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1. Decisions Required 
 
1.1 That in accordance with the Code of Practice on Treasury Management in the 

Public Services, and the Prudential Code for Capital Finance, Cabinet 
recommends the Council approves the Treasury Management Strategy 

Statement 2016/17. 
 
1.2 That the Cabinet notes that there have been no changes to the medium-term 

Treasury Management Policy or the operational Treasury Management 
Practices. 

 
2. Background 
 

2.1 Treasury management operations are defined by CIPFA as follows:- 
 

“the management of the organisation’s investments and cash flows, its banking, 
money market and capital market transactions; the effective control of the risks 
associated with those activities; and the pursuit of optimum performance 

consistent with those risks.” 
 

2.2 The council has adopted the 2011 CIPFA Code of Practice on Treasury 
Management in the Public Services and the 2013 Prudential Code for Capital 

Finance in Local Authorities. There have been no significant changes to these 
documents during the past twelve months.  

 

2.3 The Council operates in accordance with the Council’s own approved Treasury 
Management Practices (TMPs) which are operating procedures and statements 

that form a subset of the Treasury Management Documents. 
 
2.4 The code identifies three key principles which are in place in Worcester City: 

 
i that Councils should put in place formal and comprehensive objectives, 

policies and practices, strategies and reporting arrangements for the 
effective management and control of their treasury management 
arrangements. 

 
ii that the Council’s policies and procedures should make clear that the 

effective management and control of risk are prime objectives in the 
treasury management arrangements, and that it is clear where 
responsibility for these lies within the organisation.  The appetite for risk 

should be made clear in the annual strategy document and priority 
should be given to security and liquidity when investing funds.  CIPFA 

endorses an approach of more emphasis being placed on managing and 
avoiding risks rather than maximising returns. 

 

iii that the Council’s policies and practices should reflect the fact that whilst 
the pursuit of value for money in treasury management is a valid 

business objective, and the use of suitable performance measures are 
important tools, this has to be within the context of effective risk 
management. 

 
2.5 The Council’s proposed treasury management strategy for 2016/17 is based 

upon Officer views on interest rates, supplemented with market forecasts 
provided by Capita Asset Services who are the Council’s treasury advisors. 
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3. Treasury Management Strategy for 2016-17 
 

3.1 The strategy for 2016-17 covers two main areas: 
 

Capital issues 
 the capital plans and the prudential indicators. 
 the minimum revenue provision (MRP) policy. 

Treasury Management issues 
 the current treasury position; 

 treasury indicators which limit the treasury risk and activities of the 
Council; 

 prospects for interest rates; 

 the borrowing strategy; 
 policy on borrowing in advance of need; 

 debt rescheduling; 
 the investment strategy; 
 creditworthiness policy; 

 policy on the use of external service providers. 
 

3.2 These elements cover the requirements of the Local Government Act 2003, the 
CIPFA Prudential Code, CLG MRP Guidance, the CIPFA Treasury Management 

Code and CLG Investment Guidance. 
 
4. Policy, Legal, Financial, Equality and Risk Management Implications 

 
4.1 Policy: The effective management of the investment portfolio is critical to the 

overall success of the Council’s service objectives. It is therefore essential that 
the Council is positioned to enable it to optimise investment returns whilst 
showing due diligence to the effective management of risk in all treasury 

management dealings. 
 

4.2 Legal: As Treasury Management forms part of the Budget Framework, Full 
Council is required to approve any changes to the Treasury Management Policy 
and Strategy, the Prudential Indicators and limits, and the Minimum Revenue 

Provision policy statement.   
 

4.3 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 MTFS and proposed budget for 2016/17. 

 
4.4 Equalities: None directly arising from this report. 

 
4.5 Risk: The Council’s treasury strategy will ensure that the management of risk 

is paramount in all of the Council’s treasury management operations. 

 

Table 1 Risk assessment of Treasury management operations  

Risk 
No. 

Description Risk 
Score 

Management Action 
Plan 

Target 
Score 

1 Failure of internal 
procedures 

D3 Regular review and 
update of Strategy and 

operational procedures in 
this report. Annual 

Internal Audit check. 

D3 
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Table 1 Risk assessment of Treasury management operations  

Risk 

No. 

