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2 February 2022

Dear Member
DERBYSHIRE FIRE & RESCUE AUTHORITY – 10 FEBRUARY 2022
Please attend the Meeting of Derbyshire Fire & Rescue Authority to be held on Thursday 10
February at 1000 hours at the Joint Training Centre, Fire & Rescue Service Headquarters,
Butterley Hall, Ripley, Derbyshire, DE5 3RS. Party Political Group pre-meetings will commence
from 0930 hours onwards and a room for this will be allocated by the Committee Clerk on the
day. The agenda is set out below.
Yours sincerely

Gavin Tomlinson
Chief Fire Officer/Chief Executive

PART 1 – OPEN ITEMS
1.

Public Question Time

2.

Apologies

3.

Declarations of Interest

4.

To confirm the Minutes of the Fire & Rescue Authority Meeting held on 2 December
2021

5.

To confirm the Minutes of the Standards Committee Meeting held on 23 September
2021

6.

To confirm the Minutes of the Standards Committee Meeting held on 2 December 2021

email: reception@derbys-fire.gov.uk
www.derbys-fire.gov.uk
Chief Fire Officer / Chief Executive
Gavin Tomlinson MBA MIFireE

7.

To confirm the Minutes of the Inclusion & Equality Forum Meeting held on 25 January
2022

Reports for Decision:
8.

Revenue Budget 2022/23 and the Medium Term Financial Plan for 2022/23 to 2025/26
- Director of Finance/Treasurer, Simon Allsop

9.

Capital Budget Monitoring 2021/22, Capital Programme 2022/23 – 2024/25 and
Prudential Code Report and Treasury Management Strategy - Director of
Finance/Treasurer, Simon Allsop

Reports for Information:
10.

Update from Chief Fire Officer/Chief Executive, Gavin Tomlinson

11.

Outcome of the Cultural Survey – Director of Corporate Services, Judi Beresford

PART 2 – EXEMPT ITEMS
The Authority is asked to consider in respect of the following items whether the public should
be excluded from the meeting to avoid disclosure of information that is exempt for the reasons
set out in the minutes and reports at item 12.
12.

To confirm the Exempt Minutes of the Fire & Rescue Authority Meeting held on 2
December 2022
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DERBYSHIRE FIRE & RESCUE AUTHORITY
DECLARING INTERESTS – QUESTIONS TO ASK YOURSELF
What matters are being discussed?

DPI

Does the business relate to or is it likely to affect a disclosable pecuniary interest (DPI)?
This will include the interests of yourself or your partner:
• Any employment, office held, trade, profession or vocation that is carried out for
profit or gain
• Any sponsorship received including any expenses as a Councillor, election
expenses, including any expenses from a trade union
• Any contracts made between the Fire Authority and you or your partner
• Any beneficial interests that you or your partner has in Derby or Derbyshire
• Any land licence or tenancy that you or your partner has in Derby or Derbyshire
• Any current contract, leases or tenancies that you or your partner has with the
Fire Authority
• Any organisation which has land or a place of business in Derby or Derbyshire and
in which you or your partner has a relevant interest in its shares or its securities

PRIVATE INTEREST

No

Yes

Declare the interest and leave the meeting
(or obtain a dispensation to stay)

Does the business affect the well-being or financial position of (or relate to the approval,
consent, licence or permission) for:
• Any member of your family; or
• Any person with whom you have a close association; or
• Any organisation of which you are a member or are involved in its management
(whether or not appointed to that body by the Fire Authority).
This would include membership of a governing body or trustee of a charity.
Yes

No

You can speak and vote

Will it give you an advantage or disadvantage on your family, close
associate or an organisation where you have a private interest more than
it affects other people living or working in Derby or Derbyshire?
Yes

No

Declare the interest and speak and vote

Speak to the Monitoring Officer prior to the meeting to avoid risk of
allegations of corruption or bias.

THESE MATTERS ARE EXPLAINED MORE FULLY
IN THE MEMBERS CODE OF CONDUCT.
IF IN ANY DOUBT PLEASE SPEAK TO THE MONITORING OFFICER.

ITEM 4
MINUTES of the Meeting of the DERBYSHIRE FIRE & RESCUE AUTHORITY
Meeting held at the Fire & Rescue Service Joint Training Centre, Butterley Hall,
Ripley commencing at 1000 hours on 2 December 2021
Present:
Councillors: T Ainsworth (Chair), G Potter, R Iliffe, S Bull, S Swann,
D Taylor, J Woolley, E Williams, K Gillott, L Ramsey, N Peatfield,
R Skelton, S Burfoot
37/21
PUBLIC QUESTION TIME
37.1

No public questions had been received.

38/21
APOLOGIES
38.1

Cllrs Innes, Ashton and Major.

39/21
DECLARATIONS OF INTEREST
39.1

None.

40/21
TO CONFIRM THE MINUTES OF THE FIRE & RESCUE AUTHORITY MEETING
HELD ON 23 SEPTEMBER 2021
40.1

Members confirmed the minutes as a correct record.
Recorded votes:

Unanimous
Cllr Ainsworth proposed, Cllr Potter seconded

41/21
TO CONFIRM THE MINUTES OF THE GOVERNANCE & PERFORMANCE
WORKING GROUP MEETING HELD ON 8 NOVEMBER 2021
41.1

Cllr Williams wished to confirm that as Chair of the group, she is writing to the
auditors to request confirmation in writing of their ability to complete the audit
on time. Cllr Williams will keep the Authority informed.

41.2

Members confirmed the minutes as a correct record.
Recorded votes:

Unanimous
Cllr Williams proposed, Cllr Gillott seconded
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42/21
REVENUE BUDGET MONITORING 2021/22 (AS AT SEPTEMBER 2021) AND
SPENDING REVIEW UPDATE
42.1

The Director of Finance presented to Members the 2021/22 Revenue Budget
monitoring position to outline progress on the IRMP ‘Our Plan’ target savings
and to report on the forecast level of Reserves.

42.2

Members noted forecast underspends of £140,000 which highlights the
Service’s difficulty in recruiting to support posts during the beginning of the
year. Forecasts assume improved recruitment for the remaining year but this
will be a challenge. The headline spending review announcement identified
challenges in the future and the forecasts would be updated after the detailed
settlement in the Budget report in January 2022.

42.3

Members also noted that the Home Office framework guidance in respect of
immediate detriment cases has been removed unexpectedly. To date, the
Service has made four payments under immediate detriment. A regional
meeting is to take place this afternoon and the Director of Finance will work
with the Pension Board to confirm the position.

42.4

In response to a Conservative Member asking if there is anything the Fire
Authority can do to assist with the issue, the Director of Finance confirmed
that linking in with the Fire Services Management Committee would be helpful
to support a resolution.

Resolved:
42.5

Members approved the report and noted the Revenue Budget Monitoring and
Forecast Outturn for 2021/22, being an underspend of £380,560. A
contribution of £249,695 from the Council Tax Support Reserve was required
to balance the original 2021/22 budget.

42.6

Members noted the overall position on Reserves and the projected 2021/22
Closing Balance after taking account of estimated transfers to and from
Earmarked Reserves in year, as illustrated in Appendix 3 of the report.

42.7

Members noted budget virements as outlined in paragraphs 3.2 to 3.4 of the
report.

42.8

Members noted an element of the forecast underspend will be required to
increase current investment in Water Rescue and High-Volume Pump
equipment.

42.9

Members noted the update on the 2022/23 – 2025/26 Medium Term Financial
Plan following the recent Spending Review.

Recorded votes:

Unanimous
Cllr Ainsworth proposed, Cllr Potter seconded
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43/21
CAPITAL MONITORING AND PRUDENTIAL UPDATE 2021/22
43.1

The Director of Finance presented Members with the 2021/22 Capital Budget
Monitoring and Prudential Indicator update. Members noted that expenditure
of only £0.424m has been incurred to 30 September 2021 representing less
than 8% of the total budget of £5.484m. The Capital Programme continues to
be affected by the impact of the Covid-19 pandemic and the resulting
shortages in the supply of materials and extended lead times from suppliers.
A number of schemes now require slippage into 2022/23.

43.2

The Director of Finance confirmed that to date the total sale receipts for DFRS
houses are £2.4m, comprising of £1.5m for Matlock house sales and £0.9m
for Glossop house sales. The capital receipt for the old Headquarters is also
included.

43.3

A Labour Member asked if there will be any new Police and Fire co-location
projects. In response, the Director of Finance confirmed that Long Eaton is
the last one in the current plan and further discussions will be held to look at
the appetite going forward.

43.4

A Liberal Democrat Member stated concern within the construction industry at
the present time and the knock-on effects this may have in the timetable for
the new build fire stations at Matlock and Glossop. The Director of Finance
confirmed there are concerns in relation to this which are being closely
monitored, including the increased cost in light of inflation in the construction
industry. Tender reports will be bought back to the Fire Authority and costs
will need further consideration.

Resolved:
43.5

Members noted the Capital Budget Monitoring and approved the revised
2021/22 Capital Programme totalling £5.5m as illustrated in Appendix 1 of the
report.

43.6

Members noted the Treasury Management update as at 30 September 2021.

Recorded votes:

Unanimous
Cllr Ainsworth proposed, Cllr Potter seconded

44/21
FINANCIAL REGULATIONS AND PROCEDURES UPDATE
44.1

Members were presented with the updated Financial Regulations and
Procedures which is a key regulatory document for the Authority which sets
out the arrangements for the control and management of the Authority’s
financial and other resources. They specify the responsibilities of the Chief
Fire Officer, the Director of Finance/Treasurer, Solicitor/Monitoring Officer,
Senior Management and staff in ensuring there is a sound system of financial
management which is compliant with the Financial Regulations.
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Resolved:
44.2

Members approved the updated Financial Regulations and Procedures as at
Appendix 1 of the report.

Recorded votes:

Unanimous
Cllr Ainsworth proposed, Cllr Potter seconded

45/21
UPDATE FROM CHIEF FIRE OFFICER
45.1

The Chief Fire Officer provided Members with an overview of incidents of note
since the last meeting.

45.2

Members were also provided with a Building Safety Bill update. The Bill
established a Building Safety Regulator within the Health and Safety
Executive (HSE) to implement the new, more stringent, regulatory regime for
higher-risk buildings, oversee the safety and performance of all buildings and
assist and encourage competence among the built environment industry and
registered building inspectors.

45.3

The Chief Fire Officer informed Members of the impact this will have on the
Service, which will inevitably see growth in the fire safety department in the
future. Apprenticeships in fire safety were being considered.

45.4

In response to the update from the Chief Fire Officer, and in conjunction with
the information provided within the report at Item 10, Members supported and
approved the following motion:
“That the Fire Authority supports the Chief Fire Officer in the work for the fire
and rescue service that flows from the Building Safety legislation.”

Recorded votes:

Unanimous
Cllr Ainsworth proposed, Cllr Gillott seconded

46/21
BUILDING SAFETY BILL AND IMPROVEMENT UPDATE
46.1

Members noted the contents of the report.

47/21
DISPOSAL OF LAND AND BUILDINGS
47.1

Members noted the contents of the report.

48/21
REVIEW INTO THE MAJOR RESCUE UNITS
48.1

Members noted the contents of the report.
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ITEM 5

DERBYSHIRE FIRE & RESCUE AUTHORITY
STANDARDS COMMITTEE
MINUTES OF THE MEETING HELD
23 SEPTEMBER 2021

Present:

Cllr S Bull
Cllr G Potter
Cllr D Taylor
Cllr J Innes
Cllr R Skelton
Louise Taylor – Solicitor and Monitoring Officer

Committee Clerk: Marie Lloyd-Jones
1. APOLOGIES
Peter Wilkinson (Independent Person)
2. MINUTES
Members approved the Minutes of the Standards Committee meeting on 15 April
2021.
3. TERMS OF REFERENCE
Members agreed the Terms of Reference as drafted.
4. ANNUAL WORK PROGRAMME
Members agreed the Annual Work Programme as drafted but Members also
discussed options for training. The Monitoring Officer will carry out some scenario
type training with Members looking at case studies for Standards Committee
Members to discuss. The Monitoring Officer will also look at options for external
providers to give seminars on Standards.
5. REPORT ON INDEPENDENT PERSON
The Independent Person has completed 8 years in the role and the Chair thanked
them for their assistance during this time. Members agreed that the Monitoring
Officer advertise for appointment of at least one Independent Person with the
allowance for the Independent Person being £150 gross per annum plus travel
expenses. Members approved the draft Role Description and Personal
Specification.
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6. REPORT ON MEMBERS’ MODEL CODE OF CONDUCT
In January 2021, the Local Government Association (LGA) released the new
Model Councillor Code of Conduct 2020. On receipt of updates from the Local
Government Association (LGA) on the Model Code, the Monitoring Officer has
updated Members. The Monitoring Officer said that the Monitoring Officers at
Derbyshire County Council and Derby City Council were reviewing their Code and
there is therefore scope for the Fire Authority Members’ Code of Conduct to be
amended to align with these. The Monitoring Officer will liaise with other
Monitoring Officers in Derbyshire with a view to agreeing a standard Code of
Conduct for use by local authorities in Derbyshire.
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ITEM 6

DERBYSHIRE FIRE & RESCUE AUTHORITY
STANDARDS COMMITTEE
MINUTES OF THE MEETING HELD
2 DECEMBER 2021

Present:

Cllr S Bull
Cllr G Potter
Cllr D Taylor
Cllr R Skelton
Louise Taylor – Solicitor and Monitoring Officer

Committee Clerk: Marie Lloyd-Jones

1. APOLOGIES
Cllr J Innes
2. STANDARDS TRAINING
With a recent change in Members on the Standards Committee, Members
discussed options for training. The Monitoring Officer carried out some scenario
type training with Members discussing case studies with Standards Committee
Members.
The Monitoring Officer will also look at options for Members to attend seminars
and conferences on Standards and Scrutiny. And options for an external trainer to
come to Ripley to give in-house training, possibly linking with Derbyshire County
Council and Derby City Council.
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ITEM 7

DERBYSHIRE FIRE & RESCUE SERVICE
INCLUSION & EQUALITY FORUM
MINUTES OF MEETING HELD ON 25 JANUARY 2022
Present:

Cllr Jack Woolley (Chair)
Cllr David Taylor
Cllr Sue Burfoot
Cllr Ludwig Ramsey
Tania Stevenson
Rob Taylor
Clive Stanbrook
Louise Taylor
Lee Williams
Siobhan Donnelly
Georgina Staley

Committee Clerk: Marie Lloyd-Jones
Apologies:

Cllr Evonne Williams
Mick Wyldbore-Wood

1. Declarations of Interest
There were no declarations of interest from Members.
2. Minutes of the meeting held on 16 November 2021
The minutes were agreed as an accurate record.
Area Manager Stanbrook informed Members that a Gender Network meeting had
not been held since the last meeting but at the next meeting he would raise the
question of whether a Menopause Policy should be introduced.
3. Positive Action in the Fire & Rescue Service
A Recruitment Campaign was carried out with a limited team and Members noted
engagement as follows:•
•
•
•
•

12% Female
84% Male
2.6% Didn’t say
5.8% Black, Asian, Minority Ethnic (BAME)
5.7% Lesbian, Gay, Bisexual, Transgender (LGBT)
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4. Inclusion Activities
Members noted that the Equality, Diversity and Inclusion Strategy has now been
published.
The Equality Impact Assessment training to senior managers has been launched in
line with NFCC guidance and is now a digital on-line system to fit all projects and
verified by EDI Officers.
Multi-cultural events have been held.
5. Introduction of New Team
Members welcomed the new Prevention and Inclusion Team.
6. The Way Forward
Members confirmed their support for the strategic aims and agreed plans to focus
on the following areas over the next 12 months:•
•
•
•
•
•
•
•

Neuro diversity learning styles
Lunchtime language clubs
Meet increased targets set April-March
Visit all Watches/Units/Sections
Educate the workforce and invest in staff
Recognise the good work of Stonewall whilst considering other avenues
Prepare for HMICFRS inspection which begins 30 May.
Work collectively together as a region following negativity around EDI
following recent inspections.

Members were keen to support the Team in these activities.
Action: R Taylor to circulate the HMICFRS Report highlighting that the Fire
Sector has come under criticism to the group.
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ITEM 8
OPEN

DECISION

DERBYSHIRE FIRE & RESCUE AUTHORITY
10 FEBRUARY 2022
REPORT OF CHIEF FIRE OFFICER/CHIEF EXECUTIVE
AND DIRECTOR OF FINANCE/TREASURER
REVENUE BUDGET 2022/23 AND THE MEDIUM TERM FINANCIAL PLAN
FOR 2022/23 TO 2025/26
1.

