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                                                                                                                                              APPENDIX H 
 

 
 

THE OFFICE OF THE POLICE AND CRIME COMMISSIONER FOR SUFFOLK 
 
ANNUAL TREASURY MANAGEMENT STRATEGY & PRUDENTIAL INDICATORS 2015-16 
 

1. INTRODUCTION 
 
1.1 The Office of the Police and Crime Commissioner for Suffolk (PCC) has prepared this 

document under the recommendations of the CIPFA Treasury Management in the Public 
Services: Code of Practice and Cross-Sectoral Guidance Notes, which requires local 
authorities to produce a treasury management strategy for the year ahead. 

 
1.2 The aim of this document is to ensure that treasury management is led by a clear and 

integrated strategy, and recognition of the pre-existing structure of the PCC’s borrowing and 
investment portfolios. 

 
 
2.   TREASURY MANAGEMENT OVERVIEW 
 
 
2.1 The PCC defines its treasury management activities as 
 

‘The management of the organisation’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.’ 
 

2.2 The primary objectives of the PCC’s Investment Strategy are Security, Liquidity and Yield; 
ensuring the security of the sums invested by implementing a prudent counterparty risk 
policy, whilst retaining adequate liquidity for the day to day cash-flow, and also generating 
the best available yield. 

 
3.   TREASURY MANAGEMENT POLICY 
 
3.1 The PCC regards the successful identification, monitoring and control of risk to be the prime 

criteria by which the effectiveness of its treasury management activities will be measured. 
Accordingly, the analysis and reporting of treasury management activities will focus on their 
risk implications for the PCC, and any financial instruments entered into to manage these 
risks. 

  
3.2 The PCC acknowledges that effective treasury management will provide support towards 

the achievement of its business and service objectives. It is therefore committed to the 
principles of achieving value for money in treasury management, and to employing suitable 
comprehensive performance measurement techniques, within the context of effective risk 
management. 

  
3.3 The PCC will create and maintain suitable treasury management practices (‘TMPs’), setting 

out the manner in which it will seek to achieve those policies and objectives, and prescribing 
how it will manage and control those activities. These are detailed below, and follow the 
recommendations contained in the Code of Practice, subject only to amendment where 
necessary to reflect the particular circumstances of the PCC without materially deviating 
from the Code’s key principles. 
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4.   TREASURY MANAGEMENT PRACTICES 

 
4.1 TMP 1: Risk Management. The responsible officer will design, implement and monitor all 

arrangements for the identification, management and control of treasury management risk, 
and will report, as a matter of urgency, the circumstances of any actual or likely difficulty in 
achieving the PCC’s objectives in this respect. 
 
This includes the following risks; 

 Credit and Counterparty Risk 

 Liquidity Risk  

 Interest Rate Risk 

 Exchange Rate Risk 

 Refinancing Risk 

 Legal and Regulatory Risk 

 Fraud, Error, Corruption and Contingency Management 

 Market Risk 
 

4.2 TMP 2: Performance Management. Treasury management will be the subject of on-going 
analysis of the value added in support of the PCC’s stated business or service objectives. 

 
4.3 TMP 3: Decision Making and Analysis. Full records will be maintained of the PCC’s 

treasury management decisions. 
 

4.4 TMP 4: Approved Instruments, Methods and Techniques. The PCC will undertake its 
treasury management activities by employing only approved instruments, methods and 
techniques as detailed in this document.  

 
4.5 TMP 5: Organisation, clarity & segregation of responsibilities, and dealing 

arrangements. The PCC considers it essential, for the purposes of the effective control 
and monitoring of its treasury management activities, that there is a clarity of 
responsibilities. There will be a clear distinction between those charged with setting policies 
and those charged with their control and implementation, in particular with the execution 
and transmission of funds, the administering of decisions, and the audit and review of the 
treasury management function. If there is a departure from these principles due to a lack of 
resources, the implications are to be properly considered and evaluated. 
The responsible officer will ensure that those engaged in treasury management will follow 
all policies and procedures, that there is proper documentation for all transactions, and that 
procedures exist for the effective transmission of funds. 

 
4.6 TMP 6: Reporting Requirements and Management Information Arrangements. As a 

minimum the PCC will receive an annual report on the strategy and plan to be pursued in 
the coming year as well as a performance review. The PCC will receive regular monitoring 
reports on treasury management activities and risks. 

 
4.7 TMP 7: Budgeting, Accounting and Audit Arrangements. The PCC will account for its 

treasury management activities in accordance with appropriate accounting practices and 
standards. 

 
4.8 TMP8: Cash and Cash flow management. All of the PCC’s funds will be aggregated for 

cash flow and investment purposes. Cash flow projections will be prepared on a regular 
basis and be adequate for compliance with TMP1: Risk Management. 
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4.9 TMP9: Money Laundering. The PCC is alert to the possibility that it may become the 
subject of an attempt to involve it in a transaction involving the laundering of money, and 
will maintain procedures for reporting suspicions. 

