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�

�

Key Figures 

2012/13 2013/14 2014/15
£154.30 Council tax for police purposes (at band D) £157.38 £160.51

880,806 Council tax base (band D equivalent properties) 810,556 826,587

4,202 
2,745 

507 
7,454

Planned year-end staffing establishments 
   Police officers 
   Police staff 

 Police community support officers (PCSOs) 
   Total 

4,212 
2,712 

507 
7,431

4,200
2,697

490
7,387

2,277,436 Population estimate as at June 2,321,453 2,344,907

572,680 Area - Hectares 572,680 572,680

1 April 2012 1 April 2013 1 April 2014
3,699 Number of police pensioners 3,812 3,906

£35.310m External debt £31.527m £31.527m

Financial Summary 

2012/13

Estimate

2013/14

Estimate

2014/15

Estimate
£m £m £m

1.818 PCC controlled expenditure 1.664 1.419
0 PCC commissioning budget 3.483 4.490

397.872 TVP operational budget 386.301 383.384
3.376 Net capital financing costs 2.921 2.944

- 4.107 Transfer to /from (-) reserves - 0.388 - 2.753
398.959 Cost of services 393.981 389.483

Financed by 
146.980  Police grant 155.869 151.291
87.352  Formula grant 80.450 76.705
27.797  Specific grants 28.797 26.767

135.908  Council tax 127.565 132.675
0.921  Surplus on collection funds 1.300 2.045

398.959 393.981 389.483

�
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PREPARATION OF THE REVENUE BUDGET  
�

This report provides information on the Police and Crime Commissioner’s (PCC) revenue 
budget for 2014/15. 
�

Police Finance Settlement

The provisional police finance settlement for 2014/15 was announced on 18
th
 December 

2013 and confirmed, without change, on 5
th
 February.  The key issues from the Settlement 

are set out below. 

Police funding allocations in 2014/15 have been protected from the further public spending 
reductions announced by the Chancellor in the Autumn Statement on 5

th
 December 2013. 

The additional reduction on total Home Office budgets is 1.1%, and this cut in national 
budgets will apply also in 2015/16. Home Office is reviewing its budgets for 2015/16, and will 
announce indicative allocations in the New Year after careful consideration of all Home Office 
budgets.  

Total central Government funding for the Police in 2014/15 will be £8,479m, representing a 
3.3% cash reduction on 2013/14. 

Current damping arrangements will continue in 2014/15. The reduction in core Government 
funding for Policing (i.e. the amount subject to damping) will be 4.8%  

In comparison to 2013/14 an additional £82.7m has been top-sliced from police budgets in 
2014/15 to fund Home Office initiatives: 

• £50m for the 2014/15 Police Innovation Fund, which will be allocated to PCCs 
following a competitive bidding process 

• £18m to build up the resource and capability of the IPCC  
• £9.4m for the HMIC to fund a new annual programme of force inspections to assess 

performance on cutting crime and providing value for money 
• £2.8m for the College of Policing to commence direct entry schemes at Inspector and 

Superintendent level 
• Around £2.5m to fund a capital city grant for the City of London. This funding for the 

City has previously come from Counter Terrorism budgets 

There has been a further rationalisation of central Government grant streams. Money to 
cover 2011/12 and 2013/14 Council Tax Freeze grants and local Council Tax Support funding 
will in future come from Home Office rather than CLG. There is no change in the total sums. 

As announced previously the Community Safety Fund has been rolled into the main Police 
Grant pool. 

The Home Secretary created a Police Precursor Innovation Fund in 2013/14 for forces to bid 
against and has allocated up to £20m to projects commencing in 2013/14. The PCC 
submitted 9 separate bids for capital and revenue funding, 5 of which have been successful 
providing an additional £1.3 of capital funding and £0.2m of revenue support in 2013/14.  The 
timing of the bidding process for 2014/15 bids has yet to be announced.  

The Government did not announce its council tax referendum principles until 5
th
 February 

2014. Any increase in council tax of 2% of more in 2014/15 would be subject to a binding 
referendum of the local electorate. 
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THAMES VALLEY’S ALLOCATION

The PCC for Thames Valley will receive the following grants in 2014/15.  

Table 1 2013/14

£m

2014/15

£m

Variation

£m

Variation

%

Home Office Police Grant 155.869 151.291
Community Safety Grant

1
 3.083 0.000

Ex DCLG Formula Funding  80.450 76.705
Legacy council tax grants 

- Council tax support funding 11.869 11.906

- 2011/12 council tax freeze grant 3.372 3.372

Total General Grants 254.643 243.274 - 11.369 - 4.46
1

Rolled into Police Grant in 2014/15 

In addition to these general grants the PCC will also receive £0.74m from the Ministry of 
Justice to fund victim and witness services in 2014/15. The provisional grant allocation in 
2015/16 is £2.467m. 

OVERVIEW OF THE MEDIUM TERM FINANCIAL PLAN (MTFP) 

The review and development of the revenue budget is an annual exercise with each year’s 
budget and associated council tax precept considered and approved in isolation.  However, 
decisions taken in the course of approving the revenue budget will often have longer term 
consequences, as will those in approving the capital programme. The three year MTFP 
brings together these medium term consequences and allows a more comprehensive view to 
be taken of the PCC’s overall financial position.  It is imperative that the PCC knows the full 
extent of the financial consequences he will be committing to in future years when he 
considers and determines the annual budget. 

As explained later in this report the revenue budget is balanced for 2014/15 and 2015/16 but 
there is an identified, minimum shortfall of £3.7m in 2016/17. Unfortunately the exact amount 
of the shortfall cannot be quantified until the Home Office provides indicative information in 
respect of future year grants and we receive confirmation from Government on the treatment 
of the change in National Insurance contributions in April 2016 

There is also the potential for a significant increase in demand on our service over the next 
three years, for example: from the forecast population increase, the impact of the economic 
climate, the expectations of our communities, emerging criminal activities and also legislative 
changes.  The impact of this potential additional spending growth has not been factored into 
the MTFP as its speculative inclusion at this time would only require further cuts to be made 
to budgets elsewhere in the service.  Rather than include additional growth items, the 
assumption has been made that changes in the demand for our service will be met from 
increasing the efficiency of existing resources. 

Although significant risks and uncertainties remain, the PCC is in a relatively healthy financial 
position with a robust Force Productivity Strategy designed to reduce the overall cost of the 
organisation whilst minimising the impact on service delivery.  In addition, the level of our 
general reserves provides the opportunity of a short term answer to bridging any funding gap, 
whilst we adapt our longer term saving plans to achieve the additional cuts.    

Budget preparation 

Work on preparing the draft budget began shortly after the 2013/14 revenue budget was 
approved by the PCC in January 2013. This early start was necessary in order to identify 
issues and funding shortfalls in time to develop and enhance the productivity strategy to meet 
the challenges ahead. 

Throughout the budget preparation process the following key principles have been adopted: 
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• To protect frontline services; 
• To protect our ability to manage risk; 
• To maintain our capability in protective services and back office functions through 

collaboration; 
• To maintain and improve performance in key areas, including the strategic policing 

requirement; 
• To reduce “discretionary spending”; 
• To streamline business processes and to eliminate unnecessary bureaucracy and 

waste through increased use of technology; 
• To invest in areas where future savings can be attained from that early investment; 
• All change to be risk assessed. 

There is a close relationship between preparation of the annual budget, medium term 
financial plan and the annual service objective setting process. All three support and 
complement the Police and Crime Plan. 

The proposals developed for the draft budget ensure that resources are targeted towards 
priority business areas. There will be no reduction in local visible policing, whilst those areas 
that support the delivery of key strategic objectives, or are necessary for the effective 
management of policing risk, receive the greatest protection.  

Planning assumptions 

In developing and refining the budget and the MTFP the following underlying assumptions 
have been made: 

• General inflation will remain at 2.1% for 2014/15 and 2.0% thereafter; 
• Specific inflation rates are based on sector led rates, e.g. Fuel at 7%, Premises at 

1.6% and Utilities at 5%; 
• Pay inflation has been capped by Government at 1% for a further year, which now 

includes the September 2015 annual award.  Thereafter, awards have been aligned to 
inflation at 2.0%; 

• Council tax precept to increase by 2.0% per annum in each of the next three years; 
• Council tax billing base to increase by 1.90% in 2014/15, and 0.8% per annum 

thereafter; 
• General police grants are forecast to reduce, in cash terms, by 3.6% in 2015/16 and 

3.5% in 2016/17, based on the June 2013 spending review announcements. 
• The use of reserves to support specific revenue funded projects will continue 

throughout the three year planning period.  

Base Budget 

The starting point for the preparation of the 2014/15 estimates is the 2013/14 budget 
approved by the PCC in January 2013. 

Inflation 

This additional cost does not relate to any increase in service but is required just to maintain 
the existing base level of service.   

The major changes to inflation are in relation to the Government’s extension of the average 
1% cap on the annual cost of living pay awards in the Public Sector.  This has now been 
extended to the September 2015 award. 

Inflation for 2014/15 adds £4.67m (average rate of 1.18%) to the annual budget, a further 
£4.68m in 2015/16 (average rate of 1.20%) and £6.48m in 2016/17 (average rate of 1.68%). 
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These increases are based on a realistic assessment of the impact of inflationary pressures 
over the next three years. 

Committed Growth 

This section deals with those items within the budget which the PCC is committed to by 
means of previous decisions taken, national agreements or statutory payments.   

The main significant changes that have occurred in this section for 2014/15 include: 

• A reduction in loss of grant for the Regional Asset Recovery Team (RART). Due to 
the reorganisation of the South East Regional Organised Crime Unit (SEROCU) it is 
now expected that this grant will continue into the next spending review. 

• The inclusion of an additional £0.23m for the change in the Local Government 
Pension Scheme, whereby police staff overtime payments become pensionable 
payments from the 1st April 2014. 

• The inclusion of an additional £0.5m for police staff pay, to allow for reinstatement of 
performance pay awards, to coincide with reintroducing increment payments for police 
officers with effect from 1st April 2014 (i.e. post the Winsor review freeze). 

• Due to a further reduction in the DSP Grant (shown under Funding), an equivalent 
reduction in staffing and expenditure has also been included at £0.3m. 

• Change to Officer and Staff allowances, based on estimates of demand and 
establishment have been included which reduce the budget by £0.27m. 

Further details are provided on pagers 28 to 29. 

Current Service 

This element of the budget contains growth for those items which are deemed to be 
necessary to maintain the current levels of service within Thames Valley.  The main 
significant changes that have occurred in this section for 2014/15 include:  

• Debt charges and financing repayments 
• Revenue consequences of capital expenditure, e.g. ICT Maintenance 
• Firearms licensing income increasing due to a potential  increase in the fees 

chargeable 
• A reduction in community safety funding to offset Home Office grant reductions 
• The introduction of the Ministry of Justice (MoJ) grant funded expenditure for 

commissioning victims and witnesses services 

Further details are provided on page 29. 

Improved Service 

These items of growth are seen to be required in order to improve performance and meet the 
growing demands on the service by means of legislative changes and adherence to codes of 
practice or to comply with regulations.   

This section includes growth for the introduction of Multi Agency Service Hubs (MASH) within 
Thames Valley, and additional resources within the Protecting Vulnerable People units. 

The inclusion of revenue funding for the annual payment of a new Microsoft Enterprise 
licence agreement, which had previously been funded through capital as a one off purchase. 

The remainder of growth within this section is made up of specific initiatives which are short 
term one-off initiatives affecting, in the main, property maintenance and enhancements. 
These initiatives are set out individually in more detail on pages 29 to 30. 
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Appropriation from Reserves 

The financial strategy includes the utilisation of general reserves and/or the Improvement and 
Performance Reserve to fund one-off expenditure items to improve performance or achieve 
future efficiency savings, or to address timing issues where expenditure falls in a different 
year to the budget provision. Table 2 shows how reserves are being applied in the revenue 
budget in 2014/15 and the change to those applied in 2013/14.   

