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Recommendation to the decision maker

1. It is recommended that the Governance and Audit Committee:
 Note and approve the contents of the annual report on the Treasury Management 

Activity for 2018/19

http://moderngov.southkesteven.gov.uk/mgMemberIndex.aspx?bcr=1
https://twitter.com/intent/tweet?text=Meeting%20agenda%20@southkesteven
http://www.linkedin.com/shareArticle?mini=true&url=http://moderngov.southkesteven.gov.uk/mgWhatsNew.aspx?bcr=1
http://facebook.com/sharer/sharer.php?u=http://moderngov.southkesteven.gov.uk/mgWhatsNew.aspx?bcr=1


1 The Background to the Report
1.1 This Council is required by regulations issued under the Local Government Act 2003 to 

produce an annual treasury management review of activities and performance against 
prudential and treasury indicators for 2018/19. This report meets the requirements of both 
the CIPFA Code of Practice on Treasury Management (the Code) and the CIPFA Prudential 
Code for Capital Finance in Local Authorities (the Prudential Code).

2 Consultation and Feedback Received, Including Overview and Scrutiny
2.1  Introduction

This Council is required by regulations issued under the Local Government Act 2003 to 
produce an annual treasury management review of activities and performance against 
prudential and treasury indicators for 2018/19. This report meets the requirements of both 
the CIPFA Code of Practice on Treasury Management (the Code) and the CIPFA Prudential 
Code for Capital Finance in Local Authorities (the Prudential Code).

2.2 For the financial year 2018/19 the Council adhered to the suggested minimum reporting 
requirements and members received the following reports:

 an annual treasury management strategy in advance of the year (Council 1st March 
2018 –CFM 453)  
http://moderngovsvr:8080/documents/s19685/CFM453%20Appendix%20F%20TM%2
0Strategy%202018-19.pdf

 a mid-year  treasury update report (Governance and Audit Committee 13th December 
2018–CFM475) 
http://moderngovsvr:8080/documents/s21821/CFM475%20Treasury%20Management
%20Activity%202018-19%20-%20Mid%20Year%20Review.pdf

 an annual review following the end of the year describing the activity compared to the 
strategy (this report) 

2.3 Governance and Audit Committee has delegated powers from Council to deal with matters 
relating to the Council’s Treasury Management activities.  Specifically, it has the 
responsibility to monitor, review and amend as appropriate the Council approved Treasury 
Management Strategy during the course of the financial year. The regulatory environment 
places a much greater onus on members for the review and scrutiny of treasury 
management policy and activities.  This report is important in that respect, as it provides 
details of the outturn position for treasury activities and highlights compliance with the 
Council’s policies previously approved by members.  

2.4 The Economy (commentary provided by Link Asset Services, the Council’s Treasury 
Advisers)

 Strong growth in Quarter 2 and Quarter 3 was impacted by weak growth in Quarters 1 
and 4. This was to be expected given all the uncertainties over Brexit. 

 The MPC raised bank rate from 0.5% to 0.75% in August but again, due to Brexit 
uncertainty, it is unlikely that there will be any further rises until these clear.

 CPI inflation has been on a falling trend since November 2017, reaching a new low of 
1.8% in January 2019, before rising to 1.9% in February. 

http://moderngovsvr:8080/documents/s19685/CFM453%20Appendix%20F%20TM%20Strategy%202018-19.pdf
http://moderngovsvr:8080/documents/s19685/CFM453%20Appendix%20F%20TM%20Strategy%202018-19.pdf
http://moderngovsvr:8080/documents/s21821/CFM475%20Treasury%20Management%20Activity%202018-19%20-%20Mid%20Year%20Review.pdf
http://moderngovsvr:8080/documents/s21821/CFM475%20Treasury%20Management%20Activity%202018-19%20-%20Mid%20Year%20Review.pdf


 Wage inflation peaked to a new post financial crisis high of 3.5% (excluding bonuses) in 
the three months to December. Employers increased their hiring in the three months to 
January and the number of people in work surged by 222,000 which helped push down 
the unemployment rate to 3.9% its lowest rate since 1975. Correspondingly, the total 
level of vacancies has risen to new highs. 

 The rise in Wage inflation and the fall in CPI inflation is good news for consumers as 
their spending power is improving. The difference between the two figures is around 
1.5% (i.e. a real terms increase).

