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Report to: Cabinet, 28th July 2015 
    
Report of: Cabinet Member for Resources 
 

 
Subject: TREASURY MANAGEMENT ANNUAL REPORT – 2014/15 
 
1. Purpose of Report 
   
1.1 For Cabinet to note the details included within the Treasury Management Annual 

Report for 2014/15, and consider any action they wish to take as result of that 
information. 

 
1.2 For Cabinet to note that The Treasury Management Annual Report for 2014/15 has 

been referred to the June meeting of Performance Management and Budget Scrutiny 
Committee and, in accordance with the CIPFA Treasury Management Code, will be 
referred for information to full Council in September.  

 
2. Background 
 
2.1 In February 2010 the Council formally adopted the principles and practices from the 

CIPFA Code of Practice on Treasury Management, including clause 2 which stated: 
 

“the production of regular treasury management reports to Council, including as a 
minimum, an annual strategy, prudential indicators and limits and MRP policy in 
advance of the year, a mid-year review, and an annual review report after the close 
of the year, all in the form specified in the Treasury Management Practices.” 

 
2.2 This report sets out, in accordance with the above, a report on Treasury 

Management performance for 2014/15. 
 
2.3 Treasury Management is the management of all money and capital market 

transactions in connection with cash and funding resources of the Council.  The 
Council conducted its Treasury Management affairs in accordance with the CIPFA 
Code of Practice on Treasury Management and the CIPFA Prudential Code for Capital 
Finance in Local Authorities.   

 
2.4 A copy of the Treasury Management Policy Statement and the Annual Strategy 

Statement can be obtained from the Finance Services Manager. 
 
3. The Council’s Treasury Management Performance in 2014/15 
 
 INVESTMENTS 
 
3.1 The Council manages its investments in-house and invests with the institutions listed 

in the Council’s approved lending list. The Council invests for a range of periods from 
overnight to 365 days, dependent on the Council’s cash flows, its interest rate view 
and the interest rates on offer.  
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3.2 When investing with local authorities and building societies the Council uses money-
market brokers, to ensure a competitive rate is achieved.  This policy ensures a 
balance between optimizing the return to the Council commensurate with the need 
to safeguard the capital sum (i.e. avoidance of risk to the principal sum). The 
Council, when investing with banks, contacts the banks directly, to compare and 
obtain a competitive rate. 

 
3.3 The Council’s average investment for the year was £1.45m (2013/14: £1.30m).  The 

running return earned at the year end was 0.53% (2013/14: 0.58%) which is in 
excess of the bank base rate of 0.50% and approximately 0.05% above the 
benchmark average 7 day LIBOR (London Inter Bank Offer Rate) for the year.   

 
3.4 The Council achieved £125,800 of interest from its cash investments in 2014/15 

(2013/14: £121,400). This was £400 in excess of the budget target of £125,400.  
 
3.5 It should be noted that the 0.53% return, along with last year’s return of 0.58% are 

the lowest rates of return the Council has experienced for a number of years. In 
2007/08 the interest rate was in excess of 5% and the interest earned was £727k. 
This is in main due to the economic crash of 2008/09 and the continuing effect of the 
government scheme called ‘Funding for Lending’ launched in July 2012. This supplies 
banks with cheap money meaning the rates they offer to local authorities on taking 
in deposits dropped significantly and these have stayed low ever since. Further 
lowering of rates occurred during 2014/15 as banks continued to strengthen their 
balance sheet positions resulting in a weakened appetite for cash. 

 
3.6 Tables 1, 2 and 3 below, provide further details on our monthly investments and 

our lending investment portfolio as at 31st March 2015.  
 

