
 

 

PUBLIC ACCOUNTABILITY BOARD 

28 February 2022 

 

Report of the Chief Finance Officer  

Budget and Council Tax Precept for 2022/23 

 

1. PURPOSE OF REPORT 
 
1.1 The Police and Crime Commissioner (PCC) is required to approve the 2022/23 budget and issue 

the Council Tax precept by 1 March 2022. 
 

1.2 This report provides the recommendations of the Chief Finance Officer (CFO) in relation to the 
budget for consideration and approval by the PCC. 

 

2.  RECOMMENDATION 
 
 It is recommended that the PCC formally approves the following in accordance with the Local 

Government and Finance Act 1992: 
 
(a) A budget requirement for 2022/23 of £310.7m, as set out in Section 7 of the report; 
(b) A proposed annual increase in the policing element of the Council Tax (the precept) for 

2022/23 of £10 for a Band D property taking it to £223.04 for the year.  This is an increase of 
4.69%; 

(c) To note that most properties in South Yorkshire are in Bands A (57%) and B (17%) and C 
(12%) where the increase would be A 13p per week; B 15p, and C 17p; 

(d) The Reserves Strategy as set out in Appendix D; 
(e) A Capital Strategy and Programme for 2022/23 of £24.9m as set out in Appendix E; 
(f) The Treasury Management Strategy and Minimum Revenue Provision policy statement 

(Appendix F) and the recommendations contained therein; 
f) To note the Chief Finance Officer’s statement on the robustness of estimates as set out in 

Section 8 of the report. 

 
3. SUMMARY OF DECISION MAKING AND CONSULTATION 
 
3.1 The proposals in this report will fulfil the PCC’s duties under the Police Reform and Social 

Responsibility Act 2011 to set the budget, allocate assets and funds to the Chief Constable 
and propose the police element of the precept for the force area. 

 
 
 
 
 



3.2 The 2022/23 budget priorities and precept increase proposed in this report have been 
previously debated and agreed at the following: 

 
  Meeting of South Yorkshire Council Leaders   24 January 2022 
  Police and Crime Panel Budget Familiarisation meeting 25 January 2022 
  Police & Crime Panel      4 February 2022 
 
3.3  The Police & Crime Panel (PCP) agreed to support the proposed precept for 2022/23 at its 

meeting on 4 February 2022.  The full response from the PCP is attached at Appendix A.  It 
should be noted that two figures have changed since the panel’s precept approval, these relate 
to the finalisation of the council tax base, and direct revenue financing, and the panel has been 
notified accordingly. 

 
3.4  The outcomes of consultation exercises with the public regarding the policing priorities and 

policing precept are attached at Appendix B.  Over 2,000 residents have engaged and 
expressed their views.  The responses have been mixed and changed from over two thirds of 
respondents supporting an increase in precept in the priorities survey from October to just 
under half supporting an increase during the precept consultation in recent weeks. 

 
4. POLICE AND CRIME PLAN  
 
4.1 The Police and Crime Plan (Plan) is the key document that sets out the policing priorities for 

the area.  The PCC has produced a new Plan to last until the year beyond the end of his term 
of office (i.e. to 2025).  The draft Plan was presented to the Police and Crime Panel at its 
meeting on 4 February 2022.  While keeping the same overall priorities – protecting vulnerable 
people, tackling crime and anti-social behaviour and treating people fairly – there are also 
some particular areas of focus in the coming year, such as:  

 

• violence against women and girls (VAWG) 

• drugs – and the gangs and serious violence associated with them 

• better representation of the communities of SY – male/female, ethnic minorities 

• Road Safety and speeding  
 
 Further details of the plan have been presented at item seven in this meeting.  
 
 

5. 2022/23 NATIONAL FUNDING SETTLEMENT  
 
5.1  The Home Office police funding settlement for 2022/23 announced additional funding of 

£795.8m, for policing areas, with 31% of this expected to come from increased local taxation, i.e. 
council tax (£246m).  The settlement gives Police and Crime Commissioners (PCCs) in England 
flexibility to increase the policing element of council tax precept locally up to a limit of £10 on a 
Band D property.  Government allocation calculations have assumed the maximum precept 
increase.  The core grant for South Yorkshire amounts to £233.8m, a cash increase of 5.8%, 
which covers the current cost of the additional police officer uplift, national insurance increase, 
and contribution towards pay inflation.  Future funding of the police officer uplift, beyond the 
spending review period, remains uncertain. 

 
5.2 The funding settlement continues to be for one year, despite the three year comprehensive 

spending review (CSR) period.  It is generally felt that the Home Office (and so policing) did as 
well as any department in the three-year Spending Review. But the Treasury has pushed back 
hard and wants to see empirically based results for spending decisions. 

 
5.3 As mentioned above, the Home Office has assumed a £10 increase in precept. Based on the 

latest taxbase estimates from the four Local Authorities in South Yorkshire, after a £10 increase, 
the MTRS includes planned savings of £1.7m in 2022/23, with continuing savings plans for the 
whole of the MTRS period. Despite these savings, we will have to use £1.6m of reserves in 
2022/23 to balance. 



 
5.4 The pensions grant (£2.6m), council tax support and freeze grants continue at ‘flat cash’ rates, but 

the capital grant allocation (previously £0.3m) has now been abolished, and therefore PCCs are 
expected to fund all capital investment. 

 
5.5 The Violence Reduction Unit funding (previously £1.6m) has not yet been announced, and there 

is some uncertainty as to whether an element of local match funding will be required.  Formal 
confirmation of the grant position is expected shortly.  

 
6. POLICE OFFICER NUMBERS 
 
6.1  The government has committed to increase police officer numbers nationally by 20,000 before 

the next general election. The funding settlement is predicated on each police force playing its 
part. Our number for 2022/23 is 202 (of which 11 must go to the Regional Organised Crime 
Unit).  Last year, we committed to increase numbers by a further 79 from our own resources, 
with 18 officers being planned for 2022/23.  This is in addition to recruiting to fill vacancies that 
arise from the ‘business as usual’ existing police officer workforce.  The recruitment profile is 
shown in the table below: 

 

Recruitment 
type 

To March 
2020 

To March 
2021 

To March 
2022 

To March 
2023 

Total 

Assumed 
National 

Allocation 
2,000 4,000 6,000 8,000 20,000 

Business as 
usual (i.e. to 

replace 
leavers) 

154 218 170 178 720 

Local uplift 50 73 79 18 220 

National Uplift 30 121 151 202 504 

Total in year 234 412 400 398 1,444 

 

6.2  All new police officers must either have a degree already, or gain one in training. Sheffield 
Hallam University has been contracted to teach these programmes based on the full uplift of 
police numbers. 

  



7. 2022/23 BUDGET SUMMARY AND PRECEPT PROPOSAL  
 
7.1 The PCC’s proposal is to levy an annual increase in the precept equivalent to £10.00 per 

annum on a Band D property. It is worth noting that, although in South Yorkshire 74% of 
properties are in Bands A or B (57.1% and 17.3% respectively), 33% of Band A households, 
and 17% of Band B households claim a reduction in council tax through the council tax 
reduction schemes1, and these people will be impacted to a lesser extent.  The following table 
shows the proposed precept and weekly increase for each council tax band: 
 

  
Proposed 

Precept 2022/23 
Weekly 

Increase 
Properties in 

each band  

  £ £ % 

Band A 148.69 0.13 57.1 

Band B 173.48 0.15 17.3 

Band C 198.26 0.17 12.2 

Band D 223.04 0.19 7.2 

Band E 272.60 0.24 3.7 

Band F 322.17 0.28 1.6 

Band G 371.73 0.32 0.8 

Band H 446.08 0.38 0.1 

 Total:     100.0 

 
7.2  As part of our annual planning and budget-setting process, Chief Constable Poultney has 

recently submitted her assessment of policing need in South Yorkshire. It starts, 
 

“The key driver is around stability for the force with a key focus on getting the basics right rather 
than radical change - we want our foundations to be deep across all areas of our organisation. 
This doesn’t mean that the force is limiting its vision or ambition, rather that it recognises that 
there has been substantial change over a short period and, add to this the largest change to 
officers numbers, the focus needs to be on consolidation and stability.” 

 
7.3  South Yorkshire Police’s (SYP’s) approach will complement the work of partner organisations 

and service providers commissioned through the PCC’s partnerships and commissioning 
budget. 

 
7.4  The proposed budget of £310.7m includes investment to support the further increase in police 

officer posts of 220 (18+202) in 2022/23 identified in the table above.  Also included is 
investment into prioritised growth relating to essential core and uplift delivery, enhancement of 
the operating model and SYP’s priorities with the key areas highlighted below: 

 
Officer Uplift 
 
The officer uplift is supported by a detailed and dynamic programme underpinned by demand, 
priority and need.  SYP is looking to reinforce its core functions of response, neighbourhoods and 
Protecting Vulnerable People (PVP) first, with further investments in local teams around Child 
Criminal Exploitation (CCE) / Child sexual Exploitation (CSE), rape and other PVP areas.  This 
will allow SYP to look at further aligning its service provision with that of local authorities.  It 
recognises the importance of the growth in specialist functions, but will sequence this later in the 
uplift programme to safeguard its core functions.  This ensures resilience in these areas, and 
ensures that the neighbourhood service remains at full strength and able to deliver a proactive 
problem-solving service directly to the people of South Yorkshire. 

  

 
1 Based on band D equivalents 



SYP is investing in the infrastructure required to ensure that all the new officers are fully supported 
in their journey into the force – with further planned investment in both accommodation, Central 
Assessment and Practice Education (CAPE) assessment and tutoring support.  These tutors 
maintain and set the standards required for the officers of the future.  

 
Police Community Support Officers (PCSOs) 
 
Linked to the above priority of reinforcing its core neighbourhood function, SYP is investing in 
PCSOs and maintaining the numbers at 126, an additional 10 PCSOs over and above the current 
planned post numbers. 
 
Savings Team 
 
SYP recognises the need for savings in the medium term and is investing in a multi-disciplinary 
savings team to work with senior management to identify and drive out savings to bridge the future 
gaps and ensure the budget is balanced over the CSR period.  
  
Projects 
 
SYP has some key projects including Oracle Cloud, smarter ways of working and Connect 
Express, plus others such as Emergency Services Network (ESN).  These are a mixture of national 
programmes, where SYP has limited control over the investments required and programmes that 
are key enablers that support further transformation and efficiency and all will be robustly 
challenged in terms of benefits against costs. 

 
Estate 
 
Investment is also being made to bring the estate up to an acceptable standard and addressing 
a backlog of compliance and maintenance issues, which have built up over many years. 
 
SYP is striking the balance between some smart investments required to further develop SYP, 
support uplift, address changing risks and demands and be cognisant of the financial challenge. 

 
7.5  Savings of £1.7m in 2022/23 are reflected but SYP on top of the £1.6m already built in.  Based 

on current estimates over the whole MTRS period there will be a requirement for £40.9m of 
savings in total.  It should be noted however that there is uncertainty around government funding 
in the latter years of the MTRS (post CSR period), current assumptions are based on a ‘flat 
cash’ approach, and as such the estimates may change in the future. 

 
SYP has gained a better understanding of demand and is developing its workforce strategy; 
future savings plans will be based on work being undertaken by a dedicated team based in 
business change and innovation. 

 
7.6  There are Legacy costs arising from three issues: 
 

• Civil claims against SYP as a result of the Hillsborough football disaster   

• Civil claims against SYP as a result of non-recent child sexual exploitation (CSE) in 
Rotherham 

• The National Crime Agency’s on-going investigations into non-recent CSE. 
 
7.7 The best estimate at the moment is that the total legacy costs will be a further £121m by 

2026/27, of which £18m will have to be borne by us. This assumes that the Home Secretary will 
continue to fund most of the costs through Special Grant funding.  But this is discretionary, and 
one reason why good relations with the Home Office and Home Secretary have to be 
maintained. In 2022/23, the cost of our legacy issues is anticipated to be £5.4m. 

  



7.8  The assumptions above produced the following proposed budget and MTRS for the CSR period: 
 

 
Note small differences are due to rounding’s 

 
7.9  The impact of this position means that the 2022/23 will result in a £463k contribution to reserves 

in 2022/23.  This will be used to offset against the deficit in future years.  The use of reserves 
however is not a sustainable approach, as the prudent minimum reserve balance could only be 
sustained until 2025/26 (see Appendix D).  

 
7.10  Therefore, balancing the medium term financial position to ensure recurrent financial balance will 

require some, or all, of the following: 
 

- Clarity around the government position on future uplift officer funding  
- SYP’s future integrated planning to balance demand and growth pressures and the 

need for efficiency savings 
- Continuation of legacy cost funding from the Home Office 
- Precept flexibility 
- Clarity of funding post CSR period 

 
8. ROBUSTNESS OF ESTIMATES 
 
8.1 Section 25 of the Local Government Act 2003, as amended by the Police Reform and Social 

Responsibility Act 2011, requires the Chief Finance Officer to report on the robustness of 
estimates used for the budget and the adequacy of reserves. 
 
The recommended 2022/23 precept increase and draft budget has been shared with the four 
South Yorkshire local authorities.  The expenditure budget has been discussed and reviewed by 
the PCC and Chief Constable, and their respective senior leadership teams, through the 
Planning and Efficiency Group prior to publication for the Police and Crime Panel of 4 February. 
 
The CFO can confirm that the figures included in the proposed budget are the best estimates 
based on the most up to date information available at the time of writing the report.  That said, 
there are some uncertainties contained within the budget, the main ones being as follows: 

 
8.1.1 Funding settlement 
 

The budget has been prepared on the basis of the Home Office’s final funding settlement for 
grant and council tax precept 2022/23.  Even though it is a three year CSR, SYP’s share has not 
been confirmed beyond March 2023, thus a proportional amount has been assumed for the 
remaining two years.  There is further uncertainty within the Medium Term Resource Strategy 

2022/23 Budget & Medium Term Financial Plan

2022/23 2023/24 2024/25 2025/26 2026/27

£m £m £m £m £m

SY Police Force 307.4 314.9 323.1 333.9 345.6

SY PCC 2.1 2.2 2.2 2.3 2.3

Commissioning & P'ships 3.3 3.3 3.3 3.3 3.3

Capital Financing 2.5 3.4 4.3 5.1 5.5

Legacy Costs (net) 5.4 4.1 3.6 2.5 2.5

External Funding -10.0 -9.2 -9.2 -9.2 -9.2

Total Expenditure 310.7 318.7 327.4 337.9 350.0

Funding -311.1 -316.5 -322.8 -325.4 -327.8

Net (Surplus) or Deficit -0.5 2.1 4.6 12.5 22.2



(MTRS), as the government is currently undertaking a funding formula review.  It is expected to 
be conclude by the end of the year, and transitional arrangements are likely to be put in place to 
smooth the changes. 
 
The violence reduction unit and ‘Grip’ funding have not been announced yet for the 2022/23 
financial year.  The funding has not been included in the MTRS.  Late notification of grant 
funding is not helpful for financial planning, and can impact on the project delivery. 
 
In recognition of the above we have reviewed our external funding and a less prudent approach 
has been taken.  The assumption has been made that the ARV grant (£0.75m) will continue for 
another year, if it does not materialise it will leave a gap in the budget. 
 

8.1.2 Taxbase and collection fund balances 
 

The final tax base and collection fund positions are those notified recently by the Local 
Authorities.  The position is extremely complicated due to Covid-19 and the current economic 
situation.  Estimated ‘exceptional balances’ have been included in the MTRS calculations.  It 
should be noted that the figures notified to us have changed from those notified to the police and 
crime panel at its meeting on February 4th.  This has resulted in an amendment to the MTRS, 
and the panel has been notified accordingly. 
 

8.1.3 Officer Uplift 
 

The estimated costs and income associated with the recruitment of a further 202 officers until 
2023 are included in the budget.  Given that we only have a one year settlement, the position for 
maintaining overall numbers future years isn’t yet certain.  This will be re-assessed in line with 
future government announcements. 
 
Whilst the recruitment pipeline of future new recruits will necessarily be maximised, South 
Yorkshire will carefully monitor and manage the balance between all expenditure forecasts and 
certainty of income to ensure financial sustainability is maintained. 

 
8.1.4 Covid 19 
 

There is uncertainty whether ongoing Covid-19 costs will be re-imbursed by the Home Office.  
Currently Covid-19 expenditure is still being incurred and minimal indemnity is in the form of the 
Covid enforcement grant of £1.46m which sits in reserves.  Some growth has been built into the 
MTRS to cover Covid expenditure. 

 
8.1.5 National charges 

 
 The Home Office top slices for some nationally provided functions, but separate charges are 

levied for others. 
 
 The National Police Air Service (NPAS) budget in the MTRS assumes inflation on the current 

charges.  This covers the charges that have recently been agreed in February 2022. 
 
 There has been recent notification that the emergency services network (ESN) business case 

has been revised.  The aim to deliver remains very challenging. Based on the Gwent model we 
have included £7.6m in the capital programme. 

 
8.1.6 Oracle System 

 
To support the efficiency and development of key business systems, such as payroll, SYP has 
invested into upgrading its Oracle system to be on an Enterprise Resource Planning (ERP) 
platform, utilising the Cloud rather than local hosting and storage.  This programme commenced 
in March 2020 and was paused in early July 2021.  There were a number of issues relating to 
data quality and migration that resulted in progress being paused.  An independent review of the 



programme occurred in October 2021 which resulted in a re-planning of the programme.  
Subsequently, additional funding was secured that would achieve on-premise ERP upgrades 
and tax compliance, providing a more stable environment with which to eventually migrate to the 
Oracle Cloud product.  This involves fundamental changes to the configuration of the current 
ERP product across Finance, HR, Procurement, Payroll and Duties and remains ongoing at 
January 2022.  There remains a risk in relation to accounting for cloud based products which 
could see a requirement to recognise these capital costs as revenue during 2022/23. 