Purpose of Report

1.1 To present proposals for the 2022/23 Revenue Budget and the Medium Term
Financial Plan (MTFP) for 2022/23 to 2025/26. It outlines assumptions, including
pay and inflation increases, growth and savings, contained within the budget
estimates. The report serves to inform and update Members on the following:
•
•
•
•
•
•
•

The Local Government Finance Settlement 2022/23;
The Proposed Revenue Budget 2022/23;
Council Tax and Precept Increase;
Feedback on Budget and Service Consultations;
The Four Year Financial Plan;
Our Plan (IRMP) 2020-23;
The Robustness of Estimates and Level of Reserves.

1.2 This report builds on the Medium Term Financial Strategy presented to Members
on 23 September 2021 for approval and the update on the Spending Review
provided on 2 December 2021. It is framed in accordance with the agreed
Strategy from that meeting.
1.3 All years of the MTFP have been constructed in the context of currently known
information, and Members will be aware of the many uncertainties surrounding
the budget setting process. The final 2022/23 Local Government Finance
Settlement will be laid before the House of Commons in early 2022, which will
give further clarification on the treatment of ‘new’ funding streams to the
Authority, such as the Services Grant.
1.4 At this time the draft budget is based upon Council Taxbase estimates, localised
Business Rates Income estimates, and Council Tax and Business Rates (NNDR)
Collection Fund deficit estimates. The position will change upon receipt of billing
authority notifications and any adverse effect of the budget deficit will be funded
by Council Tax Support Grant and Section 31 Grant as required.
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2.

Recommendations

2.1 That Members formally approve a net budget requirement of £40.5m for 2022/23
based on the information as presented in Section 5 of the report and summarised
in Appendix 1.
2.2 That Members approve the 2021-25 Reserves Strategy which includes a
Statement of Estimated Reserves, included at Appendix 2.
2.3 That Members note the Local Government Settlement, Council Tax Base
(estimate) and Collection Fund positions as outlined in Section 4 and 6 of the
report. (Note that both Council Tax and NNDR Collection Fund positions are
included as estimates at the time of writing).
2.4 That Members approve a Council Tax precept increase of 1.98%.
2.5 That Members notify the precept to the Billing Authorities, based on the
determination of the precept.
2.6 That Members note the medium term financial position for 2023/24 to 2025/26
and the financial pressures and uncertainty in all years of the MTFP (Sections 5
and 8 of this report).
2.7 That Members note the Director of Finance/ Treasurer’s comments about the
robustness of estimates, adequacy of reserves and potential liabilities that may
arise in future years (Section 10 of this report).
2.8 That Members note a separate report on this agenda outlining the 2022/23 to
2025/26 Capital Programme, Prudential Code Report and Treasury Management
Strategy.
2.9 That Members delegate the Director of Finance to update the 2022/23 Revenue
Budget, through a change in use of reserves if necessary, following the receipt
of Council Tax and NNDR information from billing authorities.
3.

Summary
How is the Service doing?

3.1 The Fire and Rescue Service continues to provide a responsive, cost effective
and high performing service to our communities.
3.2 The Covid 19 pandemic has certainly impacted on the Service but the work of
officers, crews, and support staff has ensured the continued provision of core
services. The pandemic has been a key feature since 2020 but the Service has
continued to maintain an effective service while adapting to new, ways of
working. The Service has taken on additional duties in its support to our
communities and more recently these have extended to include volunteering to
support vaccine centres across Derbyshire. Derbyshire Fire and Rescue Service
is well placed to safeguard its emergency operations and to continue to protect
public safety through investment in its facilities, processes, and people.
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3.3 The Authority has secured its strong financial position through its ability to make
decisions, particularly around previous savings to its establishment through
reviewing shifts, major invest to save projects and collaborative working with
partners. It is clear that, in light of projected budget deficits, investment required
in Fire Stations and the financial uncertainty it faces (Covid-19, Pensions), that
the Authority cannot rely on the continued use of reserves to balance the budget
in the short term and fund capital investment. The proposed 1.98% Council Tax
increase provides additional funding to contribute to the growing inflationary
pressures and invest in the provision of new Fire Stations but not meet them in
full.
3.4 HMICFRS have inspected all Services’ performance during the pandemic, and
recognised the work of the Service during the pandemic and the arrangements
that have been put in place. A further inspection will take place in June 2022.
The Home Office will continue to support Fire and Rescue Authorities that have
taken on additional duties through the Fire Covid-19 Contingency Fund.
What’s financial performance looking like for 2021/22?
3.5 Revenue monitoring in 2021/22 continues to show a favourable position,
however the most significant surpluses arise from one off or unsustainable
underspends. The latest position, since the report in December is based on a
limited review and shows a net underspend of approximately £400,000. The
main changes being increased office savings from the continuation of working
from home arrangements and the issuing of Smoke Alarms. The forecast
underspend includes to significant one off adjustments to business rates charged
on certain stations which has been secured and backdated for 6 years providing
a refund of £260,000. Notable underspends in staffing are currently being offset
by the forecast pay award and the increase in operational staff. These
underspends are due to vacancies where the service has been unable to attract
suitable individuals. Prolonged vacancies of this nature can have a negative
impact on the service or are expensive to cover through external professionals
or specialists. The position is gross of the original planned use of reserves, to
support the budget, of £249,695. This reduces the net underspend to £150,000.
A full report will be provided to the March Fire Authority.
What are the Risks to the Medium Term Financial Plan?
Heightened Economic Volatility and Uncertainty
3.6 The coronavirus pandemic has delivered the largest peacetime shock to the
global economy on record. Unprecedented falls in national income, hit hard by
severe restrictions on economic and social life, has fuelled rises in public debt
surpassed only in wartime.
3.7 In its December commentary the Office for Budget Responsibility outlined that
government borrowing in November 2021 was £17.4 billion; this was the second
highest November borrowing since monthly records began in 1993. Public sector
net debt was £2,317.7 billion at the end of November 2021, maintaining a level
not seen since the early 1960s. The prospects for the rest of the year remain
uncertain.
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Source: OBR December 2021

Covid-19
3.8 Since the start of the pandemic the Authority has agreed an evolving set of
strategic intentions which underpin our work to mitigate the impact of the
pandemic. These intentions set out our commitment to the safety of our staff
whilst delivering the critical roles of Prevention, Protection and Service Delivery
to our communities.
3.9 DFRS received a total of £1.071m in 2020/21 through emergency government
funding, with the balance remaining expected to be in the region of £0.6m at the
close of the 2021/22 financial year after offsetting savings in some areas. The
2021/22 budget also included £449,847 Local Council Tax Support Grant
announced in December 2020, in recognition of the increased costs of providing
local council tax support during the pandemic. This grant, along with Section 31
Grant, will be used to fund the estimated budget shortfall in 2022/23.
3.10 The largest area of uncertainty for the Service remains the longer-term impact of
the pandemic on local taxation income - Council Tax and NNDR. Both of these
areas were affected during the pandemic and the true lasting impact is not
known. In both areas the government provided support to residents, businesses
and precepting authorities and so no immediate impact has been felt. However,
the longer-term impact of the pandemic on employment, council tax support and
the high street, all of which will affect DFRS income, are unknown. Further, it is
very unlikely that the government will provide any additional grant in the future.
Our Funding Risk
3.11 The Service is 80% funded from local taxation through Council Tax and Retained
Business Rates making it especially susceptible to changes in the local economy.
While previously this may have given some protection from the impact of
reductions in direct government funding it now poses a significant threat as the
ongoing impact of Covid 19 continues to be felt by businesses and households
alike.
3.12 The effect on Business Rates revenues is twofold as some organisations, both
large and small, ceased trading as casualties of the pandemic. Secondly, in the
short to medium term, remaining organisations are reviewing the need for office
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space as the formal work environment / work from home balance continues to
evolve.
3.13 Estimating the impact on Council Tax and Business Rates is extremely difficult
and the Service relies on information from the 9 billing authorities within the
districts. The billing authorities are required to prepare a formal estimate by the
end of January 2022 upon completion of the NNDR1 return. The late date has
always been problematic for DFRS in setting the following year’s budget. For this
reason, the budget is currently based on Council Tax and NNDR estimates.
Members will be updated as the position becomes clearer, with any reduction in
income being funded through Reserves, as required.
Pensions
McCloud/Sargent
3.14 The McCloud/ Sargent ruling has been well documented in previous Fire
Authority reports and remains a potential threat to public sector finances,
especially Fire. Retirements under the rulings are now taking place and members
are receiving options for converting scheme memberships and benefits. The
ruling places significant additional administrative burdens on the Service, the
pension administrators, and the pension fund. The long term effect of the change
on the pensions fund and consequently the Service, remains unclear, but
increases in future contribution rates can be expected. Additional government
funding for these increases has not been announced.
Pay Inflation
3.15 The MTFP provides for operational and support pay inflation of 2% in all years
from 2022/23 onwards. This results in a pressure of circa £499,800 in 2022/23
and circa £650,000 per annum in following years.
3.16 Due to a government announcement of a planned pay freeze for most employees
the 2021/22 MTFP did not include permanent funding for a Pay Award. However
in June 2021 the NJC agreed a 1.5% increase for operational staff but a similar
offer of 1.95% for support staffing has been recently rejected and remains
unresolved. These unbudgeted 2021/21 Pay Awards add a further pressure of
circa £500,000. A one-off provision was created in 2020/21 to temporary fund
any Pay Increase, which has been applied in year, but this did not increase the
permanent base funding.
3.17 The MTFP assumes that any additional costs arising in relation to any change in
firefighter roles and responsibilities or any changes that might be introduced
through the proposed Government White Paper would be met centrally by the
government, and Members should be aware of the potential for future budget
deficits due to the compounded effect of pay award costs above budgeted levels.
Other Inflation
3.18 The cost of living rose by 5.1% in the 12 months to November 2021, its highest
rate in 10 years. The increase, driven largely by rising fuel and energy costs, puts
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further pressure on DFRS budgets. The effect of inflation is the largest single
pressure on the MTFP in the short to medium term.

Source:Office for National Statistics

3.19 The MTFP assumes inflation of 4% in 2022/23 (3% in 2023/24 and 2024/25, and
2% in year 2025/26), representing a burden of £0.4m in 2022/23 and
approximately £0.3m per annum thereafter. For several years inflation has
remained at manageable levels but recently due to a number of national and
international factors is forecast to increase. Inflation at the levels forecast is a
significant factor within the new MTFP. However, increases in inflation above
these levels are still possible and have the potential to significantly affect the
overall budget position.
3.20 The key measure used by the Bank of England (BoE) to control inflation is the
use of interest rates. Increases in bank rates and investment returns have the
affect of slowing spending by improving returns and increasing investment. This
will have the added effect on DFRS as several large capital investments are
planned to be funded by borrowing in coming years. The current MTFP includes
borrowing costs which may be surpassed if the BoE embarks on a series of rate
increases to battle inflation.
National Insurance
3.21 In its Autumn Budget the government announced a new 1.25% Health and Social
Care Levy. Employers, employees, and the self-employed will all pay 1.25p more
in the pound for National Insurance (NI) from April 2022. The government
expects the levy to raise £12bn a year, which will initially go towards easing
pressure on the NHS. A proportion will then be moved into the social care system
over subsequent years. This represents additional annual costs in the region of
£306,200 for DFRS. A new one-off Services Grant of £619,277 was announced
in the recent draft settlement which will cover this new pressure. The
Government were not explicit but implied that this new funding would continue in
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some form, the MTFP assumes the continuation of £306,200 of this grant to
cover the additional Health and Social Care Levy burden. The additional amount
receivable for 2022/23 will be transferred to reserves for future consideration
when more details have been published by the Government.
Other Uncertainties and financial risks
3.22 Members should also be aware of the uncertainty in respect of:
•
•
•
•
•
•
•
•
•
•
•

The as yet unknown impact of C19 on funding (all years), economic
uncertainty and financial volatility;
Local Council Tax and Business Rate collection;
The ongoing effect of the Brexit agreement;
Supply and delivery issues;
A single year settlement;
Principal funding streams;
Business rates retention;
Fair Funding review;
Financing of the Capital Programme, and borrowing;
The costs associated with delivering the Environmental Strategy; and
The level of reserves the Authority holds.

What does the Service still need to save?
3.23 Appendix 1 presents the budget forecasts for 2022/23 to 2025/26. The
anticipated position takes account of ‘Integrated Risk Management Plan Our
Plan (IRMP)’ savings and is based on a proposed 1.98% Council Tax increase.
It is worth noting that the current settlement is for 2022/23 only and assumptions
have been made for future years. These have been outlined in this report. Best
and early estimates at this stage are as follows:

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

£
0*
1.0m
1.4m
1.6m

*Currently requires a contribution of £0.330m from reserves to balance the budget
3.24 Members should note a contribution of £330,000 is required from the Council Tax
Support Grant and Section 31 Grant funding to balance 2022/23. The indicative
level of savings targeted over the period to 2025/26 should also be noted.
3.25 Had the Authority not taken early action to secure sustainable savings through
the Effectiveness Programme, ‘Fit to Respond’ programme and Our Plan (IRMP)
projects, then the projected deficit for 2022/23 would be in the region of £13.6m,
extending to a deficit of £15.2m in 2025/26.
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What assumptions have been made in developing the budget and what do
they mean for us?
Precept
3.26 The figures are based on a proposed annual council tax increase of 1.98% in
2022/23 (and future years). Precepting at 1.98% provides an additional £0.5m to
the Authority in 2022/23, and £2m over the period 2022/23 to 2025/26. The
additional precept allows the service to finance investment in new fire stations
and the essential equipment required by our fire fighters.
Managing vacancies
3.27 In addition, Members should note a £0.5m pay budget reduction to reflect the
impact of the staff retirement profile and vacancy management generally. This
has been applied across all years of the MTFP, so 2022/23 through to 2025/26,
and is in line with historic staffing budget underspends. Assumptions take
account of the retirement profile and future plans for wholetime firefighter
recruitment and support vacancies. Provision is made through reserves to cover
the impact of this.
Budget growth and savings
3.28 The proposed budget incorporates ongoing savings of £0.3m and one off savings
of £0.35m in 2022/23 (£1.5m ongoing in 2021/22). These are outlined in more
detail in Section 9 of this report. The requirement for ongoing growth items
amounts to some £0.8m, with a further £0.05m one off growth item (£0.9m
2021/22). These are incorporated within the proposed budget and are discussed
in more detail in Section 5. The Authority’s concerted approach to securing
savings has protected the front line and supports the approach that ‘extraordinary
items’, unexpected budget pressures, or costs arising from new statutory,
legislative or corporate initiatives will be funded through reserves as necessary.
3.29 The Service has invested in the Prevention and Protection areas using £390,000
one off grant received from the Government in 2020 and 2021. These are priority
areas both Nationally and Locally. Continuation of this funding has not yet been
received and would therefore require future budget growth to maintain capacity.
3.30 After taking account of pay and other inflation, ongoing budget pressures, and
savings items, Members should note that currently a contribution of £0.33m from
reserves is required to balance the budget in 2022/23, and of the potential that
the MTFP changes receipt of billing authority Council Tax and NNDR
notifications. Members are also reminded that reserves cannot be relied upon to
bridge funding shortfalls on an ongoing or sustainable basis.
3.31 CIPFA guidance sets out the legal requirement that a Revenue Budget deficit is
not permissible when it cannot be covered by revenue reserves. This applies to
any future financial year.
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4.

Local Government Finance Settlement 2022/23 and Future Years

4.1 Derbyshire Fire and Rescue Service is funded through a combination of business
rates, central government grants, and council tax. The Service also generates
other smaller sources of income through rents, fees and charges, investments
and contributions.
4.2 The Local Government Finance Settlement is the annual determination of
funding to local government. The Department for Levelling Up, Housing and
Communities announced the Local Government Settlement for 2022/23 on 16
December 2021, this being a single year settlement.
4.3 The Settlement Funding Assessment for 2022/23 is £13.4m, £0.2m higher than
the 2021/22 allocation. Assumptions around Revenue Support Grant in future
years provide for a further annual increase of 1% (around £44,000 per annum).
However, Members should be aware that in light of continuing national
pressures, the continuing economic shock arising through Covid19, ongoing
uncertainty around the implications of Brexit, rising inflation, and similar, real term
future reductions to RSG, and Fire Sector funding generally, cannot be ruled out.
This is particularly the case if protection is provided to other sectors (including
Health).
Specific Grants 2022/23
4.4 It is anticipated within financial plans that the Home Office will continue to meet
its commitment to provide New Burdens funding to Fire and Rescue Authorities
for the provision of FireLink. The precise allocation is anticipated to be in line
with previous years (FireLink £222,000 2021/22 budget), subject to confirmation
of the contractual CPI to be applied for the financial year 2022/23.
4.5 The Department for Levelling Up, Housing and Communities typically circulate
the Fire and Rescue Revenue Grant Determinations to Fire and Rescue
Authorities in June, with payments then being made monthly across the year, the
initial payment being retrospective. It is anticipated that 2022/23 allocations will
be published by the Home Office to a similar timescale.
4.6 Emergency Services Mobile Communications Programme (ESMCP/ESN) –
the operational communications network that will replace Airwave is expected to
cost less than FireLink for equivalent usage. This will be provided by a major
national programme (ESMCP) to provide a secure communications network for
the Police, NHS and Fire. ESMCP is not a continuation of FireLink funding and it
is likely that ongoing revenue costs will be funded through RSG. It is hoped that
the current revenue deficit associated with FireLink, circa £0.1m per annum, will
be addressed through a more equitable resource allocation. It should be noted
that revenue costs will be proportional to the amount of voice and data usage on
the network and that the lower anticipated costs are on a like for like usage.
4.7 It is anticipated that Capital Grant in the amount of £0.95m will carry to 2022/23,
specific to associated project costs such as security compliance, devices,
software upgrades and network connections.
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Capital Grant 2022/23
4.8 The Service does not anticipate any further Capital Grant funding in 2022/23
onwards. The Capital Programme 2022/23 to 2025/26 is included in a separate
report on this agenda, taking account of capital receipts and partner
contributions. The financing of the Capital Programme is reflected in the
Proposed Revenue Budget over the period.
5.

