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Summary 

On the 20 February 2014, Full Council approved the 2014/15 Treasury 
Management Strategy.  As part of that strategy and in line with the Chartered 
Institute of Public Finance Accountancy’s (CIPFA) code of Practice for Treasury 
Management, there should be a review of that strategy at least half yearly.  This 
report includes the mid-year review of the Treasury Management Strategy 2014/15 
and also invites members to comment on the Council’s Treasury Management 
Strategy for the 2015/16 financial year. 

1. Budget and Policy Framework 

1.1 Audit Committee is responsible for the scrutiny of the Council’s Treasury 
Management, Investment Strategy and Minimum Revenue Provision 
Policy Statement along with Treasury Management Practices and 
associated Schedules.

1.2 The Chartered Institute of Public Finance and Accountancy’s (CIPFA) 
Code of Practice on Treasury Management (revised 2011) was adopted 
by this Council on 24 January 2013 and this requires that there be, as a 
minimum, a mid year review of treasury management strategy and 
performance together with an annual Treasury Management Strategy 
Statement. This is intended to highlight any areas of concern that have 
arisen since the original strategy was approved.

1.3 This report combines the Mid-year Review Report 2014/15 and the 
Minimum Revenue Provision Policy Statement and Annual Investment 
Strategy 2015/16. It is scheduled for consideration by Cabinet on 10 
February 2015 and Council on 26 February 2015.



2. Background

2.1 The Council operates a balanced budget, which broadly means cash 
raised during the year will meet its cash expenditure. Part of the treasury 
management operations ensures this cash flow is adequately planned, 
with surplus monies being invested in low risk counterparties, providing 
adequate liquidity before considering maximising investment return.

2.2 The second main function of the treasury management service is the 
funding of the Council’s capital plans.  These capital plans provide a guide 
to the borrowing need of the Council, essentially the longer-term cash flow 
planning to ensure the Council can meet its capital spending operations.  
This management of longer-term cash may involve arranging long or 
short-term loans, or using long-term cash flow surpluses, and on occasion, 
debt previously incurred may be restructured to meet Council risk or cost 
objectives.  

2.3 As a consequence treasury management is defined as:

“The management of the local authority’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. ”

2.4 The Chartered Institute of Public Finance and Accountancy’s (CIPFA) 
Code of Practice on Treasury Management (revised 2011) was adopted 
by this Council on 24 January 2013.

2.5 The primary requirements of the Code are as follows: 

 Creation and maintenance of a Treasury Management Policy Statement 
which sets out the policies and objectives of the Council’s treasury 
management activities.

 Creation and maintenance of Treasury Management Practices which 
set out the manner in which the Council will seek to achieve those 
policies and objectives.

 Receipt by full council of an annual Treasury Management Strategy 
Statement - including the Annual Investment Strategy and Minimum 
Revenue Provision Policy - for the year ahead, a Mid-year Review 
Report and an Annual Report (stewardship report) covering activities 
during the previous year. This report combines the Treasury 
Management Strategy and the Mid-year Review Report.

 Delegation by the Council of responsibilities for implementing and 
monitoring treasury management policies and practices and for the 
execution and administration of treasury management decisions.

 Delegation by the Council of the role of scrutiny of treasury 
management strategy and policies to a specific named body.  For this 
Council the delegated body is Audit Committee.

2.6  The mid-year report element of this report has been prepared in 
compliance with CIPFA’s Code of Practice on Treasury Management, and 
covers the following:



 An economic update for the first six months of 2014/15
 A review of the Treasury Management Strategy Statement and Annual        

Investment Strategy 
 A review of the Council’s investment portfolio for 2014/15
 A review of the Council’s borrowing strategy for 2014//15
 A review of any debt rescheduling undertaken during 2014/15
 A review of compliance with Treasury and Prudential Limits for 2014/15.

2.7 The prudential and treasury indicators and treasury strategy sections of 
this report covers two main areas:

Capital issues
 The capital plans and the prudential indicators
 The minimum revenue (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 use of external service providers

2.8 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.

3. MID-YEAR REVIEW 2015/15

3.1.1 Key Changes to the Treasury and Capital Strategies

3.1.1 The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have, 
through much of the financial crisis, provided some institutions with a ratings 
“uplift” due to implied levels of sovereign support. More recently, in response 
to the evolving regulatory regime, the agencies have indicated they may 
remove these “uplifts”, making the Support, Financial Strength and Viability 
ratings redundant. This process may commence during this financial year. 
The actual timing of the changes is still subject to discussion, but this does 
mean immediate changes to the credit methodology are required.

