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Purpose of Report 

 

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). 

 

 

Recommendations 

 

That the Committee: 

1. Notes and approve the contents of the mid-year review of treasury 
management activity for 2022-2023. 

2. Agrees to propose an inclusion of an amended ethical statement in the 
2023/24 Treasury Management Strategy.   
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Decision Information 

Does the report contain any 
exempt or confidential 
information not for publication? 

No 

 

What are the relevant corporate 
priorities?  

High performing Council 

Which wards are impacted? All 

 

1.  Implications 
 

Taking into consideration implications relating to finance and procurement, legal and 

governance, risk and mitigation, health and safety, diversity and inclusion, safeguarding, 

staffing, community safety, mental health and wellbeing and the impact on the Council’s 

declaration of a climate change emergency, the following implications have been 

identified: 

 

Finance and Procurement  

 

1.1 The financial implications are included throughout this report. 

 

Completed by: Alison Hall-Wright, Assistant Director of Finance 

 

Legal and Governance 

 

1.2 This report provides details of the Council’s 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. 

 

Completed by: Graham Watts, Assistant Director of Governance and Deputy Monitoring 

Officer 

 

Risk and Mitigation 

 

2.3 Risk has been considered as part of this report.  The treasury strategy has been 

compiled in conjunction with the Council’s treasury advisors and is monitored by 

the committee on a regular basis.  

 

Completed by: Tracey Elliott, Governance and Risk Officer  

 

 

 



2. Background to the Report 
 

2.1  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. 

2.2 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 2022-23 approved by Council on 3 March 

2022.  

2.3 This report is submitted in accordance with these requirements and provides a 

review of treasury management for the period ended 30 September 2022 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 2022/23 financial year 

2.4 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 entitles ‘Risk and Return’ identifies the need for local authorities to 

report regularly to members in addition to the annual review. 

 

3. Treasury Management Update 

 Debt Management Operations – Borrowing 

3.1 No additional borrowing was required during the first half of 2022/23. All current 

Council borrowing is with the Public Works Loan Board (PWLB) and the average 

rate of interest paid on the debt portfolio was 2.47%. Appendix A shows loans 

outstanding as at 30 September 2022. Regular reviews are undertaken to consider 

redemption costs of natural maturity against new borrowing to settle the outstanding 

debt early. 

3.2 As at 30 September 2022, the council had short-term borrowing, which is defined 

as borrowing due to be repaid within 365 days, of £3.221m. This will be repaid in 

instalments of £1.611m on 28 March 2023 and 28 September 2023. The average 

annual rate of interest on these loan repayments is 3.03%.  

 

 



Investment Operations 

3.3 The average size of the investment portfolio for the 6-month period was £90.729m 

compared to an average portfolio size of £83.608m during the same period in 

2021/22. 

3.4 The increase in the portfolio is due to the re-profiling of the Capital programme 

 and an influx of government grants. 

 Investment Activity in the period ended 30 September 2022 

3.5 The Council operates a diverse portfolio and uses a number of methods to invest 

its reserves which include direct deposit, certificates of deposit, notice accounts and 

money market funds. As at 30 September 2022 the Council held short term 

investments of £77.424m (specified investments) and  £5m(non-specified 

investments). As at 30 September the Weighted Average Rate of Return was 2.17% 

compared with that of the Link (the Council’s treasury management advisors) 

Investment Benchmarking  Analysis group which was 1.76%. 

3.6 The Treasury Management Strategy stipulates that the Council should not 

 ordinarily hold more than 35% of investments as non-specified and this was 

 adhered to during the first half of 2022/23. A schedule of investments at 30 

 September 2022 is set out at Appendix A. 

3.7 Short Term Fixed Deposits – In the period ended 30 September 2022, £53.0m of 

 short-term fixed deposits were placed; £64.0m of investments matured within this 

 same period. 

3.8 Long Term Fixed Deposits – In the period ended 30 September 2022, there were 

 no long-term fixed deposits placed and no long-term fixed deposits matured. 