Revenue Budget 2022/23

5.1 The proposed 2022/23 Revenue Budget is summarised below:
Table 1: 2022/23 Net Budget Requirement

Budget 2021/22
Removal of 2021/22 Reserve Funding for Sct 31
NNDR
Funding to Balance Base Budget 2021/22
Updated Budget 2021/22
Increases:
Pay and Other Inflation
1.25% Health and Social Care Levy Burden
Transfer to Reserves - Balance of Services Grant
Ongoing Pressures on the Base Budget
One-Off Pressures on the Base Budget
Reductions:
Additional Grant Funding - Services Grant
Ongoing Budget Reductions (Savings)
One-Off Budget Reductions (Savings)
Contribution from Reserves to fund Budget Deficit
Net Budget Requirement 2022/23

£m
38.5
1.0
0.2
39.7
0.9
0.3
0.3
0.8
0.05
-0.6
-0.28
-0.35
-0.3
40.5

5.2 Pay and Other Inflation – the 2022/23 proposed budget allows for operation
and support budget pay awards of 2%, which totals £499,800 (and circa
£650,000 all other years). Inflation applied to other Service budgets amounts to
£429,900. Other sectors are seeing proposed pay awards above the currently
budgeted 2%.
Ongoing Pressures
5.3 The 2022/23 budget includes £0.8m of ongoing unavoidable growth (and £0.05m
one off growth). These items are necessary to maintain service delivery as
outlined below:
Direct Employee Expenses
5.4 Admin, Professional, Technical and Clerical – growth of £316,400 has been
applied to the Support Pay budget, this is net of an increase of £74,300 relating
to the 1.25% Health and Social Care Levy, which is assumed to be fully funded
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through the government’s new Services Grant in all years of the MTFP. The
following posts have been included as growth in the 2022/23 budget:
•
•
•
•

Fire Safety Inspecting Officer (0.5 FTE) £22,660 (funded by Protection
Uplift Grant);
Payroll Manager (Pensions) £51,770 (funded through earmarked reserves);
Driving Instructor £19,870 (approved under Delegated Powers);
Senior OD Partner £48,040 (post made permanent in July 2021).

5.5 The budget includes 2021/22 pay award inflation of £120,000 and takes account
of an increase in pension numbers, and changes to NI (separate to the Health
and Social Care Levy) and employer pension contributions.
5.6 Operational Pay - in arriving at the 2021/22 Operational Pay budget, our
changed approach in budgeting for vacant firefighter posts at development grade
rather than at competent grade realised savings of circa £400,000 per annum.
However, current establishment data suggests an increase in firefighters at
competent grade, which demonstrates substantial and timely investment in our
workforce. This does however result in additional operational pay costs, with
ongoing growth of £130,000 being applied accordingly. Members should note
that this still represents a saving of circa £270,000 when comparing the
operational pay budget to 2020/21 levels.
5.7 Growth of £45,150 in the Protection Portfolio represents the addition of 4 posts
for a period of 2 months, which will be funded through Protection Uplift Grant
currently held in DFRS reserves.
5.8 An additional £171,600 is in relation to the new 1.25% Health and Social Care
Levy and is assumed to be offset by government grant funding.
5.9 Control Pay – growth of £27,381 takes account of a new Firefighter Control
Development post. Other increases of £57,419 are due to temporary
secondment cover, this amount is offset by additional income.
Other Growth
5.10 Insurance – the Service is currently out to tender for its insurance provision
commencing April 2022. Growth of £97,470 reflects a shortage of providers
across the blue light market generally and known trends through recent tenders,
alongside increases in Insurance Premium Tax announced at recent Spending
Reviews.
5.11 Supplies and Services – Communications and Computing – the Systems &
Information budget includes growth of £92,460. This increase is because of
Microsoft Licensing requirements around Office 365 of £54,000, Azure hosting
costs of £20,000, enhancements to our Veeam back up software £23,000, body
warn camera storage requirements £9,000, and additional requirements of
£55,000 around infrastructure, security, patching and licensing. Some of this
growth has been covered by savings in other areas, with the Office 365 licences
replacing our email encryption Egress software saving £42,000, and by
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collaborating with the Police and now sharing our Concerto Property system with
them, saving £13,000.
5.12 Capital Financing Costs – Interest Payments & Minimum Revenue
Provision – growth of £61,710 reflects our changed Capital Financing Strategy,
as approved by Members in November 2020, whilst recognising the continual
need to invest in our Service and the physical assets we use.
5.13 Supplies and Services – Clothing, Uniforms and Laundry – One off growth
of £50,000 is required to fund new undress uniform for senior officers. For many
years the service has been able to reuse and share uniforms between officers,
and avoid additional costs, but these garments now need to be replaced. A
personal issue Undress Uniform is being investigated to better present the senior
officers representing DFRS at official events.
5.14 Other smaller growth items include Equipment Maintenance £40,000, which is
offset by an equivalent saving on Breathing Apparatus; Operational Training
growth of £20,000 which provides for ongoing investment in enhanced firefighter
safety and capabilities, aligned with the DEFRA Flood Rescue Concept of
Operations (FRCO); a reduction in Radio Mast Income of £17,800 due to the
removal of the mast at Bolsover Fire Station; and a Rental Income reduction of
£12,350.
Future Years Growth
5.15 Capital Financing Costs - growth of £383,210 in 2023/24 (£253,580 in 2024/25,
and £36,320 in 2025/26) is required to support the Capital Programme, as
outlined in a separate report on this agenda. This represents the costs of
borrowing to fund ongoing planned capital expenditure.
5.16 Supplies and Services – Clothing, Uniforms and Laundry - £130,000 one off
funding is estimated to be required in 2023/24 to refresh the fire fighters working
rig. This will represent an increase in dress standards and ensure standardisation
across the service along with maintaining additional livery and badges for kit.
6.

Council Tax and Precepting Options

6.1 Following the introduction of the Business Rates Retention Scheme in April 2013,
the District, Borough and City councils are now required to take account of both
Council Tax and Business Rates collected in determining their surplus / deficits.
6.2 At the time of writing, the deadline for Council Tax and NNDR notifications from
the billing authorities had not yet passed. Taxbase and collection fund surplus /
deficit assumptions are outlined below and an updated position will be brought
to Members.
Council Tax Base/Band D Equivalent Properties
6.3 The Council Tax Base represents the number of taxable properties in Derbyshire.
The budget assumes a 1% increase in the number of taxable properties in
Derbyshire compared to 2021/22 levels. This assumption results in additional
income to the Authority of £0.250m before any council tax increase is applied.
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Although not complete early notifications suggest growth in the tax base could
be higher than 1%. This movement assumes increases in the number of
properties still being built, but could be offset by an increase in the number of
households claiming Council Tax Support.
Council Tax and NNDR Surpluses and Deficits
6.4 The Authority is entitled to a proportionate share of any surplus or Deficit Council
Tax and Business Rates income from the City and District Council Tax Collection
Funds. For 2022/23 this is estimated to be a Council Tax Collection Fund deficit
of £59,830 and an NNDR Collection Fund deficit of £122,910. In 2020/21 the
Government required authorities to spread part of their deficit (resulting from
Covid) over 3 years. Amounts are also included in 2023/24 which is the 3rd and
final year of the spreading.
Implications
6.5 Given the uncertainty around the future level of funding and the long term
economic impact of Covid19, the absence of a multi-year settlement, inflationary
and pay award considerations, increasing pension related pressures, the need
to invest in Fire Stations and other legislative and statutory pressures, the
Authority should consider the following precept increase. This should be
considered alongside the Authority’s level of reserves.
Increase Council Tax for a Band D property in 2022/23 by 1.98% above
2021/22 levels
6.6 This would increase Council Tax from its current level of £79.27 for a Band D
property to £80.84, representing an increase of £1.57. The increase proposed in
this option is below the current referendum threshold of 2% for Fire and Rescue
Services.
6.7 The table below shows the impact of precepting at 1.98% on the range of council
tax bands (A to H) and the subsequent increase in council tax payable in pounds
and pence per annum. On the current tax base every 1% increase in Council
Tax will generate an additional circa £250,000 of funding.
Cash Increase in Council Tax Bands
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6.7.1 The table below shows the Council Tax bandings and proposed Council Tax
levels.

7.

Consultation Feedback

7.1 Consultation has taken place with the public on The Medium Term Financial
Strategy 2021/2022 to 2024/2025. As part of the consultation, members of the
Derbyshire community were asked to ‘Have Their Say’ on our MTFS, and the
level of precept to be applied. At the time of writing the consultation was still open
and 36 responses had been received, 85% of responses were in agreement with
areas identified for development.
8.

Four Year Financial Forecast 2022/23 – 2025/26

8.1 The table below details indicative budgets for the next four years based on a
1.98% increase in Council Tax 2022/23 (and all future years of the MTFP).
Projected Four Year Financial Plan based on a 1.98% increase in Council Tax
in year 2022/23 (and all future years of the MTFP)
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8.2 Funding assumptions, as outlined in the report, result in a deficit in the region of
£330,000 in 2022/23, to be funded through Council Tax Support Grant and
Section 31 Grant. Years 2024/25 and 2025/26 projections in particular should be
considered to be indicative at this stage and are subject to heightened
uncertainty over funding streams. The main assumptions included in setting the
budget are:
•
•
•
•
•
•

9.

Grant streams assume a 1% increase in each year of the MTFP;
Pay increases across the Service and MTFP years have been included at
2% per annum;
Other inflation has been included at 4% in 2022/23, 3% in years 2023/24
and 2024/25, and 2% in 2025/26;
A 1% growth in the Council Tax base and Business Rate yield has been
included. Increases in the precept and Business Rate charge have been
applied;
The effect of the Health & Social Care Levy on DFRS budgets, being
£306,200 per annum, is met by additional Services Grant funding, all years;
The effect of McCloud and the impact of any potential remedy has not been
included in the detailed MTFP.

Our Plan (IRMP) 2020-23 Programme and Planned Budget Savings
2022/23 Onwards

9.1 The latest ‘Our Plan’ (IRMP) can be found on the DFRS website (Development
themes for our Plan are shown below):

9.2 Ongoing savings of £1.5m are on track to be delivered in the 2021/22 financial
year. Savings of £0.3m ongoing applied to the 2022/23 Revenue Budget are
outlined below.
9.3 This brings the total savings achieved by the Service over the period 2011/2012
to 2022/23 to approximately £13.3m.
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Planned Budget Savings – 2022/23 Onwards
9.4 The 2022/23 budget includes ongoing savings of £0.3m and one off savings of
£0.35m, as outlined below.
9.5 Workforce Planning - a budget saving of £354,000 reflects the removal of a
2021/22 growth item which provided for the ‘up skilling’ of employees in the
context of the potential skill loss associated with the McCloud Sargent
judgement. This funding has been transferred to earmarked reserves and will be
applied to the training and investment in our workforce. This saving is one off in
nature and as such does not continue into years 2023/24 onwards.
9.6 Premises Related – Rates – Members will be aware of savings in the order of
£260,000 in the current financial year, achieved by the successful challenge of
the rateable values applied to fire stations. As previously reported, the amount of
£50,000 of this is ongoing and the budget has been reduced accordingly.
9.7 Transport Related – Contract Hire and Operating Leases – the 2021/2022
Capital Programme provided for the replacement of two red fleet vehicles, three
appliances, and seven appliances on the expiry of their lease agreements. This
generated savings of £124,000 in 2021/2022. Further savings of £89,400 will be
achieved in 2022/2023, and £33,500 in 2023/2024 as the lease payments, which
are charged to the Revenue Budget, come to an end.
9.8 Other Government Grants and Other Income - Partnership Income - savings
of £74,740 include the recovery of £42,000 from Nottinghamshire Fire and
Rescue Service and Leicestershire Fire and Rescue Service, being their
contribution towards the Pensions Remedy Project Team.
9.9 Other smaller savings include Breathing Apparatus £40,000 which is offset by
an increase in Equipment Maintenance; and an increase in Secondment
Income of £32,580 due to a contract extension.
9.10 To address the emerging financial position the service has identified several
areas which it will continue to review with a focus on productivity and efficiency.
In addition to this, wider financial awareness programmes will be delivered to
ensure effective challenge and scrutiny at all levels. An agreed savings plan will
be needed to meet the projected deficit and fund the planned investment.
Areas for ongoing review include:
•
•
•
•
•
•
•

The Capital Programme
Vehicles Review (Fleet, equipment & maintenance).
Vacancies
Ways of working
Apprenticeship / Training Review
Use of the estate
Use of technology (This is one of our Service Priorities)

Page 16 of 19

ITEM 8

10. Robustness of Estimates and Reserves - Assurance Statement from the
Treasurer
10.1 Section 25 of The Local Government Act 2003 requires the Director of
Finance/Treasurer to report to Members annually on the robustness of the
estimates included in the budget and the adequacy of the proposed financial
reserves. The Authority must take these into account when setting a precept.
10.2 As the Authority’s S151 Officer, I can provide the following assurances: •

The main assumptions and estimates, for compiling the budget are set out
within the report and the figures for the 2022/23 budget have been based
on these assumptions. The process involved in producing the estimates
has taken into account all known quantifiable financial impacts on the
Authority’s budget. Inflation has been added on the basis of best estimates
and the budget has been closely scrutinised and will need continued
monitoring given the volatility of inflation and the potential for interest rate
increases.

•

The recommendations are consistent with the medium term financial
strategy and do not impact on the financial stability of the Authority in the
short term. There is, however, increased pressure in the future to deliver
savings to meet expected future deficits due largely to the borrowing
required to fund the new vehicles and Fire Stations. The Authority cannot
sustain the continued use of reserves to balance the budget in the short
term despite its track record in recovering the contributions in year through
vacancy management. This is a forseeable risk.