Table 2 2013/14
£m

2014/15
£m

Change
£m

Appropriations from general balances 
  - Property fees 0.149 0.139 -0.010
  - Offset under recovery in interest receipts budget 0.000 0.400 0.400
  - Smooth reduction in CSF grant allocations 0.000 0.228 0.228
  - One-off contribution to balances 0.000 - 0.422 - 0.422

0.149 0.345 0.196
Appropriations from the Improvement & Performance Reserve 
  - MK temporary custody 0.331 0.000 - 0.331
  - MK ventilation plant work 0.400 0.250 - 0.150
  - Fire safety works 0.165 0.000 - 0.165
  - Data centre resilience 0.000 0.250 0.250
  - MK electrical distribution 0.025 0.425 0.400
  - Data centre air conditioning 0.000 0.100 0.100
  - Maidenhead PS heating 0.000 0.300 0.300
  - Newbury rewire 0.200 0.000 - 0.200
  - Ascot station 0.284 0.000 - 0.284
  - Specific feasibility studies 0.250 0.000 - 0.250
  - Lodden Valley rationalisation 0.000 0.375 0.375
  - Maidenhead basic refurbishment 0.000 0.160 0.160
  - Henley station 0.235 0.000 - 0.235
  - Child exploitation teams 0.300 0.000 - 0.300
  - Optima - help staff return to work 0.100 0.100 0.000
  - Burglary team extension 0.250 0.370 0.120
  - In year revenue appropriation to reserve - 2.379 0.000 2.379
   0.161    2.330    2.169

PFI Unitary charge - from capital adjustment account 0.078 0.078 0.000

Total 0.388 2.753 2.365

Productivity Strategy Savings 

The PCC and Force have a long history of delivering productivity savings and using these to 
balance annual budgets or reinvesting them in frontline policing; a strategy that has been 
widely scrutinised and praised by HMIC during various inspections and reports.  In the three 
years since 2011/12 £46m of cash savings have already been delivered which, with the £12m 
identified for 2014/15, will bring the total of cash savings over the current CSR period to 
£58m. 

The overall productivity strategy has been reviewed against the requirements of the MTFP 
and the strategy has been updated with new and changed initiatives to try and identify the 
maximum amount of cash savings in the next two to three years to help balance the budget. 

The savings relating to the first year of the productivity strategy (i.e. 2014/15) are all related 
to specific initiatives that have been scrutinised by the Force to ensure that the risks of 
implementation are acceptable and appropriate equality impact assessments are being 
completed prior to implementation. These savings should all be attained subject to the 
current demands and profile of policing. 

Savings linked to the later years of the strategy are also linked to specific initiatives, however 
a number of these still require further scoping work and assessment of the impacts and risks, 
which will be carried out over the next financial year.  The direction of this work will be partly 
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determined by any further information that may become available in relation to potential cuts 
and funding levels in years two and three of the current MTFP. 

A copy of the full Productivity Strategy is provided on pages 38 to 40. 

2014/15 Budget Summary 

Table 3 provides a summary of the 2014/15 revenue budget.  Further information is provided 
in Appendix 2 which shows a high level split of the overall budget between those elements 
that the PCC is directly responsible for and those under the direction and control of the Chief 
Constable to manage and operate. All government funding, including all special grants, are 
shown as external funding, illustrating the full cost and funding of the TVP PCC and Chief 
Constable.   

A table showing the impact on police officer and staff numbers is shown on page 25. 

Table 3 - Revenue estimates for 2014/15  
£m

Base budget 2013/14 393.981
In-year virements 0.817
Adjusted base budget 394.798
Inflation 4.667
Committed expenditure 2.819
Current service  0.446
Improved service 1.270
Productivity Strategy savings - 12.151
Appropriation from reserves - 2.365
Revenue budget 2014/15 389.483

In addition to the above budget requirement, TVP will be hosting the South East Regional 
Organised Crime Unit (SEROCU) with effect from 1

st
 April 2014. This will be funded by 

specific grant and contributions from the partner forces.  The total budget for the unit is 
expected to be circa £11.5m which will be managed by TVP.  TVP currently contribute 
approximately £2.6m, from the above revenue budgets, to regional SOCUs which will transfer 
into the new unit.  The hosting of the unit will also mean an additional 53 officers and 53 staff 
transferring to TVP as part of the unit and the direct employment of a further 17 officer and 
16 staff. 

LOCAL GOVERNMENT ACT 2003

Robustness of estimates and adequacy of reserves 

The Local Government Act 2003 places a duty on the Chief Finance Officer (CFO) to make a 
report to the PCC on the robustness of the estimates and the adequacy of the reserves. 

Reserves and Balances

�

The PCC’s current policy is to maintain general revenue balances, required as a working 
balance for ongoing operational cash-flow purposes and to act as a general financial 
contingency to meet the cost of any ad-hoc, unforeseen events or emergencies, at close to 
3% of the annual net revenue budget, with an absolute minimum level of 2.5%. The current 
and forecast level of general revenue balances is set out below.  
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£m
% of 2014/15

Net Budget
Balance as at 31 March 2013 15.339 3.94%

Planning and asset management fees  - 0.149
Fund capital programme rather than borrowing - 0.210
Forecast revenue underspend 2013/14 0.634

Forecast balance as at 31 March 2014 15.614 4.01%

Planning and asset management fees  - 0.139
Fund capital programme rather than borrowing - 2.110
Offset estimated under-recovery of interest receipts - 0.400
Smooth reduction in CSF grant allocations  - 0.228
One-off contribution to reserves 0.421

Forecast balance as at 31 March 2015 13.158 3.38%

Planning and asset management fees - 0.116
Offset estimated under-recovery of interest receipts - 0.450
Smooth reduction in CSF grant allocations  - 0.091

Forecast balance as at 31 March 2016 12.501 3.21%

Planning and asset management fees - 0.091

Forecast balance as at 31 March 2017 12.410 3.19%

The current forecast level of general balances at 31 March 2014 is £15.614m, which equates 
to 4.01% of the net revenue budget in 2014/15. However, after funding a number of one-off 
budget initiatives over the next three years the estimated level of general balances at 31

st

March 2017 falls to £12.410m, which equates to 3.19% of the draft net revenue budget in 
2014/15. This is very close to the guideline level of 3%. 

Overall this represents an adequate level of reserves over the three year planning period to 
provide sufficient financial contingency cover whilst the Force continues to implement the 
significant level of service changes and associated budget cuts required to balance the 
budget over the next 3-4 years.  It must be borne in mind that the successful implementation 
and delivery of these service and budget plans may, in turn, be affected by external decisions 
and events outside of our direct control that could impact on our local planned savings and/or 
spending commitments, e.g. level of future grant allocations and/or referendum limits for 
council tax increases. 

The predicted year-end position for each earmarked revenue reserve is shown below.  
�

Reserve 

 Balance 

as at  

1.4.13  

£m 

Forecast 

Balance 

31.3.14  

£m 

Forecast 

Balance 

31.3.15  

£m 

Forecast 

Balance 

31.3.16  

£m 

Forecast 

Balance 

31.3.17  

£m 
Risk management reserve  1.000 0.515 0.250 0.000 0.000 
Transport reserve  0.127 0.127 0.127 0.127 0.127
Improvement & Performance   21.924 21.154 18.824 17.064 9.579 
Merge TSU bases  0.150 0.000 0.000 0.000 0.000 
Insurance fund  1.541 1.541 1.541 1.541 1.541 
Sub-total  24.742 23.337 20.742 18.732 11.247 
Conditional funding reserve  5.760 5.260 4.760 4.260 3.760 

Total earmarked reserves  30.502 28.597 25.502 22.992 15.007 
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Reliability / accuracy of budget estimates 

The estimates have been put together by qualified finance staff in the Force’s Finance 
Department and reviewed by qualified staff within the Office of the PCC. 

Scrutiny 

The draft budget proposals were presented to and scrutinised by the PCC and Deputy PCC 
at the Level 1 public meeting on 6

th
 November. The Police and Crime Panel has established 

a ‘Budget Task and Finish Group’ to review the draft budget proposals. This Group met to 
consider the draft budget proposals on 8

th
 November.  

On 31
st
 January 2014 the Police and Crime Panel approved the PCC’s proposed council tax 

precept increase of 2% or the Government’s referendum limit, whichever is the lower.  

Achievability and risks 

The budget risk and sensitivity analysis for 2014/15 is provided on page 24.  This analysis 
has followed the Force Risk Assessment Model.  The first main column explains the risk to 
the PCC’s budget.  The level of risk is then assessed in terms of both likelihood and impact 
(each factor scored out of 5, with 1 being low likelihood / impact) on the PCC’s budget.  The 
final column provides a sensitivity analysis, where appropriate. 

These identified risks are mitigated, to a certain extent, because the PCC:  

• maintains an appropriate level of reserves and balances; 
• takes a prudent approach to achievability of income and the recovery of debts due, 

making appropriate provisions for bad debts; and 
• will proactively manage and monitor all aspects of budget performance during the 

year. 

Accordingly, the assessment of budget risks on page 24 takes into account the mitigating 
factors identified above. 

Risks to the medium term financial plan (2015/16 to 2016/17) are also shown on page 24. 

The main risk to the MTFP is that the PCC has to fund the increase in employers National 
Insurance contributions with effect from April 2016. This is currently estimated to cost around 
£5m. It is understood that at national level it is being treated as a change in taxation which 
means that the government does not have to fund it under the New Burden’s initiative.  

The Government has yet to publish national spending totals for the police for 2016/17 which 
means that we are budgeting for these years without any informed knowledge as to what our 
Government grant allocations might be.  

The PCC’s cash flow requirements are forecast and monitored on a regular basis to ensure 
stable and predictable treasury management, avoiding unexpected financing requirements. 

The PCC needs to be satisfied that the revenue commitments in future years are affordable, 
sustainable and deliverable.  Furthermore, the PCC has a responsibility to local people to 
ensure that the approved budget and detailed spending plans will deliver the aims, priorities 
and performance targets as set out in his Police and Crime Plan 2012-2017. 

The risk inherent in the timely delivery of large capital schemes within budget is considered 
relatively low. The Force uses recognised project management techniques (PRINCE 2) 
including programme and project boards to manage all major schemes. In addition, the 
Corporate Development Unit ensures the co-ordination of all major projects as part of the 
Force Change programme and reports progress to the Chief Constable’s Directions Group.  
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All capital schemes are managed by: 
• rigorous monitoring of projects.  
• close liaison with project partners 
• closely monitoring staff vacancies and using contractors where appropriate.  

Council Tax Capping 

The Localism Act 2011 abolished the capping regime in England.  However, Schedule 5 of 
the Act made provision for council tax referendums to be held if an authority increases its 
council tax by an amount exceeding principles determined by the Secretary of State [for CLG] 
and agreed by the House of Commons.  

The Government finally announced the referendum principles for 2014/15 on 5
th
 February 

2014. Any increase in council tax of 2% or more in 2014/15 would be subject to a binding 
referendum of the local electorate. 

Prudential Code for Capital Finance 

The Prudential Code for Capital Finance has introduced a rigorous system of prudential 
indicators which explicitly require regard to longer-term affordability, prudence, value for 
money, stewardship, service objectives and practicality of investment decisions. This is 
backed up by a specific requirement to monitor performance against forward-looking 
indicators and report and act on significant deviations. 

Conclusion 

The 2014/15 budget has been prepared in a properly controlled and professionally supported 
process. It has been subject to due consideration within the Force and by the PCC. The 
identifiable risks should be capable of management.  

Assumed grant allocations in later years (i.e. 2015/16 and beyond) are less certain due to the 
absence of key Government information in this critical area. 

The PCC is reminded that his responsibility for setting the annual budget and council tax 
precept for 2014/15 should also take into account whether the budget and service plans are 
relevant, affordable and sustainable in the longer-term.  In doing so, he will need to satisfy 
himself that services and resource allocation have been appropriately prioritised and that 
financial risks have been adequately addressed and covered by, for example, reserves, 
contingencies and risk mitigation plans.    �

�

IMPLICATIONS FOR COUNCIL TAX

The following table shows how the 2014/15 net revenue budget will be financed. 

£m %
Police grant 151.291
Ex-DCLG formula grant 76.705

Total formula grant 227.996 58%

Council tax precept  132.675
Council Tax surplus on collection funds 2.045

Total council tax 134.720 35%

Legacy council tax grants 15.278
Other specific grants 11.489
Total specific grants 26.767 7%

Total Financing 389.483 100%
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Council Taxbase 

The council taxbase is the number of number of band D equivalents in the Force area, after 
allowing for non-collection of tax.  The total taxbase for 2014/15 is 826,587 as illustrated 
below. 

Band D Council Tax 

The band D council tax for 2014/15 is £160.51, an increase of £3.13 or 1.99% over the 
2013/14 figure.      

