
  Agenda Item No. 18 

To:  Joint Audit Committee 

Date:  16 March 2021 

By:  Chief Finance Officer 

Title: Treasury Management Strategy 2021/22 incorporating 
the Capital Strategy 

Purpose of Report: 

This report presents the Joint Audit Committee with the Treasury 
Management Strategy Statement 2021/22. 

Terms of Reference: 

The Joint Audit Committee (JAC) provides independent assurance to the 
Police and Crime Commissioner (PCC) and Chief Constable and helps to 
ensure efficient, effective and adequate assurance arrangements are in 
place for good governance and financial standards. 

In effectively discharging its function, the JAC terms of reference point 10 
within the section on Financial Arrangements notes that the Committee is 
responsible for: 

‘Ensuring that an effective system of scrutiny is in place in respect of 
Treasury Management, strategy, policies and practices.’

Recommendation: 

The Joint Audit Committee is asked to review and comment on the 2021/22 
Treasury Management Strategy Statement prior to approval by the PCC. 

1 Introduction 

1.1 Treasury management is defined as: “The management of the Police 
and Crime Commissioner’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 This consists of two main functions: 

 To ensure that cash flow supporting the budget is adequately 
planned, with cash being available to meet commitments when it 
is needed.  Surplus monies are invested at low risk, with due 
consideration to liquidity and rate of return. 

 The second main function of treasury management is the funding 
of the PCC’s capital plans.  These capital plans provide a guide to 
the borrowing need and monitoring longer term cash flow to 
ensure that the PCC can meet capital spending plans. 

1.3 The 2021/22 Treasury Management Strategy (The Strategy) sets out 
in detail how those functions will be met, by whom and when. 

1.4 The Strategy has been prepared with the support of our expert 
treasury management advisers Link Group and it can be found 
attached at Appendix A. 

1.5 Capital Strategy – The 2017 Prudential Code introduced a new 
requirement to produce an annual capital strategy as a high level 
corporate document dealing with the key areas of strategic context, 
corporate priorities, capital investment ambition, available resources, 
affordability, capacity to deliver, risk appetite, risk management, and 
determining an appropriate split between non-financial and treasury 
management investments in the context of ensuring the long term 
financial sustainability of the PCC.  This is presented at Appendix B. 

1.6 IFRS 9 Financial Instruments - This TMSS has been updated as a 
result of the change in accounting standards for 2020/21 under IFRS 
9. The PCC will consider the implications of investment instruments 
which could result in an adverse movement in the value of the 
amount invested and resultant charges at the end of the year to the 
General Fund. [In November 2018 the Ministry of Housing, 
Communities and Local Government (MHCLG), concluded a 
consultation for a temporary override to allow English local 
authorities time to adjust their portfolio of all pooled investments by 
announcing a statutory override to delay implementation of IFRS 9 
for five years ending 31.3.23.] 

2. Key Changes for this new TMSS 2021/22 

2.1 Up to this point the PCC has funded most capital investment from 
internal cash balances, having delayed borrowing beyond the existing 
loan of £4.5m from PWLB. This has been highly cost effective for 
several years by reducing external interest costs but is no longer 
sustainable in the short to medium term. 

2.2 The PCC expects to need £60.6m to finance the current capital 
investment plans over the next four financial years of which £27.1m 
is anticipated to be raised via borrowing. 



2.3 The Treasury Management Strategy and Capital Strategy sets out 
how the PCC will manage all borrowing and investment in accordance 
with the CIPFA Prudential Code for Capital Finance, CIPFA Treasury 
Management Code and Local Government Act. 

2.4 The estimated costs of borrowing including those that must be set 
aside as determined by legislation are included in the MTFS 2021-25. 

2.5 The TMSS also includes in section 4.5 and 5.2 reference to negative 
interest rates which is a tactic that the Bank of England has raised. 

2.6 I would also highlight on page 36 - Borrowing for capital expenditure.   
As Link’s long-term forecast for Bank Rate is 2.00%, and all PWLB 
rates are under 2.00%, there is now value in borrowing from the 
PWLB for all types of capital expenditure for all maturity periods, 
especially as current rates are near to historic lows. The PCC will 
assess its risk appetite in conjunction with budgetary pressures to 
reduce total interest costs.  Although short-term interest rates are 
cheapest, longer-term borrowing could also be undertaken for the 
purpose of certainty, where that is desirable, or for flattening the 
profile of a heavily unbalanced maturity profile. 

2.7 The focus of the reporting cycle throughout the year will therefore 
change in emphasis from investment returns to borrowing activities. 

Contact details 

Contact: Iain McCulloch, Chief Finance Officer, PCC for Sussex 
Email: Iain.McCulloch@sussex-pcc.gov.uk