10.3 A comprehensive analysis of reserves has been undertaken as part of the
2022/23 budget setting process. Expenditure in 2021/22 has been subject to
close monitoring and control in an attempt to increase the Authority’s level of
reserves in accordance with agreed policy. The Forecast Outturn Report
(December 2021) outlines a managed underspend of £0.4m including the use of
£250,000 to support the original budget. The projected 2021/22 Revenue Budget
underspend will be transferred to the Capital Development Reserve at year
end.
Level of Reserves
10.4 The level of Reserves reported provide an update to the Medium Term Financial
Strategy 2022/23 to 2025/26, and in particular changes to our capital financing
strategy, as approved by Members in November 2020.
Estimated Opening Reserves

2022/23
£000s

Capital Financing Deferral
Revenue Earmarked Reserves
General Fund Balance
Invest to Save Reserve
Strategic Risk Reserve
Tri Control / ESN Reserve

840
3,024
1,900
396
1,956
1,290
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Capital Grants Unapplied
Capital Receipts Reserve
Subtotal
Revenue Budget underspend 2021/22
Total

952
2,655
13,013
381
13,394

10.5 The updated Reserves Strategy 2021-25, which includes a Statement of
Estimated Reserves 2022/23 to 2024/25, is included at Appendix 2 for Member
approval.
10.6 General Reserves are maintained at 5% of net expenditure which is consistent
with published best practice and in line with the Strategy. Uncommitted or
General Reserves are now below average for Fire and Rescue Services.
10.7 A risk assessment of key reserves is included in the Medium Term Financial
Strategy 2022/23 to 2025/26 approved by members in September 2021. The link
below provides a robust and comprehensive analysis which is supplemented by
Appendix 2.
https://www.derbysfire.gov.uk/application/files/3716/3368/8504/Fire_and_Rescue_Authority_Meeti
ng_Papers_2021-09-23_OPEN.pdf
10.8 The 2022/23 Estimated Opening Reserves are of an appropriate level to provide
financial resilience in the medium term and will be key to the delivery of planned
reform. However, the risk of funding reductions in future years and the need for
continued investment in the Service must be considered.
10.9 The Authority is mindful of the need to continue to invest in change, collaborative
working and to obtain future sustainable savings through the streamlining and
continuous review of its services.
11. Legal Considerations
11.1 The Authority has a statutory duty to notify its precept to Billing Authorities by 1
March 2022 and has no power to issue a supplementary precept.
11.2 Section 114 of the Local Government Finance Act 1988 requires the Treasurer
to report to Members and the External Auditor if the Authority or one of its officers
has made, or is about to make, a decision that involves incurring unlawful
expenditure (not setting a balanced budget would be classed as being unlawful).
11.3 The Authority must also comply with the Accounts and Audit Regulations 2011
and ensure that the financial management of the Authority is adequate and
effective, and has a Duty of Best Value to make arrangements to secure
continuous improvement in the way in which its functions are exercised, having
regard to a combination of economy, efficiency and effectiveness.
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12. Financial Considerations
12.1 This report is asking Members to consider the strategic financial direction of the
Authority. Members will need to take account of national, local and corporate
issues addressed in the report.
13. Inclusion and Equality Considerations
13.1 In considering the budget Members are under a legal duty to pay “due regard” to
the need to eliminate discrimination and promote equality with regard to race,
disability and gender, including gender reassignment, as well as to promote good
race relations. From April 2011 this equality duty was extended to cover age,
sexual orientation, pregnancy, maternity and religious belief.
This report has been approved by the following officers:
Strategic Leadership Team Meeting – 17.1.22
Contact Officer: Simon Allsop

Contact No: 01773 305410

Background Papers:
Revenue Budget Outturn 2020/21
Capital Budget Outturn 2020/21
Revenue Budget Monitoring 2021/22
Capital Budget Monitoring 2021/22
Medium Term Financial Strategy 2022/23 to 2025/26
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Derbyshire Fire and Rescue Authority

Appendix 1

Proposed Revenue Budget 2022/23 - 2025/26

31,033,600
546,220
785,000
794,200
380,200
1,033,960
1,245,230
85,500
84,500
43,200
36,140
18,400
1,009,200
122,900
19,900
43,150
258,520
783,190
15,600
254,380
91,100
723,310
2,182,400
51,200
98,000
424,100
86,300
413,000
0
512,000
0
(86,450)
(378,310)
(4,185,120)
38,524,520

Proposed
Revenue
Budget
2022/23
32,693,800
590,890
816,400
825,900
395,400
1,075,260
1,245,030
88,900
93,620
30,900
46,190
21,100
1,049,500
37,500
20,700
44,850
306,720
814,590
16,200
314,580
94,600
799,720
2,362,260
53,200
101,900
445,000
88,900
460,710
0
526,000
0
(449,890)
(378,310)
(4,120,900)
40,511,220

Proposed
Revenue
Budget
2023/24
33,280,890
608,500
840,900
850,700
407,300
1,107,500
1,282,400
91,600
96,400
31,800
47,600
21,700
1,081,000
5,100
21,300
46,200
315,900
839,300
16,700
404,000
97,400
823,900
2,433,400
54,800
105,000
458,300
90,600
608,270
0
761,650
0
0
(378,300)
(4,137,500)
42,314,310

Proposed
Revenue
Budget
2024/25
33,947,700
626,700
866,100
876,200
419,500
1,140,700
1,320,900
94,300
99,400
32,800
49,000
22,400
1,113,500
5,300
21,900
47,600
325,400
864,600
17,200
286,100
100,300
848,700
2,506,500
56,400
108,200
472,000
92,400
615,110
0
1,008,390
0
0
(378,300)
(4,154,300)
43,452,700

Proposed
Revenue
Budget
2025/26
34,626,700
639,200
883,400
893,800
427,900
1,163,500
1,347,300
96,200
101,400
33,500
50,000
22,800
1,135,700
5,400
22,300
48,500
331,900
881,900
17,600
291,800
102,400
865,700
2,556,500
57,500
110,400
481,300
94,300
621,910
0
1,037,910
0
0
(378,300)
(4,171,500)
44,398,920

(25,479,800)
(4,262,895)
(8,781,825)
(38,524,520)

(26,216,670)
(4,393,265)
(9,901,285)
(40,511,220)

(26,726,490)
(4,437,200)
(10,083,360)
(41,247,050)

(27,327,400)
(4,481,600)
(10,225,600)
(42,034,600)

(27,868,500)
(4,526,400)
(10,327,900)
(42,722,800)

0

0

1,067,260

1,418,100

1,676,120

Actual Budget
2021/22
EMPLOYEES

DIRECT EMPLOYEE EXPENSES
INDIRECT EMPLOYEE EXPENSES
PENSION
PREMISES RELATED
REPAIRS, ALTERATIONS AND MAINTENANCE OF BUILDINGS
ENERGY COSTS
RENTS
RATES
WATER
CLEANING AND DOMESTIC SUPPLIES
GROUNDS MAINTENANCE COSTS
PREMISES INSURANCE
REFUSE COLLECTION
TRANSPORT RELATED DIRECT TRANSPORT COST
CONTRACT HIRE AND OPERATING LEASES
PUBLIC TRANSPORT
CAR ALLOWANCES
TRANSPORT INSURANCE
SUPPLIES AND SERVICES
EQUIPMENT, FURNITURE AND MATERIALS
CATERING
CLOTHES, UNIFORMS AND LAUNDRY
PRINTING, STATIONERY AND GENERAL OFFICE EXPENSES
SERVICES (incl Occ Health, Insurance, External Auditor Fees)
COMMUNICATIONS AND COMPUTING
EXPENSES
GRANTS AND SUBSCRIPTIONS
MISCELLANEOUS EXPENSES
THIRD PARTY PAYMENTS
OTHER LOCAL AUTHORITIES
CAPITAL FINANCING COSTS
INTEREST PAYMENTS
DEBT MANAGEMENT EXPENSES
OTHER
MINIMUM REVENUE PROVISION
REVENUE CONTRIBUTIONS TO CAPITAL
CONTRIBUTION TO / FROM EARMARKED RESERVE
INCOME
TRADING COMPANY DIVIDEND
OTHER GOVERNMENT GRANTS AND OTHER INCOME
NET BUDGET REQUIREMENT
FUNDING
PRECEPT INCOME AND SURPLUS ON COLLECTION FUND
REVENUE SUPPORT GRANT
NATIONAL NON DOMESTIC RATES
TOTAL FUNDING

PROJECTED SURPLUS (-) / DEFICIT

Appendix 2
RESERVES STRATEGY 2020-25

The Authorities strategy is to hold appropriate balances to provide contingency
funding, to manage spend profiles across financial years, to hold grants and
contributions received separate until utilised and to allocate funding to future
strategic projects and identified risks.

Background
The requirement for a local authority to maintain financial reserves is
acknowledged in legislation: the Local Government Act 1992 requires billing and
precepting authorities to have regard to the level of reserves needed for meeting
estimated future expenditure when calculating the budget requirement.
In accordance with the 1988 Local Government Finance Act the Chief Finance
Officer (Section 151 Officer) must report if there is or is likely to be unlawful
expenditure or an unbalanced budget. This would include situations where reserves
have become seriously depleted and it is forecast that expenditure will exceed
resources.
The External Auditors are not responsible for prescribing the optimum or minimum
level of reserves for individual authorities or for authorities in general, but they are
required to review and report on the level of reserves and balances. The External
Auditors’ view as to whether an authority has strong financial management and
sound financial standing will be supported by their review of the process used to
determine and approve the level of reserves.

Determining the level of reserves
The Reserve Strategy is reviewed annually to ensure that it remains relevant and up
to date, reflecting the medium to long term needs of the Authority. Determining the
appropriate level of reserves is a balance of holding a prudent level of financial
security for unforeseen pressures against using funds for investment into the service.
The Authority holds several different reserves, each of which are explained in this
Strategy, and all support the prudent and sustainable approach to budget setting,
which has existed for many years. Reserves are held for several reasons.
The Authority 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, and
Earmarked Reserves: these have been created for specific purposes and
involve funds being set aside to meet known or predicted future liabilities.

Such reserves are intended to smooth the expenditure profile and avoid

liabilities being met from Council Tax or the need to make offsetting savings
in the year that expenditure is incurred.
There is not a standard recognised formula for determining the level of reserve
that each local authority should maintain. It is the responsibility of the Section 151
officer to recommend an appropriate level for Reserve balances. In establishing an
appropriate level the local circumstances and the potential issues/risks that may
occur across the medium term are considered. In determining an appropriate level of
reserves for Derbyshire Fire and Rescue Service the range of risks and issues that
should be taken into account include the following:
•

The possibility of predicted shortfalls in future years of the MTFP requiring
additional savings to be delivered. Such savings may need additional time to
develop or initial investment to enable a saving to be realised,

•

To provide cover for extraordinary or unforeseen events occurring: given
that the purpose of the fire and rescue service is to respond to emergency
situations, there is always the potential for additional, unexpected and
unbudgeted expenditure to occur,

•

The commitments falling on future years as a result of capital plans and
proposals to improve/develop the asset held by the Authority. Having
reserves would mitigate the impact on the revenue budget of borrowing
and/or revenue contributions to capital,

•

The risk of inflation,

•

Enable the Authority to resource one-off policy developments and
transformation initiatives without causing an unduly disruptive impact on
Council Tax,

•

Spread the cost of large-scale projects which span several years,

•

Impacts of the McCloud pension case and significant costs relating to the
remedy. The actual funding of the remedy and compensation remains
unknown but could impact on the Authority.

General Reserves
The General Reserve provides a contingency to cushion the impact of unexpected
events and exceptional costs and in extreme circumstances would be used to
provide a working cash balance to cushion the impact of uneven cash flows. The
General Reserve is held as an emergency fund and so is not used in day-to-day
operations.
There has been considerable debate about the level of general reserves that are
being held by authorities. Whilst there is no specified minimum general reserve level,
many authorities have adopted 5% of the net revenue budget as an appropriate
level.

For Derbyshire Fire Authority, the level of General Reserve at 31 March 2021 stood
at £1.9m (4.8%) which is in line with 5% of the budget. Although the Revenue
budget may change from year to year the General Reserves will be maintained at
£1.9m whilst this is sufficiently close to the target level.
In addition to the General Reserve the authority holds several other non-earmarked
reserves. These are identified below:
Strategic Risk Reserve – This is the main reserve used by the authority to meet
unforeseen pressures above current budgetary provision where a specific reserve
does not exist. In addition the reserve can be used to provide temporary funding to
cover delays or shortfalls in delivering IRMP programme savings and to provide an
unallocated reserve to cushion the impact of funding cuts.
Capital Receipts Reserve – Used to hold capital receipts from the sale of fixed
assets until they are used as funding for further investment in the capital programme.
The table set out in the Annex 1 summarises the reserve position to 2025. This
Strategy will be kept under review as capital spending is incurred and the level of
reserves is adjusted to reflect the actual position at the end of each financial year.

Earmarked Reserves
In addition to General Reserves the Fire Authority has several earmarked reserves.
These have been set aside to support capital and revenue expenditure in future
years. They contain funds identified by the authority and grant income that remains
unspent.
An annual review led by the Director of Finance and Senior Management Team is
undertaken to ensure all earmarked reserves carried forward into the following
financial year are still justified with clear plans for their usage. In addition future risks
and the need to create or increase reserve balances is considered.
During the year end the treatment of any resulting underspend is considered and
allocated to:
1. earmarked reserves to meet future risk,
2. to increase General Reserves (at the discretion of the S151 officer),
3. to the Capital Development Reserve to reduce the need for future borrowing.
The forecast levels reflect the planned usage of reserves to meet anticipated
expenditure. The main earmarked reserves are explained below.

Capital Development Reserve - To support the Capital Programme and the
Authority’s commitment to longer term planning while cushioning the impact of
any borrowing. Used to fund future capital programme schemes where borrowing
is less desirable in particular assets with shorter lives eg ICT. In addition the

reserve gives flexibility to finance investment not strictly meeting the capitalisation
criteria eg hosted or managed ICT systems.
Grant Reserves – Used to hold individual Grants received by the Authority that
are currently unused or span more than one year. These include:
• Grenfell Infrastructure Grant
• Building Risk Grant
• Protection Uplift Grant
• Protection Grant - Accreditation
• Section 31 Grant
• ESN Grant
Covid-19 - Emergency Funding balance held to fund ongoing cost of additional
Covid 19 activities and increased costed.
Workforce Planning - Held to ensure that a high level of training provision is in
place to replace the potential skills loss predicted following the implementation of
the McCloud remedy.
Pensions Risk Reserve – To provide for the potential liabilities falling on the
Service from the various legal challenges including McCloud and Sargeant.
Protecting the Most Vulnerable – Established to safeguard prevention activities
currently undertaken with partner agencies in the main, and to support schemes
and partners in providing health and wellbeing support to the most vulnerable
members of our community.
PPE – To provide resources for investment in PPE enhancement and
replacement in addition to annual budgets.

Derbyshire Fire and Rescue Authority
Forecast Outturn 2021/22

Opening
Balance
01/04/2021

Reserves

Appendix 2a

Estimated Closing
Balance
31/03/2022

Transfer Between
Reserves

Final Closing Balance
31/03/2022

Estimated Closing
Balance
31/03/2023

Estimated Closing
Balance
31/03/2024

Estimated Closing
Balance
31/03/2025

EARMARKED RESERVES
Development Reserves
1,670,791 Capital Development Reserve

840,415

707,500

1,547,915

0

0

0

77,909 Grenfell Infrastructure Grant

0

0

0

0

0

56,010 Building Risk Grant

0

0

0

0

0

36,581

36,581

0

0

0

33,651

33,651

0

0

0

100,000

100,000

0

0

0

0

0

0

0

0

55,629 Protection Uplift Grant
0 Protection Grant - Accreditation
350,000 Water Rescue Equipment
40,000 Water Rescue Training
168,860 BA Training House R&M Fund

188,860

(98,860)

90,000

0

0

0

14,370 System Development Reserve

14,370

(14,370)

0

0

0

0

123,835 Protecting the Most Vulnerable

123,835

123,835

123,835

123,835

123,835

175,000 PPE Development

100,000

100,000

0

0

0

94,590

94,590

94,590

94,590

94,590

1,289,560

1,289,560

1,289,560

1,289,560

1,289,560

94,590 ESN Revenue Grant
1,289,560 Control / ESN Risk
Risk Reserves
262,238 Local Funding Risk

262,238

246,687

508,925

0

0

0

220,000 Workforce Contingency Reserve

220,000

(220,000)

0

0

0

0

380,000 Pensions Risk Reserve

380,000

380,000

380,000

380,000

380,000

754,270 Covid-19 / Agile Working

574,270

200,000

200,000

200,000

200,000

0

0

0

0

0

354,000

354,000

354,000

354,000

354,000

294,087

294,087

0

0

0

0

0

0

0

0

0 2021/22 Operational Pay Award
0 Workforce Planning Resilience
1,202,460 Section 31 Grant
127,801 Tax Income Guarantee
0 Council Tax Support Grant

7,063,323 SUBTOTAL - EARMARKED RESERVES

(374,270)

246,687

(246,687)

0

0

0

0

5,153,144

0

5,153,144

1,887,985

1,887,985

1,887,985

GENERAL RESERVES
1,900,000 General Reserve

1,900,000

1,900,000

1,900,000

1,900,000

1,900,000

2,129,416 Strategic Risk Reserve

2,337,976

2,337,976

2,337,976

2,337,976

2,337,976

395,691 Invest To Save Reserve

395,691

395,691

395,691

395,691

395,691

1,269,955 Capital Grant Unapplied

952,000

952,000

1,269,955

1,269,955

1,269,955

2,655,460

2,655,460

1,500,000

500,000

0

13,394,271

9,291,607

8,291,607

7,791,607

1,101,971 Capital Receipts Reserve
13,860,356 TOTAL RESERVES

13,394,271

0

ITEM 9
OPEN

DECISION

DERBYSHIRE FIRE & RESCUE AUTHORITY
10 FEBRUARY 2022
REPORT OF CHIEF FIRE OFFICER/CHIEF EXECUTIVE
CAPITAL BUDGET MONITORING 2021/22
CAPITAL PROGRAMME 2022/23 – 2024/25
PRUDENTIAL CODE REPORT & TREASURY MANAGEMENT STRATEGY
1.

