MINUTES OF A SPECIAL MEETING

OF THE DYFED POWYS POLICE AUTHORITY

held at Police Headquarters, Carmarthen

on Tuesday, 28th February 2006

PRESENT:


CEREDIGION COUNTY COUNCIL


Councillor T H Lewis






Councillor J D R Jones, MBE

CARMARTHENSHIRE COUNTY COUNCIL
Councillor W J W Evans

Councillor W G Hopkins

Councillor D A Tucker

PEMBROKESHIRE COUNTY COUNCIL

Councillor J T Davies

Councillor D M Evans


[Chairman]

Councillor A J Wilcox

POWYS COUNTY COUNCIL

Councillor S Davies

INDEPENDENT MEMBERS 


Mr P Gray


Mrs D A Humfryes



Mr A M S Kenwright



MAGISTRATE MEMBERS

Mr J K Howell J.P.

Mr E T Morgan J.P.

IN ATTENDANCE


Mr K B Reeves (Clerk)


Mrs J Wilding (Treasurer)


Mr A Bevan (Director of Finance and Resources)


Mr E Harries (Head of Financial Management)


Mr P Morris (Head of Corporate Services)


Mrs J Evans (Members’ Services Officer)

OBSERVERS


Mr J Griffin (UNISON)


DS Neil Thomas (Police Federation)


112. CHAIRMAN’S ANNOUNCEMENTS
· The Chairman expressed sympathy, on behalf of the Authority, to Mr J K Howell, J.P. on his recent bereavement.

· The Chairman outlined the reason for this special meeting and referred to recent correspondence he had received from the Minister for Finance, Local Government and Public Services in the Welsh Assembly Government, requesting the Authority to reconvene to reconsider the budget and set a precept below 5%.

113. APOLOGIES FOR ABSENCE
Apologies for absence were received from Mrs K E Bateman and Mr J A G Antoniazzi, Mr S Vipond J.P., Councillor R G Brown and the Chief Constable.

114. DECLARATIONS OF INTEREST
There were no declarations of interest.

In order to enable the Officers to ascertain whether the Welsh Assembly Government had agreed with the representations made by Officers and Members who had met with Assembly Officials on the 24th February 2006, Any Other Business was taken first to enable efforts to be made to contact Assembly Officials.

115. Police Federation Conference 2006
The Clerk informed Members that notification had been received that the Police Federation Conference would be held in Bournemouth from Tuesday, 16th May to Thursday, 18th May 2006 inclusive. The Home Secretary would address the Conference on Wednesday. In order that security passes could be obtained, delegates would need to submit photo ID this week.

Mr Gray stated that he had attended the Conference in the past and had found it very informative.

RESOLVED

That Mr P Gray and Councillor D A Tucker represent the Authority at the Conference and that they submit a report of the Conference to the Authority.

116. JOINT REPORT OF THE CHIEF CONSTABLE AND TREASURER – BUDGET AND PRECEPT 2006/07
The Treasurer and Director of Finance and Resources presented the following report to the Authority:

Purpose of the report

1. The purpose of this report is to provide Members with an update of issues affecting the setting of the budget for 2006/7 that have come to light since the meeting of the Police Authority of the 20th February 2006.
2. Notification has been received from the Welsh Assembly Minister of the Assembly’s intention to cap any Police Authority which approves a budget resulting in a Band D precept increase of over 5%. (Letter attached as Appendix A).

3. The Authority has approved a budget resulting in a Band D precept increase of 6.7% and this would be above the 5% threshold for capping.

4. The Assembly’s position on capping is particularly disappointing as the Force has worked hard to reduce its council tax level to 6.7% with 4.6% of this increase being attributable to pensions financing changes adjustment.

5. A meeting with Welsh Assembly officials on Friday, 24th February 2006 will be attended by the Chair of the Authority, Chair of Finance, Resources and Information Management Committee, Clerk, Treasurer and Director of Finance and Resources. These members and officers will report orally to the meeting on the 28th February 2006.

6. The Authority are invited to consider whether approving a budget at a level that could result in the Authority being capped is advisable. The options the Authority may wish to consider are:

· Either to confirm the precept set at the Police Authority on Monday, 20th February 2006

· Or to make a substitute calculation so that the increase in the Band D precept is under 5%.

7.  If the Authority is minded to make a substitute calculation the balance of this report includes the necessary determinations for setting an amended Band D precept increase level of under 5%.  