 
8.1.7 McCloud pensions 
 

The McCloud and Sargeant Judgements concerned the introduction of career average revalued 
earnings (CARE) pension schemes to replace the former final salary based pension schemes as 
part of the Hutton recommendation to reform public service pension schemes.  Under the 
changes introduced to each scheme, members were required to transfer to the new schemes 
from specific transition dates.  There was protection provided for older members under each 
scheme. 

 
The McCloud and Sargeant Judgements have upheld the claimants’ cases that the method of 
implementation of the new schemes discriminated against younger members. 

 
In July 2020 the Government published its consultation setting out its proposals for addressing 
the discrimination that was found to be upheld.  The Treasury published the outcomes of the 
consultation in February 2021, resulting in the ‘Deferred Choice Underpin (DCU)’ method being 
chosen.  Eligible members would get, upon retiring after implementation, would get to choose 
between legacy and reform benefits.  To supplement this, the Home Office and Treasury issued 
‘immediate detriment’ guidance for those officers approaching retirement; this was not 
mandatory and Scheme Managers were free to choose whether to adhere or not.  SYP chose 
not to.  In late 2021 the guidance was effectively rescinded due to legal and taxation-complexity 
concerns.  

 
The costs of the ruling are likely to be significant, however work is ongoing nationally with the 
Home Office around the implications of it.  SYP has commenced resourcing for this demand and 
has also received some one-off government funding.  This will unlikely cover all costs to be 
incurred, and significant activity, via the NPCC, is still being managed in relation to future costs 
of remedy.  Aside from Staffing, this would also cover software costs and any compensatory 
costs that fall due.  In this regard, there are ongoing actions by Staff Associations relating to 
‘injury to feelings’ where the potential for costs remains high. 
 
The costs of the ruling are likely to be significant, however work is ongoing nationally with the 
Home Office around the implications of it.  At this stage no additional costs have been 
recognised in the MTRS in respect of this ruling. 

 
8.1.8 Pay and inflation 

 
2022/23 is the final year of the superannuation actuarial revaluation and only general inflation 
has been built into the MTRS.  If the next revaluation provides figures which depart from 
assumption used there could be a significant variance that has to be contained. 
 
With the pay award for Police staff not being finalised for 2021/22 with the Unions this causes an 
unusual platform to base future assumptions upon.  Therefore, forward negotiations may have a 
bigger impact than previously anticipated, especially as inflation is running at 5.1%, and a pay 
freeze has been in operation during 2021/22 for those earning over £24k. 
 
Based on the current inflation levels running higher than recent years, and other economic 
factors this has caused some significant increases in cost pressures.  Until this stabilises it will 
create volatility in utilities, fuel, and other supply and services prices, they are challenging to 
predict thus could cause unanticipated financial impact to the MTRS. 

 



9. RESERVES POSITION 
 
9.1 If the precept is increased by £10 for the year, the proposed budget position for 2022/23 would 

show a £0.5m surplus, which will be added to reserves and contribute to future deficits. 
 
9.2 Reserves can only be used once and, given the range of pressures and risks that SYP face, in 

particular to have to cover £18.1m of the funding of historic Legacy costs in the MTRS period, it 
is necessary to hold additional reserves.  The 2022/23 Reserves Strategy is attached Appendix 
D. 

 
9.3  The attached Appendix D reflects the reserves position over the life of the MTRS to 2026/27, 

maintaining a level of general reserve at or above 5% of the net revenue budget until the end of 
2025/26.   

 
The CFO reports that reliance on reserves to balance annual budgets and medium term financial 
plans is not a sustainable position, the impact of the current deficits in the forecast MTRS being 
significant.  The use of reserves to balance is envisaged to be a short term position.  Work is 
underway within the Force and the OPCC to ensure that the measures outlined in 7.10 above 
are implemented effectively in order to present a more balanced position in the future. 
 

 
10. Conclusion 
 
10.1  It is recommended that the increase in precept of £10.00 on a Band D property, is levied to 

support: 

• The investment in the required infrastructure to ensure all officers are fully supported in 
their journey into the force with further planned investment in both accommodation, 
Central Assessment and Practice Education (CAPE) assessment and tutoring support 

• Enhancement of the operating model and investment in SYP priorities: 
o Maintaining the current levels of PCSO numbers at 126, and  
o Improving the assets e.g. technology and estates 

 
It is recognised that despite the precept increase, there will still have to be some savings and 
use of reserves. 

 
10.2  The outcomes of consultation exercises with the public regarding the policing priorities and 

policing precept are attached at Appendix B.  Over 2,000 residents have engaged and 
expressed their views.  The responses have been mixed and changed from over two thirds of 
respondents supporting an increase in precept in the priorities survey from October to just under 
half supporting an increase during the precept consultation in recent weeks. 

 
Attachments: 
 
Appendix A Police and Crime Panel precept setting letter  
Appendix B Public consultation report  
Appendix C Commissioning needs assessment report   
Appendix D  Reserves Strategy   
Appendix E Capital Strategy 
Appendix F Treasury Management Strategy 
 
Sophie Abbott 
Chief Finance Officer 
Office of the South Yorkshire Police & Crime Commissioner 
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  This Matter is being dealt with by: Linda Noble 

Service Improvement and 
Scrutiny Officer 

Tel: 01226 772931 

Email: lindanoble@barnsley.gov.uk  

 
Dear Dr Billings 
 
Proposed Council Tax Precept 2022/23 
 

At the meeting of the Police and Crime Panel held on Friday 4th February 2022, 9 of the 11 
Members present voted to support the Council Tax Precept for 2022/23 and the minute from 
the meeting is as follows: 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 

Item 10 - Proposed Council Tax Precept and Revenue Budget for 2022/23 
 
A report of the Chief Finance Officer, OPCC was presented to notify the Police and 
Crime Panel of the South Yorkshire Police and Crime Commissioner’s proposal for 
the policing element of the Council Tax precept for 2022/23.   
 
The Chair, Councillor Haleem referred to the recommendation in the report which 
asked the Police and Crime Panel to consider and support a proposed annual 
increase in the policing element of the Council Tax (the precept) for 2022/23 of 
£10.00 for a Band D property, which would be an increase of 4.69%.  The Panel 
noted that most properties in South Yorkshire are in Bands A (57%) and B (17%) 
and C (12%) where the increase would be A 13p per week, B 15p per week, and C 
17p per week.   
 
A recorded vote was taken and recorded as follows:- 
 
For accepting the proposed increase in the policing element of the Council Tax 
precept for 2022/23 – (9) Councillors Haleem, Cherryholme, Garbutt, Knowles, 
Lodge, Milsom, Pickering, Mr W Carratt and Professor A James.   
 
Against the proposed increase (2) Councillors Baum-Dixon and 
Ransome.  Abstained (0).  
 
The proposal was approved. 
 
RESOLVED – That Members of the Police and Crime:-  
 

Sarah Norman 
Chief Executive 
Barnsley MBC 
Church Street 

Barnsley S70 2TA 
 

www.southyorks.gov.uk 

Dr A Billings 
Police and Crime Commissioner 
South Yorkshire Police 
Carbrook House 
Carbrook Hall Road 
SHEFFIELD 29 2EH 

 

Appendix A



i) Voted to accept the proposed annual increase in the policing element of the 
Council Tax (the precept)for 2022/23 of £10.00 for a Band D property, which 
would be an increase of 4.69%.   

ii) Noted that most properties in South Yorkshire are in Band A (57%) and B 
(17%) and C (12%) where the increase would be A 13p per week, B 15p per 
week and C17p per week.     

 
 
Yours sincerely 

 
Cllr Rukhsana Haleem 
Chair - South Yorkshire Police & Crime Panel 



 
 

  
 

 
 

 
 
 
1.  PURPOSE OF REPORT 
 
1.1 This report provides details of the consultation carried out with the public of 

South Yorkshire around the raising of the council tax precept for 2022/2023. 
 
 
2. BACKGROUND 
 
2.1 The Police and Crime Commissioner (PCC) has a statutory duty to consult with 

the public and with rate payers to obtain their views before the precept is set.  
 
2.2 The Government Spending Review and Autumn Statement, last month 

(December 2021), announced that South Yorkshire Police will receive  
central core grant funding of £233m in 2022/23, which is an increase on the 
previous year (£221.1m).  

 

2.3 This central grant funding makes up 74% of the police budget. The other 26% is 
funded by the council tax precept. In the annual spending assessment the Home 
Secretary, The Rt Hon Priti Patel announced that South Yorkshire Police would 
have funding of £314mn – an overall increase of 5.8%. 

 
2.4 However, the £81m funded by the council tax precept would only be available if 

the PCC raised the precept by the full amount the government was allowing - 
£10pa on a Band D property equivalent to a 4.69% rise for all households. If the 
precept is not raised by this amount, funding will be less. 

 
2.5 Most households (around 75%) in South Yorkshire are Band A & B properties. 

The proposed 4.69% increase will equate to a rise precept rise of 55 pence per 
month (£6.67 p.a) on a Band A property and 64 pence per month (£7.78 p.a) on 
a Band B property. 
  

2.6 The Government Spending Review (GSR) and Autumn Statement was 
published on 16 December 2021 and the formal consultation process began on 
17 December and ended on Friday 14 January 2022.  
 

 
3. INTRODUCTION 
 
3.1 Due to the Covid pandemic and limited opportunities for face-to-face 

engagement the Consultation and Engagement Team have conducted the 
consultation around the policing priorities and the council tax precept online 

Appendix  B
PUBLIC ACCOUNTABILITY BOARD

Date:  28  February 2022

Report of the Communications & Engagement Manager

CONSULTATION ON THE SETTING OF THE COUNCIL TAX PRECEPT 2020/21



3.2 This year a pre-consultation on policing priorities and willingness to pay more 
was undertaken during October 2021 to act as a pre-cursor to the statutory 
consultation that took place in December and January. The aim of this was to 
gather the views of the public on policing priorities and to seek a view from the 
public as to their support for a possible increase in the council tax precept. As 
part of this process we also asked which areas the public would like to see more 
money spent on and asked if they would be willing to pay a little more in their 
council tax to maintain or improve policing services. 

3.3 The results of the Priorities Survey showed that two thirds of respondents 
indicated that they would be willing to pay more in their council tax to improve 
policing services. 

3.4 On 17 December we launched the formal statutory consultation around the 
setting of the precept. The results from this consultation showed a slightly 
different picture with just 46% indicating that they would be willing to pay up to 
£10 p.a (based on a Band D property) more and 54% indicating that they would 
not support an increase. 

 
4. CONSULTATION & ENGAGEMENT METHODS AND FINDINGS 
 
Priorities Survey 
 
4.1 The Policing Priorities survey was launched on 6 October 2021 to identify public 

priorities to support the upcoming version of the Police and Crime Plan. 
 
4.2 The survey was carried out online and was shared regularly throughout the month 

across the OPCC’s social media channels and was also shared widely by 
partners. A total of 791 responses were received – it should be noted that 
respondents did not have to answer every question. 

 
4.3 Primarily the consultation asked the public to identify what they wanted to see the 

police concentrating on as priorities in the coming year. It also asked whether 
they felt safe in their local community and how they feel the police deal with 
reported issues. They were also invited to prioritise which crimes they feel are 
more important for the police to tackle.  

 
4.5 The final question on the consultation asked respondents if they would be willing 

to pay more in their council tax to be able to maintain / improve existing police 
services. Of the 667 respondents to this question, two thirds said they would be 
prepared to pay a little more: 

 

 One third (33%) said they can afford to pay a little more 

 One third (36%) said they could not afford to pay more 

 Nearly one third (31%) saying they would pay a little more but no more 
than inflation  

 
 
 
 
Precept Consultation 



 
4.6  The survey launched on 17 December 2021 and closed on 14 January 2022. 

During the 4 week period the survey was promoted heavily across the OPCC 
social media channels (Twitter and Facebook) and was supported by South 
Yorkshire Police social media accounts – both corporate and neighbourhood 
accounts – as well as on social media accounts of partners.  

 
4.7 The Police and Crime Commissioner writes a weekly Blog which is circulated to 

over 1,200 individuals and organisations and information on the survey and the 
link were included in this Blog during the consultation period. It is also posted 
across the PCC’s social media accounts and was supported by a press release 
and articles within the local media, including an interview on BBC Radio 
Sheffield over the Christmas and New Year period. 

 
4.8 A total of 1,042 responses were received and the results show that 46% of 

respondents (479) are supportive of up to a £10 (Band D property) increase. 
54% (563) were not supportive of an increase. 

 
4.9 Within the survey there was a free text section which allowed respondents to 

provide comment on why they were or were not supportive of an increase. Of 
the 1048 respondents, 520 provided a response. Of those responses 379 had 
responded that they would not want to pay anymore. The most prevalent theme 
amongst those not wanting to pay more was the rise in the cost of living. This 
accounted for nearly one third (107) of the comments. This is something that 
hasn’t featured heavily in previous precept consultation exercises. 

 
4.10 These comment included: 

   
 “To ask people to pay more, particularly in the current climate of the cost of 

living increasing across the board is unacceptable. People are taxed enough 
and the money should be gov funded.” 

 
 “We are already facing substantial rises in fuel and energy costs which in turn 

will lead to rises in food prices. Wages have not increased in line with these 
price rises so any additional rise on the council tax is not welcome.” 

 
“Families are struggling and many are facing poverty and struggling to meet 
their needs.” 

 
“We pay enough council tax at the moment it’s just not wise to increase it 
knowing people are struggling’ 

 
4.11 There was clearly some confusion from some residents between the precept 

and the entirety of the council tax, as a number of comments received showed 
evidence of a lack of understanding around the precept. Several comments 
referred to paying enough for council services already. A number referencing 
bins, road repairs and social care. 

 
4.12  The survey respondents can be broken down by each district as follows: 
 

 Barnsley    358 (36%) 
Doncaster    126 (13 % 



Rotherham   205 (21%) 
Sheffield    284 (29%) 
Don’t live but work in S Yorks      4 (0.4%) 
Don’t live or work in S Yorks        5 (0.5%) 

 
4.13  The respondents can be broken down by property band as shown: 
 

Band A  264 (27%) 
Band B  135 (14%) 
Band C  142 (14%) 
Band D  199 (20%) 
Band E     42 (4%) 
Band F     23 (2%) 
Band G     12 (1%) 
Band H      5  (0.5%) 
Don’t Know 160 (16%) 

 
 
5. Summary 
 
5.1  Across the two surveys, there were 1709 responses to the specific question 

asking if people were willing to pay more for policing in the council tax precept.  
 
5.2 Of those respondents who answered the Priorities survey in October 2021, 64% 

indicated they were willing to pay more in their council tax precept.   
 
5.3 Of those respondents who answered the specific council tax precept survey in 

December 2021-January 2022, 46% of respondents were supportive of up to a 
£10 (Band D property) increase, and 54% were not supportive of this increase. 

 
5.4 I have considered this mixed picture, as well as the timing of when the questions 

were posed, in my considerations before putting forward the precept proposal. 
 
 
6. RECOMMENDATION 
 
6.1 That views of the public are noted in the decision to set the Council Tax Precept 

at the recommended level. 
 
 
 
Fiona Topliss 
Communications & Engagement Manager 
Office of the Police and Crime Commissioner 
 



 

1 
 

 

 

1. Background 

 

1.1. The Office of the Police & Crime Commissioner (OPCC) strategic planning 

timetable for 2022-23 set out when input was required regarding the 

Partnership & Commissioning budget to feed into the OPCC process.  The 

intention being to have recommendations for the Planning and Efficiency 

Group 24 November 2021.   

 

1.2. Keeping to this timeline enables the Police and Crime Commissioner (PCC) 

to make a timely decision on the Partnership and Commissioning budget for 

2022-23 and to consider the financial settlement expected late December 20.   

 

1.3. The Partnership & Commissioning team developed a timeline of activity 

(Appendix A) to create a budget proposal for the PCC which considered 

existing contracts and commitments, known future requirements, consultation 

responses from key stakeholders and public responses to the priorities 

survey.   

 

2. Recommendations  

 

2.1. To increase transparency and openness in year requests for funding will be 

considered by Partnership & Commissioning team officer who will liaise 

with relevant SYP lead and/or other stakeholders. A briefing will be brought 

to the OPCC Senior Leadership Team for discussion on the request before 

a recommendation is made to the PCC.   

 

2.2. The Partnership & Commissioning team will continue to work with the 

relevant SYP subject lead to ensure that services being recommissioned in 

year continue to support SYP needs.   

 

2.3. The Partnership and Commissioning team will continue to explore 

opportunities to bid for additional funding when opportunities are identified.   

 

2.4. Review in 2022-23 the funding provided to Youth Offending Teams to 

ensure the SYP in-kind (officer) contribution is considered in the funding 

model.  To be done with support and involvement of SYP. 

 

2.5. Commissioning reserve to be used to support the Independent Sexual 

Violence Advisor service as required.  Additionally if there are in year 

requirements which cannot be met from the Partnerships and 

Commissioning budget then the reserve could also be considered. 

 

2.6. The Community Grant scheme budget will be set at £150,000, the 

maximum grant available will remain at £7,500.    

Appendix C
Partnership and Commissioning Budget 2022-23
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2.7. Support continued funding to address Modern Slavery, the manner in which 

this is done to be considered with the SYP Modern Slavery lead.  

