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SUMMARY
This Council is required by regulations issued under the Local Government Act 2003 to 
produce regular reports on treasury and debt management operations during the financial 
year.
This report meets the requirements of the CIPFA code of practice on Treasury 
Management (the code)
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RECOMMENDATION
It is recommended that Members of Governance and Audit Committee note and approve 
the contents of the mid-year review of Treasury Management activity for 2018-19

1. INTRODUCTION

1.1 Treasury Management is the term used to cover the Council's borrowing and 
investment strategies.  The Council has formally adopted the key 
recommendations of the Chartered Institute of Public Finance and Accountancy 
(CIPFA) Code of Practice on Treasury Management (revised 2017).  In line with 
the Code the Council has adopted a treasury management policy statement that 
requires regular reports on treasury and debt management operations during the 
financial year.

1.2 Additionally, under Part 1 of the Local Government Act 2003, the Council is 
required to have regard to the Prudential Code for Capital Finance including the 
setting of Prudential Indicators.  Relevant treasury management indicators were 
incorporated into the Treasury Management Strategy 2018/19 approved by 
Council on 1st March 2018. All local authorities will be required to prepare an 
additional report, a Capital Strategy report from 2019/2020

1.3 This report is submitted in accordance with these requirements and provides a 
review of treasury management for the period ended 30 September 2018 and 
reviews current developments. The following elements are covered by the report:

 A review of debt management operations

 A review of investment operations

 An update on the treasury management Prudential Code Indicators

 An economic update for the first part of the 2018/19 financial year

1.4 The CIPFA Treasury Management Panel promotes the view that Council’s 
monitor performance at least half yearly. In addition to this, a report by the Audit 
Commission entitled ‘Risk and Return’ identifies the need for Local Authorities to 
report regularly to members in addition to the annual review.

2 TREASURY MANAGEMENT UPDATE

DEBT MANAGEMENT OPERATIONS

Borrowing

2.1 No additional borrowing was required during the first half of 2018/19.  All Council 
borrowing is with the Public Works Loans Board (PWLB) and the average rate of 
interest paid on the debt portfolio was 2.78%.  Appendix A shows loans 
outstanding as at 30 September 2018.  Regular reviews are undertaken to 
consider redemption costs of natural maturity against new borrowing to settle the 
outstanding debt early. 

 
2.2 At 30th September 2018, the council had short term borrowing, which is defined 

as borrowing due to be repaid within 365 days, of £3.222m.  This will be repaid 



in instalments of £1.611m on 28 March 2019 and 28 September 2019.  The 
average annual rate of interest on these loan repayments is 3.03%.  

INVESTMENT OPERATIONS

2.3 The average size of the investment portfolio for the 6 month period was £78.178m 
compared to an average portfolio size of £69.9m during the same period in 
2017/18. These cash balances include balance sheet reserves and provisions, 
unapplied capital receipts and grants, plus cash arising due to the timing of large 
receipts and payments.

Investment Activity in the period ended 30 September 2018

2.4 The Council operates a diverse portfolio and uses a number of methods to invest 
its reserves which include direct deposit, certificate of deposits, notice accounts 
and money market funds.  As at 30 September 2018 the Council held short term 
investments of £66.474m (specified investments), and £9m long term investment 
(non-specified investments).  The Treasury Management Strategy stipulates that 
the Council should not ordinarily hold more than 35% of investments as non-
specified investments and this was adhered to during the first half of 2018/19.  A 
schedule of investments at 30 September 2018 can be found at Appendix B.

2.5 Short Term Fixed Deposits – In the period ended 30 September 2018 £27m of 
short term fixed deposits were placed; £34m of investments matured within the 
period. 

2.6 Long Term Fixed Deposits – In the period ended 30 September 2018 £2m of long 
term fixed rate building society deposits were placed; with £2m maturing within 
the period.   

2.7 Service Investments: Local Authority Mortgage Scheme - On 20 February 2014 
a fixed rate deposit of £1 million was placed with Lloyds Bank on a 5 year term 
at 2.86% with a maturity date of 20 February 2019 which will be returned to the 
council in full on the maturity date stated.  

TREASURY MANAGEMENT PRUDENTIAL CODE INDICATORS

2.8 Prudential Code indicators specific to treasury management are designed to 
ensure that treasury management is carried out in accordance with professional 
practice.  Indicators for 2018/19, 2019/20 and 2020/21 were approved by Council 
in March 2018 as part of the Treasury Management Strategy 2018/19.

2.9 The 2018/19 indicators and actual figures for the 6 months to 30 September 2018 
are set out at Appendix C.  All investment activity has been maintained within the 
indicator limits.

Economic Update from Link (the Council’s Treasury Advisors)

2.10 The flow of positive economic statistics since the end of the first quarter this year 
has shown that pessimism was overdone about the poor growth in quarter 1 when 
adverse weather caused a temporary downward blip.  Quarter 1 at 0.1% growth 



in GDP was followed by a return to 0.4% in quarter 2; quarter 3 is expected to be 
robust at around +0.6% but quarter 4 is expected to weaken from that level.

