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sy’n darllen y cyfrifon gael ei gamarwain. Rydym hefyd yn asesu bod eitemau’n 
berthnasol o ran eu natur; mae’r rhain yn cynnwys datgeliadau ynghylch 
cydnabyddiaeth ariannol uwch swyddogion a nodiadau partïon cysylltiedig. Byddwn 
yn pennu lefel perthnasedd is ar gyfer yr eitemau hyn o ystyried eu natur a budd y 
cyhoedd yn y meysydd hyn. Bydd y lefelau sy’n peri i mi farnu bod camddatganiadau 
o’r fath yn berthnasol yn cael eu gwneud yn hysbys i’r Comisiynydd a’r Prif Gwnstabl 
cyn cwblhau’r archwiliad. 


11 At ddibenion adrodd, byddaf yn trin unrhyw gamddatganiadau islaw lefel ‘fach 
iawn’ (lefel perthnasedd o 5%) fel rhai nad yw’n ofynnol i’r rhai sy’n gyfrifol am 
lywodraethu eu hystyried ac felly ni fyddaf yn adrodd arnynt. 


12 Mae fy ffioedd ac amserlenni arfaethedig ar gyfer cwblhau’r archwiliad yn seiliedig 
ar y tybiaethau canlynol: 
• darperir y datganiadau ariannol yn unol â’r amserlenni cytunedig, i’r 


ansawdd disgwyliedig ac maent wedi bod trwy adolygiad sicrhau ansawdd 
cadarn; 


• mae gwybodaeth a ddarparwyd i ategu’r datganiadau ariannol yn unol â’r 
ddogfen canlyniadau archwilio cytunedig1; 


• darperir ystafell a chyfleusterau priodol i alluogi fy nhîm archwilio i gyflawni’r 
archwiliad mewn modd effeithlon; 


• bydd yr holl swyddogion priodol ar gael yn ystod yr archwiliad; 
• rydych wedi rhoi’r holl reolaethau a gwiriadau angenrheidiol ar waith i’w 


gwneud yn bosibl i’r Swyddog Cyllid Cyfrifol ddarparu pob sicrwydd y mae ei 
angen arnaf yn y Llythyr Sylwadau a gyfeiriwyd ataf; ac  


• mae rhaglen waith arfaethedig y tîm Archwilio Mewnol wedi’i chwblhau ac 
mae’r rheolwyr wedi ymateb i faterion a allai fod wedi effeithio ar y 
datganiadau ariannol. 


13 Yn ogystal â’m cyfrifoldebau mewn perthynas ag archwilio datganiadau ariannol 
statudol y Comisiynydd a’r Prif Gwnstabl a nodir uchod, mae hefyd yn ofynnol i mi 
ardystio ffurflen i Lywodraeth Cymru sy’n darparu gwybodaeth am y Comisiynydd 
a’r Prif Gwnstabl i roi cymorth i baratoi Cyfrifon y Llywodraeth Gyfan. 


Swyddogaethau archwilio statudol 
14 Yn ogystal ag archwilio’r cyfrifon, mae gennyf gyfrifoldebau statudol am gael 


cwestiynau ynghylch y cyfrifon a gwrthwynebiadau iddynt gan etholwyr lleol. Caiff y 
cyfrifoldebau hyn eu nodi yn Neddf Archwilio Cyhoeddus (Cymru) 2004: 
• Adran 30 Arolygu dogfennau a chwestiynau yn ystod archwiliad; ac  
• Adran 31 Yr hawl i wneud gwrthwynebiadau yn ystod archwiliad. 


 
1 Mae’r ddogfen canlyniadau archwilio cytunedig yn nodi’r gofynion disgwyliedig o ran 
papurau gwaith i ategu’r datganiadau ariannol ac yn cynnwys amserlenni a chyfrifoldebau.  
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15 Bydd ffioedd archwilio’n cael eu codi am waith a wneir i ymdrin â chwestiynau a 
gwrthwynebiadau etholwyr. Gan y bydd y gwaith archwilio’n dibynnu ar nifer a 
natur unrhyw gwestiynau a gwrthwynebiadau, nid yw’n bosibl amcangyfrif ffi 
archwilio am y gwaith hwn.  


16 Os byddaf yn cael cwestiynau neu wrthwynebiadau, byddaf yn trafod ffioedd 
archwilio posibl ar y pryd.  


Defnyddio Adnoddau 
17 Fy nghyfrifoldeb i yw fy argyhoeddi fy hun bod y corff archwiliedig wedi gwneud 


trefniadau priodol i sicrhau darbodaeth, effeithlonrwydd ac effeithiolrwydd o ran 
defnyddio adnoddau. Mae Atodiad 2 yn dangos y meini prawf y mae angen i ni eu 
hasesu wrth ddod i’n casgliad ar eich trefniadau. 


18 Wrth ystyried y meini prawf hyn byddaf yn dibynnu ar y canlynol: 
• canlyniadau’r gwaith archwilio a wnaed ar y datganiadau ariannol;  
• canlyniadau gwaith cyrff adolygu allanol eraill, e.e. ACEM a’r Swyddfa 


Archwilio Genedlaethol, lle y bônt yn berthnasol i’n cyfrifoldebau;  
• systemau rheolaeth fewnol y Comisiynydd a’r Prif Gwnstabl, a nodir yn y 


Datganiadau Llywodraethu Blynyddol a’m hadroddiad innau arnynt; a 
• chanlyniadau gwaith arall a wnaed gan yr Archwilydd Cyffredinol ac 


ymarferion paru data. 
19 Byddwn yn adnabod meysydd archwilio lle mae angen i ni ategu’r sicrwydd 


archwilio o’r ddibyniaeth a gafwyd o’r gwaith archwilio a nodir ym mharagraff 14. 
Bydd y gwaith hwn yn ymwneud ag elfennau penodol o’r prosesau llywodraethu 
corfforaethol a rheolaeth ariannol sy’n bodoli ar gyfer y Comisiynydd a’r Prif 
Gwnstabl a bydd yn cynnwys ffocws ar y pwysau ariannol a wynebir, y trefniadau 
monitro sydd ar waith a chydnerthedd ariannol Swyddfeydd y Comisiynydd a’r Prif 
Gwnstabl. 


Ffi, tîm archwilio ac amserlen 


Ffi 
20 Caiff eich ffi amcangyfrifedig ar gyfer 2020 ei nodi yn Arddangosyn 3. Mae’r ffi’n 


golygu nad oes unrhyw newid o’i gymharu â’ch ffi wirioneddol ar gyfer 2019. Mae 
cyfraddau fy ffioedd ar gyfer 2020 wedi cynyddu 3% ar y cyfan; fodd bynnag, bydd 
fy nhimau archwilio’n parhau i lywio effeithlonrwydd yn eu harchwiliadau i sicrhau 
nad yw codiadau mewn ffioedd yn cael eu trosglwyddo i chi. 
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Arddangosyn 3: ffi archwilio  


Mae’r tabl hwn yn nodi’r ffi archwilio arfaethedig ar gyfer 2020, yn ôl maes o fewn gwaith 
archwilio, ochr yn ochr â’r ffi archwilio wirioneddol ar gyfer y flwyddyn ddiwethaf. 


Maes archwilio Ffi arfaethedig (£)2 Ffi wirioneddol ar gyfer 
y flwyddyn ddiwethaf 
(£) 


Archwilio’r cyfrifon 74,756 74,756 
Defnyddio Adnoddau 4,700 4,700 
Cyfanswm y ffi 79,456 79,456 


21 Mae’r ffi ar gyfer yr archwiliad ariannol yn seiliedig ar y cymysgedd o sgiliau sy’n 
ofynnol i gyflawni’r gwaith, ynghyd â’r gyfradd tâl ddyddiol ar gyfer pob gradd o ran 
aelodau o staff. 


22 Bydd cynllunio’n digwydd yn barhaus, ac efallai y bydd newidiadau i’m rhaglen o 
waith archwilio ac felly fy ffi yn ofynnol os bydd unrhyw risgiau newydd allweddol 
yn dod i’r amlwg. Ni fyddaf yn gwneud unrhyw newidiadau heb eu trafod gyda’r 
Comisiynydd a’r Prif Gwnstabl yn gyntaf. 


23 Mae rhagor o wybodaeth am fy ngraddfeydd ffioedd a’r modd y caiff ffioedd eu 
pennu ar gael ar ein gwefan. 


Tîm archwilio 
24 Caiff prif aelodau fy nhîm, ynghyd â’u manylion cyswllt, eu crynhoi yn Arddangosyn 4. 


Arddangosyn 4: fy nhîm 


Mae’r tabl hwn yn rhestru’r aelodau o’r tîm archwilio lleol a’u manylion cyswllt. 


Enw Rôl  Rhif cyswllt Cyfeiriad e-bost 
Richard Harries Cyfarwyddwr 


Ymgysylltu 
02920 320 500 richard.harries@audit.wales  


Jason Blewitt Rheolwr Archwilio 
Ariannol 


02920 320 500 jason.blewitt@audit.wales 


Eleanor Bowdler Arweinydd Archwilio 02920 320 500 eleanor.bowdler@audit.wales  


 
25 Gallaf gadarnhau bod holl aelodau fy nhîm yn annibynnol ar y Comisiynydd, y Prif 


Gwnstabl a’ch swyddogion. Hefyd, nid wyf yn ymwybodol o unrhyw wrthdaro 
buddiannau posibl y mae angen i mi ei ddwyn i’ch sylw. 


 
2 Nid yw’r ffioedd a ddangosir yn y ddogfen hon yn cynnwys TAW, nad yw’n cael ei chodi arnoch. 



https://www.audit.wales/cy/amdanom-ni/graddfeydd-ffioedd-gosod-ffioedd

https://www.audit.wales/cy/amdanom-ni/graddfeydd-ffioedd-gosod-ffioedd

mailto:richard.harries@audit.wales

mailto:jason.blewitt@audit.wales

mailto:eleanor.bowdler@audit.wales
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Amserlen 
26 Byddaf yn darparu adroddiadau, neu allbynnau eraill fel a gytunwyd, i’r 


Comisiynydd a’r Prif Gwnstabl sy’n cwmpasu’r meysydd gwaith a nodir yn y 
ddogfen hon. Caiff fy ngherrig milltir allweddol eu nodi yn Arddangosyn 5. 


Arddangosyn 5: amserlen 


Mae’r tabl hwn yn nodi’r amserlen arfaethedig ar gyfer cwblhau ac adrodd ar fy ngwaith 
archwilio ar y Comisiynydd a’r Prif Gwnstabl. 


Allbwn arfaethedig Cyflawni’r gwaith Cwblhau’r 
adroddiad 


Cynllun Archwilio 2020 Rhagfyr 2019 – Chwefror 2020 Mawrth 2020 


• Adroddiad ar yr Archwiliad o’r 
Datganiadau Ariannol 


• Barn ynglŷn â’r Datganiadau Ariannol 
• Memorandwm y Cyfrifon Ariannol 


Chwefror – Medi 2020 Gorffennaf 2020 
Gorffennaf 2020 
Awst 2020 


Adroddiad Archwilio Blynyddol ar gyfer 
2020 


Hydref – Tachwedd 2020 Tachwedd 2020 


Cynllun Archwilio 2021 Tachwedd – Rhagfyr 2020 Ionawr 2021 


Datblygiadau yn y dyfodol i’m gwaith archwilio  
27 Caiff manylion datblygiadau eraill yn y dyfodol gan gynnwys newidiadau sydd ar 


ddod i’r Safonau Adrodd Ariannol Rhyngwladol, seminarau Cyfnewidfa Arfer Da 
Swyddfa Archwilio Cymru a’m gwaith arfaethedig ar barodrwydd sector cyhoeddus 
Cymru ar gyfer Brexit eu nodi yn Atodiad 3. 


 







Atodiad 1 
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Priod gyfrifoldebau 
Fel y’i diwygiwyd gan Ddeddf Archwilio Cyhoeddus (Cymru) 2013, mae Deddf Archwilio 
Cyhoeddus (Cymru) 2004 yn nodi fy mhwerau a’m dyletswyddau i gynnal eich archwiliad 
ariannol. Fy nghyfrifoldeb i yw cyhoeddi tystysgrif ac adroddiad ar y datganiadau ariannol 
sy’n cynnwys barn ynglŷn â’r canlynol: 
• eu ‘cywirdeb a’u tegwch’, gan ddarparu sicrwydd eu bod: 


‒ heb unrhyw gamddatganiad perthnasol, boed hynny trwy dwyll neu wall; 
‒ yn cydymffurfio â gofynion statudol a gofynion cymwys eraill; ac  
‒ yn cydymffurfio â’r holl ofynion perthnasol ar gyfer cyflwyno a datgelu 


cyfrifyddol. 
• cysondeb gwybodaeth yn yr Adroddiad Blynyddol â’r datganiadau ariannol. 
Rhaid i mi hefyd nodi drwy eithriad os nad yw’r Datganiad Llywodraethu Blynyddol yn 
cydymffurfio â’r gofynion, os na chadwyd cofnodion cyfrifyddu digonol, os nad yw 
datgeliadau sy’n ofynnol ar gyfer cydnabyddiaeth ariannol a thrafodion eraill wedi cael eu 
gwneud neu os nad wyf wedi cael yr holl wybodaeth ac esboniadau y mae’n ofynnol i mi 
eu cael. 
Mae Deddf Archwilio Cyhoeddus (Cymru) 2004 yn ei gwneud yn ofynnol i mi asesu pa un 
a yw’r Comisiynydd a’r Prif Gwnstabl wedi gwneud trefniadau priodol ar gyfer sicrhau 
darbodaeth, effeithlonrwydd ac effeithiolrwydd o ran defnyddio adnoddau. I gyflawni hyn, 
rwy’n ystyried: 
• canlyniadau’r gwaith archwilio a wnaed ar y datganiadau ariannol; 
• systemau rheolaeth fewnol y Comisiynydd a’r Prif Gwnstabl, a nodwyd yn y 


Datganiadau Llywodraethu Blynyddol a’m hadroddiad innau arnynt; 
• canlyniadau gwaith arall a wnaed gan gynnwys gwaith archwilio perfformiad ac 


ymarferion paru data;  
• canlyniadau gwaith cyrff adolygu allanol eraill lle y bônt yn berthnasol i’m 


cyfrifoldebau innau; ac  
• unrhyw waith arall sy’n mynd i’r afael â materion nad ydynt wedi’u cynnwys gan yr 


uchod, ac yr wyf fi’n ystyried ei fod yn angenrheidiol i gyflawni fy nghyfrifoldebau. 
Mae Deddf Archwilio Cyhoeddus (Cymru) 2004 yn nodi hawliau’r cyhoedd ac etholwyr i 
archwilio datganiadau ariannol a dogfennau cysylltiedig y Comisiynydd a’r Prif Gwnstabl, i 
ofyn cwestiynau i mi, fel yr archwilydd, am y cyfrifon a, lle y bo’n briodol, i herio eitemau 
yn y cyfrifon. Rhaid i mi ystyried hefyd a ddylwn i, er budd y cyhoedd, gyhoeddi adroddiad 
ar unrhyw fater sy’n dod i’m sylw yn ystod yr archwiliad. 
Nid yw fy ngwaith archwilio’n rhyddhau’r rheolwyr a’r rhai sy’n gyfrifol am lywodraethu o’u 
cyfrifoldebau sy’n cynnwys: 
• paratoi’r datganiadau ariannol a’r Adroddiad Blynyddol yn unol â’r safonau a 


chanllawiau cyfrifyddu perthnasol; 
• cadw cofnodion cyfrifyddu cywir; 
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• sicrhau rheoleidd-dra trafodion ariannol; a 
• sicrhau gwerth am arian o ran defnyddio adnoddau. 
Mae’r rheolwyr yn cytuno darparu’r canlynol ar fy nghyfer: 
• mynediad at yr holl wybodaeth y mae’r rheolwyr yn ymwybodol ohoni sy’n 


berthnasol i baratoi’r datganiadau ariannol megis cofnodion, dogfennaeth a 
materion eraill; 


• gwybodaeth ychwanegol y gallaf ofyn amdani gan y rheolwyr at ddiben yr 
archwiliad; a 


• mynediad digyfyngiad at bobl yn yr awdurdod yr wyf yn penderfynu ei bod yn 
angenrheidiol cael tystiolaeth archwilio ganddynt. 


Bydd angen i’r rheolwyr ddarparu sylwadau ysgrifenedig ar fy nghyfer i gadarnhau: 
• eu bod wedi cyflawni eu cyfrifoldebau am baratoi’r datganiadau ariannol; 
• bod yr holl drafodion wedi cael eu cofnodi a’u bod yn cael eu hadlewyrchu yn y 


datganiadau ariannol; 
• cyflawnrwydd yr wybodaeth a ddarparwyd ar fy nghyfer at ddibenion yr archwiliad; 


ac 
• i ategu tystiolaeth archwilio arall sy’n berthnasol i’r datganiadau ariannol neu 


haeriadau penodol yn y datganiadau ariannol os wyf fi’n barnu bod hynny’n 
angenrheidiol neu os yw’n ofynnol gan Safonau Archwilio Rhyngwladol.







Atodiad 2 
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Meini prawf i asesu trefniadau ar gyfer sicrhau 
darbodaeth, effeithlonrwydd ac effeithiolrwydd o 
ran defnyddio adnoddau 


Arddangosyn 6: trefniadau corfforaethol 


Trefniadau corfforaethol Cwestiynau ynglŷn â threfniadau 
Sefydlu amcanion sy’n pennu 
polisi a phrosesau 
penderfynu 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau ar gyfer pennu, adolygu a chyflawni ei 
amcanion strategol a gweithredol? 


Diwallu anghenion 
defnyddwyr, rhanddeiliaid a’r 
boblogaeth leol 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu sianeli 
cyfathrebu gyda’r boblogaeth leol, defnyddwyr y 
gwasanaeth, a rhanddeiliaid eraill gan gynnwys 
partneriaid, ac a oes trefniadau monitro i sicrhau bod 
negeseuon allweddol ynglŷn â gwasanaethau’n cael 
eu hystyried? 


Monitro ac adolygu 
perfformiad 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau ar gyfer monitro a chraffu ar berfformiad, i 
ganfod amrywiannau posibl yn erbyn amcanion 
strategol, safonau a thargedau, ar gyfer cymryd camau 
gweithredu lle y bo angen ac adrodd wrth y 
Comisiynydd/Prif Gwnstabl? 


Cydymffurfio â pholisïau 
sefydledig 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau i gynnal system gadarn o reolaeth fewnol, 
gan gynnwys y rhai ar gyfer sicrhau y cydymffurfir â 
deddfau a rheoliadau, a pholisïau a gweithdrefnau 
mewnol? 


Risgiau gweithredol ac 
ariannol 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau i reoli ei risgiau busnes arwyddocaol? 


Rheoli adnoddau ariannol ac 
eraill 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau i werthuso a gwella’r gwerth am arian y 
mae’n ei gael o ran defnyddio adnoddau? 
A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau i sicrhau bod ei wariant yn cyd-fynd â’r 
adnoddau sydd ar gael iddo? 
A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau i reoli a monitro perfformiad yn erbyn 
cyllidebau, gan gymryd camau cywirol lle y bo’n 
briodol, ac adrodd ar y canlyniadau wrth uwch reolwyr 
a’r Comisiynydd/Prif Gwnstabl? 
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Trefniadau corfforaethol Cwestiynau ynglŷn â threfniadau 
Safonau priodol o ran 
ymddygiad ac ati 


A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau ar gyfer monitro a chraffu ar berfformiad, i 
ganfod amrywiannau posibl yn erbyn amcanion 
strategol, safonau a thargedau, ar gyfer cymryd camau 
gweithredu? 
A yw’r Comisiynydd/Prif Gwnstabl wedi sefydlu 
trefniadau sydd wedi’u bwriadu i hybu a sicrhau 
uniondeb a phriodoldeb o ran cynnal ei fusnes? 







Atodiad 3 
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Datblygiadau eraill yn y dyfodol 


A. Newidiadau sydd ar ddod i’r Safonau Adrodd Ariannol 
Rhyngwladol 


Arddangosyn 7: newidiadau i’r Safonau Adrodd Ariannol Rhyngwladol 


Mae’r tabl hwn yn nodi’r newidiadau allweddol yn y dyfodol i’r Safonau Adrodd Ariannol 
Rhyngwladol 


Safon Dyddiad dod i rym Manylion pellach 
IFRS 16 
Prydlesi 


2020-21 Bydd IFRS 16 yn disodli’r safon prydlesi bresennol 
IAS 17. Y newid allweddol yw ei bod yn cael 
gwared gan mwyaf ar y gwahaniaeth rhwng prydlesi 
gweithredu a chyllid ar gyfer lesddalwyr trwy 
gyflwyno un model cyfrifyddu ar gyfer lesddalwyr 
sy’n ei gwneud yn ofynnol i lesddaliwr gydnabod 
asedau a rhwymedigaethau ar gyfer yr holl brydlesi 
â thymor o fwy na 12 mis, oni bai bod yr ased 
sylfaenol yn un â gwerth isel. Bydd yn arwain at 
gydnabod yr holl brydlesi ar fantolen fel ased yn 
seiliedig ar egwyddor hawl defnyddio gyda 
rhwymedigaeth gyfatebol am rentu yn y dyfodol. 
Mae hwn yn newid arwyddocaol o ran arferion 
cyfrifyddu lesddalwyr. 


IFRS17 
Contractau 
Yswiriant 


2021-22 ar y 
cynharaf 


Mae IFRS 17 yn disodli IFRS 4 Contractau 
Yswiriant, a oedd yn caniatáu amrywiaeth o arferion 
cyfrifyddu gan arwain at amrywiaeth gyfrifyddol a 
diffyg tryloywder ynglŷn â chreu a chydnabod elw. 
Mae IFRS 17 yn mynd i’r afael â materion o’r fath 
trwy fynnu model mesur cyfredol, defnyddio 
gwybodaeth wedi’i diweddaru ynghylch 
rhwymedigaethau a risgiau, a’i gwneud yn ofynnol 
cyflwyno canlyniadau gwasanaethau ar wahân i 
incwm neu dreuliau cyllid. 
Mae’n gymwys i’r holl gontractau yswiriant a 
ddyroddwyd, ni waeth pa fath o endid sy’n dyroddi’r 
contractau, felly nid dim ond i gwmnïau yswiriant y 
mae’n berthnasol. Bydd angen i endidau ystyried yn 
ofalus a yw unrhyw rwymedigaethau cytundebol yr 
ymrwymir iddynt yn cyd-fynd â’r diffiniad o gontract 
yswiriant. Os ydynt, bydd angen i endidau 
benderfynu a yw eithriadau cwmpas penodol IFRS 
17 yn berthnasol iddynt. 
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B. Cyfnewidfa Arfer Da 
Mae Cyfnewidfa Arfer Da Swyddfa Archwilio Cymru yn helpu gwasanaethau cyhoeddus i 
wella trwy rannu gwybodaeth ac arferion sy’n gweithio. Cynhelir digwyddiadau lle gellir 
cyfnewid gwybodaeth wyneb yn wyneb a rhannu adnoddau ar-lein. Mae’r prif feysydd 
gwaith yn ymwneud â rheolaeth ariannol, staff y sector cyhoeddus a llywodraethu. 
Rhagor o wybodaeth, gan gynnwys manylion digwyddiadau’r Gyfnewidfa Arfer Da sydd 
ar ddod ac allbynnau seminarau yn y gorffennol. 


C. Brexit: paratoadau ar gyfer ymadawiad y Deyrnas Unedig â’i 
haelodaeth o’r Undeb Ewropeaidd 


Mae’r Archwilydd Cyffredinol wedi adrodd ar baratoadau yng Nghymru ar gyfer ‘Brexit 
heb gytundeb’, ac yntau wedi cyhoeddi adroddiad ym mis Chwefror 2019 a llythyr dilynol 
at y Pwyllgor Materion Allanol a Deddfwriaeth Ychwanegol ym mis Medi 2019. Ar adeg 
llunio’r adroddiad, roedd posibilrwydd y byddai’r DU yn gadael yr UE heb Gytundeb 
Ymadael (y senario dim cytundeb), a allai fod wedi dwyn canlyniadau arwyddocaol ar 
gyfer gwasanaethau cyhoeddus Cymru a’r economi a’r gymdeithas ehangach. 
Yn dilyn yr etholiad cyffredinol, fe wnaeth y Deyrnas Unedig adael yr Undeb Ewropeaidd 
ar 31 Ionawr 2020 o dan delerau’r Cytundeb Ymadael a luniwyd rhwng yr UE a’r DU ym 
mis Hydref 2019. Bydd y cam nesaf yn golygu negodi a chytuno ar y berthynas rhwng y 
DU a’r UE yn y dyfodol.  
Bydd cyfnod pontio hyd at 31 Rhagfyr 2020, pan fydd y DU yn parhau i gyfranogi yn 
rhaglenni’r UE a dilyn rheoliadau’r UE. Mae’r Cytundeb Ymadael yn darparu ar gyfer 
estyniad o hyd at ddwy flynedd yn y cyfnod pontio, gyda chytundeb y DU a’r UE. Y 
dyddiad terfyn ar gyfer estyn y cyfnod pontio yw 31 Mehefin 2020. Mae Llywodraeth y DU 
wedi dweud nad yw’n bwriadu estyn y cyfnod pontio. 
Er bod cytundeb ynglŷn â’r telerau ymadael, mae peth ansicrwydd sylweddol yn dal i 
fodoli: 
• o ystyried yr amserlen dynn iawn ar gyfer dod i gytundeb, ceir posibilrwydd y bydd 


y DU yn gadael y cyfnod pontio ar ddiwedd 2020 heb gytundeb ynglŷn â’r 
berthynas yn y dyfodol. Yn y senario hwn, byddai llawer o’r materion a nodwyd yn 
flaenorol mewn perthynas â ‘Brexit heb gytundeb’, megis amharu ar gadwynau 
cyflenwi, yn codi eto. 


• mae safbwynt Llywodraeth y DU, sef ceisio perthynas yn y dyfodol yn seiliedig ar 
gytundeb masnach rydd (yn hytrach na pherthynas fwy clòs sy’n gyson â’r 
farchnad sengl) yn dwyn goblygiadau nad ydynt yn eglur eto, ond sy’n creu 
cyfleoedd a risgiau ar gyfer economi, cymdeithas ac amgylchedd Cymru. 


• ceir cwestiynau cyfansoddiadol arwyddocaol sydd heb eu datrys hefyd o ran sut y 
bydd pwerau mewn meysydd lle’r oedd llywodraethau datganoledig yn cymhwyso 
cyfraith yr UE yn uniongyrchol, megis datblygu rhanbarthol ac amaethyddiaeth, yn 
cael eu harfer ledled y DU ar ôl y cyfnod pontio. 



https://www.audit.wales/cy/arfer-da

https://www.audit.wales/cy/arfer-da
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Yng ngoleuni’r ansicrwydd hwn, bydd yr Archwilydd Cyffredinol yn parhau i gadw briff 
gwylio ar ddatblygiadau a bydd yn gwneud penderfyniad yn nes ymlaen yn y flwyddyn 
ynglŷn â pha waith, os o gwbl, sy’n ofynnol i fwrw golwg ar baratoadau cyrff cyhoeddus ar 
gyfer naill ai perthynas newydd neu ymadawiad heb gytundeb masnach â’r cyfnod pontio.







 


 


Wales Audit Office 
24 Cathedral Road 
Cardiff CF11 9LJ 


Tel: 029 2032 0500 
Fax: 029 2032 0600 


Textphone: 029 2032 0660 


E-mail: info@audit.wales 


Website: www.audit.wales 


Swyddfa Archwilio Cymru 
24 Heol y Gadeirlan 
Caerdydd CF11 9LJ 


Ffôn: 029 2032 0500 


Ffacs: 029 2032 0600 
Ffôn testun: 029 2032 0660 


E-bost: post@archwilio.cymru 


Gwefan: www.archwilio.cymru 


 



mailto:info@audit.wales

http://www.audit.wales/

mailto:post@archwilio.cymru

http://www.archwilio.cymru/



		Cynllun Archwilio 2020 – Comisiynydd Heddlu a Throseddu Dyfed Powys a Phrif Gwnstabl Heddlu Dyfed Powys

		Crynodeb

		Archwilio’r Cyfrifon

		Swyddogaethau archwilio statudol



		Defnyddio Adnoddau

		Ffi, tîm archwilio ac amserlen

		Ffi

		Tîm archwilio

		Amserlen



		Datblygiadau yn y dyfodol i’m gwaith archwilio

		Priod gyfrifoldebau

		Meini prawf i asesu trefniadau ar gyfer sicrhau darbodaeth, effeithlonrwydd ac effeithiolrwydd o ran defnyddio adnoddau

		Datblygiadau eraill yn y dyfodol

		A. Newidiadau sydd ar ddod i’r Safonau Adrodd Ariannol Rhyngwladol

		B. Cyfnewidfa Arfer Da

		C. Brexit: paratoadau ar gyfer ymadawiad y Deyrnas Unedig â’i haelodaeth o’r Undeb Ewropeaidd








image4.emf
2021 MTFP and 

Precept Report for Panel final for publication.docx


2021 MTFP and Precept Report for Panel final for publication.docx
		January 2019



		Appendix I –Capital Programme 2019/20 to 2029/30










[image: ] 



















Police and Crime 

Commissioner for Dyfed-Powys



2020/21 – 2025/26 Medium Term Financial Plan

Including

a. Precept Proposal

b. Reserves Strategy

c. Capital Strategy





January 2020




[bookmark: _Toc350944920]	

Contents



1. Police & Crime Commissioners Summary & Precept Proposal

2. Organisational Context

3. Operational Performance

4. Force Management Statement

5. Financial Context – Independent Commentary

6. 2020/21 Police Funding Settlement

7. Council Tax Capping/ Referendum

8. Dyfed Powys Police – Financial Context & Police Precept

9. Council Tax Base

10. Police Officer Pensions

11. Priorities & Budget Requirement 2020/21

12. Draft Budget 2020/21

13. Future Funding

14. Medium Term Budget 2020/21 – 2025/26

15. Section 25 & Budgetary Risk

16. Reserves

17. Capital 

18. Public Consultation & Opinion

19. Conclusion





Appendices

A. Delivery Plan

B. Vision 2025

C. Budget 2020/21 – 2025/26

D. Section 25 Chief Finance Officers Report

E. Risk Assessment of Material Budgets

F. Reserves Strategy

G. Reserves 2019/20 – 2024/25

H. Capital Strategy

I. Capital Programme 2019/20 – 2029/30
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Police and Crime Commissioners Summary and Precept Proposal 



1.1 One of my key responsibilities as your Police and Crime Commissioner (Commissioner) is to set the precept each year.  This precept is the amount of taxation that is raised through local council taxpayers to support policing services.  In doing so, I take into account a number of different factors including the Chief Constable’s future resourcing requirement, the level of reserves, feedback from residents of Dyfed-Powys and future plans for investment in infrastructure. 



1.2 The statutory arrangements established under the Police Reform and Social Responsibility Act state that:



· I must notify the Police and Crime Panel (P&CP) of the proposed precept by the 1st February.

· The P&CP must review the proposed precept by the 8th February

· If the P&CP vetoes the proposed precept I must notify the P&CP of my revised precept by the 15th February

· The P&CP must review the revised precept by the 22nd February

· I must set a precept by 1st March.



1.3 Within corporate governance arrangements, regular discussions take place between the Chief Constable and I about the current and future financial position of the Force which consider in detail plans for resourcing levels, demands for police services at a local, regional and national level along with future investment requirements.  These are all factors which I consider carefully when determining my proposed level of police precept and the Force’s budget for 2020/21.



1.4 Having recognised the critical nature of the financial situation the Chief Constable established a Finance Gold group during 2018. This Gold group continued until late 2019 was chaired by the Chief Constable and attended by all senior managers ensuring that there was a very clear and co-ordinated approach to financial management and understanding of financial issues across the organisation.  The work of this group has now been fully subsumed into revised governance arrangements introduced during 2019, with a newly formed Finance, Efficiencies and Futures Board.



1.5 Four specific sub groups were established, and these continue to operate with focussed representation.  Much of the work undertaken has been consolidated to inform this Budget, Medium Term Financial Plan (MTFP) and my precept proposal:

· MTFP – reviewing reserves, police officer numbers, external funding;

· Overtime - critical review of arrangements and requirements;

· Procurement - critical review of arrangements and spend for contracts/ supplies & services;

· Income Generation – reviewing opportunities for income maximisation.