 

3. External Funding in 2021-22 

 

3.1. The Partnership & Commissioning team secured £3.2m additional funding 

through 2021-22.  This is set out in Appendix B.  The team will continue to 

submit bids for external funding when opportunities are identified and will 

continue to work in partnership with SYP colleagues, Local Authorities and 

other partners.   

 

4. Methodology 

 

4.1. In order to develop the budget proposal for the PCC, the activities as set out 

in the timeline mentioned previously were conducted.   

 

4.2. In October a letter was sent to all existing funding recipients informing them 

of the intention to consult on needs for the coming financial year.  At the 

same time an email was sent to all District Commanders informing them of 

the letter, providing details of existing funding in their District and requesting 

a meeting with them to discuss current funding arrangements and any needs 

identified by them. 

 

4.3. A simple consultation document was shared with all existing recipients to 

capture views and needs for funding in the next financial year. Not all existing 

recipients responded but there was a reasonable a completion rate. The 

questions can be found in appendix C. 

 

4.4. The PCC was consulted for a strategic steer a various point and the 

information provided in the needs assessment responses was considered by 

OPCC staff as part of the process.  

 

4.5. Further to the District Commander meetings the Partnership & 

Commissioning manager met with the ACC Poolman to discuss the budget 

proposals. SYP. In addition to the above consideration was given to the 

results of the OPCC priorities survey. A list of information considered is 

available at Appendix D. 

 

4.6. This piece of work forms part of the ‘analyse’ section of the commissioning 

cycle helping to ensure the Partnership & Commissioning team is following 

best practise. In completing the activity as part of the OPCC strategic 

planning timetable it is intended to enable timely notification of funding to 

recipients.   
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5. Information gathered/emerging themes  

 

5.1. Through engagement with the Local Criminal Justice Board (LCJB) manager 

a number of potential requirements or activities the PCC may wish to support 

in year have been identified.  These were noted in an unallocated part of the 

budget, the ‘one-off commissions line and will be explored in year.  These 

include additional work around race disproportionality in the criminal justice 

system (victims and offenders), the Doncaster Prison Departure Lounge 

project and regional activity as part of the Yorkshire and the Humber 

Rehabilitation Partnership (YatHRP).  The partnerships and commissioning 

manager is part of the YatHRP commissioning sub-group.  

 

5.2. In 2022-23 consideration will be given to promoting specific themes for the 

PCC’s community grants scheme once the Police & Crime Plan is finalised.   

Additionally, as part of the whole budget it will be highlighted to any recipient 

if there is a particular area of focus that the PCC wishes the recipient to 

consider and/or support through the his grant. 

 

5.3. Modern slavery was seen as an important area to support SYP priorities and 

if possible the PCC continuing to support a South Yorkshire Modern Slavery 

partnership would be beneficial, the manner in which this occurs will be 

developed with the SYP Modern Slavery lead.      

 

5.4. A paper has been tabled at the South Yorkshire Safeguarding Forum setting 

out the PCC’s position on funding partnership boards in 2022-23, this was 

supported by ACC Poolman. Partners at the meeting had opportunity to 

comment and ask questions. This see the budget for Partnership Boards 

remain the same for 2022-23. 

 

6. Possible Pressures in 2022-23 

6.1. It is not clear at this point whether anticipated statutory changes such as the 

Domestic Abuse Act 2021, Police Crime Sentencing and Courts Bill 2021 or 

Victims’ Law will bring new responsibilities requiring PCCs to commission 

additional services.  

 

6.2. Early engagement with colleagues in SYP has identified the need to secure 

rehabilitative community services to which offenders can be referred as part 

of conditional cautions. Work will be undertaken to identify the need and 

explore opportunities for co-commissioning with other YatH commissioners. 

  

6.3. As mentioned earlier additional funding has been secured in 2021-22, of 

which a number of awards were to support additional need for victims of 

sexual violence or domestic abuse. Some of the awards do continue into 

2022-23 but awards to third sector organisations end 31 March 2022. The 

partnership and commissioning team will consider onward need in this area 
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and if required will seek permission to use the commissioning reserve to 

ensure victims receive support.  

     

7. Budget Proposal 2022-23 & In year priority activity 

 

7.1. The table below provides a summary of the budget, there is no increase in 

budget in comparison to 2021-22 meaning the overall budget for 2022-23 is 

£3,342,788 aside from any external funding secured.  A number of 

assumptions have been made on external funding expected. The 

agreed/committed requirements are where there is either contract in place or 

the PCC has already made a decision on the funding required. The income 

shown the table supports these commitments many of which are around the 

contracted services for victims of crime.      

 

7.2. The recommended items are those recommended or where the PCC has 

indicated a priority and wishes to continue funding. There are no contracts or 

previously agreed decisions here.  Most of the have been previously funded 

but amounts are not already set and therefore could be changed if required.  

 

 
 

7.3. During the year the process to commission a number of key contracts will 

continue/commence, these include the Adult Sexual Assault Referral Centre 

Service, Victim Support Service and Restorative Justice service  

   

Appendices 

Appendix A - Commissioning Proposals Timeline 

Appendix B – External Funding 2021-22 

Appendix C – Needs Assessment Questions 

Appendix D – Information Considered in this Assessment 

Category Budget 2021/22 Budget 2022/23

Agreed/Committed 2,966,477 3,995,016

Recommended 1,873,351 1,959,273

Flexible 13,000 13,000

Amended stream  in 2022/23 552,220 0

Not required in 2022/23 81,729 0

Total 5,486,777 5,967,289

Income 2,143,989 2,624,500

Grand Total 3,342,788 3,342,788
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Appendix B   

Funding Body Funding Stream Brief Description
Max Bid 

Amount
Bid Submitted

Amount 

Secured

Home Office Safer Streets 2

Project to reduce acquisitive crime in the Sharrow/Ecclesall Road area. CCTV/ANPR, Target 

hardening, Home security improvement scheme working with private landlords, Alley 

gates, Operation Shield Rollout

£432,000 £432,000 £432,000

Home Office
Safer Streets 2 

(2nd bid)

Tri-borough partnerships targeting hotspots for acquisitive crime in the Dearne. Each local 

authority granted money for community engagement and purchasing CCTV. Op. Shield and 

ANPR also included in the bid.

£432,000 £418,000 £418,000

Home Office Safer Streets 3
A project that focuses on improving safety in public areas, particularly that of women & 

girls.
£550,000 £550,000 £550,000

Home Office Perp Phase 2

Further funding announced in spring budget by chancellor of an additional 15m for 

perpetrator activity. Funding for phase 2 was allocated to match that of phase 1 for a 

further six months from 1
st

 October – 31
st

 Match 22.  No match funding is required for this 

allocation.

N/A £232,027 £232,027

Home Office Perp Phase 3

21/22 Perpetrator Fund of £11.1m split into three areas:

1.       Programmes that address known issues in relation to DA offending (~£7.1m).

2.       Programmes that focus on children and adolescents (~£2m). 

3.       Programmes aimed at stalking perpetrators (~£2m).

Applications can be made to all three of the above.

Min 

£200,000
£321,228 £321,228

MoJ
Victims Uplift 

Grant

Single year increase to the Victim services grant allocation. Local allocation calculated 

based on previous Covid distribution amount. Open process run via OPCC inviting 

applications from local groups

£314,710 £314,710 £314,710

MoJ
Victims Uplift – 

IDVA & ISVA

£40m victim support funding for DA & SV victims.  £12m of this was specifically identified 

to increase capacity of ISVA & IDVAS. 

EOI submitted to increase ISVA & IDVA capacity across South Yorkshire by 9 fte IDVA’s & 2 

fte ISVA’s

N/A £738,952 £683,667

MoJ
Critical Support 

Funding

A total of 1.5m has been made available to support areas that have critical levels of high 

demand that the Victims uplift grant and previous EOI will not sufficiently address
N/A £361,023 £328,293

£3,367,940 £3,279,925Total
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Appendix C 

  

Needs Assessment Questions 

 

 Name 
 

 Service Provided 
 

 District 
 

 Details of other funding contributors incl funding amount 
 

 Anticipated need/priorities for 21-22, in priority order 
 

 How have the priorities been established? 
 

 Any financial commitments which extend past 21-22 of which the PCC should be aware 
 

 Is this a contracted service? If so when is the end date of the contract? 
 

 Any identified service gaps which the PCC may wish to consider supporting? 
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Appendix D  

 

Information and sources considered in this Assessment 

 

 Consultation with District Commanders 

 

 Consultation with relevant theme lead in South Yorkshire Police 

 

 Consideration of the transitional Police and Crime Plan and discussions on the future Police and Crime Plan 

 

 Public consultation findings (PCC priorities survey) 

 

 Consultation with OPCC Evaluation and Scrutiny Team and other OPCC colleagues 

 

 Consultation with OPCC Senior Leadership Team 

 

 Needs Assessment questionnaire responses provided by current funding recipients 

 

 National information from Association of Police and Crime Commissioners 

 

 Legislation (Victims Law, Domestic Abuse Bill, Police, Crime, Sentencing and Courts Bill) 

 

 Discussions with Chief Finance and Deputy Chief Finance Officers 
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Appendix D 

RESERVES STRATEGY 2022/23  

Introduction 

1. The Reserves Strategy is published, annually, as part of the Police and Crime 

Commissioner’s (PCC’s) annual budget setting report. It sets out the latest position and the 

strategy regarding the use of reserves in future years. 

2. It is a statutory requirement that the Chief Finance Officer (the CFO) presents a report to the 

PCC, as part of the budget approval process, which assesses the adequacy of reserves in 

the context of corporate and financial risks facing the PCC and the Chief Constable for South 

Yorkshire Police (SYP). 

3. In 2018/19, the Minister for Policing, Fire and Criminal Justice and Victims called for greater 

transparency in how public money is used locally. This included guidance as to the 

information PCCs should publish in relation to reserves.  Subsequently in September 2021, 

the formally named Ministry of Housing, Communities & Local Government had proposed 

changes to the reserves categories to acquire more clarity, so there is still a focus on this 

area now. Additional information is also included in accordance with the requirements of the 

CIPFA financial management code of practice. 

4. This strategy has been produced in line with the relevant guidance.  It provides information 

on the estimated level of reserves, both general and earmarked, balances currently held and 

explains how some of these will be applied over the medium term to help support the 

revenue budget and capital programme. 

Background 

5. Reserves may be used by the PCC for the annual budget and, over the longer term, as part 

of the overall Medium Term Resourcing Strategy (MTRS).  There are a number of legislative 

safeguards in place that help prevent the PCC from over-committing financially.  These 

include: 

 The requirement to set a balanced budget, 

 The requirement for PCCs to make arrangements for the proper administration 
of their financial affairs and the appointment of a CFO (Section 151 Officer) to 
take responsibility for the administration of those affairs, 

Appendix D
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 The CFO’s duty to report on the robustness of estimates and the adequacy of 
reserves, 

 The requirements of the Prudential Code, Treasury Management in Public 
Services Code of Practice and the Financial Management Code of Practice. 

 

6. This is reinforced by Section 25 of the Local Government Act 2003, as amended by the 

Police Reform and Social Responsibility Act 2011, which requires the CFO to report on the 

robustness of estimates used for the budget and the adequacy of reserves and to report to 

the PCC, Police and Crime Panel and the External Auditor if there is, or is likely to be, 

unlawful expenditure or an unbalanced budget.  This would include situations where the PCC 

does not have sufficient resources to meet expenditure in a particular year or where reserves 

have become depleted. 

7. There is no statutory guidance on the ‘right’ level of reserves.  Guidance from CIPFA 

confirms that PCCs should, on the advice of their CFOs, make their own judgements on such 

matters, taking into account relevant local circumstances and an assessment of risk.  In a 

House of Lords debate of the policing precept in January 2018, the Minister of State stated 

that ‘5% of the revenue budget is deemed a reasonable level of reserves’. 

8. There is also a requirement for three-year revenue forecasts across the public sector.  This is 

achieved through the MTRS.  Within the Comprehensive Spending Review, the PCC has 

received confirmation of revenue and capital grants from government for one year.  This 

provides limited ability to focus on the levels of reserves and application of balances and 

reserves in the future medium term. 

9. CIPFA’s Prudential Code requires a CFO to have full regard to affordability when making 

recommendations about a PCC’s future capital programme.  Considerations include the level 

of long-term revenue commitments.  When considering affordability, the PCC is required to 

consider all of the resources available and estimated for the future, together with the totality 

of their capital plans and revenue forecasts for the forthcoming year and future years as set 

out in the MTRS. 

10. The PCC must retain adequate reserves so that unexpected demand-led pressures on 

budgets can be met without adverse impact on the achievement of the outcomes set out in 

the Police and Crime Plan.  This will include known areas where financial implications are 

uncertain and more widely in respect of risks associated with assumptions of external 

support and income from Council Tax increases. 

Types of Reserves 

11. The PCC holds reserves which fall into two distinct categories: 

 General Reserves: these are necessary to fund any day to day cash flow requirements 

and also to provide a contingency in the event of any unexpected events or emergencies. 

 Earmarked Reserves: these have been created as a means of building up funds for 

specific purposes and involve funds being set aside to meet known or predicted future 

liabilities.  By establishing such reserves, it will avoid liabilities being met from Council Tax 
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or grant in the year that payments are made and impacting the revenue budget.  See 

Appendix D for further details of the earmarked reserves held. 

Reserves Strategy 

12. The required level of reserves needs to be assessed against potential risks and uncertainty 

that the PCC and the Chief Constable face in 2022/23 and beyond.  The Finance Settlement 

from Government in 2022/23 is for one year only despite the three year comprehensive 

spending review (CSR) period, which sets long term police budgets and look at how 

resources are allocated fairly across police forces, in particular to increase police officer 

numbers towards the government’s national ‘Uplift’ target of 20,000. 

13. The factors that need to be considered will include the financial risks associated with: 

 The deliverability of savings plans proposed to balance the revenue budget, 

 The potential for additional demand led pressures and costs, 

 The likelihood of any additional government funding to fully fund the national Uplift 

programme beyond the CSR period, Covid-19, or offset unforeseen or unbudgeted 

expenditure, and  

 The nature of any historic events and potential liabilities arising from these events e.g. 

the legacy issues associated with the Hillsborough Disaster and cases of child sexual 

exploitation (CSE). 

In general however reserves will not be utilised to fund day to day revenue expenditure, 

unless exceptional, and the use of reserves requires specific PCC approval through normal 

governance mechanisms. 

14. The uncertainty surrounding the cost of the three legacy issues within South Yorkshire has 

led to the continuation of a separate ‘legacy reserve’.  This reserve is not generally available 

for other activity, and as there is no certainty around the Home Office funding in this area, it 

is specifically earmarked so the other reserves can be dedicated to supporting local 

investment and activity.  Once depleted however, the use of earmarked then general 

reserves will have to be considered for legacy issues if necessary. 

15. It has been previously established by the CFO that General Reserves, where possible, will 

be maintained at a level of approximately 5% of the total net revenue budget.  Other 

earmarked revenue reserves, if necessary, would be released to protect the level of general 

reserves as far as possible.  The impact of this on the ability to fund potential future risks, will 

need to be assessed at the time. 

Reserves Balances 2022/23 

16. The balance as at 1 April 2021 for the total general and earmarked reserves was £64.9m.  Of 

this, general reserves (£42.2m) were above 5% of the net revenue budget.  The remaining 

reserves were all earmarked at £22.7m. 
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17. It is forecast that £246k would be taken from the general reserves in 21/22 following year end 

focus as at December 2021.  However, there is still scope for this to change as we enter the 

last quarter. 

18. The MTRS forecasts that the 2022/23 Force/ OPCC budget will balance and make a 

contribution to general reserves.  However, reducing this is a funding deficit of £5.4m in 

relation to legacy issues (the difference between the costs of legacy issues to the South 

Yorkshire PCC, and the Special Grant income received from the Home Office towards legacy 

costs).  The net impact is that a £0.5m contribution is forecast to the reserves in 2022/23. 

Future Reserves Balances 

19. There are significant risks and uncertainty that could affect the level and adequacy of 

reserves in the future, without further efficiencies and savings generated by SYP beyond 

those assumed in the MTRS to support future budgets in the medium term. 

The impact of this position is that the 2022/23 budget is in balance before Legacy, but the 

MTRS requires the use of reserves to balance the budget from 2023/24 onwards.  This is not 

a sustainable approach, as the prudent minimum reserve balance could only be sustained 

until 2025/26 and thus corrective action will be required to be taken. 

The 2022/23 budget report states that balancing the medium term financial position to ensure 

recurrent financial balance will require some, or all, of the following: 

- Clarity around the government position on future funding for uplift officers  
- SYP’s future integrated planning to balance demand and growth pressures and the 

need for efficiency savings 
- Continuation of legacy cost funding from the Home Office 
- Precept flexibility 
- Clarity of funding post CSR period 
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Impact of Legacy Costs 

20. The level of Legacy costs, and uncertainty regarding central government funding support, are 

a significant risk to maintaining adequate levels of reserves in the future.  The Legacy costs 

can be summarised as: 

 Operation Stovewood: This is the work being undertaken by the National Crime 

Agency (NCA), with support from SYP, to investigate historic allegations of child 

sexual exploitation in Rotherham.  In previous years, a significant percentage of these 

costs have been met by the Home Office through Special Grant funding.  These costs 

have increased and will continue to 2026/27, at this time the level of Home Office 

support through Special Grant funding is unconfirmed for 2022/23 and onwards.  

Allowing for anticipated Home Office Special Grant under the current rules, the 

estimated net funding gap which South Yorkshire will have to resource is reflected in 

the 2022/23 budget and MTRS. 