 
4.10 TMP10: Training and Qualifications. The PCC recognises the importance of ensuring 

that all staff involved in treasury management are fully equipped to undertake the duties 
and responsibilities allocated to them and have access to relevant training.  

 
4.11 TMP11: Use of External Service Providers. Although brokers are used for market 

information and for the execution of some deals, the PCC recognises that responsibility for 
treasury management decisions remains with itself at all times.  

        
4.12 TMP12: Corporate Governance. The PCC has adopted and implemented the key 

principles of the CIPFA Treasury Management Code of Practice. This together with the 
arrangements detailed in this document, are considered vital to the achievement of proper 
corporate governance in treasury management.  

 
5.   TREASURY MANAGEMENT RESPONSIBILITIES 

 
5.1 The PCC delegates responsibility for the implementation and regular monitoring of its 

treasury management policies and practices to the Chief Finance Officer, and for the 
execution and administration of treasury management decisions to the Financial 
Accountant, who will act in accordance with the PCC’s policy statement and TMPs, CIPFA’s 
Standard of Professional Practice on Treasury Management, and within the guidelines 
outlined in the Bank of England’s Non-Investment Products Code. 

 
6.   INVESTMENT STRATEGY 

 
6.1 It is recommended that the current investment strategy continues in 2015/16, whereby the 

PCC only lends via the money markets, or places funds in direct accounts, with eligible 
institutions on the Approved lending list, i.e. 
 

 UK Government (HM Treasury) 

 Bank of England 

 All Local Authorities 

 CCLA Public Sector Deposit Fund 

 UK Banks and Building Societies (minimum of P-1 rating 
from Moody’s) 

 Wholly owned UK subsidiaries of the above 
 
A full list of approved institutions is shown in Appendix G. The PCC pays an annual 
subscription to the rating agency Moody’s, and is alerted by e-mail of any changes in the 
credit rating for any of its approved institutions. The PCC does not rely solely on this 
service, but supplements it with information gained via brokers in the money markets or 
through research via the internet. The Chief Finance Officer is advised should any concerns 
arise, and the Approved Lending List can be revised immediately if necessary. 

 
6.2 The PCC currently only invests in  
 

        instant access and  fixed notice bank accounts,  

        money market funds (pooled, managed, high quality 
liquid investment accounts) 

        fixed term deposits up to 364 days in duration 

        interest rate collars (fixed term deposits with a minimum 
and maximum rate of interest).  
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Any requirement to invest in additional products must be approved by the Chief Finance 
Officer. 

 
6.3 A reasonable amount should be held on an instant access basis in order for the PCC to meet 

any unexpected needs. Instant access accounts are also preferable during periods of credit 
risk uncertainty in the markets, allowing the PCC to immediately withdraw funds should any 
concern arise over a particular institution. 

 
6.4 Cash flow forecasting will be used to calculate the total available for investment, with a 

balance retained in the PCC’s main bank account to cover the expected net cost of 
forecasted cash flows. 
 

7 INVESTMENT PERFORMANCE 2014-15 
 

7.1 In line with the Treasury Management strategy approved by the PCC, all surplus funds were 
invested with institutions on the Approved Lending List in either instant access / fixed notice 
accounts, money market funds, or fixed term deposits. Despite the government benchmark 
rate of 0.25% (the rate paid by HM Treasury through the Debt Management Office), the 
PCC is expected to achieve a return of around 0.60% for 2014-15, and exceed the budget 
of £100k. 

 
7.2 Whilst the amount available for investment remained at similar levels to that in 2013-14, the 

return achieved in 2014-15 was slightly lower due to the fall in rates on instant access 
accounts, with banks continuing to prefer longer-term funds for liquidity purposes. 

 
7.3 At the start of 2015 short term interest rates remain at or near to the base rate of 0.50%, 

and are not forecast to move significantly during 2015-16. The Bank of England base rate is 
not predicted to start increasing until mid-2015 at the earliest, with only a moderate rise 
expected. 

  
8   BORROWING STRATEGY 

 
 

8.1 The borrowing strategy will comply with the policy agreed by the PCC against the provisions 
of the Prudential Code for Capital Finance. This includes the following as a key minimum 
indicator of prudence: 

 
‘In considering the affordability of its capital plans, the PCC is required to 
consider all of the resources currently available to it or estimated for the future, 
together with the totality of its capital plans, revenue income and revenue 
expenditure forecasts for the forthcoming year and the following two years. The 
authority is also required to consider known significant variations beyond this 
timeframe. This requires the development of three year revenue forecasts as 
well as three year capital expenditure plans. These are rolling scenarios, not 
fixed for three years’. 
 

The PCC has developed forecasts for the forthcoming year and the following four years and 
incorporated these into the prudential code indicators below. 
 