Description Risk 

Score 

Management Action 

Plan 

Target 

Score 

2 Failure to secure revenue 

income from money 
market 

C2 Annual review of 

economic indicators and 
interest forecasts form 

part of the Medium Term 
Financial Strategy and 
annual budget setting. 

C3 

3 Failure to secure capital 
from money invested 

C1 Prudent policy and risk 
averse strategy in 

counterparty lists and 
regular review against 

credit ratings and money 
market advice 

D1 

 

5. The Capital Prudential Indicators 2016/17 to 2020/21 
 

The Prudential Code requires the Council to set a number of prudential 
indicators and a Minimum Revenue Provision (MRP) policy statement.  These 

should be agreed annually in conjunction with the annual strategy and the 
budget for the following year, and they should cover a minimum of three years.  
Ours cover five years in line with our MTFS.  The Prudential indicators are 

designed to ensure that the Council’s investment plans are affordable, prudent 
and sustainable. 

 
5.1 Capital Expenditure 
  

This prudential indicator is a summary of the Council’s capital expenditure 
plans, both those agreed previously, and those forming part of this budget 

cycle. The table below summarises the plans and how these plans are being 
financed by capital or revenue sources. Any shortfall of resources results in a 
borrowing need. 

 

Capital expenditure 
£000’s 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Total 3,089 5,917 11,029 1,471 507 450 460 

Financed by:        

Capital receipts (1,201) (2,815) (2,360) (210) (94) (50) (50) 

External grants (265) (730) (2,200) (200) (200) (200) 0 

S106 contributions (843) (217) (439) 0 0 0 0 

Earmarked 

reserves/Revenue 
(206) (1,454) (835) 0 0 0 0 

Net borrowing 

need for the year 

 

574 701 5,195 1,061 213 200 410 

 
5.2 The Capital Financing Requirement 

 
The Capital Financing Requirement measures the authority’s underlying need to 
borrow for capital purposes. The Council’s strategy is to avoid new borrowing 

unless it is fully supported by existing revenue budgets (e.g. replacement 
vehicles) or to finance spend to save projects in the Capital Programme (e.g. 

capital investment that reduces revenue costs such as the refuse collection 
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wheeled bins project). The Capital Financing Requirement and other Prudential 
Indicators have been calculated on the basis that a small element of the Capital 
Programme will continue to be financed through borrowing. 

 
The CFR does not increase indefinitely, as the minimum revenue provision 

(MRP) is a statutory annual revenue charge which broadly reduces the 
borrowing need in line with each assets life. 

 

The council is asked to approve the CFR projections below: 
 

Capital 
Financing 
Requirement 
£000’s 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Total 7,176 7,399 12,021 11,378 10,788 10,160 9,713 

 

5.3 Accounting for LAMS 
 

The Council participated in LAMS during 2012/13 using the cash backed option. 
The mortgage lenders Lloyds TSB required a 5-year cash advance from the local 

authority to match the 5-year life of the indemnity. The cash advance placed 
with the mortgage lender provides an integral part of the mortgage lending and 
has therefore been treated as capital expenditure and a loan to a third party. 

The Capital Financing Requirement has increased by the amount of the total 
indemnity of £1m. The cash advance is due to be returned in full at maturity 

during 2017/18, with interest paid annually. Once the cash advance matures 
and funds are returned to the local authority, the returned funds are classed as 
a capital receipt and the CFR will reduce accordingly. As this is a temporary 5-

year arrangement and the funds will be returned in full, there is no need to set 
aside prudent provision to repay the debt liability in the interim period, so there 

is no MRP application. This position is reviewed on an annual basis. 
 

5.4 Minimum Revenue Provision (MRP) Policy Statement 

 
CLG Regulations require Councils to approve an MRP (Minimum Revenue 

Provision) policy statement in advance of each year.  The MRP determines the 
minimum amount required to be provided through revenue to pay back the 
principal amount due on external borrowing.  A variety of options have been 

provided to councils to replace the existing regulations with the key principle of 
there being a prudent provision made.  

 
No change is proposed to the calculation of current MRP, and the Council is 
therefore recommended to approve the following MRP policy statement: 

 
“For all unsupported (i.e. prudential) borrowing the Minimum Revenue Provision 

(MRP) will be based on the estimated life of the assets financed by borrowing in 
accordance with the MRP regulations.” 