Table 1: Summary of Interest Received 2014/15 
 

 Interest Received  

£ 

Interest received in year (cash) 132,442 

 

Less Accruals relating to previous year 

 

(6,639) 

Interest received – reported in accounts 2014/15 

 

125,803 

Budget 2014/15 125,400 

 

 
Table 2: Investment Balances 2014/15 
 

 Investment Balances 

£m 

Investment balances as at 1st April 2014 

 

15.00 

Total of all periodic investments made in year 

 

42.00 

Total of all investments matured in year 

 

(38.65) 

Investment balances as at 31st March 2015 

 

18.35 
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Table 3: External Lending Investment Portfolio (position as at 31 March 
2015) 

 
Lender 

 

Issue Date Maturity 

Date 

Investment 

£m 

Interest 

Rate 

Bank of Scotland 07/10/14 07/04/15 1.80 0.70% 

Barclays Bank 07/11/14 07/05/15 2.00 0.64% 

Bank of Scotland 03/12/14 03/06/15 1.20 0.70% 

Lloyds TSB Bank 08/10/14 08/07/15 1.15 0.80% 

Lloyds TSB Bank 10/11/14 10/08/15 1.50 0.80% 

Standard Chartered 06/03/15 04/09/15 2.10 0.67% 

Barclays Bank  04/03/15 24/11/15 2.00 0.76% 

Bank of Scotland 04/03/15 04/12/15 1.00 0.80% 

Public Sector Deposit Fund 03/06/14 Call 1.00 0.39% 

Santander UK 04/12/14 Call 1.40 0.40% 

Santander UK 04/03/15 Call 1.00 0.40% 

Royal Bank of Scotland 08/10/14 Call 1.30 0.25% 

Public Sector Deposit Fund 31/03/15 Call 0.90 0.39% 

Total   18.35  

 
 
BORROWING 

 
3.7 The Council did not raise any new borrowing during 2014/15.  As at 31st March 2015 

the Council’s loans are a £5m Lender Option Borrower Option (LOBO) loan and 
£3.448m of Public Works Loans Board (PWLB) loans. The LOBO was taken on for a 
period of 50 years from the 3rd December 2004.   

 
3.8 The Cabinet has approved a strategy for the replacement of the LOBO loan in the 

event that the lender exercises their option and increases the interest rate.  The 
agreed action, in this event, is to replace the loan with a shorter dated loan and keep 
the rate as low as possible bearing in mind the Financing Requirement contained in 
the Council’s Treasury Management Strategy (Prudential Borrowing Limits). 

 
3.9 The interest payable in 2014/15 on existing loans was £371k (2013/14: £373k). This 

slight decrease was due to the maturity of two PWLB loans part way through the 
year. The lender of our £5m LOBO loan did not exercise their right to increase the 
rate from the current 4.50% at any point during the year. 

 
4. Treasury Management Performance Indicators 
 
4.1 The Code of Practice on Treasury Management requires the Council to set 

performance indicators to assess the adequacy of the treasury function over the 
year. These are distinct historic indicators, as opposed to the prudential indicators, 
which are predominantly forward looking. 

 
4.2 Performance on our key Treasury Management Performance Indicators for 2014/15 

is as follows: 
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Performance Indicator  Benchmark/ 
Budget 

 

Outturn 

Average rate of return on 
investments 
 

0.50% in MTFF 0.53% 

Investment management costs per 
average sum invested 
 

£1.47 per £’000 £1.30 per £’000 

Annual cost of borrowing (including 
minimum revenue provision) 
 

£958k £826k 

FTE staff involved in Treasury 
Management function 
 

0.43 FTE 0.43 FTE 

 
5. Prudential Indicators 
 
5.1 The purpose of the indicators is to provide a framework to support decision making 

on capital expenditure and treasury investments.  The indicators highlight the level 
of capital expenditure, the impact on borrowing, investment levels, and the overall 
controls in place to ensure the activity remains affordable, prudent and sustainable.   
Details of the indicators are included below. 
 
Actual and Estimated Capital Expenditure 
 

5.2 The actual and estimated capital expenditure (CapEx) for 2014/15 is as follows: 
 

Actual CapEx 

2013/14 

£’m 

PI CapEx 

2014/15 

£’m 

Actual CapEx 

2014/15 

£’m 

1.016 4.296 3.108 

 
5.3 The original capital programme budget was £4.3m, however, this has been adjusted 

during the year to reflect additions, and the final budget is £4.6m.  Further detail on 
capital expenditure is included in the Q4 Financial Monitoring report 2014/15 and the 
draft Statement of Accounts 2014/15. 
 