8.2 For the PCC, the borrowing strategy principally relates to long-term loans. Capital 
expenditure in excess of the available capital resources or revenue contributions will 
increase the PCC’s borrowing requirement. 

 
8.3 In May 2010 Suffolk Police Authority borrowed £10m from the Public Works Loan Board 

(PWLB) for a period of 25 years, to fund the purchase of property in conjunction with Suffolk 
County Council. The PWLB is a statutory body operating within the Debt Management 



  

Page 5 of 6 

Office, an Executive Agency of HM Treasury, and its function is to lend money from the 
National Loans Fund to local authorities and other prescribed bodies. This debt is being 
managed as part of the Treasury Management activities. 

 
9 PRUDENTIAL CODE INDICATORS 

 
9.1 The key objectives of the CIPFA Prudential Code for Capital Finance in Local Authorities are 

to ensure that capital plans are affordable, prudent and sustainable. The Code specifies 
indicators that must be used and factors that must be taken into account. Once determined 
these indicators can be changed so long as this is reported to the PCC. As well as capital 
expenditure and debt, the code also requires the PCC to set and monitor performance on 
treasury management 

 
9.2 The main Prudential Indicator in respect of treasury management is that the PCC has 

adopted the CIPFA Treasury Management in the Public Services: Code of Practice and 
Cross-Sectoral Guidance Notes. The recommendations in the Code have been used in 
preparing this document 

 
9.3 There are also four treasury management related indicators, the purpose of which is to 

manage risk and reduce the impact of an adverse movement in interest rates. 
 
 

                     Upper limit for fixed interest rate exposure (% of total invested) 

    2015/16                2016/17                 2017/18                2018/19               2019/20 
 
       100%                   100%                    100%                    100%                   100% 
 

 

                  Upper limit for variable interest rate exposure (% of total invested) 

    2015/16                2016/17                 2017/18                2018/19               2019/20 
 
       100%                   100%                    100%                    100%                   100% 
 

 

                  Upper limit for total principal sums invested over 364 days (£) 

     2015/16                2016/17                 2017/18                2018/19               2019/20 
 
           0                          0                           0                             0                           0 
 

   

Maturity Structures of Borrowing 

             >1 year            1 -  2 years             2-5 years            5-10 years       10+ years 
 
                 0%                     0%                         0%                     0%                   100% 
 

 
9.4 The PCC’s Capital Financing Requirement is a measure of its underlying borrowing need; it is 

the outstanding capital expenditure which is not funded by either revenue or capital receipts, 
or by capital grants. Estimates for the end of the next five years are: 

 

                                             Capital Financing Requirement 

                                                           2015/16    2016/17   2017/18    2018/19    2019/20 
 
Police Investigation Centres (PICS) 
Via Private Finance Initiative (PFI)     £24.1m     £23.8m     £23.5m     £23.1m     £22.7m 
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Other                                                   £11.8m     £11.4m     £11.0m     £10.8m     £10.5m 
 

TOTAL                                                £35.9m     £35.2m     £34.5m     £33.9m    £33.1m 

 
9.5 The PCC is required to approve the Authorised Limits for its expected maximum total 

external borrowing, excluding investments, for the next five years. The Authorised Limits 
will need to provide headroom over and above the Operational Boundary, sufficient for 
unusual cash movements.  

 
9.6  The recommended authorised limits are in the table below and are consistent with the 

PCC’s current commitments, existing plans and the proposals for capital expenditure and 
financing, and with the treasury management policy statement and practices. Figures for 
borrowing and other long-term liabilities are identified separately. 

 

                                      Authorised Limit for External Borrowing 

                                         2015/16         2016/17         2017/18        2018/19    2019/20 
 
Borrowing                          £15.0m          £15.0m          £15.0m         £15.0m     £15.0m 
Other long term 
         liabilities (PFI)           £26.0m          £26.0m          £26.0m        £26.0m      £26.0m 
 

TOTAL                               £41.0m          £41.0m          £41.0m        £41.0m     £41.0m 

 
9.7  The PCC is also required to set an Operational Boundary for external debt for the same 

period, being the projected maximum level of debt. This will always be a lower figure than 
the Authorised Limit for external borrowing. CIPFA guidance states ‘it will not be significant 
if the operational boundary is breached temporarily on occasions due to variations in cash-
flow. However a sustained or regular trend above the operational boundary would be 
significant and should lead to further investigation and action as appropriate’ 
 

                                       Operational Boundary for External Debt 

                                            2015/16      2016/17      2017/18      2018/19     2019/20 
 
Borrowing (PWLB)                £8.6m         £8.4m         £8.1m         £7.8m        £7.4m 
Other long term 
         liabilities (PFI)              £24.1m       £23.8m       £23.5m       £23.1m      £22.7m 
 

TOTAL                                  £32.7m       £32.2m      £31.6m       £30.9m      £30.1m 

 
. 