8. In order to arrive at this budget position the Authority will have to transfer a sum of £479,648 from its reserve position for the 2006-7 financial year and adjust this from the expenditure base for 2007-8. 

Summary

9. The budget requirement recommended is £79.893 million which results in a Band D precept increase of 4.97%. 

10. Changes in funding announced for 2006-07, make comparisons in terms of percentage increases in expenditure difficult. The table below restates the original budget for 2005-06 to take account of these changes. In total the Force is currently projecting an expenditure increase of 2.49% or £1.942 million excluding funding changes for Dedicated Security Posts and budget changes for police pensions.

	2005/06
	£'m

	Original Budget
	80.277

	Dedicated Security Grant
	-2.026

	 
	78.251

	Effect of Pension Changes
	-0.300

	Restated budget for comparison purposes
	77.951

	Final Budget 2006/07
	79.893

	% Budget increase
	2.49%


11. The Treasurer, Mrs Jean Wilding, has prepared a statement in compliance with Section 25 of the Local Government Act 2003 and this is included as Appendix B to this report. Members should have regard to this statement when setting its budget and council tax level proposals.

i. Council Tax Base for 2006/07 at Band D equivalent number of properties

	Unitary Authority Area
	Equivalent Number of Band D Properties

	Carmarthenshire
	64,755.82

	Ceredigion
	29,167.58

	Pembrokeshire
	49,848.22

	Powys
	55,022.58

	Total
	198,794.20


ii. Collection Fund Balances

The Police Authority will not share in annual surpluses and deficits on the Collection Fund.

iii. Budget Summary 2006/07

	
	£
	£

	Authority’s Gross Revenue Expenditure 
	92,397,835


	

	Add:

      Contribution to Balances

      
	218,148
	

	TOTAL GROSS EXPENDITURE


	
	92,615,983

	Income


	
	7,795,190

	NET EXPENDITURE
	
	84,820,793



	 Less:

  Contribution from Balances


	0
	

	Budget Requirement


	
	84,820,793

	Net Budget to be met from:
	
	

	Police Grant
	30,101,614
	

	Crime Fighting Fund
	2,290,000
	

	Rural Initiative Grant
	2,638,000
	

	Floor Grant
	2,588,267
	

	Revenue Support Grant
	4,743,281
	

	National Non-Domestic Rates
	12,598,754
	

	BALANCE TO BE MET FROM COUNCIL TAX
	
	29,860,877


	Note
	£

	Notional Council Tax requirement 
	15,615,082



	Revenue balances will reduce to:
	2,119,000




iv. Calculation Of Council Tax

(a) Basic Amount of Tax for Authority’s Area

Calculation Formula  = A – (B1+B2+B3+B4+B5+B6)









C




Key to above:




A   = Budget Requirement




B1 = Revenue Support Grant




B2 = National Non-Domestic Rates




B3 = Police Grant 




B4 = Crime Fighting Fund




B5 = Rural Initiative Grant




B6 = Floor Grant

C   = Total Council Tax Base

£

84,820,793 – (4,743,281 + 12,598,754 + 30,101,614 + 2,290,000 + 2,638,000 + 2,588,267)

198,794.20

=  £ 150.21

	THEREFORE, the Basic Amount of Tax for the Authority’s area amounts to £150.21 (rounded to nearest penny and divisible by nine)




v. Council Tax Per Property Band

	Property Band
	Weighting
	Council tax

	
	
	£

	A
	6/9ths
	100.14

	B
	7/9ths
	116.83

	C
	8/9ths
	133.52

	D
	9/9ths
	150.21

	E
	11/9ths
	183.59

	F
	13/9ths
	216.97

	G
	15/9ths
	250.35

	H
	18/9ths
	300.42

	I
	21/9ths
	350.49


N.B.  Tax Calculation = Weighting x Band D Value

i.e.     Band D = £150.21

vi. Dyfed-Powys Police Authority Precept 2006/07

	Unitary Authority
	Tax Base
	Tax per Band D Property
	Precept due

	
	
	£
	£

	Carmarthenshire
	64,755.82
	150.21
	9,726,972

	Ceredigion
	29,167.58
	150.21
	4,381,262

	Pembrokeshire
	49,848.22
	150.21
	7,487,701

	Powys
	55,022.58
	150.21
	8,264,942

	Total
	198,794.20
	
	29,860,877


The Treasurer updated the Authority on the meeting with Welsh Assembly officials on Friday, 24th February. At the meeting it was pointed out that although the Precept was based on a 6.67% Band D increase, the actual increase in the Budget requirement was 3.11%, which would not have been affected by the principles of capping that had been issued last year. This did not appear to have been taken into consideration.

