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1 Purpose 

1.1 To provide Members with a half-yearly report on the Strategy and Plan for 
Treasury Management during the financial year 2022/23. 

2 Recommendation 

 It is recommended that Accounts & Governance: 

2.1 Note the report. 

2.2 Endorse the decision to amend the upper limit for long-term investments to 
£8000k in Section 10.1 of the Treasury Management Strategy and Plan 
2022/23, as set out in Section 3.4 of this report, and recommend to Council. 

 It is recommended that Council: 

2.3 Note the report. 

2.3 Approve the amendment of the upper limit for long-term investments to 
£8000k in Section 10.1 of the Treasury Management Strategy and Plan 
2022/23, as set out in Section 3.4 of this report. 

3 Report Details 

3.1 At Council on 24 February 2022, the Treasury Management Strategy 
Statement for 2022/23 was approved (CI/79/02/22). Members should be 
briefed at least twice a year on the Council’s Treasury Management Strategy. 
The requirement to do this is in line with the CIPFA Treasury Management 
Code (2018) and is included in the Council’s Treasury Management Policy 
Document (available via the Council’s website). 

3.2 The Q4 outturn position was approved at Cabinet on 18 October 2022 (Item 
CAB/47/10/22). The provisional outturn position has not identified any 
changes required to borrowing limits. 

3.3  The audit of the Statement of Accounts for 21/22 has not yet been completed 
and the final outturn against the prudential indicators presented in Appendix A 



has been prepared using the draft outturn figures which were presented to 
Cabinet on 18 October 2022. 

3.4  As part of the six-monthly review, it has been identified Treasury Management 
Strategy and Plan for 2022/23 amended the Investment Limit of 364 days in 
Section 10.1 down to £4,000k from £8,000k. As the level of long-term 
investments at that time was over £4,000k, this was done in error and we 
recommend that this is returned to the original value of £8,000k. This 
investment limit is set to contain exposure to the possibility of loss that may 
arise as a result of the Council having to seek early realisation of the sums 
invested. Given the high level of cash and cash equivalents currently held by 
the Council (£17,361k at 31 March 2022), this is considered a low risk. 

3.5 Included at Appendix B, are the Quarter 2 results for the Treasury 
Management Service. There are two major variances to budget: 

 3.4.1 Interest Received. The base interest rate at the time of setting the 
budget was 0.5% and although the budget allowed for a small increase in 
interest rates in-line with the market forecast at the time, the rate has 
increased more than anticipated to the current rate of 3%. The revised 
forecast is prudent and may well be exceeded if interest rates maintain their 
high level. The amounts invested are also above that planned due to delays in 
capital programme, in particular in relation to Voreda House. 

 3.4.2 Heart of Cumbria. No loan interest was budgeted for the loan to Heart 
of Cumbria as, at the time of budget setting, it was hoped to bring the assets 
and hence loan into the Council by 31 March 2022. However, due to a 
shortfall in resourcing, this has been delayed and is now planned for January 
2023. This additional income, alongside the savings in costs, are offset by the 
reduction in direct rent received due to the delays. 

3.6 There are no other changes to the Strategy or Plan required following the first 
six months of 2022/23. All investment activity has been in line with the 
approved strategy. No external borrowing has been required, or is anticipated 
to be required, to support the Capital Programme. 

4 Policy Framework 

4.1 The Council has four corporate priorities which are: 

 Sustainable; 

 Healthy, safe and secure; 

 Connected; and 

 Creative 

4.2 This report meets the Sustainable corporate priority. 

5 Consultation 

5.1 The report is for noting and does not contain any decisions that require wider 
consultation. 



6 Implications 

6.1 Financial and Resources 

6.1.1 Any decision to reduce or increase resources or alternatively increase income 
must be made within the context of the Council’s stated priorities, as set out in 
its Council Plan 2019-2023 as agreed at Council on 7 November 2019. 

6.1.2 Determining and pursuing a suitable Strategy will ensure that the expected 
budget income from interest on investments for the year 2021/22 is achieved. 

6.2 Legal 

6.2.1 There are no legal implications. 

6.3 Human Resources 

6.3.1 There are no human resource Implications. 

6.4 Environmental 

6.4.1 There are no environmental implications. 

6.5 Statutory Considerations 

Consideration: Details of any implications and proposed 
measures to address: 

Equality and Diversity No implications. 

Health, Social 
Environmental and 
Economic Impact 

No implications. 

Crime and Disorder No implications. 

Children and 
Safeguarding 

No implications. 