 PWLB rates peaked during October 2018, but since then they have been on a general 
downward trend. Although longer term rates did spike upwards during December and 
(apart from the 1-year rate) reached lows for the year at the end of March.

2.5 Treasury Position at 31 March 2019
A summary of the Councils position as at 31st March 2019 is as follows:

Actual borrowing position 31 March 2018 31 March 2019

Principal Average 
Rate

Principal Average 
Rate

Fixed Interest Rate Debt £102.322m 2.465% £99.100m 2.35%

Capital Financing 
Requirement

£109.926m £114.602m

Over/(Under) borrowing (£7.604m) (£16.503m)

Investment position 31 March 2018 31 March 2019

Principal Average 
Rate

Principal Average 
Rate

Fixed Interest Investments £58.000 m 0.96% £49.640m 1.08%

Variable Interest 
Investments

£6.785m 0.44% £10.774m 0.77%

Total Investments £64.785m 0.90% £60.414m 0.97%

Net borrowing position £37.537m £38.686m

2.6 The Treasury Management Strategy Agreed for 2018/19
The Strategy for 2018/19 was approved by Council on 1st March 2018. A key element of 
daily operations focuses on comparing current market conditions in conjunction with the Link 
credit rating list, using this as a tool for guidance, with the option to deviate from this 
guidance only when there are clear alternative options available to the Council.  Any 
decision of this nature is clearly documented for audit purposes.   The aim of the strategy is 
to generate a list of highly creditworthy counterparties which enables diversification of 
investments and thus avoidance of risk whilst providing security.



2.7 Borrowing Requirement and Debt
The Council’s underlying need to borrow to finance capital expenditure is termed the Capital 
Financing Requirement (CFR) and is summarised below. Borrowing levels to fund capital 
expenditure have remained within the set levels.

31 March 2018
Actual

31 March 
2019

Estimated

31 March 
2019

Actual
CFR General Fund (£m) £3.856m £11.701m £11.754m

CFR  HRA (£m) £106.070m £102.848m £102.848m

Total CFR £109.926m £114.549m £114.602m

2.8 Actual debt management activity during 2018/19

Long Term Borrowing – There was no additional long term borrowing in 2018/19. The long-
term debt outstanding as at 31 March 2019 was £70.879m which is in relation to the HRA 
self-financing payment loans.

Short-Term/Temporary Borrowing – The short term borrowing that was outstanding as at 31 
March 2019 was £28.221m.

Internal Borrowing – A strategic investment property in Stamford was purchased in the year 
for £8.052m using internal funds.

Debt rescheduling - No rescheduling was done during the year as the average 1% 
differential between PWLB new borrowing rates and premature repayment rates made 
rescheduling unviable.

2.9 Investments
Bank Rate was increased from 0.50% to 0.75% on 2 August 2018 and remained at that level 
for the rest of the year.  Market expectations for increases in Bank Rate have been pushed 
back to February 2020 because of uncertainty over Brexit and the sort of agreement that 
will be put in place.

2.10 Investment Outturn for 2018/19
Investment Policy – The Council’s investment policy is governed by Ministry of Housing, 
Communities for Local Government (MHCLG) Guidance, which has been implemented in 
the annual investment strategy approved on 1 March 2018. The investment activity during 
the year complied with the approved strategy, and the Council had no liquidity difficulties. 
As at 31 March 2019 the Council held short- and long-term investments of £60.414m and 
was compliant with the Council’s policy to hold not more than 35% of investments as long 
term. 

Short Term Fixed Deposits – In the year, short term fixed deposits were made on 36 
separate occasions for amounts ranging from £1 million to £4 million.  Short term fixed rate 



deposits amounted to £27 million as at 31 March 2019. There was also £29.414m invested 
in instant access deposit accounts and notice accounts including Money Market Funds. 

Long Term Fixed Deposits – Fixed term deposits were made on 2 occasions for amounts 
between £1 million to £2 million.  Total deposits of £4 million in total were held as at 31 
March 2019. 