Officers of the Welsh Assembly Government, were awaiting official notification from the Home Office in respect of pensions adjustments and had been informed that a letter was on its way from the Minister for Policing to the Welsh Assembly Government with a pledge to continue discussions with Dyfed Powys officers about this issue. There was some confusion about a £1 million specific grant being made available for pensions adjustments. 

The Director stated that the Welsh Assembly Government had been very supportive in this whole process as they had experienced similar frustrations in getting answers from the Home Office on crucial questions relating to funding.

The Treasurer referred to her Section 25 Statement in respect of the Local Government Act 2003 and the deadlines for setting a precept in order that County Councils could set their Council Tax. She expressed disappointment at the lack of response from the Home Office and asked Members to consider their position in relation to any action they would wish to take in respect of the pensions adjustment, once they had reviewed the Authority’s position in respect of the budget for 2006/07. She stated that two other Authorities, namely Lincolnshire and Durham had also been severely penalised by the pensions adjustments.

The Treasurer outlined the rules for capping and the rights of the Authority and Minister.

In relation to the future funding for Dedicated Security Posts, the Director stated that this matter had been brought to the attention of the Secretary of State for Wales who was making further enquiries in respect of Dyfed Powys and North Wales.

In consideration of the two options available to the Authority in respect of the Budget and Precept for 2006/07, Members expressed severe disappointment with the position adopted by the Minister, particularly in light of the fact that the Authority’s proposed budget increase of 3.11% was amongst the lowest in England and Wales. Furthermore, the extent to which the Council Tax increase exceeded the 5% guideline equated to a Council Tax increase of just under five pence per week for a Band D taxpayer.

Members expressed concern at the substantial cost of re-billing of Council Tax, should a capping situation develop. However, some Members felt that as a point of principle, the Minister’s request to submit to the 5% limit on Council Tax should not be acceded to because of the ineptitude of the Home Office in not doing their sums properly in the first place, thus placing the Authority in such a difficult financial position and shifting an increased burden for funding police services onto the Council Tax; the decision to impose an arbitrary blanket cap which displayed flawed logic and questioned the integrity of the policy; the support from the Authority’s public consultation meetings that the proposed Budget was acceptable and the advice of HMIC and the Audit Commission to maintain a prudent level of reserves. Mr Gray suggested that the Welsh Assembly Government should be invited to examine the actions of this Authority which would expose the inappropriate nature of the Welsh Assembly Government’s capping policy and that the Minister should be asked whether she was aware of the consequences of the pensions shortfall when she supported the 5% cap.

It was agreed that the vote should be recorded. It was then proposed by Councillor J D R Jones, seconded by Councillor G W Hopkins and 


RESOLVED

That in order to avoid substantial cost of re-billing of Council Tax, the necessary adjustments be made to the Budget to reduce the Council Tax Precept below 5%. 


For






Abstentions

Cllr D M Evans




Mr P J Grey


Mr A M S Kenwright



Cllr T H Lewis


Cllr A W Wilcox


Cllr S Davies


Councillor E T Morgan J.P.


Cllr D A Tucker


Mr J K Howell J.P.


Cllr J D R Jones


Cllr D G Hopkins


Cllr W J W Evans


Cllr J T Davies


Mrs D A Humfryes
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The Treasurer indicated that she considered the use of reserves to be inappropriate because the pensions adjustment affected the base budget and therefore would have an ongoing effect on future budgets. In these circumstances, therefore, the Authority then considered the options presented to them by the Director of Finance and Resources on behalf of the Chief Constable, to achieve a reduction of expenditure of £479,648. These options were :

1. Delaying the recruitment of Police Officers. This option would necessitate up to 50 fewer officers being recruited in 2006/07.

2. A freeze in the recruitment of police support staff. This would mean that administrative tasks would have to be carried out by police officers, which in turn would lead to less police officers on the street.

3. The delay or cancellation of a number of building projects – including the replacement of new police stations at Llwynhendy and Cardigan, which were scheduled for construction over the next few years. In the case of Llwynhendy, officers would have to be based at Felinfoel if the new station did not go ahead.

The Director explained the use of revenue contributions to the capital programme each year.

Councillor J T Davies felt that it was important to consider the three options presented by the Chief Constable in the context of the Gershon Review.