6.6 Risk Management 

Risk Consequence Controls 
Required 

The main risks in treasury 
management are financial ones.  
These are identified in the Council’s 
Treasury Management Practices 
and the main risks in these 
activities are:  

• liquidity;  

• markets or investment;  

• inflation;  

• credit and counterparty; 

• legal and regulatory. 

Poor practices 
implemented, 
diminished 
interest returns, 
loss of capital 
invested, poor 
liquidity (funds 
available when 
required). 

The Council’s 

strategies guard 

against most of 

these risks. 

7 Other Options Considered 

7.1 No other options have been considered. 



8 Reasons for the Decision/Recommendation 

8.1 To ensure that the controls around investment and borrowing activity are met. 

Tracking Information 

Governance Check Date Considered 

Chief Finance Officer (or Deputy) N/A 

Monitoring Officer (or Deputy) N/A 

Relevant Assistant Director 29/11/22 (AD Finance) 

 

Background Papers:  Treasury Management Strategy, approved at Council, 25 February 

2021, available via the Council agenda, report Reference 

CI/77/02/21  

  CIPFA’s Treasury Management and Prudential Codes  

  Treasury Management Practices document available via the website  

Appendices:  Appendix A - Prudential and Treasury Indicators 2021/22 Outturn  

Appendix B – Treasury Management Service Q2 Financial Monitoring 

Contact Officer:  Marianne Bastille, Assistant Director Finance 
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Appendix A 

Prudential and Treasury Indicators 2021/22 Outturn  

1.  Background 

1.1  There is a requirement under the Local Government Act 2003 for local 
authorities to have regard to CIPFA’s Treasury Management Code and Prudential 
Code for Capital  

Finance in Local Authorities (the “CIPFA Prudential Code”) when setting and 
reviewing their Prudential Indicators. Authorities are required to report actual 
performance against these indicators and this is presented below.  

2.  Gross Debt and the Capital Financing Requirement  

2.1  This is a key indicator of prudence.  In order to ensure that, over the medium 
term, borrowing will only be for a capital purpose, the Council should ensure that the 
external borrowing does not, except in the short term, exceed the total of the capital 
financing requirement (CFR) in the preceding year, plus the estimates of any 
additional increases to the capital financing requirement for the current and next two 
financial years.  

  Table 1: Gross debt and the Capital Financing Requirement  

 2020/21  2021/22  2021/22  

  Actual  Estimate  Actual  

 £’000  £’000  £’000  

CFR closing  1,375  1,957 1,973 

Gross Borrowing  1,024  594 610 

Under/over borrowed (-/+)  -351 -1,363 -1,363 

2.2  Table 1 shows that the Council had no difficulty meeting this requirement in 
2021/22, nor are there any difficulties envisaged for future years.    

3.  Capital Expenditure  

3.1  This indicator is set to ensure that the level of proposed capital expenditure is 
reflected within the Council’s Treasury strategy:  

  Table 2: Capital Expenditure  

 2020/21  2021/22  2021/22 

  Actual  Estimate  Actual  

 £000  £’000  £’000  

Capital Expenditure  2,485  4,307 4,161 

  The full details of the capital expenditure and the variances against the capital 
budgets for 2021/22 are included within the capital outturn report, presented to 
Cabinet on 18 October 2022.  
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4.  Ratio of Financing Costs to Net Revenue Stream  

4.1  This is an indicator of affordability and highlights the revenue implications of 
capital expenditure by identifying the proportion of the revenue budget required to 
meet financing costs.  The definition of financing costs is set out in the Prudential 
Code.  

4.2  The ratio is based on costs net of investment income:  

  Table 3: Ratio of financing costs to net revenue stream  

 2020/21  2021/22  2021/22  

  Actual  Estimate  Actual  

 £000  %  £’000  

Ratio of Financing Costs 

to Net Revenue Stream  
-5.2%  -3.5% -3.5% 

 The negative value shows that EDC have net financing income rather than costs. 

5. Authorised Limit and Operational Boundary for External Debt  

5.1  The authorised limit and operational boundary set maximum level of external 
borrowing for the Council. There was no new borrowing during 2021/22; the level of 
external debt (maximum balance during the period of £nil) was within these limits 
(authorised limit £nil, operational boundary £nil).  

6.  Adoption of the CIPFA Treasury Management Code  

6.1  This indicator demonstrates that the Council has adopted the principles of best 
practice. The Council approved the adoption of the CIPFA Treasury Management 
Code for 2021/22.  