 Civil Claims: To assist budget setting, SYP’s Legal Services team provided forecasts 

for 2022/23 and future years regarding Hillsborough and historic CSE-related civil 

claims.  Allowing for anticipated Home Office Special Grant under the current rules, 

the estimated net funding gap which South Yorkshire will have to resource is also 

reflected in the 2022/23 budget and MTRS. 

21. The expected costs of legacy issues in 2022/23 and future years have been updated. 

Between 2022/23 and 2026/27 costs are expected to total £121m, with £103m of Special 

Grant receivable under the current rules.  This leaves a funding gap of £18m to be met from 

the PCC’s resources, mainly reserves.  Due to the complexity of the issues, these costs can 

shift to later years depending on the pace of the Operation Stovewood investigations, or the 

progress of civil claims passing through the legal process.  Future costs have now been 

projected over the next year only for CSE Civil Claims and the next three years for 

Hillsborough Civil Claims, and these are included in the earmarked reserves. 

22. There is ongoing dialogue with the Minister of State for Crime and Policing, to demonstrate 

the affordability impact on South Yorkshire and also to encourage the Home Office to move 

away from annual grant funding applications, recognising that these are complex issues with 

a financial impact over the next five years.  The Home Office continues to review its funding 

on special grant year by year, and thus there is a significant risk associated with legacy 

issues and the outcome of any Special Grant funding applications to the Home Office.  

Access to Special Grant funding is not guaranteed.  Any unsuccessful application for special 

funding could affect the level and adequacy of reserves.  Therefore the overall level will be 

kept under review during 2022/23 as part of medium term planning and the monitoring of 

risks.  Based on the ongoing Home Office support and dialogue, the strategy assumes that 

current levels of Home Office funding will continue.   
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Summary and Conclusion 

23. Unlike general reserves, earmarked reserves have been identified for specific areas of 

expenditure where there are anticipated costs that can only be estimated.  It is therefore 

prudent for the PCC to identify such areas and set aside amounts that limit future risk.  

Attached is a summary showing the movement of the reserves over the medium term.  

24. The future forecast of reserves is based on the 2022/23 MTRS, proposed for approval in 

February 2022. The strategy has assumed that in order to retain general reserves at 5%, or 

in a positive balance, all available earmarked reserves will be released first to support the 

general reserve. 

25. This will have an opportunity cost associated with it, in terms of constraining investment in 

transformation to the estate or in technology that would support the successful operation of a 

more efficient operating model.  Additionally, to maintain the general reserves to 5%, 

significant savings from the revenue policing budget will be required, potentially impacting on 

the policing service in South Yorkshire.  Hence dialogue remains open with the Home Office 

regarding certainty of government funding to support legacy costs. 

26. This strategy is reviewed annually with the PCC.  During the year changes may occur in the 

MTRS, which may affect this strategy.  Such changes will be monitored by the CFO and 

reported to the PCC appropriately. 

 

Sophie Abbott 

Chief Finance Officer 
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Reserves Forecast 2022/23 to 2026/27 

 

South Yorkshire Police & Crime Commissioner - Proposed Budget 2022/23       

            
Reserves Forecast (Including Insurance 
Provision)          

            

            

 31.3.22 Forecast 31.3.23 Forecast 31.3.24 Forecast 31.3.25 Forecast 31.3.26 Forecast 31.3.27 

(Millions) 
 

Movement  Movement  Movement  Movement  Movement  
General Fund 
Reserve £41.2 £0.8 £42.0 £-2.1 £39.9 £-4.6 £35.3 £-12.5 £22.8 £-16.4 £6.4 
Earmarked 
Reserves £6.1 £-0.3 £5.9 £0.0 £5.9 £0.0 £5.9 £0.0 £5.9 £-5.9 £0.0 

Insurance Reserve £12.1 £-3.4 £8.7 £0.0 £8.7 £0.0 £8.7 £0.0 £8.7 £0.0 £8.7 

Total Reserves £59.5 £-2.9 £56.6 £-2.1 £54.5 £-4.6 £49.9 £-12.5 £37.5 £-22.3 £15.1 

            
5% min General 
Fund Reserve £14.8   £15.5   £15.9   £16.4   £16.9   £17.5 

            

 

Note: Regular discussions take place with the Home Office and the Crime and Policing Minister regarding affordability and impact for South Yorkshire of the current Special 

Grant rules. 
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Earmarked Reserves  

Home Office Category Earmarked Reserve Description/Use 

Funding for planned expenditure over the 

period of the current medium term financial 

planning 

 

Council Tax Support Reserve This reserve is for any external grant from 

the Government in regards to Council Tax 

Support.  

Legacy Reserve 

 

This reserve has been set aside from 

underspends on legacy costs to fund future 

potential liabilities in relation to Hillsborough 

and CSE. 

Devolved Reserve 

 

As part of the devolved financial 

management arrangements, budget holders 

are allowed to carry forward underspends up 

to approved limits to fund expenditure in 

future years. 

Funding for specific expenditure beyond the 

current planning period 

 

Revenue Grant Reserve 

 

This reserve is for any external grant that 

has not been used in year, to allow it to be 

carried forward to fund future activity 

associated with the grant in forthcoming 

years. 
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PCC Commissioning Reserve 

 

This reserve is for any underspends on the 

PCC’s Commissioning Budget.  It will be 

carried forward to use in future years for 

both revenue and capital spend within 

approved limits.  Also, used to underwrite 

commissioned services where the funding 

period does not cover the full contract 

length. 

As a general contingency/resource to meet 

other expenditure needs held in accordance 

with sound principles of good financial 

management 

 

Insurance Reserve 

 

This represents sums set aside to fund 

potential liabilities under the current 

insurance arrangements.  This reserve is 

subject to periodic actuarial review. 

Redundancy Reserve 

 

This reserve is set aside to cover any future 

redundancy liabilities in relation to the Local 

Criminal Justice Board’s (LCJB) Business 

Manager.  The LCJB is funded by the PCC 

and external partners. 
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CAPITAL STRATEGY 2022 TO 2027 

 

 

 

 

 

 

 

 

 

 

 

Appendix E

Capital Strategy



1. Introduction 

1.1 The Capital Strategy is an integral part of the Police and Crime Commissioner’s 

(PCC’s) strategic planning and governance.  It summarises how the PCC’s capital 

investment and financing decisions are aligned with the aims of the Police and Crime 

Plan and the Medium Term Resources Strategy (MTRS) over a five year planning 

timeframe to 2026/27. 

1.2 The Strategy will reinforce the holistic approach taken by the PCC and the South 

Yorkshire Police Force (SYP) in taking a longer term view of demand and need and 

closely aligning strategic planning to improve outcomes for the people of South 

Yorkshire. 

1.3 Our approach to planning includes ensuring the MTRS, Reserves Strategy, VFM 

Strategy and Capital Strategy all support the delivery of the aims of the Police and 

Crime Plan.  Collaboration is a strong feature of the Capital Strategy, with the three 

major components of the capital programme – estates, IT and fleet – working with 

either South Yorkshire Fire and Rescue Services (SYFR), or with neighbouring police 

forces, to maximise the efficiency and effectiveness of services wherever possible. 

1.4 This is a higher level strategy.  It sets the framework for the more detailed Treasury 

Management Strategy, which covers investment and borrowing approaches.  This 

strategy concludes with a summary of expected capital expenditure to 2026/27, with 

the capital financing requirement and Minimum Revenue Provision policy over the 

same planning horizon. 

2. Background  
 
2.1 CIPFA’s revised Prudential and Treasury Management Codes requires the PCC to 

prepare a capital strategy for 2022/23, covering the following:  
 

 a high-level long term overview of how capital expenditure, capital financing and 
treasury management activity contribute to the provision of services, 

 an overview of how the associated risk is managed, and 

 the implications for future financial sustainability. 
 
2.2 The aim of this capital strategy is to ensure the overall long-term policy objectives 

and resulting capital strategy requirements, governance procedures and risk appetite 
are documented and understood by all the PCC’s stakeholders. 

2.3 The capital strategy includes capital expenditure, capital financing and aligns with the 
treasury management strategy, with a long term timeframe to 2026/27 and beyond.  

2.4 The proposed capital strategy is sustainable, affordable and prudent in the long term.  
A key priority of the PCC’s Police and Crime Plan is to develop further our ability to 
demonstrate value for money for South Yorkshire residents and the broader taxpayer 
and this will include capital programmes. 

2.5 The PCC’s capital expenditure plans are the key driver of treasury management 
activity.  The output of capital expenditure plans is reflected in the prudential 
indicators within the Treasury Management Strategy, which are designed to provide 
an overview and confirm capital expenditure plans. 

 

3.  The Capital Strategy



3.1  
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The  Capital Strategy builds on  three  key  underlying strategies which set out how  our 

key assets such as buildings, vehicles and IT systems are designed, managed and 

utilised to deliver the most effective services.  For instance, are  the  buildings  we use 

in the right locations and of the right configuration to support the increased presence 

of neighbourhood-based police officers, with the right IT  equipment  and information 

systems to enable more time  for officers to be  visible in neighbourhoods,  rather than 

completing paperwork at a desk,  and with the most efficient and fit for purpose fleet

of vehicles utilised.

Collaborative approaches, good governance, value for money and effective 

procurement arrangements exist for each component strategy, with clear links to 

demonstrate how they support delivery of the PCC’s and SYP’s strategic and

operational plans.

Following the SYP assessment of need exercise an ambitious capital programme

has been prepared from Asset Management Plans, Senior Command Team (SCT)

decision papers and business cases that have been progressed through Strategic 

Boards, aligned to strategic priorities.  The  capital programme includes ongoing 

schemes and new schemes requiring approval.  All new schemes require a capital 

scheme brief or business case that is generally progressed through Strategic 

Resourcing Board  (SRB)  prior to the scheme commencing.  SRB brings scrutiny and 

challenge prior to the submission to SCT for approval and then on  to the PCC for a 

final decision where this is greater than £250k.  Further work has also been 

undertaken jointly to improve capital processes by the PCC’s CFO, the Force CFO 

and the Director of Resources.  Work in this area is continuing.

Estates  Strategy

A new five year Estates Strategy and accompanying Delivery Plan and Roadmap

was created  in light of the Collaboration Board  decision  for SYP and SYFRS  to no 

longer  progress with a shared estates service.

The current  SYP  Estates  Strategy  2021  –  2026  was prepared by the Head of Estates

and  Facilities  and  approved at the PCC’s Estates Board in  December  2021.  It  details

the ideologies by which the estate will be managed to ensure that it is fit for purpose,

well maintained, and appropriately located buildings are available to support the 

policing of South Yorkshire with the three  key  principles:

a) Enabling  frontline policing delivery

b) Maintaining a well-managed, integrated estate

c) Driving efficiency  and effectiveness through transformation

These  support the priorities encapsulated in the PCC’s Police and Crime Plan and in 

force priorities too, enabling the efficient and effective delivery of policing and crime 

services wherever and however they are needed.  The Strategy and Delivery Plan is 

facilitated by a strengthened and increasingly professionalised Estates and Facilities 

team.

The Delivery Plan and Roadmap includes key workstreams such as uplift,  Smarter 

Ways of Working,  and a five year plan of works and projects, providing additional



structure to programmes of work and the need for the financing of them and when.  

The Delivery Plan is formed from existing agreed programmes, from emerging 

requirements due to nationally changing priorities and from the annual business 

planning process.  The programmes also include projects to support local policing 

initiatives, major schemes borne out of condition surveys and designed to improve 

resilience and efficiency in the estate for the future.  Repurposing of buildings to 

reflect changing needs and other minor schemes of work, forming part of the day-to-

day management of the estate alongside a robust programme of planned 

maintenance. 

Major schemes in the current Delivery Plan include: 

 Doncaster Police Station & Custody Suite  

 Robert Dyson House 

 Swan House (Europa 3) 

 Ecclesfield  

 Atlas Court 

 Carbrook House 

 Rotherham Main Street  

 Force Archive facility  

3.5 IT Strategy 

South Yorkshire Police has a joint IT Service shared with Humberside Police Force.  

The ‘Information Services Shared Strategy 2021-2025’ has been created in response 

to a changing environment in which the forces are increasingly depending on efficient 

IT services to meet the needs of the public they serve within Humberside and South 

Yorkshire Policing areas.  A new Target Operating Model (TOM) has been created, 

aligned to the IT Strategy in order to drive the businesses forward over the coming 

years. 

The joint IT Strategy is designed to deliver a range of benefits some of which are 

listed below: 

 Increased User Satisfaction  

 Reduced Service Desk Demand  

 Reduced Cost  

 Decreased Incident Resolution Times  

 Improved Project Delivery 

The vision and mission conveyed in the strategy are as follows: 

Vision: To be the “IT Shared Service” of choice, providing the ability for our businesses 

to be digitally enabled with the right tools to perform their roles and meet the business 

goals. 



Mission: The “IT Shared Service” fulfils the IT needs of the Forces by providing 

proven, high-quality, cost effective services on a day-to-day basis with minimal 

disruption to the businesses. 

The following key activities are included (amongst others) in the capital programme 

stemming from strategy: 

 ESN  

 Asset Refresh  

 Uplift 

3.6 Fleet Strategy 

The 10-year Joint Vehicle Fleet Management Strategy is in place to provide a focus 

for the activities of the department, in support of the wider organisational priorities of 

both SYP and SYFR.  The strategy outlines how we intend to ensure that our 

vehicles and associated equipment are procured, maintained and disposed of, whilst 

meeting operational needs and the needs of our communities.  Advances in 

technology and the road to Net Zero are key considerations, along with the impacts 

of Brexit and the pandemic, during a time when the number of Police Officers are 

being uplifted nationally.  Our plans are centred on increasing our in-house provision 

and ability to meet demand in a more cost-effective manner, through training, income 

generation and the management of data. 

The strategy is reviewed annually and is currently undergoing a refresh for 2022. 

4. Governance 

4.1 Capital investment planning is undertaken as part of the service strategic and 

financial planning process, where the need for capital investment is considered along 

with need, demand, impact, affordability (both the capital and revenue aspects), 

sustainability and risk.  The capital programme is examined in detail during the 

process, and prioritised and phased in line with the above considerations.  The final 

programme is reflected in the MTRS. 

4.2 Governance of the capital programme follows Financial Regulations and Financial 

Instructions, to ensure available resources are allocated to deliver value for money.  

4.3 The PCC’s Public Accountability Board (PAB) has ultimate responsibility for 

approving the capital strategy for investment and the multi-year capital programme.  

At PAB, the PCC will also approve any forecasted changes to the capital programme, 

in line with Financial Regulations. 

4.4 The joint Planning and Efficiency Group (PEG) between the PCC and Chief 

Constable reviews strategic and financial planning, including the development of the 

capital programme. 

 

 



4.5  Specific investment business cases are reviewed at the Chief Constable’s Strategic 

Change Board.  In developing the proposed capital programme, SYP’s Strategic 

Resources Board will further consider the business cases as Capital Scheme Briefs 

prior to inclusion in the draft capital programme proposed by the Chief Constable for 

approval by the PCC.  This will usually be considered alongside an updated Police 

and Crime Plan and MTRS. 

4.6 The Estates Board (chaired by the PCC) and respective joint collaboration boards for 

IT and Fleet will provide oversight to the development and evaluation of individual 

business cases and broader, longer term programmes that support strategic priorities 

prior to their submission for approval by the PCC. 

4.7 The Treasury Management Strategy that supports the Capital Strategy will be 
considered by the Joint Independent Audit Committee (JIAC). 

 

5. Capital Expenditure 2022/23 to 2026/27 

 

5.1 The table below summarises the capital expenditure plans over the life of the 

Medium Term Resources Strategy and how these plans are expected to be financed.  

Any shortfall of resources results in a funding borrowing need.  Forecasts have been 

included with regards to capital receipts due to the update of the estates strategy.  

Financing arrangements will be adjusted as/when disposals are completed and the 

disposal proceeds are received.  More detailed information around the financing of 

the capital programme, and associated risks can be found in the Treasury 

Management Strategy. 

Categories for Capital 
Programme 

Forecast 
2022/23  

£000 

Forecast 
2023/24 

£000 

Forecast 
2024/25 

£000 

Forecast 
2025/26 

£000 

Forecast 
2026/27 

£000 

Land & Buildings 16,690 23,222 9,131 1,100 1,100 

Vehicles 2,825 2,711 2,937 3,410 3,601 

IT 8,652 6,145 10,240 3,575 2,395 

Other Equipment 1,133 808 690 464 299 

Slippage adjustment (4,380) (1,183) 3,263 7,590 0 

Total 24,920 31,702 26,261 16,138 7,395 

 

Capital Budget 
Budget 
2021/22  

£000 

Forecast 
2022/23  

£000 

Forecast 
2023/24 

£000 

Forecast 
2024/25 

£000 

Forecast 
2025/26 

£000 

Forecast 
2026/27 

£000 

         

External Grants  287 0 0 0 0 0 

Capital Receipts 0 300 300 300 300 300 

Specific/Grants 0 0 0 0 0 0 

Revenue 
Contribution 

100 1,850 0 0 0 0 

Contribution from 
Capital Reserves 

0 0 0 0 0 0 

Borrowing 17,412 22,770 31,402 25,961 15,837 7,095 

Overall Total 17,799 24,920 31,702 26,261 16,137 7,395 



5.2 Other long-term liabilities - The above financing need excludes other long-term 

liabilities, such as leasing arrangements that already include borrowing instruments.  