Ratio of Financing Costs to net revenue stream 

 
5.4 The net revenue stream is the amount of the budget to be met from Formula Grant 

and Council Tax income (also known as the Budget Requirement). Financing cost is 
the net of interest payable, interest receivable and minimum revenue provision. 

 

 2013/14 

Actuals 

£000’s 

2014/15 

Estimate 

£000’s 

2014/15 

Actuals 

£000’s 

2015/16 

Estimate 

£000’s 

Financing costs (net) 694 714 700 811 

Net revenue stream 10,417 9,923 9,548 10,043 

Ratio of financing costs to net 

revenue stream 
6.66% 7.20% 7.33% 8.08% 
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Capital Financing Requirement 
 
5.5 The Capital Financing Requirement is a gauge of the Council’s requirement to take 

on long term borrowing for capital purposes.  This is calculated from the draft 
Balance Sheet for 2014/15, which will be approved by the Council’s Section 151 
officer by the deadline date of 30th June 2015, and which is subject to independent 
audit. The actual Capital Financing Requirement at 31 March 2015 (again subject to 
audit) and estimates for future years are: 

 
 2013/14 

Actuals 

£000’s 

2014/15 

PI/Budget 

£000’s 

2014/15 

Actuals 

£000’s 

2015/16 

Estimate 

£000’s 

Capital Financing 

Requirement 
7,058 7,068 7,176 9,324 

 
 Minimum Revenue Provision 
 
5.6 The Minimum Revenue Provision (MRP) represents a charge to Council Tax payer’s 

equivalent to the estimated repayment of prudential borrowing associated with the 
purchase of capital assets (i.e. reducing the loan principal in instalments).   

 
5.7 The MRP charge for 2014/15 was £477k (2013/14: £491k) against a budget of 

£554k.   
 

Authorised Limit/Operational Limit for External debt 
 
5.8 The Council approved Authorised Limit in 2014/15 for external debt, gross of 

investments, is £14.1m.  Our approved Operational Limit is £10.6m.  The 
Operational Limit is calculated on the same basis as the Authorised Limit, but differs 
in that it excludes short term borrowing. 

 
5.9 The Council’s external debt as at 31st March 2015 is £8.448m which is within the 

limits set in our Treasury Management Strategy. 
 

6. Equalities, Health and Safety, HR, Financial, Legal, Policy, and Risk 
Management Implications 
 

6.1 Equalities, Health and Safety, HR: there are no direct implications arising from 
this report. 

 
6.2 Financial: The income generated by the Council’s investments and the interest paid 

on loans and MRP are all key elements of the Council’s financial resources.  Details 
are contained in the MTFF and annual budget each year. 

 
6.3 Legal/Policy: As set out in the Council’s Treasury Management Policy and Strategy 

2015-16.  The effective management of our investment and loans portfolio is critical 
to the overall success of the Council’s service objectives. In accordance with 
paragraph 2.1 above, the CIPFA code requires that Council should receive an annual 
performance report on Treasury Management. 

  



6 

6.4 Risk management: The continued uncertainty in the financial markets and the 
global economic downturn has given rise to a crisis of confidence which has spread 
throughout global money markets.  The Council’s treasury strategy will ensure that 
the management of risk is paramount in all of the Council’s treasury management 
operations. 

 
7. THE CABINET MEMBER FOR RESOURCES, COUNCILLOR CHRIS MITCHELL 

RECOMMENDS: 
 
7.1 That Cabinet review the details included within the Treasury Management 

Annual Report for 2014/15, and consider any action they wish to take as a 
result of that information. 

 
7.2 That in accordance with the CIPFA Treasury Management Code, the 

Treasury Management Annual Report for 2014/15 be referred for 
information to Full Council in September 2015.  

 
 
 
 

Ward(s):    All 
Contact Officer:  Mark Baldwin, Finance Service Manager 01905 722007 
Background Papers:  None 