PRECEPTS AND COUNCIL TAX 

Precepts on each billing authority in the Force area for 2014/15 

Taxbase Band D 
equivalents 

PCC’s share of 
Surplus / Deficit (-) on 

collection funds 
£ 

Precept 

£ 
Aylesbury Vale 65,853.12 424,000.00 10,570,084.29
Bracknell Forest 41,998.00 81,067.00 6,741,098.98
Cherwell 47,609.00 178,873.16 7,641,720.59
Chiltern 42,809.31 182,316.64 6,871,322.35
Milton Keynes 76,261.84 133,234.00 12,240,787.94
Oxford City 41,752.50 118,915.00 6,701,693.78
Reading 48,628.00 169,575.00 7,805,280.28
Slough 37,376.20 0.00 5,999,253.86
South Bucks 31,626.00 0.00 5,076,289.26
South Oxfordshire 53,217.10 317,222.00 8,541,876.72
Vale of White Horse 46,640.50 210,215.00 7,486,266.66
West Berkshire 60,599.00 19,328.00 9,726,745.49
West Oxfordshire 40,614.82 95,090.00 6,519,084.76
Windsor & Maidenhead 62,371.04 19,763.00 10,011,175.63
Wokingham 64,498.90 42,480.00 10,352,718.44
Wycombe 64,731.19 53,376.00 10,390,003.31

Totals 826,586.52 2,045,454.80 132,675,402.33

Council tax for police purposes for each property band in 2014//15 

Property 
Band 

Relevant 
Proportion 

PCC Element 
of the Council Tax 

£ 
A 6/9 107.01 
B 7/9 124.84 
C 8/9 142.68 
D 9/9 160.51 
E 11/9 196.18 
F 13/9 231.85 
G 15/9 267.52 
H 18/9 321.02 

�
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POLICE OFFICER AND STAFF ESTABLISHMENTS 2014/15 
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MEDIUM TERM FINANCIAL PLAN (2014/15 to 2016/17) 

One of the key requirements of the Prudential Code for Capital Finance is that the PCC takes 
a longer-term view of the spending pressures facing the organisation, in setting and 
approving the budget and council tax for the ensuing financial year.  Given the potential 
funding issues which we are likely to face in future years this forward planning is more 
important than ever.  Full details are provided in pages 28 to 31. 

�

2014/15

£m

2015/16

£m

2016/17

£m

B/Fwd Opening Balance  394.798 389.483 385.982
Inflation 4.667 4.683 6.481
Productivity savings - 12.151 - 10.858 - 9.140
Committed expenditure 2.819 2.419 2.581
Current services 0.446 0.901 - 0.650
Improved service  1.270 - 1.429 - 0.238
Budget Requirement 391.849 385.199 385.016

        
Movement in Appropriations from reserves - 2.365 0.783 0.816
Net Budget Requirement 389.483 385.982 385.832

External funding 389.483 385.982 382.116

Estimated funding shortfall 0 0 3.716

Although the draft budget is balanced in 2014/15 and 2015/16, there is an estimated shortfall 
of at least £3.716m in 2016/17 to be addressed through additional productivity strategy 
savings.  

Budget Risk & Uncertainties 

2015/16 

In his Autumn Statement on 5
th
 December 2013 the Chancellor announced additional 

departmental reductions for the Home Office of 1.1% in both 2014/15 and 2015/16. For 
2014/15 the Home Secretary was able to protect the police service from additional cuts. 
However, decisions on the impact of the Autumn Statement on police funding for 2015/16 will 
be made at a later date after careful consideration of all Home Office budgets. This decision 
will take time and the Home Secretary is unlikely to publish indicative allocations for 2015/16 
until the summer.  A 1% reduction in Home Office police funding equates to £2.43m.  

Whilst the budget for 2015/16 is shown as balanced, this includes £1.8m of ‘Amber’ and 
‘Red’ risk-assessed savings which still need to be fully assessed as to their suitability and 
impacts on operational delivery. This will be carried out early in 2014/15 as part of the next 
budget setting round. 

The Home Secretary has established an Innovation Fund and has set aside £20m in 2013/14 
and a further £50m in 2014/15 to fund initiatives that will promote collaboration and improve 
the use of digital working and technology to deliver sustainable improvements and 
efficiencies in the way forces operate in the future. This funding is allocated via a bidding 
process and is likely to fund a mixture of capital and revenue projects. Although the PCC has 
suffered a significant reduction in its police grant for 2014/15 as a result of the national top-
slice, we will not know how much money will be allocated to TVP from the Innovation Fund 
until well after the budget has been finalised 
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Although the Home Secretary has top-sliced £18m in 2014/15 to expand the Independent 
Police Complaints Commission (IPCC), the amount top-sliced in 2015/16 will increase but, as 
yet, the amount is unknown. The additional top-slice will inevitably create additional pressure 
and savings requirements on local budgets as reflected in the productivity plan. 

The MTFP assumes year on year increases of 2% in council tax income. Assuming that a 2% 
increase is within the Government’s council tax referendum principles the actual decision on 
these increases is down to the PCC and will be taken in each of the respective budget setting 
years. A 0.5% variation on the level of council tax precept equates to approximately £0.65m 
annual income. 

2016/17 

The final year of the MTFP has some significant risks built into it which could alter the 
identified shortfall currently contained in the plan either upwards or downwards.  These 
include: 

• Currently there is no indication of the level of grant that PCC’s may expect to receive 
in 2016/17. Therefore a cut in government grants has been assumed at 3.5%, the 
average for the last 3 years.  A 1% variance on this is equivalent to £2.43m. 

• There is an on-going review in the way that government grants are allocated to PCC’s 
through the national police funding formula. At this stage it is unknown what the 
outcome of this review may look like and, again, this could affect the level of grant 
received by Thames Valley, either positively or negatively. 

• The introduction of a change in National Insurance contributions is due to be 
implemented in April 2016. Initial calculations indicate that this could cost the force an 
additional £5m per annum.  At this stage these costs have not been factored into the 
MTFP, as it is felt that the government may offset these costs with any potential 
savings from changes to the police pension scheme.  However, it should be noted this 
is a different and more optimistic planning assumption to that adopted by most other 
PCC’s [Note: on 3

rd
 February 2014 the Policing Minister confirmed that all public 

sector employers would have to absorb this additional burden]. 

• Changes to the police officer pension scheme are due to take place from April 2015, 
which should reduce the employers contributions made. Again these potential savings 
have not been factored into the MTFP, as it is believed that these savings may be 
used by Government to offset the NI increase highlighted above.  

• Current government policy is to cap council tax increases at 2%, unless the PCC 
holds and wins a local referendum to go beyond this.  As there will be a new 
Government in place for 2016/17, it is uncertain whether this policy will still be in place 
or not. 

• It is also unclear whether any new government would seek to extend the current pay 
capping at 1% per annum. Any extension to this would reduce the inflationary 
pressures in future years, but may also reduce the level of grants to be awarded. 

As can be seen from the above, there are significant gaps in information available around key 
factors that could influence the funding and costs to the PCC in 2016/17 and beyond.  

The Force and PCC will continue to monitor these risks and as further information becomes 
available, take appropriate action where possible to mitigate the implications for the force. 
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THREE YEAR CAPITAL PROGRAMME 2014/15 to 2016/17 

Introduction 

In addition to spending on day to day activities the PCC incurs expenditure on buildings, 
information technology and other major items of plant and equipment which have a longer term 
life. 

Update 27.5.14: CCMT has decided to defer consideration of the Imbert Court 
accommodation facility (initially included at a cost of £6.940m) whilst greater clarity is sought 
on the long term requirements for residential accomodation at the site, including cost 
impications. This scheme is therefore postponed within the updated 3 year capital 
programme until 2016/17. This change was formally approved by the PCC on 4

th
 July 2014.   

In addition the essential reburbishment of the Training Block at Sulhamstead, which was 
originally scheduled to start in 2016/17 has been brought forward with a view to beginning 
works in the current year (2014/15), allowing for expected completion in 2016/17.  

Capital Programme – Key Focus 

The focus of the draft capital programme is to improve service delivery in support of the 
PCC’s Police and Crime Plan and the Force’s long term strategy through capital investment, 
and to maximise the utilisation and efficiency of assets. The draft programme is compiled 
with full reference to the current economic climate and the expectation of continued financial 
constriction.  

Key focuses of the draft programme are: 
    

• To ensure the property estate and infrastructure remain fit for purpose within a 
changing police environment, including cost reduction and improved efficiency 
through investment in Asset Management Plan (AMP) estate rationalisation and 
carbon management initiatives.  

• To maintain and improve core ICT infrastructure and implement the Force Business 
Change and Improvement Strategy, managing information through three key systems 
namely Contact Management, Records Management and, in the longer term, 
Enterprise Resource Planning, delivering lean and efficient end to end business 
processes. 

• The maintenance and replacement of other core assets where necessary e.g. 
vehicles and radios.   

The 3 Year Capital Programme 

The capital programme builds on the existing 2013/14 to 2016/17 programme approved in 
January 2013 and is considered each year as part of the annual budget process.    

All existing and proposed new schemes are sponsored by ACPO leads and have been 
reviewed by the Capital Scrutiny Group and CCMT taking into consideration the strategic 
priorities of the PCC, the operational priorities of the Force and the risk associated with each 
scheme.  The assumptions, scope and costs underlying each scheme are challenged, as are 
the schemes themselves to ensure they are remain justified given the current economic 
climate and future economic outlook. Figures within the draft capital programme reflect this 
and as a consequence some revisions have been made to existing programme schemes, as 
well as introducing new schemes. 

Over the next three years the Capital Programme totals £49.013m, with a further £14.590m 

on specific projects falling into later years. The table below provides a summary of the cost 
of capital schemes already in place and those recommended for inclusion in the capital 
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programme.   The programme is aligned to the current year’s capital monitoring to reflect the 
current reported slippage and project variances.  

Later year’s costs (ignoring ongoing annual renewals) relate to property and AMP projects to 
be funded by Improvement and Performance reserves, future grant allocations and capital 
receipts.     

2014/15 2015/16 2016/17 Total Later Years

£m £m £m £m £m
Property 5.289 5.665 10.800 21.754 14.590
ICT 10.369 2.463 2.060 14.892
Vehicles 2.890 2.976 3.066 8.932
SECTU 0.939 0.875 0 1.814
Equipment  1.006 0.346 0.271 1.622

Totals 20.492 12.325 16.197 49.013 14.590

The Capital Programme

Property Schemes 

These schemes are necessary to meet a combination of key priorities, including maintaining 
operational performance and capacity as well as strategic asset management.  The main 
new or updated property projects include: 

• HQ South – This updated project includes essential maintenance work at HQ South E 
Block, minor enabling works for B, D & F blocks and demolition of C block and the old 
garages at G block. The scheme budget is increased by £0.850m to £3.6m.    

• Sulhamstead – This new scheme involves essential redevelopment and 
refurbishment work at the Sulhamstead training facility and comprises of three 
elements. The first relates to the replacement of Imbert Court accomodation facilities, 
this project has now been reprogrammed by CCMT & the PCC pending greater clarity 
on the requirements of residential accommodation at the site and has therefore been 
delayed until 2016/17 to be completed in later years. It remains in the programme at a 
full cost of £6.940m, although this will  be subject to review. The second element is 
the refurbishment of the Teaching Block. This is brought forward to begin in the 
current year (2014/15) at a cost of £2.050m; and thirdly the refurbishment of the 
White House, which will fall predominantly into later years and cost £1.650m.  

• Asset Management Plan (AMP) – Reading Station Replacement – This project is 
to replace Reading Police Station with a facility that is substantially smaller and 
aligned with our future space needs for the delivery of operational policing in Reading.  
The preferred solution would involve reprovision on or in close proximity to our current 
site; this may be achievable in conjunction with the planned redevelopment of the 
adjoining site owned by Reading Borough Council and this option is currently being 
actively explored with the Council and their development partner.  The alternative 
scenario if this is not achievable, is likely to involve a split site solution but with both 
elements as close to the town centre as is practically possible.  

ICT Schemes   

These schemes are required to both maintain existing systems and support implementation 
of the Business Change Strategy which aims to provide the Force with lean, efficient and 
reliable end to end business processes.  

ICT Technology Selection – The recent decision to adopt the Microsoft Subscription 
Enterprise Agreement rather than pay for upfront purchases of licenses will move the 
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associated expenditure from capital to an on-going revenue cost included within the Medium 
Term Financial Plan.  This will generate savings on the current year’s capital budget of 
£0.975m and a further £0.415m over the next 3 years.  This has been incorporated into the 
capital programme financial position. 

a) Core Schemes 

• Central Infrastructure – The annual programme of forcewide hardware infrastructure 
and storage upgrades, the provision of data security and IT tools. The total budget for 
the 3 year capital programme period is £1.974m.   

• Desktop Applications – The programme of equipment and software replacement 
ensures end user hardware and application software remains appropriate for meeting 
policing needs. The re-profiled expenditure reduces the programme impact by 
£0.351m over the 3 year period to £2.076m.  

• Network Refresh - The bid, approved in 2012/13, detailed the requirements for the 
Force network equipment to be refreshed and the network upgraded – this will be 
achieved via the SEPSNA contract. The timing of costs has been reviewed to reflect 
this new contract with £1.790m profiled for the next 3 years.   