7.  Upper Limits for Fixed Interest Rate Exposure and Variable Interest 
Rate Exposure  

7.1  These indicators allow the Council to manage the extent to which it is exposed 
to changes in interest rates.  This Council calculates these limits on net principal 
outstanding sums (fixed rate debt net of fixed rate investments).  

7.2  The indicators provide freedom to manage the portfolio in line with the needs of 
the Council and the instruments available in the market. Borrowings were all fixed 
interest instalment type loans. Investments were a mixture of fixed and variable 
instruments.  

 Table 4: Interest rate exposure  

Interest Rate 
Exposures  

2020/21 
Actual 
£000  

2021/22 
Estimate 

£000  

2021/22 
Actual 
£000  

 %  %  %  

Upper Limit for Fixed 
Interest Rate Exposure 
on Debt  

100  100  100  

Upper Limit for Fixed 
Interest Rate Exposure 
on Investments  

-100%  -100  -100  
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Net Fixed Exposure  0%  0%  0  

Upper Limit for Variable 
Interest Rate Exposure 
on Debt  

0  0  0  

Upper Limit for Variable 
Interest Rate Exposure 
on Investments  

-100%  -100  -100  

Net Variable Exposure  -0%  -0%  0  

8.  Maturity Structure of Fixed Rate Borrowing  

8.1  This indicator highlights the existence of any large concentrations of fixed rate 
debt needing to be replaced at times of uncertainty over interest rates and is designed 
to protect against excessive exposures to interest rate changes in any one period, in 
particular, in the course of the next ten years.  

8.2  It is calculated as the amount of projected borrowing that is fixed rate maturing 
in each period as a percentage of total projected borrowing that is fixed rate.  The 
maturity of borrowing is determined by reference to the earliest date on which the 
lender can require payment. The total level of external debt outstanding at 31 March 
2021 was £0, so this is not judged to present a significant risk in terms of cash flow. 

Table 5: Maturity structure of external borrowing  

Maturity Structure of 
Fixed Rate Borrowing  

At 31/3/21  At 31/3/22  Lower 
Limit for 
2022/23  

Upper 
Limit for 
2022/23  

Under 12 months  0%  0%  0%  100%  

12 months and within 
24 months  

0%  0%  
0%  100%  

24 months and within 
5 years  

0%  0%  
0%  100%  

5 years and within 
10 years  

0%  0%  
0%  100%  

10 years and above  0%  0%  0%  100%  

9.  Upper Limit for Total Principal Sums Invested over 364 Days  

9.1  The purpose of this limit is to contain exposure to the possibility of loss that 
may arise as a result of the Council having to seek early repayment of the sums 
invested.  
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Table 6: Sums invested for more than 364 days:  

  2020/21 
Actual  
£000  

2021/22 
Limit  
£’000  

2021/22 
Actual  
£’000  

Upper Limit/Actual for 
total principal sums 
invested over 364 days  

4,169 4,000 4,901 

This Upper Limit represents investment in CCLA Fund. This valuation of EDC investment in 

this fund was £4,901k as at 31 March 2022. This limit was set at £8,000k in previous years 

however was amended in error down to £4,000k in the Treasury Management Strategy and 

Plan for 2022/23. A recommendation is being made to set this limit back to £8,000k. 
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Appendix B 
 
Treasury Management Q2 Financial Monitoring 
 

YTD Budget Q2 Actual Variance FY Budget Forecast Variance Commentary

£ £ £ £ £ £

Interest Received (40,500) (96,995) (56,495) (81,000) (200,000) (119,000)

Increased interest rate and increased funds due to 

delays in capital programme

Finance Lease Interest (9,462) (10,500) (1,038) (20,500) (20,810) (310)

Interest Loans (11,870) (9,444) 2,426 (17,370) (18,887) (1,517)

Property Fund Dividend (92,000) (98,083) (6,083) (184,000) (196,165) (12,165) Forecast based on year to date performance

Heart of Cumbria Loan 0 (46,812) (46,812) 0 (72,068) (72,068)

Loan interest has been received due to the delay 

in bringing Heart of Cumbria operations into the 

Council. The additional income as well as delays to 

direct costs being incurred are offset by lack of 

rent which was budgeted for.

Interest Costs of Internal Borrowing 20,769 0 (20,769) 45,000 45,000 0 This is added as a year end adjustment

Professional Fees 5,893 7,665 1,772 11,870 11,450 (420)

Other Costs/Income 13,930 15,260 1,330 27,860 30,000 2,140

TOTAL (113,239) (238,908) (125,670) (218,140) (421,480) (203,340)

Year to Date - 6 months Full Year

 