1.6 The scale of financial challenges are well understood within the Force and my Chief Finance Officer (CFO) continues to work very closely with the Director of Finance (DOF) and his team to continue to critically review and develop financial management arrangements.  It is also pleasing to report that both my CFO and the DOF lead on national sub groups, under the Chartered Institute of Finance and Accountancy (CIPFA) Financial Excellence in Policing Programme, which consider financial management and financial data and analysis. 



1.7 The Chief Constable continues to report financial performance monthly through Policing Board and quarterly through Police Accountability Board with updates also being provided as a result of actions arising from the Finance, Efficiencies and Futures Group.  My CFO meets bi weekly with the Director of Finance (DOF) and works closely with the Corporate Finance team on specific areas of action. 



1.8 The Chief Constable strengthened his Finance team during late 2018 and these arrangements have continued to embed, facilitating significant improvements in financial management, reporting and support arrangements. It is also pleasing to note that Corporate Finance delivered financial management training for senior managers during 2019.



1.9 The Chief Constable submitted the second Force Management Statement (FMS) during 2019.  This statement comprehensively sets out the current position, priorities and forward plans considering financial resources, future demand for services and the assets and staffing resources which the Force will need to deliver a fit for purpose policing service in terms of capacity, capability, serviceability and wellbeing.  The executive summary of the FMS is included in section 3 and the financial implications arising have been reflected within this MTFP where appropriate. 



1.10 The most recent Her Majesty’s Inspectorate of Constabulary and Fire & Rescue Services (HMICFRS) integrated Police Efficiency Effectiveness and Legitimacy (PEEL) inspection took place in late 2018 and the results were published by in the spring of 2019. The main findings were:

· the force is good at reducing crime effectively and keeping people safe

· the force requires improvement in how it operates efficiently and sustainably

· the force requires improvements in how it treats the public and its workforce legitimately



1.11 It was disappointing that the Forces hard work had not been recognised  in a few areas but the Chief Constable put in place arrangements to address these issues as a matter of urgency and it is reassuring to note that HMICFRS have recognised the progress that has been made during the year.  The MTFP for 2020/21 seeks to continue to address these issues. The date for the next inspection has not been announced as yet.



1.12 Much has been achieved over the last year with continued investment in estates and critical IT infrastructure with the installation of In-Car Video, continued roll out of CCTV across the Force area, continued investment in Body Worn Video and Automatic Number Plate Recognition infrastructure. 



1.13 I am also delighted that the work of my office has been recognised with a number of national awards in relation to the CCTV project, the quality of our Independent Custody Visiting Scheme and the office’s transparency to name but a few, being received during 2019.  My office has also been instrumental in supporting me in hosting the first All Wales Youth Police Convention for police cadets and achieving Knife Angel’s first visit to Wales with ensuing community engagement activity. Furthermore, I launched a new initiative in November, the first of its kind in Wales, which aims to divert low level offenders away from the criminal justice system and reduce reoffending in the Force area.  



1.14 Importantly it is also very pleasing that the view of our communities on whether the police do a good or excellent good is sixth best in England and Wales at 65.4% and that Dyfed-Powys is deemed to be the safest place to live in England and Wales.



1.15 The Chief Constable has undertaken a thorough review of the Force’s demand for the complex array of services that it provides.  I am supportive of the improvements that the Chief Constable continues to implement which seek to address issues identified within the Force Management Statement and support the priorities that I set out in my Police and Crime Plan. 



1.16 In terms of police funding, it is important to outline the background of the last few years.



1.17 In December 2017 the Minister for Policing announced that investment for police would increase by up to £450m for 2018/19 with most of this additional funding coming from PCCs raising their Band D council tax precept by £12 per year. The Government also outlined clear expectations in relation to productivity and efficiency which if met would see continued precept flexibility and protect future grant settlements. 



1.18 In October 2018, the then Prime Minister Theresa May announced that after eight years of cuts and tax increases, austerity was over and pledged that, after the exit from the European Union, the government would seek to boost investment in public services while continuing to reduce debt. The Chancellor of the Exchequer’s Autumn Budget 2018 announcement recognised that the Police were under pressure from the changing nature of crime and stated that there will be further consideration given to police during the provisional settlement in December. 



1.19 To deliver this commitment, the final settlement for 2019/20 provided £970m additional funding with approximately £813m for local policing: £153m pension grant, £161m additional core grant funding to provide all forces with a 2.1% increase and £509m from additional precept flexibility to raise local taxation by raising precept by £24 per year per Band D property. The settlement also set out a number of expectations and priorities to “drive efficiency, productivity and effectiveness.” All but three Commissioners across England and Wales raised precept in line with the Government’s flexibility.



1.20 There have been many uncertainties during 2019/20 as a consequence of both the proposed exit from the European Union and political turmoil which has had implications for medium term financial planning.



1.21 As part of his initial pledges, the new Prime Minister outlined his commitment to recruit 20,000 police officers over the next three years to increase police visibility and address recent increases in recorded crime.  



1.22 In September 2019, the government declared that it had “turned the page on austerity" as it set out plans to raise spending across all departments.  The Chancellor outlined that the government was committed to tackling crime and keeping people safe. To support this, the Spending Round confirms for 2020-21:

· an extra £750 million for policing to begin delivery of the government’s commitment to recruit 20,000 officers by 2023 (up to 6,000 officers are to be in place by the end of 2020-21). In addition, the government would spend £45 million in 2019-20 to kick start recruitment, bringing in up to 2,000 additional officers this year. 

· increasing the budget for counter-terrorism policing in line with inflation, including continuing the additional £160 million announced at Budget 2018, which maintains current counter-terrorism capability and protects officer numbers.



1.23 On the 8th October, the Home Secretary set out her vision for policing when she chaired the Government’s newly formed National Policing Board, involving representatives of frontline officers and police leaders.  On the 9th October 2019, the Home Office then confirmed the initial allocations of Operation Uplift which would support 6,000 additional officers across England and Wales by March 2021.   For Dyfed Powys Police this allocation was set at 42 additional officers.



1.24 Albeit these announcements were much welcomed, representations were made by both the Chief Constable and myself as well as nationally by the Association of Police and Crime Commissioner and National Police Chief Council to seek clarity about the nature and sustainability of the funding to support delivery.  



1.25 Under section 46 of the Police Act 1996 every year the Secretary of State is required to lay a report in Parliament setting out the police funding settlement for the next financial year, including the level of grants to be made, and force funding levels. This usually comprises three stages: a provisional police funding settlement (usually set out in December), a consultation period, and a final report, as required under section 46. The final report is laid before Parliament for debate and a vote in the House of Commons, which usually takes place in late January or early February.  



1.26 On the 19th November, the Home Office wrote to advise that as a consequence of the General Election on 12 December, Parliament had been dissolved. This meant that, unlike in previous years, it would not be possible to announce a provisional settlement in Parliament in December.



1.27 The lack of clarity and continued uncertainties around both core and specific grant funding make both short and medium term planning very difficult. On the 18th December the National Police and Crime Commissioners Association wrote to the Minister for Crime and Policing to seek assurances that:



· The £750 million would take account of central government’s share of inflationary impacts and unavoidable costs pressures on police budgets, recognising that these costs have largely been borne by local council taxpayers over the last two years and that although the recent 2.5% pay award for police officers was welcomed, it imposes additional cost pressures.

· The funding for Regional Organised Crime Units (ROCUs) and the pension grants for last year would be consolidated into base funding and clearly separated from the £750 million investment in Operation Uplift. 

· As the police service continue to face financial challenges in 2020-21 that there needed to be a flexible approach to precept setting to ensure all police forces have the resources they need in addition to and separate from the Operation Uplift programme.

· Clarification be given to the Home Office expectations of an additional £120 million in target savings.

· Early indications on the detail of the settlement be provided to facilitate budget decisions.

· The letter also welcomed the opportunity to work together on a revised police funding formula and the Comprehensive Spending Review to develop transformational strategies for policing and community safety with government and other policing partners. 



1.28 The National Police Chief Council also wrote to the Policing Minister on  18th December outlining:

· Chief Constables commitment to contribute to the review of Serious and Organised Crime being undertaken by Sir Craig Mackay;

· Seeking a long term resolution to existing cost pressures;

· Seeking assurances regarding the nature of funding to support Operation Uplift and the importance of recognising that these costs will rise on an annual basis;

· Seeking clarity about expectations regarding future cashable savings, reinforcing that considerable steps have already been made to exceed the £350m efficiency target set by government and the importance of recognising the creation of the Police Commercial Organisation;

· Concerns regarding the level of reallocations made against the police grant to central activities which in 2019/20 reached 11.4%. Of most concern being the level of allocation and performance issues of a number of Home Office Technology Programmes which also have local force cost implications. 

· Requesting consideration of precept flexibilities for PCCs to allow for growth whilst minimising potential difficult choices, outlining that the each context of each force is unique.



1.29 Despite the government’s positive announcements, it is also important to be mindful of the independent commentary over recent years in relation to Police sustainability, funding, resilience and increased burdens which include significant increases to employer’s pension contributions and pressures arising from the changing nature of crime.  This commentary highlights and confirms the very critical and precarious position that Dyfed-Powys and the police service face.  As Commissioner I have continued to articulate these concerns at every opportunity reinforcing the very significant impacts and risks that threaten our local communities. 



1.30 The Chief Constable and I held a Finance Seminar on the 3rd December 2019 for members of the Police and Crime Panel, Joint Audit Committee and Wales Audit Office.  The purpose of the event was to allow the Force to present a summary of the operational environment that they work within and the impact that this has on their demand levels and therefore resource requirements for 2020/21 and beyond.



1.31 The seminar also covered the steps taken so far in preparing the 2020/21 budget and the draft position, including budget assumptions, pressures, funding context, savings, efficiency measures and the significant investment requirements which are needed to underpin the delivery of policing services. This allowed a valuable opportunity to present on both the operational and financial challenges and context which impact on my plans for the precept for 2020/21.



1.32 The much awaited police grant settlement was received on the 22nd January 2020.  In outlining the settlement the Government set out its commitment to backing the police service, putting 20,000 extra police officers on the streets, and putting violent criminals behind bars for longer. Both the Home Secretary and Policing Minister recognised the productive engagement they had had with the service which had allowed for a clearer picture of the changing nature of demands and the capabilities needed to respond robustly to the challenges.  They also paid tribute to police forces and police staff around the country for their exceptional bravery, dedication and hard work and outlined their determination to give the service the resources it needs to crack down on crime, deal robustly with the criminals exploiting the vulnerable and to improve outcomes for the victims of crime.



1.33 The 2020/21 grant settlement for Dyfed-Powys is £56.617m being £4.967m/ 9.6% higher than 2019/20.  This settlement includes the continuation of the specific grant of £1.302m which was introduced in 2019/20 to partly mitigate pressures arising from changes to the employer’s contribution rate for Police Officer pensions. The 2020/21 settlement also includes an increase in core funding of £3.768m along with a specific ring-fenced grant of £1.190m to support the recruitment and infrastructure costs of additional officers as part of Operation Uplift which would be paid subject to recruitment performance. The settlement also reflect a significant reduction in the allocation for Capital grant from £325k to £85k.



1.34 The police grant settlement also announced precept flexibility for English Police and Crime Commissioners of £10 per band D property, and the headline figures published in the Governments press release have assumed that all Commissioners in England and Wales will take full advantage of this flexibility.  It is however important to recognise that the arrangements between England and Wales differ and that financial positions vary considerably.  More details are outlined in section 7. 



1.35 The Government also outlined their expectations that the police, and all other public bodies, must continue to focus on improving efficiency and productivity to demonstrate to the taxpayers that they are getting the most out of increased funding and delivering the uplift in police officer numbers.  These expectations are detailed in section 6. 



1.36 In order to deal with the scale of financial pressures in 2019/20, I increased the council tax precept in line with the Governments flexibilities by £24.  This resulted in a council tax precept in Dyfed-Powys of £248.56 for an average band D property.  This was the lowest in Wales and compared with £257.52 in South Wales, £255.53 in Gwent and £278.10 in North Wales.  It is also worth highlighting that Dyfed-Powys has had the fourth lowest council tax precept increases across England and Wales since 2012/13.



1.37 To inform my considerations for 2020/21 and in order to fulfil my responsibilities as Commissioner, I consulted with the public to obtain their views on the level of police precept increase.  I was delighted to see a further increase in the numbers of Dyfed-Powys residents participating in this consultation.   Six out of ten (60%) of those who responded to were supportive and willing to pay an additional £1.50 or £2 each month through the Police Precept, with 40% willing to pay an additional £1 each month. I have considered these responses carefully in determining my precept proposal for 2020/21.  The results of this consultation are outlined in section 18 of this report.  



1.38 In deciding on a police precept for 2020/21, I consider very carefully the current financial position of the organisation, future investment plans, reserves position, wider financial context and the equality impacts of budgetary options. 



1.39 At this point in the financial year, there have been a number of operational and organisational pressures but the Chief Constable is confident that these have been carefully managed and will be mitigated meaning that financial performance will be broadly in line with the budget set for 2019/20.



1.40 The continued investment in estate and critical IT and fleet infrastructure, use of financial reserves to support priorities and operational delivery within the revenue budget has seen the continued reduction in the level of reserves over the medium term. Useable reserves stood at £16.215m at 31st March 2019, split between earmarked revenue reserves, capital reserves and a general reserve.  Useable reserves are predicted to reduce to £6.642m by 2024/25, albeit that this includes ring-fenced reserves of £1.578m which are being held on behalf of third parties or for collaborative arrangements.  



1.41 Albeit that this planned utilisation is very much in line with ministerial expectations in relation to the level of reserves being held, it does mean that there will be very little spare capacity to safeguard and mitigate against the costs of unexpected events and support future capital investment in critical infrastructure.  



1.42 Much work has been undertaken during the year to consider financial and investment requirements over a longer time frame.  Albeit that it contains a number of assumptions and uncertainties this MTFP includes a capital programme which has been extended to cover a 10 year period.  These will of course be revisited as clarity arises and annually, as part of the formal budget and precept setting.



1.43 As outlined above the cut in capital grant from £325k to £85k per annum, is wholly insufficient to support the comprehensive programme of capital investment in Estates, Fleet and Information Technology that are critical to support a modern day policing service. The MTFP therefore includes a significant trajectory of increases in revenue contributions to capital over the next 10 years along with assumptions in relation to prudential borrowing and the consequential revenue costs of financing.  Ultimately both of these put additional pressure on the revenue budget.



1.44 Future funding continues to be uncertain but the APCC and NPCC continue to work closely with Home Office and wider policing partners to develop co-ordinated law enforcement submission for the next Comprehensive Spending Review (CSR) submission.  



1.45 There has been much discussion and significant work carried out nationally over the years to review and create a new model to distribute funds across police forces in England and Wales.  We understand that work is likely to recommence in the near future and both the APCC and NPCC have committed to be support this work. Albeit that we cannot predict the final outcome, it is important to note the significant risk as the last, unimplemented formula review would have seen Dyfed-Powys receiving £8m less in funding.  Given the potential scale and impact of the outcome, the Chief Constable and I have agreed that this risk be recorded on the Strategic Risk Register.  Reductions have not been assumed within the MTFP and a Gold Group would be established should this scenario become more likely.  



1.46 Given the array of pressures and service demands faced, I have carefully considered the significant impacts and risks that threaten our local communities along with the expectations detailed in ministerial statements to determine my precept proposal for 2020/21 and MTFP to 2025/26.  



1.47 I therefore submit my precept proposal for scrutiny by the Dyfed-Powys Police and Crime Panel which will raise the average band D property precept by £1 per month or £12 per annum to £260.56, a 4.83% increase. This increase will raise a total precept of £58.793m.  This will provide a total of central and local funding of £115.402m representing a 7.96% increase on funding levels in 2019/20.  



1.48 This level of funding will enable the Force to continue to focus on the delivery of the Police & Crime Plan, address priorities detailed within the Force Management Statement and continue to safeguard the communities of Dyfed-Powys.



1.49 This report aims to provide Dyfed-Powys Police and Crime Panel Members with the information necessary to scrutinise my precept proposal and provide information in relation to the operational and financial context which underpin the resourcing requirements and assumptions for 2020/21 and beyond. 








2. [bookmark: _Organisational_Context_and][bookmark: _Toc504048822][bookmark: _Toc350944921][bookmark: _Toc361819665]Organisational Context



2.1 Spanning 4,188 square miles, Dyfed-Powys is the largest force area in England and Wales. With 13,842 miles of roads, 2 large ports, 350 miles of coastline and vast areas of countryside, the geography presents us with significant demand and resourcing challenges. 



2.2 The resident population of 515,870 is spread across extensive rural areas, holiday and market towns and more heavily populated areas. The draw of tourism presents unique demands with large numbers of tourists visiting key towns such as Tenby and Brecon. This presents its own implications for crime, anti-social behaviour and roads policing. 



2.3 Ensuring the workforce is visible to improve victim satisfaction, protect the vulnerable, prevent crime and bring offenders to justice is challenging given the vast area policed. 



2.4 The Dyfed-Powys Police service has invested significantly in digital policing, providing front line officers and PCSOs with access to force systems through mobile data terminals and body worn video cameras, as well as introducing vehicle based telematics to enhance incident response and rolling out an extensive CCTV programme. 



2.5 Since the 2010 comprehensive spending review, central grant funding has reduced by 21% or £13m; the Force has been required to make savings of £29.5m. 



2.6 Against this backdrop, demands continue to grow and become increasingly complex. The Force has experienced increases in recorded crime with incidents involving mental ill-health and more complex inquiries into child sexual exploitation and cybercrime increasing.

 

2.7 The Welsh language is spoken by 32% of Dyfed-Powys residents compared with the national average of 19%. As a service we are committed to ensuring that the workforce is representative of the communities it serves so that members of the public are, whenever possible, afforded the opportunity to communicate with us via the medium of Welsh. 



2.8 The Force has experienced changes to its Chief Officer team but has benefited from stable executive leadership under the Chief Constable with clear strategic direction, evidenced through assessments from external regulators. 



2.9 The four priorities of the Police and Crime Plan underpin all aspects of operational and organisational delivery: 

· Keeping our communities safe. 

· Safeguarding the vulnerable. 

· Protecting our communities from serious threats. 

· Connecting with our communities. 



2.10 To meet the priorities of my Police & Crime Plan, the Force has developed both a delivery plan for 2017-21 and Vision for 2025, which are shown in Appendix A and B respectively.  These high level documents are underpinned by detailed plans. The plans recognise the challenging operational environment, the need for continued investment to support sustainable services and the requirement to match force resources and assets to meet force demand appropriately.



3	Operational Performance

3.1	During recent years, overall recorded crime volumes in Dyfed-Powys have continued to rise, however recent volumes suggest a relatively stable trend. The overall figure covers a broad range of crimes and offence categories. The period ending September 2019 identified notable fluctuations in violence against the person, public order offences, miscellaneous crimes against society and possession of weapon offences. Decreases in theft and arson and criminal damage offences have been experienced when compared to the same period last year. Furthermore, Dyfed-Powys continues to record the lowest rate of crimes per 1000 population when compared to all other forces in England & Wales. 



3.2 The following graph details overall crime levels since January 2017, albeit is should be noted that there have been changes nationally which have impacted on the reporting of crime which accounts for some of the increase.  Much work has been done by the Force to improve crime data integrity and the Force’s focus on vulnerability over the last year has realised a positive increase in the reporting and recording of crimes.



Graph 1 : Crime Levels
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3.3 The Crime Survey for England and Wales has measured crime since 1981. Used alongside police recorded crime data it is a valuable source of information for the government about the extent and nature of crime in England and Wales.  The key findings for Dyfed-Powys to emerge from the latest survey are:



· The estimated percentage risk of a household being a victim of a household crime are considered moderately lower than previous quarters and exceptionally lower than the national average.



· Public perception of noisy neighbours and people being drug or rowdy is statistically lower than previous quarters and is also lower than the national average.



· Public perception of people using or dealing drugs is statistically lower than previous.



· Public perception of having experienced or witnessed ASB is exceptionally lower than the national average.



· Perceptions of whether the police would treat people with respect is both statistically lower than previous quarters, but is higher than the national average.



· Public perceptions of whether the police are doing a good or excellent job is statistically lower than previous quarters.



· Perceptions of whether the police are dealing with things that matter to people in their area is statistically lower than previous quarters.



3.4 Call volume to report matters to police has increased over time and follows a similar trend to the seasonal variance experienced locally. Call volume peaked at 23,841 calls to the FCC during July 2019, while December 2019 illustrated the lowest volume at 18,416 calls.  Interestingly year to date figures demonstrate that total call volume has decreased by 14% since 2015 (190,157 vs. 220528 calls, respectively).



3.5 Key areas of vulnerability for Dyfed-Powys Police are assessed through a risk assessment process known as a MoRiLE (Management of Risk in Law Enforcement) assessment.  Partners are brought together to draw on experience and evidence of key areas of threat, risk and harm so as to determine resource allocation and focus for policing.  The outcomes of this exercise inform the Control Strategy for Dyfed-Powys Police.  With the cross cutting themes are County Lines, Vulnerability and Digital Enabled Crime, as at November 2019, the priorities are:



· Class A drugs and New Psychoactive Substances

· Cyber Dependent Crime

· Domestic Abuse

· Impacts arising from the exit from the European Union (Brexit)

· Child Sexual Exploitation and Abuse



3.6 Dyfed-Powys Police was inspected in tranche one of the HMICFRS 2018 PEEL inspection.  The main findings were: 



· The force is good at investigating crime. But it needs to improve how it prevents crime and anti-social behaviour. The neighbourhood policing service it provides to the public is inconsistent.

· The force is good at understanding and identifying vulnerability but officers do not always complete a risk assessment when they respond to reports of domestic abuse. This means that the force may not be adequately protecting vulnerable people

· The force has improved some of its crime-recording processes but has more work to do

· The force needs to understand its current and future demand better. This should help it develop clear plans to make sure it uses its resources efficiently.

· Limited progress in how the force makes sure it treats its workforce fairly. 

· It also has more to do to assure itself that it has the capacity and capability to root out corruption.



3.7 Since then, much has been done to improve how we safeguard the vulnerable and give protection from serious harm.  All elements of the control strategy have an associated Protect, Prevent, Prepare and Pursue action plan.  The action plans are included within the Force Tasking and Co-ordinating Group Meetings that are held quarterly and chaired by the Assistant Chief Constable.  Control strategy priorities are considered at Performance & Tasking meetings, while intelligence relating to the control strategy is discussed at both force and county level intelligence meetings.



3.8 In terms of the most serious offences Dyfed-Powys Police has recorded 49 homicides since 2008/9.  It should be noted that both the year on year fluctuations and nature of each individual case can have significant impacts on associated costs.



3.9 To better understand public opinion of local policing two key repositories of information are analysed.  These are the Crime Survey for England and Wales which offers public perception of policing and the Victim Satisfaction Survey which provides victim experience of policing.  The CSEW is carried out by the ONS and the Victim Satisfaction Survey is carried out by police staff within DPP.  






3.10 The level of public perception is one of the highest in the country with 65.4% rating the work that Dyfed-Powys Police do as good or excellent:



Graph 2 : Level of Public Perception – Good or Excellent
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3.11 In terms of Victims Satisfaction on average 75% were satisfied with their whole experience but the Force recognises that there is work to do to focus on keeping victims up to date.



Graph 3 : Victim Satisfaction
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3.12 The following graphs outline the changing profile in Police Officer, PSCO and Police Staff strength over the last 10 years against the wider national picture.  The balance of resourcing levels is critical in dealing with ever evolving and changing demands and the Chief Constable manages and controls this through internal governance arrangements.  Future staffing levels are detailed in section 11.4.7.3 and this reflects anticipated Police Officer numbers increase to 1,180 by March 2021. 



Graph 4 : Profile of Workforce Movements







Graph 5 : National Profile of Workforce Movement
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· Nb Other include Police Specials on headcount not full time equivalent





4 Force Management Statement



4.1 The Chief Constable submitted his second Force Management Statement (FMS) during 2019 as a self-assessment for Her Majesty’s Inspectorate of Constabulary and Fire & Rescue Service (HMICFRS).  This statement is an explanation of: 

 

· The demand the force expects to face in the next four years. 

· How the force will change and improve the condition, capacity, capability, serviceability, performance and security of supply of its workforce and other assets to cope with that demand. 

· How the force will improve to make sure the gap between future demand and future capacity is as small as it can be

· The money the force expects to have to do all the above. 



4.2 The force priorities in line with the Police and Crime Plan are: 



· To support and protect the most vulnerable in our communities 

· To improve standards across the organisation by doing the basic brilliantly 

· To improve victim satisfaction and confidence in policing 



4.3 In the PEEL Spotlight Report May 2019, HMICFRS acknowledged that Police forces in England and Wales are straining under significant pressures as they try and meet growing and complex demand with dwindling resources.  It is further anticipated that demand for Police Services will be affected by future social, economic, environmental trends in the following six key areas: 



· Population

· Health

· Economy and infrastructure

· Climate change 

· Land Use and Natural Resources 

· Society and Culture

 

4.4 The Welsh Government Future Trends Report 2017 indicates that the population will continue to increase and the number of people over 75 will increase from 9% (2013 figures) to 13% in 2030. The aging population will increase demand particularly with regards to Mental Health and wellbeing. It is considered that the continuing developments in broadband will go hand in hand with an increase in cyber and online related crime. Global Climate change will increase the probability of significant weather related events, including flooding. This has a potential to impact upon public health and wellbeing and will increase policing demand. Political decisions regarding funding, particularly in relation to Health Care may increase demand particularly with regards to Mental Health.  



4.5 Dyfed-Powys Force Management Statement has identified the most significant gaps and challenges to face the force



4.6 Finances

4.6.1 The force and policing nationally continue to face significant future uncertainties that will impact capital and revenue budgets. There is uncertainty as to whether the challenging operational context in relation to future likely demand, will be recognised in the formula and spending review.  



4.7 Effectiveness - reducing crime and keeping people safe 

4.7.1 The nature of crime is becoming more complex, we are seeing an increase in reporting of sexual offences and digital related crime. This brings challenges around timeliness of enquiries with the requirement for the examination of digital devices and third party material. Dyfed-Powys Police is continuing to raise officer’s knowledge and awareness on proportionate investigation whilst seeking to achieve the best outcomes for victims. This is against the national backdrop of forces facing difficulties recruiting Detectives to investigate the most serious and complex crimes. 



4.7.2 The force is projecting an increase in reported domestic related abuse cases following recently improved force processes and awareness training. The growth in reported cases will ensure the force protects all vulnerable victims but will increase demand on both internal and external victim support services that are also facing austerity. 



4.7.3 Dyfed-Powys is predicting an 8-10% projected increase in Registered Sex Offenders and the requirement for management with Offender Managing Units already working at capacity. The force recognises that it will need to re-consider how if effectively and safely manages low risk offenders in future. 



4.7.4 The force is not alone in facing the emerging threat of County Lines, with Organised Crime Groups targeting vulnerable people and committing serious offences. The force has invested in raising officer’s awareness and capability in dealing with investigations and safeguarding. However the true picture and demand is unknown, along with the threat to the community it serves. Dyfed-Powys Police is reviewing its Crime Management System, to identify other crimes that may be linked to such activity to build greater understanding to keep its communities safe. 



4.7.5 Political uncertainty in particular Brexit and the impact it will have in Wales, brings uncertainty for all forces around the impact of timings of change. This may lead to civil unrest and impact on Border Agencies and Counter Terrorism capabilities. The force has a strategic lead who is working with partner agencies to prepare for all potential outcomes. 



4.7.6 In 2018, Dyfed-Powys Police experienced an unprecedented increase in demand in homicide and major crime investigations. The impact of this unpredicted demand for a relatively small force was felt across the staff, services and finances. The force is reviewed training and specialist deployments to ensure it continues to be able to provide the highest quality investigations and keep the community safe. 



4.7.7 HMICFRS reported in their 2018/19 PEEL (Police, Effectiveness, Efficiency and Legitimacy) assessment, that Dyfed-Powys Police needs to improve how it prevents crime and anti-social Behaviour. In January 2019 a Chief Inspector was appointed to lead a Neighbourhood Policing Change Programme to ensure a consistent model across the force. The force has re-structured how it delivers prevention tactics and will need to evaluate the impact and effectiveness of these changes in 2020. 

 

4.8 Efficiency – how the force operates and sustains its service to the public 

4.8.1 Dyfed-Powys Police has been told by HMICRFS that it needs to have a better understanding of demand and what affects it, so that it can use its resources efficiently. The force is improving its understanding of what the public expects, which will help it for the future. Chief Officers have reviewed internal departmental structures and existing demand work to ensure a more comprehensive picture is available to inform business planning and resource allocation. 

4.8.2 The force is committed to being accessible and supporting those in rural communities, by investing in technology to allow the public to report crime online. There remains uncertainty around impact of Single online Home and demand, whilst online reporting could decrease demand in officer reporting other forces report a potentially 40% increase in reported crime. 



4.9 Legitimacy – treating the public and staff fairly 

4.9.1 HMICFRS reported in their 2018/19 PEEL assessment that Dyfed-Powys Police requires improvement in behaving ethically and lawfully, in particular how it spots and manages risk of corruption. The force predicts an upward trajectory of Anti-Corruption Unit referrals, partly attributable to technical advances and will seek to review the department to ensure it has enough people and resources to do this work.



4.9.2 Dyfed Powys Police is considered good at looking after its force’s wellbeing, however it acknowledges that nationally austerity, change and potential uncertainty around staffing levels, continue to present challenges. This poses a significant risk to psychological risk to the health and wellbeing of its workforce and recognises the high turnover of staff within its Force Command and Control Centre. Dyfed-Powys Police is committed to understand and address this, ensuring its treats the workforce fairly and with respect. 




5 Financial Context – Independent Commentary



5.1 The financial challenges facing the police service have been well documented and commented upon during both 2018 and 2019 with a number of professional and independent high profile studies and reports.  The salient finance issues are highlighted as follows:



5.2 The Home Affairs Committee Policing for the Future Report issued on 22nd October 2018 is far reaching and makes 66 very critical conclusions and recommendations based upon research and substantial evidence.  Specifically in relation to funding, the report states:



a. “The Government must be clear and accurate about police funding, and the resource pressures facing forces. We welcome the Home Secretary’s commitment to prioritising police funding in the next Comprehensive Spending Review (CSR), and the Policing Minister’s clear recognition that the service requires additional resources to enable it to meet changing demands. We agree with them. Policing urgently needs more money. We strongly recommend that police funding is prioritised in both the upcoming Budget and the next CSR.



b. Given the complex challenges outlined in this report, we have no doubt that a failure to provide a funding uplift for policing would have dire consequences. Efficiency savings can only go so far, in the context of the challenges that forces now face: substantial increases in serious violence and volume crime; a rise in complex cases, including child sexual offences and domestic abuse; an ever-growing workload from safeguarding vulnerable people, and an explosion of internet crime, with the evidential challenges that creates. Without extra funding, something will have to give, and the police will not be able to fulfil their duties in delivering public safety, criminal justice, community cohesion and public confidence.



c. We are extremely concerned by the National Audit Office’s recent conclusion that the Home Office does not know whether or not the police system is financially sustainable, and cannot be sure that funding is being directed to the right places. Future investment must be strategic and evidence-based, ensuring that resources are focused in the areas in which they can have the most impact on crime prevention and harm reduction, and not just those areas that might attract the most favourable press coverage.



d. The current model for police funding is not fit for purpose, and should be fundamentally revised and restructured. Such heavy reliance on the council tax precept for additional funding is also unsustainable. It is time to stop kicking this problem into the long grass, and create a funding settlement for Forces that is fit for the 21st century, recognising the true cost of policing. This must be based on robust evidence on resource requirements arising from diverse and complex demands. It is also likely to require more resource to be channelled to regional levels, to address the structural challenges outlined later in this report.



e. The police service is playing an increasing role in managing vulnerability and risk across public services, and many individuals have complex needs which cross organisational boundaries. In Chapter 2, we referred to models involving the co-location of police officers or PCSOs with other agencies, to work on interventions for individuals in greater need of holistic support. The Government should undertake a review of models that enable the police to pool resources with other public agencies, and facilitate these arrangements where they would enable a more joined-up, effective and cost-efficient response.



f. Many witnesses highlighted the challenges created by the short-term approach to police funding. This is an unnecessary obstacle to investment in innovation, and it disincentivises medium and long-term financial planning. The Government should move to a longer-term funding structure, to enable the service to frontload investment in the technology that will enable it to make the best use of its resources and assets. The Police Transformation Fund is a piecemeal and ad hoc method for funding innovation and new technology in policing, and a much more coordinated, long-term approach is required.”