• Infrastructure Development – The timeline for development of an interoperable 
services platform underpinning collaborative and joint unit functionality, including 
required resources is redefined, the majority of the project costs (£1.447m) will now 
fall into 2014/15 & 2015/16. 

• Data Centre - The Data Centre Project was previously included at £1.5m for 
additional servers to facilitate a Data Centre move.  Although the future of Data 
Centre provisions has not been finalised it is considered that this one-off capital cost 
is no longer required and has therefore been excluded from the Draft Capital 
Programme.   

b) Business Change & Improvement 

• Contact Management Programme (formerly CMS) - The programme to modernise 
the Force’s engagement practices with the public through improved ICT systems has 
been updated and costs realigned between revenue and capital. The capital costs are 
circa £3.5m with full project costs, including revenue expected to be circa. £4m over 
the 3 years.  This programme is the subject of a successful Precursor Innovation 
Fund bid for both 2013/14 and 2014/15 of £1.155m. Further funding may be available 
from future years Innovation Funds.  

• Records Management Systems – This bid has been refreshed, identifying the need 
for an additional incidents module and updated legacy costs for back record 
conversion. The project is expected to be complete in 2014/15, costing £3.404m in 
total, with £2.931m falling into the 3 year capital programme period.    

• MODE – The Management of Digital Evidence – This project remains unchanged at 
£0.350m, assuring the safe storage of all components of digital evidence. 

• Mobile Access to Operational Data – This brings together existing mobile data and 
body worn video projects and ensures officers have access to all required operational 
data whilst on mobile patrol. It enables the capture of digital evidence from body worn 
video and electronic witness signatures and supports a third objective - the creation of 
digital evidential case files. Total project spend over the 3 year programme period is 
£0.989m. The project is the subject of a successful Precursor Innovation Funding bid 
of £0.137m for 2013/14, which supports the overall programme costs. Further funding 
will be applied for in 2014/15.      
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Vehicles 

The vehicle replacement provision is used to maintain the capacity and efficiency of the 
Force’s vehicle fleet.  The programme is based on a dynamic replacement model created by 
Chiltern Transport Consortium which recognises the impact of both age and usage on the 
vehicle lifecycle to identify the most economical replacement point for each vehicle. Work 
continues to ensure the most efficient vehicles are purchased by the consortium to meet the 
operational needs.  

Equipment  

The equipment scheme includes provision for radio replacements, development of the 
Automatic Number Plate Recognition (ANPR) system and general equipment.  The annual 
provision for equipment is set at a nominal £0.100m p.a. and its usage is reviewed by the 
Director of Finance.  The annual provision for ANPR is now £0.100m, which includes 
replacement of old equipment and funding to support match funded partnership expansion 
bids.  

Funding Issues and Overview 

The capital programme commits £49.0.13m of capital expenditure over the 3 year period 
between 2014/15 and 2016/17. In order to fully fund the capital programme the PCC’s capital 
reserves which are estimated at 1 April 2014 at £7.367m will be reduced to £4.345m by 
March 2017.  

In addition, the proposed use of around £9.750m from the earmarked Improvement & 
Performance (I&P) revenue reserve is recommended to help fund specific schemes within 
the AMP, of which £7.025m is required during the three year period 2014/15 – 2016/17 with  
£2.725m required in later years.   

The capital purchase of fleet vehicles will be supported by revenue funding of £0.630m in 
2014/15. However, this contribution will cease in 2015/16 when the revenue saving is taken 
as part of the medium term financial plan process. 

The capital programme relies on funding from the continued sale of police houses which, by 
the end of 2016/17, are expected to be reduced to 16 easily saleable police houses valued at 
around £5m.  

The Capital Grant allocation is confirmed for 2014/15 at £3.5m. For the following 2 years a 
5% year on year reduction has been applied, reflecting anticipated future grant cuts.   

A summary of the funding position is included in schedule 6.    

Police Innovation Fund  

The Home Secretary created a Police Precursor Innovation Fund in 2013/14 for forces to bid 
against and has allocated up to £20m to projects commencing in 2013/14. The PCC 
submitted 9 separate bids for capital and revenue funding, 5 of which have been successful 
adding £1.506m of capital funding support, £0.406m in 2013/14 and £1.1m towards the three 
year draft capital programme.   

Further funding from the annual £50m Innovation Fund starting in 2014/15 will also be 
available for Forces to bid for. The funding for 2014/15 onwards has been top sliced from 
main police revenue grant. In order to protect funding it is therefore imperative that the Force 
continues to position itself to benefit from the fund, by submitting good quality applications 
when invited to do so.   
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Alternative funding Solutions 

With the potential reduction in capital and revenue reserves, the sale of finite assets, limited 
and reducing capital grant (an assumption that capital grant will reduce by 5% year on year in 
2015/16 and 2016/17) and the continued pressure on revenue funding, the pace of core 
investment in future capital programmes beyond the current 3 year cycle is unlikely to be 
sustainable from within existing, internal resources.   

Therefore over the coming years, alternative funding solutions are likely to be required. This 
may include a return to borrowing e.g. for the AMP invest to save initiatives, although this in 
itself puts further pressure on revenue budgets.  Alternatively projects could be funded by a 
revenue contribution to capital which avoids the on-going interest charges, but will require 
further revenue savings to offset the additional DRF.   

Financing of the Draft Capital Programme

Financing of the capital programme in 2014/15 is set out below: 

  £m 
Capital grant (Including Innovation Fund) 5.610 
Capital receipts 12.142 
TVP reserves (General balances) 2.110 
Revenue contributions  0.630 

Total Financing 20.492 

Conclusion & Recommendations

The capital programme is an essential and integral part of the PCC and Force’s strategy to 
continue to improve service delivery and reduce ongoing costs through investment and by 
maximising the efficient use of assets.  It achieves this by establishing the core infrastructure 
from which the Policing Strategy and the savings required through the Productivity Plan can 
and will be met.     

Following removal of the replacement Imbert Court accommodation facility at sulhamstead 
(on 27-5-14) the revised spending programme amounts to £49.013m. This is fully funded 
over the three year planning period and still leaves capital reserves of £4.345m for use in 
2017/18 and later years. The programme relies on the use of £9.750m of funding from the 
Improvement and Performance reserve (although circa £2.750m will fall into 2017/18) and a 
further £2.110m of general reserves (as previously agreed by the PCC).  

Property projects commit £14.590m of funds beyond 2016/17 into later years, subject to PCC 
approval of the revised business case for the Imbert Court scheme at Sulhamstead. These 
costs are expected to be met from future year’s capital receipts, approved reserve funding, 
future grant allocations and asset sales or through alternative funding solutions. 

Beyond the 3 year Capital Programme period the availability of reserve funding will be 
substantially reduced which is likely to impact on the scope of future capital programmes 
without a return to borrowing. The impact of Innovation Funding over the full 3 year 
programme period is currently unknown, although £1.292m capital funding has been 
awarded to support projects from the 2013/14 Precursor Innovation Fund. Further support for 
the capital programme may be available from future year’s funds, possible reducing the 
impact on capital reserves.  

The PCC has carefully considered the operational benefits and/or cost effectiveness of each 
scheme in the draft capital programme and the affordability of the aggregate proposed 
programme in the current economic climate. 
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SCHEDULE 1 :  DRAFT CAPITAL EXPENDITURE FORECAST SUMMARY Jan-14

Revised Slippage 

from

New  

Spend

Total Total 2014  

to
Later

2013/14 2013/14 2014/15 2014/15 2015/16 2016/17 2017 Years Schedule

£000 £000 £000 £000 £000 £000 £000 £000 Reference

Property 11,368 1,630 3,659 5,289 5,665    10,800      21,754 14,590         Schedule 2 

ICT/ Business changes 4,644 4,444 5,925 10,369 2,463 2,060 14,892 -              Schedule 3

Vehicles 2,902 2,890 2,890 2,976 3,066 8,932 -             

SECTU/ Tactical Firearms 1,138 939 939 875       -           1,814 -              Schedule 4

Equipment & Radio Replacements 2,677 300 706 1,006 346       271           1,622 -              Schedule 5

Total to be financed 22,729 6,374       14,118 20,492 12,325 16,197 49,013 14,590         

�

Previous TOTAL Revised Slippage 

from

New 

Spend

Total Later 

years

Spend COST 2013/14 2013/14 2014/15 2014/15 2015/16 2016/17

£000 £000 £000 £000 £000 £000 £000 £000 £000

Corporate Schemes

New Block HQ S 876 1,022 146 0

Officer Safety Training Centre Sulhamstead 0 3,431 3,431 0 0
Replacement of Record and Evidence Centre (REC) fit out 0 2,193 2,193 0

HQS A Block Refurbishment 1,979 1,979 0 0

Thame station 164 114 50 50

HQ South - C,  E & G block (Work and Demolition) 3,600 0 2450 2,450 1,055 95
St Aldates Police Station 34 2,493 260 750 49 799 700 700

Sulhamstead - Imbert Court 6,940 0 0 0 0 975 5,965

Sulhamstead - Training Block 2,050 0 110 110 910 1,030

Sulhamstead - White House 1,650 0 0 0 0 0 1,650

Asset Management Plan (AMP)

AMP scheme replacements cost: subtotal 68 19,961 88 780 1,050 1,830 3,000 8,000 6,975

Old schemes -24 -24 0

Carbon Management Works

Carbon Management Works:  REC, Officer Safety Training 
Centre Sulhampstead & HQ South A-Block

595 595 0 0

Criminal Justice
Custody Estate Programme 

    Custody suites     - Abingdon 3,082 3,295 213 0

    Custody suites     - TVP Sites -Milton Keynes 872 2,945 2,074 0

    Custody suites     - TVP Sites -Slough 350 300 50 50

Total Property 4,931 45,703 11,368 1,630 3,659 5,289 5,665 10,800 14,590

SCHEDULE 2:  PROPERTY SCHEMES



47 

SCHEDULE 3:  ICT SCHEMES and BUSINESS CHANGE Previous TOTAL Revised Slippage 
from

New Spend Total Later 

Ref Spend COST 2013/14 2013/14 2014/15 2014/15 2015/16 2016/17 Years
£000 £000 £000 £000 £000 £000 £000 £000 £000

ICT CORE SCHEMES 

Central Infrastructure

Central Infrastructure Hardware, ICT security and tools provision -                 2,720       746         188        460            648         431           895        -         

Desktop Applications

Application hardware, operating systems and software upgrade 
and replacement

-                 2,809       733         (9)           772            763         637           676        -         

Network Refresh

Network Infrastructure  (inc IL3) -                 3,290       1,500      1,700     90              1,790      -           -         -         

Infrastructure Development

Infrastructure Development Projects - including storage, 
interoperability and smarter ways of working. 

-                   1,545       98           757        470            1,227      220           -         -         

 Data Centre

 Data Centre -Not required. -                   -           -          -         -             -          -           -         -         

Sub Total Core Schemes -                 10,364      3,077      2,636     1,792         4,428      1,288        1,571     -         

BUSINESS CHANGE & IMPROVEMENT 

Existing schemes due for completion this year

Mobile Data, Holmes upgrade, GIS, NSPIS Custody / Case Prep 
and Intelligence replacement with Crime. 

1,457             1,557       100         -         -             -          -           -         -         

Contact Record Management, Multimedia, Command & Control 
replacement and Firearms Management System. 

-                 3,500       165         839        1,062         1,901      1,125        309        -         

RECORDS MANAGEMENT SYSTEM (RMS) & MODE

Records Management System - Structured Data Repository, 
Replacement Crime & Intelligence, Mispers, Warrants,IOM, 
Records Evidence. 

-                 3,404       473         769        2,162         2,931      -           -         -         

MODE - Management of Digital Evidence
Management of Digital Evidence: The safe storage of data for all 

aspects of digital evidence.
-                 350          -          200        100            300         50             -         -         

MOBILE ACCESS TO OPERATIONAL DATA AND PROTECTIVE MONITORING 

Mobile Access to Operational Data including Body Worn Video, 
Electronic Witness Signatures and Digital Case Files plus 
Protective Monitoring. 