 

5.5 Affordability Prudential Indicators 
 

The previous sections cover the overall capital and control of borrowing 
prudential indicators, but within this framework prudential indicators are 
required to assess the affordability of the capital investment plans. These 

provide an indication of the impact of the capital investment plans on the 
Council’s overall finances. 
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Ratio of financing Costs to net revenue stream 

Estimates of the ratio of financing costs to net revenue stream for the current 

and future years are set out below. 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).   

 

Ratio of financing 
costs to net 
revenue stream 
£000’s 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Net financing costs 700 721 881 1,083 1,173 1,171 1,183 

Net revenue stream 9,923 10,154 9,785 9,963 9,884 10,293 10,770 

Ratio of financing 

costs to net 
revenue stream 

7.05% 7.10% 9.00% 10.87% 11.87% 11.38% 10.98% 

 

Ratio of financing Costs to budgeted gross expenditure 

Estimates of the ratio of financing costs to budgeted gross expenditure for the 

current and future years are set out below. Gross expenditure is shown to 
demonstrate the proportion of our financing costs compared to our total 
expenditure.   

 

Ratio of financing 

costs to net 
revenue stream 
£000’s 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Net financing costs 700 721 881 1,083 1,173 1,171 1,183 

Gross expenditure 23,059 20,720 19,817 20,022 20,085 20,528 21,038 

Ratio of financing 
costs to net  

revenue stream 

3.04% 3.48% 4.45% 5.41% 5.84% 5.70% 5.62% 

 

Incremental impact of capital investment decisions on the band D council tax 
 

The table below identifies the revenue costs associated with the proposed 
changes within the capital programme recommended in this budget report 
compared to the Council’s approved commitments and current plans.  The 

assumptions are based on the budget, but will invariably include some 
estimates such as the expected level of capital receipts and level of 

Government support which are not published over a five year period. The table 
identifies the incremental effect on Council Tax of the proposed capital 
programme. 
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Council tax - 
band D impact (£) 

 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Proposed Capital 
Programme (per 

annum) 

2.00 4.70 3.64 3.07 0.66 0.94 

 
6. Borrowing 
 

The capital expenditure plans set out in 5.1 provide details of the service 
activity of the council. The treasury management function ensures that the 

Council’s cash is organised in accordance with the relevant professional codes, 
so that sufficient cash is available to meet this service activity. This will involve 

both the organisation of the cash flow and, where capital plans require, the 
organisation of appropriate borrowing facilities. The strategy covers the 
relevant prudential indicators, the current and projected debt positions and the 

annual investment strategy. 
 

6.1 Current Portfolio Position 
 

An analysis of loans by lender category and by maturity is as follows: 

        2014/15  2013/14 

        £000’s  £000’s 

P.W.L.B.        3,448  3,489 

Money Market        5,000  5,000 

        8,448  8,489 

           

Maturing within one year      5,040  5,041 

Maturing in 1-2 years      41  41 

Maturing in 2-5 years      1,114  1,114 

Maturing in 5-10 years      253  253 

Maturing in more than 10 years    2,000  2,040 

        8,448  8,489 

 

 
The Council’s treasury portfolio position at 31st March 2015, with forward 

projections are summarised below. The table shows the actual external debt 
against the underlying capital borrowing need, highlighting any over or under 
borrowing. 

 

External Debt 
(£000) 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Debt at 1st April 8,489 8,448 8,407 10,822 9,744 9,656 9,567 

Expected change 

in Debt 
(41) (41) 2,415 (1,078) (88) (89) (123) 

Other long-term 
liabilities (OLTL) 

0 0 0 0 0 0 0 

Expected change 
in OLTL 

0 0 0 0 0 0 0 
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Actual gross debt 

at 31st March 
8,448 8,407 10,822 9,744 9,656 9,567 9,444 

CFR 7,176 7,399 12,021 11,378 10,788 10,160 9,713 

Under / (over) 
borrowing 

(1,272) (1,008) 1,199 1,634 1,132 593 269 

 
Within the prudential indicators there are a number of key indicators to ensure 

that the Council operates its activities within well-defined limits. One of these is 
that the Council needs to ensure that its gross debt does not, except in the 

short term, exceed the total of the CFR in the preceding year plus the estimates 
of any additional CFR for 2016-17 and the following four financial years. This 

allows some flexibility for limited early borrowing for future years, but ensures 
that borrowing is not undertaken for revenue purposes. The Financial Services 
Manager reports that the Council complied with this prudential indicator in the 

current financial year and does not envisage difficulties for the future. This view 
takes into account current commitments, existing plans and the proposals in 

this report.   
 
