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Recommendation to the decision maker (s)
1. 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 
2019-20
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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 2019/20 approved by Council on 1st March 2019. From 2019/20 all 
local authorities were required to produce a Capital Strategy; this report was presented 
and approved by Council on 1 March 2019. 

1.3 This report is submitted in accordance with these requirements and provides a review of 
treasury management for the period ended 30 September 2019 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 2019/20 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 2019/20.  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 2019.  Regular reviews are undertaken to consider redemption costs of natural 
maturity against new borrowing to settle the outstanding debt early. 

2.2 At 30 September 2019, 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 2020 and 28 September 2020.  The average annual rate of 
interest on these loan repayments is 3.03%.  The Council has a loan of £25m which is 
maturing in March 2020.  This loan was taken out at the time of the Housing Revenue 
Account (HRA) self- financing.  Given the focus of the reserves to fund the HRA house 
building programme it will be necessary for the Council to refinance this loan at the 
appropriate time.

Investment Operations
2.3 The average size of the investment portfolio for the 6-month period was £65.505m 

compared to an average portfolio size of £78.178m during the same period in 2018/19. 



The reduction in the portfolio is due to the use of reserves for capital investment instead of 
additional external borrowing. 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 2019.

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 2019 the Council held short term investments of 
£62.023m (specified investments), and no long-term investments (non-specified 
investments). As at 30 September the Weighted Average Rate of Return was 0.96% 
compared with that of the Link Investment Benchmarking Analysis group which was 0.92% 
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 2019/20.  A schedule of investments at 30 September 2019 can be 
found at Appendix B. 

2.5 Short Term Fixed Deposits – In the period ended 30 September 2019, £57m of short-term 
fixed deposits were placed; £47.2m of investments matured within this same period. 

2.6 Long Term Fixed Deposits – In the period ended 30 September 2019, £2m of long-term 
fixed rate building society deposits were placed; with £7m maturing within this same 
period.  

Treasury Management Prudential Code Indicators
2.7 Prudential Code indicators specific to treasury management are designed to ensure that 

treasury management is carried out in accordance with professional practice.  Indicators 
for 2019/20, 2020/21 and 2021/22 were approved by Council on 1 March 2019 as part of 
the Treasury Management Strategy 2019/20.

2.8 The 2019/20 indicators and actual figures for the 6 months to 30 September 2019 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)
2.9 The first half of 2019/20 has seen UK economic growth fall due to the uncertainty 

surrounding Brexit. In its Inflation Report of 1 August, the Bank of England were not 
optimistic   about the outlook for both the UK and major world economies. The MPC 
meeting on 19 September reemphasised their concern about the downturn in world growth 
and also expressed concern that prolonged Brexit uncertainty could impact on the  UK 
economy, especially in the context of a downturn in world growth. This is also reflected in 
investor concerns around the world who are now expecting a significant downturn or 
possibly even a recession in some major developed economies.

2.10 The Monetary Policy Committee (MPC) left the Bank Rate unchanged at 0.75% 
throughout 2019, so far, and no changes are anticipated until there is some clarity 
regarding Brexit. 

2.11 In October, the PWLB increased borrowing rates by 100bps (one percent). The reasoning 
behind this was to bring rates back to the levels that were available in 2018 as the cost of 
borrowing had fallen to record lows. The Government will monitor the impact of this 
change and keep rates policy under review.  This will have no short term impact on the 
council as there are no immediate borrowing requirements.



3 Amendments to the Treasury Management Strategy 2019/20
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 Reasons for the Recommendation (s)
5.1 Committee Members should be kept updated on the financial position of the authority.

6 Financial Implications 
6.1 The financial implications are included throughout this report.

Financial Implications reviewed by: Richard Wyles, Director of Finance

7 Legal and Governance Implications 
7.1 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: Shahin Ismail, Interim Head of Legal

8 Equality and Safeguarding Implications 
8.1 Not applicable

9 Risk and Mitigation
9.1 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 complied in 
conjunction with the Council’s treasury 
advisors and is monitored by the 
Committee on a regular basis.

10 Community Safety Implications 
10.1 Not applicable

11 Other Implications (where significant) 
11.1 Not applicable

12 Background Papers
12.1 Treasury Management Strategy 2019-20:

http://moderngovsvr:8080/documents/s22392/Appendix%20G%20TM%20Strategy%2020
19-20.pdf

13 Appendices

http://moderngovsvr:8080/documents/s22392/Appendix%20G%20TM%20Strategy%202019-20.pdf
http://moderngovsvr:8080/documents/s22392/Appendix%20G%20TM%20Strategy%202019-20.pdf


13.1 Appendix 1 – Debt Maturity Analysis

13.2 Appendix 2 – Investment Maturity Analysis

13.3 Appendix 3 – Treasury Management Prudential Indicators

Date of Publication on Forward Plan (if 
required)

Not required

Previously Considered by: Governance and 
Audit Committee

26 July 2019

Report Timeline: 

Final Decision date  18 December 2019



APPENDIX 1

Debt Maturity Analysis - Public Works Loan Board as at 30 September 2019

All current external borrowing is classified under the HRA

Duration Amount    
£’000

Less than one year £28,222
Between one and two years £3,222
Between two and five years £9,665
Between five and ten years £16,109
Between ten and fifteen years £16,109
Over fifteen years £24,162
Total £97,489



APPENDIX 2                

Investment Maturity Analysis

Schedule of Cash Funds

As at 30 Sept 2019 
£’000

Interest Rate                   
%

Short Term Investments
Lloyds Bank 12,000 1.10
Santander Bank plc 10,000 0.875
Close Brothers 3,000 1.14
Qatar National Bank 6,000 0.91
HELABA 3,000 1.13
DBS 1,000 0.79
Aberdeen Liquidity Funds MMF 2,818 variable
BNP Paribas MMF 5,000 variable
Federated Cash Plus 5,000 variable
Invesco MMF 205 variable
Sumitomo Mitsui 2,000 0.79
Nottingham Building Society 2,000 0.92
West Bromwich Building Society 2,000 0.92
Principality BS 2,000 1.15
Newcastle BS 2,000 0.92
Cumberland BS 2,000 1.02
Local Authority 2,000 1.35

Total £62,023 (average rate) 
0.941



APPENDIX 3

TREASURY MANAGEMENT PRUDENTIAL CODE INDICATORS

Treasury Management Indicators – Comparison for 2019/20 to actual position for the 6 months to 
30 September 2019.

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 2019-20
£000

As at 30 September 
2019 £000

General Fund Debt 48.000 0
HRA Debt 108.765 97.489
Other long term liabilities 0 0
Total 156.765 97.489

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 2019-20
£000

As at 30 
September 2019 

£000
General Fund Debt 30.000 0
HRA 108.765 97.489
Other long term liabilities 0 0
Total 138.765 97.489