18                  1,836       829         -         809            809         -           180        -         

TOTAL- ICT Specific Schemes 1,475             10,647      1,567      1,808     4,133         5,941      1,175        489        -         

TOTAL- ICT 1,475             21,011      4,644      4,444     5,925         10,369    2,463        2,060     -         

CONTACT MANAGEMENT SYSTEM (CMS)

�

�
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SCHEDULE 4 Previous TOTAL Revised Slippage 

from

New Spend Total Later

Spend COST 2013/14 2013/14 2014/15 2014/15 2015/16 2016/17 Years

£000
£000 £000 £000 £000 £000 £000 £000 £000

Equipment CITU & CTU 1,960       826        816             816        318        

Vehicles CITU & CTU 900          220        123             123        557        

Equipment 92            92          -         

 - Firearms Support Arrangement -          -        -        

TOTAL ACPO TAM funded -           2,952       1,138      -         939             939        875        -         -         

SCHEDULE 5 Previous TOTAL Revised Slippage 

from

New Spend Total Later

Spend COST 2013/14 2013/14 2014/15 2014/15 2015/16 2016/17 Years

£000
£000 £000 £000 £000 £000 £000 £000 £000

Annual Provision 550          250        -         100             100       100        100        

ANPR - current programme 3,407       3,407       -         -         -         

ANPR - further static sites 457          457        -              -         -         -         

ANPR -  Rural Crime 216          216        -         

ANPR - Op Novalease 270          270        -         

ANPR - RP Cars 83            550          467        -         

ANPR - further static sites- partner funded 150          -         50               50          50          50          

ANPR -  replacement of installations/infrastructure 200          50          50               50          50          50          

ANPR 3,490       5,250       1,460      -         100             100        100        100        -         

-           -         -         

Airwave -           -         -         

Radio Replacements  - Covert 279         829         250       200            200       50         50         

Radio Replacements  - Officers 1,985       2,523       267        231             231        21          21          

Radio Replacements  - Vehicles 900          450        300        75               375        75          

ICT -Airwave 2,263       4,251       967        300        506             806        146        71          -         

 Safer roads/ other grants -           -         -        

Total Equipment & Radio Replacement 5,753       10,051      2,677      300        706             1,006      346        271        -         
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SCHEDULE 6:  RESOURCES REQUIRED TO FINANCE THE CAPITAL PROGRAMME

2013/14 2014/15 2015/16 2016/17 Total 2014/15

£000 £000 £000 £000 to 2016/17   

£000

Estimated funding generated during year

Capital Receipts including  AMP 1,310                9,270                1,250                3,990                14,510

                         - House Sales 2,711                2,223                2,185                2,460                6,868
                         - House Shared Equity repayments 345                   200                   200                   200                   600

                         - Vehicle Sales 450                   450                   450                   450                   1,350

Revenue Contributions

        Vehicles 630                   630                   -                    -                    630
        DRF 674                   -                    -                    -                    0

        General Reserves - Approved by PCC 210                   2,110                -                    -                    2,110

 Third Party Contributions 0

        ANPR Contributions 300                   -                    -                    -                    0

Capital Grants

        General 3,413                3,500                3,325                3,159                9,984

        ACPO TAM grants (SECTU or T66) 1,138                939                   875                   -                    1,814

        Other government departments/agency -                    0
Reserves

        Use of Earmarked Reserves 485                   -                    525                   6,500                7,025

Innovation Fund 406                   1,100                1,100

Resources Available 12,072              20,422              8,810                16,759              45,991

Total Resources Programme Requires 22,729              20,492              12,325              16,197              49,013

Shortfall / Surplus in year -10,657 -70 -3,515 563

Available Capital Reserves as at 1/4/2013 18,024              

Balance of Capital Reserves 7,367 7,297 3,783 4,345

�

�

�
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Treasury Management Strategy Statement 2013/14 

Incorporating the Minimum revenue Provision policy Statement and the Annual 

Investment Strategy 2014/15 
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1 INTRODUCTION 

1.1 Background 

The Police and Crime Commissioner (PCC) is required to operate a balanced budget, which 
broadly means that cash income raised during the year will meet cash expenditure.  Part of 
the treasury management operation is to ensure that this cash flow is adequately planned, 
with cash being available when it is needed.  Surplus monies are invested in low risk 
counterparties or instruments commensurate with the PCC’s low risk policy and appetite, 
providing adequate liquidity initially before considering investment return. 

The second main function of the treasury management service is the funding of the PCC’s 
capital plans.  These capital plans provide a guide to the PCC’s borrowing need, essentially 
the longer term cash flow planning to ensure that the PCC can meet his capital spending 
obligations.  This management of longer term cash may involve arranging long or short term 
loans, or using longer term cash flow surpluses.   On occasion any debt previously drawn 
may be restructured to meet the PCC’s risk or cost objectives.  

The Chartered Institute of Public Finance and Accountancy (CIPFA) defines treasury 
management as: 

“The management of the local authority’s investments and cash flows, its banking, money 
market and capital market transactions; the effective control of the risks associated with 
those activities; and the pursuit of optimum performance consistent with those risks.” 

1.2 Reporting requirements 

The PCC is required to receive and approve, as a minimum, three main reports each year, 
which incorporate a variety of polices, estimates and actuals.   

Prudential and treasury indicators and treasury strategy (this report) - The first, and most 
important report covers: 

• the capital plans (including prudential indicators); 
• a minimum revenue provision (MRP) policy (how residual capital expenditure is charged 

to revenue over time); 
• the treasury management strategy (how the investments and borrowings are to be 

organised) including treasury indicators; and  
• an investment strategy (the parameters on how investments are to be managed). 

A mid-year treasury management report – This will update the PCC with progress on the 
capital position, amending prudential indicators as necessary, and will indicate whether the 
treasury operation is meeting the strategy or whether any policies require revision.  In 
addition, this PCC will receive quarterly update reports. 

An annual treasury report – This provides details of a selection of actual prudential and 
treasury indicators and actual treasury operations compared to the estimates within the 
strategy. 

Scrutiny 

The above reports are required to be adequately scrutinised before being recommended to 
the PCC. This role will be undertaken by the Joint Independent Audit Committee. 
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1.3 Treasury Management Strategy for 2014/15 

The strategy for 2014/15 covers two main areas: 

Capital issues 
• the capital plans and the prudential indicators; 
• the minimum revenue provision (MRP) strategy. 

Treasury management issues 
• the current treasury position; 
• treasury indicators which limit the treasury risk and activities of the PCC; 
• prospects for interest rates; 
• the borrowing strategy; 
• policy on borrowing in advance of need; 
• debt rescheduling; 
• the investment strategy; 
• creditworthiness policy; and 
• policy on use of external service providers. 

These elements cover the requirements of the Local Government Act 2003, the CIPFA 
Prudential Code, CLG MRP Guidance, the CIPFA Treasury Management Code and  CLG 
Investment Guidance. 

1.4 Training 

The CIPFA Code requires the responsible officer to ensure that members with responsibility 
for treasury management receive adequate training in treasury management.  This especially 
applies to members responsibe for scrutiny.   

The PCC, Deputy PCC and all three members of the Joint Independent Audit Committee 
have been provided with appropriate training. Further training will be provided  if required. 

The training needs of treasury management staff are reviewed periodically.  

1.5 Treasury management consultants 

The Office of the PCC uses Capita Asset Services as its external treasury management 
advisors. 

The PCC recognises that responsibility for treasury management decisions remains with the 
organisation at all times and will ensure that undue reliance is not placed upon our external 
service providers.  

The PCC also recognises that there is value in employing external providers of treasury 
management services in order to acquire access to specialist skills and resources. The PCC will 
ensure that the terms of their appointment and the methods by which their value will be assessed 
are properly agreed and documented, and subjected to regular review.  
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2 THE CAPITAL PRUDENTIAL INDICATORS 2014/15 – 2016/17

The PCC’s capital expenditure plans are the key driver of treasury management activity.  The 
output from the capital expenditure plans are reflected in prudential indicators.  

2.1 Capital expenditure and financing 

The PCC is asked to approve the summary capital expenditure and financing projections. 
Any shortfall in resources results in a funding borrowing need. This forms the first prudential 
indicator. 

Table 1 2012/13 

Actual 

£m 

2013/14 

Revised 

Estimate 

£m 

2014/15 

Estimate 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 
Capital Expenditure 21.596 22.729 20.733 14.715 17.652

Financed by: 

Capital receipts 6.007 4.819 12.143 4.085 7.100
Capital grants 10.094 15.611 5.850 10.105 4.052
Revenue Reserves 3.167 0.695 2.110 0.525 6.500
Revenue contributions 2.112 1.304 0.630   
3

rd
 party contributions 0.216 0.300

Net financing need  

for the year 0.000 0.000 0.000 0.000 0.000

2.2 The PCC’s borrowing need (the Capital Financing Requirement) 

The second prudential indicator is the PCC’s Capital Financing Requirement (CFR).  The 
CFR is simply the total historic outstanding capital expenditure which has not yet been paid 
for from either revenue or capital resources.  It is essentially a measure of the PCC’s 
underlying borrowing need.  Any capital expenditure included in the table above, which has 
not immediately been paid for, will increase the CFR.   

The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a 
statutory annual revenue charge which broadly reduces the borrowing need in line with each 
assets life. 

The CFR includes other long term liabilities such as PFI schemes and finance leases.  Whilst 
these increase the CFR, and therefore the borrowing requirement, these types of scheme 
include a borrowing facility and so the PCC is not required to separately borrow for these 
schemes.  The PCC currently [2013/14] has £6.360m of such schemes within the CFR. 

The PCC is asked to approve the following CFR projections. 

Table 2 2012/13 

Actual 

£m 

2013/14 

Estimate 

£m 

2014/15 

Estimate 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 

Total CFR 43.313 41.770 40.254 38.762 37.291

Movement in CFR - 1.904 -1.543 - 1.516 - 1.492 - 1.471

Net financing need for the 
year (above) 

0.000 0.000 0.000 0.000 0.000

Less MRP/VRP and other 
financing movements 

1.904 - 1.543 - 1.516 - 1.492 - 1.471

Movement in CFR - 1.904 - 1.543 - 1.516 - 1.492 - 1.471
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2.3 Minimum revenue provision (MRP) policy statement 

The PCC is required to pay off an element of the accumulated capital spend each year (the 
CFR) and make a statutory charge to revenue for the repayment of debt, known as the 
minimum revenue provision (MRP). The MRP policy sets out how the PCC will pay for capital 
assets through revenue each year.  The PCC is also allowed to make additional voluntary 
payments (voluntary revenue provision - VRP). 
   
CLG regulations have been issued which require the PCC to approve an MRP Statement in 
advance of each year.  A variety of options are provided, so long as there is a prudent 
provision.   

The PCC is recommended to approve the following MRP Statement: 

• For capital expenditure incurred before 1 April 2008, MRP will be based on the CFR. 
• For capital expenditure incurred from 1 April 2008, the MRP will be based on the ‘Asset 

Life Method’, whereby MRP will be based on the estimated life of the assets in 
accordance with the regulations. 

• For finance leases, an ‘MRP equivalent’ sum will be paid off each year.  

2.4 Core funds and expected investment balances  

Investments will be made with reference to the core balances, future cash flow requirements 
and the outlook for short-term interest rates (i.e. rates for investments up to 12 months). 

Table 3 below provides an estimate of the year end balances for each resource and 
anticipated day to day cash flow balances. 

Table 3  

  

Year End Resources 

2012/13 

Actual 

£m 

2013/14 

Revised 

Estimate 

£m 

2014/15 

Estimate 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 

General balances  15.339 15.614 12.737 12.080 11.989
Earmarked revenue 
reserves 

30.502 29.597 25.502 22.992 15.007

Capital grants and 
reserves 

18.025 7.157 6.846 0.941 0.048

Insurance provision 7.178 7.570 7.570 7.570 7.570
Total core funds 71.044 58.938 52.655 43.583 34.614

Working capital* 32.168 32.168 32.168 32.168 32.168
Less outstanding Icelandic 
Investment 

- 2.496 - 2.126 - 1.756 - 1.368 - 1.016

Expected investments 100.716 88.980 83.067 74.365 65.766

* The working capital balance is the average difference between cash investments and core cash balances from the last 3 
financial years.  The actual figure will obviously vary from day to day according to circumstances. 

2.5 Affordability prudential indicators 

The previous sections cover the overall capital expenditure and control of borrowing 
prudential indicators but, within this framework, prudential indicators are required to assess 
the affordability of the capital investment plans.   These provide an indication of the impact of 
the capital investment plans on the PCC’s overall finances.  The PCC is asked to approve the 
following indicators: 

2.6 Ratio of financing costs to net revenue stream.

This indicator identifies the trend in the cost of capital (borrowing and other long term 
obligation costs net of investment income) against the net revenue stream. The estimates of 
financing costs include current commitments and the proposals in this budget report. 
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Table 4 

Ratio of Financing 

Costs to Net Revenue 

Stream

2012/13 

Actual 

% 

2013/14 

Estimate 

% 

2014/15 

Estimate 

% 

2015/16 

Estimate 

% 

2016/17 

Estimate 

% 

Ratio 0.53 0.66 0.66 0.67 0.50 

2.7 Incremental impact of capital investment decisions on PCC council tax. 

This mandatory indicator identifies the revenue costs associated with proposed changes to 
the three year capital programme recommended in this budget report compared to the PCC’s 
existing approved commitments and current plans.   