5.3 The introduction of the anticipated IFRS16 following its delay due to the pandemic 

may have an impact on existing assets/leases that have a material effect on the 

balance sheet is being conducted in 2021/22, though, it will be a requirement for 

closing of the accounts for 2022/23 and thus will be reflected in next year’s Treasury 

Management Strategy.  Postponing the change is further supported, as CIPFA in 

February 2022 launched an emergency consultation to delay IFRS 16 

implementation. 

6. Borrowing Need (the Capital Financing Requirement) 

6.1 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 above, which has not 

immediately been paid for through a revenue or capital resource, will increase the 

CFR. 

6.2 The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is 

a statutory annual revenue charge, which broadly reduces the borrowing need. 

6.3 The CFR includes any other long-term liabilities (e.g. leases).  Whilst these increase 

the CFR, and therefore the PCC’s borrowing requirement, these types of scheme 

include a borrowing facility so the PCC is not required to separately borrow for these 

schemes. 

6.4 The CFR projections are set out below: 

 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 

Capital Financing 
Requirement 

£000 £000 £000 £000 £000 £000 

 Forecast Forecast Forecast Forecast Forecast Forecast 

 
       

Opening CFR 75,177 93,479 115,303 145,538 170,032 184,144 
       

Capital Investment       

Property, Plant, Equipment 19,656 24,920 31,702 26,261 16,137 7,395 

       

Source of Finance       

Capital Receipts 0 -300 -300 -300 -300 -300 

Govt Grants & Contributions -387 -1,850 0 0 0 0 

Sums set aside from 
revenue 

       

Minimum Revenue Provision -967 -946 -1,167 -1,468 -1,724 -1,888 

        

Closing CFR 93,479 115,303 145,538 170,032 184,144 189,352 

Note small differences are due to rounding’s 

 

 



7. Minimum Revenue Provision (MRP) Policy Statement 

7.1 The PCC is required to pay off an element of the accumulated capital expenditure 
each year (the CFR) through a revenue charge (MRP), although he is also allowed to 
undertake additional voluntary payments if required (voluntary revenue provision - 
VRP). 

7.2 Department for Levelling Up, Housing and Communities (DLUHC) have issued 
regulations which require the PCC to approve an MRP Statement in advance of 
each year. A variety of options is available to the PCC, as long as the provision is 
prudent.  

7.3 A review of the options has been undertaken and it is recommended that the MRP 
Statement for 2022/23 is as follows:- 

7.4 For capital expenditure incurred before 1 April 2008 or which in the future will be 
Supported Capital Expenditure, the MRP policy will be: 

 Existing practice - MRP will follow the existing practice outlined in the DLUHC 
regulations (option 1), which provides for an approximate 4% reduction in the 
borrowing need (CFR) each year. 

 
7.5 From 1 April 2008 for all unsupported borrowing (including leases) the MRP policy 

from 2019/20 will be: 
 

 Asset life method – MRP will be based on the estimated life of the assets, in 
accordance with the regulations (option 3), whereby the annuity method has been 
adopted. 

 



  
 

 
 

 
 

 
  

 
  

 
 

 
  

 

   
 

    

 
   

 

    

 

    
 

    
 

    
 

    

 

 
 

 
   

  

     
 

  
 

 
 

 
  

  
 

   

 
 

Appendix F
TREASURY MANAGEMENT STRATEGY

REPORT OF CHIEF FINANCE OFFICER

PURPOSE OF REPORT

1. To allow  the PCC  to scrutinise the  following documents in relation to 2022/23, and
if satisfied, to  approve the Treasury Management Strategy.  The documents below
have been updated to reflect the  approved 2022/23  budget.  It is intended to 
present the finalised document at the next JIAC meeting.

  CIPFA Treasury Management Code and Prudential Code revised codes
  implications  (Annex A)

  Treasury Management Policy Statement 2022/23  (Annex  B)

  Treasury Management Strategy Statement 2022/23  (Annex  C)

  Borrowing Strategy (Annex  D)

  Investment Strategy 2022/23  (Annex  E)

  Prudential Indicators 2022/23  (Annex  F)

  Minimum Revenue Provision (MRP) calculation  policy 2022/23  (Annex  G)

  Treasury Management Practices 2022/23  (Annex  H)

  Detailed  Economic  Commentary  (Annex  I)

KEY INFORMATION

2. It should be noted that  the Chartered Institute of Public Finance and Accountancy
(CIPFA)  published  updated  Treasury  Management  and  Prudential  Codes  on  20th

December 2021, they stated that there will be a soft introduction of the codes with
PCC’s,  with  full  implementation  required  for  2023/24.   A  brief  outline  of  the
requirements  of the new codes are  provided  in  Annex  A  for information.

3. However,  there is a  requirement that  PCC’s  must not borrow to invest primary for
financial return, which was  always implicit in the previous code. It is  now explicit in
the  revised  code  with  immediate  adherence.   The  CFO  confirms  that  we  were
already complying with this requirement.

4. The  proposed  Treasury  Management  Policy  Statement  for  2022/23  is  shown  at
Annex  B  and covers the definition of treasury management activities and the key
principles  underpinning  them.  The  definition  includes  the  investment  of  surplus
cash and the sourcing of external borrowing.  The PCC’s average daily cash  surplus
is made up of the amounts held in balances, reserves and provisions, usable capital
receipts, unapplied capital grants and temporary cash flow surpluses.



5. The proposed treasury management strategy statement for 2022/23 is attached at 
Annex C.  This continues to focus on economy and stability, to achieve the lowest 
net interest rate costs recognising the risk management implications, and protect 
the annual revenue budget from short term fluctuations on interest rates. 

 
6. CIPFA Prudential Code for Capital Finance in Local Authorities provides the formal 

guidance for the manner in which capital spending plans are to be considered and 
approved, and this strategy complies with the recommendations contained within 
the code. 

 

7. Prudential Indicators in respect of capital expenditure, external debt and treasury 
management activity are included at Annex D.  This includes the Authorised Limit 
for external borrowing required under section 3(1) of the Local Government Act 
2003. 

 
8. Guidance from The Department of Levelling Up, Housing and Communities (DLUHC 

- this was formerly the Ministry of Housing, Communities and Local Government 
(MHCLG)) requires the PCC to set an annual investment strategy.  The proposed 
strategy is set out at Annex E and has as its primary principle the security of 
investments. 

 
The criterion for choosing counterparties provides a sound approach to investment 
in “normal” market circumstances.  Whilst the PCC is asked to approve this base 
criteria, under exceptional current market conditions the PCC’s Chief Finance 
Officer will temporarily restrict further investment activity to those counterparties 
considered of higher credit quality than the minimum criteria set out for approval.  
These restrictions will remain in place until the banking system returns to “normal” 
conditions.  Similarly the time periods for investments will be restricted. 

 
9. The DLUHC (formerly MHCLG) has also issued statutory guidance setting out 

options for the way MRP may be calculated.  Further background to the guidance 
and the policy is set out at Annex F. 

 
10. The latest guidance from CIPFA recommends that detailed scrutiny of Treasury 

Management proposals is undertaken prior to approval, with a view to informing 
and expediting the formal consideration by the PCC. 

 
11. One of the cornerstones of effective treasury management is the preparation and 

implementation of suitable Treasury Management Practices (TMPs), which set out 
the manner in which the organisation will seek to achieve the treasury management 
policies and objectives and prescribe how it will manage and control those activities.  
A summary of the Treasury Management Practices relevant to the PCC is attached 
at Annex G.  Detailed schedules are being updated in consultation with our treasury 
management service providers which specify the systems and routines that are 
employed and the records that are maintained. 

 
12. Attention is drawn to the fact that under the Police and Social Reform Act 2011 the 

PCC continues to have responsibility for the Treasury Management activity of the 
South Yorkshire Police Group. 
 
 
 
 
 



The UK is currently rated as AA- but is still an approved country for investments.  
However, there are other countries (see table below for the current list) which have 
higher sovereign ratings than the UK (based on the two out of three ratings from the 
agencies Fitch, Moody’s and S&P) and have banks operating in sterling markets 
which have credit ratings of green or above in the Link Assets Services Treasury 
Solutions credit worthiness service. 

  

AAA AA+ AA 

Australia; Denmark; Germany; Luxembourg Finland Abu Dhabi (UAE) 

Netherlands; Norway; Singapore; Sweden Canada France 

Switzerland USA  

 
The strategy to investment with countries with ratings of AAA, AA+ and AA from two 
of the three rating agencies outlined above is still in place, provided they are also 
rated as green, or above, through Link Asset Services Treasury Solutions.  Any 
investment outside of the UK must be agreed with the PCC beforehand. 
 

13. There are no major changes to the content of the strategy this year, other than the 
introduction of the anticipated IFRS16 following its delay due to the pandemic. 
 

14. IFRS16 – In December 2020 leasing implementation had been deferred to 2022/23 
due to pressures on staff from the pandemic.  Therefore, any impact on existing 
assets/leases that have a material effect on the balance sheet will be conducted in 
2021/22, though, it will be a requirement for closing of the accounts for 2022/23 and 
thus will be reflected in next year’s Treasury Management Strategy.  Postponing 
the change is further supported, as CIPFA in February 2022 launched an 
emergency consultation to delay IFRS 16 implementation. 
 

15.  Affordability: Balanced Budget Requirement  
 
It is a statutory requirement under Section 33 of the Local Government Finance 
Act 1992 to produce a balanced budget. In particular, Section 33 requires the 
PCC, as a Local Authority, to calculate his budget requirement for each financial 
year to include the revenue costs that flow from capital financing decisions. 
 
This means that capital expenditure must be limited to a level where increases in 
charges to revenue from additional external interest and running costs are 
affordable within the projected income levels for the foreseeable future. 

 
Budget Assumptions  
 
The budget estimates associated with treasury management activity are set out 
below: 
 

 Estimate 
22/23 
£000 

Estimate 
23/24 
£000 

Estimate 
24/25 
£000 

Interest payable 1,739 2,395 3,035 

Debt Management Expenses 8 11 9 

Interest Receivable (75) (75) (75) 

Total 1,672 2,331 2,969 

 
 



16. Treasury management activities expose the PCC to a variety of financial risks, the 
key risks being credit risk, liquidity risk, re-financing risk and market risk.  Overall 
procedures for managing risk include adopting the requirements of CIPFA’s Code 
of Practice (including an approved Treasury Strategy and Investment Strategy), and 
approving annually in advance prudential indicators for the following three years. 

 
17. The treasury service itself is provided to the PCC by Doncaster Council through a 

service level agreement.  Additionally, under the service level agreement with 
Doncaster, the PCC uses Link Asset Management Services as his external treasury 
management advisers.  The company provides a range of services which include:  

 

 Technical support on treasury matters, capital finance issues and the drafting 
of member reports; 

 Economic and interest rate analysis; 

 Debt services which includes advice on the timing of borrowing; 

 Debt rescheduling advice surrounding the existing portfolio; 

 Generic investment advice on interest rates, timing and investment 
instruments; 

 Credit ratings/market information service comprising the three main credit 
rating agencies. 

 
It must be recognised that responsibility for treasury management decisions 
remains with the PCC at all times, which will ensure that undue reliance is not 
placed upon external service providers.  Whilst the advisers provide support to the 
internal treasury function under current market rules and the CIPFA Code of 
Practice, the final decision on treasury matters remains with the PCC.  The PCC 
will ensure that the terms of the advisor’s appointment and the methods by which 
their value will be assessed are properly agreed and documented, and subjected 
to regular review. 

 
SUPPORTING DOCUMENTATION: 
Annex A –  CIPFA Treasury Management Code and Prudential Code revised codes 

implications 
Annex B –  Treasury Management Policy Statement  
Annex C –  Treasury Management Strategy Statement  
Annex D –  Borrowing Strategy  
Annex E –  Investment Strategy  
Annex F –  Prudential Indicators  
Annex G –  Minimum Revenue Provision (MRP) calculation policy  
Annex H -  Treasury Management Practices  
Annex I -  Detailed Economic Commentary provided by Link Asset Management 
 

 

 
    

 
 

  

   

   

  

  
  

BACKGROUND PAPERS

  CIPFA’s Treasury Management in the Public Services: Code of Practice 2001 as
  revised  November 2009,  2011, 2017  and 2021.

  CIPFA’s Prudential Code for Capital Finance in Local Authorities 2003 as revised
  November 2009, 2011 and 2018.

  Local Government Act 2003

  DLUHC  Investment Guidance

  DLUHC  Minimum Revenue Provision Guidance

  Local Authorities (Capital Finance and Accounting  Regulations) 2003

  PWLB Circulars



  
 

 
 

  
 

  

 

    
 

  
  

   

 
 

 
 

 
 

 
 

 
 

 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

Annex  A

2021 REVISED CIPFA TREASURY CODE AND PRUDENTIAL CODE IMPLICATIONS

The following is a summary of the changes to the  CIPFA  prudential  and treasury  codes:

  a requirement for the  PCC  to adopt a new debt liability benchmark treasury
  indicator to support the financing risk management of the capital financing

requirement;

  clarifies  what CIPFA expects a local authority to borrow for and what  it  does
  not view as appropriate.  This will include the requirement to set a
  proportionate approach to commercial and service capital investment  (note  -

the PCC is not currently allowed to borrow for commercial purposes);

  address ESG  issues within the Capital Strategy;

  require implementation of a policy to review commercial property, with a view
  to divest where appropriate;  (not applicable to the PCC at the moment)

  create new Investment Practices to manage risks associated with non-
  treasury investment (similar to the current Treasury Management Practices);

  ensure that any long term treasury investment is supported by a business
  model;

  a requirement to effectively manage liquidity and longer term cash flow
  requirements;

  amendment to TMP1 to address ESG policy within the treasury management
  risk framework;

  amendment to the knowledge and skills register for individuals involved in the
  treasury management function  -  to be proportionate to the size and

complexity of the treasury management conducted by each council;

  a new requirement to clarify reporting requirements for service and
  commercial investment, (especially where supported by borrowing/leverage).

In  addition,  all  investments  and  investment  income  must  be  attributed  to  one  of  the

following three purposes:  -

Treasury management

Arising from the organisation’s cash flows or treasury risk management activity, this

type of investment represents balances which are only held until the cash is required

for use.  Treasury investments may also arise from other treasury risk management

activity which seeks to prudently manage the risks, costs or income relating to existing

or forecast debt or treasury investments.

Service delivery

Investments  held  primarily  and  directly  for  the  delivery  of  public  services  including

housing, regeneration and local infrastructure.  Returns on this category of investment

which are funded by borrowing are permitted only in cases where the income is “either

related to the financial viability of the  project in question or otherwise incidental to the

primary purpose”.

Commercial return

Investments held primarily for financial return with no treasury management or direct

service provision purpose.  Risks on such investments should be proportionate to a



council’s financial capacity – i.e., that ‘plausible losses’ could be absorbed in budgets 

or reserves without unmanageable detriment to local services.  An authority must not 

borrow to invest primarily for financial return. 

Under current regulations the PCC only operates in the “Treasury Management” category.  

As this Treasury Management Strategy Statement and Annual Investment Strategy deals 
soley with treasury management investments, the categories of service delivery and 
commercial investments will be dealt with as part of the Capital Strategy report.  However, 
as investments in commercial property have implications for cash balances managed by 
the treasury team, it will be for each authority to determine whether they feel it is relevant 
to add a high level summary of the impact that commercial investments have, or may 
have, if it is planned to liquidate such investments within the three year time horizon of 
this report, (or a longer time horizon if that is felt appropriate). 

Members will be updated on how all these changes will impact our current approach and 
any changes required will be formally adopted within the 2023/24 TMSS report. 

  



Annex B  
 

TREASURY MANAGEMENT POLICY STATEMENT 
 

1.  The PCC defines his treasury management activities as: 
 

“The management of the PCCs borrowing, investments, and cash flows, his 
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. The key principles underpinning treasury management activities are as follows: 
 
2.1  The PCC, along with his Chief Finance Officer, retains the responsibility for 

Treasury Management activity relating to the whole of the South Yorkshire Police 
Group. 

 
2.2  The PCC regards the successful identification, monitoring and control of risk to be 

the prime criterion by which the effectiveness of 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. 

 
2.3  The PCC acknowledges that effective treasury management will provide support 

towards the achievement of group business and service objectives.  He is therefore 
committed to the principles of achieving best value in treasury management, and 
employing suitable performance measurement techniques, within the context of 
effective risk management. 

 
3. There are two main objectives in relation to Treasury Management: 
 
3.1 To ensure that the PCCs cash flows are planned adequately, and that cash is 

available when it is required.  Surplus monies are invested in low risk 
counterparties or instruments commensurate with the PCC’s low risk appetite, 
providing adequate security and liquidity, before considering investment return. 

 
3.2 The funding of the PCC’s capital plans.  These capital plans provide a guide to the 

borrowing need of the PCC, essentially the longer-term cash flow planning, to 
ensure that the PCC can meet 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, when it is prudent and economical, 
outstanding debt could be restructured to meet the PCC’s risk or cost objectives. 

 
4.  The PCC’s high level policies for borrowing and investments are:  
 

Borrowing  
 

 If it was felt that there is a significant risk of a sharp fall in long and short term 
rates, then long term borrowing will be postponed. 

 
 
 
 

 



 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 then the portfolio position will 
be re-appraised with the likely action that fixed rate funding will be drawn 
whilst interest rates are lower than they are projected to be in the next few 
years. 

 
Investments  
 

 The PCC’s investment strategy has as its primary objective safeguarding the 
re-payment of the principal and interest of investments on time first, with 
ensuring adequate liquidity second and investment return third. In the current 
economic climate there is over-riding risk consideration, that of counterparty 
security.  The investment strategy therefore considers security, liquidity then 
yield as the order of precedence. 