Purpose of Report

1.1 To present the 2021/22 Capital Monitoring position as at 30 November 2021.
1.2 To recommend for approval the Capital Programme for 2022/23 and
consider the Capital Program for 2023/24 to 2024/25.
1.3 To make recommendations required under the CIPFA Prudential Code for
Capital Finance including the Treasury Management Strategy and Treasury
Management Practices.
2.

Recommendations

2.1 That Members note the capital monitoring position as at 30 November 2021
as set out in Appendix 1.
2.2 That Members note a £0.034m addition to replace the Occupational Health
System approved under the delegated powers of the Chief Fire Officer
(paragraph 3.4).
2.3 That Members approve slippage of £0.022m for the scheme to provide Two
New Light Fleet Vehicles (paragraph 3.5).
2.4 That Members approve slippage of £0.150m for the scheme to provide a
Replacement Welfare Vehicle (paragraph 3.6).
2.6 That Members approve the 2022/23 Capital programme of £7.849m as
detailed in Appendix 2.
2.7 That Members approve delegation to the Director of Finance for authority to
approve new borrowing, up to the Capital Financing Requirement, at the time
he believes is most prudent.
2.8 That Members approve the Prudential Indicators and MRP Policy as set out
in Section 6.
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2.9 That Members approve the Treasury Management Strategy for 2022/23,
included within this report (Appendix 3).
2.10 That Members approve the Treasury Management Practises (Appendix 4).
3.

MONITORING OF THE CAPITAL PROGRAMME 2021/22

3.1. The capital monitoring position is shown in Appendix 1. It shows total
expenditure to date of £0.688m which represents 13% of the revised budget
of £5.312m.
Property Programme
3.2 The design of the new build schemes at Glossop and Matlock Fire Stations is
continuing with a full planning application decision anticipated this month for
Glossop.
3.3 Derbyshire Constabulary Co-location Programme
The building works for the scheme at Ascot Drive is now complete.
ICT Projects
3.4 A £0.34m allocation from the ICT Strategy Fund was approved by Delegated
Powers of the Chief Fire Officer / Treasurer in December. The new scheme
will replace the Occupational Health System.
Vehicles
3.5 The light fleet usage survey has recently been undertaken, as part of the
transport department’s service improvement project. Approval is requested
to slip the 0.022m scheme to provide two new light fleet vehicles into
2022/23, whilst the service requirements are evaluated, enabling further
flexibility in the fleet provision.
3.6 The £0.150m scheme for the replacement welfare vehicle has been revised
to obtain the most appropriate and cost effective solution and approval is
sought to slip the scheme into 2022/23 to allow for the current delivery lead
times.
Breathing Apparatus
3.7 The delivery and issue of the new Draeger Breathing Apparatus kit is nearing
completion following the global supply chain issues and resultant
manufacturing and distribution delays.
4.

CAPITAL PROGRAMME & FINANCING FOR 2022/23 ONWARDS

4.1 The proposed Capital Programme for 2022/23 to 2024/25 is attached at
Appendix 2.
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4.2 The 2022/23 indicative programme totals £7.849m. The Programme includes
£1.525m slippage from the 2021/22 Capital Programme.
Property
4.3 Further investment in stations will be prioritised in accordance with the
imminent service delivery risk review and the condition survey. The 2022/23
property programme is a continuation of the identified investment needed
and new build stations approved in last years programme. Building work is
planned to commence on Glossop and Matlock with design work being
undertaken on New Mills which includes colocation with Derbyshire Police.
However, this will be kept under review in light of the increasing industry
construction costs
ICT Projects
4.4 The ICT programme for 2022/23 provides £0.035m for the rolling annual
desktop PC replacement scheme and £0.5m for emerging ICT Strategy
schemes. This is currently fully allocated to three prioritised schemes. A
£0.050m scheme for new Cloud Based Infrastructure and two schemes at
Ascot Drive Fire Station; £0.250m for VDI Hardware and £0.200m for the
Secondary Data Centre.
Vehicles
4.5 The 2022/23 transport capital programme covers the replacement of seven
light fleet vehicles, (£0.077m), six new appliances, (£1.420m), sixteen
replacement officer cars, (£0.372m) and the provision of two replacement
welfare vehicles (0.150m). The programme is under constant review to
ensure that the fleet is utilised to best meet the needs of the service and may
change accordingly. Strategy considerations include the impact of market
forces increasing vehicle prices, emissions legislation and engine technology
(electric vehicle range and charging infrastructure).
Capital Financing
4.6 The forecast usage of all financing sources is shown in Appendix 2 and the
table in paragraph 6.9 below. Shortfalls in resources will result in the need to
further increase borrowing and deliver savings to fund this.
4.7 The programme is financed through a proposed additional £14m of external
borrowing. Interest rates are currently low but expected to rise in coming
years as the Bank of England uses interest rates to control growing inflation.
The service would normally look to maximise internal borrowing and
generate short term savings. However due the potential additional costs
associated with an increase in rates the service will consider taking out
borrowing earlier to remove some of the interest rate risk it faces, subject to
remaining within the prudential limits outlined in the following section.
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5.

THE PRUDENTIAL CODE AND TREASURY MANAGEMENT STRATEGY
Background

5.1 The Prudential Code for Capital Finance in Local Authorities (the Code) is a
professional Code that sets out a framework for self-regulation of capital
spending. In effect, it allows authorities to invest in capital projects which
best meet their service delivery objectives as long as they are affordable,
prudent and sustainable, subject to reserve powers to restrict borrowing for
national economic reasons.
5.2 To facilitate the decision making process and support capital investment
decisions the Prudential Code requires the Fire Authority to agree and
monitor a number of prudential indicators. The indicators cover:
•
•
•
•
•

Capital expenditure;
Affordability;
Prudence;
Debt levels; and
Treasury management.

Reporting Requirements
5.3 The Authority is required to receive and approve, as a minimum, three main
reports each year, which incorporate a variety of polices, estimates and
actuals.
5.4 Prudential and Treasury Indicators and Treasury Strategy (this report) –
The first and most important report covers:
•
•
•
•

the capital plans (including Prudential Indicators);
a Minimum Revenue Provision (MRP) policy (how residual capital
expenditure is charged to revenue over time);
the Treasury Management Strategy (how the investments and
borrowings are to be organised) including treasury indicators; and
an Investment Strategy (the parameters on how investments are to be
managed).

5.5 A mid-year Treasury Management Report – This will update members with
the progress on capital spending and borrowing, amending prudential
indicators as necessary, and report on whether any policies require revision.
This report will reflect the combined changes from CIPFA and MHCLG in
respect of Prudential and Treasury Indicators.
5.6 An Annual Treasury Report – This provides details of a selection of actual
prudential and treasury indicators and actual treasury operations compared
to the estimates within the strategy.
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6.

PRUDENTIAL INDICATORS

6.1 The Prudential Indicators cover two main areas:
Capital Issues
•
•

the capital plans and the Prudential Indicators;
the Minimum Revenue Provision (MRP) strategy.

Treasury Management Issues
•
•
•
•
•
•
•
•

the current treasury position;
treasury indicators which limit the treasury risk and activities of the
Authority;
prospects for interest rates;
the Borrowing Strategy;
policy on borrowing in advance of need;
the Investment Strategy;
creditworthiness policy; and
policy on use of external service providers.

6.2 These elements cover the requirements of the Local Government Act 2003,
the CIPFA Prudential Code, CLG MRP Guidance, the CIPFA Treasury
Management Code and CLG Investment Guidance. They are largely
covered in the Treasury Management Strategy – Appendix 3.
Training
6.3 The CIPFA Code requires the responsible officer, the Director of Finance, to
ensure that Members with responsibility for Treasury Management receive
adequate training. This also applies to Members responsible for scrutiny.
Training will be provided by the Treasury Management Consultants for staff
responsible for undertaking Treasury activities. Training needs will be
regularly reviewed and arranged as required.
Treasury Management Consultants
6.4 The Authority now employs Link Group as its Treasury Management
Consultants. They offer advice and training sessions which are targeted to
staff training needs and provided locally. This also provides the opportunity
of networking with other local authorities in the area who also use Link Group
as their consultants.
6.5 The Authority recognises that responsibility for Treasury Management
decisions remains with the organisation at all times and ensures that undue
reliance is not placed upon our external service providers.
6.6 The Authority also recognises that there is value in employing external
providers of Treasury Management services to acquire access to specialist skills
and resources, particularly in light of the uncertain economic and financial
conditions. The Authority ensures that the terms of their appointment and the
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methods by which their value will be assessed are properly agreed and
documented, and subjected to regular review.
CAPITAL PRUDENTIAL INDICATORS 2022/23 -2024/25
6.7 The Authority’s capital expenditure plans are the key driver of Treasury
Management activity. The output of the capital expenditure plans is reflected
in prudential indicators, which are designed to assist Members overview and
confirm capital expenditure plans.
Capital Expenditure
6.8 This Prudential Indicator is a summary of the Authority’s capital expenditure
and financing plans, both those agreed previously, and those forming part of
this budget cycle. Members are asked to approve the capital expenditure
forecasts as detailed in 3.1 to 4.7 and Appendices 1 and 2.
Prudential Indicator 1: Capital Expenditure – the projected Capital Programme
and financing for the Authority
6.9 The table below summarises the above capital expenditure plans and how
these plans are being financed by capital or revenue resources. Any
shortfall of resources results in a need to increase borrowing.

Capital Expenditure and Financing
Total Expenditure

2021/22 2022/23 2023/24 2024/25
Revised Estimate Estimate Estimate
£’000
£’000
£’000
£’000
5,312

7,849

7,999

907

856

1,087

25

535

1,270

0

0

0

Reserves

830

315

525

0

Revenue (includes Police contributions
for co-location schemes)

635

0

0

0

1,721

6,447

7,449

372

Leasing and PFI

0

0

0

0

Total Financing

5,312

7,849

7,999

907

Capital Receipts
Government Grants (unapplied reserve)

Borrowing

6.10 The second prudential indicator is the Authority’s Capital Financing
Requirement (CFR) and measures the Authority’s underlying need to borrow
for a capital purpose. Any capital expenditure which has not immediately
been paid for by reserves or capital grants and receipts will increase the
CFR.
6.11 The CFR does not increase indefinitely, as the Minimum Revenue Provision
(MRP) is a statutory annual revenue charge which broadly reduces the
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borrowing need in line with each asset’s life. A Voluntary Revenue Provision
(VRP) is a payment above the statutory minimum.
6.12 The CFR includes any long term liabilities arising from lease agreements.
From 2022/23 onwards all rights of asset use agreements, such as operating
leases, will be included in the CFR calculations. Operating leases are funded
from revenue resources and provision is made annually to fund them from
the revenue budget. This funding off-sets the CFR increase and therefore
doesn’t increase the need to borrow.
6.13 The Authority is asked to approve the Capital Financing Requirement
projections below:
Prudential indicator 2: Capital Financing Requirement – outstanding debt from
prior years capital programme financing

Total year end
CFR
Movement in CFR

2020/21
2021/22
2022/23
Actual Estimate Estimate
£’000
£’000
£’000
Capital Financing Requirement
8,267
9,585
*23,350

(403)

2023/24
Estimate
£’000

2024/25
Estimate
£’000

29,698

28,710

1,318

13,765

6,348

(987)

0

0

*8,198

0

0

0

1,721

6,447

7,449

372

(403)

(403)

(880)

(1,101)

(1,359)

(403)

1,318

13,765

6,348

(987)

Movement in CFR represented by
Recognition
operating leases
from 01/04/2022
Net financing need
for the year from
External Sources
Less MRP and
other financing
movements
Movement in CFR

6.14 The CFR has been reducing year on year as debt is repaid. From 2021/22
onwards new borrowing is required to fund the capital programme. In
2022/23 the statutory £8.198m debt liability for the rights of use assets is
recognised. The implementation of *IFRS16 legislation alters the accounting
treatment of leases and forces the authority to recognise the value of the
‘right to use’ leased assets. For DFRS the main leases relate to the Joint
Headquarters and Joint Training Centre and also for remaining leased officer
cars. The existing leases for the Joint Headquarters and Joint Training
Centre run until 2039/40 and form the majority of the rights of use debt,
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£8.171m. Whilst the recognition of leased benfits increases the CFR and
reported debt position of the authority the actual external borrowing is
unchanged. Rather the CFR now includes the financial commitments made
for the use of capital assets.
Minimum Revenue Provision (MRP) Policy Statement
6.15 Background
Minimum Revenue Provision (MRP) is statutory requirement to make a
charge to the Authorities revenue account to make provision for the
repayment of past capital debt and other credit liabilities.
Since 2008 rules on borrowing and MRP were changed by the treasury
giving public sector bodies more freedom to borrow and allowing each
authority to establish its own MRP policy. Each year the service is required
to present to members its MRP policy for approval ensuring a ‘prudent’
provision is made.
In determining a prudent level of MRP the Authority is under a statutory duty
to have regard to guidance on MRP issued by the Secretary of State. The
Guidance provides options which can be used by the Authority when
determining its MRP policy and a prudent amount of MRP. The proposals in
this paper are consistent with the Guidance.
6.16 Derbyshire Fire and Rescue Methodology
•

Capital expenditure financed by borrowing before 2008, MRP will be
recognised on a straight line basis over 15 years. This change from the
reducing balance methodology was approved in February 2021 and
applied to the 2020/21 accounts, hence the remaining term is now 13
years.

•

Capital expenditure incurred after 1st April 2008 financed by
unsupported borrowing, excluding finance leases, the MRP policy will
use the Asset Life Method i.e. MRP will be an annual charge based on
the estimated life of the assets. The provision is set aside in the year
following the capital expenditure. This approach continues to match the
costs and benefits of the assets over the full useful life and is still
considered the most prudent and is in line with current government
recommendations.

Affordability Prudential Indicators
6.17 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
Authority’s overall finances. The Authority is asked to approve the following
indicators:

Page 8 of 12

ITEM 9

Ratio of financing costs to net revenue stream
6.18 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 (how much money the Authority receives).
Prudential indicator 3: Ratio of financing costs to net revenue stream -This
indicator identifies the trend in the cost of capital against the net revenue stream.

Total financing
costs
Net Revenue
Stream
Ratio

2020/21
Actual
£,000
773

2021/22
Estimate
£’000
768

2022/23
Estimate
£’000
1,350

2023/24
Estimate
£’000
1,689

2024/25
Estimate
£’000
1,924

39,035

38,525

40,511

41,247

42,035

2.0%

2.0%

3.3%

4.1%

4.6%

6.19 The estimates of financing costs include current commitments and the
proposals in this budget report and the table above shows a manageable
ratio of financing costs to revenue funding, even as funding levels reduce.
The relatively low ratio of debt costs to revenue stream puts the authority in a
favourable position as it begins to borrow again and also reflects the effect of
the change in MRP policy.
Incremental impact of capital investment decisions on Authority tax.
6.20 This indicator identifies the revenue costs associated with proposed changes to
the capital programme recommended in this budget report compared to the
Authority’s existing approved commitments and current plans. The assumptions
are based on the budget, but will invariably include some estimates, such as the
level of Government support.