5.3 In September 2018, the National Audit Office (NAO) released their financial sustainability report for police forces in England and Wales. In 2015, the NAO had previously reported on financial sustainability for police forces and concluded that ‘there were significant gaps in the Department’s understanding of demand and of pressures on the service, and it needed to be better informed to discharge its duties of overseeing the police and distributing funding’.



5.3.1 The report highlights some very stark figures in relation to both the cuts and top slicing that have dramatically impacted on policing services and the increasing reliance on local funding and points to the disparity between forces’ ability to raise income through the precept. Capital funding that forces receive is now minimal with the service becoming increasingly dependent on the sale of land and assets to fund new capital expenditure which the NAO point out that this is not sustainable.



5.3.2 The report made five recommendations: 



1. “The Department should make clear all of the accountability relationships and processes for policing, setting out who is accountable for what at all levels of the system.



2. The Department should develop a clearer ongoing understanding of whether police forces’ funding is sufficient to support them to deliver an efficient and effective police service.



3. The Department should review the funding formula and adopt an approach to funding that takes account of forces’ local circumstances more fairly.



4. The Department should develop an overall strategy for policing that includes clear thinking on how its support programmes, such as the Police Transformation Fund (PTF), contribute to forces’ financial position.



5. When developing an overall strategy for policing, the Department should identify which of its policies and programmes are best delivered locally and which are best delivered nationally and assign them to bodies with the capability to fulfil them.”



5.3.4	The report concluded that the Home Office’s hands off approach left uncertainty that current funding arrangements secured financial sustainability. Additionally, the Home Office lacked a long-term plan for policing and that there were significant gaps in information regarding the demand on policing services and the associated costs. The way that the HO distributes funding has been too detached from the nature of policing for too long, particularly with the delay of the formula review. The NAO, therefore, concluded that the HO’s oversight of the police system was not assuring good value for money.



5.4	The CIPFA and Institute for Government’s Performance Tracker Report for 2019 highlighted that both central government and local authorities (including police) are passing the costs of services onto local tax payers.  Specifically for policing in England and Wales, there are a number of warning signs emerging. Victims are becoming less satisfied and fewer offences are resulting in charges. This is, perhaps, unsurprising given the fall in police spending, staff and officer numbers since 2009/10. At the same time, complex crimes requiring more police resources – such as child exploitation and abuse – are on the rise. With reduced resources, the police have had to adapt to growing demand, and are increasingly prioritising responding to more violent or easier-to-solve crimes. They are also taking longer to investigate and charge crimes, but this could partly be due to the growth in the use of digital evidence. The Prime Minister recently pledged to increase the number of officers by 20,000 in the next three years, but recruiting and deploying them effectively will be difficult. Demand on the police is likely to increase in the next five years, although it is difficult to project with certainty. If crime rates continue to rise as quickly as they have in recent years, the government may need to spend an extra £3.5 billion on top of what is currently planned. 




6 2020/21 Police Funding Settlement



6.1 The 2020-21 Police Finance Settlement was announced on 22nd January in a written statement by the Policing Minister, Kit Malthouse. Full details of the settlement can be found on the Home Office pages of the gov.uk website.



6.2 Publication of the Police Finance Settlement was delayed due to the December 2019 general election, with Home Office ministers opting to go straight to a final settlement in the new year. This decision meant that there was no provisional settlement or consultation over the Christmas period. Unlike the Ministry of Housing, Communities and Local Government (MHCLG), who are responsible for the local government finance settlement, the Home Office are not legally obliged to consult on their funding allocations. 



6.3 The Welsh Government then published their Final Settlement for Welsh PCCs on the same day. 



6.4 In outlining the settlement both the Home Secretary and Minister recognise the police services’ engagement which has facilitated the Governments to build a picture of the changing nature of demands placed upon the service and the capabilities that are needed to respond robustely to the challenges.  Admiration and appreciation was also recorded for all the work that officers and staff do to keep communities safe. 



6.5 The funding settlement also set out four priority areas to drive efficiency, productivity and effectiveness including efficiency savibgs through joint procurement, enhanced productivity using technological solutions, achieveing best value on police technology spending and ensuring forces meet their recruitment targets for 2020/21. 



6.6 The settlement highlighted additional funding for the police service which includes:



· £700m uplift to core funding, with £532m increase in formula grant funding, with the balance of £168m being ringfenced and paid in arrears to forces on a quarterly basis subject to progress on the recruitment of officers for Operation Uplift.  This specific grant will be allocated pro rata to the number of additional officers that have already been announced.



· £143m continuation of pension grant, which provides specific additional funding to assist in meeting the cost increases above those estimated at Budget 2016. This funding continues to be  allocated in line with the recommendations of the technical working group that was set up on pensions with the Association of Police and Crime Commissioners and the National Police Chiefs’ Council with each PCC receives a proportionate allocation of the pensions funding, based on their employer pension contributions at a point in time. 



· £90m additional funding for Counter Terrorism, which now makes a total of £960 . 



· £126m increase in funding for national priortities, including £50m to support the Police Uplift Porgramme and additional funding to tackle Serious and Organised Crime including county lines and serious violence.  This includes £34.6m being reprtioritised from Capital Main Grant to national priorities. 



· £248m as a result of additional council tax flexibilities, assuming all PCCs across the country raise their precepts by £10 per year. 



6.7 In 2020-21 the top-slices/reallocations total £1,121m, £92m higher than 2019-20 (£1,029m).  



Table 1 : National Police Funding –Reallocations/ Adjustments

		[bookmark: OLE_LINK1]Police Funding

		2017/18 (£m)

		2018/19

		2019-20

		2020-21 (£m)



		

		

		(£m)

		(£m)

		



		Reallocations and adjustments

		812

		945

		1,029

		1,120.90



		PFI

		73.0

		73.0

		73.0

		72.8



		Police technology programmes

		417.0

		495.0

		495.0

		498.4



		Arm’s length bodies

		54.0

		63.0

		63.0

		73.1



		Police Uplift Programme

		 

		 

		 

		16.5



		National Operational Policing Units (including football policing and wildlife crime)

		 

		 

		 

		2.9



		Top-ups to NCA and ROCUs

		-

		-

		56.0

		56.8



		Strengthening the response to Organised Crime

		28.0

		42.0

		90.0

		140.0



		Counter Terrorism

		 

		 

		 

		32.4



		Police transformation fund

		175.0

		175.0

		175.0

		 



		National Capability Programmes

		 

		 

		 

		47.0



		Forensics

		 

		 

		 

		28.6



		Special Grant

		50.0

		93.0

		73.0

		80.9



		Pre-charge bail

		15.0

		4.0

		4.0

		2.0



		Serious Violence

		-

		-

		-

		38.9



		PRUM (Transition from EU Systems)

		-

		-

		-

		1.8



		HO STAR (Science Technology & Research)

		-

		-

		-

		8.0



		Blue Light Commercial

		-

		-

		-

		3.7



		Police Now

		 

		 

		 

		7.0



		Safer Streets Fund

		 

		 

		 

		10.0







6.8 Of the £80.9m earmarked for special grant, £26.3m is understood to be reserved for costs associated with Hillsborough, leaving £54.6m for special grant. A reduction of £18.4m on the previous year, which had been higher to accommodate the Commonwealth Heads of Government meeting



6.9 The allocations for force Serious Violence Surge Funding are expected to be released in late January.



6.10 The settlement confirmed the end of the Police Transformation Fund (PTF). Multi-year projects that were being funded from the PTF (estimated to be approximately £60m) will be funded from other reallocations. 



6.11 The Council Tax Legacy Grants relating to Council Tax Freeze grants from 2011-12, 2013-14, 2014-15 and 2015-16 as well as Local Council Tax Support (LCTS) funding remains separately identifiable in 2020-21. 



6.12 The National and International Capital City Grant (NICC) grant for the City of London and MOPAC (which used to be referred to as the Met special Payment) have remained frozen in cash terms at £4,834,086 and £185,339,439 respectively. 



6.13 In recognition of the City of London not benefiting from the increases in precept this year’s precept grant has risen to £3.450m, this is in line with previous years, given the £10 flexibility. 



6.14 Police Capital Grants now total £76m but only £12.3m will be allocated locally – compared to £46.9m in 2019-20 (a 74% reduction). The Ministerial Statement refers to this as “rebalancing” adding that the PCCs are able to spend their revenue income flexibly. 

	Table 2 – National Police Capital Grant Allocations

		2020-21

		£m



		Police Capital Grant

		12.3



		Special Grant Capital

		1.0



		Police Live Services

		13.1



		National Police Air Service

		11.5



		Arms Length Bodies

		6.4



		Police Technology Programmes

		17.6



		Counter Terrorism

		1.6



		Serious and Organised Crime Programmes

		10.0



		Football Policing

		2.5



		TOTAL

		76.0












6.15	Victim’s funding comes from the Ministry of Justice (MoJ) with an increase from £597k to £606k for Dyfed-Powys for 2020/21.

6.16	The settlement contained no further mention of future settlements other than to say “we will be engaging police leaders to discuss how  improvements will be delivered and continue working together on our ambitious longer terms plans for the next Spending Review period”.  



6.17	The settlement also set out a number of expectations in relation to the continued focus on improving efficiency and productivity to demonstrate to the taxpayer that they are getting the most out of increased funding and delivering the planned uplift in police officer numbers:

· The Government has committed £750 million to enable the recruitment of 6,000 additional officers. To manage the delivery of this uplift, we are ringfencing £168 million which will be paid to forces in line with their progress in recruiting the 6,000 additional officers by March 2021, and making the relevant infrastructure improvements needed to recruit the 20,000 additional officers by March 2023. 



· On behalf of the taxpayer, the Government will expect to see continued efficiency savings in 2020/21. Policing are on track to deliver £30 million of cashable savings from procurement in 2019/20, on top of the £40 million delivered in 2018/19. Through continued collaborative procurement policing will deliver another £30 million of cashable savings in 2020/21. Having delivered last year’s condition to continue developing a new model for police procurement, policing have agreed the business case for, a new national model for police procurement and commercial functions. This will seek to embed and enhance future collaborative procurement, making best use of policing’s buying power, increasing standardisation and improving value for money. 



· Forces must continue to drive productivity through digital, data and technology solutions, including mobile working. Forces should make best use of the products developed by the national police-led Frontline National Mobility Programme in 2019/20. This will ensure the benefits of mobile working are maximised including through a new benefits tracking tool, increased use of guidelines, sharing of best practice and innovation and collaborative procurement.



· Forces to continue to work with the Government to develop an approach to drive best value from the millions of pounds spent on police technology, by building on existing engagement with regard to both sector-led and Home Office programmes such as the APCC and NPCC’s Digital, Data and Technology Strategy, of which the Home Office will continue to support delivery and drive forward. 






6.18 For Dyfed-Powys the 2020/21 settlement is outlined in the table below:



Table 3: Total Funding for 2020/21

		 

		2019/20

		2020/21

		Change



		 

		£m

		£m

		£m

		%



		Core Police Grant

		28.317

		33.821

		5.504

		2.20%



		Add Rule 1 + Floor Funding

		8.676

		7.146

		-1.530

		2.10%



		Welsh Government 

		13.355

		13.150

		-0.205

		1.90%



		Central Funding

		50.348

		54.117

		3.769

		2.10%



		Pensions Grant

		1.302

		1.302

		0.000

		



		Uplift Grant

		 

		1.190

		1.190

		 







7	Council Tax Capping/ Referendum



7.1	In England, the Ministry for Housing, Communities and Local Government publish council tax referendum principles. In 2019/20 PCCs in England were allowed to increase band D bills by as much as £24.  In 2020/21 PCCs in England will be allowed to increase band D council tax by £10 without the need to call for a local referendum.  



7.2	Under devolution arrangements for Wales the power to determine capping levels on the council tax are administered by the Welsh Government.  



7.3	There are two forms of capping  designation and nomination. Welsh Government may designate or nominate an Authority for capping its precept if in their opinion its budget requirement is excessive. 



7.4	Designation requires an Authority to reduce its budget requirement and rebill the Council Tax payers (through the Unitary Authorities).  Nomination effectively puts an Authority on notice that Welsh Government will stipulate a budget limit for the following year. Welsh Government is responsible for determining the criteria (the principles) for capping for all Local Authorities and Police Forces in Wales.  The principles must include a comparison between the calculated budget requirement with that calculated for a previous financial year.  Ministers are free to include in the principles any other matters they consider relevant. 



7.5	Both the Commissioner and Chief Constable have maintained effective communications with both Minsters and Welsh Governments and 2019 saw the establishment of the Policing Partnership Board for Wales which has provided a valuable and additional opportunity to highlight the gravity of the financial pressures and service demands that are being faced by Dyfed Powys Police and the wider police service in Wales.



7.6	It is for locally accountable PCCs to consult and take decisions on local precept explaining to their electorate how additional investment will help deliver a better police service. 



[bookmark: _Toc504048823][bookmark: _Toc361819675]8	Dyfed Powys Police – Financial Context and Police Precept



8.1	Dyfed Powys Police have seen grant funding reductions 21%, or £13m since 2010/11 as shown below:

	Graph 6 : Grant Funding Reductions 2010/11 to 2019/20

[image: ]

8.2 The following graph shows how the proportion of income that Dyfed-Powys receives from central sources compared with local sources has changed over time:



Graph 7 : Proportion of Council Tax Precept to Central Government Funding %

[image: ]



8.3 Historically, central funding provided the vast majority of Dyfed-Powys’ funding.  However, the proportion received from central sources has slowly decreased over time and for the first time in 2018/19, local funding was greater than central funding. The percentage of local taxation to central funding increased to 52.3% for 2019/10 with £55.247m being raised locally against core funding of £50.348. The proportional split or ‘gearing’ will continue to increase as more funding is met from the local tax payer.



8.4 The following graph shows (in £m) the amount of funding that Dyfed-Powys has received from both local and central sources over time:



Graph 8 : Council Tax Precept to Central Grant Funding £

[image: ]






8.5 Residents in Dyfed-Powys have seen the forth lowest increase in Band D police precept since 2012/13 as highlighted below:



Graph 9: National % Band D Precept Increase

[image: ]

*excludes Council Tax Freeze grant for England



8.6 Residents in Dyfed-Powys have the lowest police precept in Wales:



Table 4 : Precept Levels Wales

		Council Tax at Band D (£)

		2019/20



		Dyfed Powys Police

		248.56



		Gwent Police

		255.53



		North Wales Police

		278.12



		South Wales Police

		257.52



		Wales

		260.44










8.7 The following graph shows the change in precept levels for the Welsh forces since 2009/10.



Graph 10 : Increases in Precept levels across Wales
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8.8 The percentage year on year change in precept levels for the Welsh forces is shown in the following graph. 



Graph 11 : Year on Year % changes in Precept across Wales

[image: ]



9	Council Tax Base



9.1 	The Police precept which is raised through local Council Tax payers is allocated to the billing councils on the basis of the relevant tax bases notified by them.  The tax base is calculated from the number of properties in each area allocated to each property band and discounted for single occupancy, nonpayers, etc.  The tax base is expressed as a “Band D” equivalent as follows:

Table 5 : Tax Base Levels

		Taxbase @ Band D

		2018/19

		2019/20

		2020/21

		variance



		Carmarthenshire

		    72,153.24 

		    72,440.46 

		    74,006.63 

		2.2%



		Ceredigion

		    31,683.05 

		    31,648.30 

		    31,936.27 

		0.9%



		Pembrokeshire

		    56,103.15 

		    56,055.84 

		    57,301.64 

		2.2%



		Powys

		

		    61,768.85 

		    62,123.50 

		    62,396.70 

		0.4%



		Taxbase

		 

		    221,708.29 

		    222,268.10 

		    225,641.24 

		1.5%



		

		

		0.2%

		0.2%

		1.5%

		 







9.2	The police precept will be added to the figures for the Unitary Authorities and will form part of the overall Council Tax demand bills.  



9.3	Under the regulations, the billing authority must determine a schedule of instalments for payments to precepting authorities.  The agreement is that the Unitary Authorities will pay the Force in 12 instalments on or before the last working day of each month.



9.4	It should also be noted that when announcing the police settlement, the Government make assumptions in regard to the tax base changes using information provided by the Office of Budget Responsibility.  For Wales a 0.8% increase was assumed, however the actual increase for Dyfed-Powys is actually 1.5%.  This higher level of increase positively impacts on the announced headline figures both locally and nationally by c£412k for Dyfed Powys Police.



[bookmark: _Toc504048824]10	Police Officer Pensions



10.1	As part of the 2016 Pension Valuation, Her Majesty’s Treasury (HMT) announced a Public Sector Pension Valuation ‘Directions’ on 6th September 2018, which served to increase the Employer’s Contribution rate from 2019/20 for Public Sector Pension Schemes (including the Police Pension Scheme). 



10.2	The impact of the Valuation Directions results in a sizeable increase in the police officers employer contribution from 22.1% to 31%, albeit that 24.2% has been paid since the last revaluation. The impact of this increase was been assessed to be £330m.

10.3	After considerable national and political representations were made in relation to the impact of this significant and unforeseen pressure.  The final settlement for 2019/20 included two elements to partially mitigate the financial impact.  



10.4	A new specific grant was allocated to all Forces in 2019/20, based on averages of police officer pension’s costs over a three year period, for Dyfed-Powys this was set at £1.302m albeit left a shortfall of £0.535m to be met from the revenue budget. This specific grant has continued in 2020/21 but the are risk in relation to the ongoing commitment to this specific grant must be noted.



10.7	It is also important to note that there are uncertainties about the future financial implications as a result of the Court of Appeal’s judgment that transitional provisions introduced to pension schemes in 2015 gave rise to unlawful age discrimination. The Government is seeking to agree how the discrimination will be remedied across affected areas of the public sector.



11 Priorities and Budget Requirement 2020/21

11.1	The budget requirement for 2020/21 and this MTFP take account of the Commissioner’s and the Chief Constable’s priorities for the year.   These priorities were outlined in the Chief Constables presentation at the Finance Seminar in December as follows:

· Domestic Abuse and Vulnerability

· Process Changes – Led by Assistant Director

· Vulnerability Desk / Risk Assessments / Comprehensive Staff Training

· Neighbourhood Policing

· New consistent Structures across Force

· Problem Solving Ethos embedded including training

· Demand reductions –visibility and problem solving rationalised

· Investigation Standards

· Comprehensive training, supervisory focus, victim focus and crime allocation

· Demand Work -  Response, Investigations, response, traffic  and FCC

· re- centralising crime recording to reduce excess demand

· Hub model / investment in Investigations and Vulnerability

· Significant demand reduction and efficiencies envisaged 

· Operation Uplift – additional 42 Officer in January 20 to March 21

· Legitimacy – expansion of anti-corruption activity and monitoring

· Procurement of a new Records Management System and CCTV

11.2	For the future periods i.e. 2020 to 2021, the Chief Constable highlighted the following priorities: 

· Significant Capital Investment Requirements

· 10 year Plan across ICT and Estates – Llanelli / Brecon and JFU

· National, Regional and Local ICT Investments

· Opportunities for innovation 

· Sustainability – Electric vehicles / Premises / Agile Working

· Further Procurement Savings

· National Shared Services and collaboration

· Overtime Gold Group Savings – significant savings have already been delivered – overtime / Income generation / procurement

· New Challenges and requirements

· Social Media and New Platforms

· Digital / Driverless Vehicles etc.

· Agile Working / Mobile and ESN challenges

11.3	The cost consequences of delivering on these priorities alongside the additional costs of operational uplift and cost / inflationary pressures would require an investment both in terms of next year’s revenue and future capital budgets. In terms of Revenue budgets it has been estimated that a net budget of £115.4m for the 2020/21 financial year, an increase of £8.5m or 7.96% from the 2019/20 level. A breakdown of this increase is included in the table below:

	Table 6:  Variation Statement

		

		£M

		%

		Cumulative (%)



		Net Force & OPCC Budget 2019/20

		106.897

		

		



		Pay and Price Inflation

		3.351

		3.13%

		3.13%



		Reserves / Capital Financing

		0.771

		0.72%

		3.86%



		Own Standstill Cost Pressures

		1.817

		1.70%

		5.56%



		Regional / National Standstill Pressures

		0.365

		0.34%

		5.90%



		Net Savings Plan 2020/21

		-1.260

		-1.18%

		4.72%



		Estimated Standstill Budget Requirement

		111.941

		

		4.72%



		Own Investment Priorities

		0.466

		0.44%

		5.16%



		Workforce Plan Changes (Net)

		0.891

		0.83%

		5.99%



		Requirement Before Uplift Costs

		113.299

		

		5.99%



		Estimated Costs of Operation Uplift (High)

		2.103

		1.97%

		7.96%



		Net Budget Requirement 2020/21

		115.402

		7.96%

		7.96%





11.4	A further description and breakdown of the individual items included in the table above is set out in the following paragraphs:

11.4.1	Pay and Price Inflation - the budget allocated for 2019/20 incorporated a pay award and general inflation assumption of 2%. With pay awards for police staff and officers during the year being 2.5% there has been a need to increase the baseline budget to reflect the additional 0.5%. In addition, it has been assumed that a pay increase of 2.5% will need to be funded from September 2020 although the exact amount will be determined later in the year by the Police Remuneration Review Body. A general inflation increase of 2.5% has been assumed for non-pay budgets however a standstill has been assumed in relation to grants and 10% increase has been applied to utilities and fuel budgets. In total these amount to an increase of around £3.351m or 3.13% compared to last year.

11.4.2	Reserves and Capital Financing -  the budget for 2019/20 was reliant on a contribution from reserves of £0.981 m. This is unsustainable in the longer terms and a strategy of reducing reliance on reserves to fund current spending over a 5 year period is being followed. A further reduction of £0.387m has been applied leaving an annual contribution of £0.600m for the Force and Commissioner’s Office which will be reduced to 0 over the course of the next two years.  The forward capital programme assumes an additional capital contribution to revenue of £0.350m and borrowing costs of £0.043m which will arise as the Force continues to deliver against its Capital Strategy. In total the Force will be contributing £0.850m from its revenue budget in 20/21 to fund capital schemes annually. The Medium Term Financial Plan has identified that this is the amount that needs to be set aside in 2020/21 to fund the forward capital programme. This will continue to increase over coming years to meet the significant capital financing pressures envisaged over the next 10 years.

11.4.3	Own Standstill Pressures

11.4.3.1	Through detailed budget consultation exercises with internal Departments and detailed work undertaken by the Finance Department of the Force, some significant cost pressures that will impact the 2020/21 financial position which are largely unavoidable and must be incorporated in the budget. 

11.4.3.2	Police officer and staff increments will add £0.525m to the budget requirement for next year. In addition, a triannual revaluation of the Police Staff Pension Scheme has identified a requirement for an increase in the employer’s contribution rate from 13.5% to 17.8% is needed to attain a fully funded status for the pension scheme. This is a significant issue and increases the budget requirement by £0.987K. There are a number of factors which are affecting the fund including:

· the impact of lifting previous governmental policy of public sector pay restraint

· a reduction in discount rate

· changes in the workforce profile over recent years

· an assessment of the impact of legal challenges claiming unlawful discrimination in relation to previous pension changes (1.2% of the contribution rate increase)

· a positive movement in terms of investment performance

11.4.3.3	Other cost pressures of £0.305m have been identified mainly from an increasing requirement in terms of the forensic medical contract (custody) which is being impacted heavily by “County Lines” operations (£0.120m) insurance costs (£0.075m) and additional recruit training costs as a result of the adoption of the updated College of Policing training standards locally delivered in partnership with the University of South Wales (£0.110m).

11.4.4	Regional and National Pressures

11.4.4.1	The budget includes an additional sum of £0.365m which will result from Regional and National collaborative activity. The Force faces additional charge of £0.270m for the Regional Organised Crime Unit and for the collaborative delivery of Firearms Training and National ICT system charges as a result of reviews of charging models. In addition collaboration around a new National Cyber Monitoring Centre for the Police Forces systems and infrastructure will contribute an additional £0.070m. This provides good value for money compared to the costs of introducing 24/7 monitoring locally. Additional costs of £0.025m are anticipated due to cost pressures on the National Police Air Service.  

11.4.5	Net budget reducing efficiency savings

11.4.5.1	Departmental Budgets have been reduced by £1.260m reflecting savings activity across the Force and the Office of the Police and Crime Commissioner. The Finance Gold Group has been instrumental in identifying and delivering these savings.  

11.4.5.2	These are categorised across the main headings of Pay and Allowances, procurement and income generation, overtime budget reductions, sustainability and austerity as shown in the following table:

	Table 7: Cost Reduction Summary 2020/21

		

		£M



		Pay and Allowances (including Salary Sacrifice)

		-0.100



		 Finance Gold – Procurement and    Income Generation

		-0.675



		Finance Gold – Reduction in Overtime Contingency

		-0.100



		Sustainability Fund Savings Target – Estates / Fleet / IT

		-0.205



		Total Budget Reducing Savings

		-1.260





11.4.5.3	Further savings and non-cashable efficiencies of £3.087m will be delivered and reinvested as part of the Force Workforce Plan which takes the gross Efficiency Programme to some £4.347m for the 2020/21 financial year. 




11.4.6	Own Investment Priorities

11.4.6.1	After a period of consultation, the following prioritised non-pay increases have been approved from a number of organisational business cases. In total these amount to £0.466m as set out in the following table:

Table 8: Investment Priorities

		Element – NON PAY GROWTH

		£M



		Disability Discrimination Act Adjustments

		0.056



		Specialist Training – Cyber / Custody / RUI

		0.030



		Disability Discrimination Act Adjustments

		0.030



		Superintendent On-Call Payments - Regulations

		0.020



		Estates – Costs for Vulnerability Desk

		0.030



		Additional Skype Licences

		0.150



		Records Management System – Hosting (Sept)

		0.150



		Total Growth Non Pay Requirements – FMS linked

		0.446





11.4.7 Demand and Workforce Planning Changes

11.4.7.1 The Force is planning some significant changes to its workload as a result of Operation Uplift, demand and workload analysis exercises, in response to HMICFRS recommendations and as a result of its own assessment of requirements resulting from the Force Management Statement and Strategic Assessment processes. 



11.4.7.2 Operational Uplift – 20,000 officers

· As part of the Government’s commitment to increase officer numbers by 20,000 in England and Wales over the next three years, the Force has been allocated an additional 42 Officers out of the initial tranche of 6,000. Recruitment of these officers has already started in Force and an additional 22 recruits started training on the 20th of January 2020. After a period of initial training, these officers will first become operationally active in November 2020. 



· A further tranche of 20 officers will be recruited in June 2020. This is in addition to the normal intake of 66 recruits (22 in March 2020, 22 in September 2020 and 22 in March 2021) that will be required to take account of current establishment vacancies and projected leavers. With new recruit training at full capacity, the Force will also seek to progress an intake of 12 transferees in June 2020 from a pool of people who have previously actively approached the Force seeking a move to Dyfed Powys to work. The intention is to focus these transferees into detective roles and into the south Ceredigion area.



· The NPCC issued comprehensive guidance on the costing assumptions that Forces should adopt in assessing the cost consequences of operational uplift going forward. This includes the cost consequences of salaries plus on-costs of the officers themselves, the costs of recruitment and training plus the costs of additional police staff and infrastructure. The estimated costs are set out in the table.



Table 9: Cost of Operation Uplift 2020/21

		[bookmark: OLE_LINK2]

		£M



		Recruitment and attraction costs

		0.095



		Training, accommodation and catering

		0.154



		Officer Salaries and On-costs

		1.158



		Office Equipment and Support Costs

		0.696



		Total Costs based on NPCC Guidance

		2.103





· As outlined In respect of 2020/21, a performance related grant of £1.190m has been announced for Dyfed Powys. This will be payable quarterly in arrears and will be dependent on delivery against the increase in officer numbers (to 1,180 FTE or a headcount of 1,207) and any other performance criteria which may accompany this. No criteria have been communicated in respect of this at this stage however guidance on this is expected over coming months.



11.4.7.3 Workforce Planning Changes

· The Uplift programme forms part of a much wider plan to reform the workforce to address Force Management Statement, and HMICFRS recommendations and areas for improvement as well as the Chief Constable’s priorities as outlined above. 



· The Force’s detailed analysis of Demand across the organisation highlighted significant pressures on front line and detective officers based upon current workloads and working practices. This work has utilised specialist software to analyse activity which enabled the Force not only to identify pressure points geographically and by function, but has also highlighted changes in approach, prioritisation and the distribution of work to ensure a more economical and efficient delivery of policing services. Over 1,000 alternative models of delivery and/or structure have been analysed to inform the most effective solutions in terms of meeting current and future demand.



· The analysis demonstrated that the Force would need an additional 79 officers in response, an additional 25 local investigative detectives, 4 additional Domestic Abuse officers and an additional 3 officers to monitor activities serious and violent offenders to fully meet current demand. 



· Changes in relation to the reintroduction of telephone crime recording, the expansion of the remit of the central Incident Crime Allocation Team (ICAT) and a change to a Policing Hub model and approach would result in gross operational efficiencies equivalent to some 74 officers based upon the outcome of the Demand re-modelling work. The Force will also be saving one Assistant Director Position (collaboration and efficiency) and one Force accountant role as part of its efficiency plan.



· Further future demand pressures have been anticipated in respect of firearms licensing, fraud safeguarding and social media desk and associated communications functions during 20/21 and these have also been incorporated into the workforce plan. 



· The Force Management Statement which was produced by the Chief Constable in June 2019 has highlighted the need to increase capacity in order to deliver a new Records Management System, and enhanced vetting, anti-corruption, benefits realisation and audit capability. This will also enable the Force to expand the Domestic Abuse Desk to encompass vulnerability in its wider sense.



· It total, it is estimated that these improvements will add approximately £0.891m to the budget for 2020/21 net of the efficiencies of £3.087m that will emerge from changing working practices and structures and the funding that has been made available through Operation Uplift as outlined in the paragraphs above.



· The following table summarises the planned changes:






Table 10: Workforce Planned Changes

[image: ]

11.4.7.3 As a consequence of Operation Uplift there will be much focus on Police Officer numbers over coming years, and the following table outlines the anticipated position for 2020/21:



Table 11: Police Officer numbers for 2020/21

			 

		Officer Numbers FTE



		Officer Numbers as at January 2020 (excluding seconded)

		1,117



		Estimated Leavers to March 2021

		-53



		Recruitment Activity

		 



		Transferred (June 20)

		12



		Planned  Intakes (Mar20 / Sept 20 / Mar 21)

		62



		Pre Uplift Numbers

		1,138



		Uplift – Additional Officer Jan 2020

		22



		Uplift – Additional Officers June 2020

		20



		Home Office Target

		1,180





11.5 The 2020/21 financial year will be one of significant and ambitious change for the Force which will be vital in demonstrating improvements against Force Management Statement priorities, financial and operational resilience, HMICFRS recommendations and self-identified areas for improvement. These plans are also anticipated to have a positive impact in maintaining and improving the standards of service that the public can expect as well making a tangible impact staff and officer workloads and wellbeing.

12 Proposed Budget for 2020/21

12.1	The overall result of the settlement and proposed precept is a total funding increase of £7.797m in 2020/21 compared with 2019/20 as shown in the table below.

Table 12: Total Funding for 2020/21

		 

		2019/20

		2020/21

		Change



		 

		£m

		£m

		£m

		%



		Core Police Grant

		28.317

		33.821

		5.504

		2.20%



		Add Rule 1 + Floor Funding

		8.676

		7.146

		-1.530

		2.10%



		Welsh Government 

		13.355

		13.150

		-0.205

		1.90%



		Central Funding

		50.348

		54.117

		3.769

		2.10%



		Pensions Grant

		1.302

		1.302

		0.000

		



		Uplift Grant

		 

		1.190

		1.190

		 



		Council Tax Base (Band D number)

		222,268

		225,641

		3373

		1.52%



		Council Tax at Band D (£)

		248.56

		260.56

		12.00

		4.83%



		Precept

		55.247

		58.793

		3.546

		6.42%



		Total Funding 

		106.897

		115.402

		8.505

		7.96%







12.2	This has resulted in the following balanced budget being prepared for 2020/21:



Table 13: Draft Revenue Budget for 2020/21

		 

		2019/20

		2020/21



		 

		£m

		£m



		OPCC and Commissioning

		1.945

		2.098



		Estates 

		3.994

		4.099



		Force (net of reserve movements)

		100.958

		109.205



		 

		 

		 



		Total

		106.897

		115.402







12.3	A full breakdown of the proposed expenditure for 2020/21 (through to 2025/26) id provided in Appendix C.




13 Future Funding



13.1 Considerable uncertainty has existed over future financial settlements for some time.  The political turmoil over recent years delayed the Comprehensive Spending Review and work on this is likely to recommence in the near future.  