 

 The PCC will continue to favour quality counterparties when placing funds, 
even if this involves a yield sacrifice. 

 

5. Prudential Code 
 

The PCC has adopted the CIPFA Treasury Management Framework and 
Prudential Code for Local Authorities. 
 

 
 
  



Annex C 
 

TREASURY MANAGEMENT STRATEGY STATEMENT 2022/23 
 
APPROVED ACTIVITIES OF TREASURY MANAGEMENT  
 
Treasury Management encompasses the following:  

 
a) Raising loans to fund capital payments, to re-finance maturing debt and to cover 

any temporary short-term cash flow deficits.  Arranging other financial 
instruments and credit arrangements. 

b) Debt restructuring to improve portfolio efficiency. 
c) Investment of the PCC’s long term and short term cash surpluses. 
d) Managing the PCC’s cash flow. 
e) Arranging leasing finance (excluding land and buildings) on behalf of the PCC. 
f) Dealing with financial institutions and brokers. 

 
FORMULATION OF TREASURY MANAGEMENT STRATEGY  
 
This involves a consideration of the following: 
 

a) General objectives when financing capital expenditure. 
 

 To minimise the net revenue costs of debt. 

 To optimise the use of borrowing, usable capital receipts, capital grants, 
operating leases and revenue resources. 

 To comply with all statutory controls and professional guidelines relating to 
treasury management. 

 
b) The prospects for interest rates and economic outlook.  A detailed commentary 

from our treasury advisors can be found at Annex I. 
 

c) Current interest rates and forecasts are as follows: 

 
Link Group Interest Rate View 

 
Table provided by Link Asset Services 

 
 
 

 
 
 
 
 
 
 



Annex D 
 

BORROWING STRATEGY 
 

The PCC is currently maintaining an under-borrowed position.  This means that the capital 

borrowing need (the CFR), 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 investment returns are low and counterparty risk is still an issue 

that needs to be considered.  Note that this position has to be managed with need and 

timing balanced appropriately.  

Against this background and the risks within the economic forecast, caution will be 

adopted with the 2022/23 treasury operations.  The Chief Finance Officer will monitor 

interest rates in financial markets and adopt a pragmatic approach to changing 

circumstances: 

 If it if it was felt that there was a significant risk of a sharp FALL in borrowing rates, 
then borrowing will be postponed. 

 
 If it was felt that there was a significant risk of a much sharper RISE in borrowing 

rates than that currently forecast, then the portfolio position will be re-appraised. 
Most likely, fixed rate funding will be drawn whilst interest rates are lower than they 
are projected to be in the next few years. 
 

 Excess funds, as a result of taking borrowing in advance of need, will be invested 
with high quality counterparties as set out in the annual investment strategy. 

 

Maturity Profile  
 
It is considered good practice to have a reasonably even spread of maturity dates for 
outstanding loans, thereby avoiding the need to replace a large proportion of total 
borrowings in a single year. 
 
The PCC's current policy is to observe the Prudential Indicators for the maturity profile. 
 
The maturity limit will continue to be reviewed as the PCC strives to achieve the best 
practice requirements of the Prudential Code. 
 

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

Borrowing in advance of need  

The PCC will not borrow more than or in advance of his needs purely in order to profit 
from the investment of the extra sums borrowed.  Any decision to borrow in advance will 
be within forward approved CFR estimates, and will be considered carefully to ensure that 
value for money can be demonstrated and that the PCC can ensure the security of such 
funds.  Risks associated with any borrowing in advance of activity will be subject to prior 
appraisal and subsequent reporting through the mid-year or annual reporting mechanism. 
 
 
 
 
 



Debt rescheduling 
 
Rescheduling of current borrowing in our debt portfolio is unlikely to occur as there is still 
a very large difference between premature redemption rates and new borrowing rates, 
even though the general margin of PWLB rates over gilt yields was reduced by 100 bps 
in November 2020.  This situation will be monitored however, if rescheduling was to be 
undertaken, it would be reported to the PCC formally. 

Financial institutions as a source of borrowing and / or types of borrowing  

Approved Sources of Long and Short term Borrowing 

On Balance Sheet Fixed Variable   

PWLB   

Municipal bond agency    

Local authorities   

Banks   

Pension funds   

Insurance companies   

Market (long-term)   

Market (temporary)   

Market (LOBOs)   

Overdraft   

Internal (capital receipts & revenue balances)   

Finance leases   

 

Consideration may also be given to sourcing funding at cheaper rates from the following: 

 Financial institutions (primarily insurance companies and pension funds but also 
some banks, out of spot or forward dates) 

 Municipal Bonds Agency  
 
The degree to which any of these options proves cheaper than PWLB Certainty Rate is 
still evolving, but our advisors will keep us informed.  Any decisions will be based on 
security, liquidity and yield, in that order. 

 



Annex E 
 

INVESTMENT STRATEGY 2022/23 
 

BACKGROUND 
 
The PCCs investment strategy has regard to the following: 
 

 DLUHC’s (formally MHCLG) Guidance on Local Government Investments (“the 
Guidance”) 

 CIPFA Treasury Management in Public Services Code of Practice and Cross 
Sectoral Guidance Notes 2017 (“the Code”) 

 CIPFA Treasury Management Guidance Notes 2018 
 

 

 

 

 

 

 

 

 

 

 

 

    

    

    

    

 

 
 

  
 

   
  

 
 

    

 
 

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).

  If it is thought that Bank Rate is likely to rise significantly within the time horizon
  being considered, then consideration will be given to keeping most investments as
  being short term or variable.

  Conversely, if it is thought that Bank Rate  is likely to fall  within that time period,
  consideration will be given to locking in higher rates currently obtainable, for longer

periods.

A  spread of maturity dates for investments will be maintained.

To monitor fixed and variable interest rates, and if it is considered appropriate, to have up

to the level of investable funds on variable rates of interest.

Investment returns expectations.

Economists  view  is  that  investment  returns  are  expected  to  improve  in  2022/23.  Bank

Rate forecasts for financial year ends (March) are:

  Q1 2022  0.75%

  Q1 2023  1.25%

  Q1 2024  1.25%

  Q1 2025  1.25%

Risk  Management Policy

The  PCC’s  investment  priorities  will  be,  as  its  primary  objective,  safeguarding  the
repayment of  the principal and interest of  investments on time first, with ensuring adequate
liquidity second and investment return third  (security, liquidity then yield).  Counterparty
limits are monitored through Link (our treasury advisors)  and other information,  in order
for officers to maintain adequate control over the operational investment process.

Guidance  from the  DLUHC  and CIPFA places  a high priority on the management of risk.
The PCC has adopted a prudent approach to managing risk and defines its risk appetite
by the following means:



Minimum acceptable credit criteria  
 
These are applied in order to generate a list of highly creditworthy counterparties.  This 
also enables diversification and thus avoidance of concentration risk.  The key ratings 
used to monitor counterparties are the short term and long-term ratings. 
 
Other information 
 
Ratings will not be the sole determinant of the quality of an institution; 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 achieve this consideration the PCC will engage with his advisors to maintain a monitor 
on market pricing such as “credit default swaps” and overlay that information on top of the 
credit ratings. 

 
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. 

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

 credit watches and credit outlooks from credit rating agencies; 

 Credit Default Swap (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 in a weighted 
scoring system which is then combined with an overlay of credit default swap 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 will therefore use counterparties within 
the following durational bands: 
 
 
 

 Yellow 5 years * 

 Dark pink 5 years for Ultra-Short Dated Bond Funds or Enhanced money market 
funds(EMMFs) with a credit score of 1.25 

 Light pink 5 years for Ultra-Short Dated Bond Funds or Enhanced money market 
funds (EMMFs) with a credit score of 1.5 

 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 
 



The Link Asset Services’ creditworthiness service uses a wider array of information other 
than just primary ratings.  Furthermore, by using a risk weighted scoring system, it does 
not give undue weight 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 and a Long Term rating of A-.  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 at least monthly.  The PCC is alerted to changes to 
ratings of all three agencies through its use of the Link Asset Services’ creditworthiness 
service. 
 

 if a downgrade results in the counterparty / investment scheme no longer meeting 
the PCC’s minimum criteria, 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 daily basis via the “Passport” website, provided by Link Asset 
Services.  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 the PCC will 
also use market data and market information, information on any external support for 
banks to help support the decision making process.  The following information summarises 
the credit worthiness policy: 
 

 

 
 

 

  Colour (and long term 

rating where applicable) 

Time  

Limit 

Banks * yellow 5yrs 

Banks  purple 2 yrs 

Banks  orange 1 yr 

Banks – part nationalised blue 1 yr 

Banks  red 6 mths 

Banks  green 100 days 

Banks  No colour N/A 

DMADF UK sovereign rating  6 months 

Local authorities n/a       365 days 

 
 
 

Y Pi1 Pi2 P B O R G N/C

1 1.25 1.5 2 3 4 5 6 7

Up to 5yrs Up to 5yrs Up to 5yrs Up to 2yrs Up to 1yr Up to 1yr Up to 6mths Up to 100days No Colour



Credit and Counterparty Risk Management 
 
The following will be used to manage counter party risk: 
 

 Specified Investments 
 
All such investments will be sterling denominated, with maturities up to maximum 
of 365 days, meeting the minimum ‘high’ quality criteria where applicable. 
 

 Non- Specified Investments 
 
These are any investments which do not meet the specified investment criteria. 
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 criteria, time limits and monetary limits applying to institutions or investment 
vehicles are as follows: 

 

 

Minimum 

credit criteria 

/ colour band 

Maximum % of total 

investments/ £ limit 

per institution 

Maximum 

maturity period 

DMADF – UK Government N/A 100%/No limit 6 months 

UK Government gilts 
UK sovereign 

rating  
100%/No Limit 12 months  

UK Government Treasury bills 
UK sovereign 

rating  
100%/No limit 12 months  

Ultra-Short Dated Bond Funds 

with a credit score of 1.25  
AAA 100% Liquid 

Ultra-Short Dated Bond Funds 

with a credit score of 1.5   
AAA 100% Liquid 

Money market funds 

(CNAV/LVNAV or VNAV) 
AAA 100% Liquid 

Local authorities N/A 100% 12 months  

Term deposits with banks and 

building societies - £30m with 

any one institution and £30m 

with any one banking group. 

Blue 

Orange 

Red 

Green 

No Colour 

£30m 

12 months  

12 months  

 6 months 

100 days 

Not for use 

Term deposits with other 

counterparties - £15m with any 

one institution and £30m with 

any one banking group. 

Blue 

Orange 

Red 

Green 

No Colour 

£15m 

12 months  

12 months  

 6 months 

100 days 

Not for use 

 

The above criteria is unchanged from last year. 
 
 
 
 
 
 
 



Accounting treatment of investments:  

The accounting treatment may differ from the underlying cash transactions arising from 

investment decisions made by the PCC.  To ensure that the PCC is protected from any 

adverse revenue impact, which may arise from these differences, the accounting 

implications of new transactions will be reviewed before they are undertaken. 

As a result of the change in accounting standards for 2022/23 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. 

Country limits 

The UK is currently rated as AA- but is still an approved country for investments.  However, 
there are other countries (see table below for the current list) which have higher sovereign 
ratings than the UK (based on the two out of three ratings from the agencies Fitch, 
Moody’s and S&P) and have banks operating in sterling markets which have credit ratings 
of green or above in the Link Assets Services Treasury Solutions credit worthiness 
service.   
  

AAA AA+ AA 

Australia; Denmark; Germany; Luxembourg Finland Abu Dhabi (UAE) 

Netherlands; Norway; Singapore; Sweden Canada France 

Switzerland USA  

 
The strategy enables investment with countries with ratings of AAA, AA+ and AA from two 
of the three rating agencies outlined above, provided they are also rated as green, or 
above, through Link Asset Services Treasury Solutions.  Any investment outside of the 
UK must be agreed with the PCC beforehand. 
 
End of year investment report 

At the end of the financial year, the PCC will report on his investment activity as part of 
the Annual Treasury Report. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 Annex F 

PRUDENTIAL INDICATORS 
 

1. Capital Expenditure  
 

Capital expenditure 
£’000 

2020/21 
Actual 
£000 

2021/22 
Estimate 

£000 

2022/23 
Estimate 

£000 

2023/24 
Estimate 

£000 

2024/25 
Estimate 

£000 

Total 11,779 19,656 24,920 31,702 26,261 

 

Other long-term liabilities - The above financing need excludes other long-term 

liabilities, such as leasing arrangements that already include borrowing instruments.  

The PCC no longer holds any other long term liabilities. 

The table below summarises the above capital expenditure plans and how these 

plans are forecast to be financed by capital or revenue resources.  Any shortfall of 

resources results in a funding borrowing need.  Forecasts have been included with 

regards to capital receipts due to the estate strategy, which is a change from last 

year.  Financing arrangements with be adjusted as/when disposals are completed 

and the disposal proceeds are received. 

It should be noted that the government’s capital grant has now been abolished, and 

as such any capital investment will have to be funded locally. 

 

Financing of capital 
expenditure £’000 

2020/21 
Actual 
£000 

2021/22 
Estimate 

£000 

2022/23 
Estimate 

£000 

2023/24 
Estimate 

£000 

2024/25 
Estimate 

£000 

Capital receipts 320 0 300 300 300 

Capital grants 287 287 0 0 0 

Capital reserves 0 0 0 0 0 

Revenue 0 100 1,850 0 0 

Net financing need 
for the year 

11,172 19,269 22,770 31,402 25,961 

 
2.  
 

 

  

  

 

 

 
  

 
 

The Capital Financing Requirement (CFR)

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 above, which has

not immediately been paid for through a revenue or capital resource, 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.

The CFR includes any other long-term liabilities (e.g. leases).  Whilst these increase
the CFR, and therefore the PCC’s borrowing requirement, these types of scheme
include a borrowing facility so the PCC is not required to separately borrow for these
schemes.



 

 
The PCC is asked to approve the CFR projections below: 

 

£’000 2020/21 
Actual 

2021/22 
Estimate 

2022/23 
Estimate 

2023/24 
Estimate 

2024/25 
Estimate 

Total CFR 75,177 93,479 115,303 145,539 170,032 

Movement in CFR 10,183 18,302 21,824 30,236 24,494 

 
Movement in the CFR represented by: 
 

Net financing need 
for the year (above) 

11,172 19,269 22,770 31,402 25,961 

Less MRP/VRP 
and other financing 
movements 

-989 -967 -946 -1,167 -1,468 

Movement in CFR 10,183 18,302 21,824 30,236 24,494 

 
3. Debt and the CFR  

 
In accordance with best professional practice, the PCC does not associate 
borrowing with particular items or types of expenditure. 
 
The PCC has an integrated treasury management strategy and has adopted the 
CIPFA Code of Practice for Treasury Management in the Public Services.  The PCC 
has, at any point in time, a number of cashflows both positive and negative, and 
manages his treasury position in terms of borrowings and investments in accordance 
with the approved treasury management strategy and practices. 
 
In day to day cash management, no distinction can be made between revenue cash 
and capital cash.  External borrowing arises as a consequence of all the financial 
transactions of the PCC and not simply from those arising from capital spending.  In 
contrast, the capital financing requirement reflects the PCC’s underlying need to 
borrow for a capital purpose. 
 
CIPFA’s Prudential Code for Capital Finance in Local Authorities includes the 
following as a key indicator of prudence: 
 
“In order to ensure that over the medium term net borrowing will only be for a capital 
purpose, the PCC should ensure that net external borrowing does not, except in the 
short term, exceed the total of capital financing requirement in the preceding year 
plus the estimates of any additional capital financing requirement for the current and 
next two financial years". 
 
The PCC’s Chief Finance Officer reports that the PCC has had no difficulty 
meeting this requirement in 2021/22, and does not envisage any difficulties in the 
future.  The PCCs external debt is not currently above his borrowing need or CFR. 
 

 
 
 
 



 
 

 2020/21 
Actual 
£000 

2021/22 
Estimate 

£000 

2022/23 
Estimate 

£000 

2023/24 
Estimate 

£000 

2024/25 
Estimate 

£000 

External Debt 

a. PWLB debt at 1 April 37,070 35,570 34,070 55,340 83,742 

    Repayment of debt -1,500 -1,500 -1,500 -3,000 -1,786 

    Forecast new debt 0 0 22,770 31,402 25,961 

Total PWLB debt 35,570 34,070 55,340 83,742 107,918 

 

Gross debt at 31 March 35,570 34,070 55,340 83,742 107,918 

The CFR 75,177 93,479 115,303 145,539 170,032 

Under / (over) borrowing 39,607 59,409 59,963 61,796 62,115 

 
4. Authorised Limit for External Debt  
 

It is recommended that the PCC authorises the following limits for his total external 
debt gross of investments for the next three financial years: 

 

Authorised limit  
£’000 

2021/22 
Estimate 

£000 

2022/23 
Estimate 

£000 

2023/24 
Estimate 

£000 

2024/25 
Estimate 

£000 

Debt 102,827  126,834  160,092  187,035  

Other long term liabilities 0 0 0 0 

Total 102,827  126,834  160,092  187,035  

 
The limits separately identify borrowing and other long term liabilities such as finance 
leases. 

 
The PCC’s Chief Finance Officer reports that these authorised limits are consistent 
with the PCC’s current commitments, existing plans and the proposals in the 
2022/23 budget report for capital expenditure and financing, and with the PCCs 
approved treasury management policy statement and practices. 
 