Table 5 

Impact of Capital Investment 

Decisions on PCC Council Tax 

2013/14 

Estimate 

£ 

2014/15 

Estimate 

£ 

2015/16 

Estimate 

£ 

2016/17 

Estimate 

£ 

Band D council tax 10.90 5.09 4.92 14.57 

This local indicator is calculated by identifying those revenue costs which appear separately 
in the three year revenue forecast (e.g. changes in DRF, capital financing costs and revenue 
consequences of investment in ICT, etc.) and then expressing the cash changes in terms of 
Band D council tax. 

Table 6  

Impact of Capital Investment 

Decisions on PCC Council Tax 

2013/14 

Estimate 

£ 

2014/15 

Estimate 

£ 

2015/16 

Estimate 

£ 

2016/17 

Estimate 

£ 

Band D council tax - 0.55 0.12 -0.26 - 0.03 

3 BORROWING 

The capital expenditure plans set out in Section 2 provide details of the service activities of 
the PCC.  The treasury management function ensures that the PCC’s cash is organised in 
accordance with the relevant professional codes so that sufficient cash is available to meet 
this service activity.  This will involve both the organisation of the cash flow and, where capital 
plans require, the organisation of appropriate borrowing facilities.  The strategy covers the 
relevant treasury / prudential indicators, the current and projected debt positions and the 
annual investment strategy. 

3.1 Current portfolio position 

The PCC’s borrowing portfolio position at 31 March 2013, with forward projections, is 
summarised below. The table shows the actual external debt (the treasury management 
operations), against the underlying capital borrowing need (the Capital Financing 
Requirement or CFR), highlighting any over or under borrowing.  

Table 7 

PCC Borrowing Portfolio

2012/13

Actual

£m

2013/14

Estimate

£m

2014/15

Estimate

£m

2015/16

Estimate

£m

2016/17

Estimate

£m

External Debt 

Debt at 1 April  28.568 24.968 24.968 24.968 24.968

Expected change in Debt -3.600 0 0 0 0

Other long-term liabilities (OLTL) 
at 1

st
 April 

6.742 6.559 6.360 6.145 5.912

Expected change in OLTL - 0.183 - 0.199 - 0.215 - 0.233 - 0.252
Actual gross debt  

at 31 March  31.527 31.328 31.113 30.880 30.628

The CFR 43.316 41.770 40.254 38.742 37.291

Under / (over) borrowing 11.789 10.442 9.141 7.882 6.663
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Within the prudential indicators there are a number of key indicators to ensure that the PCC 
operates their activities within well defined limits.  One of these is that the PCC needs to 
ensure that their gross debt does not, except in the short term, exceed the total of the CFR in 
the preceding year plus the estimates of any additional CFR for 2014/15 and the following 
two financial years.  This allows some flexibility for limited early borrowing for future years, 
but ensures that borrowing is not undertaken for revenue purposes.       

The Chief Finance Officer reports that the PCC has complied with this prudential indicator in 
the current year and does not envisage difficulties for the future.  This view takes into 
account current commitments, existing plans, and the proposals in this budget report.   

3.2 Treasury Indicators: limits to borrowing activity 

The operational boundary for external debt is based on ‘probable’ debt during the year and 
is a benchmark guide, not a limit. Actual debt could vary around this boundary for short 
periods during the year. It should act as a monitoring indicator to initiate timely action to 
ensure the statutory mandatory indicator is not breached inadvertently. 

Table 8  

 Operational boundary 

2013/14 

Estimate 

£m 

2014/15 

Estimate 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 

Debt 28.568 24.968 24.968 24.968
Other long term liabilities 6.360 6.145 5.912 5.660
Total 34.928 31.113 30.880 30.628

The authorised limit for external debt is a key prudential indicator which provides control on 
the overall level of affordable borrowing. It represents a limit beyond which external debt is 
prohibited and needs to be set and/or revised by the PCC.  It reflects the level of external 
debt which, whilst not necessarily desired, could be afforded in the short term, but is not 
sustainable in the longer term. This is the statutory limit determined under section 3 (1) of the 
Local Government Act 2003. The Government retains an option to control either the total of 
all local authority plans, or those of a specific authority (or PCC) although this power has not 
yet been exercised. 

The PCC is asked to approve the following authorised limit: 

Table 9  

 Authorised limit 

2013/14 

Estimate 

£m 

2014/15 

Estimate 

£m 

2015/16 

Estimate 

£m 

2016/17 

Estimate 

£m 

Debt 38.568 34.968 34.968 34.968
Other long term liabilities 6.360 6.145 5.912 5.660
Total 44.928 41.113 40.880 40.628

3.3 Prospects for interest rates
1

The PCC has appointed Capita Asset Services as his treasury advisor and part of their 
service is to assist the PCC to formulate a view on borrowing interest rates.  The following 
table gives the Capita central view. 

                                                     
1
 As at 21

st
 October 2013  
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Table 10 Bank Rate PWLB Borrowing Rates 

(including certainty rate adjustment) 

5 year 25 year 50 year 

 % % % % 
Dec 2013 0.50 2.50 4.40 4.40
Mar 2014 0.50 2.50 4.40 4.40
Jun 2014 0.50 2.60 4.40 4.40
Sep 2014 0.50 2.70 4.50 4.50
Dec 2014 0.50 2.70 4.50 4.60
Mar 2015 0.50 2.80 4.60 4.70
Jun 2015 0.50 2.80 4.70 4.80
Sep 2015 0.50 2.90 4.80 4.90
Dec 2015 0.50 3.00 4.90 5.00
Mar 2016 0.50 3.20 5.00 5.10
Jun 2016 0.50 3.30 5.10 5.20
Sep 2016 0.75 3.50 5.10 5.20
Dec 2016 1.00 3.60 5.10 5.20
Mar 2017 1.25 3.70 5.20 5.30

The economic outlook, according to Capita, is as follows: 

Until 2013, the economic recovery in the UK since 2008 had been the worst and slowest 
recovery in recent history. However, growth has rebounded during 2013 to surpass all 
expectations, propelled by recovery in consumer spending and the housing market.  Forward 
surveys are also currently very positive in indicating that growth prospects are strong for 
2014, not only in the UK economy as a whole, but in all three main sectors, services, 
manufacturing and construction.  This is very encouraging as there does need to be a 
significant rebalancing of the economy away from consumer spending to construction, 
manufacturing, business investment and exporting in order for this start to recovery to 
become more firmly established. One drag on the economy is that wage inflation continues to 
remain significantly below CPI inflation so disposable income and living standards are under 
pressure, although income tax cuts have ameliorated this to some extent. This therefore 
means that labour productivity must improve significantly for this situation to be corrected by 
the warranting of increases in pay rates. The US, the main world economy, faces similar debt 
problems to the UK, but thanks to reasonable growth, cuts in government expenditure and 
tax rises, the annual government deficit has been halved from its peak without appearing to 
do too much damage to growth 

The current economic outlook and structure of market interest rates and government debt 
yields have several key treasury mangement implications: 

• As for the Eurozone, concerns have subsided considerably in 2013.  However, sovereign 
debt difficulties have not gone away and major concerns could return in respect of any 
countries that do not dynamically address fundamental issues of low growth, international 
uncompetitiveness and the need for overdue reforms of the economy (as Ireland has done).  
It is, therefore, possible over the next few years that levels of government debt to GDP ratios 
could continue to rise to levels that could result in a loss of investor confidence in the financial 
viability of such countries.  This could mean that sovereign debt concerns have not 
disappeared but, rather, have only been postponed. Counterparty risks therefore remain 
elevated.  This continues to suggest the use of higher quality counterparties for shorter time 
periods; 

• Investment returns are likely to remain relatively low during 2014/15 and beyond; 

• Borrowing interest rates have risen significantly during 2013 and are on a rising trend.  
The policy of avoiding new borrowing by running down spare cash balances  has served 
well over the last few years.  However, this needs to be carefully reviewed to avoid 
incurring even higher borrowing costs, which are now looming ever closer, where 
authorities will not be able to avoid new borrowing to finance new capital expenditure 
and/or to refinance maturing debt, in the near future; 
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• There will remain a cost of carry to any new borrowing which causes an increase in 
investments as this will incur a revenue loss between borrowing costs and investment 
returns. 

3.4 Borrowing strategy  

The PCC is currently maintaining an under-borrowed position.  This means that the capital 
borrowing need (the Capital Financing Requirement) has not been fully funded with loan debt 
as cash supporting the PCC’s reserves, balances and cash flow has been used as a 
temporary measure.  This strategy is prudent as, currently, investment returns are low and 
counterparty risk is relatively high. 

Against this background and the risks within the economic forecast, caution will be adopted 
with the 2014/15 treasury operations.  The Acting Chief Finance Officer will monitor interest 
rates in financial markets and adopt a pragmatic approach to changing circumstances: 

• if it was felt that there was a significant risk of a sharp FALL in long and short term rates
(e.g. due to a marked increase of risks around relapse into recession or of risks of 
deflation), then long term borrowings will be postponed, and potential rescheduling from 
fixed rate funding into short term borrowing will be considered. 

• if it was felt that there was a significant risk of a much sharper RISE in long and short 
term rates than that currently forecast, perhaps arising from a greater than expected 
increase in the anticipated rate to US tapering of asset purchases, or in world economic 
activity or a sudden increase in inflation risks, then the portfolio position will be re-
appraised with the likely action that fixed rate funding will be drawn whilst interest rates 
are still lower than they will be in the next few years

Any decisions will be reported to the PCC at the next available opportunity. 

For budget planning purposes we have assumed that maturing loans in 2014/15 (£5.4m) and 
2015/16 (£4.725m) will be replaced by new external loans but, in line with the draft capital 
programme report as presented to the Level 1 meeting on 6

th
 November 2013, we are not 

planning on using external borrowing to finance the capital programme in future years. 

Adopting this approach will mean that level of under-borrowing will fall from its current (31st 
March 2014) level of £10.442m to around £6.933m by the end of 2016/17, due to the 
statutory annual transfer of monies from the revenue account (i.e. the Minimum Revenue 
Provision) that will reduce the CFR, all other things remaining equal.     

Treasury management limits on activity 

There are three debt related treasury activity limits.  The purpose of these are to restrain the 
activity of the treasury function within certain limits, thereby managing risk and reducing the 
impact of any adverse movement in interest rates.  However, if these are set to be too 
restrictive they will impair the opportunities to reduce costs / improve performance.  The 
indicators are: 

• Upper limits on variable interest rate exposure. This identifies the maximum limit for 
variable interest rates for both borrowing and investments.    

• Upper limits on fixed interest rate exposure.  This is similar to the previous indicator 
and covers a maximum limit on fixed interest rates;

• Maturity structure of borrowing. These gross limits are set to reduce the PCC’s 
exposure to large fixed rate sums falling due for refinancing, and are required for 
upper and lower limits.   

The PCC is asked to approve the following treasury indicators and limits: 
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Table 11 2014/15 2015/16 2016/17 

Interest rate exposures 

Upper Upper Upper

Limits on fixed interest rates: 
• Debt only 
• Investments only 

100%
100%

100%
100%

100%
100%

Limits on variable interest rates 
• Debt only 
• Investments only 

50%
100%

50%
100%

50%
100%

Maturity structure of fixed interest rate borrowing 2014/15 

Lower Upper 

Under 12 months 0% 50% 

12 months to 2 years 0% 50% 
2 years to 5 years 0% 50% 
5 years to 10 years 0% 50% 
10 years and above 0% 100% 
Maturity structure of variable interest rate borrowing 2014/15 

Lower Upper 

Under 12 months 0% 100% 

12 months to 2 years 0% 100% 

2 years to 5 years 0% 100% 

5 years to 10 years 0% 100% 

10 years and above 0% 100% 

3.5 Policy on borrowing in advance of need  

Since the PCC is not planning to borrow to finance its capital programme over the next three 
years there is no requirement currently to borrow in advance of need. 

3.6 Debt rescheduling 

As short term borrowing rates will be considerably cheaper than longer term fixed interest 
rates, there may be potential opportunities to generate savings by switching from long term 
debt to short term debt.  However, these savings will need to be considered in the light of the 
current treasury position and the size of the cost of debt repayment (premiums incurred).  

The reasons for any rescheduling to take place will include:  

• the generation of cash savings and / or discounted cash flow savings; 
• helping to fulfil the treasury strategy; 
• enhance the balance of the portfolio (amend the maturity profile and/or the balance of 

volatility). 