Prudential Indicator 4: Estimates of the incremental impact of capital
investment decisions on the Council Tax – The estimated effect of the capital
programme recommended in this report on the band D council tax

Impact
Incremental Change

2020/21
Actual
£
2.40
(1.23)

2021/22
Estimate
£
2.39
(0.01)

2022/23
Estimate
£
4.20
1.81

2023/24 2024/25
Estimate Estimate
£
£
5.25
5.98
1.05
0.73

6.21 The table above shows that the underlying effect of the proposed capital
programme on the average Band D council tax charge is to increase it as
new borrowing is required from 2021/22 onwards. This indicator includes the
costs of repaying debt. The increase from 2021/22 onwards reflects the
increase to debt from new borrowing. The increase in 2021/22 is off-set with
reduction from the effect of the change in MRP policy.
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BORROWING
6.22 The capital expenditure plans set out in Section 3 and 4 provide details of the
activity of the Authority. The Treasury Management function ensures that
the Authority’s cash is organised in accordance with the the relevant
professional codes, so that sufficient cash is available to meet this service
activity. This will involve both the organisation of the cash flow and where
capital plans require it, the organisation of approporiate borrowing facilities.
The strategy covers the relevant treasury / Prudential Indicators, the current
and projected debt positions and the annual investment strategy.
Treasury Management Strategy
6.23 The Chartered Institute of Public Finance and Accountancy’s Treasury
Management in the Public Services: Code of Practice 2017 edition (the
CIPFA code) requires the Authority to approve a Treasury Management
Strategy before the start of each year. The Treasury Management Strategy
can be found in Appendix 3.
6.24 The Strategy provides a clear working document for the Authority to assist in
the management of the risks associated with Treasury Management.
Prudential Indicator 5: The Operational Boundary - This indicator is based on
the probable external debt during the course of the year; it is not a limit and actual
borrowing could vary around this boundary for short times during the year.
Operational boundary
2021/22
2022/23
2023/24
2024/25
Estimate
Estimate
Estimate
Estimate
£’000
£’000
£’000
£’000
Debt
10,380
16,420
23,340
22,950
Finance Leases
0
0
0
0
IFRS16 operating leases
0
8,200
7,850
7,510
Total
10,380
24,620
31,190
30,460
6.25 The current forecast for 2021/22 indicates that the operational boundary
requires approval to decrease from £11.400m to £10.380m, due to the
slippage of scheme expenditure into 2022/23 (section 3 above). The
boundary fluctuates annually in the table above due to the amount and timing
of new borrowing being undertaken for the capital programme and the
continuing repayment of existing borrowing.
The Authorised Limit for External Debt
6.26 A further key Prudential Indicator represents a control on the maximum level
of borrowing. This represents a limit beyond which external debt is
prohibited, and this limit needs to be set or revised by the Fire Authority. It
reflects the level of external debt which, while not desired, could be afforded
in the short term, but is not sustainable in the longer term. This is the
statutory limit determined under section 3 (1) of the Local Government Act
2003. The Government retains an option to control either the total of all
Authorities plans, or those of a specific Authority, although this power has not
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yet been exercised. The Authority is asked to approve the following
authorised limit:
Prudential indicator 6: The Authorised Limit – This represents the maximum
amount of debt the Authority can legally owe.
Authorised limit
2021/22
2022/23
2023/24
2024/25
Estimate
Estimate
Estimate
Estimate
£’000
£’000
£’000
£’000
Debt
10,980
17,020
23,940
23,550
Other long term liabilities
0
0
0
0
IFRS16 operating leases
0
8,200
7,850
7,510
Total
10,980
25,220
31,790
31,060
6.27 The authorised limit includes £1m to allow for any short term borrowing
required for cashflow purposes should it be required in an emergency.
6.28 The current forecast for 2021/22 indicates that the authorised limit requires
approval to decrease from £12.000m to £10.980m, due to the slippage of
scheme expenditure into 2022/23 (section 3 above). Again, the authorised
limit fluctuates correspondingly with the operational boundary. The
authorised limit is calculated to allow for new loans increasing the authority’s
debt prior to the timing of existing loan repayments during each year.
7.

Legal Considerations

7.1. Included within the main body of the report.
8.

Financial Considerations

8.1 This report is financial in nature and due consideration has been taken to
ensure that the capital programme and associated borrowing proposed is
affordable and prudent. This report should be considered alongside the
revenue budget report for 2022/23 – 2025/26.
9.

Inclusion and Equality Considerations

9.1 None.
10

Asset Management Considerations

10.1 The capital programme outlined in this report is in line with the corporate
Property Asset Management Plan, Fleet Replacement programme and
Systems & Information Strategy.
This report has been consulted upon and approved by the following officers:
Strategic Leadership Team – 17.1.22
Contact Officer: Simon Allsop

Contact No: 01773 305410
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Background Papers:
2021/22 – 2023/24 Capital Programme, Prudential Code Report and Treasury
Management Strategy, 11 February 2021
Capital Monitoring and Prudential Update 2021/2022, 2 December 2021
Capital Monitoring and Prudential Update 2021/2022, 23 September 2021
Local Government Act 2003
Prudential Code (amended in 2012)
CIPFA Treasury Management in Public Services: Code of Practice 2017 Edition
(the CIPFA Code) and associated guidance issued by CLG
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Appendix 1

Derbyshire Fire and Rescue Service
Capital Programme 2021/22
Expenditure

Funding

Latest 2021/22
2021/22
Budget
Budget for
Approved
Changes for
Approval
December
February 22 February 2022
Total Scheme
2021
FRA approval
FRA
Budget
£
£
£
£
ICT Strategy
ICT Strategy fund
Cloud Based Infrastructure
Replacement Occupational Health System

Expenditure
Year to Date
£

Reserves
£

Revenue
£

Operational
Lease
£

Capital Grant
Unapplied
Reserve
£

Capital
Contribution
£

Capital Receipts
£

Borrowing
£

Total
£

500,000
50,000
34,000

176,000
50,000
34,000

176,000
50,000
34,000

0
0

28,710
0
34,000

147,290
50,000

176,000
50,000
34,000

35,000

35,000

35,000

0

0

35,000

35,000

282,500
50,000
300,000
30,000
250,000
55,070
200,000
152,685
190,000
90,000

62,106
25,961
69,000
0
0
55,070
0
92,229
0
90,000

62,106
25,961
69,000
0
0
55,070
0
92,229
0
90,000

0
0
0
0
0
0
0
31,755
0
0

62,106

Emergency Services Network (ESN)
ICT Hardware for Mobile Devices on Appliances

1,384,100
142,000

1,290,799
5,641

1,290,799
5,641

12,832
0

290,799
5,641

Tri Control Project

5,400,000

953,968

953,968

49,712

821

3,100,000
3,200,000
720,000
90,000

200,000
100,000
178,690
22,000
90,000

200,000
100,000
178,690
22,000
90,000

50,586
3,195
26,581
257
0

Derbyshire Constabulary Co-location Programme
Ascot Drive Fire Station Co-location scheme (Fire scheme only)

300,000

220,726

220,726

Vehicles
4 red fleet 4x4 vehicles
Replacement Welfare vehicle
1 x Medium Van
25 x Officer and Support Cars
3 x Fire Appliances
7 x Fire Appliances purchase on lease expiry
2 x Red Fleet Vehicles

120,000
150,000
22,000
545,000
810,000
105,000
22,000

66,763
150,000
22,000
545,000
200,000
80,000
22,000

Breathing Apparatus including Telemetry

598,000

647,501

Desktop PC replacement programme
Virtual Desktop Infrastructure Hardware & Configuration
Back Up Restore Capabilities
Human Resources replacement system
Business Intelligence Tool
Telephony
SharePoint Upgrade / Move to Cloud
Networking
WAN Upgrades
Corporate Wi-Fi
Body Worn Cameras

Property Programme
New Glossop Fire Station
New Matlock Fire Station
Separate Male & Female Locker/Changing Facilities On-Call F.S.
Ashbourne FS 4x4 Garage Scheme
Smoke House Equipment

5,484,454

(150,000)

(22,000)

(172,000)

62,106
25,961
69,000
0
0
55,070
0
92,229
0
90,000

25,961
69,000
0
0
55,070
0
92,229
0
90,000

952,240

635,429

47,760

1,290,799
5,641

317,718

953,968

200,000
100,000
178,690
17,000

200,000
100,000
178,690
22,000
90,000

197,163

220,726

220,726

66,763
0
22,000
545,000
200,000
80,000
0

39,157
0
20,336
0
0
80,000
0

66,763
0
10,000
0
200,000
80,000
0

66,763
0
22,000
545,000
200,000
80,000
0

647,501

176,348

0

647,501

647,501

5,312,454

687,922

830,376

1,720,680

5,312,454

5,000
90,000

12,000
545,000
0

0

635,429

0

1,269,958

0

856,011
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Capital Programme 2022/23
Expenditure

Total Scheme
Budget
£

Slippage to
2022/23 as at
02/12/21 FRA
£

ICT Strategy
ICT Strategy fund
Cloud Based Infrastructure
VDI Hardware (Ascot Drive)
Secondary Data Centre (Ascot Drive)

New
New
New

Desktop PC replacement programme

New

35,000

EIS replacement
Business Intelligence Tool
Telephony
Networking
Corporate Wi-Fi

C623
C624
C597
C599
C602

180,000
30,000
250,000
200,000
190,000

180,000
30,000
64,030
104,948
116,000

Property Programme
New Glossop Fire Station
New Matlock Fire Station

C677
C679

4,200,000
4,100,000

148,087
100,000

Derbyshire Constabulary Co-location Programme
New Mills Fire Station

New

3,400,000

Slippage to
2022/23 for
Feb 2022 FRA
£

500,000
50,000
250,000
200,000

Vehicles
5 x Light Fleet Vehicles
2 x Light Fleet Vehicles
16 x Officer and Support Cars
3 x Fire Appliances
3 x Fire Appliances

55,000
22,000
372,290
810,000
810,000

2 x Replacement Welfare Vehicles

150,000

Funding

2022/23
Additions
£

0
50,000
250,000
200,000
35,000

Operational
Lease
£

Revenue
£

Capital Grant
Unapplied
Capital
Reserve
Contribution Capital Receipts
£
£
£

Borrowing
£

Total
£

0
50,000
250,000
200,000

0
0

0
50,000
250,000
200,000

0
50,000
250,000
200,000

35,000

0

35,000

35,000

180,000
30,000
64,030
104,948
116,000

0
30,000
64,030
104,948
116,000

180,000

180,000
30,000
64,030
104,948
116,000

2,500,000
2,000,000

0
0

2,500,000
2,000,000

2,500,000
2,000,000

300,000

300,000

0

300,000

300,000

55,000

55,000
22,000
372,290
610,000
810,000

0

55,000
22,000
0
610,000
810,000

55,000
22,000
372,290
610,000
810,000

150,000

150,000

6,447,000

7,849,268

22,000
372,290
810,000
150,000

172,000

Reserves
£

2,351,913
1,900,000

610,000

1,353,065

Revised
2022/23
Budget
£

0
0
0

0

0

372,290
0
0

0

150,000

6,324,203

7,849,268

314,978

0

0

0

0

1,087,290

525,437 Capital Financing Deferral

2,299,170 cap rec reserve

Capital Programme 2023/24
Expenditure

Total Scheme
Budget
£
ICT Strategy
ICT Strategy fund
Cloud Based Infrastructure
Primary Data Centre (Ripley)
VDI Hardware (Ripley)
Desktop PC replacement programme
Property Programme
New Glossop Fire Station
New Matlock Fire Station
Derbyshire Constabulary Co-location Programme
New Mills Fire Station
Vehicles
5 x Light Fleet Vehicles
2 x Medium Vans
3 x Fire Appliances
Equipment for Major Rescue Units Replacements

C677

Slippage to
2023/24 as at
02/12/21 FRA
£

Funding

2023/24
Additions
£

Revised
2023/24
Budget
£

Reserves
£

Operational
Lease
£

Revenue
£

Capital Grant
Unapplied
Capital
Reserve
Contribution Capital Receipts
£
£
£

Borrowing
£

Total
£

500,000
50,000
225,000
225,000

0
50,000
225,000
225,000

0
50,000
225,000
225,000

0
50,000
225,000
225,000

0
0
0
0

0

0
50,000
225,000
225,000

35,000

35,000

35,000

25,437

9,563

0

35,000

4,200,000
4,100,000

1,498,087
2,000,000

1,498,087
2,000,000

0

1,498,087
2,000,000

1,498,087
2,000,000

3,400,000

2,900,000

2,900,000

0

2,900,000

2,900,000

171,700
48,000
810,000
36,000

171,700
48,000
810,000
36,000

171,700
48,000
810,000
36,000

0

15,000

171,700
48,000
810,000
21,000

171,700
48,000
810,000
36,000

7,998,787

7,998,787

525,437

24,563

7,448,787

7,998,787

0

0
0

0

0

0

0

0 Capital Financing Deferral

2,274,607 cap rec reserve

Capital Programme 2024/25
Expenditure
Indicative
Total Scheme
Budget
£
ICT Strategy
ICT Strategy fund
Desktop PC replacement programme
Property Programme
Derbyshire Constabulary Co-location Programme
New Mills Fire Station

Slippage to
2024/25 as at
02/12/21 FRA
£

Funding

2024/25
Additions
£

Revised
Indicative
2024/25
Budget
£

500,000
35,000

500,000
35,000

500,000
35,000

3,400,000

200,000

200,000

171,700

171,700

906,700

906,700

Reserves
£

Operational
Lease
£

Revenue
£

Capital Grant
Unapplied
Capital
Reserve
Contribution Capital Receipts
£
£
£

0
0

500,000
35,000

Borrowing
£

Total
£

0
0

500,000
35,000

200,000

200,000

171,700

171,700

371,700

906,700

Further investment in stations will be prioritised in accordance with the
imminent service delivery risk review and the condition survey.

Vehicles
5 x Light Fleet Vehicles

171,700
0

0

0

0

0

0

535,000

-

1,739,607 cap rec reserve
926,000 principal repayment on interest only loans to be repaid in 2024/25
813,607 balance available to fund ICT programme in 2025/26 / potential for appliance price increases 2022/23 & 2023/24.

Appendix 3
Treasury Management Strategy Statement 2022/23
Introduction
Treasury management is the management of the Authority’s cash flows, borrowing and investments, and
the associated risks. The Authority has invested substantial sums of money and is therefore exposed to
financial risks including the loss of invested funds and the revenue effect of changing interest rates. The
successful identification, monitoring and control of financial risk are therefore central to the Authority’s
prudent financial management.
Treasury risk management at the Authority is conducted within the framework of the Chartered Institute
of Public Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 2017
Edition (the CIPFA Code) which requires the Authority to approve a treasury management strategy before
the start of each financial year. This report fulfils the Authority’s legal obligation under the Local
Government Act 2003 to have regard to the CIPFA Code.
CIPFA has published the revised codes on 20th December 2021 for formal adoption for the 2023/24
financial year.
External Context
Economic background: The impact on the UK from coronavirus, together with its exit from the European
Union and future trading arrangements with the bloc, will remain a major influence on the Authority’s
treasury management strategy for 2022/23.
The Bank of England (BoE) increased Bank Rate to 0.25% in December 2021 while maintaining its
Quantitative Easing programme at £895 billion. The Monetary Policy Committee (MPC) voted 8-1 in
favour of raising rates, and unanimously to maintain the asset purchase programme. Within the
announcement the MPC noted that the pace of the global recovery was broadly in line with its November
Monetary Policy Report. Prior to the emergence of the Omicron coronavirus variant, the Bank also
considered the UK economy to be evolving in line with expectations, however due to the increased
uncertainty and risk to activity the new variant presents, the Bank revised down its estimates for Q4 GDP
growth to 0.6% from 1.0%. Inflation was projected to be higher than previously forecast, with CPI likely
to remain above 5% throughout the winter and peak at 6% in April 2022. The labour market was generally
performing better than previously forecast and the BoE now expects the unemployment rate to fall to 4%
compared to 4.5% forecast previously but notes that Omicron could weaken the demand for labour.
UK CPI for November 2021 registered 5.1% year on year, up from 4.2% in the previous month. Core
inflation, which excludes the more volatile components, rose to 4.0% year-on-year from 3.4%. The most
recent labour market data for the three months to October 2021 showed the unemployment rate fell to
4.2% while the employment rate rose to 75.5%. In October 2021, the headline 3-month average annual
growth rates for wages were 4.9% for total pay and 4.3% for regular pay. In real terms, after adjusting for
inflation, total pay growth was up 1.7% while regular pay was up 1.0%. The change in pay growth has
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been affected by a change in composition of employee jobs, where there has been a fall in the number
and proportion of lower paid jobs.
Gross domestic product (GDP) grew by 1.3% in the third calendar quarter of 2021 according to the initial
estimate, compared to a gain of 5.5% in the previous quarter, with the annual rate slowing to 6.6% from
23.6%. The Q3 gain was modestly below the consensus forecast of a 1.5% quarter-on-quarter rise. During
the quarter activity measures were boosted by sectors that reopened following pandemic restrictions,
suggesting that wider spending was flat. Looking ahead, while monthly GDP readings suggest there had
been some increase in momentum in the latter part of Q3, Q4 growth is expected to be soft.
Interest rate forecast: The Authority has appointed Link Group as its treasury advisor and part of their
service is to assist the Authority to formulate a view on interest rates. Link provided the following
forecasts on 20the December 2021.
Table 2 Interest Rate Forecast

Over the last two years, the coronavirus outbreak has done huge economic damage to the UK and to
economies around the world. After the Bank of England took emergency action in March 2020 to cut Bank
Rate to 0.10%, it left Bank Rate unchanged at its subsequent meetings until raising it to 0.25% at its
meeting on 16th December 2021.
As shown in the forecast table above, the forecast for Bank Rate now includes four increases, one in
December 2021 to 0.25%, then quarter 2 of 2022 to 0.50%, quarter 1 of 2023 to 0.75%, quarter 1 of 2024
to 1.00% and, finally, one in quarter 1 of 2025 to 1.25%.
It is not expected that Bank Rate will go up fast after the initial rate rise as the supply potential of the
economy is not likely to have taken a major hit during the pandemic: it should, therefore, be able to cope
well with meeting demand after supply shortages subside over the next year, without causing inflation to
remain elevated in the medium-term, or to inhibit inflation from falling back towards the MPC’s 2% target
after the spike up to around 5%. The forecast includes four increases in Bank Rate over the three-year
forecast period to March 2025, ending at 1.25%. However, it is likely that these forecasts will need
changing within a relatively short timeframe for the following reasons: -

•

There were already increasing grounds for viewing the economic recovery as running out of steam
during the autumn and now into the winter. Omicron to pose a significant downside threat to
economic activity. This could lead into stagflation, or even into recession, which would then pose a
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dilemma for the MPC as to whether to focus on combating inflation or supporting economic growth
through keeping interest rates low.
•

Rising gas and electricity prices in October and next April and increases in other prices caused by
supply shortages and increases in taxation next April, are already going to deflate consumer
spending power without the MPC having to take any action on Bank Rate to cool inflation.