The PCC’s Chief Finance Officer confirms that the limits are based on the estimate 
of most likely, prudent but not worst case scenario, with sufficient headroom over 
and above this to allow for operational management, for example unusual cash 
movements.  Plans for capital expenditure, estimates of the capital financing 
requirement and estimates of cashflow requirements for all purposes have been 
taken into account. 
 
The PCC is asked to note that the authorised limit determined for 2022/23 will be the 
statutory limit determined under section 3(1) of the Local Government Act 2003. 
 
 
 

 



5. Operational Boundary for External Debt  
 

The PCC is also asked to approve the following operational boundary for external 
debt. 

 
The proposed operational boundary for external debt is based on the same 
estimates as the authorised limit but reflects directly the PCC’s Chief Finance 
Officer’s estimate of the most likely, prudent but not worst case scenario, without the 
additional headroom.  It reflects the limit beyond which external debt is not normally 
expected to exceed.  Within the operational boundary, figures for borrowing and 
other long term liabilities are separately identified. 

  
The operational boundary represents a key management tool for in year monitoring 
by the PCC’s Chief Finance Officer and it is based on the CFR. 

 

boundaryOperational
£’000 

2021/22 
Estimate 

£000 

2022/23 
Estimate 

£000 

2023/24 
Estimate 

£000 

2024/25 
Estimate 

£000 

Debt 93,479  115,303  145,538  170,032  

Other long term liabilities 0 0 0 0 

Total 93,479  115,303  145,538  170,032  

 
In 2022/23 the PCC will be required to implement IFRS 16 which is replacing the 
previous accounting standard applied for leases.  This standard removes the 
distinction between finance and operating leases which means that many of the 
PCC’s existing leases will now be brought onto the balance sheet, potentially 
increasing the PCC’s CFR and therefore increasing the operational boundary.  The 
effect of this for the PCC is currently projected to be minimal, however this will be 
monitored on an ongoing basis. 

 
6. Affordability prudential indicators 

 
The previous sections cover the overall capital 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: 

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. 
 

 2020/21 
Actual 

% 

2021/22 
Estimate 

% 

2022/23 
Estimate 

% 

2023/24 
Estimate 

% 

2024/25 
Estimate 

% 

Total 1.64 1.15 1.12 1.45 1.82 

 
 
  
 
 
 



Impact of Capital Expenditure Proposals on Precept  
 

The estimate of the incremental impact of capital investment decisions proposed 
in 2021/22 and the forecast for 2022/23 to 2023/24 over and above capital 
investment decisions that have previously been taken by the PCC is: 
 

 2020/21 
Estimate 

% 

2021/22 
Estimate 

% 

2022/23 
Estimate 

% 

2023/24 
Estimate 

% 

Incremental Impact -0.0002 -0.0001 0.0002 0.0010 

 
7. 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: 
 

Maturity structure of fixed interest rate borrowing 2022/23 

 Lower Upper 

Under 12 months 0% 50% 

12 months to 2 years 0% 75% 

2 years to 5 years 0% 80% 

5 years to 10 years 0% 80% 

10 years and above  25% 100% 

 
8. Adoption of the CIPFA Code of Practice for Treasury Management in the 

Public Services  
 

The PCC has adopted this code as outlined in section 2, paragraph 7 of Financial 
Regulations 2018, as the 2021 revised codes formal adoption is not required until 
the 2023/24 financial year and therefore not followed. 

 
9. Total Principal Sums invested for periods longer than 364 days  
 

The PCC’s strategy does not allow for investments longer than 364 days. 
 
10. PCC and Officer Training  
 

The increased consideration of treasury management matters and the need to 
ensure officers dealing with treasury management are trained and kept up to date 
requires a suitable training process for officers. 

  
Officer Training: Regular Intermediate and Advanced Treasury Management training 
is undertaken by key members of staff.  The majority of this training is provided by 
Link, however, staff are encouraged to undertake other relevant training as it 
becomes available. 

 



Training for the PCC and members of the Independent Audit Committee is available 
through Treasury Management courses provided by Link, these have been provided 
for in the OPCC budget. 

  



Annex G  
MRP POLICY STATEMENT 

 
1.  BACKGROUND 
 
The PCC is required to pay off an element of the accumulated capital spend each year 
(the CFR) through a revenue charge (minimum revenue provision - MRP), although he is 
also allowed to undertake additional voluntary payments if required (voluntary revenue 
provision - VRP). 
 
DLUHC (formerly MHCLG) have issued regulations which require the PCC to approve an 
MRP Statement in advance of each year.  A variety of options is available to the PCC, as 
long as the provision is prudent. 
 
By way of explanation, under Regulations 27 and 28 of the 2003 Local Authorities Capital 
and Finance and Accounting (England) Regulations, local authorities, including Police and 
Crime Commissioners (PCCs), are required to charge MRP to their revenue account each 
financial year.  It gives them flexibility in how they calculate MRP, providing the calculation 
is ‘prudent’ and has regard to the Statutory Guidance on MRP issued by the Secretary of 
State. 
 
There are four options for calculating a prudent provision. Local authorities can use a mix 
of these options for debt taken out at different times whilst having regard to the guidance 
and complying with the statutory duty to make a prudent provision. 
The four suggested MRP options available (in the statutory guidance) are: 
 
Option 1:  Regulatory Method 
Option 2: CFR Method 
Option 3: Asset Life Method 
Option 4: Depreciation Method 
 

 
 

 

 
 

 
 

 

  
 

 

 
 

The  PCC  approved  the  2019/20  MRP  Policy  Statement  in  February  2019.  The  Policy
followed Option 1, the regulatory method, for capital expenditure incurred before 1 April
2008,   i.e.  an  approximate  4%  reduction  in  the  borrowing  need  (CFR)  each  year  and
Option 3, the asset life method for all unsupported expenditure incurred on or after 1 April
2008, with the charge based on the life of the assets.  The latter charge commencing  in
the year in which the asset first becomes operational.

The review of the PCC’s MRP was undertaken, based on the Statutory Guidance with a
view to implementing the change from the 2019/20 financial year.

No change was recommended to the treatment of capital expenditure incurred prior to 1
April 2008.  The current method of applying a 4% charge on a reducing balance basis will
therefore continue to apply.

For post 1 April 2008 capital expenditure, the current method, Option 3, has two options
as  to  how  to  calculate  the  MRP  for  capital  expenditure  incurred  after  this  date  that  is
undertaken through the Prudential system where there is no Government support (self-
financed).  The first is the equal instalment method.  This has been applied to 31 March
2019,  whereby  an  equal  annual  amount  is  charged  to  the  revenue  account  over  the
estimated life of the asset.  The second option is the annuity method. This links MRP to
the  flow  of  benefits  from  an  asset  where  the  benefits  are  expected  to  increase  in  later
years.



The PCC approved a change to the MRP policy, adopting the annuity method from 1.4.19, 
and this method continues into 2022/23. 
 
2.  MRP POLICY STATEMENT 2022/23 
 
a.  For capital expenditure incurred before 1 April 2008 or which in the future will be 

Supported Capital Expenditure, the MRP policy will be: 
 

Existing practice  
 

MRP will follow the existing practice outlined in the DLUHC regulations (option 
one), which provides for an approximate 4% reduction in the borrowing need (CFR) 
each year. 

  
b. From 1 April 2008 for all unsupported borrowing (including leases) the MRP policy 

from 2019/20 will be: 
 

Asset life method 
 

MRP will be based on the estimated life of the assets, in accordance with the 
regulations (option three), whereby the annuity method has been adopted. 

  



Annex H 
 

TREASURY MANAGEMENT PRACTICES 

CIPFA recommends that an organisation’s treasury management practices (TMP’s) 

include those of the following that are relevant to its treasury management powers and 

the scope of its treasury management activities.  Treasury management practices 

documents for each of the following are in use for the PCCs treasury management 

activities.  A detailed review of these is currently being undertaken in conjunction with 

Doncaster Council’s Treasury Management Department (our providers).  Further details 

can be provided to members should they required them. 

 
TMP1   Risk management 

This practice document covers the following risks:  credit and 
counterparty, liquidity, interest rate, exchange rate, inflation, re-financing, 
legal and regulatory, price risk, fraud, error, corruption and contingency 
management. 

 
TMP2  Performance measurement 
 
TMP3  Decision-making and analysis 
 
TMP4   Approved instruments, methods and techniques 
 
TMP5  Organisation, clarity and segregation of responsibilities, and dealing 

arrangements 
 
TMP6  Reporting requirements and management information 
 
TMP7   Budgeting, accounting and audit arrangements  
 
TMP8   Cash and cash flow management  
 
TMP9   Money laundering/Bribery 
 
TMP10  Training and qualifications 
 
TMP11  Use of external service providers 
 
TMP12  Corporate governance 
 

  



Annex I 
 

DETAILED ECONOMIC COMMENTARY 

 

COVID-19 vaccines.  

These were the game changer during 2021 which raised high hopes that life in the UK 

would be able to largely return to normal in the second half of the year. However, the 

bursting onto the scene of the Omicron mutation at the end of November, rendered the 

initial two doses of all vaccines largely ineffective in preventing infection. This has dashed 

such hopes and raises the spectre again that a fourth wave of the virus could overwhelm 

hospitals in early 2022. What we now know is that this mutation is very fast spreading with 

the potential for total case numbers to double every two to three days, although it possibly 

may not cause so much severe illness as previous mutations. Rather than go for full 

lockdowns which heavily damage the economy, the government strategy this time is 

focusing on getting as many people as possible to have a third (booster) vaccination after 

three months from the previous last injection, as a booster has been shown to restore a 

high percentage of immunity to Omicron to those who have had two vaccinations. There 

is now a race on between how quickly boosters can be given to limit the spread of Omicron, 

and how quickly will hospitals fill up and potentially be unable to cope. In the meantime, 

workers have been requested to work from home and restrictions have been placed on 

large indoor gatherings and hospitality venues. With the household saving rate having 

been exceptionally high since the first lockdown in March 2020, there is plenty of pent-up 

demand and purchasing power stored up for services in sectors like restaurants, travel, 

tourism and hotels which had been hit hard during 2021, but could now be hit hard again 

by either, or both, of government restrictions and/or consumer reluctance to leave home. 

Growth will also be lower due to people being ill and not working, similar to the pingdemic 

in July. The economy, therefore, faces significant headwinds although some sectors have 

learned how to cope well with Covid. However, the biggest impact on growth would come 

from another lockdown if that happened. The big question still remains as to whether any 

further mutations of this virus could develop which render all current vaccines ineffective, 

as opposed to how quickly vaccines can be modified to deal with them and enhanced 

testing programmes be implemented to contain their spread until tweaked vaccines 

become widely available. 

 

 

 

 

 
 

  
  

 
 

 

 
 

 
 

A SUMMARY OVERVIEW OF THE FUTURE PATH OF BANK RATE

  In December, the Bank of England became the first major western central bank to put
  interest rates up in this upswing in the current business cycle in western economies as
  recovery progresses from the Covid recession of 2020.

  The next increase in Bank Rate could be in February or May, dependent on how severe
  an impact there is from Omicron.

  If there are lockdowns in  January, this could pose a barrier for the MPC to putting Bank
  Rate up again as early as 3rd  February.

  With inflation expected to peak at around 6% in April, the MPC may want to be seen
  to  be  active  in  taking  action  to  counter  inflation  on  5th  May,  the  release  date  for  its

Quarterly Monetary Policy Report.

  The December 2021 MPC meeting was more concerned with combating inflation over
  the medium term than supporting economic growth in the short term.

  Bank Rate increases beyond May are difficult to forecast  as inflation is likely to drop
  sharply in the second half of 2022.



 

 

 
 

 

 
 

  
 

   
   

 

  

 

 
 

 

 

 
 

    

 
 

    

 

  

 
 

 

  However, the MPC will want to normalise Bank Rate over the next three years so that
  it has its main monetary policy tool ready to use in time for the next down-turn; all rates
  under 2% are  providing stimulus to economic growth.

  We have put year end 0.25% increases into Q1 of each financial year from 2023 to
  recognise this upward bias in Bank Rate  -  but the actual timing in each year is difficult
  to predict.

  Covid remains a major potential downside threat in all three years as we ARE likely to
  get further mutations.

  How quickly can science come up with a mutation proof vaccine, or other treatment,  –
  and for them to be widely administered around the world?

  Purchases of gilts under QE ended in December.  Note that when Bank Rate reaches
  0.50%, the MPC has said it will start running down its stock of QE.

MPC MEETING 16H  DECEMBER 2021

  The Monetary Policy Committee (MPC) voted 8-1 to raise Bank Rate by 0.15% from
  0.10% to 0.25% and unanimously  decided to make no changes to its programme of
  quantitative easing purchases due to finish in December 2021 at a total of £895bn.

  The  MPC  disappointed  financial  markets  by  not  raising  Bank  Rate  at  its  November
  meeting. Until Omicron burst on the scene, most forecasters, therefore, viewed a Bank
  Rate  increase  as  being  near  certain  at  this  December  meeting  due  to  the  way  that
  inflationary  pressures  have  been  comprehensively  building  in  both  producer  and
  consumer  prices,  and  in  wage  rates.  However,  at  the  November  meeting,  the  MPC
  decided it wanted to have assurance that the labour market would get over the end of

the  furlough  scheme  on  30th  September  without  unemployment  increasing  sharply;
their  decision  was,  therefore,  to  wait  until  statistics  were  available  to  show  how  the
economy had fared at this time.

  On 10th  December we learnt of the disappointing  0.1% m/m rise in GDP  in October
  which suggested that economic growth had already slowed to a crawl even before the

Omicron variant was discovered in late November. Early evidence suggests growth in
November  might  have  been  marginally  better.  Nonetheless,  at  such  low  rates  of
growth, the government’s “Plan B” COVID-19 restrictions could cause the economy to
contract in December.

  On 14th  December, the  labour  market statistics  for the three months to October and
  the single month of October were released.  The fallout after the furlough scheme was

smaller and shorter than the Bank of England had feared. The single-month data were
more  informative  and  showed  that  LFS  employment  fell  by  240,000,  unemployment
increased  by  75,000  and  the  unemployment  rate  rose  from  3.9%  in  September  to
4.2%. However, the weekly data suggested this didn’t last long as unemployment was
falling again by the end of October. What’s more,  the 49,700 fall in the claimant count
and  the  257,000  rise  in  the  PAYE  measure  of  company  payrolls  suggests  that  the
labour  market  strengthened  again  in  November.  The  other  side  of  the  coin  was  a
further rise in the number of vacancies from 1.182m to a record 1.219m in the three
months to November which suggests that the supply of labour is struggling to keep up
with demand, although the single-month figure for November fell for the first time since
February, from 1.307m to 1.227m.

  These figures by themselves, would probably have been enough to give the MPC the
  assurance  that  it  could  press  ahead  to  raise  Bank  Rate  at  this  December  meeting.
  However, the advent of Omicron potentially threw a spanner into the works as it  poses



 
 

   

 
 

  

 
 

 

 
 

 
 

 

  

 
 

  
 

 

  

 
 

 

 

  
 

a major headwind to the economy which, of itself, will help to cool the economy.  The
financial markets, therefore, swung round to expecting no change in Bank Rate.

On 15th December we had the  CPI inflation  figure for November which spiked up
further  from  4.2%  to  5.1%,  confirming  again  how  inflationary  pressures  have  been
building  sharply.  However,  Omicron  also  caused  a  sharp  fall  in  world  oil  and  other
commodity prices; (gas and electricity inflation has generally accounted on average for
about 60% of the increase in inflation in advanced western economies).

Other elements of inflation are also transitory  e.g., prices of goods being forced up
by supply shortages, and shortages of shipping containers due to ports being clogged
have  caused  huge  increases  in  shipping  costs.   But  these  issues  are  likely  to  clear
during 2022, and then prices will subside back to more normal levels.  Gas prices and
electricity prices will also fall back once winter is passed and demand for these falls
away.

Although it is possible that the Government could step in with some  fiscal support for
the  economy,  the  huge  cost  of  such  support  to  date  is  likely  to  pose  a  barrier  to
incurring further major economy wide expenditure unless it is very limited and targeted
on  narrow  sectors  like  hospitality,  (as  announced  just  before  Christmas).  The
Government  may  well,  therefore,  effectively  leave  it  to  the  MPC,  and  to  monetary
policy,  to  support  economic  growth  –  but  at  a  time  when  the  threat  posed  by  rising
inflation is near to peaking!

This is the adverse set of factors against which the MPC had to decide on Bank Rate.
For the second month in a row, the MPC blind-sided financial markets, this time with a
surprise increase in Bank Rate from 0.10% to 0.25%.  What’s more, the hawkish
tone of comments indicated that the MPC is now concerned that inflationary pressures
are indeed building and need concerted action by the MPC to counter. This indicates
that there will be more increases to come with financial markets predicting 1% by the
end  of  2022.  The  8-1  vote  to  raise  the  rate  shows  that  there  is  firm  agreement  that
inflation now poses a threat, especially after the CPI figure hit a 10-year high this week.
The  MPC  commented  that  “there  has  been  significant  upside  news”  and  that  “there
were some signs of greater persistence in domestic costs and price pressures”.

On the other hand, it did also  comment that  “the Omicron variant is likely to weigh
on  near-term  activity”.  But  it  stressed  that  at  the  November  meeting  it  had  said  it
would  raise rates if the economy evolved as it expected and that now “these conditions
had been met”.  It  also appeared more  worried about the  possible boost  to inflation
form Omicron itself.  It said that “the current position of the global and  UK economies
was materially  different compared  with prior to the  onset of the  pandemic,  including
elevated levels of consumer price inflation”. It also noted the possibility that renewed
social distancing would boost demand for goods again, (as demand for services would
fall), meaning “global price pressures might persist for longer”. (Recent news is that
the largest port in the world in China has come down with an Omicron outbreak which
is not only affecting the port but also factories in the region.)