Any rescheduling undertaken will be reported to the PCC in the next quarterly performance 
update 

4 ANNUAL INVESTMENT STRATEGY 

4.1 Investment policy 

The PCC’s investment policy has regard to the Department for Communities and Local 
Government (CLG) ‘Guidance on Local Government Investments’ (“the Guidance”) and the 
2011 revised CIPFA Treasury Management in Public Services Code of Practice and Cross 
Sectoral Guidance Notes (“the CIPFA TM Code”).  The PCC’s investment priorities will be 
security first, liquidity second and then return. 
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In accordance with the above and in order to minimise the risk to investments, the PCC 
clearly stipulates the minimum acceptable credit quality of counterparties for inclusion on the 
lending list. The creditworthiness methodology used to create the counterparty list fully 
accounts for the credit ratings, watches and outlooks published by all three ratings agencies 
with a full understanding of what these reflect in the eyes of each agency. Using the Capita 
ratings service, potential counterparty ratings are monitored on a real time basis with 
knowledge of any changes notified electronically as the agencies notify modifications. 

Furthermore, the PCC’s officers recognise that ratings should not be the sole determinant of 
the quality of an institution and that it is important to continually assess and monitor the 
financial sector on both a micro and macro basis and in relation to the economic and political 
environments in which institutions operate. The assessment will also take account of 
information that reflects the opinion of the markets. To this end the PCC will engage with its 
advisors to maintain a monitor on market pricing such as “credit default swaps” and overlay 
that information on top of the credit ratings. This is fully integrated into  the credit 
methodology provided by the advisors, Capita Asset Services, in producing its colour codings 
which show the varying degrees of suggested creditworthiness. 

Other information sources used will include the financial press, share price and other such 
information pertaining to the banking sector in order to establish the most robust scrutiny 
process on the suitability of potential investment counterparties. 

The aim of the strategy is to generate a list of highly creditworthy counterparties which will 
also enable diversification and thus avoidance of concentration risk. 

The intention of the strategy is to provide security of investment and minimisation of risk. 

Investment instruments identified for use in the financial year are listed in Appendix 5.2 under 
the ‘specified’ and ‘non-specified’ investments categories. Counterparty limits will be as set 
through the PCC’s treasury management practices.  

4.2 Creditworthiness policy  

The PCC applies the creditworthiness service provided by Capita Asset Services.  This 
service employs a sophisticated modelling approach utilising credit ratings from the three 
main credit rating agencies - Fitch, Moody’s and Standard and Poor’s.  The credit ratings of 
counterparties are supplemented with the following overlays:  

• credit watches and credit outlooks from credit rating agencies; 
• CDS spreads to give early warning of likely changes in credit ratings; 
• sovereign ratings to select counterparties from only the most creditworthy countries. 

This modelling approach combines credit ratings, credit watches and credit outlooks in a 
weighted scoring system which is then combined with an overlay of CDS spreads for which 
the end product is a series of colour coded bands which indicate the relative creditworthiness 
of counterparties.  These colour codes are used by the PCC to determine the suggested 
duration for investments. The PCC may therefore use counterparties within the following 
durational bands:  

• Yellow 5 years (this will include the use of local authorities and MMF) 
• Purple  2 years 
• Blue  1 year (only applies to nationalised or semi nationalised UK Banks) 
• Orange 1 year 
• Red  6 months 
• Green  100 days  
• No colour  not to be used  
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The Capita creditworthiness service uses a wider array of information than just primary 
ratings and by using a risk weighted scoring system, does not give undue preponderance to 
just one agency’s ratings. 

Typically the minimum credit ratings criteria the PCC will use will be a short term rating (Fitch 
or equivalents) of  F1, long term rating A-, viability rating of A- and a support rating of 1. 
There may be occasions when the counterparty ratings from one rating agency are 
marginally lower than these ratings but may still be used.  In these instances consideration 
will be given to the whole range of ratings available, or other topical market information, to 
support their use. 

All credit ratings will be monitored daily. The Office of the PCC is alerted to changes to 
ratings of all three agencies through its use of the Capita creditworthiness service.  

• if a downgrade results in the counterparty / investment scheme no longer meeting the 
PCC’s minimum criteria, its further use as a new investment will be withdrawn 
immediately. 

• in addition to the use of credit ratings the PCC will be advised of information in 
movements in credit default swap spreads against the iTraxx benchmark and other 
market data on a weekly basis. Extreme market movements may result in downgrade 
of an institution or removal from the PCC’s lending list. 

Sole reliance will not be placed on the use of this external service.  In addition this Office of 
the PCC will also use market data and market information, information on government 
support for banks and the credit ratings of that supporting government. 

4.3 Country limits 

The Capita ‘colour coded’ methodology provides a detailed analysis of all global banks and 
sovereign ratings.   

The use of banks from countries that have been awarded an ‘AAA’ sovereign rating provides 
the potential opportunity to invest in countries such as Australia and Canada, whose banks 
have very little exposure to the current Eurozone problems. Where and when appropriate, 
this will enable the PCC to diversify its investment portfolio and, therefore, improve the 
options and ability of the PCC to ensure the security of its assets and improve investment 
returns.  Attached at Section 5.3 is a list of countries that currently qualify for an ‘AAA’ rating.  

The UK is excluded from any stipulated minimum sovereign rating requirement. 

4.4 Investment strategy 

Investments will be made with reference to the core balance and cash flow requirements and 
the outlook for short-term interest rates (i.e. rates for investments up to 12 months).    

Long-term (up to 12 months) investments will continue to be placed with the Bank of Scotland 
Group to take advantage of their enhanced deposit rates. Unless other opportunities arise, 
the majority of other funds will be placed in call accounts, money market funds or short-term 
deposits.    

Bank Rate is forecast to remain unchanged at 0.5% before starting to rise from quarter 2 of 
2016. Bank Rate forecasts for financial year ends (31 March) are:  

• 2013/14   0.50% 
• 2014/15   0.50% 
• 2015/16   0.50% 
• 2016/17   1.25% 
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There are upside risks to these forecasts (i.e. start of increases in Bank Rate occurs sooner) 
if economic growth remains strong and unemployment falls faster than expected.  However, 
should the pace of growth fall back, there could be downside risk, particularly if Bank of 
England inflation forecasts for the rate of fall of unemployment were to prove to be too 
optimistic. 

The suggested budgeted investment earnings rates for returns on investments placed for 
periods up to 100 days during each financial year for the next three years are as follows:  

• 2014/15 0.50%   
• 2015/16 0.50%   
• 2016/17 1.00% 

Investment treasury indicator and limit - total principal funds invested for greater than 364 
days. These limits are set with regard to the PCC’s liquidity requirements and to reduce the 
need for early sale of an investment, and are based on the availability of funds after each 
year-end. A limit of £10m is recommended in order to provide officers with flexibility to take 
advantage of time and cash limited offers from the Bank of Scotland which sometimes 
exceed 364 days when initially offered.  

The PCC is asked to approve the treasury indicator and limit:  

Table 12 - Maximum principal sums invested > 364 days

2014/15 2015/16 2016/17 

Principal sums invested  £10m £10m £10m 

4.5 Icelandic bank investments  

In May 2008 TVP invested £5m in the Icelandic bank, Landsbanki, which subsequently went into 
administration in October 2008.  The Icelandic Supreme Court determined that UK local authority 
deposits in Lansdbanki should be treated as priority creditors. As such, the Winding up Board of 
Landsbanki will return our full  £5m deposit, plus interest up till April 2009, albeit on a phased 
basis until December 2019. To date, £2.762m has been repaid.  

4.6 Investment risk benchmarking 

The PCC has approved benchmarks for investment Security, Liquidity and Yield.   

These benchmarks are simple guideline targets (not limits) and so may be breached from 
time to time, depending on movements in interest rates and counterparty criteria.  The 
purpose of the benchmark is that officers will monitor the current and trend position, and 
amend the operational strategy depending on any changes.   

The proposed benchmarking targets for 2014/15 are set out below: 

a) Security - the PCC’s maximum security risk benchmark for the current portfolio, 
when compared to historic default tables, is: 
� 0.10% historic risk of default when compared to the whole portfolio. 

b) Liquidity – in respect of this area the OPCC seeks to maintain: 
� Bank overdraft limit - £0.25m 
� Liquid short term deposits, including the receipt of government grants and/or 

council tax precept income, of at least £5m available within one week. 
� ‘Weighted Average Life’ benchmark - 6 months, with a maximum of 1 year. 

c) Yield – performance target is to achieve: 
� an average return above the weighted average 7 day and 12 month LIBID rates 

(i.e. the bespoke TVP benchmark) 
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Any breach of the indicators or limits will be reported to the PCC, with supporting reasons, in 
the quarterly performance monitoring reports. Members of the Joint Independent Audit 
Committee will also be notified.  

4.7 End of year investment report 

At the end of the financial year  the Chief Finance Officer will report on the investment activity 
as part of his Annual Treasury Report.  
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5 Appendices

5.1 Economic background (as provided by Capita on 13.1.14)

THE UK ECONOMY 

Economic growth.  Until 2013, the economic recovery in the UK since 2008 had been the 
worst and slowest recovery in recent history. However, growth strongly rebounded in 2013 - 
quarter 1 (+0.3%), 2 (+0.7%) and 3 (+0.8%), to surpass all expectations as all three main 
sectors, services, manufacturing and construction contributed to this strong upturn.  The 
Bank of England  has, therefore, upgraded growth forecasts in the August and November 
quarterly Inflation Reports for 2013 from 1.2% to 1.6% and for 2014 from 1.7% to 2.8%, 
(2015 unchanged at 2.3%).  The November Report stated that: -  

In the United Kingdom, recovery has finally taken hold. The economy is growing 
robustly as lifting uncertainty and thawing credit conditions start to unlock pent-up 
demand. But significant headwinds — both at home and abroad — remain, and there 
is a long way to go before the aftermath of the financial crisis has cleared and 
economic conditions normalise. That underpins the MPC’s intention to maintain the 
exceptionally stimulative stance of monetary policy until there has been a substantial 
reduction in the degree of economic slack. The pace at which that slack is eroded, 
and the durability of the recovery, will depend on the extent to which productivity picks 
up alongside demand. Productivity growth has risen in recent quarters, although 
unemployment has fallen by slightly more than expected on the back of strong output 
growth. 

Forward surveys are currently very positive in indicating that growth prospects are also strong 
for 2014, not only in the UK economy as a whole, but in all three main sectors, services, 
manufacturing and construction.  This is very encouraging as there does need to be a 
significant rebalancing of the economy away from consumer spending to construction, 
manufacturing, business investment and exporting in order for this start to recovery to 
become more firmly established. One drag on the economy is that wage inflation continues to 
remain significantly below CPI inflation so disposable income and living standards are under 
pressure, although income tax cuts have ameliorated this to some extent. This therefore 
means that labour productivity must improve significantly for this situation to be corrected by 
the warranting of increases in pay rates.   

Forward guidance.  The Bank of England issued forward guidance in August which stated 
that the Bank will not start to consider raising interest rates until the jobless rate (Labour 
Force Survey / ILO i.e. not the claimant count measure) has fallen to 7% or below.  This 
would require the creation of about 750,000 jobs and was forecast to take three years in 
August, but revised to possibly quarter 4 2014 in November. The UK unemployment rate has 
already fallen to 7.4% on the three month rate to October 2013 (although the rate in October 
alone was actually 7.0%).   The Bank's guidance is subject to three provisos, mainly around 
inflation; breaching any of them would sever the link between interest rates and 
unemployment levels.  This actually makes forecasting Bank Rate much more complex given 
the lack of available reliable forecasts by economists over a three year plus horizon. The 
recession since 2007 was notable for how unemployment did NOT rise to the levels that 
would normally be expected in a major recession and the August Inflation Report noted that 
productivity had sunk to 2005 levels.  There has, therefore, been a significant level of 
retention of labour, which will mean that there is potential for a significant amount of GDP 
growth to be accommodated without a major reduction in unemployment.  However, it has 
been particularly encouraging that the strong economic growth in 2013 has also been 
accompanied by a rapid increase in employment and forward hiring indicators are also 
currently very positive.  It is therefore increasingly likely that early in 2014, the MPC will need 
to amend its forward guidance by reducing its 7.0% threshold rate and/or by adding further 
wording similar to the Fed’s move in December (see below).  
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Credit conditions.  While Bank Rate has remained unchanged at 0.5% and quantitative 
easing has remained unchanged at £375bn in 2013, the Funding for Lending Scheme (FLS) 
was extended to encourage banks to expand lending to small and medium size enterprises.  
The second phase of Help to Buy aimed at supporting the purchase of second hand 
properties, will also start in earnest in January 2014.  These measures have been so 
successful in boosting the supply of credit for mortgages, and so of increasing house 
purchases, (though levels are still far below the pre-crisis level), that the Bank of England 
announced at the end of November that the FLS for mortgages would end in February 2014. 
While there have been concerns that these schemes are creating a bubble in the housing 
market, house price increases outside of London and the south-east have been much 
weaker.  However, bank lending to small and medium enterprises continues to remain weak 
and inhibited by banks still repairing their balance sheets and anticipating tightening of 
regulatory requirements. 