2.11 At their November meeting, the Monetary Policy Committee (MPC) repeated their 
well-worn phrase that future Bank Rate increases would be gradual and would 
rise to a much lower equilibrium rate, (where monetary policy is neither 
expansionary of contractionary), than before the crash; indeed they gave a figure 
for this of around 2.5% in ten years’ time but declined to give a medium term 
forecast. However, with so much uncertainty around Brexit, they warned that the 
next move could be up or down, even if there was a disorderly Brexit.

3 AMENDMENTS TO THE TREASURY MANAGEMENT STRATEGY 2018/19

3.1 There are no mid-year policy changes recommended; the details in this report 
update the position in the light of the updated economic position and budgetary 
changes already approved.

4. OTHER OPTIONS CONSIDERED

4.1 None

5. RESOURCE IMPLICATIONS 

5.1 These are stated in the report.

6. RISK AND MITIGATION 

6.1 Risk has been considered as part of this report and any specific high risks are 
included in the table below:

Category Risk Action / Controls
Financial Risk The treasury strategy has been 

compiled in conjunction with the 
Council’s treasury advisors and is 
monitored by the Committee on a 
regular basis

7. ISSUES ARISING FROM IMPACT ANALYSIS (EQUALITY, SAFEGUARDING 
etc.)

7.1 None.

8. CRIME AND DISORDER IMPLICATIONS

8.1 None.

9. COMMENTS OF FINANCIAL SERVICES

9.1 These are included in the report.



10. COMMENTS OF LEGAL AND DEMOCRATIC SERVICES

10.1 This report provides details of the Councils performance in respect of Treasury 
Management against policy set out as part of the Budget and Policy Framework.  
Members should note the performance, and scrutinise any elements to assist the 
role of the Governance and Audit Committee in its review of the Treasury 
Management Strategy.

11. COMMENTS OF OTHER RELEVANT SERVICES 

11.1 None.

12. APPENDICES

12.1 Appendix A – Debt Maturity Analysis
Appendix B – Investment Maturity Analysis
Appendix C – Treasury Management Prudential Indicators

13. BACKGROUND PAPERS

13.1 CFM453 – Treasury Management Strategy 2018/19
http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=261&MId=3
463&Ver=4

http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=261&MId=3463&Ver=4
http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=261&MId=3463&Ver=4


APPENDIX A

Debt Maturity Analysis - Public Works Loan Board as at 30 September 2018

Duration Amount    
£000

Less than one year £3,222
Between one and two years £28,222
Between two and five years £9,665
Between five and ten years £16,109
Between ten and fifteen years £16,109
Over fifteen years £27,384
Total £100,711



APPENDIX B                

Investment Maturity Analysis

Schedule of Managed Cash Funds

As at 30 September 2018 
£000

Interest Rate                   
%

Short Term Investments
Lloyds Bank 8,540 0.85
Santander 95 Day Notice 6,000 0.90
Close Brothers 5,000 0.97
Qatar National Bank 11,000 1.12
Standard Chartered 95 DN 2,000 0.77
HELABA 3,000 0.70
DBS 3,000 0.80
SLI Liquidity Funds MMF 2,108 variable
LGIM MMF 3,529 variable
BNP Paribas MMF 4,297 variable
Federated Prime MMF 2,000 variable
GSIB 9,000 1.06
Nottingham Building Society 2,000 0.80
West Bromwich Building Society 1,000 0.90
Skipton Building Society 2,000 0.80
Principality BS 1,000 0.73
Principality BS 1,000 0.74

Long term investment
Newcastle BS 2,000 0.92
Cumberland BS 2,000 1.02
Close Brothers Limited 2,000 1.13
Local Authority 2,000 1.35
Goldman Sachs 1,000 1.17
Total 75,474 0.96

Service Investment
Lloyds TSB - LAMS 1,000 2.86
Total 1,000 2.86



APPENDIX C

TREASURY MANAGEMENT PRUDENTIAL CODE INDICATORS

Treasury Management Indicators – Comparison for 2018/19 to actual position for the 6 
months to 30 September 2018.

External debt indicators

Authorised limit 

This represents the limit beyond which borrowing is prohibited, and needs to be set and 
revised by members.  It reflects the level of borrowing which, while not desired, could 
be afforded in the short term, but is not sustainable.  It is the expected maximum 
borrowing need with some headroom for unexpected movements.  This is the statutory 
limit determined under section 3 (1) of the Local Government Act 2003.

Authorised Limit for external debt 2018-19
£000

As at 30 
September 2018 

£000
Debt (non HRA) 38.000 0
HRA Reform 108.765 100.711
Other long term liabilities 0 0
Total 146.765 100.711

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.  It should act as an indicator to ensure the authorised limit is not breached.

Operational Limit for external debt 2018-19
£000

As at 30 
September 2018 

£000
Debt (non HRA) 20.000 0
HRA reform 108.765 100.711
Other long term liabilities 0 0
Total 128.765 100.711