Although concern was expressed by Members regarding the delay in essential building projects, it was agreed that any loss from the budget should avoid, if possible, a reduction in front line policing. 


RESOLVED

[12 Members voting in favour, with Councillor T H Lewis and Mr P J Gray abstaining]

That the Chief Constable bring a report to a future meeting setting out his proposals for dealing with the reduction in the 2006/07 budget of £479,648.

Members were mindful of the way in which this change to the Council Tax would be interpreted by the public and stressed the need for an urgent press statement from the Authority following the meeting.

In view of the above, the revised calculations were tabled with savings being made in the Budget, rather than being taken from reserves.

Having taken the decisions above, the substitute calculations were made and approved as follows:

[12 Members voting for, with Councillor T H Lewis and Mr P J Gray abstaining] 


RESOLVED

1. That the Authority approves a revised substitute Net Revenue Budget of £79,893 million.

2. That the Council Tax Base, totalling £198,794.20 at Band D be re-confirmed (as approved in the meeting of the 20th February 2006).

3. That the substitute Council Tax per property, as set out in the report, be approved, it being £150.21 at Band D.

4. That the position in relation to the Collection Fund Balances be noted.

5. That the revised Budget Summary for 2006/07 as set out in the report, be approved.

6. That the substitute calculation of Council Tax, as set out in the report, be approved.

7. That the substitute Precept be approved as set out in the report.

8. That a press statement regarding the adjustments in the 2006/07 Budget and Precept be issued following the meeting.

The Treasurer then asked Members to return to the issue of pensions adjustments as mentioned in her Section 25 Statement and made reference to extracts from the report of the Working Group on Police Pensions Finance Reform as follows:

NOTES ON PENSION ADJUSTMENT

1. Extracts from the Police Authority Treasurers (PATs) / APA Response to the Report of the Working Group on a New System for Police Pensions Financing

Chapter 8 - How to move to the new system

Para 8.7 “…The Working Group recommends that GAD should carry out the task of isolating the amount needed for central grant by applying the method set out above to their latest best estimates for pensions expenditure and pensionable pay in 2006/07. (Issue 7)

A
2. Extracts from the Police Authority Treasurers (PATs) / APA Response to the Report of the Working Group on a New System for Police Pensions Financing
Question 6

The working group recommends a method for financing the added costs which central agencies will incur in switching to a system of based on paying pensions contributions into a new pensions account.  Are you content with the way it is proposed to enable the central agencies to meet their new costs?  

B
It is important that any changes do not have an adverse impact on the operational budgets of Forces, nor on the local council taxpayers.  

The approach as set out appears logical, but the exemplifications provided use data from 2003/04.  Without being able to see exemplifications for 2006/07 using the new FSS formula, which has of course yet to be finalised, it is not possible to assess whether these changes will have an adverse effect on Police Service. 

Furthermore, with Police Authorities producing Medium Term Financial Plans (MTFPs) it should therefore be possible to collect estimates from authorities and produce further exemplifications covering at least the three-year settlement period and possibly beyond. 

Question 7

The working group recommends a method for identifying the amount of resources needed for the central Government top-up grant.  Do you think that this is a fair way of ensuring that a fair share of resources for the cost of pensions in payment between central government on the one hand and police authorities on the other?  If not, what alternative would you suggest?

We cautiously accept the working groups recommended method of identifying the resources needed for the central government top-up. However, we have concerns over the reliance place upon GAD to get their estimate accurate. It is not clear what happens if there is a material difference between GAD’s estimate and the aggregate of estimates provided by the Police Authorities themselves. 

C
We also would wish the GAD report to be made available for all Authorities to agree. 

Although the recommended method appears to be fair and transparent, the level of top-up must not be looked at in isolation. It must also be considered along with sustaining and increasing the level of operational expenditure. 

The system adopted should not be administratively burdensome, and Authorities should not be disadvantaged in cash-flow terms.  

Question 8

The working group recommends that the outcome of the modelling exercise based on 2003/04 figures shows that the degree to which authorities may be winners or losers is manageable, given the long term benefits of moving to the new system.  Do you:

· Agree with this unreservedly? Or

· Agree because you expect the general damping mechanisms likely to be in place for 2006/07, coupled with use of your reserves, should be enough to smooth out winners and losers? Or

· Want additional damping mechanisms in place and, if so, what mechanisms? 