The duration of the investments and the counterparties that the investments are placed with 
are shown in the following graphs.  When investments are placed the duration is determined 
by taking into consideration the treasury advice received from Link and the cash flow for the 
Council.  A range of counterparties are used as the council has recommended limits that 
can be placed with each institution which assists with risk management.
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The average annual interest rate of our portfolio was 0.97%, our budget assumption of 
average investment balances was £56.684m, compared to an invested portfolio of 
£65.774m.  Overall the performance rates were higher due to the rise in base rate. The 
actual amount of investment income generated was £712k compared to the budget figure 
of £498k. This was also due to the average investment balance being higher during the year 
than anticipated. 

2.11 Performance Indicators set for 2018/19
The following performance indicators were set:

 Debt – Average rate movement year on year
 2018/19 average rate 2.35% (2017/18 2.145%)



 Investments – Internal returns above the 7 day LIBID rate
 The Council were above the target 7-day LIBID rate of 0.507% 

through achieving average returns on variable rate short term 
deposits of 0.92%. 

Appendix 1 provides more details of the prudential and treasury indicators for 2018/19. 
As part of the role performed by our treasury advisors we are also provided with 
benchmarking comparative information across all their clients which helps the Council 
understand how its investment portfolio is performing in relation to others. 

The table below shows for each quarter analysis our average rate of return was higher whilst 
managing the risk, when compared to other district councils.  This reflects the positive work 
undertaken within the team to maximise our investment returns whilst balancing the 
exposure to risk.

Quarter ending SK

WARoR*

District 
WARoR*

SK

WARR**

District

WARR**

Q1 – June 2018 0.86% 0.69% 4.73% 3.36%

Q2 – Sept 2018 0.92% 0.78% 4.33% 3.33%

Q3 – Dec 2018 0.97% 0.83% 4.33% 3.31%

Q4 – Mar 2019 0.97% 0.88% 4.31% 3.23%

2.12 Summary
The Council’s Treasury Management functions have operated effectively during 2018/19 and 
have successfully achieved the following;

 Repayment of principal has been secured in all deposits;

 Council’s cash liquidity requirement has been met throughout the financial year;

 Investment income levels have been higher than predicted;

 Robust management of the Council’s debt position;

 Performance Indicators set for 2018/19 have been achieved.

 Benchmarking information shows the Council achieved a higher weighted average 
rate of return compared to the group average.

3 Available Options Considered
3.1 None.

4 Reasons for the Recommendation (s)
4.1 This Council is required by regulations issued under the Local Government Act 2003 to 

produce an annual treasury management review of activities and performance against 
prudential and treasury indicators for 2018/19.



5 Financial Implications 
5.1 These are included in the report.

Financial Implications reviewed by: Richard Wyles, S151 officer

6 Legal and Governance Implications 
6.1 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.

Legal Implications reviewed by: Lee Sirdifield, Deputy Monitoring Officer

7 Equality and Safeguarding Implications 
7.1 None.

8 Risk and Mitigation
8.1 Risk has been considered as part of this report and no exceptional / high risks have been 

identified.

9 Community Safety Implications 
9.1 None.

10 Other Implications (where significant) 
10.1 None.

11 Background Papers
11.1 CFM448 – Treasury Management Mid-Year Review 2018/19

http://moderngov.southkesteven.gov.uk/documents/s21821/CFM475%20Treasury%20Man
agement%20Activity%202018-19%20-%20Mid%20Year%20Review.pdf

11.2 CFM409 – Treasury Management Strategy 2018/19

http://moderngov.southkesteven.gov.uk/documents/s19685/CFM453%20Appendix%20F%2
0TM%20Strategy%202018-19.pdf

12 Appendices
12.1 Appendix 1 – Prudential and Treasury Indicators 2018/19

Date of Publication on Forward Plan (if 
required):

N/a

Previously Considered by: N/a

Report Timeline: 

Final Decision date:  N/a

http://moderngov.southkesteven.gov.uk/documents/s21821/CFM475%20Treasury%20Management%20Activity%202018-19%20-%20Mid%20Year%20Review.pdf
http://moderngov.southkesteven.gov.uk/documents/s21821/CFM475%20Treasury%20Management%20Activity%202018-19%20-%20Mid%20Year%20Review.pdf
http://moderngov.southkesteven.gov.uk/documents/s19685/CFM453%20Appendix%20F%20TM%20Strategy%202018-19.pdf
http://moderngov.southkesteven.gov.uk/documents/s19685/CFM453%20Appendix%20F%20TM%20Strategy%202018-19.pdf