•

Consumers are sitting on over £160bn of excess savings left over from the pandemic so when will
they spend this sum, in part or in total?

•

Vacancies have hit record levels causing continuing acute shortage of workers. This is a potential
danger area if this shortage drives up wages which then feed through into producer prices and
the prices of services i.e., a second-round effect that the MPC would have to act against if it looked
like gaining significant momentum.

Local Context
On 31st December 2021, the Authority held £7.54m of borrowing and £12m of treasury investments.
The underlying need to borrow for capital purposes is measured by the Capital Financing Requirement
(CFR), while usable reserves and working capital are the underlying resources available for investment.
The Authority’s has previously had a strategy is to maintain borrowing and investments below their
underlying levels, sometimes known as internal borrowing.
The Authority has an increasing CFR due to the capital programme, be required to take out additional
borrowing of £14m.
Borrowing Strategy
Objectives: The Authority’s chief objective when borrowing money is to strike an appropriately low risk
balance between securing low interest costs and achieving certainty of those costs over the period for
which funds are required. The flexibility to renegotiate loans should the Authority’s long-term plans
change is a secondary objective.
Strategy: Given the significant cuts to public expenditure and in particular to local government funding,
the Authority’s borrowing strategy continues to address the key issue of affordability without
compromising the longer-term stability of the debt portfolio. With the prospect of increasing interest
rates and the authorities need to borrow in the medium term it is likely the authority will look to take out
borrowing earlier than usual and no longer use internal borrowing. This strategy change will remove
some future interest rate risk and avoid being locked into higher interest rates.
By doing so, the Authority is able to reduce net borrowing costs and reduce overall treasury risk. The
authority’s treasury advisors, Link Group, will assist the Authority with identifying the most appropriate
time for borrowing.
The Authority has previously raised all its long-term borrowing from the PWLB but will consider long-term
loans from other sources including banks, pensions and local authorities, and will investigate the
possibility of issuing bonds and similar instruments, in order to lower interest costs and reduce overreliance on one source of funding in line with the CIPFA Code. PWLB loans are no longer available to local
3

authorities planning to buy investment assets primarily for yield; the Authority intends to avoid this
activity in order to retain its access to PWLB loans.
In addition, the Authority may borrow short-term loans to cover unplanned cash flow shortages.

Sources of borrowing: The approved sources of long-term and short-term borrowing are:
•
•
•
•
•
•
•

HM Treasury’s PWLB lending facility (formerly the Public Works Loan Board)
any institution approved for investments (see below)
any other bank or building society authorised to operate in the UK
any other UK public sector body
UK public and private sector pension funds (except Derbyshire County Council Pension Fund)
capital market bond investors
UK Municipal Bonds Agency plc and other special purpose companies created to enable local
authority bond issues

Other sources of debt finance: In addition, capital finance may be raised by the following methods that
are not borrowing, but may be classed as other debt liabilities:
•
•
•
•

leasing
hire purchase
Private Finance Initiative
sale and leaseback

Municipal Bonds Agency: UK Municipal Bonds Agency plc was established in 2014 by the Local
Government Association as an alternative to the PWLB. It issues bonds on the capital markets and lends
the proceeds to local authorities. This is a more complicated source of finance than the PWLB for two
reasons: borrowing authorities will be required to provide bond investors with a guarantee to refund their
investment in the event that the agency is unable to for any reason; and there will be a lead time of
several months between committing to borrow and knowing the interest rate payable. Any decision to
borrow from the Agency will therefore be the subject of a separate report to Fire Authority.
Short-term and variable rate loans: These loans leave the Authority exposed to the risk of short-term
interest rate rises and are therefore subject to the interest rate exposure limits in the treasury
management indicators below. Financial derivatives may be used to manage this interest rate risk (see
section below).
Debt rescheduling: The PWLB allows authorities to repay loans before maturity and either pay a premium
or receive a discount according to a set formula based on current interest rates. Other lenders may also
be prepared to negotiate premature redemption terms. The Authority may take advantage of this and
replace some loans with new loans, or repay loans without replacement, where this is expected to lead
to an overall cost saving or a reduction in risk.
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Treasury Investment Strategy
The Authority holds significant invested funds, representing income received in advance of expenditure
plus balances and reserves held. In the past 12 months, the Authority’s investment balance has ranged
between £14m and £8m.
Objectives: The CIPFA Code requires the Authority to invest its treasury funds prudently, and to have
regard to the security and liquidity of its investments before seeking the highest rate of return, or yield.
The Authority’s objective when investing money is to strike an appropriate balance between risk and
return, minimising the risk of incurring losses from defaults and the risk of receiving unsuitably low
investment income. Where balances are expected to be invested for more than one year, the Authority
will aim to achieve a total return that is equal or higher than the prevailing rate of inflation, in order to
maintain the spending power of the sum invested.
Negative interest rates: The COVID-19 pandemic saw record low interest rates and even negative rates
from the Debt Management Office for short term investments. The need to control inflation is likely to
see this position moved away from over coming years and increasing BoE interest rates. The authority
continues to value security and liquidity over return in its decision-making process for investment
evaluation.
Strategy: Given the need to easily access funds the Authority will continue use lower risk and secured
investments.
Business models: Under the new IFRS 9 standard, the accounting for certain investments depends on the
Authority’s “business model” for managing them. The Authority aims to achieve value from its treasury
investments by a business model of collecting the contractual cash flows and therefore, where other
criteria are also met, these investments will continue to be accounted for at amortised cost.
Approved counterparties: The Authority may invest its surplus funds with any of the counterparty types
in table 2 below, subject to the limits shown. In normal circumstances the authority will use other local
authorities and government entities as its preferred investment counterparty.
Table 2: Treasury investment counterparties and limits
Sector

Time limit

Counterparty limit

Sector limit

The UK Government

50 years

Unlimited

n/a

Local authorities & other
government entities

25 years

£6m

Unlimited

Secured investments *

25 years

£6m

Unlimited

Banks (unsecured) *

13 months

£6m

Unlimited

Building societies
(unsecured) *

13 months

£6m

£6m
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Registered providers
(unsecured) *

5 years

£6m

£6m

Money market funds *

n/a

£6m

£6m

Strategic pooled funds

n/a

£2m

£6m

Real estate investment
trusts

n/a

£6m

£6m

This table must be read in conjunction with the notes below
* Minimum credit rating: Treasury investments in the sectors marked with an asterisk will only be made
with entities whose lowest published long-term credit rating is no lower than A-. Where available, the
credit rating relevant to the specific investment or class of investment is used, otherwise the counterparty
credit rating is used. However, investment decisions are never made solely based on credit ratings, and
all other relevant factors including external advice will be taken into account.
Government: Loans to, and bonds and bills issued or guaranteed by, national governments, regional and
local authorities and multilateral development banks. These investments are not subject to bail-in, and
there is generally a lower risk of insolvency, although they are not zero risk. Investments with the UK
Government are deemed to be zero credit risk due to its ability to create additional currency and
therefore may be made in unlimited amounts for up to 50 years.
Secured investments: Investments secured on the borrower’s assets, which limits the potential losses in
the event of insolvency. The amount and quality of the security will be a key factor in the investment
decision. Covered bonds and reverse repurchase agreements with banks and building societies are
exempt from bail-in. Where there is no investment specific credit rating, but the collateral upon which
the investment is secured has a credit rating, the higher of the collateral credit rating and the counterparty
credit rating will be used. The combined secured and unsecured investments with any one counterparty
will not exceed the cash limit for secured investments.
Banks and building societies (unsecured): Accounts, deposits, certificates of deposit and senior
unsecured bonds with banks and building societies, other than multilateral development banks. These
investments are subject to the risk of credit loss via a bail-in should the regulator determine that the bank
is failing or likely to fail. See below for arrangements relating to operational bank accounts.
Registered providers (unsecured): Loans to, and bonds issued or guaranteed by, registered providers of
social housing or registered social landlords, formerly known as housing associations. These bodies are
regulated by the Regulator of Social Housing (in England), the Scottish Housing Regulator, the Welsh
Government and the Department for Communities (in Northern Ireland). As providers of public services,
they retain the likelihood of receiving government support if needed.
Money market funds: Pooled funds that offer same-day or short notice liquidity and very low or no price
volatility by investing in short-term money markets. They have the advantage over bank accounts of
providing wide diversification of investment risks, coupled with the services of a professional fund
manager in return for a small fee. Although no sector limit applies to money market funds, the Authority
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will take care to diversify its liquid investments over a variety of providers to ensure access to cash at all
times.
Strategic pooled funds: Bond, equity and property funds that offer enhanced returns over the longer
term but are more volatile in the short term. These allow the Authority to diversify into asset classes
other than cash without the need to own and manage the underlying investments. Because these funds
have no defined maturity date, but are available for withdrawal after a notice period, their performance
and continued suitability in meeting the Authority’s investment objectives will be monitored regularly.
Real estate investment trusts: Shares in companies that invest mainly in real estate and pay the majority
of their rental income to investors in a similar manner to pooled property funds. As with property funds,
REITs offer enhanced returns over the longer term, but are more volatile especially as the share price
reflects changing demand for the shares as well as changes in the value of the underlying properties.
Operational bank accounts: The Authority may incur operational exposures, for example though current
accounts, collection accounts and merchant acquiring services, to any UK bank with credit ratings no
lower than BBB- and with assets greater than £25 billion. These are not classed as investments but are
still subject to the risk of a bank bail-in, and balances will therefore be monitored daily. The Bank of
England has stated that in the event of failure, banks with assets greater than £25 billion are more likely
to be bailed-in than made insolvent, increasing the chance of the Authority maintaining operational
continuity.
Risk assessment and credit ratings: Credit ratings are obtained and monitored by the Authority’s treasury
advisers, who will notify changes in ratings as they occur. The credit rating agencies in current use are
listed in the Treasury Management Practices document. Where an entity has its credit rating downgraded
so that it fails to meet the approved investment criteria then:
•
•
•

no new investments will be made,
any existing investments that can be recalled or sold at no cost will be, and
full consideration will be given to the recall or sale of all other existing investments with the
affected counterparty.

Where a credit rating agency announces that a credit rating is on review for possible downgrade (also
known as “negative watch”) so that it may fall below the approved rating criteria, then only investments
that can be withdrawn on the next working day will be made with that organisation until the outcome of
the review is announced. This policy will not apply to negative outlooks, which indicate a long-term
direction of travel rather than an imminent change of rating.
Other information on the security of investments: The Authority understands that credit ratings are
good, but not perfect, predictors of investment default. Full regard will therefore be given to other
available information on the credit quality of the organisations in which it invests, including credit default
swap prices, financial statements, information on potential government support, reports in the quality
financial press and analysis and advice from the Authority’s treasury management adviser. No
investments will be made with an organisation if there are substantive doubts about its credit quality,
even though it may otherwise meet the above criteria.
When deteriorating financial market conditions affect the creditworthiness of all organisations, as
happened in 2008 and 2020, this is not generally reflected in credit ratings, but can be seen in other
market measures. In these circumstances, the Authority will restrict its investments to those organisations
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of higher credit quality and reduce the maximum duration of its investments to maintain the required
level of security. The extent of these restrictions will be in line with prevailing financial market conditions.
If these restrictions mean that insufficient commercial organisations of high credit quality are available to
invest the Authority’s cash balances, then the surplus will be deposited with the UK Government, or with
other local authorities. This will cause investment returns to fall but will protect the principal sum
invested.
Investment limits: The Authority’s revenue reserves available to cover investment losses are forecast to
be £12 million on 31st March 2022. In order that no available reserves will be put at risk in the case of a
single default, the maximum that will be lent to any one organisation (other than the UK Government)
will be £6 million. A group of entities under the same ownership will be treated as a single organisation
for limit purposes.
Limits are also placed on fund managers, investments in brokers’ nominee accounts and foreign countries
as below. Investments in pooled funds and multilateral development banks do not count against the limit
for any single foreign country since the risk is diversified over many countries.
Table 3: Additional investment limits
Cash limit
Any group of pooled funds under the same management

£6m per manager

Negotiable instruments held in a broker’s nominee account

£2m per broker

Foreign countries

£6m per country

Liquidity management: The Authority uses cash flow forecasting to determine the maximum period for
which funds may prudently be committed. The forecast is compiled on a prudent basis to minimise the
risk of the Authority being forced to borrow on unfavourable terms to meet its financial commitments.
Limits on long-term investments are set by reference to the Authority’s medium-term financial plan and
cash flow forecast.
Treasury Management Indicators
The Authority measures and manages its exposures to treasury management risks using the following
indicators.
Principal sums invested for periods longer than a year: The purpose of this indicator is to control the
Authority’s exposure to the risk of incurring losses by seeking early repayment of its investments. The
limits on the long-term principal sum invested to final maturities beyond the period end will be:

Price risk indicator
Limit on principal invested beyond year end

2022/23

2023/24

2024/25

£4m

£3m

£2m
8

Related Matters
The CIPFA Code requires the Authority to include the following in its treasury management strategy.
Financial derivatives: In the absence of any explicit legal power to do so, the Authority will not use
standalone financial derivatives (such as swaps, forwards, futures and options). Derivatives embedded
into loans and investments, including pooled funds and forward starting transactions, may be used, and
the risks that they present will be managed in line with the overall treasury risk management strategy.
Markets in Financial Instruments Directive: The Authority has retained retail client status with its
providers of financial services, including advisers, brokers and fund managers, allowing it access to a
smaller range of services but with the greater regulatory protections afforded to individuals and small
companies. Given the size and range of the Authority’s treasury management activities, the Director of
Finance believes this to be the most appropriate status.
Financial Implications
The budget for investment income in 2022/23 is £10,000, whilst the budget for debt interest paid in
2022/23 is £461,000. If actual levels of investments and borrowing, or actual interest rates, differ from
those forecasts, performance against budget will be correspondingly different.
Other Options Considered
The CIPFA Code does not prescribe any treasury management strategy for local authorities to adopt. The
Director of Finance, having consulted the Chair of the Authority, believes that the above strategy
represents an appropriate balance between risk management and cost effectiveness. Some alternative
strategies, with their financial and risk management implications, are listed below.

Alternative

Impact on income and
expenditure

Impact on risk management

Invest in a narrower range of
counterparties and/or for
shorter times

Interest income will be lower

Lower chance of losses from credit
related defaults, but any such
losses may be greater

Invest in a wider range of
counterparties and/or for
longer times

Interest income will be
higher

Increased risk of losses from credit
related defaults, but any such
losses may be smaller

Borrow additional sums at
long-term fixed interest rates

Debt interest costs will rise;
this is unlikely to be offset by
higher investment income

Higher investment balance leading
to a higher impact in the event of a
default; however long-term interest
costs may be more certain

Borrow short-term or variable
loans instead of long-term
fixed rates

Debt interest costs will
initially be lower

Increases in debt interest will be
broadly offset by rising investment
income in the medium term, but
long-term costs may be less certain
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Reduce level of borrowing

Saving on debt interest is
likely to exceed lost
investment income

Reduced investment balance
leading to a lower impact in the
event of a default; however longterm interest costs may be less
certain
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Appendix 4

TREASURY MANAGEMENT PRACTICES
1.

This organisation has adopted and implemented the key principles of the CIPFA Treasury
Management in the Public Services Code of Practice and Cross Sectoral Guidance Notes. These
principles are considered vital to the achievement of proper corporate governance in treasury
management. The responsible officer will monitor and, if and when necessary, report upon the
effectiveness of these arrangements.

TMP 1 - RISK MANAGEMENT GENERAL STATEMENT
2.

The service regards a key objective of its treasury management activities to be the security of
the principal sums it invests. Accordingly, it will ensure robust due diligence procedures cover
all external investment. The Section 151 Officer will design, implement and monitor all
arrangements for the identification, management and control of treasury management risk.
The Section 151 officer will report on treasury management policies, practices and activities,
including, as a minimum, an annual strategy and plan in advance of the year, a mid-year review
and an annual report after its close.

Credit and counterparty risk management
3.