6.2 Treasury Indicators: limits to borrowing activity 

 
 Operational Limit for External Debt 

 
The Council is required to approve the following Operational Limit for external 
debt. The Operational Limit is based on the same estimates as the Authorised 

Limit below but differs in that it does not take into account short term 
borrowing. The Council’s actual external debt at 31st March 2015 was £8.448m. 

Recommended limits are as follows: 
 
Operational Limit 
£000’s 
 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Borrowing 10,800 11,100 18,000 17,100 16,200 15,200 14,600 

Other long term 
liabilities 

0 0 0 0 0 0 0 

Total 10,800 11,100 18,000 17,100 16,200 15,200 14,600 

 

Authorised Limit for External Debt 
 

The Council is required to approve Authorised Limits for external debt, gross of 
investments. The limits are in accordance with the proposed Borrowing Strategy 
within the Treasury Management Strategy and are set to allow for borrowing if 

required at a time when the economic conditions prove favourable.  
 

Authorised Limit 
£000’s 
 

14/15 
Actual 

15/16 
Estimate 

16/17 
Estimate 

17/18 
Estimate 

18/19 
Estimate 

19/20 
Estimate 

20/21 
Estimate 

Borrowing 14,300 14,800 24,000 22,800 21,600 20,300 19,400 

Other long term 
liabilities 

0 0 0 0 0 0 0 

Total 14,300 14,800 24,000 22,800 21,600 20,300 19,400 
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6.3 Prospects for borrowing interest rates  
 

The council’s treasury advisors Capita Asset Services have formulated a view on 
PWLB interest rates up until March 2019 as follows: 

 

 5 year 25 year 50 year 

Dec 2015 2.30 3.60 3.50 

Mar 2016 2.40 3.70 3.60 

Jun 2016 2.60 3.80 3.70 

Sep 2016 2.70 3.90 3.80 

Dec 2016 2.80 4.00 3.90 

Mar 2017 2.80 4.10 4.00 

Jun 2017 2.90 4.10 4.00 

Sep 2017 3.00 4.20 4.10 

Dec 2017 3.20 4.30 4.20 

Mar 2018 3.30 4.30 4.20 

Jun 2018 3.40 4.40 4.30 

Sep 2018 3.50 4.40 4.30 

Dec 2018 3.50 4.40 4.30 

Mar 2019 3.60 4.50 4.40 

 
6.4 Borrowing Strategy  

 
The Council’s borrowing strategy is primarily focussed on asset replacement 
which is both necessary and affordable. 

 
The current economic uncertainty and the impact over future interest rates 

increase the risks associated with treasury activity. As a result the Council will 
continue to take a cautious approach in its dealings under the prudential 
borrowing regime. 

 
Prior to any decisions being made on borrowings, a financial review will be 

undertaken and this will be reported through to Cabinet to inform any future 
strategy and actions.   

 

Long term borrowing decisions will be made taking account of: 
 

 the Council’s overall need to borrow; 
 including any unused borrowing capacity (e.g. use of temporary internal 

funding); 

 re-scheduling of the loan debt portfolio to take advantage of prevailing 
interest rates and the opportunity to reduce revenue costs and best value 

for the taxpayer. 
 

The Council will not borrow more than or in advance of its needs purely in order 

to profit from the investment of the extra sums borrowed. These needs are 
determined by the Capital Financing Requirement. Any decision to borrow in 

advance will be considered carefully to ensure value for money can be 
demonstrated and that the Council can ensure the security of such funds.  

 
Before long term borrowing is undertaken the Council will: 

 



10 

 ensure that there is a clear link between the capital programme and 
maturity profile of the existing debt portfolio which supports the need to 
take funding in advance of need; 

 ensure the on-going revenue liabilities created, and the implications for 
the future plans and budgets have been considered; 

 evaluate the economic and market factors that might influence the 
manner and timing of any decision to borrow; 

 consider the merits and demerits of alternative forms of funding, and; 

 consider the alternative interest rate bases available, the most 
appropriate periods to fund and repayment profiles to use. 

 
 Replacement of Lenders Option Borrowers Option (LOBO) loan 
 

 The Cabinet approved a strategy (at a meeting held on 5th November 2009) for 
the replacement of the LOBO loan (£5m) 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). 
 