3.1.2 As a result of these rating agency changes, the credit element of our 
future methodology will focus solely on the Short and Long Term ratings of 
an institution. Rating Watch and Outlook information will continue to be 
assessed where it relates to these categories. This is the same process 
for Standard & Poor’s that we have always taken, but a change to the use 
of Fitch and Moody’s ratings. Furthermore, we will continue to utilise CDS 
prices as an overlay to ratings in our new methodology



3.2 Economic performance to date and outlook

3.2.1     U.K.
3.2.1.1 After strong UK GDP quarterly growth of 0.7%, 0.8% and 0.7% in quarters 

2, 3 and 4 respectively in 2013, (2013 annual rate 2.7%), and 0.7% in Q1, 
0.9% in Q2 and a first estimate of 0.7% in Q3 2014 (annual rate 3.1% in 
Q3), it appears very likely that strong growth will continue into 2015 as 
forward surveys for the services and construction sectors, are very 
encouraging and business investment is also strongly recovering.  The 
manufacturing sector has also been encouraging though the latest figures 
indicate a weakening in the future trend rate of growth.  However, for this 
recovery to become more balanced and sustainable in the longer term, the 
recovery needs to move away from dependence on consumer expenditure 
and the housing market to exporting, and particularly of manufactured 
goods, both of which need to substantially improve on their recent 
lacklustre performance.  This overall strong growth has resulted in 
unemployment falling much faster through the initial threshold of 7%, set 
by the Monetary Policy Committee (MPC) last August, before it said it 
would consider any increases in Bank Rate.  The MPC has, therefore, 
subsequently broadened its forward guidance by adopting five qualitative 
principles and looking at a much wider range of about eighteen indicators 
in order to form a view on how much slack there is in the economy and 
how quickly slack is being used up. The MPC is particularly concerned 
that the current squeeze on the disposable incomes of consumers should 
be reversed by wage inflation rising back above the level of inflation in 
order to ensure that the recovery will be sustainable.  There also needs to 
be a major improvement in labour productivity, which has languished at 
dismal levels since 2008, to support increases in pay rates.  Most 
economic forecasters are expecting growth to peak in 2014 and then to 
ease off a little, though still remaining strong, in 2015 and 2016.  
Unemployment is therefore expected to keep on its downward trend and 
this is likely to eventually feed through into a return to significant increases 
in pay rates at some point during the next three years.  However, just how 
much those future increases in pay rates will counteract the depressive 
effect of increases in Bank Rate on consumer confidence, the rate of 
growth in consumer expenditure and the buoyancy of the housing market, 
are areas that will need to be kept under regular review.

3.2.1.2 Also encouraging has been the sharp fall in inflation (CPI), reaching 1.2% in 
September, the lowest rate since 2009.  Forward indications are that inflation 
is likely to fall further in 2014-15 to possibly 1%. Overall, markets are 
expecting that the MPC will be cautious in raising Bank Rate as it will want to 
protect heavily indebted consumers from too early an increase in Bank Rate 
at a time when inflationary pressures are also weak.  A first increase in Bank 
Rate is therefore expected in Q2 2015 and they expect increases after that to 
be at a slow pace to lower levels than prevailed before 2008 as increases in 
Bank Rate will have a much bigger effect on heavily indebted consumers than 
they did before 2008. 

3.2.1.3 The return to strong growth has also helped lower forecasts for the increase in 
Government debt by £73bn over the next five years, as announced in the 
2013 Autumn Statement, and by an additional £24bn, as announced in the 
March 2014 Budget - which also forecast a return to a significant budget 



surplus, (of £5bn), in 2018-19.  However, monthly public sector deficit figures 
have disappointed so far in 2014/15.

3.2.2    U.S.
3.2.2.1 In September, the Federal Reserve continued with its monthly $10bn 

reductions in asset purchases, which started in December 2013. Asset 
purchases have now fallen from $85bn to $15bn. The programme of 
Quantitative Easing has now ended but the Federal Reserve will continue to 
reinvest in maturing securities. First quarter GDP figures for the US were 
depressed by exceptionally bad winter weather, but growth rebounded very 
strongly in Q2 to 4.6% (annualised).