13.2 In addition to this, and as outlined above there have been indications that work on the review of the police funding formula will also recommence.



13.3 Both of these mean continued uncertainty and risk for Dyfed-Powys.



13.4 Much work has been done on both a local and national level to deliver extensive efficiencies and efficiency savings through a rigorous process of financial and service delivery scrutiny and transformation.  These requirements will continue in earnest.



13.5 Work continues through both the NPCC Finance Committee and Police and Crime Commissioners Treasurers Society to seek a consistency of approach to financial modelling and bring to bear financial influence in relation to both the CSR and formula funding review.



13.6 The introduction of new specific grants over the last two years one to partly mitigate the costs of the increases in police officer pension costs and the other to meet specified costs associated with the additional officers to be recruited under Operation Uplift, also carry risk in terms of their continuation.  In the absence of clarity, the MTFP has assumed their continuation at the same levels.



13.7 Albeit that precept levels will be considered in detail on an annual basis  taking cognisance of the full range of impacting factors, the MTFP has assumed an annual increase of 5%.



13.8 The assumed current medium term funding position is shown below:

Table 14: Total Funding for 2020/21 to 2025/26 

		 

		20/21

		21/22

		22/23

		23/24

		24/25

		25/26



		 

		£M

		£M

		£M

		£M

		£M

		£M



		Central Grants

		54.117

		55.199

		56.303

		57.429

		58.577

		59.749



		Pensions Grants

		1.302

		1.302

		1.302

		1.302

		1.302

		1.302



		Uplift Grant

		1.190

		1.190

		1.190

		1.190

		1.190

		1.190



		Precept

		58.793

		62.227

		65.861

		69.707

		73.778

		78.086



		Total Funding

		115.402

		119.918

		124.656

		129.628

		134.847

		140.327



		Variance to  prior year

		8.505

		4.516

		4.738

		4.972

		5.219

		5.480



		% Change

		7.96%

		3.91%

		3.95%

		3.99%

		4.03%

		4.06%





13.9 The above funding position assumes the following increases in council tax precept and includes an assumption that the council tax base will increase by 0.8% per year which is in line with the Office of Budget Responsibilities (OBR) assumptions:



Table 15: Proposed Precept Level 2020/21 to 2024/25

		 

		20/21

		21/22

		22/23

		23/24

		24/25

		25/26



		 

		£

		£

		£

		£

		£

		£



		Council Tax Precept

		260.56

		273.59

		287.27

		301.63

		316.71

		332.55



		Increase from prior year £

		12.00

		13.03

		13.68

		14.36

		15.08

		15.84



		% Change

		4.8%

		5.0%

		5.0%

		5.0%

		5.0%

		5.0%







14 Medium Term Budget 2020/21 to 2024/25



14.1	It is expected that pay and price inflation will continue to exert pressure on the costs of providing policing services over the period and the following assumptions have been made in relation to these:

Table 16: Inflation Assumptions for 2019/20 to 2024/25

		 

		20/21

		21/22

		22/23

		23/24

		24/25

		24/25



		

		 

		 

		 

		 

		 

		 



		Police Officers

		2.50%

		2.25%

		2.25%

		2.00%

		2.00%

		2.00%



		Police Staff

		2.50%

		2.25%

		2.25%

		2.00%

		2.00%

		2.00%



		Inflation

		2.50%

		2.50%

		2.50%

		2.50%

		2.50%

		2.50%



		Fuel & Utilities

		5.00%

		3.00%

		2.50%

		2.50%

		2.50%

		2.50%



		Grants

		0.00%

		0.00%

		0.00%

		0.00%

		0.00%

		0.00%



		Income

		2.50%

		2.50%

		2.50%

		2.50%

		2.50%

		2.50%



		Pension

		2.00%

		2.00%

		2.00%

		2.00%

		2.00%

		2.00%







14.2 In addition to these increases in base costs, an efficiency and savings plan has been developed that is due to deliver savings amounting to £4.480m over the next six years.  These savings are detailed in the table below:




Table 17: Cost Reduction Summary for 2020/21 to 2025/26

		 

		20/21

		21/22

		22/23

		23/24

		24/25

		25/26

		Total



		 

		£’000

		£’000

		£’000

		£’000

		£’000

		£’000

		£’000



		Pay Related

		 

		 

		 

		 

		 

		 

		 



		Reduction in allowances

		-80

		-80

		-80

		-80

		-40

		 

		-360



		Modernisation/ Workforce transformation

		 

		-40

		-40

		 

		 

		 

		-80



		National Insurance - benefits

		-20

		-20

		 

		 

		 

		 

		-40



		Procurement/ Income Generation

		 

		 

		 

		 

		 

		 

		0



		Procurement

		-200

		-200

		-200

		-200

		-100

		-100

		-1000



		Firearms Licensing

		-100

		 

		 

		100

		 

		 

		0



		Telematics Contractual savings

		-50

		 

		 

		 

		 

		 

		-50



		MPS - Training of Officers

		-150

		 

		 

		 

		 

		 

		-150



		Driver Retraining contribution

		-150

		 

		 

		 

		 

		 

		-150



		Other Income & Charging

		-25

		-25

		-25

		-25

		 

		 

		-100



		Financial Management

		 

		 

		 

		 

		 

		 

		0



		Reduction in ACC Contingency

		-100

		 

		 

		 

		 

		 

		-100



		Sustainability Projects/ Assets

		 

		 

		 

		 

		 

		 

		0



		Estate rationalisation

		-50

		-50

		-50

		-50

		 

		 

		-200



		Estates Energy Efficiency Measures

		-40

		-90

		-30

		-30

		 

		 

		-190



		ICT Efficiency Measures

		-50

		-50

		-50

		-50

		 

		 

		-200



		ANPR

		-50

		 

		 

		 

		 

		 

		-50



		Fleet - Fuel reductions

		-65

		-65

		-55

		 

		 

		 

		-185



		Productivity Improvements

		 

		 

		 

		 

		 

		 

		0



		Back Office Reductions

		 

		-100

		-100

		-50

		 

		 

		-250



		Other workforce savings

		 

		-50

		-50

		-150

		 

		 

		-250



		Continuous Improvement Savings

		 

		-70

		-70

		-105

		 

		 

		-245



		Non Pay Austerity Measures

		-130

		-100

		 

		 

		 

		 

		-230



		Automation/ NEP Savings

		 

		 

		-100

		-100

		-100

		-100

		-400



		Collaboration - NEP savings

		 

		-50

		-50

		-50

		-50

		-50

		-250



		 

		-1,260

		-990

		-900

		-790

		-290

		-250

		-4,480





14.3 The impact of the consolidation of the inflationary increases, pressures forecasted changes and resultant funding gaps are detailed as follows:

 

Table 18 – Cost Variation Statement 2020/21- 2025/26
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14.4 Given the scale of impact that a review of funding formula could have, both the Commissioner and Chief Constable have agreed to record this eventuality of the Strategic Risk Register. There is no doubt that any significant reductions in central grant funding would have serious implications on police services and the communities of Dyfed-Powys. The recommencement of national work will be monitored closely by both the CFO and DOF and a specific Gold Group would be established to develop operational models and sustainable to delivery plans to meet the potential scenarios.  It is also worth highlighting the potential conflict and dichotomy that may arise with requirements for meeting the Prime Ministers Operation Uplift pledge.   



14.5 Work continues on a national and all-Wales basis to seek every opportunity for collaboration, consistency of approach and commercial efficiencies.  The Deputy Chief Constable currently chairs the All Wales Collaboration Board which oversees all existing police collaborations.

15 Section 25 and Budgetary Risk 



15.1		Section 25 of the Local Government Act 2003 requires that the Chief Finance Officer report to the Commissioner, at the time the budget is being set, on the risks and uncertainties that might require more to be spent on the service than planned, and the adequacy of financial reserves.  This report is shown in Appendix D 

15.2 	Allowance is made for these risks by:

· making prudent allowance in the estimates; and in addition 

· ensuring that there are adequate reserves to draw on if the service estimates turn out to be insufficient.

15.3		It is important that budgetary risk has been minimised when the budget is set. The level of budgetary risk must be formally considered by the Commissioner informed by the advice and judgement of his Chief Finance Officer. 

15.4	The proposed budget for 2020/21 reflects the identified and quantifiable risks.  However it has not been possible to incorporate the following risks:

· Amendments to the final government grant notification for future years;

· Unforeseeable changes in government policy;

· Unknown financial consequences arising from the exit from the European Union (Brexit);

· Further future impacts of pension scheme reviews on employer contribution rates.

· Financial outcomes of national legal cases and challenges in relation to undercover policing and police pensions.

15.5	Appendix E also outlines a risk impact assessment across various budget headings and based on the percentage of the net revenue budget and the known factors which could influence levels of actual expenditure or income.

[bookmark: _Toc504048825]16	Reserves   



16.1  	In accordance with the Home Office Financial Management Code of Practice (FMCoP) the Commissioner considers the role of reserves when compiling the MTFP and annual budget. The Commissioner, supported by his Chief Finance Officer holds the responsibility for ensuring the adequacy of reserves each year so that unexpected demand led pressures on the budget can be met without adverse impact on the achievement of the key priorities.

16.2	The FMCoP requires the Commissioner to establish a strategy on reserves in consultation with the Chief Constable.  This Strategy is shown in Appendix F and details the approach for 2020/21 and beyond.



16.3 The opening and estimated closing position for reserves during 2019/20 are shown in the table below.  

Table 19: Reserve Balances and Utilisation during 2019/20

		 

		Balance as at 31st March 2019

		Net Movement in year

		Balance as at 31st March 2020



		 

		Actual

		Estimated

		Estimated



		 

		£000k

		£000k

		£000k



		General Reserve

		4,032 

		-0 

		4,032 



		Earmarked Revenue Reserves

		3,863 

		-1,396 

		2,467 



		Ringfenced Revenue Reserves

		2,109 

		180 

		2,289 



		Capital Grants

		425 

		-242 

		183 



		Capital Reserves

		5,786 

		-1,583 

		4,203 



		Total

		16,215 

		-3,041 

		13,174 



		 

		 

		 

		 









16.4	The table below details how the MTFP will impact on reserves over the coming years.  



Table 20: Use of Reserves

		 

		20/21

		21/22

		22/23

		23/24

		24/25

		Total



		Use of Reserves

		£000k

		£000k

		£000k

		£000k

		£000k

		£000k



		Earmarked Reserves - Revenue contribution

		500

		223

		0

		0

		0

		723



		Earmarked Reserves

		394

		295

		213

		0

		0

		902



		Ringfenced Reserves

		180

		180

		180

		171

		0

		711



		Capital Grants

		183

		0

		0

		0

		0

		183



		Capital Reserves

		4,162

		32

		0

		0

		0

		4,194



		 

		 

		 

		 

		 

		 

		 



		Total use of Reserves

		5,418

		730

		393

		171

		0

		6,712



		 

		 

		 

		 

		 

		 

		 



		Balance at year end

		7,756

		7,026

		6,633

		6,462

		6,462

		 













16.5 The contribution to revenue budget line in the table above appears as the result of the previous Commissioner’s decision to reduce the council tax precept for 2015/16 by 5% and to use reserves to fund an element of the revenue budgets for 2015/16 to 2018/19.  Given the scale of pressures in the revenue budget the reduction in the remaining reserve will be staggered with the last planned contribution from reserves now being 2021/22. 



16.6 The following table outlines the estimated reserves which underpin the 2020/21-2023/24 MTFP:



Table 21: Estimated Reserves at year end

		 

		Balance at 31st March 2020

		Balance at 31st March 2021

		Balance at 31st March 2022

		Balance at 31st March 2023

		Balance at 31st March 2024

		Balance at 31st March 2025



		 

		£000k

		£000k

		£000k

		£000k

		£000k

		£000k



		General Reserve

		4,032 

		4,032 

		4,032 

		4,032 

		4,032 

		4,032 



		Earmarked Revenue Reserves

		2,467 

		1,574 

		1,056 

		843 

		843 

		843 



		Ringfenced Revenue Reserves

		2,289 

		2,109 

		1,929 

		1,749 

		1,578 

		1,578 



		Capital Grants

		183 

		0 

		0 

		0 

		0 

		0 



		Capital Reserves

		4,203 

		41 

		9 

		9 

		9 

		9 



		Total

		13,174 

		7,756 

		7,026 

		6,633 

		6,462 

		6,462 



		 

		 

		 

		 

		 

		 

		 









16.7 At the end of 2024/25, the general reserve is expected to remain at £4.032m with total reserves amounting to £6.462m, albeit that £1.578m of this is effectively being held on behalf of other parties and collaborative initiatives. The percentage of general reserve against net revenue budget will fall from 3.8% at the end of 2019/20 to 3.0% as the net revenue budget increases.  The reserves are further detailed in Appendix G and also provide the information to accord with the Home Office and ministerial requirements.



16.8 The above reserve levels have been considered in the context of risk which comply with CIPFA’s guidelines which state that “in order to assess the adequacy of unallocated general reserves….take account of the strategic, operational and financial risks facing the authority.”



16.9 Whilst risk exposure and mitigation of that risk may not necessarily drive a material increase in spending, it will influence the level of general reserves year by year. 



16.10 Four key risks are specifically relevant to the level of general reserves now and in the future, which are outlined below.

· Economic instability – the risk that worsening economic conditions, real terms reductions in levels of government grant and the increased resource requirements will have a significant effect on already stretched financial resources. This will result in a restriction on operational activity and developments over the next four years and beyond, for example, curbing the ability to offer the level of community policing that the public is expecting unless a bigger draw on reserves is authorised; 

· External Risks – such as Brexit and global financial markets have been taken into account in setting reserves;

· Operational major incidents and nationally and locally managed capital schemes – the likelihood and impact of a major incident that could occur within the Force area and risks attached to significant capital schemes has been considered in determining an appropriate level of reserves;

· Council Tax – keeping council tax under control remains a priority for the Government.
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17	Capital 

[bookmark: _Toc361819666]

17.1	Well maintained and managed assets and critical infrastructure play a vital role in the delivery of efficient policing services.  Therefore it makes sense to plan how these assets will be maintained and managed.  The Capital Strategy is shown in Appendix H and underpins the draft capital programme for 2020/21.  



17.2	Considerable work has been undertaken during 2019/20 to consider future investment requirements over a longer period, albeit this naturally includes a number of assumptions.  A ten year programme is outlined within the Capital Strategy with the programme for the next five years being outlined in the table below:






Table 22: Draft Capital Programme for 2019/20 to 2024/25

[image: ]





17.3	The draft capital programme requires total funding of £69.5m for 2019/20-2024/25 with £6.0m planned to be spent in 2019/20.  For the current capital programme to be fully financed over the next six year, capital reserves will be depleted by the end of 2021/22.  In addition, it is foreseen that external borrowing of £49.1m will be needed over the same period.  The majority of this borrowing will fund the building of a new custody facility for Carmarthenshire, provide a solution to the ageing police facility in Brecon and fund the new training facility for the Joint Firearms Unit.  The cost of these three capital projects are currently expected to be in the region of £29.0m.



18 Public Consultation and Opinion



18.1 On the 5th December 2019, the Commissioner launched his public consultation on police funding for 2020/21.  It was important to the Commissioner that he sought the views of the public and Dyfed-Powys Police workforce.  He urged all to voice their opinion on this critical issue, to ensure that as a Police Force, Dyfed-Powys Police can continue to safeguard its communities with the highest standard of service available. 



18.2 To assist the public in providing their views, a survey was created and both distributed and promoted widely.  The Commissioner outlined the impact of what an additional £1, £1.50 and £2 per month on the Police Precept would mean to Dyfed-Powys Police and its service users. The survey closed on Sunday 12th January 2020.   



18.3 This year’s consultation once again saw a significant increase in responses from 531 last year to 617 for this year.



Table 23 – 2020/21 Precept Consultation Responses

		How much more would you be willing to pay each month through the police precept?



		Response

		No. of responses

		% of responses



		An additional £1

		244

		40%



		An additional £1.50

		106

		17%



		An additional £2

		267

		43%



		Total

		617

		100%







18.4 Six out of ten (60%) of respondents to the Commissioner’s survey would be supportive and willing to pay an additional £1.50 or £2 each month through the Police Precept with the remaining 40% willing to pay an additional £1 each month.  



19 Conclusion



19.1 As outlined in the Commissioners summary, given the historic funding decisions and scale of the financial challenges and operational challenges that both Dyfed-Powys and the wider police service face, it is vital to secure a police precept which will safeguard policing and support the continued delivery of the priorities set out the Police & Crime Plan.   



19.2 The above report sets out the array of internal and external factors and considerations which have informed the development of the MTFP.



19.3 The Commissioner submits a precept proposal for 2020/21 and assumptions that underpin the MTFP to 2024/25.  



19.4 The Commissioner therefore submits a precept proposal for scrutiny by the Dyfed-Powys Police and Crime Panel which will raise the average band D property precept by £1 per month or £12 per annum to £260.56, a 4.83% increase. This increase is in accordance with the flexibilities outlined by the Government and will raise a total precept of £58.793m.  This will provide a total of central and local funding of £115.402m representing a 7.96% increase on funding levels in 2019/20.  






19.5 The impact of this police precept on each property banding are shown below:



Table 24 - Council Tax Bandings

		Tax Band

		Basis

		2019/20

		2020/21

		Increase



		A

		6/9ths

		£165.71

		£173.71

		£8.00



		B

		7/9ths

		£193.32

		£202.66

		£9.34



		C

		8/9ths

		£220.94

		£231.61

		£10.67



		D

		9/9ths

		£248.56

		£260.56

		£12.00



		E

		11/9ths

		£303.80

		£318.46

		£14.66



		F

		13/9ths

		£359.03

		£376.36

		£17.33



		G

		15/9ths

		£414.27

		£434.27

		£20.00



		H

		18/9ths

		£497.12

		£521.12

		£24.00



		I

		21/9ths

		£579.97

		£607.97

		£28.00
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19.6 This level of funding will allow the Force to continue to provide focussed funding to meet their operational and strategic delivery plans demonstrating improvements against Force Management Statement priorities, financial and operational resilience, HMICFRS recommendations and self-identified areas for improvement. These plans are also anticipated to have a positive impact in maintaining and improving the standards of service that the public can expect as well making a tangible impact staff and officer workloads and wellbeing.
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1. Section 25 of the Local Government Act 2003 requires that the Chief Finance Officer report, to the Commissioner, at the time the budget is being set, on the following matters:

· the robustness of the estimates made for the purposes of calculations;

· and the adequacy of the proposed financial reserves. 

2. Both the Commissioner and Police and Crime Panel are required to have regard to this report when considering and making decisions in connection with the budget.

3. The proposed budget presented in this report is based upon robust figures, prepared by the Director of Finance but in consultation with myself, the Chief Finance Officer.  The detailed estimates have been prepared on a realistic basis and a result of comprehensive work undertaken by Corporate Finance in liaison with senior officers across the Force and have been subject to review and discussion through formal and informal meetings.  

4. The MTFP sub group which was established during 2018 has continued in earnest to consider the array of issues and financial assumptions which have informed this budget.  Much work has also been undertaken under the Finance, Efficiencies and Futures Group to consider capital requirements over a longer horizon and albeit that this contains a number of assumptions and uncertainties, it has highlighted longer term requirements and consequential implications for the revenue budget.

5. The MTFP also takes cognisance of the critical review of service demand that has been undertaken and also addresses issues identified in the Force Management Statement.

6. Proper provision has been made for realistic pay and price increases, and achievable levels of income. To inform the assumptions both the Director of Finance and I have taken cognisance of a wide range of financial and economic data and also engage closely with professional networks.

7. The Chief Constable continues to report financial performance monthly through Policing Board and quarterly through Police Accountability Board.  Updates are also provided to the newly formed Finance, Efficiency and Futures Board and also through the Finance and Procurement Group.  Finance is also a standard agenda item for other governance groups to ensure the appropriate and timely escalation of issues.   I meet on a bi weekly with the Director of Finance and there is close working with the Corporate Finance team in relation to a number of specific areas which impact on the budget preparation and the MTFP.  Corporate Finance also delivered a suite of financial management training to senior managers across the organisation during 2019, and have themselves undertaken additional training provided by the Chartered Institute of Public Finance and Accountancy.

8. There has been much focus on the requirements to deliver efficiencies over the last 10 years, and the Government have set out very explicit expectations in this regard.  The Efficiency Plan is therefore a structured way reduce expenditure in a controlled manner. The assumptions for savings, efficiencies and service transformation are ambitious but should be achievable through close management and monitoring through the revised governance structure, albeit that it is recognised that the plan does carry a risk in terms of attainment.  

9. The Efficiency Plan for 2020/21 is forecast to deliver sufficient savings to balance the 2020/21 but it should be recognised that savings and efficiencies are proving harder to achieve.  Intrinsic to the delivery of this efficiency plan, the force are establishing a Business Benefits Realisations post to work with senior managers to ensure benefits are both realised and captured appropriately. In line with Government expectations there will need to be a continued organisational focus on efficiencies and transformation over coming years. 

10. The political turmoil of 2019 and funding uncertainties have undoubtedly impacted on financial planning.  It is vital to highlight the difficulties in planning sustainably for the medium and long term when government funding announcements are for one year only and notified very late.  There are also a number of specific grants which underpin core policing activity both locally and regionally, including the new specific grant to support recruitment for Operation Uplift. The continued uncertainty regarding future funding is not helpful for both service delivery and financial planning.  Prudent assumptions have been made for the MTFP, but future years will need to be revisited as information comes to light.

11. The delayed Comprehensive Spending Review is likely to recommence shortly and the local, regional and national implications will need to be carefully considered and the MTFP will need to be updated to reflect accordingly.     

12. The Government are also likely to recommence their work on the review of the police funding formula.  The previous iteration of this work suggested a significant impact for Dyfed-Powys with a loss of circa £8m grant funding.  Given both the uncertainties and scale of these reductions, the MTFP does not reflect any assumptions at this stage.   Both the Director of Finance and I will continue to contribute to this work and once more solid information is known will work with Chief Officers to develop viable delivery models. 

13. Whilst the increase in core funding and the specific grant to support police officer recruitment through Operation Uplift have been welcomed, there are concerns that future costs will not be met in their entirety from government grant.  There are also concerns that future service transformational choices may be unduly hindered by the dichotomy and conflict against government requirements and expectations in relation to Police Officer numbers.  The nuancing of these complex issues are however being raised and discussed at a national level. 

14. The adequacy of general reserves needs to be closely monitored to ensure that it is maintained at a sustainable level.  The assumed profile of funding and cost of services within the MTFP sees a reduction of General Reserves falling from  3.77% of Net Revenue Expenditure at the end of 2019/20 to 2.87% by the end of 2024/25.  This reduction is due to the increases in the net revenue budget rather than the utilisation of reserves.  These levels assume that there are no calls on general reserves to meet unforeseen financial burdens.

15. The previous decision to use reserves to underpin the annual revenue costs has undoubtedly caused sustainability strain over the medium term.  When setting last year’s MTFP it was anticipated that the use of reserves would be mitigated by the end of 2020/21, however given the scale of financial pressures faced this period has now been extended to 2021/22.   

16. Through the work of the Finance Gold Group during 2018/19 and prudent in year financial management, two new specific reserves were established at year end.   A Chief Constable Contingency Fund of £385k was created to assist in mitigating the financial impacts of annual peaks and troughs in critical and major incidents, with an additional contribution of £100k planned contribution within the 2019/20 budget.  The Commissioner also created a Sustainability and Transformation Reserve of £494k to assist the development of innovative organisational initiatives.

17. There are also earmarked reserves which are held by the Commissioner to fund Community and road safety initiatives along with some ring-fenced reserves which are effectively held on behalf of third parties for the Go Safe partnership and for the Collaborative Arrangements.

18. As detailed in the reserves strategy the adequacy of both the General reserve and specific reserves will be kept under constant review.

19. The robust approach on risk management and prioritisation of investment has enabled critical infrastructure developments and ensure a sustainable police service.  Dyfed-Powys have continued to maximise on collaborative opportunities at both a regional and national level but as well as enabling efficiencies there are also cost implications of doing so.

20. There has been considerable focus on the Capital Programme and Strategy by the Finance, Efficiencies and Futures Group during 2019/20 and this MTFP for the first time considers the investment requirements for a ten year period.  However the financing of this programme is challenging given that Capital Grant has been reduced from £325k to £85k per year.  This MTFP seeks to progressively increase the annual revenue contribution to capital to a sustainable level and keep the requirement of external borrowing to an affordable minimum, but this naturally causes an additional annual pressure within the revenue budget.  

21. There are three major capital developments which will need to be effectively be funded by borrowing – notably the Llanelli Custody facility, new station facility in Brecon and a required new training facility for the  collaborative Joint Firearms Units.  The servicing of this borrowing adds an additional annual pressure to the revenue budget.   All of these projects are subject to formal governance and appropriate due diligence but due to a number of issues the costs of each have increased since initially being recognised within the capital programme.

22. Despite the assumed increases in council tax precept, core grant and use of revenue reserves there are shortfalls over the term of the MTFP.  There are a number of uncertainties and risks which are detailed within the MTFP and despite the additional funding to support Operation Uplift, it is clear that the financial environment will remain challenging for the foreseeable future. 

23. This MTFP has fully considered and documented the array of known issues and assumptions which impact over the period of planning period and I am satisfied that the proposals for 2020/21 produce a balanced budget and that the current level of reserves are adequate.  Dyfed Powys Police will however continue to face financial challenges and both the impact and implications of the CSR and the review of the Police Funding Formula will need very careful consideration to ensure financial resilience and sustainability whilst continuing to protect the communities of Dyfed-Powys.

  

Beverley Peatling

Chief Finance Officer to the Police and Crime Commissioner for Dyfed-Powys 
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		Budget area

		% of net costs

		Risk level

		Identified Risk

		Mitigating factor



		Police Officer Salary Costs

		48.5%

		High

		Overtime incurred on major incidents/operations/investigations is not controlled and monitored and therefore exceeds the budget.

Allowances paid for bonus payments, etc could exceed budget.

The number of officers in post increases above the approved funded establishment.

Assumptions have been made in relation to future pay awards but until finalised remain uncertain.

The full costs of Operation Uplift will not be fully funded by Government Grant.

Government expectations and conditions of grant to support Operation Uplift will contradict and hinder the force in its transformation and ability to meet future efficiency and savings requirements.









		The Finance Gold Group established an Overtime sub group and has put in place additional controls in relation to all aspects of financial control and management of overtime.  Additional authorisation processes for overtime were put in place in summer 2018 and financial reporting was strengthened to facilitate timely and accurate monitoring.

Through prudent financial management, a Chief Constable Contingency Fund of £385k was established at the end of 2018/19 to ease the peaks and troughs of major and critical incidents.  It is anticipated that this reserve will be supplemented by a further £100k by the end of 2019/20.

Finance representation on gold groups and other operational investigation groups now occurs as a matter of course. This enables overtime and other costs to be closely monitored and reported to each meeting.

The establishment is monitored continually as part of budgetary control process. A Budget Monitoring Procedure is in place with the budget being reported regularly to Chief Officer Group.

HR has a recruitment plan for the year ahead based on the projected number of police officer retirements, leavers and transferees. The required intake of probationers are planned and allocated accordingly.

In year financial performance is discussed regularly by the PCC and CC at Policing Board and within dedicated Finance Seminars.  Financial matters are also covered at the Police Accountability Board, the Joint Assets Board and Finance and by the Procurement Group.

A Gold Group has been established to manage Operation Uplift and the impact and implications will be escalated through the revised governance structure. Local and national representations in relation to the wider and perhaps unintended consequences of Operation Uplift will continue to be made.



		Police Staff Salary Costs (including PCSO’s)

		29.3%

		High

		The number of staff in post increases above the approved funded establishment.

Projects requiring staff involvement out of normal working hours are accurately costed for additional costs such as overtime etc.



		The establishment is monitored continually as part of budgetary control process. A Gateway process has been established to monitor and control the establishment on a strategic basis. A Budget Control Procedure is in place.

Professional payroll and human resources staff will be engaged in establishing staff entitlement for additional hours.

In year financial performance is discussed regularly by the PCC and CC at Policing Board and within dedicated Finance Seminars.  Financial matters are also covered at the Police Accountability Board, the Joint Assets Board and Finance and by the Procurement Group.



		Police Officer Pensions

		13.6%

		High

		Given both the pensions directions and  outcome of the legal challenge around Career Average Schemes there is a risk of yet further increased contributions. The financial remedies as a consequence of the Leigh Day case are still awaited and these could have significant financial implications.

Also, changes in the way certain elements such as injury payments are treated pose a risk.





		Linked to police officer salary costs above.

Ability to amend recruitment profiles during the year, albeit must recognise the conflict of requirements of Operation Uplift.

Historically major changes which have significant financial implications have been funded through the Home Office and then factored into subsequent actuarial reviews.



		Indirect Staff Costs

		1.2%

		Medium

		These might increase above budget.

Uncertainty continues around the ongoing funding of the new police recruitment for the Police Education Qualification Framework (PEQF) which was adopted from March 2019.

Insurance costs pressures are being monitored

		Training budgets have been set to reflect operationally critical requirements.  Budgets are monitored on a monthly basis and a Training Prioritisation Group considers training priorities before training is delivered.

The PCC and CC continue to discuss and monitor training requirements at Policing Board.

Discussions and representations are ongoing with the Home Office in relation to future funding to support PEQF. 



		Premises Costs

		3.8%

		Medium

		Despite a programme of work to address the condition of the estate, increased revenue costs may be required to ensure that the estate is maintained as a safe working environment for staff and officers.

Fluctuations in electricity and gas costs may continue as a result of market conditions and more extreme weather conditions.

		The capital programme is considered as part of Medium Term Financial Strategy and annual budget setting process and has been subject to specific review by the Finance, Efficiencies and Futures Board with an extended 10 year view for this MTFP.

Review of energy utilisation to seek efficiencies and invest to save opportunities.

Robust budget monitoring procedures are in place and adhered to.

The Strategic Estates Group brings together key staff within the PCC’s office and from the Force meet monthly to discuss estates matters including finances.  Matters are then escalated to the Finance, Efficiencies and Futures Board which is chaired by the DCC.

The establishment of the Sustainability Group will consider further efficiencies and oversee the Sustainability and Transformation Reserve which was created at the end of 2018/19. 



		Transport Costs

		1.8%

		Medium

		Although there are planned changes to the fleet size, the costs of fuel are prone to significant market fluctuation which could increase in running costs.

The exit from the European Union may lead to increased fuel costs in the future and impact on the availability and costs of spare parts.

		The capital programme is considered as part of Medium Term Financial Strategy and annual budget setting process and has been subject to specific review by the Finance, Efficiencies and Futures Board with an extended 10 year view for this MTFP.

The Strategic Vehicle Group meets to discuss the vehicle fleet – group is chaired by the Director of Finance with matters being escalated to the Finance, Efficiencies and Futures Group.

Fuel prices are monitored and their impact regularly assessed through the robust budget monitoring procedures that are in place.

Telematics data is allowing the Force to monitor vehicle usage and optimise the size of the fleet.

The capital programme includes provision for the continued adoption of electric vehicles which will reap efficiencies and savings.

The potential impacts of the exit from the European Union are being monitored at a local, regional and national level.



		Supplies and Services and Commissioning

		10.8%

		Medium

		Non purchase orders could result in over spends against the budget.

The exit from the European Union may lead to shortages in supply and increases in costs.



		Purchase orders are processed with a built in budget check for high value items.

The Procurement Department ensure that the procurement of goods and services are made in accordance with Financial Regulations and Procedures.

Robust budget monitoring procedures are in place and adhered to. 

The establishment of the Police Commercial Organisation in 2020/21 should facilitate and reap some national, regional and local savings.