6.5 Treasury Management Limits on Activity  

The following limits on fixed and variable rate exposure for borrowing are 

recommended: 

 

Type of borrowing: Percentage of net outstanding principal sums 

Fixed rate exposure Manage with the range 70% to 100% (upper limit) 
Variable rate exposure Manage within range 0% to 30% (upper limit) 

 
The following upper and lower limits for the maturity structure of any 

borrowings are recommended: 
 

Amount of projected borrowing that is fixed rate maturing in each period as 
a percentage of total borrowing that is fixed rate 

 

 Upper 

limit 

 Lower 

limit 

 

Under 12 months 20%  0%  

Above 12 months and within 24 months 20%  0%  

Above 24 months and within 5 years 50%  0%  

Above 5 years and within 10 years 75%  0%  

Above 10 years 100%  25%  

 
6.6 Municipal Bond Agency  
 

It is likely that the Municipal Bond Agency, which is now established, will be 
offering loans to local authorities in the near future. It is also hoped that the 

borrowing rates will be lower than those offered by the Public Works Loan Board 
(PWLB). The Council intends to monitor its progress and possibly make use of 
this new source of borrowing as and when appropriate.  
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7. Investments 
 
7.1 Current Portfolio Position 

 
The City Council’s cash investment portfolio is managed in-house. The budgeted 

level of income from cash investments has been slightly increased in 2015/16 
to £133k (2014/15: £125k). The Council is estimated to receive approximately 
£133k from its cash investments in 2015/16 therefore expecting to meet 

budget. The 2016/17 budget will be increased by £5k as interest rates are 
expected to rise by approx. 0.50% throughout the year, however the council 

plans to utilise a large amount of cash on the Swimming Pool Project, thus 
reducing the capacity to generate interest. 

 

The low level of return in 2015/16 arises primarily from the continuing 
economic environment and historically low base rate remaining at 0.50% for 

the whole financial year. Rates continue to be at a similar level to 2014-15 due 
to the continuing effects of the government’s Funding for Lending Scheme, the 
Bank of England’s Quantitative Easing Programme and the global regulatory 

standard on bank capital adequacy called ‘Basel III’. Libor rates have also 
remained low throughout the year. The financial impact of this has been 

included in the quarterly Financial Monitoring Reports. 
 

The overall rate of return for our cash investments in 2015/16 is estimated to 
be 0.62% which is 0.11% above the current benchmark 1 month LIBOR rate 
(London Inter-bank Offer Rate) of 0.51%.  

 
7.2 Investment Policy 

 
The Council’s investment policy has regard to the CLG’s Guidance on Local 
Government Investments and the revised CIPFA Treasury Management in Public 

Services Code of Practice. The Council’s investment priorities will be security 
first, liquidity second, then return.  

 
The Council’s investment priorities are: 

 

 to invest prudently; 
 give priority to security and liquidity before yield; 

 achieve optimum return commensurate with the two bullet points above; 
 use only those investment instruments categorised as specified 

investments  

 not to borrow purely to invest or lend on (to make a return) as this is 
unlawful, nor will it invest in shares, given the potential risk, and; 

 place emphasis on credit ratings to establish the credit quality of 
investment counterparties.  

 

All investments will be in sterling.  
 

Having given due consideration to the Council’s level of balances over the next 
five years, the need for liquidity and current money market instability, it is felt 
prudent that 100% of funds continue to be invested in short term investments 

(i.e. those with a maturity up to and including a year). 
 

In order to minimise the risk to investments, the council applies minimum 
acceptable credit criteria in order to generate a list of highly creditworthy 
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counterparties which also enables diversification and thus avoidance of 
concentration risk. The Council uses the following minimum credit ratings 
criteria:  

  

Ratings Agency Minimum Short 

Term Rating 

Minimum Long 

Term Rating 
Moody’s Investors Service Ltd P-2 and above Baa1 and above 

Standard & Poor’s A-2 and above BBB+ and above 

Fitch Ratings Ltd F-2 and above BBB+ and above 

Foreign banks and Money Market Funds           AAA status (top rated) 

 
7.3 Investment Guidelines and Limits 
 

In accordance with government guidance the Council will determine which 
investment instruments, associated maturity periods and loan limits that will 

apply under specified investments. The Council will use the investment 
instruments set out below. Investment maturity profiles will be maintained 
within the defined limits set out.  