3.2.2.2 The U.S. faces similar debt problems to those of the UK, but thanks to 
reasonable growth, cuts in government expenditure and tax rises, the annual 
government deficit has been halved from its peak without appearing to do too 
much damage to growth, although the weak labour force participation rate 
remains a matter of key concern for the Federal Reserve when considering 
the amount of slack in the economy and monetary policy decisions.

3.2.3     Eurozone
3.2.3.1 The Eurozone is facing an increasing threat from weak or negative growth and 

from deflation.  In September, the inflation rate fell further, to reach a low of 
0.3%.  However, this is an average for all EZ countries and includes some 
countries with negative rates of inflation.  Accordingly, the ECB took some 
rather limited action in June to loosen monetary policy in order to promote 
growth. In September it took further action to cut its benchmark rate to only 
0.05%, its deposit rate to -0.2% and to start a programme of purchases of 
corporate debt.  However, it has not embarked yet on full quantitative easing 
(purchase of sovereign debt). 

3.2.3.2 Concern in financial markets for the Eurozone subsided considerably during 
2013.  However, sovereign debt difficulties have not gone away and major 
issues could return in respect of any countries that do not dynamically address 
fundamental issues of low growth, international uncompetitiveness and the 
need for overdue reforms of the economy, (as Ireland has done).  It is, 
therefore, possible over the next few years that levels of government debt to 
GDP ratios could continue to rise for some countries. This could mean that 
sovereign debt concerns have not disappeared but, rather, have only been 
postponed. 

3.2.4     China and Japan
3.2.4.1 Japan is causing considerable concern as the increase in sales tax in April 

has suppressed consumer expenditure and growth.  In Q2 growth was -1.8% 
q/q and -7.1% over the previous year. The Government is hoping that this is a 
temporary blip.

3.2.4.2 As for China, Government action in 2014 to stimulate the economy appeared 
to be putting the target of 7.5% growth within achievable reach but recent data 
has raised fresh concerns. There are also major concerns as to the 
creditworthiness of much bank lending to corporates and local government 
during the post 2008 credit expansion period and whether the bursting of a 
bubble in housing prices is drawing nearer.



3.2.5 Interest rate forecasts 
3.2.5.1 The Council’s treasury advisor, Capita Asset Services, has provided the 

following forecast:

3.2.5.2 Capita Asset Services undertook a review of its interest rate forecasts on 24 
October. During September and October, a further rise in geopolitical 
concerns, principally over Ukraine but also over the Middle East, plus fears 
around Ebola and an accumulation of dismal growth news in most of the ten 
largest economies of the world and also on the growing risk of deflation in the 
Eurozone, had sparked a flight from equities into safe havens like gilts and 
depressed PWLB rates.  However, there is much volatility in rates as news 
ebbs and flows in negative or positive ways. This latest forecast includes a 
first increase in Bank Rate in quarter 2 of 2015. 

3.2.5.3 Our PWLB forecasts are based around a balance of risks.  However, there are 
potential upside risks, especially for longer term PWLB rates, as follows: -
 A further surge in investor confidence that robust world economic growth is 

firmly expected, causing a flow of funds out of bonds and into equities.
 UK inflation being significantly higher than in the wider EU and US, causing 

an increase in the inflation premium inherent to gilt yields. 

3.2.5.4 Downside risks currently include: 

 The situation over Ukraine poses a major threat to EZ and world growth if it 
was to deteriorate into economic warfare between the West and Russia 
where Russia resorted to using its control over gas supplies to Europe.

 Fears generated by the potential impact of Ebola around the world
 UK strong economic growth is currently mainly dependent on consumer 

spending and the potentially unsustainable boom in the housing market.  
The boost from these sources is likely to fade after 2014.

 A weak rebalancing of UK growth to exporting and business investment 
causing a weakening of overall economic growth beyond 2014.

 Weak growth or recession in the UK’s main trading partner - the EU, 
inhibiting economic recovery in the UK.

 A return to weak economic growth in the US, UK and China causing major 
disappointment in investor and market expectations.

 A resurgence of the Eurozone sovereign debt crisis caused by ongoing 
deterioration in government debt to GDP ratios to the point where financial 
markets lose confidence in the financial viability of one or more countries 
and in the ability of the ECB and Eurozone governments to deal with the 
potential size of the crisis.



 Recapitalisation of European banks requiring more government financial 
support.