 Treasury Management Prudential Code Indicators 

3.9 Prudential Code indicators specific to treasury management are designed to 

 ensure that treasury management is carried out in accordance with professional 

 practice. Indicators for 2022/23, 2023/24 and 2024/25 were approved by Council 

 on 3 March 2022 as part of the Treasury management Strategy 2022/23. 

3.10 The 2022/23 indicators and actual figures for the 6 months to 30 September 2022 

 are set out at Appendix A. All investment activity has been maintained within 

 the indicator limits. 

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

3.11 The Bank of England’s Monetary Policy Committee raised base rate by 50 bps to 

2.25% in September 2022 meeting, this was the 7th consecutive rate hike, and 

increased borrowing costs to the highest since 2008. The Growth from Knowledge 

(GfK) Consumer Confidence indicator fell to -49 in September from -44 in August 

which is a new record low as British households continue to struggle with the cost-

of-living crisis and wider economic uncertainties. This is evidently shown in retail 

sales which reduced by 1.6% in August, the biggest decline so far this year, 

following a 0.4% rise in July. In August 2022 initial estimates show that the public 



sector spent more than it received in taxes and other income. This resulted in 11.8 

billion of borrowing, which was £5.8 billion more than the £6.0 billion forecast by the 

Office for Budget Responsibility (OBR). Both Link Group and Capital Economics 

now expect rates to peak at 5.00% by Q1 2023. 

 Ethical Investments 

3.12  The Council’s Treasury Management Strategy has the following approved ethical 

 investment statement: 

 “The Council, in making investments through its treasury management function full 

supports the ethos of socially responsible investments”. 

 The availability of these types of investments is limited although the Council is 

currently placing £11m (over 12% of the total available investments) invested in the 

Standard Chartered Sustainable Fund which has an underlying commitment to 

support activities that provide sustainable and environmentally friendly services and 

products.  

Ethical banks are ordinarily either unrated or below the acceptable level of risk 

which would breach statutory guidance as the Council’s primary consideration when 

placing investments is security followed by liquidity and the yield.  If ethical banks 

did have acceptable ratings with the major credit rating organisations the Council 

could choose to invest although the returns may be lower which would impact on 

investment income. 

Adopting an ethical statement would limit the availability of counterparties to place 

future investments with as information is not readily available regarding where 

institutions place their investments which could lead to the Council breaching its 

ethical statement. 

However It is proposed that the following ethical statement is included in the 

proposed 2023/24 Treasury Management Strategy. 

Investment guidance, both statutory and from CIPFA makes clear that all investing 

must adopt the key Treasury Management principles of security, liquidity and yield 

(SLY) in this order of priority. The Council is however committed to Environmental, 

Social and Governance (ESG) factors. Through our Treasury Management 

Strategy, in terms of ESG investment considerations, ESG metrics, will be used 

where appropriate and available in the credit rating agency assessments when 

considering investment opportunities.  

Typical areas of consideration include:  

(i) Environmental: Emissions and air quality, energy and waste management, 
waste and hazardous material, exposure to environmental impact. 

(ii) Social: Human rights, community relations, customer welfare, labour 
relations, employee wellbeing, exposure to social impacts.  

(iii) Governance: Management structure, governance structure, group 
structure, financial transparency. 

 



This proposed amendment has been compiled in conjunction with the Council’s 

treasury management advisors and will be reviewed annually as part of the Treasury 

Management Strategy.  

3. Amendments to the Treasury Management Strategy 2022-23 

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. Key Considerations 
 

4.1 These are considered throughout the report. 

 

5. Other Options Considered 
 

5.1 None. 

 

6. Reasons for the Recommendations 
 

6.1 Committee members should be kept updated on the financial position of the 

 authority. 

  

7. Background Papers 
 

7.1 Treasury Management Strategy 2022-23 

http://moderngov.southkesteven.gov.uk/documents/s32638/Appendix%20G%20-

%202022-23%20Treasury%20Management%20Strategy%20Statement.pdf 

  

8. Appendices 
 

8.1 Appendix A – Treasury Management Prudential Indicators 
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