PCC’s commissioned services are authorised by the Director of Commissioning and are overseen by the Commissioning Advisory Board.



		Agency & Contracted Services

		3.4%

		Medium

		Additional and increasing costs arising from the collaboration arrangements – specifically the Regional Organised Crime Unit, Joint Firearms Unit and JFU training facility’s.

		Work is ongoing to strengthen the governance and financial management arrangements surrounding collaboration.  

Additional financial provision has been made for 2020/21 and assurances over specific grant funding being sought.



		Capital Financing

		1.1%

		Medium

		Borrowing costs could increase if there is a rise in interest rates

		External advise from Treasury Management Consultants

The Capital Strategy, Investment Strategy and Medium Term Financial Plan are aligned.



		Specific Grant

		-7.6%

		High

		Critical services which are supported by Grant cannot be sustained.

Additional financial burdens incurred as a result of lost/ reduced grant funding.

Grants should be utilised in accordance with the terms and conditions of grant.

Grant providers may cease payments of grant with minimal notice.





		A grant register records all grants due.

Posts funded by grants should be recruited on a temporary basis for the duration of the grant.

All terms of grant are authorised by the Chief Financial Officer.

All establishment amendment forms are scrutinised by the Establishment Control Group with changes authorised by the Director of Finance and Head of Human Resources and.

Comprehensive exit plans continue to be developed for each specific activity supported by external grant.

PCC Commissioned services supported by specific grant are authorised by the PCC, Director of Commissioning after consultation with the Chief Finance Officer.



		Other Income

		-5.2%

		Medium

		Income targets are under achieved as a result of lower than forecasted activity levels.

		The Income Generation Group considers opportunities for the maximisation of income generation with budget holders being actively encouraged to develop opportunities.

Income will be reviewed and monitored as part of financial management and budgetary control arrangements.



		Use of Reserves

		-0.7%

		High

		Reserves are underpinning the revenue budget which causes sustainability difficulties in future years.

Unexpected demand led pressures on budgets cannot be met without an adverse impact.

		Annual review and consideration of reserves Strategy which outlines the approach and arrangements 

MTFP reduces level of reserves which are underpinning the revenue budget over next 2 years.

Creation of operational reserve to mitigate peaks in critical and major incidents.



The Medium Term Financial Plan Group continues to review medium term requirements, reserves and funding with matters being escalated to the Finance, Efficiency and Futures Group as appropriate.

Regular monitoring of the financial position occurs through the forces’ Chief Officer Group (COG) and Policing Board.





		Capital

		N/A

		High

		The size, high cost and complexity of capital projects increases the risk of exceeding budgets, time overruns and not achieving the objectives of the original business case.

		The capital programme is approved and monitored by the PCC and discussed at monthly Joint Assets Board meetings. Capital investment is also discussed at dedicated Finance Seminars led by the PCC.  Chief Officers receive regular reports and monitor progress with capital projects at COG. Governance arrangements are in place covering all major projects for the Force.
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RESERVES STRATEGY



RESERVES, BALANCES AND PROVISIONS



1	Introduction 

0. The requirement for financial reserves is acknowledged in statute. Sections 32 and 43 of the Local Government Finance Act 1992 which require local authorities in England and Wales to have regard to the level of reserves needed for meeting estimated future expenditure when calculating their budget requirement.

0. The Financial Management Code of Practice states that the Police and Crime Commissioner (Commissioner) should establish a strategy on reserves (including how they might be used by the Chief Constable) and provisions in consultation with the Chief Constable. This should have due regard to the need to ensure the on-going funding of policing activities and the requirement to meet exceptional or extraordinary policing operations.

0. Reserves are an essential part of financial management. They help the Commissioner and Chief Constable cope with unpredictable financial pressures and plan for future spending commitments.

0. All reserves will be held by the Commissioner and managed to balance funding and spending priorities and to manage risks. This forms an integral part of the medium-term financial planning process. 



1. Definitions



1. Reserves and balances are different from provisions from an accounting perspective. In the case of useable reserves (as opposed to unusable reserves) and provisions, both amounts represented on the balance sheet should be matched by physical cash balances, unless internal borrowing has taken place. 



1. Usable Reserves – are balances which are generally held for three specific purposes and are categorised as general reserves or earmarked reserves:

· A working balance to help smooth the impact of uneven cash flows – general reserves;

· A contingency to deal with unexpected events – general reserves;

· A means of building up funds to meet known or predicted requirements – earmarked reserves.



1. Earmarked Reserves – these are balances that are being held by the for a specific initiatives and purposes.



1. Ring-fenced Reserves - these are balances that are being held by the Commissioner on behalf of third parties and cannot therefore be utilised without specific direction.

1. Unusable Reserves - do not have equivalent cash balances and are held for accounting purposes.



1. Provisions – are required for any liabilities of uncertain timing or amount that have been incurred. 



1. Governance Arrangements



2. Minimum governance requirements in respect of reserves and balances are:

· The Commissioner has a soundly based strategy on the level and nature of reserves and balances it needs which will be considered by the Joint Audit Committee;

· The required levels of reserves and balances should be reflected in the annual budget and Medium Term Financial Plan (MTFP);

· The Commissioner monitors and maintains the level of reserves and balances within the range determined by its agreed policy, advised by the CFO who will ensure that there are clear protocols for their establishment and use;

· The Commissioner retains adequate reserves so that unexpected demand led pressures on budgets can be met without adverse impact on the achievement of the key priorities;

· The Commissioner’s strategy for reserves and balances is based on a thorough understanding of needs and risks, and is properly and clearly reported at the time the budget and precept are set. The level of balances is kept under review and managed to ensure that financial standing is sound and supports the Commissioner in the achievement of their long term objectives;

· Where target levels for reserves and balances are exceeded, the opportunity costs of maintaining these levels has been established, compared to the benefit accrued.



2. Locally agreed Financial Regulations and the Scheme of Consent should: 

· Contain full details of how the Reserves and Balances strategy will operate locally;

· Ensure that the annual budget includes a realistic amount of operational contingency that is available to the Chief Constable for operational priorities without the need for additional approval; and 

· Make provision, where appropriate, for budgets to be carried forward from one financial year to the next.




Statutory Responsibilities



2. The “CIPFA Statement on the Role of the Chief Finance Officer of the Police and Crime Commissioner and the Chief Finance Officer of the Chief Constable” sets out the five principles that define the core activities and behaviours that belong to the role of the CFO and the organisational arrangements needed to support them. 



2. For each principle the Statement sets out the governance arrangements required within an organisation to ensure that CFOs are able to operate effectively and perform their core duties.



2. Governance arrangements required in respect of reserves and balances and which are the responsibility of the CFO are:

· Ensuring that advice is provided on the levels of reserves and balances in line with good practice guidance; 

· To report at the time the budget is considered and the precept set, on the robustness of the budget estimates and the adequacy of financial reserves, as required by s25 of the Local Government Act 2003, and in line with CIPFA guidance. 



2. Both should be undertaken in consultation with the Director of Finance (CFO Chief Constable). 



2. There are also a range of safeguards in place that militate against the Commissioner over-committing financially. These include:

· The balanced budget requirement;

· Chief finance officers’ Local Government Finance Act 1988 Section 114 powers which requires the chief finance officer to report if there is or is likely to be unlawful expenditure or an unbalanced budget; and

· The external auditor’s responsibility to review and report on financial standing includes a review of the level of reserves taking into account their knowledge of the organisation’s performance over a period of time. However, it is not the responsibility of auditors to prescribe the optimum or minimum level of reserves for individual organisations.



5.	Home Office Guidance on Police Reserves



5.1	On 31st March 2018 the Minister for Policing and the Fire Service published new guidance on the information that each PCC must publish in terms of police reserves.    



5.2	One of the key requirements is that the information on each reserve should make clear how much of the funding falls into each of the following three categories:



• 	Funding for planned expenditure on projects and programmes over the period of the current medium term financial plan

• 	Funding for specific projects and programmes beyond the current planning period

• 	As a general contingency to meet other expenditure needs held in accordance with sound principles of good financial management.



5.3	The Minister also outlined that future grant funding levels would take into account the transparent publication of this information across the service.



1. Assessing the Appropriate Level of Reserves



0. The Commissioner is responsible for ensuring that the level of reserves is appropriate for local circumstances, and is accountable to taxpayers for the decisions made. The CFO (PCC) has a duty to provide the Commissioner with the advice they need to make good decisions.  



0. Reserves are maintained as a matter of prudence. They enable the organisation to provide for cash flow fluctuations and unexpected costly events and thereby help protect it from overspending the annual budget, should such events occur. Reserves for specific purposes may also be maintained where it is likely that a spending requirement will occur in the future.



0. The public’s acceptance of the precept is partly reliant on the understanding that the precept is spent on policing and that only a reasonable and prudent amount of any over-funding is being stored away as a general reserve. Conversely, when unforeseen expenditure arises, it is likely that the public would expect that the organisation would have sufficient resources to cover the expense without recourse to overspend.



0. In order to assess the adequacy of reserves, the CFO (PCC) should include an up-to-date assessment of the strategic, operational and financial risks facing the organisations.



0. Setting the level of reserves is one of several related decisions that must be taken when preparing the MTFP and the budget for a particular financial year. 



0. Assessing the required level of reserves should involve carrying out an analysis of the Balance Sheet on an annual basis and projecting forward the key items of the Balance Sheet. This projection incorporates forecasting levels of reserves and balances over a three year time horizon to cover the MTFP and capital programme. 



0. In assessing the level of reserves due consideration is also taken of the Government support arrangements:

· Welsh Government Emergency Financial Assistance Scheme to help Forces faced with financial burden as a result of providing relief and carrying out immediate work in response to large scale emergencies. The scheme is subject to a threshold which is set at 0.2% of the revenue budget.

· Home Office Special Grant to meet additional costs that would be incurred from policing unexpected and exceptional events within their areas.  If approved  forces are expected to meet the additional costs of the event up to 1% of the revenue budget

0. An effective reserves and balances strategy should consider the organisations approach to treasury management, capital expenditure plans and the need for external borrowing, against the use of balances and reserves.



0. CIPFA guidance suggests that in addition to cash flow requirements, the following factors should be considered:



		Budget Assumptions

		Financial Standing and Management



		The treatment of inflation and interest rates

		The overall financial standing of the organisations (level of borrowing, debt outstanding, council tax collection rates etc.)



		Estimates of the level and timing of capital receipts

		The organisations track record in budget and financial management including the robustness of the medium term plans.



		The treatment of demand led pressures

		The organisations capacity to manage in-year budget pressures



		The treatment of planned efficiency savings/ productivity gains

		The strength of the financial information and reporting arrangements



		The financial risks inherent in any significant new funding partnerships, major outsourcing arrangements or major capital developments

		The organisation’s virement and end of year procedures in relation to budget under/over spends at organisational and departmental level



		The availability of other funds to deal with major contingencies and the adequacy of provisions

		The adequacy of the organisation’s insurance arrangements to cover major unforeseen risks.







0. The Commissioner must have due regard to the need to ensure the on-going funding of policing activities (including the requirement to meet exceptional or extraordinary operations). The annual budget should include a realistic amount of operational contingency to be available to the Chief Constable to meet operational priorities without the need for additional approval.



0. The Chief Constable will ensure that the annual revenue budget is sufficient to finance foreseeable operational needs by presenting a business case as part of the MTFP and annual budget setting process to the CFO (PCC) and Commissioner for one-off expenditure items to be funded from earmarked reserves. 



0. The business case should include consideration of the level of reserves required for major incident investigations and other operational requirements, the amount of reserves required and timescales for their use.



0. Approval of business cases for the use of reserves will be subject to the authorisation limits set out in Financial Regulations, to assist with day to day operational decision making.



1. General Reserves



0. CIPFA’s “Guidance Note on Local Authority Reserves and Balances” states that a General Reserve is required to act as “ a working balance to help cushion the impact of uneven cash flows and avoid unnecessary temporary borrowing – this forms part of general reserves”. A General Reserve is also required to act as “a contingency to cushion the impact of unexpected events or emergencies – this also forms part of general reserves.”



0. Whilst CIPFA does not stipulate a minimum or optimal level of general reserve, its general guidance is to establish a reserve representing “resources set aside for purposes such as general contingencies and cash flow management.”



0. Setting the level of earmarked and general reserves is just one of several related decisions in the formulation of the MTFP and the budget for a particular year. Account should be taken of the key financial assumptions underpinning the budget alongside a consideration of the organisations financial management arrangements. 



8.	Earmarked Reserves including Ring-fenced Reserves



0. The current accounting Code requires the purpose, usage and basis of transactions of earmarked reserves to be clearly identified. A review of the purpose and level of reserves will be carried out annually during the budget setting process and details of the use of reserves included in the relevant note to the Statement of Accounts.



0. Earmarked reserves are categorised as either “usable” reserves or “unusable” reserves. Usable reserves can be applied to fund expenditure, unusable reserves are not resources backed and therefore do not have equivalent cash balances. 



0. It is the Commissioner’s policy to use reserves to fund non-recurring purchases to reduce the impact on the council tax precept. This includes using capital reserves to reduce the Capital Financing Requirement (CFR), if appropriate, which in turn will reduce the Minimum Revenue Provision charged to the revenue account annually.  



0. The target level of earmarked reserves will therefore fluctuate annually but will always be justifiable and monitored to ensure levels of earmarked reserves are not too high or too low.  Should the Commissioner deem that the level of usable reserves that he holds is above and beyond the levels reasonably required and specifically earmarked for future projects, the Commissioner may return reserves to the public.  This is to be achieved by first utilising reserves to fund one off investments.  



0. The reason useable reserves are held will be classified in line with the new Home Office classifications as outlined above.



0. Unusable reserves currently held include:

· Revaluation Reserve - The Revaluation Reserve contains the gains arising from increases in the value of Property, Plant and Equipment and Intangible Assets. The balance is reduced when assets with accumulated gains are revalued downwards or impaired, consumed through depreciation, or disposed of and the gains are realised;

· Capital Adjustment Account - The Capital Adjustment Account absorbs the timing differences arising from the different arrangements for accounting for the consumption of non-current assets and for financing the acquisition, construction or enhancement of those assets under statutory provisions;

· Accumulated Absences Account - The Accumulated Absences Account absorbs the differences that would otherwise arise on the General Fund Balance from accruing for compensated absences earned but not taken in the year, e.g. annual leave entitlement carried forward at 31 March. Statutory arrangements require that the impact on the General Fund Balance is neutralised by transfers to or from the Account;

· Pensions Reserve - The Pensions Reserve absorbs the timing differences arising from the different arrangements for accounting for post-employment benefits and for funding benefits in accordance with statutory provisions.



1. Reporting Framework

1. The Commissioner has a fiduciary duty to local taxpayers and must be satisfied that the decisions taken on balances and reserves represent proper stewardship of public funds.



1. The level and utilisation of reserves will be informed by the advice and judgement of the CFO (PCC). To enable the Commissioner to reach their decision, the CFO (PCC) will report the factors that influenced their judgement and ensure that the advice given is recorded formally within the Medium Term Financial Plan. This report will include as a minimum a statement:

· detailing the level of general reserve and any movements on the fund;

· on the adequacy of the earmarked reserves, relative to spending and an estimate of provisions in respect of the forthcoming financial year and the MTFP; 

· how reserves have changed over time;

· on the annual review of earmarked reserves including estimates of the year end balances. The statement will list the various reserves, their purpose, when they will be utilised and appropriate level; and

· An assessment of the risk of major incidents (operational and non-operational) occurring which is reflected in the budget and MTFP.



1. This report will be provided annually based on estimates to the Commissioner prior to approval of the council tax precept with the reserves position also being considered annually as part of the Commissioners approval of the Statement of Accounts.



1. As outlined above the Home Office issued specific guidance on Police Finance Reserves in January 2018 which seeks enhanced transparency across the service to demonstrate clear utilisation plans.  The reporting framework detailed above addresses these requirements.



1. The “Opportunity Cost” of Holding Reserves



2. The external auditor encourages a statement within the Reserve Policy on the opportunity cost of holding reserves. “Opportunity Cost” is an economic theory term, which means if you spend something on one thing you cannot spend it on something else.



2. Applied to reserves, this means that if reserves are held which are too high, then an organisation is foregoing the opportunity to lower the Council Tax. This theory does not however lend itself well in practice where levels of council tax increase can be capped. 



2. During the budget setting process the Commissioner considers using reserves for one off investments. This is considered a more sustainable use of ‘excess’ reserves and reduces the impact on the council tax precept.  As reserves reduce the opportunity to do this reduces.



2. It is essential that the Commissioner’s decisions on reserves are communicated clearly to local taxpayers to promote accountability.





1. Provisions



3. Provisions are required for any liabilities of uncertain timing or amount that have been incurred. Provisions are required to be recognised when:

1. the local authority has a present obligation (legal or constructive) as a result of a past event;

1. it is probable that a transfer of economic benefits will be required to settle the obligation; and

1. a reliable estimate can be made of the amount of the obligation.



3. A transfer of economic benefits or other event is regarded as probable if the event is more likely than not to occur. If these conditions are not met, no provision should be recognised.
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3. The requirement for provisions will regularly assessed.
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Capital Strategy



1 [bookmark: _Toc379795473]	Introduction



1.1 The Chartered Institute of Public Finance and Accountancy (CIPFA) Prudential Code 2017 requires local authorities to produce a capital strategy to demonstrate that capital expenditure and investment decisions are taken in line with desired outcomes and take account of stewardship, value for money, prudence, sustainability and affordability.



1.2 This Capital Strategy sets out the principles that underpin the production of the Police and Crime Commissioner’s (Commissioner) forward capital programme. It provides a high level overview of how capital expenditure, capital financing and treasury management activity contribute to the delivery of desired outcomes. It also provides an overview of the governance arrangements for approval and monitoring of capital expenditure, outlines how associated risk is managed and considers the implications for future financial sustainability.  



1.3 The priorities for policing in the local area are detailed in the Police and Crime Plan (PCP). This document is compiled by the Commissioner in consultation with the Chief Constable.  The priorities take account of the views of local people and partners as well as the Commissioner’s priorities as the elected representative.  The Commissioner published his PCP on 31st March 2017.  His priorities are:

· Priority One: Keeping our communities safe;

· Priority Two: Safeguarding the vulnerable;

· Priority Three: Protecting our communities from serious harm;

· Priority Four: Connecting with communities.



1.4 The Commissioner and Chief Constable also take account of Strategic Policing Requirements issued by the Home Secretary. The Chief Constable is responsible for supporting the Commissioner in the delivery of the priorities set out in the PCP and has developed a Police & Crime Delivery Plan to support the PCP.  His operational delivery, performance monitoring frameworks and financing decisions focus on these priorities.  Five key delivery principles will support the PCP:

· Delivering value for money

· Public engagement

· Working together

· Supporting victims

· Strong leadership



1.5 The Capital Strategy is a tool to support planning and corporate working across the two Corporations Sole helping to ensure that assets are used and managed well. The Capital Strategy shows how we prioritise, monitor, deliver and evaluate our capital programme using the basic principles of the project methodology.



1.6 	Dyfed-Powys is geographically the largest police area in England and Wales covering over half the landmass of Wales. It is particularly affected by the challenges associated with policing a largely rural area which includes two significant Ports, the major installations at Milford Haven and a vibrant tourist industry. Capital Assets, whether Police Stations, Police Houses, Radio Masts, Vehicles or Information Technology and other operational equipment play a vital role in the delivery of policing services across the area and in terms of delivering Police and Crime Plan priorities.



2 	Key Partnerships

2.1 	In delivering each element of the strategy, the Commissioner plans to take due account of the continuing collaboration agenda and will take every opportunity to engage with neighbouring Forces and other constituent Authorities in developing strategies to counter common problems. This Capital Strategy takes account of the continuing need to invest in these key priority areas working with partners in the future.



3. Financial Sustainability



3.1 For many years Dyfed-Powys has benefitted from significant levels of capital reserves which have been supplemented by the sale of operational buildings or police houses.  



3.2 These reserves have historically underpinned capital investment but over the next two years the position moves away from the use of reserves into a position of funding through either direct revenue financing or borrowing.  This therefore adds pressures to the revenue budget and consequentially to the council tax precept.  It must also be noted that is also in a continued period of revenue pressures, increased demand and funding uncertainty. 



3.3 The strategic approach is therefore to invest in core infrastructure now that will not only offer overall service improvements to the public, but also maximise revenue savings into the future through more efficient and mobile use of police personnel, enabled by improved Information and Communication Technology systems and other core infrastructure for example, connected vehicle fleet and building assets.  



3.4 Capital investment will also be influenced by and take account of national visions for policing, the strategic policing requirement and both regional and local priorities.  













4 	Capital Programme



4.1 Assets are vital to the delivery of efficient services and should be well managed and maintained. Strategies for Estates Management, ICT and Vehicle replacements underpin the Capital Strategy in providing the details for the longevity and the optimum replacement cycles for these items. 



4.2 The Capital Programme and financing which covers the revised position for 2019/20 through to 2024/25 is summarised below:



Table 1- Capital Programme 2019/20 – 2024/25

[image: ]





4.3 Much work has been undertaken during 2019/20 by the Medium Term Financial Planning group and Finance, Efficiencies and Futures Board to consider financial and investment requirements over a longer time frame.  Albeit that it contains a number of assumptions and uncertainties this Capital Strategy includes a capital programme, shown at Appendix I, which has been extended to cover a 10 year period.  This programme will be revisited as clarity arises and annually, as part of the formal budget and precept setting.



4.4 The capital investments seeks to contribute to cashable efficiencies in the future delivery of policing in the Dyfed-Powys area in the following ways:

· A reduction in revenue expenditure through a programme of potential buildings refurbishments and rationalisation as outlined in the estates strategy;

· Ensuring that planned building maintenance is prioritised on the basis of risk and statutory compliance;

· Centralisation of custody in Carmarthenshire;

· New partnership facilities in Brecon;

· New collaborative firearms Range to support the training needs and requirements of the Joint Firearms Unit;

· Delivery against the Digital Policing Strategy and Roadmap which entails investing in the National Enabling Programme, Mobile data, Emergency Services Network, record management system, digital policing and continued investment in IT systems, Body Worn Video, and ANPR technology to maintain productivity and performance levels;

· Embracing new ways of agile working which will reap and realise organisational efficiencies but require some upfront investment for both estates and IT; 

· Ensuring that opportunities for service collaboration and sharing of buildings and other assets continue to be explored.



4.5 Estates

5. The Commissioner has an Estates Strategy which provides clear guidance and direction around the future strategic and operational Estates requirements for the Dyfed-Powys Force, and provides clarity for budget allocation and future investment requirements.

5. The aim of this strategy is “to provide a cost effective and operationally relevant estate that supports and compliments the services we provide to the community” 

5. Critical to this is the provision for improving custody facilities in Carmarthenshire which is now expected to cost in the region of £14.7m. The project is seeking to deliver an 18 cell complex with ancillary office accommodation and Police station facilities on the outskirts of Llanelli. The project is currently at design Royal Institute of British Architects (RIBA) stage 3 which in principal denotes preparing and issuing the proposed design for planning Ecological, geotechnical and ground surveys have already been undertaken and planning approvals are now being sought.  Subject to planning approvals and contract, the project timescales are envisaged to be 18 to 20 months with public consultation planned for spring 2020 and construction commencing in autumn 2020.

5. Significant refurbishment works and investment has now taken place to address a considerable programme of condition survey works across the estate within all four counties, some residual works will be completed during 2020/21.  The condition survey has also informed the Estates Strategy in determining which properties to retain and where future moves and accommodation changes need to be planned

5. Due to the deteriorating condition of the existing facility in Brecon, provision of £6.2m has been included for a potential collaborative opportunity, albeit depending on which scenario is finally approved there may be some proceeds of sale arising from the sale of surplus land on the existing site.  Funding was received during 2018 to assist in developing a business case on behalf of partners and this work continues, albeit it has proved difficult to obtain a firm commitment from partners.  A final business case will be presented to Policing Board and at this stage it is anticipated that construction will commence in 2020/21. 

5. In addition to this, there will be a rolling programme for planned maintenance programme which is informed by the Condition Survey.  Condition surveys have been carried out across the whole estate determining the level of investment required at each location by each sub fabric element Custody upgrades are carried out in a phased approach based on risk and corrective actions as identified during HMIC audits.  Prioritisation of works is reviewed based on risk factors aligned to condition of fabric and to the occupant, legislative requirements and business continuity considerations which inform the decision making process and timescales.

5. The requirement for a firearms training facility to support the southern Welsh Forces collaborative Joint Firearms Unit was identified during 2018/19.  The existing range has been deemed not fit for purpose and a new facility is required to meet the very extensive training needs and legal requirements for firearms officers.  Considerable discussion has taken place between Commissioners and Forces with full business case being produced consider a range of options and potential locations for a new facility.  Extensive due diligence has been undertaken and negotiations on land options are currently underway.  At this stage total costs of c£30m have been identified with £8.1m being Dyfed-Powys’ share of costs profiled over the next two financial years. 

5. The capital budget supplements a centralised revenue budget for planned and cyclical major buildings works which are programmed based on risk and future strategies for each building.  Revenue resources are also held and managed locally for smaller scale repairs, upkeep, and maintenance initiatives/programmes. Investment has been prioritised within the capital programme to achieve efficiencies and reap reductions in revenue expenditure within the estate. 

5. The Director of Estates has worked closely with the force to develop the business case for agile working which seeks to transform and embed efficient ways of working.  This approach will have longer term implications for both the estate and for IT and will require some upfront investment to facilitate longer term efficiencies.  

5. A newly formed Sustainability Group was established during 2019 with this groups terms of reference seeking to explore and maximise sustainability opportunities.  The forward capital programme therefore includes provision for a number of initiatives which as well as considering environmental and sustainable considerations will also seek to achieve efficiencies. The new Facilities Management Contract commenced in spring of 2019 and will continue to reap dividends mitigating pressures arising from increasing utilities costs in the revenue budget.

4.6 Fleet



4.6.1 In relation to Fleet, telematics devices were fitted into the Forces’ vehicles during the course of 2017/18. This has provided the Force with the fleet utilisation and driver behaviour data which has been analysed to inform the optimal operational fleet size and deployment profile along with informing operational driver training requirements.  Revenue efficiencies have already been realised as a consequential result of the installations with future efficiency targets forming part of the MTFP. An initial replacement programme has been developed and the cost implications are included in the forward capital plan.

4.6.2 Strategic Fleet Management Group meets quarterly to provide overall governance and operational assurance which in turn reports into a Finance, Efficiencies and Futures Board. Vehicle requirements are considered in detail at the vehicle user group which is attended by operational and support representatives.  The strategic approach to fleet management are also informed by regional and national working groups.

4.6.3 The Force continues to utilise the National Framework agreement to procure operational vehicles. The current replacement programme is on target to fully spend the budget for the 2019/20 financial year. The Force continues to actively pursue collaboration opportunities and is fully engaged with the National Police Chief’s Council work in relation to fleet efficiency and sustainability and is currently in the process of tendering for 18 electric Vehicles over the next 2 years. There is work on-going nationally to produce a requirements specification which will seek to maximise efficiencies of scale for the procurement of electric vehicles once the current contract expires.

4.7 Information Technology



4.7.1	The Force has a current ICT Strategy which covers the period from 2018 up until 2024, and sets out the Force’s ambitious digital transformation aims and the essential ICT infrastructure upgrades necessary to deliver a robust, resilient and performant platform with increased capacity to support the Force’s needs over the coming years. 

4.7.2 The forward capital strategy takes account of a number of local strategic IT projects and also a number of re-procurement projects involving technologies and IT solutions that have reached the end of contract or end of life of essential equipment. The key IT capital projects which are planned for the 2020/21 period are:

· The procurement exercise for an integrated Records Management System (RMS) has been concluded in 2019, which represents a significant investment in ICT and will result in substantial business change across operational policing whilst also affecting most areas of business. Implementation of the RMS will begin in 2020, working in partnership with the hosting forces with a target date for go-live in the autumn of 2021. 

· Procurement of a new RMS solution will now result in the need to re-integrate / re-design the current mobile solution to work with the new RMS provider.

· Work has been carried out as part of the Commissioner’s reinvestment in CCTV provision across the Force with phases 1 to 3 complete. The rollout is nearing completion with the remaining towns in phase 4 are planned to conclude by the summer of 2020. 

· The procurement of Body Worn Video has been completed at the end of 2019 with the implementation of the new technology scheduled for the first half of 2020 ensuring smooth transition for operational officers and continuity of service.

· Due to further delays in the delivery of ESN (Emergency Services Network) it is critical that the Force replace all old end of life Airwave handsets to enable continuity of service to frontline officers. The procurement of devices concluded in December 2019 with delivery of devices schedule for 2020 where by a rolling program of replacements will begin.

· A review of Control Room technology within the Welsh forces is to be concluded in spring 2020 to provide options for the convergence of forces command and control system(s) technology to aid with collaboration and in readiness for the ESN programme. The work may result in a joint procurement for some or all systems within the control room environment.

· The contract for the Telematics solution ends in late 2020/21 with a replacement solution needing to be procured in during 2020 to allow time to transition should the current in car technology not be supported. The current solution has delivered significant savings in relation to fuel, servicing and tyres, whilst allowing the fleet to be managed ensuring the force has the optimum number of vehicles.

· The Agile project will identify roles requiring the ability to work remotely which will require an investment in ICT equipment to facilitate this initiative. The capital program includes a provision to increase the number of laptops replacing desktop computers, and from April 2020 ICT will be required to deliver the replacement devices on an on-going basis. 

· The Force has also expanded its capacity in relation to fixed and mobile Automatic Number Plate Recognition (ANPR) with a focus on more rural parts of the Force area. Significant investment has also been made in relation to Cyber and Digital Crime capabilities in relation to ICT infrastructure and will be developed further in 2020 through joint working between ICT and the Digital Crime Unit. 



4.7.3 The forward capital strategy takes account of national programmes of work that are being taken forward by the National Police Chief’s Council and the Home Office. There are some 17 schemes being taken forward nationally including the following:

· National Law Enforcement Database programme which will replace the Police National Computer (PNC) and Database (PND), with a modern 21st century solution for policing, built on a set of open source products and delivering a rich set of services that will enable greater interoperability between local systems and the new LEDS solution.

· Digital Policing Portfolio are delivering three separate strands:-

· Digital Public Contact – which is seeking to standardise the design, user experience of police Force websites and provide a consistent set of web enabled on-line transactional processes across policing.

· Digital First – which is seeking to facilitate video enabled justice, virtual remand hearings and digital case files nationally. Digital Evidence Transfer Service (DETS) is no longer in scope and has been cancelled as a project.

· Digital Investigations and Intelligence – a programme looking to enable digital crime prevention and detection, to provide a toolkit for Forces to assess their digital capabilities against a national standard applied to roles within the Force.

· A National ANPR Service (NAS).

· The National Enabling Programme are delivering three separate strands:-

· A set of enabling technologies by introducing the Microsoft Office 365 productivity tools, delivered via the Microsoft Cloud based on a nationally assured solution blueprint design and template.

· IAM – Identity and Access Management.

· NMC – National Monitoring Centre providing national level security operations capability to respond to cyber threats.

· Emergency Services Mobile Communications Programme to replace the existing Airwave radio system.

· Home Office Biometrics.



4.6.4 Due to key infrastructure projects having been delivered in the previous financial year the Force has capacity to capitalise on the benefits of nationally enabled programmes and activities as well explore some more innovative technology options such as artificial intelligence, facial recognition and augmented reality technology, robotic process automation (RPA) etc. during the latter part of the developing plan. The force’s IT Strategy Group has agreed that the force look in more depth at RPA to understand and evaluate its potential to deliver savings for the force, with the intent to run a Proof of Concept during 2020 /21. 



5 Capital Requirements and Resources



5.1 There has been a significant reduction in core capital funding allocated by the Home office over recent years.  In 2020/21 a total capital grant of £85k will be available for the Commissioner to utilise to supplement the capital programme. In addition, central funding will be available to part fund the Emergency Services Network, although it is anticipated that £9.4m of the future costs of this programme will need to be funded over the next ten years.



5.2 As part of his integrated service and financial planning arrangements, the Commissioner estimates the level of capital resources available for subsequent years in order to draw up a forward capital programme. 



5.3 The Commissioner and Chief Constable have prioritised investment in the capital programme towards strategic priorities, unavoidable spending and towards areas that reduce future revenue expenditure and a revised capital programme for 2019/20 to 2024/25 totalling £69.469m. 