 Lack of support by populaces in Eurozone countries for austerity 
programmes, especially in countries with very high unemployment rates 
e.g. Greece and Spain, which face huge challenges in engineering 
economic growth to correct their budget deficits on a sustainable basis.

 Italy: the political situation has improved but it remains to be seen whether 
the new government is able to deliver the austerity programme required 
and a programme of overdue reforms.  Italy has the third highest 
government debt mountain in the world.

 France: after being elected on an anti austerity platform, President 
Hollande has embraced a €50bn programme of public sector cuts over the 
next three years.  However, there could be major obstacles in implementing 
this programme. Major overdue reforms of employment practices and an 
increase in competiveness are also urgently required to lift the economy out 
of stagnation.  

 Monetary policy action failing to stimulate sustainable growth in western 
economies, especially the Eurozone and Japan.

 Heightened political risks in the Middle East and East Asia could trigger 
safe haven flows back into bonds.

 There are also increasing concerns at the reluctance of western central 
banks to raise interest rates significantly for some years, plus the huge QE 
measures which remain in place (and may be added to by the ECB in the 
near future).  This has created potentially unstable flows of liquidity 
searching for yield and, therefore, heightened the potential for an increase 
in risks in order to get higher returns. This is a return to a similar 
environment to the one which led to the 2008 financial crisis. 

3.3 Treasury Management Strategy Statement and Annual Investment 
Strategy 2014/15 update

3.3.1 The Treasury Management Strategy Statement (TMSS) for 2014/15 was 
approved by Council on 20 February 2014.  There are no policy changes 
to the TMSS for 2014/15.  

3.3.2.1 Limits to Borrowing Activity

3.3.2.1 The first key control over the treasury activity is a prudential indicator to 
ensure that over the medium term, net borrowing (borrowing less 
investments) will only be for a capital purpose.  Net external borrowing 
should not, except in the short term, exceed the total of Capital Financing 
Requirement (CFR) in the preceding year plus the estimates of any 
additional CFR for 2013/14 and next two financial years.  This allows 
some flexibility for limited early borrowing for future years. The Council has 
approved a policy for borrowing in advance of need which will be adhered 
to if this proves prudent. 



* Embedded Leases (on balance sheet)

3.3.2.2 The Chief Finance Officer reports that no difficulties are envisaged for the 
current or future years in complying with this prudential indicator for 
maintaining net borrowing to CFR.

3.3.2.3 A further prudential indicator controls the overall level of borrowing. This is 
the Authorised Limit, which 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 in longer-term scenario.  It is a forecast of 
maximum borrowing requirement with some capacity for unexpected 
movements. This is the statutory limit determined under section 3 (1) of 
the Local Government Act 2003.  The council’s authorised borrowing limit 
for 2014/15 is £428.682 million and it will not exceed this limit.

3.4 Investment Portfolio 2013/14
3.4.1 In accordance with the Code, it is the Council’s priority to ensure security 

of capital and liquidity, and to obtain an appropriate level of return which is 
consistent with the Council’s risk appetite.  As set out in Section 3.2, it is a 
very difficult investment market in terms of earning the level of interest 
rates commonly seen in previous decades as rates are very low and in line 
with the 0.5% Bank Rate.  Indeed, the Funding for Lending scheme has 
reduced market investment rates even further.  The potential for a 
prolonging of the Eurozone sovereign debt crisis, and its impact on banks, 
prompts a low risk and short term strategy.  Given this risk environment, 
investment returns are likely to remain low. 

3.4.2 The Council held £54.475m of investments as at 30 September 2014 
(£39.3m at 31 March 2014) and the investment portfolio yield for the first 
six months of the year is 1.14% against a Capita benchmark of 0.72 % 

3.4.3 A full list of investment held as at 30 September 2014 is shown below:

2014/15
Original
Estimate

£000

Current 
Position

30 Sept 2014
£000

Gross borrowing 162,324 164,103
Plus other long term liabilities* 3,123 1,562

Gross borrowing and other long 
term liabilities

165,447 165,665

CFR (year end position) 245,648 245,265



Maturity Principal Interest

 30-Sep-
14

%

Investments 

 £m  

Core Investments – Local 
Authorities

  

City of Newcastle Upon Tyne 31/07/2019 5 2.35%

Lancashire County Council 01/08/2018 5 2.00%
Doncaster Metropolitan 
Borough Council

08/08/2019 5 2.32%

Newport City Council 10/07/2017 4.475 1.50%
   
Total In house Core 
Investments

19.475  

    
Liquid Investments    
Barclays FIBCA Account Call 20 0.65%
Svenska Handelsbanken Call 15 0.60%
    
Total Liquid Investments  35  
 

3.4.3 The Chief Financial Officer confirms that the approved limits within the 
Annual Investment Strategy have not been breached to date during the 
current financial year.