The exemplifications provided use data from 2003/04.  Without being able to see exemplifications for 2006/07 using the new FSS formula, which has of course yet to be finalised, it is not possible to assess whether these changes will have an adverse effect on Police Service. 

We do not feel that we are able to agree unreservedly, purely because some authorities will be harder hit than others. However, overall we believe that this level of top-up is manageable and, with the view that the service will gain in the long term, are acceptable. 

Although the government should not place any reliance of the availability of reserves, the methodology of damping currently in place will ensure that no authority is adversely affected.  We do not believe that additional damping mechanisms will add further protection they will simply increase complexity. 

D
Further to our answer in Question 6, unless the government ensure that the transitional costs are neutral to Authorities, either the Council Taxpayer will be hit for the shortfall (probably increasing charges above the government perceived acceptable levels) or the operation budgets will need to be cut back. 

Question 10 (Issue10)

The working group recommends a timetable for bidding for and receiving top up grant.  Are you content with what is proposed? 

E
Overall, the timetable appears to be acceptable. We would, however, recommend that the Working Group be reconvened in the autumn to quality assure the data collection exercise in November 2005, and to verify that the top-slice from police grant has been calculated accurately and fairly.

The payment/recovery process is unnecessarily complicated and bureaucratic and will mean that the costs will not be neutral. 

The payment/recovery processes should be integrated with the payments of the main police grant with only a single adjustment when the audited figures are available.  Because police pensions are paid in advance, the unaudited year-end figures could available by 30 April and the adjustment for this made in June.

The audit arrangements should comply with the specific grant thresholds recently introduced by the Audit Commission.   

3. Extracts from the Home Office Summary of Responses to the Consultation Document

Issue 7

“The feedback received suggested general acceptance that the approach proposed is fair and transparent.

F
However concern was raised regarding the reliance on Government Actuary’s Department (GAD) estimate and possible differences with police authority estimates and whether these estimates would be available for viewing. The position of the Home Office on this issue is that these estimates and exemplifications will be reviewed critically by the Finance Reform Working Group. It is expected that the paper showing the GAD estimates compared with the forces’ own estimates will be made available after consideration by the Working Group…”

Issue 10

G
“..There was a suggestion that there is a need to reconvene the Working Group in the autumn to quality assure the data collection exercise and verify that the top-slice from police grant has been calculated accurately and fairly. This has been done.  …”

Part IV – Conclusion (Home Office)

H
“…The method of identifying the amount of resources needed for the central top-up grant will be that which was recommended by the Working Group, however a paper showing the GAD estimates and Police Authority figures used in this method will be made available to Police Authorities.

I
It is confirmed that the new arrangements will not affect operational funding.  …”

4. Extract from the written Ministerial Statement by Hazel Blears on 29/11/05

J
“…To facilitate a smooth transition adjustments will be made in the level of Government funding through the police grant to ensure that there is no disadvantage to either the local or national taxpayer as a result of the change in the financing system…”

The Treasurer asked Members what further action they would wish officers to take to resolve the issue of pensions adjustment. She reminded the Authority of the support of the Welsh Assembly Government and the continued lack of information or dialogue from the Home Office. Contact would be made with Lincolnshire and Durham who had also been severely penalised by the pensions adjustments.

The Clerk outlined the legal position should the Authority be mindful to take legal action against the Home Office.


RESOLVED

1. That officers continue to press for dialogue with the Home Office and that a further report be made to the Finance Resources and Information Management Committee following enquiries with Lincolnshire and Durham Police Authorities.

2. That delegated authority be granted to the Finance Resources and Information Management Committee to take whatever action is deemed appropriate in relation to the pensions adjustments.

The Treasurer reminded Members that at their meeting on 20th February 2006, the Authority approved the taking up of the allocation of 157 Police Community Support Officers. In light of the likelihood of a maximum 5% on Council Tax in future years, the Authority needed to review this decision.


RESOLVED

1. That as a consequence of a reduced Council Tax Precept and the likelihood of a 5% maximum on Council Tax in future years, the decision to appoint additional PCSOs be suspended, pending a further report from the Treasurer and Chief Constable.

2. That the Finance Resources and Information Management Committee be granted delegated authority to confirm or amend the resolution to appoint additional PCSOs.

 On behalf of the Authority, the Chairman thanked officers in the Force and Authority for undertaking the additional work resulting from the request by the Minister to revisit the 2006/07 Budget and also thanked Members for their support in attending today’s meeting.

The meeting ended at 12.20 p.m.
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