5.4 In order to meet future capital investment requirements and mitigate the reductions in capital grant funding, the medium term financial plan and capital programme include increasing revenue contributions to capital from 2020/21 and also external borrowing requirements to support the Carmarthenshire Custody development, Brecon policing facility, the new Joint Firearms Unit training facility and other elements of critical investment.



5.5 The profiled level of capital investment and external resources are used to assess the need for both short and long term borrowing. The strategy also feeds into the considerations that the Commissioner makes annually in setting prudent sustainable and affordable borrowing levels and indicators. 



5.6 Local Authorities, including the Police, can set their own borrowing levels based on their capital need and their ability to pay for the borrowing. The levels will be set by using the indicators and factors set out in the Prudential Code. The borrowing costs are not supported by the Government so DPP needs to ensure it can fund the repayment costs. The authority’s Minimum Revenue Provision (MRP) Policy sets out a prudent approach to the amount set aside for the repayment of debt.  These are set out separately under the Treasury Management Strategy which is considered and approved by the Joint Audit Committee.



5.7 In addition to their own capital programme, the Commissioner and Chief Constable work with partners and the Home Office to secure additional capital and revenue resources to further partnership and transformational objectives. These are dealt with through complementary processes. The resources levered in are not included in the capital programme unless they form part of a direct Dyfed-Powys Police led project. Innovation and transformation fund bids will also be considered to bolster further capital projects in future years.



6 Governance Arrangements



6.1 Identifying and Prioritising Capital Projects

6.1.1 As outlined the capital programme has been prioritised by Commissioner and Chief Constable who appraise requirements against strategic priorities.  The processes recognise the varying scale and complexity of capital projects and incorporate a proportionate approach to capital project appraisal, monitoring and evaluation.



6.1.2 The Commissioner manages his capital strategy operationally through the Policing Board, which oversees the major change projects for both capital and revenue. In addition, the Finance, Efficiency and Futures Board Board will support delivery and monitor specific programme risks.   Detailed implementation work is assigned to key individuals and overseen by the Strategic Estates, Strategic ICT and Strategic Vehicle User Groups or at specific Project Boards which are established to oversee and govern major capital schemes. 



6.1.3 Major projects are managed in accordance with project management best practice in terms compliance with PRINCE 2 project methodology.  Links have been established between benefits management on key projects, efficiency planning and costing information.



6.1.4 The Capital project proposals are considered and prioritised with reference to a business case and are considered against the following factors:

· Strategic importance - how the bid supports the Commissioner’s priorities and wider national and regional priorities;

· The outcomes that will be achieved and the specific benefits and impacts;

· Sustainability – whether costs are realistic and the level of future revenue implications;

· What options have been considered;

· What other funding sources may be available;

· The degree to which the proposals support partnership working.



6.1.5	Prioritisation is then made, based on four categories, which are listed below in order of priority:

· Unavoidable (statutory, contractual or tortuous liability);

· Corporate Priority (relating directly to the Corporate Aims and priorities for improvement);

· Service Priority (meeting stated service priorities);

· Other (payback, invest to save, leverage of external funding etc).



6.1.6	Lower priority projects which cannot be delivered within available resources can only be considered and undertaken if additional resources or an under-spend on the approved capital programme is identified during the year.



6.2 Implementing and Monitoring Capital Projects



6.2.1 Progress against capital schemes is reported as part of financial reporting to Finance, Efficiencies and Futures Board, Policing Board, Force Executive Board and quarterly to Police Accountability Board.



6.2.2 Following approval of the capital programme, a project manager and a user representative is identified for each capital project. The project manager is responsible for managing the project implementation and delivering its objectives. For all projects within the capital programme an officer is identified as project sponsor.



6.2.3 The user representative is responsible for representing users and customers and for defining the quality requirements. Both roles reflect the underlying principles of the PRINCE 2 project management methodology. The project manager produces a project plan for approval. Progress against the project plan is reported to the Programme Management Board and Project Sponsor.





6.3 Evaluating Completed Capital Projects



6.3.1 Once projects have been completed the project manager completes a post implementation review for the major capital projects. This includes identifying at what stage the post project review will be carried out. The post project report is reviewed by the Finance, Efficiency and Futures Board and escalated to the Policing Board if required.



6.3.2 To evaluate the actual success and outcomes of capital projects a post project review is also carried out. The depth of this review is proportionate to the scale of the project and the benefits set out in the initial Project Initiation Documentation.



6.3.3 This review is in effect a check of performance against the original proposal. It focuses on the outcomes achieved, the extent to which the benefits claimed are being realised, the actual costs, both revenue and capital, and the impact of other funding and partnership working. Dyfed-Powys can then use this information to learn lessons and make any improvements identified during project implementation.



6.3.4 The ongoing success of projects is monitored through a number of mechanisms such as officer feedback, public consultation and customer feedback.



7 	The Disposal of Assets



7.1 	The Commissioner and Chief Constable recognise the need to dispose of surplus or unsuitable assets to help achieve its corporate aims and deliver its capital programme and the detailed process for disposal of assets is included in the Corporate Governance Framework. A number of properties have already been disposed of and plans to market further properties will be done in conjunction with delivering the Estates Strategy.



8 	Revenue Implications of Capital Investment



8.1 	Particular attention has been paid to on-going revenue costs stemming from capital projects within the appraisal process. All potential capital bids identify ongoing revenue costs and consider how these can be met. Once approved, revenue costs stemming from capital schemes including any prudential borrowing requirements are built into the medium term financial plan.





9 Conclusion



9.1	This Capital Strategy considers all aspect of capital management, sets out the methods for assessing capital projects and assets and outlines the revised capital programme for the period 2019/20 to 2024/25 with wider outlook 2029/30. The strategy should be read in conjunction with the detailed Estates and ICT Strategies, annual Vehicle Replacement Plan and Treasury Management Strategy which covers the requirements of CIPFAs Prudential Code.
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Summary of Workforce Plan Changes


Officers 


(FTE)


Staff 


(FTE)


Total 


(FTE)


Budget 


Impact 


(£M)


Demand Work - Response790793.16


Demand Work - Local Investigations250251


Demand / FMS - Domestic Abuse Officers4040.152


Monitoring  of Serious and Violent 


Offenders


3030.12


FMS - Record Management System1560.274


Demand - Firearms Administration0330.101


FMS - Anti Corruption1120.081


FMS - Expanded Vulnerability Desk3470.281


FMS - Benefits Realisation / Vetting / Audit0330.101


Demand - Social Media Desk / Media  0990.367


Op Uplift Funded – Control Room etc.010100.321


Op Uplift Funded – Crime Recording0440.129


Fraud Safeguarding0110.021


Total Increases – Demand and FMS116401566.108


Telephone Crime Recording /ICAT 


Expansion


-630-63-2.536


Roads Policing /Response Merger/Hub-110-11-0.428


Assistant Director – Post Reduction0-1-1-0.076


Force Accountant (to benefits realisation)0-1-1-0.047


Net Productivity Savings – Demand Team-74-2-76-3.087


Total Net Workforce Changes4238803.021


Less: Uplift Salary Costs Assumed-42-14-56-2.13


Total Increase Excluding Uplift02424891


Demand Work Productivity Savings/Efficiencies
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20/2121/2222/2323/2424/2525/26


£'000£'000£'000£'000£'000£'000


Net Budget - Prior Year106,897115,402120,553125,859131,117136,247


Summary Variation Statement


Efficiencies Identified-1,260 -990 -900 -790 -290 -100 


Uplift Costs (Including Furture Increments / FYE)2,103343126126126126


Police Staff Pensions98700000


Pay Award - Last  Year - additional +0.5%28400000


Full Year Effect of Last Year Pay award 1,0281,3861,2801,3011,2261,275


In Year Pay / Other  inflation2,0401,8991,9271,8421,9352,025


Cost Pressures - Own Costs83052521015000


National / Regional Cost Pressures3656039025000


Reserves Reduction Assumption378276327000


Direct Revenue Contribution350750500500500500


Estimated Capital Borrowing434621,096840133398


Growth Proposals


Departmental / Other Cost Pressures / Growth4664403501,0401,5001,200


HMIC / FMS / Demand Areas - Workforce Plan89100000


Budget Requirement 20/21115,402120,553125,859131,117136,247141,671


 Additional Government Funding  +7% and 2% from 21/22 -4,958 -1,082 -1,104 -1,126 -1,149 -1,172 


Additional Precept Funding @ +5% +1.52 % Base therafter 0.8%-3,546 -3,434 -3,634 -3,846 -4,071 -4,309 


-8,504 -4,516 -4,738 -4,972 -5,219 -5,480 


Shortfall0636568286-90 -56 


Cumulative Deficit06361,2031,4901,4001,344
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Capital Programme19/2020/2121/2222/2323/2424/25Total


£000k£000k£000k£000k£000k£000k£000k


Land and Buildings1,36510,77417,5005,100110060036,439


 Vehicles       1,035       1,085       1,050       1,050       1,050       1,170       6,440 


IT and Other 


Strategic Spending


3,5764,3644,0706,4232,7345,42326,590


Capital Expenditure5,97616,22322,62012,5734,8847,19369,469


Grant Funding-85-85-85-85-85-85-510


Borrowing-1,365-10,773-20,499-10,338-2,149-3,958-49,082


Driver Retraining 


Contribution


-243


Capital Grants-242-183-425


Contribution from 


Revenue Account


-500-850-1,600-2,100-2,600-3,100-10,750


Capital Receipts-1,787-250-50-50-50-2,187


Sustainability Reserve-170-170-154-494


Capital Reserve-1,584-4,162-32-5,778


Capital Financing-5,976-16,223-22,620-12,573-4,884-7,193-69,469
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Building a service fit for 2025 and beyond means
working together, working smarter and striving for
continuous improvement.

Heddlu Dyfed-Powys Police

TOWARDS

5 BN 5 ' J
- - [
& &0

Specialist
Capabilities

We will develop a police service that is forward
thinking, innovative and engaged - guided by
community needs, demand and intelligence.

Mark Collins, Chief Constable
A . G

Governance &
Accountability

Business
Delivery

Local
Policing

Digital
Policing

New technology will make it
easier for our communities
to speak with us. It will
remove waste from our
work and improve

Workforce

Local policing will be
tailored to the needs of our
communities - Informed by
their priorities and our
evidence.

We will be flexible in the
way we work - Looking for
opportunities to do more
with others, reducing waste
and duplication.

We will work to retain and
recruit confident and
capable professionals,
empowered to do their best
for the communities we

We will build our capacity
and continue to test
ourselves, so that we are
prepared and ready to
respond to existing and

Clear arrangements for
accountability and
transparency will make us
more agile and adaptable as
circumstances change.

Police Officers and PCSOs
will be located in the
places where our analysis
tells us they are needed.
We will also be visible
and accessible online -
Available to engage with
our communities in ways
that suit their needs.

We will adopt a multi-
agency problem solving
approach to community
problems, focusing on
early intervention from
the most appropriate
agency.

emerging crime types.

*  We will build specialist
capability with other
Welsh forces to respond
to existing and emerging
threats e.g. terrorism,
serious and organised
crime and cybercrime.

*  We will exercise for these

threats together,

ensuring we are ready to

respond when needed.
* We will develop one

approach to accreditation

of specialist services
within Wales (e.g.
Collision Investigation),
reducing costs and
avoiding duplication of
effort.

serve.

* We will have a skilled and
agile workforce that
reflects our communities
and look to standardise
staff terms and conditions
to allow regionalised
service delivery.

* We will develop a more
responsive approach to
workforce planning and
use sophisticated demand
analysis to inform
resource decisions.

* We will embed the
Transformational
Leadership Programme
across Dyfed Powys Police
as part of our leadership
approach.

processes.

* We will develop, improve
and integrate our digital
policing programme to
support operational
policing and to improve
accessibility for the
public.

*  We will implement a new
records management
system, reducing
bureaucracy and
enhancing the scope for
collaboration with other
Welsh forces.

*  We will make best use of
digital and mobile
services, maximising the
time that officers remain
operational within their
community.

Our procurement
processes will seek to
maximise on economies
of scale, deliver
efficiencies and secure
ethical arrangements
with local suppliers.

We will actively explore
delivery mechanisms for
shared services across
public sector, balancing
the need for high quality
cost effective services
with the retention of local
employment.

With other public sector
bodies we will reduce the
public sector estate in
Wales and the associated
costs, by exploring co-
location and limiting our
carbon footprint.

We will be open to robust
scrutiny and challenge,
through internal quality
assurance arrangements,
external audit and
inspection.

We will play an active role
within each Public Service
Board to improve the
economic, social,
environmental and cultural
well-being.

We will recognise and
address gaps in service
through the annual
production of a Force
Management Statement.
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Category


Original 


Budget 


2019/20


Revised 


Budget 


2019/2020/21 21/2222/2323/2424/2525/26


£'000£'000£'000£'000£'000£'000£'000£'000


Budgets Managed by the PCC


OPCC Staff707707749767785801817834


OPCC Other Costs284284291302313324335347


Commissioning Income-597 -597 -606 -606 -606 -606 -606 -606 


Commissioning Staff9696102105107109111114


Commissioning Non Pay1,4551,4551,5601,7191,7811,8441,9101,978


Estates Staff Costs714714757775792809825842


Estates Non Pay Costs3,9363,9674,0464,1094,1924,2624,4144,572


Estates Income-656 -687 -705 -730 -756 -783 -811 -840 


Total  Budgets Managed by the PCC5,9395,9396,1966,4426,6086,7616,9977,241


Budget for Chief Constable and Staff under Direction and Control of Chief Constable


Employees 


Police Officer66,85266,85070,07472,36174,15575,92277,53679,224


Police Staff24,42123,85626,83427,35327,70827,88528,34428,913


PCSOs4,4585,0415,3495,4765,5995,7185,8335,950


Police Pensions1,6091,6091,6441,6781,7131,7481,7831,819


Indirect Staff Costs1,0571,0351,4321,4831,5361,5911,6471,706


 Total Employee Costs


98,39798,392105,333108,351110,712112,863115,144117,613


Running Expenses 


Premises Related354358368382396410425440


Transport Related1,9641,9602,0382,0952,1282,2052,2842,366


Supplies and Services9,84410,14110,54210,75411,08612,29214,16515,798


Agency and Contracted3,4493,4293,9144,0634,5574,9255,0495,229


Total Running Costs


15,61115,88916,86217,29518,16719,83221,92323,833


Income and Specific Grants


Income-4,708 -4,901 -5,305 -5,520 -5,742 -5,870 -6,080 -6,297 


Specific Grants-8,136 -8,136 -8,159 -8,029 -7,899 -7,917 -7,936 -7,954 


Total Income and Specific Grants


-12,844 -13,037 -13,464 -13,549 -13,641 -13,788 -14,015 -14,251 


Capital, Reserves and Recharges


Capital Charges7768861,2682,5324,2035,6386,3877,424


Reserves-981 -981 -603 -327 -0 -0 -0 -0 


Recharges and Apportionments0-190 -190 -190 -190 -190 -190 -190 


Total Capital Reserves and Recharges


-206 -286 4752,0154,0135,4486,1977,233


TOTAL CHIEF CONSTABLE'S BUDGET100,958100,958109,205114,112119,250124,355129,248134,428


Total PCC and Chief Constable


106,897       106,897   115,402  120,553 125,858 131,116 136,246 141,669 
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Category


Original 


Budget 


2019/20


Revised 


Budget 


2019/2020/21 21/2222/2323/2424/2525/26


Grants and Precepts


Police Grant (Inc Floor)-36,993 -36,993 -40,967 -41,786 -42,622 -43,475 -44,344 -45,231 


RSG / NNDR-13,355 -13,355 -13,149 -13,412 -13,681 -13,954 -14,233 -14,518 


Operational Uplift Grant00-1,190 -1,190 -1,190 -1,190 -1,190 -1,190 


Pensions Grant-1,302 -1,302 -1,302 -1,302 -1,302 -1,302 -1,302 -1,302 


Council Tax Precept-55,247 -55,247 -58,793 -62,227 -65,861 -69,707 -73,778 -78,086 


Total Central Grant and Precepts


-106,897 -106,897 -115,402 -119,917 -124,655 -129,628 -134,847 -140,327 


Deficit (+) / Surplus (-) - Cumulative 


-0 -0 06361,2031,4891,3991,342


Taxbase


222,268222,268225,641  227,446 229,266 231,100 232,949 234,812 


COUNCIL TAX LEVEL 


248.56248.56260.56273.59287.27301.63316.71332.55


Council Tax Increase


10.7%10.7%5%5%5%5%5%5%


Taxbase @ Band D2019/202019/202020/212021/222022/232023/242024/252025/26


Carmarthenshire72,440         72,440      74,007    74,599   75,195   75,797   76,403    77,015    


Ceredigion31,648         31,648      31,936    32,192   32,449   32,709   32,971    33,234    


Pembrokeshire56,056         56,056      57,302    57,760   58,222   58,688   59,157    59,631    


Powys62,124         62,124      62,397    62,896   63,399   63,906   64,417    64,933    


Taxbase222,268       222,268   225,641  227,446 229,266 231,100 232,949 234,812 
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Revenue & Capital ReservesNarrative Comment


Home Office 


Classification


 Actual 31st 


March 2019 


 Estimated 


Reserves at 


31st March 


2020 


 Estimated 


Reserves at 


31st March 


2021 


 Estimated 


Balance at 


31st March 


2022 


 Estimated 


Reserves at 


31st March 


2023 


 Estimated 


Reserves at 


31st March 


2024 


 Estimated 


Reserves at 


31st March 


2025 


see below £000k  £000k  £000k  £000k  £000k  £000k  £000k 


General Reserves


The requirements of operational policing vary significantly from year to year. 


This General Reserve ensures that funds are available to respond to and 


mitigating the in year financial impacts of major incidents or unknown events.  


The PCC considers a number of factors in determining the level of reserves 


namely: Overall financial position and adequacy of financial control; Risk 


exposure and risk assessment; and Public opinion.  This reserve which equates 


to 3.8% of the 19/20 revenue budget may also assist in mitigating any 


detrimental impact as a result of the Comprehensive Spending Review and 


changes to the police funding formula. Further information can be found within 


the published Reserves Strategy.


C       4,032        4,032        4,032        4,032        4,032        4,032        4,032 


General Reserve as % of net 


revenue budget


3.77%3.36%3.23%3.11%2.99%2.87%


Go Safe' Road Safety Partnership 


Reserve


This earmarked reserve is held on behalf of the all Wales 'Go Safe' Road Safety 


Partnership and will be utilised in line with their business requirements which 


may be beyond the life of the current planning period.


B        1,721         1,901         1,721         1,541         1,361         1,190         1,190 


Regional Collaboration Reserve


This reserve represents the fair share of funds held for collaborative police 


services which include the Regional Organised Crime Unit and Regional Task 


Force.  These funds will be utilised in line with business requirements to support 


operational delivery and subject to decisions by the Wales Collaboration Board 


may go beyond the life of the current planning period.


B           388            388            388            388            388            388            388 


Total Ring-fenced Revenue 


Reserves


       2,109        2,289        2,109        1,929        1,749        1,578        1,578 


             -                -                -   


Earmarked Revenue Reserve


This reserve is being held to support the revenue budget over the next 3 years 


to mitigate future funding gaps and detrimental impact on service delivery as a 


direct result of the previous PCC's decision to reduce the council tax precept for 


2015/16 by 5% and to utilise reserves to underpin the revenue budget.


A        1,336            723            224              -                -                -                -   


Driver Retraining Scheme


This reserves is being held specifically to support activities in relation to road 


safety initiatives.  Further opportunities will be explored to ensure that these 


reserves are utilised to optimal effect for the communities of Dyfed-Powys.


B        1,294            460            335            310            310            310            310 


Proceeds of Crime Act


This reserve comes from funds which have been allocated to Dyfed-Powys as a 


result of confiscation orders arising from proceeds of crime.  These reserves are 


then utilised to support operational activities which assist in bringing criminals 


to justice e.g. financial investigators.


A           218            210            151              92              33              33              33 


Chief Constable Operational Fund


This is a new reserve being established to assist in mitigating against the 


consequential costs of notable peaks in operational activity.


A           386            485            485            485            485            485            485 


Sustainability & Transformation 


Fund


This is a new reserve being established to assist in funding invest to save, 


sustainability and transformational initiatives.


A           494            494            324            154              -                -                -   


Drug Intervention


This reserve will be utilised to support drug testing.


A           135              95              55              15              15              15              15 


Total Earmarked Revenue 


Reserves


       3,863        2,467        1,574        1,056           843           843           843 
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Revenue & Capital ReservesNarrative Comment


Home Office 


Classification


 Actual 31st 


March 2019 


 Estimated 


Reserves at 


31st March 


2020 


 Estimated 


Reserves at 


31st March 


2021 


 Estimated 


Balance at 


31st March 


2022 


 Estimated 


Reserves at 


31st March 


2023 


 Estimated 


Reserves at 


31st March 


2024 


 Estimated 


Reserves at 


31st March 


2024 


see below £000k  £000k  £000k  £000k  £000k  £000k  £000k 


Capital Grants


These capital grants are held to specifically support IT projects within the 


capital programme


A           425            183              -                -                -                -                -   


Capital Reserve


This reserve will be utilised to support the significant capital investment in 


Estates, Information Technology and Fleet including a new custody and station 


facility within Carmarthenshire, providing a solution to ageing police facility in 


Brecon and will support a range of both national and local technological 


developments. 


A        5,786         4,203              41                9                9                9                9 


Total Capital Reserves        6,211        4,386             41               9               9               9               9 


Total Reserves      16,215      13,174        7,756        7,026        6,633        6,462        6,462 


Home Office Police Finance ReserveClassifications


Funding for planned expenditure 


on projects and programmes 


over the period of the current 


medium term financial plan


A


Funding for specific projects and 


programmes beyond the current 


planning period


B


A general contingency or 


resource to meet other 


expenditure needs held in 


accordance with sound principles 


of good financial management


C


Classifications as outlined in the Home Office guidance on Police Finance Reserves which was issued on the 31st January 2018


How reserves support the priorities of the Police & Crime Plan


General 


Reserve


Capital 


Reserve


Keeping our communities safe





Safeguarding the vulnerable





Protecting our communities from serious threat





Connecting with communities



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Capital Programme19/2020/2121/2222/2323/2424/25Total


£000k£000k£000k£000k£000k£000k£000k


Land and Buildings1,36510,77417,5005,100110060036,439


 Vehicles       1,035       1,085       1,050       1,050       1,050       1,170       6,440 


IT and Other 


Strategic Spending


3,5764,3644,0706,4232,7345,42326,590


Capital Expenditure5,97616,22322,62012,5734,8847,19369,469


Grant Funding-85-85-85-85-85-85-510


Borrowing-1,365-10,773-20,499-10,338-2,149-3,958-49,082


Driver Retraining 


Contribution


-243


Capital Grants-242-183-425


Contribution from 


Revenue Account


-500-850-1,600-2,100-2,600-3,100-10,750


Capital Receipts-1,787-250-50-50-50-2,187


Sustainability Reserve-170-170-154-494


Capital Reserve-1,584-4,162-32-5,778


Capital Financing-5,976-16,223-22,620-12,573-4,884-7,193-69,469
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Capital Programme19/2020/2121/2222/2323/2424/2525/2626/2727/2828/2929/30Total


£000k£000k£000k£000k£000k£000k£000k£000k£000k£000k£000k£000k


Land and Buildings1,36510,77417,5005,10011006001,050850750850105040,989


Vehicles103510851,0501,0501,0501,1701,0501,0501,0501,0501,05011,690


IT and Other 


Strategic Spending


3,5764,3644,0706,4232,7345,4233,6094,3894,2194,4393,78447,030


Capital Expenditure5,97616,22322,62012,5734,8847,1935,7096,2896,0196,3395,88499,709


Grant Funding-85-85-85-85-85-85-85-85-85-85-85-935


Borrowing-1,365-10,774-20,499-10,338-2,149-3,958-1,974-2,054-1,284-1,104-649-56,147


Driver Retraining 


Contribution


-243 -243


Capital Grants-242-183 -425


Contribution from 


Revenue Account


-500-850-1,600-2,100-2,600-3,100-3,600-4,100-4,600-5,100-5,100-33,250


Capital Receipts-1,787-250-50-50-50-50-50-50-50-50-2,437


Sustainability Reserve-170-170-154-494


Capital Reserve-1,584-4,162-32-5,778


Capital Financing-5,976-16,224-22,620-12,573-4,884-7,193-5,709-6,289-6,019-6,339-5,884-99,709
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REPORT / SUMMARY DECISION SHEET



PURPOSE: COMMISSIONER DECISION 







Timing: Urgent – before the start of the 2020/21 financial year







                            Title: 2020/21 Treasury Management Strategy







Category of Decision / Business Area Impact: Finance







Executive Summary: 



This document sets out the PCC’s Treasury Management Strategy including Prudential Indicators, Financing Requirement and Minimum Revenue Provision policy for 2020/21 following scrutiny at the Joint Audit Committee meeting of the 18th March 2020.

















































Police and Crime Commissioner for Dyfed-Powys



I confirm I have considered whether or not I have any personal or prejudicial interest in this matter and take the proposed decision in compliance with the Nolan Principles for Conduct in Public Life.



The above request has my approval.



 

















Signature:						Date: 18th March 2020
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PURPOSE: JOINT AUDIT COMMITTEE SCRUTINY 





Timing: Prior to start of 2020/21 Financial Year







Title: Treasury Management Strategy Statement for 2020/21





                            

Category of Decision / Business Area Impact: Finance





Executive Summary: 



The Home Office Financial Management Code of Practice states that the PCC is directly responsible for loans, investments and for borrowing money. The Chief Finance Officer of the PCC should decide what investments are to be made locally and approve any borrowing. Decisions on Capital Financing and Borrowing also form part of the PCC’s responsibility.



Through locally agreed financial regulations and a Corporate Governance Framework the daily management of Loans and Investments in compliance with the approved polices could be undertaken by the Police Force CFOs staff. 



All loans and investment should be arranged in line with best practice as embodied in the CIPFA Code of Practice on Treasury Management and all borrowing undertaken should comply with the CIPFA prudential Code for Capital Finance in Local Authorities.



The Chartered Institute of Public Finance and Accountancy’s Code of Practice for Treasury Management in Public Services requires the determination of the Treasury Management Strategy Statement (TMSS) on an annual basis. The TMSS also includes the Annual Investment Strategy that is a requirement of the Welsh Government’s Investment Guidance.



This document sets out the policies and procedures the PCC has in place for meeting these statutory requirements for the 2020/21 year.



























	









































Recommendation:



For consideration and comment by the Joint Audit Committee.
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Report of Chief Finance Officer of the PCC

Treasury Management Strategy and Investment Policy

1. Purpose of Report

The Chartered Institute of Public Finance and Accountancy’s Treasury Management in the Public Services; Code of Practice 2017 edition (the CIPFA code) requires the PCC to approve a treasury management strategy before the start of each financial year.

Treasury management is the management of the PCC’s cash flows, borrowing and investments, and the associated risks. The PCC has invested substantial sums of money and is therefore exposed to financial risks including the loss of invested funds and the revenue effect of changing interest rates.  The successful identification, monitoring and control of financial risk are therefore central to the PCC’s prudent financial management. 

Treasury risk management at the PCC is conducted within the framework of the Chartered Institute of Public Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 2017 Edition (the CIPFA Code) which requires the PCC to approve a treasury management strategy before the start of each financial year. In addition, the Welsh Government (WG) issued revised Guidance on Local Authority Investments in November 2019 that requires the PCC to approve an investment strategy before the start of each financial year. This report fulfils the PCC’s legal obligation under the Local Government Act 2003 to have regard to both the CIPFA Code and the WG Guidance.

Revised strategy: In accordance with the WG Guidance, the Authority will be asked to approve a revised Treasury Management Strategy Statement should the assumptions on which this report is based change significantly. Such circumstances would include, for example, a large unexpected change in interest rates, in the Authority’s capital programme or in the level of its investment balance, or a material loss in the fair value of a non-financial investment identified as part of the year end accounts preparation and audit process.

The PCC’s Chief Financial Officer (CFO) should implement and monitor the treasury management policies and procedures in line with the CIPFA code and other professional guidance.

2. External Context

2.1	Economic  Background

The UK’s progress negotiating its exit from the European Union, together with its future trading arrangements, will continue to be a major influence on the Authority’s treasury management strategy for 2020/21.

UK Consumer Price Inflation (CPI) for September registered 1.7% year on year, unchanged from the previous month.  Core inflation, which excludes the more volatile components, rose to 1.7% from 1.5% in August.  The most recent labour market data for the three months to August 2019 showed the unemployment rate ticked back up to 3.9% while the employment rate was 75.9%, just below recent record-breaking highs. The headline 3-month average annual growth rate for pay was 3.8% in August as wages continue to rise steadily.  In real terms, after adjusting for inflation, pay growth increased 1.9%.

GDP growth rose by 0.3% in the third quarter of 2019 from -0.2% in the previous three months with the annual rate falling further below its trend rate to 1.0% from 1.2%. Services and construction added positively to growth, by 0.6% and 0.4% respectively, while production was flat and agriculture recorded a fall of 0.2%. Looking ahead, the Bank of England’s Monetary Policy Report (formerly the Quarterly Inflation Report) forecasts economic growth to pick up during 2020 as Brexit-related uncertainties dissipate and provide a boost to business investment helping GDP reach 1.6% in Q4 2020, 1.8% in Q4 2021 and 2.1% in Q4 2022.

The Bank of England maintained Bank Rate to 0.75% in November following a 7-2 vote by the Monetary Policy Committee. Despite keeping rates on hold, MPC members did confirm that if Brexit uncertainty drags on or global growth fails to recover, they are prepared to cut interest rates as required. Moreover, the downward revisions to some of the growth projections in the Monetary Policy Report suggest the Committee may now be less convinced of the need to increase rates even if there is a Brexit deal.

Growth in Europe remains soft, driven by a weakening German economy which saw GDP fall -0.1% in Q2 and is expected to slip into a technical recession in Q3.  Euro zone inflation was 0.8% year on year in September, well below the European Central Bank’s target of ‘below, but close to 2%’ and leading to the central bank holding its main interest rate at 0% while cutting the deposit facility rate to -0.5%.  In addition to maintaining interest rates at ultra-low levels, the ECB announced it would recommence its quantitative easing programme from November.

In the US, the Federal Reserve began easing monetary policy again in 2019 as a pre-emptive strike against slowing global and US economic growth on the back on of the ongoing trade war with China.  At its last meeting the Fed cut rates to the range of 1.50-1.75% and financial markets expect further loosening of monetary policy in 2020.  US GDP growth slowed to 1.9% annualised in Q3 from 2.0% in Q2.

2.2	Financial Markets

Investors wrestled with a range of global concerns: an economic slowdown in China, rising trade tensions between the US and China, a sharply lower oi price, slowing Euro area output and, of course, the ongoing uncertainty surrounding Brexit.  December was a month to forget in terms of performance of riskier asset classes, most notably equities. The FTSE 100 (a good indicator of global corporate sentiment) returned -8.8% assuming dividends were reinvested; in pure price terms it fell around 13%.  But spreads on corporate bonds also widened reflecting concerns about tougher economic conditions ahead and the abilities of corporates to service their debt obligations.

Gilt yields continued to display significant volatility over the period on the back of ongoing economic and political uncertainty in the UK and Europe.  After rising to 1.30% in October, gilts regained their safe-haven status in December - the 5-year benchmark gilt yield fell as low as 0.82% and there were similar falls in the 10-year and 20-year gilts over the same period dropping from 1.59% to 1.06% and from 2.05% to 1.62%.  The higher Bank Rate continued to push up money markets rates. 1-month, 3-month and 12-month LIBID rates averaged 0.58%, 0.76% and 1.03% respectively over the period.

2.3	Credit Background & Interest Rate Forecast

Credit conditions for larger UK banks have remained relatively benign over the past year. The UK’s departure from the European Union was delayed three times in 2019 and while there remains some concern over a global economic slowdown, this has yet to manifest in any credit issues for banks. Meanwhile, the post financial crisis banking reform is now largely complete, with the new ringfenced banks embedded in the market.

Challenger banks hit the news headlines in 2019 with Metro Bank and TSB Bank both suffering adverse publicity and falling customer numbers.

Looking forward, the potential for a “no-deal” Brexit and/or a global recession remain the major risks facing banks and building societies in 2020/21 and a cautious approach to bank deposits remains advisable.