Inflation.  Inflation has fallen from a peak of 3.1% in June 2013 to 2.1% in November. It is 
expected to remain near to the 2% target level over the MPC’s two year time horizon. 
AAA rating. The UK has lost its AAA rating from Fitch and Moody’s but that caused little 
market reaction.   

THE GLOBAL ECONOMY 

The Eurozone (EZ).  The sovereign debt crisis has eased considerably during 2013 which 
has been a year of comparative calm after the hiatus of the Cyprus bailout in the spring.  In 
December, Ireland escaped from its three year EZ bailout programme as it had dynamically 
addressed the need to substantially cut the growth in government debt, reduce internal price 
and wage levels and promote economic growth.  The EZ finally escaped from seven quarters 
of recession in quarter 2 of 2013 but growth is likely to remain weak and so will dampen UK 
growth.  The ECB’s pledge to buy unlimited amounts of bonds of countries which ask for a 
bail out has provided heavily indebted countries with a strong defence against market forces.  
This has bought them time to make progress with their economies to return to growth or to 
reduce the degree of recession.  However, debt to GDP ratios (2012 figures) of Greece 
176%, Italy 131%, Portugal 124%, Ireland 123% and Cyprus 110%, remain a cause of 
concern, especially as many of these countries are experiencing continuing rates of increase 
in debt in excess of their rate of economic growth i.e. these debt ratios are continuing to 
deteriorate.  Any sharp downturn in economic growth would make these countries particularly 
vulnerable to a new bout of sovereign debt crisis.  It should also be noted that Italy has the 
third biggest debt mountain in the world behind Japan and the US.  Greece remains 
particularly vulnerable and continues to struggle to meet EZ targets for fiscal correction.  
Whilst a Greek exit from the Euro is now improbable in the short term, as Greece has made 
considerable progress in reducing its annual government deficit and a return towards some 
economic growth, some commentators still view an eventual exit as being likely. There are 
also concerns that austerity measures in Cyprus could also end up in forcing an exit.  The 
question remains as to how much damage an exit by one country would do and whether 
contagion would spread to other countries.  However, the longer a Greek exit is delayed, the 
less are likely to be the repercussions beyond Greece on other countries and on EU banks.   

Sentiment in financial markets has improved considerably during 2013 as a result of firm 
Eurozone commitment to support struggling countries and to keep the Eurozone intact.  
However, the foundations to this current “solution” to the Eurozone debt crisis are still weak 
and events could easily conspire to put this into reverse.  There are particular concerns as to 
whether democratically elected governments will lose the support of electorates suffering 
under EZ imposed austerity programmes, especially in countries like Greece and Spain 
which have unemployment rates of over 26% and unemployment among younger people of 
over 50%.  The Italian political situation is also fraught with difficulties in maintaining a viable 
coalition which will implement an EZ imposed austerity programme and undertake overdue 
reforms to government and the economy. There are also concerns over the lack of political 
will in France to address issues of poor international competitiveness,  
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USA.  The economy has managed to return to robust growth in Q2 2013 of 2.5% y/y and 
4.1% y/y in Q3, in spite of the fiscal cliff induced sharp cuts in federal expenditure that kicked 
in on 1 March, and increases in taxation.  The Federal Reserve therefore decided in 
December to reduce its $85bn per month asset purchases programme of quantitative easing 
by $10bn.  It also amended its forward guidance on its pledge not to increase the central rate 
until unemployment falls to 6.5% by adding that there would be no increases in the central 
rate until ‘well past the time that the unemployment rate declines below 6.5%, especially if 
projected inflation continues to run below the 2% longer run goal’. Consumer, investor and 
business confidence levels have all improved markedly in 2013.  The housing market has 
turned a corner and house sales and increases in house prices have returned to healthy 
levels.  Many house owners have, therefore, been helped to escape from negative equity and 
banks have also largely repaired their damaged balance sheets so that they can resume 
healthy levels of lending. All this portends well for a reasonable growth rate looking forward. 

China.  There are concerns that Chinese growth could be on an overall marginal downward 
annual trend. There are also concerns that the new Chinese leadership have only started to 
address an unbalanced economy which is heavily dependent on new investment expenditure, 
and for a potential bubble in the property sector to burst, as it did in Japan in the 1990s, with 
its consequent impact on the financial health of the banking sector. There are also concerns 
around the potential size, and dubious creditworthiness, of some bank lending to local 
government organisations and major corporates. This primarily occurred during the 
government promoted expansion of credit, which was aimed at protecting the overall rate of 
growth in the economy after the Lehmans crisis. 

Japan.  The initial euphoria generated by “Abenomics”, the huge QE operation instituted by 
the Japanese government to buy Japanese debt, has tempered as the follow through of 
measures to reform the financial system and the introduction of other economic reforms, 
appears to have stalled.  However, at long last, Japan has seen a return to reasonable 
growth and positive inflation during 2013 which augurs well for the hopes that Japan can 
escape from the bog of stagnation and deflation and so help to support world growth.  The 
fiscal challenges though are huge; the gross debt to GDP ratio is about 245% in 2013 while 
the government is currently running an annual fiscal deficit of around 50% of total 
government expenditure.  Within two years, the central bank will end up purchasing about 
Y190 trillion (£1,200 billion) of government debt. In addition, the population is ageing due to a 
low birth rate and, on current trends, will fall from 128m to 100m by 2050. 

CAPITA ASSET SERVICES FORWARD VIEW  

Economic forecasting remains difficult with so many external influences weighing on the UK. 
Major volatility in bond yields is likely to endure as investor fears and confidence ebb and flow 
between favouring more risky assets i.e. equities, and safer bonds.  

There could well be volatility in gilt yields over the next year as financial markets anticipate 
further tapering of asset purchases by the Fed.  The timing and degree of tapering could 
have a significant effect on both Treasury and gilt yields.  Equally, while the political deadlock 
and infighting between Democrats and Republicans over the budget has almost been 
resolved the raising of the debt limit, has only been kicked down the road. A final resolution of 
these issues could have a significant effect on gilt yields during 2014. 
The longer run trend is for gilt yields and PWLB rates to rise, due to the high volume of gilt 
issuance in the UK, and of bond issuance in other major western countries.  Increasing 
investor confidence in economic recovery is also likely to compound this effect as a 
continuation of recovery will further encourage investors to switch back from bonds to 
equities.   

The overall balance of risks to economic recovery in the UK is currently evenly weighted. 
However, only time will tell just how long this period of strong economic growth will last; it 
also remains exposed to vulnerabilities in a number of key areas. 
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The interest rate forecasts in this report are based on an initial assumption that there will not 
be a major resurgence of the EZ debt crisis, or a break-up of the EZ, but rather that there will 
be a managed, albeit painful and tortuous, resolution of the debt crisis where EZ institutions 
and governments eventually do what is necessary - but only when all else has been tried and 
failed. Under this assumed scenario, growth within the EZ will be tepid for the next couple of 
years and some EZ countries experiencing low or negative growth, will, over that time period, 
see a significant increase in total government debt to GDP ratios.  There is a significant 
danger that these ratios could rise to the point where markets lose confidence in the financial 
viability of one, or more, countries. However, it is impossible to forecast whether any 
individual country will lose such confidence, or when, and so precipitate a resurgence of the 
EZ debt crisis.  While the ECB has adequate resources to manage a debt crisis in a small EZ 
country, if one, or more, of the large countries were to experience a major crisis of market 
confidence, this would present a serious challenge to the ECB and to EZ politicians. 

Downside risks currently include:  

• UK strong economic growth is currently very dependent on consumer spending and 
recovery in the housing market.  This is unlikely to endure much beyond 2014 as most 
consumers are maxed out on borrowing and wage inflation is less than CPI inflation, so 
disposable income is being eroded. 

• A weak rebalancing of UK growth to exporting and business investment causing a major 
weakening of overall economic growth beyond 2014 

• Weak growth or recession in the UK’s main trading partners - the EU and US, depressing 
economic recovery in the UK. 

• Prolonged political disagreement over the raising of the US debt ceiling. 
• A return to weak economic growth in the US, UK and China causing major disappointment 

in investor and market expectations. 
• A resurgence of the Eurozone sovereign debt crisis caused by ongoing deterioration in 

government debt to GDP ratios to the point where financial markets lose confidence in the 
financial viability of one or more countries and in the ability of the ECB and Eurozone 
governments to deal with the potential size of the crisis. 

• The potential for a significant increase in negative reactions of populaces in Eurozone 
countries against austerity programmes, especially in countries with very high 
unemployment rates e.g. Greece and Spain, which face huge challenges in engineering 
economic growth to correct their budget deficits on a sustainable basis. 

• The Italian political situation is frail and unstable; this will cause major difficulties in 
implementing austerity measures and a programme of overdue reforms.  Italy has the third 
highest government debt mountain in the world. 

• Problems in other Eurozone heavily indebted countries (e.g. Cyprus and Portugal) which 
could also generate safe haven flows into UK gilts, especially if it looks likely that one, or 
more countries, will need to leave the Eurozone. 

• A lack of political will in France, (the second largest economy in the EZ), to dynamically 
address fundamental issues of low growth, poor international uncompetitiveness and the 
need for overdue reforms of the economy. 

• Monetary policy action failing to stimulate sustainable growth in western economies, 
especially the Eurozone and Japan. 

• Geopolitical risks e.g. Syria, Iran, North Korea, which could trigger safe haven flows back 
into bonds. 

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

• A sharp upturn in investor confidence that sustainable robust world economic growth is 
firmly expected, causing a surge in the flow of funds out of bonds into equities. 
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• A reversal of Sterling’s safe-haven status on a sustainable improvement in financial 
stresses in the Eurozone. 

• UK inflation being significantly higher than in the wider EU and US, causing an increase in 
the inflation premium inherent to gilt yields. 

• In the longer term – an earlier than currently expected reversal of QE in the UK; this could 
initially be implemented by allowing gilts held by the Bank to mature without reinvesting in 
new purchases, followed later by outright sale of gilts currently held. 
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5.2 Credit and Counterparty Risk Management 

Specified and Non-Specified Investments and Limits 

Specified Investments 

‘Specified’ investments are sterling investments of not more than one year maturity made 
with any institution meeting the minimum ‘high’ quality criteria where applicable 

Non-Specified Investments 

These are any investments which do not meet the specified investment criteria.  A maximum 
of 50% will be held in aggregate in non-specified investment 

A variety of investment instruments will be used, subject to the credit quality of the institution, 
and depending on the type of investment made it will fall into one of the above categories. 

The proposed criteria for (a) Specified and (b) Non-Specified investments are presented 
below for approval.  

a) Specified Investments  

These investments are sterling investments of not more than one-year maturity, or those 
which could be for a longer period but where the PCC has the right to be repaid within 12 
months if it wishes.   

Minimum credit 
criteria / colour 

band 

Maximum 
investment per 

institution 

Maximum 
maturity 
period 

DMADF – UK Government N/A No limit 6 months 

Money Market Funds AAA by at least 2 
rating agencies and 
minimum asset 
base of £500m 

£25m or 1% of 
total asset base 
whichever is the 
lower figure 

Liquid (instant 
access) 

Local authorities N/A £10m 1 year 

Term deposits with banks and building 
societies  

Yellow 

Purple 
Blue 
Orange  
Red  
Green 

See above for 
MMF and LAs 
£30m 
£40m 
£30m 
£20m 
£15m 

Up to 1 years 

Up to 1 year 
Up to 1 year 
Up to 1 year 
Up to 6 months 
Up to 3 months 

b) Non-Specified Investments  

Non-specified investments are any other type of investment (i.e. not defined as ‘specified’ 
above). The identification and rationale supporting the selection of these other investments, 
and the maximum limits to be applied, are set out below.  

Non-specified investments would include any sterling investments with: 
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Minimum credit 
criteria / colour 

band 

Maximum 
investment per 

institution 

Maximum 
maturity period 

The PCC’s own banker if it fails to 
meet the basic credit criteria.  In this 
instance balances will be minimised as 
far as is possible. 

 Minimal  

Local authorities N/A £10m 5 years 

Term deposits with banks and building 
societies  

Yellow 

Purple 

See above for 
LAs 
£30m 

Up to 5 years 

Up to 2 years 
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5.3 Approved Countries for investments 

AAA                     
• Australia 
• Canada 
• Denmark 
• Finland 
• Germany 
• Luxembourg 
• Norway 
• Singapore 
• Sweden 
• Switzerland 
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