 
Specified Investments: These are Sterling investments of not more than one-

year maturity, or those which could be for a longer period but where the 
Council has the right to be repaid within 12 months if it wishes. These offer 
high security and high liquidity and are investments with:- 

 
 

Specified Investment Category Investment 
limit per 

institute 

The UK Government (such as the Debt Management Office, 

UK Treasury Bills or Gilts with less than one year to 
maturity) 
 

No limit 

 

Supranational Bonds of less than one year’s duration Maximum £4m 
 

A UK Local Authority (including Town and Parish Councils) Maximum £4m 
 

A UK High Street Bank 
 

Maximum £4m 

A Certificate of Deposit with a UK bank 
 

Maximum £4m 

Non-UK banks based in a country awarded a AAA credit 
rating with 100 or more UK branches 

 

Maximum £4m 

Banks nationalised by UK government or other high credit 

rated (sovereign rating) countries 
 

Maximum £4m 

Government guarantees on ALL deposits by high credit rated 
(sovereign rating) countries 

 

Maximum £4m 
 

Pooled investment vehicles (such as money market funds) 

that have been awarded an AAA credit rating by a credit 
rating agency 
 

Maximum £4m 
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Non-specified investments: These are other types of investment for which, 
in accordance with the Code of Practice, the Council sets additional criteria and 
generally carry more risk. These are any other type of investment which are not 

classified as specified investments above. 
 

 The council does not currently allow this type of investment. 
 

Ensuring Sufficient Liquidity Levels 

 
The Council needs to ensure that it has sufficient liquidity in its cash flow. For 

this purpose it has set out procedures (TMPs) for determining the maximum 
periods for which funds may prudently be committed. These are reviewed on an 
annual basis. Detailed daily cash projections are calculated by the Treasury 

Officer to ensure that the Council keeps minimal overnight cash balances, while 
maximising the amounts invested. 

Monitoring of Investment Counterparties 
 

Counterparty credit ratings are monitored by the Treasury Officer on a daily 

basis via e-mail communications from our Treasury Advisors.  Any changes to 
counterparty ratings or ownership groups will be communicated to management 

as appropriate. A recommendation will then be put forward to alter the 
counterparty list if required. 

 
Treasury Function Performance Indicators 

 

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. 

 

The following Treasury Management performance indicators will be used to 
measure performance and will be included in the Annual Treasury Report: 

 
 investment returns benchmarked against the average 7 day LIBOR for 

the year; 

 average rate of return on investments; 
 investment management costs per average sum invested; 

 annual debt management cost; 
 cost of borrowing, and; 
 FTE staff involved in Treasury Management function 

 
At the end of the financial year, the Council will also report on its investment 

activity as part of the Annual Treasury Report. 
 
7.4 Investment Rate Forecasts 

 

Our Treasury advisors, Capita Asset Services have adopted the view of a slow 
return to growth with a 0.25% increase in base rate not materialising until June 

2016, reaching 1.00% by the end of March 2017. 
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Investment return forecasts have been built into our MTFS for future financial 

years as follows on a cautious basis:-  

2016/17    1.00% 

2017/18    1.50% 

2018/19    2.00% 

2019/20  2.50% 

2020/21  3.00% 

 

There are downside risks to these forecasts if economic growth weakens, 
however should the pace of growth quicken, there could be an upside risk. The 
market currently continues to offer very poor rates of return for investments 

both short and long term. High street banks had been offering relatively 
competitive rates, however now that most banks have improved their balance 

sheet positions as a result of new laws introduced as a reaction to the banking 
crisis their appetites for cash have reduced, in turn reducing their interest 
rates.  

 
Given the uncertainty around the extent of economic recovery and future 

interest rates, the Council will continue to monitor this developing area and 
reflect the latest views in its quarterly financial monitoring reports. 
 

7.5 Investment treasury indicator and limit 
 

Total principal funds invested for greater than 364 days. These limits are set 
with regard to the Council’s liquidity requirements and to reduce the need for 
early sale of an investment and are based on the availability of funds after each 

year-end.  
 

 2016/17 2017/18 2018/19 

Maximum principal 

sums invested > 
364 days 

 

£4m 

 

£4m 

 

£4m 

 
 

    