The Authority’s treasury management adviser Arlingclose is forecasting that Bank Rate will remain at 0.75% until the end of 2022.  The risks to this forecast are deemed to be significantly weighted to the downside, particularly given the upcoming general election, the need for greater clarity on Brexit and the continuing global economic slowdown.  The Bank of England, having previously indicated interest rates may need to rise if a Brexit agreement was reached, stated in its November Monetary Policy Report and its Bank Rate decision (7-2 vote to hold rates) that the MPC now believe this is less likely even in the event of a deal.

Gilt yields have risen but remain at low levels and only some very modest upward movement from current levels are expected based on Arlingclose’s interest rate projections.  The central case is for 10-year and 20-year gilt yields to rise to around 1.00% and 1.40% respectively over the time horizon, with broadly balanced risks to both the upside and downside.  However, short-term volatility arising from both economic and political events over the period is a near certainty.

A more detailed economic and interest rate forecast provided by Arlingclose is attached at Appendix A.

For the purpose of setting the budget, it has been assumed that new treasury management investments will be made at an average rate of 0.7%.

2.4	Local Context

On 31 January 2020, the Commissioner currently held £1.835m of borrowing and £16.432m of investments. This is set out in further detail at Appendix E.  

The impact of the Capital Programme on the balance sheet position and year on year changes are shown below. 



Capital Expenditure and Financing in each year

		Capital Expenditure and Financing

		2019/20 Estimate

		2020/21 Estimate

		2021/22 Estimate

		2022/23           Estimate        

		2022/23           Estimate        



		

		£k

		£k

		£k

		£k

		£k



		Estates Projects

		1,364

		10,774

		17,500

		5,100

		1,100



		Vehicles / Boat

		1,035

		1,085

		1,050

		1,050

		1,050



		IT and Other Schemes

		3,576

		4,364

		4,070

		6,423

		2,734



		Total Expenditure

		5,976

		16,223

		22,620

		12,573

		4,884



		

		

		

		

		

		



		Grant Funding

		243

		182

		-

		-

		-



		Borrowing Requirement

		1,364

		10,774

		20,503

		10,338

		2,149



		Capital Grants

		85

		85

		85

		85

		85



		Contribution from Revenue Account

		500

		850

		1,600

		2,100

		2,600



		Other Reserves

		413

		170

		150

		-

		-



		Capital Receipts

		1,787

		-

		250

		50

		50



		Capital Reserve

		1,584

		4,162

		32

		-

		-



		Total Financing

		5,976

		16,223

		22,620

		12,573

		4,884







Capital Expenditure and Financing cumulative (Balance Sheet)

		Capital Expenditure and Financing

		2019/20 Estimate

		2020/21 Estimate

		2021/22 Estimate

		2022/23           Estimate        

		2022/23           Estimate        



		

		£k

		£k

		£k

		£k

		£k



		Estates Projects

		1,364

		12,138

		29,638

		34,738

		35,838



		Vehicles / Boat

		1,035

		2,120

		3,170

		4,220

		5,270



		IT and Other Schemes

		3,576

		7940

		12,010

		18,433

		21,167



		Total Expenditure

		5,976

		22,199

		44,819

		57,392

		62,276



		

		

		

		

		

		



		Grant Funding

		243

		425

		425

		425

		425



		Borrowing Requirement

		1,364

		12,138

		32,641

		42,979

		45,128



		Capital Grants

		85

		170

		255

		340

		425



		Contribution from Revenue Account

		500

		1350

		2,950

		5,050

		7,650



		Other Reserves

		413

		583

		733

		733

		733



		Capital Receipts

		1,787

		1,787

		2,037

		2,087

		2,137



		Capital Reserve

		1,584

		5,746

		5,778

		5,778

		5,778



		Total Financing

		5,976

		22,199

		44,819

		57,392

		62,276







The underlying need to borrow for capital purposes is measured by the Capital Financing Requirement (CFR), while usable reserves and working capital are the underlying resources available for investment.  The Commissioner’s current strategy is to use its own resources in lieu of external borrowing where possible. This is sometimes known as internal borrowing.

The Commissioner has an increasing CFR due to the Capital Programme and will therefore be required to borrow up to £45.13m over the forecast period.

CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the PCC’s debt should be lower than its highest forecast CFR over the next three years.

Repayment premiums on Public Works Loan Board debts are prohibitive and therefore it is more cost effective to continue to carry these loans rather than pay them off early.  In addition, the PCC receives a grant contribution towards the costs of pre 1990 debt financing at 51% of the costs of the remaining notional interest payments and minimum revenue repayment.

3. Borrowing Strategy

The PCC currently holds £1.835 million of loans, a decrease of £0.2 million on the previous year, as part of its strategy for funding previous years’ capital programmes.  

Given the significant cuts to public expenditure and in particular to local government funding, the PCC’s borrowing strategy continues to address the key issue of affordability without compromising the longer-term stability of the debt portfolio. With short-term interest rates currently much lower than long-term rates, it is likely to be more cost effective in the short-term to either use internal resources, or to borrow short-term loans instead.  

By doing so, the PCC is able to reduce net borrowing costs (despite foregone investment income) and reduce overall treasury risk. The benefits of internal / short-term borrowing will be monitored regularly against the potential for incurring additional costs by deferring borrowing into future years when long-term borrowing rates are forecast to rise modestly. Arlingclose will assist the PCC with this ‘cost of carry’ and breakeven analysis. Its output may determine whether the PCC borrows additional sums at long-term fixed rates in 2020/21 with a view to keeping future interest costs low, even if this causes additional cost in the short-term.

Alternatively, the PCC may arrange forward starting loans during 2020/21, where the interest rate is fixed in advance, but the cash is received in later years. This would enable certainty of cost to be achieved without suffering a cost of carry in the intervening period.

In addition, the PCC may borrow further short-term loans to cover unplanned cash flow shortages.

Sources

The approved sources of long-term and short-term borrowing are:

· Public Works Loan Board (PWLB) and any successor body

· any institution approved for investments (see below)

· any other bank or building society authorised to operate in the UK

· UK public and private sector pension funds (except Dyfed-Powys Pension Fund)

· capital market bond investors

· Special purpose companies created to enable local authority bond issues

· In addition, capital finance may be raised by the following methods that are not borrowing, but may be classed as other debt liabilities:

· operating and finance leases

· hire purchase 

· sale and leaseback





The PCC has previously raised all of its long-term borrowing from the PWLB but it continues to investigate other sources of finance, such as local authority loans, that may be available at more favourable rates.



Debt rescheduling

The PWLB allows the PCC to repay loans before maturity and either pay a premium or receive a discount according to as set formula based on current interest rates. Other lenders may also be prepared to negotiate premature redemption terms. The PCC may take advantage of this and replace some loans, with new loans, or repay loans without replacement, where this is expected to lead to and overall cost saving or a reduction in risk.

4. Investment Strategy

The PCC holds significant invested funds, representing income received in advance of expenditure plus balances and reserves held.  In the past 12 months, the PCC’s investment balance has ranged between £10m and £27m. Due to the utilisation of reserves to fund the capital programme investment balances are expected to reduce in 2020/21.

Loans to organisations providing local public services and purchases of investment property are not normally considered to be treasury investments.

Objectives: Both the CIPFA Code and the WG Guidance require the Authority to invest its treasury funds prudently, and to have regard to the security and liquidity of its investments before seeking the highest rate of return, or yield. The Authority’s objective when investing money is to strike an appropriate balance between risk and return, minimising the risk of incurring losses from defaults and the risk of receiving unsuitably low investment income. Where balances are expected to be invested for more than one year, the Authority will aim to achieve a total return that is equal or higher than the prevailing rate of inflation, in order to maintain the spending power of the sum invested.

Negative interest rates: If the UK enters into a recession in 2020/21, there is a small chance that the Bank of England could set its Bank Rate at or below zero, which is likely to feed through to negative interest rates on all low risk, short-term investment options. This situation already exists in many other European countries. In this event, security will be measured as receiving the contractually agreed amount at maturity, even though this may be less than the amount originally invested.

Strategy: Given the increasing risk and very low returns from short-term unsecured bank investments, the PCC aims to further diversify into more secure and/or higher yielding asset classes during 2020/21.  This diversification will represent a continuation of the new strategy adopted in 2019/20.

4.1	Approved Counterparties

The PCC may invest its surplus funds with any of the counterparty types in table 2 below, subject to the cash limits (per counterparty) and the time limits shown.

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

Counterparty limits will be reviewed on a quarterly basis and will be amended if necessary dependent on investment balances.

Table 2: Approved Investment Counterparties and Limits

		Credit Rating

		Banks /Building Societies Unsecured

		Banks

Secured

		Government

		Corporates

		Registered Providers



		UK Govt

		n/a

		n/a

		£ Unlimited

50 years

		n/a

		n/a



		AAA

		£2m

5 years

		£3m

20 years

		£3m

50 years

		£1m

20 years

		£1m

20 years



		AA+

		£2m

5 years

		£3m

10 years

		£3m

25 years

		£1m

10 years

		£1m

10 years



		AA

		£2m

4 years

		£3m

5 years

		£3m

15 years

		£1m

5 years

		£1.5m

10 years



		AA-

		£2m

3 years

		£3m

4 years

		£2m

10 years

		£1m

4 years

		£1.5m

10 years



		A+

		£2m

2 years

		£3m

3 years

		£1m

5 years

		£0.5m

3 years

		£1.0m

5 years



		A

		£2m

13 months

		£3m

2 years

		£1m

5 years

		£0.5m

2 years

		£1.0m

5 years



		A-

		£2m

6 months

		£3m

13 months

		£1m

5 years

		£0.5m

13 months

		£1.0m

5 years



		None

		£1m

6 months

		n/a

		£2m

5 years

		None

		None



		Pooled Funds (no greater than £3m per fund) and no greater than 50% of total investments







An alternative investment tool which has become available is Reverse Purchase Agreements (Repo’s). Our Treasury Advisors have stated that these are classed under the category of “banks secured.” 

Definitions of the above terminology are included in Appendix C.

4.2 	Risk Assessment and Credit Ratings

Credit ratings are obtained and monitored by the PCC’s treasury advisers, who will notify changes in ratings as they occur.  Where an entity has its credit rating downgraded so that it fails to meet the approved investment criteria then:

· no new investments will be made,

· any existing investments that can be recalled or sold at no cost will be, and

· full consideration will be given to the recall or sale of all other existing investments with the affected counterparty.



Where a credit rating agency announces that a credit rating is on review for possible downgrade (also known as “rating watch negative” or “credit watch negative”) so that it may fall below the approved rating criteria, then only investments that can be withdrawn [on the next working day] will be made with that organisation until the outcome of the review is announced.  This policy will not apply to negative outlooks, which indicate a long-term direction of travel rather than an imminent change of rating.

4.3	Other Information on the Security of Investments 

The PCC understands that credit ratings are good, but not perfect, predictors of investment default.  Full regard will therefore be given to other available information on the credit quality of the organisations in which it invests, including credit default swap prices, financial statements, information on potential government support and reports in the quality financial press.  No investments will be made with an organisation if there are substantive doubts about its credit quality, even though it may meet the credit rating criteria.

When deteriorating financial market conditions affect the creditworthiness of all organisations, as happened in 2008 and 2011, this is not generally reflected in credit ratings, but can be seen in other market measures.  In these circumstances, the Authority will restrict its investments to those organisations of higher credit quality and reduce the maximum duration of its investments to maintain the required level of security.  The extent of these restrictions will be in line with prevailing financial market conditions. If these restrictions mean that insufficient commercial organisations of high credit quality are available to invest the Authority’s cash balances, then the surplus will be deposited with the UK Government, via the Debt Management Office or invested in government treasury bills for example, or with other local authorities.  This will cause a reduction in the level of investment income earned, but will protect the principal sum invested.

4.4	Specified Investments

The WG Guidance defines specified investments as those:

· denominated in pound sterling,

· due to be repaid within 12 months of arrangement,

· not defined as capital expenditure by legislation, and

· invested with one of:

· the UK Government,

· a UK local authority, parish council or community council, police or fire, or

· a body or investment scheme of “high credit quality”.



Dyfed Powys defines “high credit quality” organisations and securities as those having a credit rating of A- or higher that are domiciled in the UK or a foreign country with a sovereign rating of AA+ or higher.





4.5	Non-specified Investments

Any investment not meeting the definition of a specified investment is classed as non-specified. Dyfed Powys does not intend to make any investments denominated in foreign currencies.  Non-specified investments will therefore comprise long-term investments, i.e. those that are due to mature 12 months or longer from the date of arrangement.  Limits on non-specified investments are shown in table 3 below.

Table 3: Non-Specified Investment Limits 

		

		Current Amounts Invested

		Cash limit (Proposed 2020/21)



		Total long-term investments

		£6.3m

		£10m



		Total Shares in Money Market Funds

		£5.0m

		£15m



		Total Shares in Other pooled funds

		-

		£3m



		Total investments without credit ratings or rated below [A-] (except the UK Government and UK Local Authorities)

		-

		£4m



		Total investments with institutions domiciled in foreign countries rated below [AA+]

		-

		£4m



		Maximum amount to be invested in non-specified investments

		-

		£30m







4.6	Investment Limits

The PCC’s revenue reserve available to cover unforeseeable investment losses (the general reserve) is forecast to be £4.032 million on 31st March 2020.  The maximum that will be lent to any one organisation (other than the UK Government) will be £3 million.  A group of banks under the same ownership will be treated as a single organisation for limit purposes.  Limits will also be placed on fund managers, investments in brokers’ nominee accounts, foreign countries and industry sectors as below. Investments in multilateral development banks do not count against the limit for any single foreign country, since the risk is diversified over many countries.






Table 4: Investment Limits

		

		Cash limit



		Any single organisation, except the UK Central Government

		£3m each



		UK Central Government

		Unlimited



		Any group of organisations under the same ownership

		£3m per group



		Negotiable instruments held in a broker’s nominee account

		£25m per broker



		Foreign countries

		£4m per country



		Registered Providers

		£5m in total



		Unsecured investments with Building Societies

		£4m in total







4.7	Liquidity Management

Dyfed Powys completes an annual cash flow forecast which estimated the monthly cash flow position. This will be utilised to determine the maximum period for which funds may prudently be committed. This forecast is compiled on a prudent basis, with receipts under-estimated and payments over-estimated to minimise the risk of being force to borrow on unfavourable terms to meet its financial commitments.

Limits on long-term investments are set by reference to the PCC’s Medium term financial plan and cash flow forecast.

Investments are also made in T-bills and Certificates of Deposit which are liquid and can be sold in the secondary market if cash is required at short-term notice.

All investments of over 13 months will require CFO PCC approval in advance.

4.8	Non-Treasury Investments

The PCC currently has no Non-Treasury Investments.

5. Treasury Management Indicators

Dyfed Powys measures and manages its exposures to treasury management risks using the following indicators.

5.1	Security

The PCC has adopted a voluntary measure of its exposure to credit risk by monitoring the value-weighted average credit rating / credit score of its investment portfolio.  This is calculated by applying a score to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic average, weighted by the size of each investment. Unrated investments are assigned a score based on their perceived risk.

		

		Target



		Portfolio average credit rating / score

		A / 6







5.2	Liquidity

The PCC has adopted a voluntary measure of its exposure to liquidity risk by monitoring the amount of cash available to meet unexpected payments within a rolling three month period, without additional borrowing.

		

		Target



		Minimum within money-market funds

		£2m



		Total cash available within 3 months

		£4m







5.3	Interest Rate Exposures



This indicator is set to control the PCC’s exposure to interest rate risk.  The upper limits on fixed and variable rate interest rate exposures, expressed as the account of net principal borrowed. (Investments count as negative borrowing.)

		

		2020/21

		2021/22

		2023/24



		Upper limit on fixed interest rate exposure

		100%

		100%

		100%



		Upper limit on variable interest rate exposure

		100%

		100%

		100%







Fixed rate investments and borrowings are those where the rate of interest is fixed for at least 12 months, measured from the start of the financial year or the transaction date if later.  All other instruments are classed as variable rate.




5.4	Maturity Structure of Borrowing

This indicator is set to control the PCC’s exposure to refinancing risk. The upper and lower limits on the maturity structure of fixed rate borrowing will be:

		

		Upper

		Lower



		Under 12 months

		100%

		0%



		12 months and within 24 months

		100%

		0%



		24 months and within 5 years

		100%

		0%



		5 years and within 10 years

		100%

		0%



		10 years and above

		100%

		0%







Time periods start on the first day of each financial year.  The maturity date of borrowing is the earliest date on which the lender can demand repayment.

The limits have been set as wide as possible to ensure opportunities to restructure debt is not lost. 

5.5	Principal Sums Invested for Periods Longer than 364 days



The purpose of this indicator is to control the PCC’s exposure to the risk of incurring losses by seeking early repayment of its investments.  The limits on the long-term principal sum invested to final maturities beyond the period end will be:

		

		2020/21

		2021/22

		2022/23



		Limit on principal invested beyond year end

		£10m

		£8m

		£6m







6. Other Items

There are a number of additional items that Dyfed Powys is obliged by CIPFA or WG to include in its Treasury Management Strategy.

6.1	Policy on Use of Financial Derivatives

In the absence of any legal power to do so, the PCC will not use standalone financial derivatives (such as swaps, forwards, futures and options).  Derivatives embedded into loans and investments, including pooled funds and forward starting transactions, may be used, and the risks that they present will be managed in line with the overall treasury risk management strategy.

6.2	Investment Training

CIPFA’s Code of Practice requires the Chief Finance Officer to ensure that all members tasked with treasury management responsibilities, including scrutiny of the treasury management function, receive appropriate training relevant to their needs and understand fully their roles and responsibilities.

Staff who undertake Treasury management duties attend relevant training events provided by Arlingclose and attend a quarterly strategy meeting. Staff also attend other relevant training events.

6.3	Investment Advisers

The PCC has appointed Arlingclose Limited as treasury management advisers and receives specific advice on investment, debt and capital finance issues from them. 

6.4	Investment of Money Borrowed in Advance of Need

The PCC may, from time to time, borrow in advance of need, where this is expected to provide the best long term value for money.  Since amounts borrowed will be invested until spent, the PCC is aware that it will be exposed to the risk of loss of the borrowed sums, and the risk that investment and borrowing interest rates may change in the intervening period.  These risks will be managed as part of the PCC’s overall management of its treasury risks.

The total amount borrowed will not exceed the authorised borrowing limit of £45.2 million.  The maximum period between borrowing and expenditure is expected to be two years, although Dyfed Powys is not required to link particular loans with particular items of expenditure.

6.5	Financial Implications

The budget for investment income in 2020/21 is £0.116 million, based on an average investment portfolio of £ 16.6 million at an interest rate of 0.70%.  If actual levels of investments and actual interest rates differ from those forecast, performance against budget will be correspondingly different.  The investment balance also includes funds in respect of grants.

6.6	Other Options Considered

The WG Guidance and the CIPFA Code do not prescribe any particular treasury management strategy for local authorities to adopt.  The Chief Financial Officer (PCC), believes that the above strategy represents an appropriate balance between risk management and cost effectiveness.  Some alternative strategies, with their financial and risk management implications, are listed below.

		Alternative

		Impact on income and expenditure

		Impact on risk management



		Invest in a narrower range of counterparties and/or for shorter times

		Interest income will be lower

		Lower chance of losses from credit related defaults, but any such losses may be greater



		Invest in a wider range of counterparties and/or for longer times

		Interest income will be higher

		Increased risk of losses from credit related defaults, but any such losses may be smaller



		Borrow additional sums at long-term fixed interest rates

		Debt interest costs will rise; this is unlikely to be offset by higher investment income

		Higher investment balance leading to a higher impact in the event of a default; however long-term interest costs may be more certain



		Borrow short-term or variable loans instead of long-term fixed rates

		Debt interest costs will initially be lower

		Increases in debt interest costs will be broadly offset by rising investment income in the medium term, but long term costs may be less certain



		Reduce level of borrowing 

		Saving on debt interest is likely to exceed lost investment income

		Reduced investment balance leading to a lower impact in the event of a default; however long-term interest costs may be less certain






Appendix A – Arlingclose Economic & Interest Rate Forecast November 2019



Underlying assumptions



· The global economy is entering a period of slower growth in response to political issues, primarily the trade policy stance of the US. The UK economy has displayed a marked slowdown in growth due to both Brexit uncertainty and the downturn in global activity. In response, global and UK interest rate expectations have eased.

· Some positivity on the trade negotiations between China and the US has prompted worst case economic scenarios to be pared back. However, information is limited, and upbeat expectations have been wrong before. 

· Brexit has been delayed until 31 January 2020. While the General Election has maintained economic and political uncertainty, the opinion polls suggest the Conservative position in parliament may be strengthened, which reduces the chance of Brexit being further frustrated. A key concern is the limited transitionary period following a January 2020 exit date, which will maintain and create additional uncertainty over the next few years.

· UK economic growth has stalled despite Q3 2019 GDP of 0.3%. Monthly figures indicate growth waned as the quarter progressed and survey data suggest falling household and business confidence. Both main political parties have promised substantial fiscal easing, which should help support growth.

· While the potential for divergent paths for UK monetary policy remain in the event of the General Election result, the weaker external environment severely limits potential upside movement in Bank Rate, while the slowing UK economy will place pressure on the MPC to loosen monetary policy. Indeed, two MPC members voted for an immediate cut in November 2019.

· Inflation is running below target at 1.7%. While the tight labour market risks medium-term domestically-driven inflationary pressure, slower global growth should reduce the prospect of externally driven pressure, although political turmoil could push up oil prices.

· Central bank actions and geopolitical risks will continue to produce significant volatility in financial markets, including bond markets.

Forecast

· Although we have maintained our Bank Rate forecast at 0.75% for the foreseeable future, there are substantial risks to this forecast, dependant on General Election outcomes and the evolution of the global economy. 

· Arlingclose judges that the risks are weighted to the downside.

· Gilt yields have risen but remain low due to the soft UK and global economic outlooks. US monetary policy and UK government spending will be key influences alongside UK monetary policy.

· We expect gilt yields to remain at relatively low levels for the foreseeable future and judge the risks to be broadly balanced.


Appendix B – Existing Investment & Debt Portfolio Position 



		External Borrowing

		29 Feb 2020

Actual Portfolio

£m

		29 Feb 2020

Average Rate

%



		PWLB – Fixed Rate

Long Term

		1.835

		9.31



		Total Gross External Debt

		1.835

		9.31



		Investments Managed in-house

		29 Feb 2020

Actual Portfolio

£m

		29 Feb 2020

Average Rate

%



		Short-term

		15.00

		

0.719





		Long-term 

		6.336

		1.090



		Total Investments

		21.336

		0.829







Long term debt is dated pre-1990. Balances are calculated on a bi-annual basis (30th September and 31st March).




Appendix C – Investment Definitions

Credit Rating: Investment limits are set by reference to the lowest published long-term credit rating from Fitch, Moody’s or Standard & Poor’s. Where available, the credit rating relevant to the specific investment or class of investment is used, otherwise the counterparty credit rating is used. However, investment decisions are never made solely based on credit ratings, and all other relevant factors including external advice will be taken into account.

Banks Unsecured: Accounts, deposits, certificates of deposit and senior unsecured bonds with banks and building societies, other than multilateral development banks. These investments are subject to the risk of credit loss via a bail-in should the regulator determine that the bank is failing or likely to fail.

Banks Secured: Covered bonds, reverse repurchase agreements and other collateralised arrangements with banks and building societies. These investments are secured on the bank’s assets, which limits the potential losses in the unlikely event of insolvency, and means that they are exempt from bail-in. Where there is no investment specific credit rating, but the collateral upon which the investment is secured has a credit rating, the higher of the collateral credit rating and the counterparty credit rating will be used to determine cash and time limits. The combined secured and unsecured investments in any one bank will not exceed the cash limit for secured investments.

Government: Loans, bonds and bills issued or guaranteed by national governments, regional and local authorities, police, fire and multilateral development banks. These investments are not subject to bail-in, and there is an insignificant risk of insolvency. Investments with the UK Central Government may be made in unlimited amounts for up to 50 years.

Corporates: Loans, bonds and commercial paper issued by companies other than banks and registered providers. These investments are not subject to bail-in, but are exposed to the risk of the company going insolvent.  Loans to unrated companies will only be made as part of a diversified pool in order to spread the risk widely.

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

Reverse Purchase Agreements (Repo): A repurchase agreement is a financial transaction where one entity (typically a bank) sells investments (bonds) to another entity (the investor) on one date and at the same time agrees to repurchase them at a fixed price on a later date. A repo involves two linked but separate transactions – the sale of bonds by the bank in return for cash, and the later repurchase of the bonds in return for a larger sum of cash. 



Pooled Funds: Shares in diversified investment vehicles consisting of any of the above investment types, plus equity shares and property. These funds have the advantage of providing wide diversification of investment risks, coupled with the services of a professional fund manager in return for a fee. Short term Money Market Funds that offer same-day liquidity and very low or no volatility will be used as an alternative to instant access bank accounts.

Appendix D – Treasury Management Practices (TMP)



TMP1	Risk Management

The Chief Finance Officer (CFO) of the PCC will design, implement and monitor all arrangements for the identification, management and control of treasury management risk, will report at least annually on the adequacy/suitability thereof, and will report, as a matter of urgency, the circumstances of any actual or likely difficulty in achieving the PCC’s objectives in this respect, all in accordance with the procedures set out in TMP6 Reporting requirements and management information arrangements. 

In respect of each of the following risks, the arrangements which seek to ensure compliance with these objectives are set out below:-           

Credit and Counterparty Risk 	

Definition

The risk of failure by a counterparty to meet its contractual obligations to the organisation under an investment, borrowing, capital, project or partnership financing, particularly as a result of the counterparty’s diminished creditworthiness, and the resulting detrimental effect on the organisation’s capital or current (revenue) resources.

Action

“Dyfed-Powys regards a key objective of its treasury management activities to be the security of the principal sums it invests.  Accordingly, it will ensure that its counter-party lists and limits reflect a prudent attitude towards organisations with which funds may be deposited, and will limit its investment activities to the instruments, methods and techniques referred to in TMP4 Approved instruments, methods and techniques.  It also recognises the need to have, and will therefore maintain, a formal counter-party policy in respect of those institutions from which it may borrow, or with whom it may enter into other financing arrangements.” 

Counterparties are detailed within the Treasury Management Strategy and Policy. 



Liquidity Risk

Definition

The risk that cash will not be available when it is needed, that ineffective management of liquidity creates additional unbudgeted costs and that the organisation’s business / service objectives will be thereby compromised.

Action

It will be the function of the CFO (Chief Constable) through the treasury management staff employed by the Chief Constable to ensure that it has adequate though not excessive cash resources, borrowing arrangements, overdraft or standby facilities to enable it at all times to have the level of funds available to it which are necessary for the achievement of its business / service objectives. 

They will ensure that at all times there will be a surplus of cash available which can be called upon (£2m) through its investments in cash on call accounts, which would be available at any time.

Robust weekly, monthly and annual cash flow forecasting processes are in place in line with Financial Regulations and Financial Control Procedures.

 

Interest Rate Risk

Definition

The risk that fluctuations in the levels of interest rates create an unexpected or unbudgeted burden on the organisation’s finances, against which the organisation has failed to protect itself adequately.

Action

Dyfed-Powys will manage its exposure to fluctuations in interest rates with a view to containing its interest costs, or securing its interest revenues, in accordance with the amounts provided in its budgetary arrangements as amended in accordance with TMP6 Reporting requirements and management information arrangements.

It will achieve this by the prudent use of its approved financing and investment instruments, methods and techniques, primarily to create stability and certainty of costs and revenues, but at the same time retaining a sufficient degree of flexibility to take advantage of unexpected, potentially advantageous changes in the level or structure of interest rates. This should be subject to the consideration and, if required, approval of any policy or budgetary implications.

The PCC will only undertake borrowing from approved sources such as the PWLB, organisations such as the European Investment Bank and from commercial banks who are on the PCC’s list of authorised institutions, thereby minimising legal and regulatory risk. All investment of over 13 months will need prior approval by the CFO PCC.



Exchange Rate Risk

Definition

The risk that fluctuations in foreign exchange rates create an unexpected or unbudgeted burden on the organisation’s finances, against which the organisation has failed to protect itself adequately.

Action

Currently Dyfed Powys only invest in sterling products, hence there is no exchange rate risk.



Refinancing Risk

Definition

The risk that maturing borrowings, capital, project  or partnership financings cannot be refinanced on terms that reflect the provisions made by the organisation for those refinancing, both capital and current (revenue) and / or that the terms are inconsistent with prevailing market conditions at the time.

Action

Dyfed-Powys will ensure that its borrowing, private financing and partnership arrangements are negotiated, structured and documented, and the maturity profile of the monies so raised are managed, with a view to obtaining offer terms for renewal or refinancing if required, which are competitive and as favourable to the PCC as can reasonably be achieved in the light of market conditions prevailing at the time.

It will actively manage its relationships with its counter-parties in these   transactions in such a manner as to secure this objective, and will avoid over reliance on any one source of funding if this might jeopardise achievement of the above.”



Legal and Regulatory Risk

Definition

The risk that the organisation itself, or an organisation with which it is dealing in its treasury management activities, fails to act in accordance with its legal powers or regulatory requirements, and that the organisations suffers losses accordingly.

Action

Dyfed-Powys will ensure that all of its treasury management activities comply with its statutory powers and regulatory requirements.  It will demonstrate such compliance, if required to do so, to all parties with whom it deals in such activities.  In framing its credit and counter-party policy under TMP1 credit and counter-party risk management, it will ensure that there is evidence of counter-parties’ powers, authority and compliance in respect of the transactions they may effect with the PCC, particularly with regard to duty of care and fees charged.

Dyfed Powys recognises that future legislative or regulatory changes may impact on its treasury management activities and, so far as is reasonably able to do so, will seek to minimise the risk of these impacting adversely on the PCC.



Fraud, Error and Corruption Contingency

Definition 

The risk that an organisation fails to identify the circumstances in which it may be exposed to the risk of loss through fraud, error, corruption or other eventualities in its treasury management dealings, and fails to employ suitable systems and procedures and maintain effective contingency management arrangements to these ends. It includes the area of risk commonly referred to as an operational risk.

Action

Dyfed-Powys will ensure that it has identified the circumstances which may expose it to the risk of loss through fraud, error, corruption or other eventualities in its treasury management dealings.  Accordingly, it will employ suitable systems and procedures, and will maintain effective contingency management arrangements to these ends. Internal Audit will regularly review Treasury Management function and report to the Joint Audit Committee.

A clear, well defined reporting structure for fraud etc. is in place in the event of a systems breakdown. The insurance policy incorporates cover for fraud, error and corruption. This is documented within the Anti-fraud and Corruption policy and included within Financial Control Procedure 4.7 “Dealing with Suspected Fraud and deception.”



Market Risk

Definition

The risk that through adverse fluctuations in the value of the principal sums an organisation borrows and invests, its stated treasury management policies and objectives are compromised, against which effects it has failed to protect itself adequately.

Action

Dyfed-Powys will seek to ensure that its stated treasury management policies and objectives will not be compromised by adverse market fluctuations in the value of the principal sums it invests, and will accordingly seek to protect itself from the effects of such fluctuations. 

It will only place investments with institutions that are included on the most recent counter-party lending list approved by Arlingclose.



TMP2  Performance Measurement

Dyfed Powys is committed to the pursuit of value for money in its treasury management activities and to the use of performance methodology in support of that aim, within the framework set out in its treasury management policy statement.

Accordingly, the treasury management function will be the subject of on-going analysis of the value it adds in support of the organisation’s stated business or service objectives. It will be the subject of regular examination of alternative methods of service delivery, of the availability of fiscal or other grant or subsidy incentives, and of the scope for other potential improvements. The performance of the treasury management function will be measured by using the criteria set out below:-

The performance measures / benchmarks for treasury management will include the following:  



		

		Performance Measure



		1

		Achieving the budgeted investment income



		2

		Ensuring cash balance cover of 31 days



		3

		Ensuring that investments are only placed with institutions which comply with the annual Treasury Management Strategy.



		4

		Ensuring approved counter-party limits are adhered to (refer to TMP’s 1/ 5)



		5

		Expected levels of Investments per month compared to actual level of investment



		6

		Average rate of return of investments per month compared to target rate







TMP3  Decision Making and Analysis

Dyfed Powys will maintain full records of its treasury management decisions and of the processes and practices applied in reaching those decisions, both for the purposes of learning from the past, and for demonstrating that reasonable steps were taken to ensure that all issues relevant to those decisions were taken into account at the time.