On top of that, there were no references this month to inflation being expected to be
below  the  2%  target  in  two  years’  time,  which  at  November’s  meeting  the  MPC
referenced to suggest the markets had gone too far in expecting interest rates to rise
to over 1.00% by the end of the year.



 These comments indicate that there has been a material reappraisal by the MPC of 
the inflationary pressures since their last meeting and the Bank also increased its 
forecast for inflation to peak at 6% next April, rather than at 5% as of a month ago. 
However, as the Bank retained its guidance that only a “modest tightening” in policy 
will be required, it cannot be thinking that it will need to increase interest rates that 
much more. A typical policy tightening cycle has usually involved rates rising by 0.25% 
four times in a year. “Modest” seems slower than that. As such, the Bank could be 
thinking about raising interest rates two or three times next year to 0.75% or 1.00%. 
 

 In as much as a considerable part of the inflationary pressures at the current time are 
indeed transitory, and will naturally subside, and since economic growth is likely to be 
weak over the next few months, this would appear to indicate that this tightening cycle 
is likely to be comparatively short.  
 

 As for the timing of the next increase in Bank Rate, the MPC dropped the comment 
from November’s statement that Bank Rate would be raised “in the coming months”. 
That may imply another rise is unlikely at the next meeting in February and that May 
is more likely.  However, much could depend on how adversely, or not, the economy 
is affected by Omicron in the run up to the next meeting on 3rd February.  Once 0.50% 
is reached, the Bank would act to start shrinking its stock of QE, (gilts purchased by 
the Bank would not be replaced when they mature). 
 

 The MPC’s forward guidance on its intended monetary policy on raising Bank 
Rate versus selling (quantitative easing) holdings of bonds is as follows: - 

o Raising Bank Rate as “the active instrument in most circumstances”. 
o Raising Bank Rate to 0.50% before starting on reducing its holdings. 
o Once Bank Rate is at 0.50% it would stop reinvesting maturing gilts. 
o Once Bank Rate had risen to at least 1%, it would start selling its holdings. 

 

 

 

 

  
  

 
 

  

 

 

US.  Shortages of goods and intermediate goods like semi-conductors, have been fuelling
increases in prices and reducing economic growth potential. In November,  CPI  inflation
hit a near 40-year record level of 6.8%  but with energy prices then falling sharply, this is
probably the peak.  The biggest problem for the Fed is the mounting evidence of a strong
pick-up in cyclical price pressures e.g., in rent which has hit a  decades high.
Shortages  of  labour  have  also  been  driving  up  wage  rates  sharply;  this  also  poses  a
considerable threat to feeding  back  into producer  prices  and  then into consumer  prices
inflation. It now also appears that there has been a sustained drop in the labour force which
suggests the pandemic has had a longer-term scarring effect in reducing potential GDP.
Economic growth may therefore be reduced to between 2 and 3% in 2022 and 2023 while
core inflation is likely to remain elevated at around 3% in  both years instead of declining
back to the Fed’s 2% central target.
Inflation  hitting  6.8%  and  the  feed  through  into  second  round  effects,  meant  that  it  was
near  certain  that  the  Fed’s  meeting  of  15th  December  would  take  aggressive  action
against  inflation.  Accordingly,  the  rate  of  tapering  of  monthly  $120bn  QE  purchases
announced  at  its  November  3rd  meeting.  was  doubled  so  that  all  purchases  would  now
finish in February 2022.  In addition, Fed officials had started discussions on running down
the stock  of QE  held  by the  Fed.  Fed  officials  also expected  three  rate  rises in  2022  of
0.25% from near zero currently, followed by three in 2023 and two in 2024, taking rates
back  above 2%  to  a  neutral  level for  monetary  policy.  The first  increase could come  as
soon as March  2022  as the  chairman  of the  Fed  stated  his  view  that  the  economy  had
made rapid progress to achieving the other goal of the Fed  –  “maximum employment”. The
Fed forecast that inflation would fall from an average of 5.3% in 2021 to 2.6% in 2023, still
above its target of 2% and both figures significantly up from previous forecasts. What was



also significant was that this month the Fed dropped its description of the current level of 
inflation as being “transitory” and instead referred to “elevated levels” of inflation: the 
statement also dropped most of the language around the flexible average inflation target, 
with inflation now described as having exceeded 2 percent “for some time”. It did not see 
Omicron as being a major impediment to the need to take action now to curtail the level of 
inflationary pressures that have built up, although Fed officials did note that it has the 
potential to exacerbate supply chain problems and add to price pressures. 
See also comments in paragraph 3.3 under PWLB rates and gilt yields. 

 

   

 
 

 
 

 

   

 
 

 

 
  

 

  

 
 

   

EU.  The slow role out of vaccines initially delayed  economic recovery  in early 2021 but
the vaccination rate then picked up sharply.  After a contraction of  -0.3% in Q1, Q2 came
in with strong growth of 2%. With Q3 at 2.2%, the EU recovery was then within 0.5% of its
pre  Covid  size.  However,  the  arrival  of  Omicron  is  now  a  major  headwind  to  growth  in
quarter 4 and the expected downturn into weak growth could well turn negative, with the
outlook for the first two months of 2022 expected to continue to be very weak.
November’s inflation figures  breakdown shows that the increase in price pressures is
not just due to high energy costs and global demand-supply imbalances for durable goods
as  services  inflation  also  rose.  Headline  inflation reached  4.9%  in  November,  with  over
half of that due to energy.  However, oil and gas prices are expected to fall after the winter
and so energy inflation is expected to plummet in 2022.  Core goods inflation rose to 2.4%
in November, its second highest ever level, and is likely to remain high for some time as it
will  take  a  long time for the  inflationary  impact  of global  imbalances  in  the demand and
supply  of  durable  goods  to  disappear.  Price  pressures  also  increased  in  the  services
sector, but wage growth remains subdued and there are no signs of a trend of faster wage
growth which might lead to  persistently  higher services inflation  -  which would get the 
ECB concerned. The upshot is that the euro-zone is set for a prolonged period of inflation 
being above the ECB’s target of 2% and it is likely to average 3% in 2022, in line with the 
ECB’s latest projection.
ECB  tapering.  The  ECB  has  joined with the  Fed by  also announcing  at  its  meeting  on
16th December that it will be reducing its QE purchases  -  by half from October 2022, i.e.,
it  will  still  be  providing  significant  stimulus  via  QE  purchases  for  over  half  of  next  year.
However, as inflation will fall back sharply during 2022, it is likely that it will leave its central
rate below zero, (currently  -0.50%), over the next two years. The main struggle that the
ECB has had in recent years is that inflation has been doggedly anaemic in sticking below
the ECB’s target rate despite all its major programmes of monetary easing by cutting rates
into negative territory and providing QE support.
The ECB will now also need to consider the impact of  Omicron  on the economy, and it
stated  at  its  December  meeting  that  it  is  prepared  to  provide  further  QE  support  if  the
pandemic causes bond yield spreads of peripheral countries, (compared to the yields of
northern EU countries), to rise. However, that is the only  reason it will support peripheral
yields, so this support is limited in its scope.

The  EU  has  entered  into  a  period  of  political  uncertainty  where  a  new  German
government formed of a coalition of three parties with Olaf Scholz replacing Angela Merkel
as Chancellor in December 2021, will need to find its feet both within the EU and in the
three  parties  successfully  working  together.  In  France  there  is  a  presidential  election
coming up in April 2022 followed by the legislative election in June. In addition, Italy needs
to elect  a new  president  in January  with Prime Minister  Draghi  being  a favourite due to
having suitable gravitas for this post.  However, if he switched office, there is a significant
risk  that  the  current  government  coalition  could  collapse.  That  could  then  cause
differentials between Italian and German bonds to widen when 2022 will also see a gradual
running  down  of  ECB  support  for  the  bonds  of  weaker  countries  within  the  EU.  These
political uncertainties could have repercussions on economies and on Brexit issues.

CHINA.  After a concerted effort to get on top of the virus outbreak in Q1 2020, economic
recovery  was  strong  in  the  rest  of  2020;  this  enabled  China  to  recover  all  the  initial



 

   

 

 

 

 
 

  

 

  

 
 

 

 

  

 
 

 

 

contraction.  During  2020,  policy  makers  both  quashed  the  virus  and  implemented  a
programme  of  monetary  and  fiscal  support  that  was  particularly  effective  at  stimulating
short-term growth.  At  the same time,  China’s  economy  benefited from the shift towards
online spending by consumers in developed markets. These factors helped to explain its
comparative outperformance compared to western economies during 2020 and earlier in
2021.

However, the pace of  economic growth has now fallen back in  2021  after this initial surge
of recovery from the pandemic and looks likely to be particularly weak in 2022. China has
been  struggling  to  contain  the  spread  of  the  Delta  variant  through  using  sharp  local
lockdowns  -  which  depress  economic  growth.  Chinese  consumers  are  also  being  very
wary  about  leaving  home  and  so spending  money  on  services.  However,  with  Omicron
having now spread to China, and being much more easily transmissible, this strategy of
sharp local lockdowns to stop the virus may not prove so successful in future. In addition,
the current pace of providing boosters at 100 billion per month will leave much of the 1.4
billion population exposed to Omicron, and any further mutations, for a considerable time.
The  People’s Bank of China  made a start in December 2021 on cutting its key interest
rate  marginally  so  as  to  stimulate  economic  growth.  However,  after  credit  has  already
expanded by around 25% in just the last two years, it will probably leave the heavy lifting
in supporting growth to fiscal stimulus by central and local government.

Supply  shortages,  especially  of  coal  for  power  generation,  were  causing  widespread
power cuts to industry during the second half of 2021 and so a sharp disruptive impact on
some sectors of the economy. In addition, recent regulatory actions motivated by a political
agenda to channel activities into officially approved directions, are also likely to reduce the
dynamism and long-term growth of the Chinese economy.

JAPAN.  2021  has  been  a  patchy  year  in  combating  Covid.   However,  recent  business
surveys indicate that  the economy has been rebounding rapidly in 2021 once the bulk of
the population had been double vaccinated and new virus cases had plunged. However,
Omicron could reverse this initial success in combating Covid.

The Bank of Japan is continuing its  very loose monetary policy  but with little prospect of
getting inflation back above 1% towards its target of 2%, any time soon: indeed, inflation
was  actually  negative  in  July.  New  Prime  Minister  Kishida,  having  won  the  November
general election, brought in a supplementary budget to boost growth, but it is unlikely to
have a major effect.

WORLD GROWTH.  World growth was in recession in 2020 but recovered during 2021
until starting to lose momentum in the second half of the year, though overall growth for
the year is expected to be  about 6% and to be around 4-5% in 2022. Inflation has been
rising due to increases in gas and electricity prices, shipping costs and supply shortages,
although these should subside during 2022. While headline inflation will fall sharply, core
inflation will probably not fall as quickly as central bankers would hope. It is likely that we
are  heading  into  a period  where there will  be  a  reversal  of  world globalisation  and a
decoupling of western countries from dependence on China to supply products, and vice
versa. This is likely to reduce world growth rates from those in prior decades.

SUPPLY SHORTAGES. The pandemic and extreme weather events, followed by a major
surge  in  demand  after  lockdowns  ended,  have  been  highly  disruptive  of  extended
worldwide supply  chains.  Major queues of ships unable to unload their goods at ports in
New York, California and China built up rapidly during quarters 2 and 3 of 2021 but then
halved during quarter 4. Such issues have led to a misdistribution of shipping containers
around  the  world  and  have  contributed  to  a  huge  increase  in  the  cost  of  shipping.
Combined with a shortage of semi-conductors, these issues have had a disruptive impact
on production in many countries. The latest additional disruption has been a shortage of
coal  in  China  leading  to  power  cuts  focused  primarily  on  producers  (rather  than
consumers), i.e., this will further aggravate shortages in meeting demand for goods. Many



western countries are also hitting up against a difficulty in filling job vacancies. It is 
expected that these issues will be gradually sorted out, but they are currently contributing 
to a spike upwards in inflation and shortages of materials and goods available to purchase.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 
  

 

 
 

 
  

 
 

 
 

 
 

 
 

 
 

 

 

  

  
 

 
 

 
  

 
 

 

  

  
 
 

 

  
 
 

  
 
 

INTEREST RATE FORECASTS

A SUMMARY OVERVIEW  OF THE FUTURE PATH OF BANK RATE

•  The threat from Omicron was a wild card causing huge national concern at the time of 
December’s MPC meeting; now it is seen as a vanquished foe disappearing in the rear-view mirror.

•  The MPC shifted up a gear last week in raising Bank Rate by another 0.25% and narrowly 
avoiding making it a 0.50% increase by a 5-4 voting margin.

•  Our forecast now expects the MPC to deliver another 0.25% increase in March; their position 
appears to be to  go for sharp increases to get the job done and dusted.

•  The March increase is likely to be followed by an increase to 1.0% in May and then to 1.25%
in November.

•  The MPC is currently much more heavily focused on combating inflation than on protecting 
economic growth.

•  However, 54% energy cap cost increases from April, together with 1.25% extra employee 
national insurance, food inflation around 5% and council tax likely to rise in the region of 5% too  -
these increases are going to hit lower income families  hard despite some limited assistance from the 
Chancellor to postpone the full impact of rising energy costs.

•  Consumers are estimated to be sitting on over £160bn of excess savings left over from the 
pandemic so that will cushion some of the impact of the  above increases. But most of those holdings 
are held by more affluent people whereas poorer people already spend nearly all their income before 
these increases hit and have few financial reserves.

•  The increases are already highly disinflationary; inflation will also be on a gradual path down 
after April so that raises a question as to whether the MPC may shift into protecting economic growth 
by November, i.e., it is more debatable as to whether they  will deliver another increase then.

•  The BIG ISSUE  –  will the current spike in inflation lead to a second-round effect in terms of 
labour demanding higher wages, (and/or lots of people getting higher wages by changing job)?

•  If the labour market remains very tight during 2022, then wage inflation poses a greater threat
to overall inflation being higher for longer, and the MPC may then feel it needs to take more action.

Globally, our views are as follows:  -

•  EU.  The ECB joined with the Fed by announcing  on 16th December that it will be reducing its
QE purchases  -  by half from October 2022, i.e., it will still be providing significant stimulus via QE 
purchases during the first half of 2022. The ECB did not change its rate at its 3rd February meeting,
but it was clearly shocked by the increase in inflation to 5.1% in January. The President of the ECB,
Christine Lagarde, hinted in the press conference after the meeting that the ECB may accelerate 
monetary tightening before long and she hinted that asset purchases could be reduced more quickly 
than implied by the previous guidance. She also refused to reaffirm officials’ previous assessment that
interest rate hikes in 2022 are “very unlikely”. It, therefore, now looks likely that all three major
western central  banks will be raising rates this year in the face of sharp increases in inflation  -  which
is looking increasingly likely to be stubbornly high and for much longer than the previous oft repeated 
‘transitory’ descriptions implied.

•  China.  The pace of economic growth has now fallen back after the initial surge of recovery 
from the pandemic and China has been struggling to contain the spread of the Delta variant through 
using sharp local lockdowns  -  which depress economic growth. However, with Omicron having  now 
spread to China, and being much more easily transmissible, lockdown strategies may not prove so 
successful in future. To boost flagging economic growth, The People’s Bank of China cut its key 
interest rate in December 2021.

•  Japan.  2021 was a patchy  year in combating Covid. However, recent business surveys 
indicate that the economy is rebounding rapidly now that the bulk of the population is fully vaccinated,
and new virus cases have plunged. The Bank of Japan is continuing its very loose monetary policybut
with little prospect of getting inflation back towards its target of 2% any time soon.



 
• World growth. World growth was in recession in 2020 but recovered during 2021 until 
starting to lose momentum more recently. Inflation has been rising due to increases in gas and 
electricity prices, shipping costs and supply shortages, although these should subside during 2022. It 
is likely that we are heading into a period where there will be a reversal of world globalisation and a 
decoupling of western countries from dependence on China to supply products, and vice versa. This 
is likely to reduce world growth rates from those in prior decades.  
 
The balance of risks to the UK: -  
 
• The overall balance of risks to economic growth in the UK is now to the downside.  
 
Downside risks to current forecasts for UK gilt yields and PWLB rates include: -  
 
• Mutations of the virus render current vaccines ineffective, and tweaked vaccines to combat 
these mutations are delayed or unable to be administered fast enough to stop the NHS being 
overwhelmed.  
 
Labour and supply shortages prove more enduring and disruptive and depress economic activity.  
 
• • Bank of England acts too quickly, or too far, over the next three years to raise Bank Rate 
and causes UK economic growth, and increases in inflation, to be weaker than we currently 
anticipate.  
 
• • The Government acts too quickly to increase taxes and/or cut expenditure to balance the 
national budget.  
 
• • UK / EU trade arrangements – if there was a major impact on trade flows and financial 
services due to complications or lack of co-operation in sorting out significant remaining issues.  
 
• • Geopolitical risks, for example in Ukraine/Russia, Iran, China, North Korea and Middle 
Eastern countries, which could lead to increasing safe-haven flows.  
 
Upside risks to current forecasts for UK gilt yields and PWLB rates: -  
• • The Bank of England is too slow in its pace and strength of increases in Bank Rate and, 
therefore, allows inflationary pressures to build up too strongly within the UK economy, which then 
necessitates a later rapid series of increases in Bank Rate faster than we currently expect.  
 
• • Longer term US treasury yields rise strongly and pull gilt yields up higher than forecast.  
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