The Service will ensure that its counterparty lists and limits reflect a prudent attitude towards
organisations with whom funds may be deposited, and will limit its investment activities to the
instruments, methods and techniques referred to in the annual treasury management strategy.

Liquidity risk management
4.

The Service will ensure it has adequate though not excessive cash resources, borrowing
arrangements, overdraft or standby facilities to enable it at all times to have the level of funds
available to it which are necessary for the achievement of its business/service objectives. The
Service will only borrow in advance of need where there is a clear business case for doing so
and will only do so for the current capital programme or to finance future debt maturities.

Interest rate risk management
5.

The Service will seek to manage its exposure to fluctuations in interest rates with a view to
containing its interest costs, or securing its interest revenues, in accordance with the amounts
provided in its budgetary arrangements. It will achieve this by the prudent use of its approved
instruments, methods and techniques, primarily to create stability and certainty of costs and
revenues, but at the same time retaining a sufficient degree of flexibility to take advantage of
unexpected, potentially advantageous changes in the level or structure of interest rates. This
should be the subject to the consideration and, if required, approval of any policy or budgetary
implications.

Inflation risk management
6.

The Service will keep under review the sensitivity of its treasury management assets and
liabilities to inflation, and will seek to manage the risk accordingly in the context of its wider
exposure to inflation.

Refinancing risk management
7.

The Service will ensure that its borrowing is structured and documented, and the maturity
profile of the monies raised are managed, with a view to obtaining terms for renewal or
refinancing, if required, which are competitive and as favourable to the organisation as can
reasonably be achieved in the light of market conditions prevailing at the time. It will manage
its relationships with its counterparties in these transactions in such a manner as to secure this
objective, and will avoid overreliance on any one source of funding if this might jeopardise
achievement of the above.

Legal and regulatory risk management
8.

The Service will ensure that all of its treasury management activities comply with its statutory
powers and regulatory requirements. It will demonstrate such compliance, if required to do so,
to all parties with whom it deals in such activities. The Service recognises that future legislative
or regulatory changes may impact on its treasury management activities and, so far as it is
reasonably able to do so, will seek to minimise the risk of these impacting adversely on the
Service.

Fraud, error and corruption and contingency management
9.

The Service will ensure that it has identified the circumstances which may expose it to the risk
of loss through fraud, error, corruption or other eventualities in its treasury management
dealings. Accordingly, it will employ suitable systems and procedures, and will maintain
effective contingency management arrangements, to these ends.

Market risk management
10.

The Service will seek to ensure that its stated treasury management policies and objectives will
not be compromised by adverse market fluctuations in the value of the principal sum it invests,
and will accordingly seek to protect itself from the effects of such fluctuations.

TMP 2 - PERFORMANCE MEASUREMENT
11.

The Service is committed to the pursuit of value for money in its treasury management
activities, and to the use of performance methodology in support of that aim, within the
framework set out in its treasury management policy statement. Accordingly, the treasury
management function will be the subject of ongoing analysis of the value it adds in support of
the Service’s business or service objectives and performance will be measured against relevant
benchmarks.

TMP 3 - DECISION-MAKING AND ANALYSIS

12.

The Service will maintain full records of its treasury management decisions, and of the
processes and practices applied in reaching those decisions, both for the purposes of learning
from the past, and for demonstrating that reasonable steps were taken to ensure that all issues
relevant to those decisions were taken into account at the time.

TMP 4 - APPROVED INSTRUMENTS, METHODS AND TECHNIQUES
13.

The Service will undertake its treasury management activities by employing only those
instruments, methods and techniques detailed in its annual Investments Strategy, and within
the limits and parameters defined in TMP1 Risk management. The Service has reviewed its

classification with financial institutions under MIFID II and will use the instruments and
methods appropriate to a retail client.
TMP 5 - ORGANISATION, CLARITY AND SEGREGATION OF
RESPONSIBILITIES, AND DEALING ARRANGEMENTS
14.

The Service considers it essential, for the purposes of the effective control and monitoring of
its treasury management activities, for the reduction of the risk of fraud or error, and for the
pursuit of optimum performance, that these activities are structured and managed in a fully
integrated manner, and that there is at all times a clarity of treasury management
responsibilities. The principle on which this will be based is a clear distinction between those
charged with setting treasury management policies and those charged with implementing and
controlling these policies, particularly with regard to the execution and transmission of funds,
the recording and administering of treasury management decisions, and the audit and review
of the treasury management function. If and when it is intended, as a result of lack of
resources or other circumstances, to depart from these principles, the Section 151 Officer will
ensure that the reasons are properly reported in accordance with TMP6 Reporting
requirements and management information arrangements, and the implications properly
considered and evaluated. The Section 151 Officer will ensure that there are clear written
statements of the responsibilities for each post engaged in treasury management, and the
arrangements for absence cover. The Section 151 Officer will also ensure that at all times
those engaged in treasury management will follow the policies and procedures set out. The
Section 151 Officer will ensure there is proper documentation for all deals and transactions,
and that procedures exist for the effective transmission of funds.

TMP 6 - REPORTING REQUIREMENTS AND MANAGEMENT
INFORMATION ARRANGEMENTS
15.

The Service will ensure that regular reports are prepared and considered on the
implementation of its treasury management policies; on the effects of decisions taken and
transactions executed in pursuit of those policies; on the implications of changes, particularly
budgetary, resulting from regulatory, economic, market or other factors affecting its treasury
management activities; and on the performance of the treasury management function.
The Chief Financial Officer will report to the Authority on TM activity / performance as
follows:
(a) A mid-year review against the strategy approved for the year,
(b) An outturn report on its treasury activity, no later than 30 September after
the financial year end.
TMP 7 - BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS
16.

The Section 151 Officer will prepare and present for approval an annual budget for treasury
management, which will bring together all of the costs involved in running the treasury
management function, together with associated income. The matters to be included in the
budget will at minimum be those required by statute or regulation, together with such
information as will demonstrate compliance with TMP1 Risk Management, TMP 2
Performance Measurement, and TMP 4 Approved instruments and Techniques. The Section
151 Officer will exercise effective controls over this budget, and will report upon and
recommend any changes required. The Service will account for its treasury management
activities, for decisions made and transactions executed, in accordance with appropriate

accounting practices and standards, and with statutory and regulatory requirements in force
at that time.
TMP 8 - CASH AND CASH FLOW MANAGEMENT
17.

Unless statutory or regulatory requirements demand otherwise, all monies in the hands of the
Service will be under the control of the Section 151 Officer, and will be aggregated for cash
flow and investment management purposes. Cash flow projections will be prepared on a
regular and timely basis, and the Section 151 Officer will ensure that these are adequate for
the purposes of monitoring compliance with TMP1 Liquidity risk management.

TMP 9 – MONEY LAUNDERING
18.

The Service is alert to the possibility that it may become the subject of an attempt to involve it
in a transaction involving the laundering of money. Accordingly, it will maintain procedures
for verifying and recording the identity of counterparties and reporting suspicions, and will
ensure that staff involved in this are properly trained.

TMP 10 - TRAINING AND QUALIFICATIONS
19.

The Service recognises the importance of ensuring that all staff involved in the treasury
management function are fully equipped to undertake the duties and responsibilities
allocated to them. It will therefore seek to appoint individuals who are both capable and
experienced, and will provide training for staff to enable them to acquire and maintain an
appropriate level of expertise, knowledge and skills. The responsible officer will recommend
and implement the necessary arrangements. The responsible officer will ensure that elected
members tasked with treasury management responsibilities, including those responsible for
scrutiny, have access to training relevant to their needs and those responsibilities. Those
charged with governance recognise their individual responsibility to ensure that they have the
necessary skills to complete their role effectively.

TMP 11 - USE OF EXTERNAL SERVICE PROVIDERS
20.

The Service recognises that responsibility for treasury management decisions remains with
the Service at all times. However, the Service recognises that there may be value in employing
external providers of treasury management services, in order to acquire access to specialist
skills and resources. When it employs such service providers, it will do so following a full
evaluation of the costs and benefits, and will also ensure that the terms of their appointment
are properly agreed and documented, and subjected to regular review. Where services are
subject to formal tender or re-tender arrangements, legislative requirements will always be
observed. The monitoring of such arrangements rests with the Section 151 Officer.

TMP 12 - CORPORATE GOVERNANCE
21.

The Service is committed to the pursuit of proper corporate governance throughout its
businesses and services, and to establishing the principles and practices by which this can be
achieved. Accordingly, the treasury management function and its activities will be undertaken
with openness and transparency, honesty, integrity and accountability.

TREASURY MANAGEMENT SCHEDULES
1.

The schedules outlined in this section present the current arrangements in place with the
Authority, in respect of its treasury management function. They are provided in support of the
treasury management practices.

TMP 1 - RISK MANAGEMENT GENERAL STATEMENT
Credit and counterparty risk management
3.

The counterparties lending list is agreed annually as part of the Annual Investment Strategy,
and is subject to periodic review throughout the year. It lists those financial institutions with
which the Authority can invest funds. The institutions included on the list are split into different
ranges of maximum investment, in accordance with their credit ratings.

Liquidity risk management
4.

Cashflow forecast
The cash flow is completed on a daily basis with bank balance figures taken from Barclays and
expected payments and receipts for that day. Action is then taken to either invest or recall
funds depending on whether there is a surplus or a shortfall of funds. Longer term projections
are produced to establish capacity for lending.

Interest / inflation rate risk management
5.

Key schedules/points of reference:
i) Budgeted investment income and reserves
ii) Bank charges budget (incl. Interest)
iii) Prudential Indicators
iv) Reserves balances
The Authority uses fixed rate arrangements for both borrowing and investments to mitigate
against interest rate risk. Wider risks can be managed through short term use of reserves.

Refinancing risk management
7.

Planning with our advisors for new borrowing mitigates the need to refinancing. The prudential
code is designed to assist authorities in avoiding large concentrations
of fixed rate debt that has the same maturity and would therefore need to be
replaced at the same time. The Authority currently has a more flat maturity profile.

Legal and regulatory risk management
8.

The Service engages external TM advisors to assist with identifying legal and regulatory risk to
the Service.

Fraud, error and corruption and contingency management
9.

The Service has substantial assurance from internal audit reviews of the controls in place.
Fidelity Guarantee Insurance is in place as contingency management.

TMP 2 - PERFORMANCE MEASUREMENT

11.

Treasury performance and benchmarking is reported to Fire Authority Bi Annually.

TMP 3 - DECISION-MAKING AND ANALYSIS

12.

On a daily basis, a cash flow forecast is completed, taking bank balance figures from
Barclays.net and any known payments and receipts for each day. The cash flow is open for
inspection at any time. Authorisation of rates, amounts, and investments are retained
electronically for reference.

TMP 4 - APPROVED INSTRUMENTS, METHODS AND TECHNIQUES

13.

The TMP should be read in conjunction with the Annual Treasury Strategy. A financial
instrument is any contract which gives rise to a financial asset in an entity and a financial
liability or equity instrument of another, in the context of treasury management this refers to
as investments and borrowings. The Authority can use a large variety of financial instruments
for its investments and borrowings, which allow us to actively manage our interest rate
exposures and to reduce interest costs. The Authority, at this current time intends not to use
any instruments, methods and techniques such as Gilts, Treasury Deposits, Derivatives (Swaps,
Forwards, Options), as the level does not warrant such use. Lending is pursued with other low
risk local authority partners.

TMP 5 - ORGANISATION, CLARITY AND SEGREGATION OF
RESPONSIBILITIES, AND DEALING ARRANGEMENTS
14.

The Authority’s treasury management function is managed within the Service headed by the
Director of Finance and Business Services. The various responsibilities of the treasury
management function shall
be allocated as follows:
The Authority
• Approval of the initial Treasury Management Policy Statement & Practices
• Determination of the operation boundary and borrowing limits
• Approval of any new borrowing to be undertaken
• Budget consideration and approval
• Approval of the Annual Investment and Treasury Management Strategy
• Annual review of treasury management activity
Joint Director of Finance
• Report to elected members and advise the monitoring officer when appropriate
• Review any amendments of the Treasury Management and Annual Investment Strategy
• Organisation of the treasury management function
• Approval of the use of all new brokers
• Monitoring and implementation of the treasury management policy and strategy reports to
the Authority on future treasury management strategies and performance reviews
• Review of the performance of the treasury management function
• Ensure compliance with policies, limitations and directions
• Manage the overall treasury management function
• Ensure appropriate division of duties
• Ensure appropriate training for those charged with governance
Head of Corporate Financial Services
• Execution of transactions

• Adherence to agreed policies and practices on a day-to-day basis
• Maintaining relationships with third parties and external service providers
• Supervising treasury management staff
• Submitting management information reports to the responsible officers
• Identifying and recommending opportunities for improved practices
• Produce regular performance reports to the Director of Finance
• Prepare and implement the treasury management systems documentation
Accountancy Team
• Monitoring performance on a day to day basis
• To carry out the daily cash flow forecast and arrange any investment or recalling of funds as
necessary
• To perform reconciliations of treasury management records with the
information recorded on the General Ledger
• To assist the Head of CFS with other general treasury management duties
• To obtain and record regular reports of interest rates for borrowing and investments
• Produce regular performance reports to the Head of CFS
Internal Audit
• Review compliance with approved policies and procedures
• Review division of duties and operational practice
• Undertake probity audit of the treasury management function
TMP 6 - REPORTING REQUIREMENTS AND MANAGEMENT
INFORMATION ARRANGEMENTS
15.

Prudential Indicator Report - The Director of Finance will recommend borrowing limits
required the Prudential Code of Practice, to the Authority in time to enable these matters to
be approved by Authority prior to the commencement of the relevant financial year.
Annual Treasury Management Strategy Report - The Director of Finance will report to the
Authority before each year on the proposed treasury management strategy for the ensuing
year.
Annual Report on Treasury Management - The Director of Finance will report on the
activities of the treasury management function by 30th September after the year-end of the
year in question. This report will include reference to the original strategy, and a comparison
of performance. A mid-year review is also undertaken and reported.
Exceptional Items - The Director of Finance will, by exception, also report on any other
unusual treasury management activity, and on any changes made to the strategy, or to other
items of policy brought about by exceptional circumstances.
TMP 7 - BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS
16.

Budgeting Arrangements
As part of the annual budget setting process, budgets for investment interest and bank
charges are set and reported to the Authority.
Accounting Arrangements
The accounting arrangements in place for the treasury management function have been
constructed in accordance with the Code of Practice.
Audit Arrangements
The Authority has an annual Internal Audit Plan which include an audit
of the treasury management activity in 2020/21. Internal audit is provider by the Central
Mindlands Audit Partnership. The recent audit opinion report that ‘substantial controls’
(highest level of assurance) are in place for Treasury Management activity. The

recomedations made by audit are bening implemented.
TMP 8 - CASH AND CASH FLOW MANAGEMENT
17.

The cash flow is completed on a daily basis with bank balance figures taken from Barclays and
expected payments and receipts for that day. Action is then taken to either invest or recall
funds depending on whether there is a surplus or a shortfall of funds. The Authority operates
2 accounts at Barclays, a current account for all day to day transactions and a sweep account
that retains secure overnight balances. In practice the service does not borrow for short term
cash needs as suffiicinet balnces are always maintained and the Authoity is a lender to other
organisations. Longer term projections of cash requirements are made before any
investement is made to ensure the service remains liquid.
The change to the capital financing strategy will mean a change in this cash position for the
authority. The service will endevaver to use current cash balances to fund future investment
and postpone longer term borrowing. This will result in a reduction in lending potential but
will reduce payable interest charges and minimise the cost of carry.

TMP 9 – MONEY LAUNDERING
18.

The Service is has approved policies for anti-fraud, whistle blowing and employee conduct.

TMP 10 - TRAINING AND QUALIFICATIONS
19.

Staff who are currently involved in the treasury management function have the following
relevant qualifications:
Director of Finance – CPFA
Head of CFS – CIMA
Head of Accountancy – CPFA
Senior Accountant – AAT

Topical training courses are also delivered by our external advisors to ensure knowledge of
current markets conditions and implications for the services is up to date.
TMP 11 - USE OF EXTERNAL SERVICE PROVIDERS
20.

The Authority employs a number of brokers who must demonstrate adherence to the
standards set by the Financial Conducts Authority (FCA).
A number of brokering providers are used to promote competitiveness and allow
comparisons of service provided. The brokering providers commonly used include: • Tullett Prebon
• King & Shaxson
The Authority also employs the services of a Treasury Management advisor, Link Group. Link
provide advice on strategies, counterparty worthiness, analysis of economic and political
changes and forecast of interest rates, inflation and PWLB rates.

TMP 12 - CORPORATE GOVERNANCE
21.

The TMPs within this document accompanied by the relevant schedule exists to ensure
proper governance of the Treasury Management function.