Decisions regarding funding, borrowing, lending and new instruments and techniques will only be made if they comply with the Treasury Management Policy and Strategy. All decisions will be open to independent scrutiny.



TMP4  Approved Instruments, Methods and Techniques

Dyfed Powys will undertake its treasury management activities by employing only those instruments, methods and techniques specified in the Financial Regulations and Financial Control Procedures and within the limits and parameters defined in TMP 1 Risk Management. 

The Corporate Governance Framework section 7.8F gives instruction on Treasury Management and Banking arrangements and the Financial Control Procedure 2.1 Treasury Management and Banking arrangements specify instruments, methods and techniques approved.



TMP5  Organisation, Clarity and Segregation of Responsibilities and Dealing Arrangements

Dyfed-Powys considers it essential, for the purposes of the effective control and monitoring of its treasury management activities, for the reduction of the risk of fraud or error, and for the pursuit of optimum performance, that these activities are structured and managed in a fully integrated manner, and that there is, at all times, clarity of treasury management responsibilities.

The principle on which this will be based is a clear distinction between those charged with setting treasury management policies and those charged with implementing and controlling these policies, particularly with regard to the execution and transmission of funds, the recording and administering of treasury management decisions, and the audit and review of the treasury management function. 

If and when Dyfed Powys intends, as a result of lack of resources or other circumstances, to depart from these principles, the CFO CC will ensure that the reasons are properly reported to the CFO PCC in accordance with TMP6 Reporting Requirements and Management Information Arrangements, and the implications properly considered and evaluated.

The CFO CC will ensure that there are clear written statements of the responsibilities for each post engaged in treasury management, and the arrangements for absence cover.  The CFO CC will also ensure that at all times those engaged in treasury management will follow the policies and procedures set out and report any deviance from these to the CFO PCC.

The CFO CC will ensure that there is proper documentation for all deals and transactions and that procedures exist for the effective transmission of funds and provide evidence of this where required to the CFO PCC.  



TMP6  Reporting Requirements and Management Information Arrangements

Dyfed-Powys will ensure that regular reports are prepared and considered on the implementation of its treasury management policies; on the effects of decisions taken and transactions executed in pursuit of those policies; on the implications of changes, particularly budgetary, resulting from regulatory, economic, market or other factors affecting its treasury management activities; and on the performance of the treasury management function.

It is suggested that the following reporting process be presented by the PCC CFO:-

	

Annual reporting requirements before the start of the year

· Review of the Treasury Management policy statement and strategy,

· Review of the Treasury Management Practices,

· Prudential Indicators.



Mid-year reporting requirements



· Treasury Management Activities undertaken,

· Variations (if any) from agreed policies / practices,

· Performance report,

· Performance against Treasury Management and Prudential Indicators.



Annual reporting requirements after year end



· Performance of Treasury Management Function,

· Report on risk implications of decisions taken and transactions executed,

· Report on any circumstances of non-compliance with the Treasury management Police Statement and TMPs.



TMP7  Budgeting, Accounting and Audit Arrangements

The CFO PCC will prepare and the PCC will approve and if necessary from time to time will amend the annual budget for the Treasury Management function, together with associated income. The matters to be included in the budget will be at minimum those required by statute or regulation, together with such information as will demonstrate compliance with TMP1 Risk Management, TMP2 Performance Measurement and TMP4 Approved Instruments, Methods and Techniques. The CFO will exercise effective controls over this budget and will report upon and recommend any changes required in accordance with TMP6 Reporting Requirements and Management Information Arrangements.

Dyfed-Powys will account for its treasury management activities, for decisions made and transactions executed, in accordance with appropriate accounting practices and standards, and with statutory and regulatory requirements in force for the time being and in particular the CIPFA Code of Practice and Cross-Sectoral Guidance Notes for Treasury Management in Public Services issued in 2011. The CFO will act in accordance with the PCC’s policy statement and TMPs and the CIPFA: Standard of Professional Practice on Treasury Management.

The PCC will ensure that its auditors, and those charged with regulatory review, have access to all information and papers supporting the activities of the treasury management function as are necessary for the proper fulfilment of their roles, and that such information and papers demonstrate compliance with external and internal policies and approved practices.  

Treasury Management procedures and processes will be audited in accordance with the internal audit risk based audit strategy.

Auditors will as part of their responsibilities in auditing the Statement of Accounts, obtain independent verification from counterparties of investments held by the PCC.



TMP8  Cash and Cash Flow Management

Unless statutory or regulatory requirements demand otherwise, all monies in the hand of Dyfed Powys will be under the control of the PCC, and will be aggregated for cash flow and investment management purposes. Cash flow projections will be prepared on a regular basis, and the CFO PCC and CFO CC will ensure that these are adequate for the purposes of monitoring compliance with TMP1 Liquidity Risk Management. 

TMP9  Money laundering

Dyfed Powys is alert to the possibility that it may become the subject of an attempt to involve it in a transaction involving the laundering of money. Accordingly, it will maintain procedures for verifying and recording the identity of counter-parties and reporting suspicions, and will ensure that staff involved in this are fully trained. 

Only counterparties approved by the Treasury Management consultants will be utilised. Terms and conditions are agreed between the counterparty and the PCC prior to the transfer of funds.

The Proceeds of Crime Act 2020 (POCA) and the related Money Laundering Regulations 2007 have also extended the Wales Audit Office auditors responsibilities. The Auditor General and his staff and contractors are required to report to the Serious and Organised Crime Agency (SOCA) where they suspect, as a result of information gained during the course of their work, that there may have been criminal acts that involve financial gain.

If any staff involved in Treasury Management have suspicions of money laundering then this should be brought to the attention of the CFO PCC and CFO CC.



TMP10  Training and Qualifications

Dyfed Powys recognises the importance of ensuring that all staff involved in the treasury management function are fully equipped to undertake the duties and responsibilities allocated to them. The PCC will therefore seek to appoint individuals who are both capable and experienced and will provide training for staff to enable them to acquire and maintain an appropriate level of expertise, knowledge and skills. The CFO PCC will recommend and implement the necessary arrangements.

The CFO PCC will ensure that all staff tasked with treasury management responsibilities, including those responsible for scrutiny, have access to training relevant to their needs and those responsibilities.

Those charged with governance recognise their individual responsibility to ensure that they have the necessary skills to complete their role effectively.

Staff who undertake Treasury management duties attend relevant training events provided by Arlingclose and attend a quarterly strategy meeting. Staff also attend relevant training events that are held by CIPFA.

Weekly bulletin e-mails are sent out by Arlingclose which provide advice on any economic developments and suggested revisions to counterparty limits.



TMP11  Use of External Service Providers

Dyfed-Powys recognises that responsibility for treasury management decisions remains with the PCC at all times. Dyfed-Powys recognises the potential value of employing external providers of treasury management services, in order to acquire access to specialist skills and resources.  When it employs such service providers, it will ensure it does so for reasons which will have been submitted to a full evaluation of the costs and benefits.  It will also ensure that the terms of their appointment and the methods by which their value will be assessed are properly agreed and documented, and subject to regular review.  And it will ensure, where feasible and necessary, that a spread of service providers is used, to avoid over reliance on one or a small number of companies.   Where services are subject to formal tender or re-tender arrangements, legislative requirements will always be observed.  The monitoring of such arrangements rests with the CFO PCC.

Dyfed Powys has a contract with Arlingclose for the provision of advice/assistance as follows:

· Strategic advice

· Capital finance advice

· Treasury Management Policy and Strategy

· Interest Rate Forecasting and Economic Advice

· Investment Policy Advice

· Debt Advice

· Counterparty Assistance

· Seminars and training

· Website and client meetings.



TMP12  Corporate Governance

Dyfed-Powys has adopted and implemented the key recommendations of the CIPFA Code of Practice.  This is considered vital to the achievement of proper corporate governance in treasury management, and the CFO PCC and CFO CC will monitor and, if and when necessary, report upon the effectiveness of these arrangements.

The Code recommends that public service organisations state their commitment to embracing the principles of corporate governance in their Treasury Management activities, notably openness and transparency.

Dyfed Powys is committed to the pursuit of proper corporate governance throughout its businesses and services, and to establishing the principles and practices by which this can be achieved. Therefore, the treasury management function and its activities will be undertaken with openness and transparency, honesty, integrity and accountability reflected in Dyfed Powys’s Corporate Governance Framework and Financial Control Procedures.

The organisation’s Treasury Management policies and practices will be published on the internet.

The CFO PCC has primacy over Treasury Management functions and will ensure that adequate separation of duties exist between staff charged with undertaking Treasury Management Functions.


Appendix E Prudential Indicators and MRP Statement 2020/19

The Local Government Act 2003 requires the PCC to have regard to the Chartered Institute of Public Finance and Accountancy’s Prudential Code for Capital Finance in Local Authorities (the Prudential Code) when determining how much money it can afford to borrow. The objectives of the Prudential Code are to ensure, within a clear framework, that the capital investment plans of local authorities are affordable, prudent and sustainable, and that treasury management decisions are taken in accordance with good professional practice. To demonstrate that the PCC has fulfilled these objectives, the Prudential Code sets out the following indicators that must be set and monitored each year.

1. Estimates of Capital Expenditure:

The PCC’s planned capital expenditure and financing may be summarised as follows.

		Capital Expenditure and Financing

		2019/20 Estimate

		2020/21 Estimate

		2021/22 Estimate

		2022/23           Estimate        

		2022/23           Estimate        



		

		£k

		£k

		£k

		£k

		£k



		Estates Projects

		1,364

		10,774

		17,500

		5,100

		1,100



		Vehicles / Boat

		1,035

		1,085

		1,050

		1,050

		1,050



		IT and Other Schemes

		3,576

		4,364

		4,070

		6,423

		2,734



		Total Expenditure

		5,976

		16,223

		22,620

		12,573

		4,884



		

		

		

		

		

		



		Grant Funding

		243

		182

		-

		-

		-



		Borrowing Requirement

		1,364

		10,774

		20,503

		10,338

		2,149



		Capital Grants

		85

		85

		85

		85

		85



		Contribution from Revenue Account

		500

		850

		1,600

		2,100

		2,600



		Other Reserves

		413

		170

		150

		-

		-



		Capital Receipts

		1,787

		-

		250

		50

		50



		Capital Reserve

		1,584

		4,162

		32

		-

		-



		Total Financing

		5,976

		16,223

		22,620

		12,573

		4,884









2. Estimate of Capital Financing Requirement

The Capital Financing Requirement (CFR) measures the PCC’s underlying need to borrow for a capital purpose.

		Cumulative Capital Financing Requirement

		31.03.20

Revised

£m

		31.03.21 Estimate

£m

		31.03.22 Estimate

£m

		31.03.23 Estimate

£m

		31.03.24 Estimate

£m



		Total 

		1.4

		12.1

		32.4

		41.5

		41.5







The CFR is forecast to increase considerably over the next few years as capital expenditure financed by debt outweighs resources previously put aside for debt repayment.



3. Gross Debt and the Capital Financing Requirement:

In order to ensure that over the medium term debt will only be for a capital purpose, the PCC should ensure that debt does not, except in the short term, exceed the total of capital financing requirement in the preceding year plus the estimates of any additional capital financing requirement for the current and next two financial years. This is a key indicator of prudence.

		Debt

		31.03.20

Revised

£m

		31.03.21 Estimate

£m

		31.03.22 Estimate

£m

		31.03.23 Estimate

£m

		31.03.24 Estimate

£m



		External Debt

		1.7

		1.5

		18.3

		28.5

		30.7







We are currently breaching this prudential indicator as external debt is forecast to be higher than CFR in the current year end over the next three years. This is due to the CFR being reimbursed from reserves in 2015/16. This decision was made as it was assessed to be more economically advantageous to repay the CFR utilising existing reserves than to make the Minimum Revenue Payment to reduce its balance very year. 

Operational Boundary for External Debt

The operational boundary is based on the PCC’s estimate of most likely i.e. prudent but not worst case scenario for external debt. It links to the PCC’s estimates of capital expenditure, the CFR and cash flow requirements, and is a key management tool for in-year monitoring. Other long-term liabilities comprise finance lease, Private Finance Initiative and other liabilities which are not borrowing but form part of the PCC’s debt.

		
Operational Boundary

		31.03.20

Revised

£m

		31.03.21 Estimate

£m

		31.03.22 Estimate

£m

		31.03.23 Estimate

£m

		31.03.24 Estimate

£m



		Borrowing

		20.0

		20.0

		30.0

		35.0

		40.0



		Other long-term liabilities

		1.0

		1.0

		1.0

		1.0

		1.0



		Total Debt

		21.0

		21.0

		31.0

		36.0

		41.0












4. Authorised Limit for External Debt

The authorised limit is the affordable borrowing limit determined in compliance with the Local Government Act 2003. It is the maximum amount of debt that the PCC can legally owe. The authorised limit provides headroom over and above the operational boundary for unusual cash movements.

		Authorised Limit

		2019/20 Limit

£m

		2020/21 Limit

£m

		2021/22 Limit

£m

		2022/23 Limit

£m

		2023/24 Limit

£m



		Borrowing

		60.0

		60.0

		60.0

		60.0

		60.0



		Other long-term liabilities

		1.0

		1.0

		1.0

		1.0

		1.0



		Total Debt

		61.0

		61.0

		61.0

		61.0

		61.0







5. Ratio of Financing Costs to Net Revenue Stream

This is an indicator of affordability and highlights the revenue implications of existing and proposed capital expenditure by identifying the proportion of the revenue budget required to meet financing costs, net of investment income. This indicator shows financing costs in the context of the entire budget.

This is scheduled to increase over the period due to the requirement to undertake borrowing to support the investment required as a result of the Capital Programme. The impact of borrowing to fund the capital programme can be seen in later years.

		


		2019/20            

£k

		2020/21           £k           

		2021/22                  £k

		2022/23                  £k

		2023/24                  £k



		Financing Costs (estimate) 

		174

		181

		730

		1,861

		2,902



		Net Revenue Stream

		106,897

		115,402

		120,553

		125,858

		131,116



		Ratio 

		0.16%

		0.16%

		0.61%

		1.48%

		2.21%










Annual Minimum Revenue Provision Statement 2020/21

Where the PCC finances capital expenditure by debt, it must put aside resources to repay that debt in later years. The amount charged to the revenue budget for the repayment of debt is known as Minimum Revenue Provision (MRP) although there has been no statutory minimum since 2008. The Local Government Act 2003 requires the PCC to have regard to the Welsh Government’s Guidance on Minimum Revenue Provision.



The broad aim of the WG guidance is to ensure that debt is repaid that is either reasonably commensurate with that over which the capital expenditure provides benefits or, in the case of borrowing supported by Government Revenue Support Grant, reasonably commensurate with the period implicit in the determination of that grant.



The WG guidance requires the PCC to approve an annual MRP statement each year, and recommends a number of options for calculating a prudent amount of MRP.



Whilst it is foreseen that the CFR will remain at zero for a couple of years (and therefore MRP will be zero), the policy will still be used to estimate future MRP charges to the revenue account for future years in setting the medium term financial plan and capital programme.



The following statement only incorporates options recommended in the guidance



		ANNUAL MINIMUM REVENUE PROVISION (MRP) STATEMENT



		The following policy has been set by the PCC in relation to MRP for 2020/21.



		Prudential Borrowing -  Depreciation Method



		MRP is to be equal to the provision required in accordance with depreciation accounting in respect of the asset on which expenditure has been financed by prudential borrowing or unsupported credit arrangements. This reflects the useful life of the asset which has been estimated at 50 years in respect of Estates assets, 10 years in respect of IT infrastructure assets (e.g. Control Room, RMS) and 5 years for other IT assets.



		(a) MRP will continue to be made annually until the cumulative amount of such provision is equal to the expenditure originally financed.



		(b) On disposal of the asset, the amount of the capital receipt will not be taken to the revenue account and the PCC will comply with the normal requirements of the 2003 Act on the use of capital receipts.



		(c) Where the percentage of the expenditure on the asset financed by prudential borrowing or unsupported credit arrangements is less than 100%, MRP will be equal to the same percentage of the provision required under depreciation accounting.



		Finance Leases and PFI



		In the case of finance leases and on balance-sheet PFI contracts, the MRP requirement will be regarded as met by a charge equal to the element of the rent/charge that goes to write down the balance sheet liability.
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PURPOSE: Joint Audit Committee Scrutiny 





Timing: In advance of completing the draft statutory accounts for 2019/20







Title: Accounting Policies





                            

Category of Decision / Business Area Impact: Finance





Executive Summary: 



The 2019/20 Statements of Accounts will summarise the Chief Constable’s, Commissioner’s and Group’s transactions for the financial year and its position at the year ended 31 March 2020.  The Accounting Policies are included in each Statement of Account and are the specific principles, bases, conventions, rules and practices applied when preparing and presenting the financial statements.  They are included to provide a fuller explanation and description of specific figures as an aid to the reader’s understanding of the accounts.  



The 2019/20 draft Statement of Accounts will be presented to Members at the Finance Seminar scheduled for 17 June 2020. These draft Accounting Policies have been prepared in advance of that, to allow the opportunity to review and consider this element of the Statement of Accounts at an earlier stage.  



These are the Draft Accounting Policies for the Group Statement of Accounts.  The relevant policies only will be extracted from the Group’s Draft Accounting Policies for inclusion in the Chief Constable’s Statement of Accounts. 



The implementation of the new IFRS 16 Leases accounting standard does not impact on the financial accounts for the year ended 31 March 2020.





























	





































Recommendation:



JAC to consider the draft accounting policies for the 2019/20 accounts.  





















Draft Notes to the Accounts 2019/20



1. [bookmark: _Toc514922018]Accounting policies



General Principles 

The Statement of Accounts summarises the Group’s transactions for the 2019/20 financial year and its position at the year-end of 31st March 2020. The Commissioner is required to prepare an annual Statement of Accounts for himself and the Group by the Accounts and Audit (Wales) Regulations 2014 (as amended), which require them to be prepared in accordance with proper accounting practices. These practices primarily comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2019/20 and the Service Reporting Code of Practice 2019/20, supported by International Financial Reporting Standards (IFRS). 

The accounting convention adopted in the Statement of Accounts is principally historical cost, modified by the revaluation of certain categories of non-current assets and financial instruments. 



Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors 

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error. Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected by the change and do not give rise to a prior period adjustment. 

Changes in accounting policies are only made when required by proper accounting practices or the change provides more reliable or relevant information about the effect of transactions, other events and conditions on the financial position or financial performance of the Group. Where a change is made, it is applied retrospectively (unless stated otherwise) by adjusting opening balances and comparative amounts for the prior period as if the new policy had always been applied. 

Material errors discovered in prior period figures are corrected retrospectively by amending opening balances and comparative amounts for the prior period. 



Accruals of Income and Expenditure 

Activity is accounted for in the year that it takes place, not simply when cash payments are made or received. In particular: 

· Revenue from the sale of goods is recognised when the Group transfers the significant risks and rewards of ownership to the purchaser and it is probable that economic benefits or service potential associated with the transaction will flow to the Group. 

· Revenue from the provision of services is recognised when the Group can measure reliably the percentage of completion of the transaction and it is probable that economic benefits or service potential associated with the transaction will flow to the Group.

· Supplies are recorded as expenditure when they are consumed – where there is a gap between the date supplies are received and their consumption they are carried as inventories on the Balance Sheet.

· Expenses in relation to services received (including services provided by employees) are recorded as expenditure when the services are received rather than when payments are made.

· Interest receivable on investments and payable on borrowings is accounted for respectively as income and expenditure on the basis of the effective interest rate for the relevant financial instrument rather than the cash flows fixed or determined by the contract.

· Where revenue and expenditure have been recognised but cash has not been received or paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet. Where debts may not be settled, the balance of debtors is written down and a charge made to revenue for the income that might not be collected.



Overheads and Support Services 

[bookmark: _Toc391369497]The costs of overheads and support services are charged to service segments in accordance with the Group’s arrangements for accountability and financial performance.

 

Exceptional Items 

When items of income and expense are material, their nature and amount is disclosed separately, either on the face of the Comprehensive Income and Expenditure Statement (CIES) or in the notes to the accounts, depending on how significant the items are to an understanding of the financial performance of the Group. 



Events after the Balance Sheet date 

Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur between the end of the reporting period and the date when the Statement of Accounts is authorised for issue. Two types of events can be identified: 

· Those that provide evidence of conditions that existed at the end of the reporting period – the Statement of Accounts is adjusted to reflect such events. 

· Those that are indicative of conditions that arose after the reporting period – the Statement of Accounts is not adjusted to reflect such events, but where a category of events would have a material effect, disclosure is made in the notes of the nature of the events and their estimated financial effect. 



Events taking place after the date of authorisation for issue are not reflected in the Statement of Accounts. 



Property, plant and equipment 

Expenditure on the acquisition, creation or enhancement of property, plant and equipment is capitalised on an accruals basis. Expenditure that maintains but does not add to an asset’s potential to deliver future economic benefits or service potential (i.e. repairs and maintenance) is charged as an expense when it incurred. 

Expenditure falling below a de-minimis level of £6,000 per item is treated as Revenue and charged when it is incurred.  

Assets are initially measured at cost and are then carried in the Balance Sheet using the following measurement bases: 

· Assets under construction – depreciated historical cost; 

· Operational Buildings – depreciated replacement cost;

· Surplus assets / Assets Held For Sale – Fair value – reviewed annually; 

· Investment Properties – fair value (or reviewed annually or every five years); 

· All other assets – fair value (revalued every five years), determined as the amount that would be paid for the asset in its existing use. 



Increases in valuations are matched by credits to the Revaluation Reserve to recognise unrealised gains. The Revaluation Reserve contains revaluation gains recognised since 1st April 2007 only, the date of its formal implementation. Gains arising before that date have been consolidated into the Capital Adjustment Account. 



Assets are assessed at each year-end as to whether there is any indication that an asset may be impaired. Where indications exist and any possible differences are estimated to be material, the recoverable amount of the asset is estimated and, where this is less than the carrying amount of the asset, an impairment loss is recognised for the shortfall. 

Where impairment losses are identified, they are accounted for as follows: 

· Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying amount of the asset is written down against that balance (up to the amount of the accumulated gains). 

· Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount of the asset is written down against the relevant service lines in the CIES. 



Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of their depreciable amounts over their useful lives.  The useful economic lives of assets and their residual values are summarised in the table below:

  

		Asset Category

		Useful Economic Life

		Residual Value



		PROPERTY

		

		



		Land

		No Depreciation 

		No Depreciation



		Operational Buildings

		Over Remaining Life

		Over Remaining Life



		Investment Properties

		No Depreciation

		No Depreciation



		Surplus Assets

		Over Remaining Life

		Over remaining Life



		Assets Held for Sale

		No Depreciation

		No Depreciation



		VEHICLES & BOATS

		

		



		Boat 1:

		

		



		· Hull

		32 years

		Nil



		· Engine

		12 years

		Nil



		Boat 2:

		10 years

		Nil



		Vehicles

		

		



		· Rapid Response / Other

		3 years

		Nil



		· Other

		5 years

		Nil



		EQUIPMENT

		

		



		Computer /other equipment

		5 years

		Nil



		INTANGIBLE ASSETS

		3/5 years

		Nil







Where an item of Property, Plant and Equipment has major components whose cost is significant in relation to the total cost of the item, the components are depreciated separately. 

The Group has applied the following de-minimis limits, below which, the component is not separately quantified: 



		Life of component (years)

		0-10

		10-15

		15-20

		20-30

		30-40

		Over 40 



		De-minimis (£’000)

		50

		100

		200

		300

		750

		1,000







Revaluation gains are also depreciated, with an amount equal to the difference between current value depreciation charged on assets and the depreciation that would have been chargeable based on their historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment Account. 



Surplus Assets

Surplus assets are those that are not being actively used in the business (such as vacant properties) and that cannot be classed as “assets held for sale”.  Surplus assets will be measured at fair value at each reporting date, based on the amount at which the asset could be exchanged between knowledgeable parties at arm’s-length. Gains and losses on revaluation are posted to the Financing and Investment Income and Expenditure line in the CIES. The same treatment is applied to gains and losses on disposal. 



Disposals and Non-current Assets Held for Sale 

When it becomes probable that the carrying amount of an asset will be recovered principally through a sale transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale. The asset is revalued immediately before reclassification and then carried at the lower of this amount and fair value less costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the Other Operating Expenditure line in the CIES. 

Gains in fair value are recognised only up to the amount of any previous losses recognised in the Surplus or Deficit on Provision of Services. Depreciation is not charged on Assets Held for Sale. 



Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. The balance of receipts is required to be credited to the Capital Receipts reserve, and can only be used for new capital investment (or set aside to reduce the Group’s underlying need to borrow – the capital financing requirement). 





Charges to Revenue for Non-Current Assets 

Services, support services and trading accounts are debited with the following amounts to record the cost of holding non-current assets during the year: 

· Depreciation attributable to the assets used by the relevant service. 

· Revaluation and impairment losses on assets used by the service where there are no accumulated gains in the Revaluation Reserve against which the losses can be written off.

 

Investment property 

Investment properties are those that are used solely to earn rentals and/or for capital appreciation. Investment properties are measured initially at cost and subsequently at fair value, based on the amount at which the asset could be exchanged between knowledgeable parties at arm’s-length. Gains and losses on revaluation are posted to the Financing and Investment Income and Expenditure line in the CIES. The same treatment is applied to gains and losses on disposal. 





Intangible assets 

Expenditure on non-monetary assets that do not have physical substance but are controlled by the Group as a result of past events (e.g. software licences) is capitalised when it is expected that future economic benefits or service potential will flow from the intangible asset to the Group.



Intangible assets are measured initially at cost. Amounts are only revalued where the fair value of the assets held by the Group can be determined by reference to an active market. In practice, no intangible asset held by the Group meets this criterion, and they are therefore carried at amortised cost. 



Amortisation of intangible fixed assets attributable to the service 

The Group is not required to raise council tax to fund depreciation, revaluation and impairment losses or amortisations. However, it is required to make an annual contribution from revenue towards the reduction in his overall borrowing requirement. Depreciation, revaluation and impairment losses and amortisation are therefore replaced by the contribution in the General Fund Balance by way of an adjusting transaction with the Capital Adjustment Account in the Movement in Reserves Statement for the difference between the two. 



Financial Instruments 

Financial Liabilities 

These are initially measured at fair value and are carried at their amortised cost. Annual charges to the Income and Expenditure Statement for interest payable are based on the carrying amount of the liability, multiplied by the effective rate of interest for the instrument. The amount presented in the Balance Sheet is the outstanding principal plus accrued interest. 



Financial Assets 

Loans and Receivables are initially measured at fair value and carried at their amortised cost. Annual credits to the Income and Expenditure Statement for interest receivable are based on the carrying amount of the asset multiplied by the effective rate of interest for the instrument. For most of the loans that the Group has made, this means that the amount presented in the Balance Sheet is the outstanding principal receivable plus accrued interest.   



Foreign currency translation 

Where the Group has entered into a transaction denominated in a foreign currency, the transaction is converted into sterling at the exchange rate applicable on the date the transaction was effective. 



Inventories 

Inventories are included in the balance sheet at current cost price. International Accounting Standard (IAS) 2 states that Inventories should be measured at the lower of cost and net realisable value. The policy does not therefore comply with IAS 2 but the difference is not material. 



Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of not more than 24 hours. 

Cash equivalents are short term, highly liquid investments held at the balance sheet date that are readily convertible to known amounts of cash on the balance sheet date and which are subject to an insignificant risk of changes in value. 



Provisions

Provisions are made where an event has taken place that gives the Group a legal or constructive obligation that probably requires settlement by a transfer of economic benefits or service potential, and a reliable estimate can be made of the amount of the obligation. 



Reserves 

Amounts set aside for purposes falling outside the definition of provisions are considered as reserves.  Revenue reserves are available to finance expenditure.  Certain capital reserves created as a result of the capital accounting scheme are not available to meet current expenditure and include:



· Revaluation Reserve which records the accumulated gains on the fixed assets held by the Group arising from increases in value, to the extent that these gains have not been consumed by subsequent downward movements in value;



· Capital Adjustment Account, which provides a balancing mechanism between the different rates at which assets are depreciated and are financed through the capital controls system, by accumulating:

· On the debit side – the write-down of the historical cost of fixed assets as they are consumed by depreciation and impairments or written off on disposal;

· On the credit side – the resources that have been set aside to finance capital expenditure.



Collaborative Arrangements

CIPFA issued new guidance on “Accounting for Collaboration” applicable for the 2014/15 financial year onwards. This required the Commissioner and Force to assess all collaborative activity and categorise these into either joint operations or joint ventures and account for their fair share of expenditure, income, assets and liabilities in their individual accounts.  Further details can be found under the Collaborative Arrangements note.



Employee benefits 

Benefits Payable During Employment 

Short-term employee benefits are those due to be settled within 12 months of the year-end. They include such benefits as wages and salaries, paid annual leave and paid sick leave, bonuses and non-monetary benefits (e.g. cars) for current employees and are recognised as an expense for services in the year in which the employees render service. An accrual is made for the cost of holiday entitlements (including time off in lieu and flexi leave) earned by employees but not taken before the year-end, which employees can carry forward into the next financial year. The accrual is made at salary rates applicable in the following accounting year, being the period in which the employee takes the benefit. The accrual is charged to Surplus or Deficit on the Provision of Services, but then reversed out through the Movement in Reserves Statement so that holiday benefits are charged to revenue in the financial year in which the holiday absence occurs. 



Termination Benefits 

Termination benefits are amounts payable as a result of a decision by the Commissioner and Chief Constable to terminate an officer’s employment before the normal retirement date or an officer’s decision to accept voluntary redundancy. 

Where termination benefits involve the enhancement of pensions, statutory provisions require the General Fund balance to be charged with the amount payable by the Group to the pension fund or pensioner in the year, not the amount calculated according to the relevant accounting standards. In the Movement in Reserves Statement, appropriations are required to and from the Pensions Reserve to remove the notional debits and credits for pension enhancement termination benefits and replace them with debits for the cash paid to the pension fund and pensioners and any such amounts payable but unpaid at the year-end. 



Post-Employment Benefits 

Police officers and police staff have the option of belonging to one of two separate pension schemes relevant to them:

· Police Officers Pension Scheme, administered through a Police Pension Fund 

· Local Government Pensions Scheme, administered by Carmarthenshire County Council. 



Both schemes provide defined benefits to members (retirement lump sums and pensions), earned as employees worked for the Group. 



This Police Officer Pension scheme is “unfunded” which means that no investment assets are built up to pay pensions and other benefits in the future, and therefore no provision to meet the liability for future payments of benefits is included in the balance sheet. The liabilities of the Local Government Scheme that are attributable to the Group are included in the Balance Sheet on an actuarial basis using the projected unit method – i.e. an assessment of the future payments that will be made in relation to retirement benefits earned to date by employees, based on assumptions about mortality rates, employee turnover rates etc. and projections of earnings for current employees. 



Discretionary Benefits

The Commissioner and Chief Constable also have restricted powers to make discretionary awards of retirement benefits in the event of early retirements. Any liabilities estimated to arise as a result of an award to any member of staff are accrued in the year of the decision to make the award and accounted for using the same policies as are applied to the Local Government Pension Scheme. 



Government grants and contributions 

Whether paid on account, by instalments or in arrears, government grants and third party contributions and donations are recognised as due to the Group when there is reasonable assurance that: 

· The Group will comply with the conditions attached to the payments; and 

· The grants or contributions will be received. 



Monies advanced as grants and contributions for which conditions have not been satisfied are carried in the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the relevant service (attributable revenue grants and contributions) or Taxation and Non-Specific Grant Income (non-ring fenced revenue grants and all capital grants) in the CIES. 



Where capital grants are credited to the CIES, they are reversed out of the General Fund Balance in the Movement in Reserves Statement. Where the grant has yet to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied reserve. Where it has been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants Unapplied reserve are transferred to the Capital Adjustment Account once they have been applied to fund capital expenditure. 



Leases 

The rentals payable/receivable are charged to the CIES on an accruals basis.



Value Added Tax (VAT) 

VAT payable is included as an expense only to the extent that it is not recoverable from Her Majesty’s Revenue and Customs by the Group. VAT receivable is excluded from income.
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