 
3.4.4 The Council’s 2014-15 outturn Finance and Interest should produce a 

surplus of £1m.

3.5 Investment Counterparty Criteria

3.5.1 The current investment counterparty criteria selection approved in the 
Treasury Strategy is meeting the requirement of the treasury management 
function.

3.5.2 The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have, 
through much of the financial crisis, provided some institutions with a ratings 
“uplift” due to implied levels of sovereign support. More recently, in response 
to the evolving regulatory regime, the agencies have indicated they may 
remove these “uplifts”. This process may commence during this financial year. 
The actual timing of the changes is still subject to discussion, but this does 
mean immediate changes to the credit methodology are required.

3.5.3 It is important to stress that the rating agency changes do not reflect any 
changes in the underlying status of the institution or credit environment, 
merely the implied level of support that has been built into ratings through the 
financial crisis. The eventual removal of implied Government support will only 



take place when the regulatory and economic environments have ensured 
that financial institutions are much stronger and less prone to failure in a 
financial crisis.

3.5.4 Both Fitch and Moody’s provide “standalone” credit ratings for financial 
institutions. For Fitch, it is the Viability Rating, while Moody’s has the Financial 
Strength Rating. Due to the future removal of sovereign support from 
institution assessments, both agencies have suggested going forward that 
these will be in line with their respective Long Term ratings. As such, there is 
no point monitoring both Long Term and these “standalone” ratings. 

3.5.6 Furthermore, Fitch has already begun assessing its Support ratings, with a 
clear expectation that these will be lowered to 5, which is defined as “A bank 
for which there is a possibility of external support, but it cannot be relied upon.” 
With all institutions likely to drop to these levels, there is little to no 
differentiation to be had by assessing Support ratings. 

3.5.7 As a result of these rating agency changes, the credit element of our future 
methodology will focus solely on the Short and Long Term ratings of an 
institution. Rating Watch and Outlook information will continue to be assessed 
where it relates to these categories. This is the same process for Standard & 
Poor’s that we have always taken, but a change to the use of Fitch and 
Moody’s ratings. Furthermore, we will continue to utilise CDS prices as an 
overlay to ratings in our new methodology.

3.6 Benchmarking

3.6.1   The in-house Treasury team, contribute to both the CIPFA and Capita 
Asset Services benchmarking clubs.  The CIPFA benchmarking is 
reported annually with the Treasury outturn report, whereas, the Capita 
Asset Services benchmarking does report quarterly.  Shown below is a 
graph showing Medway’s performance against 8 members of the Capita 
Asset Services benchmarking club.

Population Returns against Model Returns

Actual WARoR Model WARoR Difference Lower Bound Upper Bound Performance

1.14% 0.92% 0.21% 0.85% 0.99% AboveMedway Council
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3.6.2 The “x” axis of the graph shows the “Model Weighted Average Rate of 
Return”, this is easiest interpreted as the level of return we should expect 



for the level of risk that we are taking with our investment portfolio.  This is 
then plotted against the “Actual Weighted Average Rate of Return” on the 
“y” scale, running diagonally upwards across the graph are two parallel 
lines, if a Council performance falls between these lines then they are 
deemed to be receiving a return as would be expected for their level of 
risk, below these two lines and performance is considered below that 
expected and above then the return being received is above that 
expected.  As can be seen Medway’s return is “above” that expected for 
our level of risk.

3.6.3 In assessing the risk inherent in an Investment Portfolio for the 
benchmarking, three factors are taken into account,

1) The number of days to maturity of an investment.  With a larger the 
number of days left to maturity the greater the risk that an adverse 
event could occur

2) The total number of days that the investment was originally invested for, 
again the longer an authority is comfortable to invest for the greater the 
risk it is willing to take.  

3) The creditworthiness of the counterparties that the authority invests 
with.

3.6.4 The table below shows some detail from the benchmarking data 
comparing Medway in-house performance against all participants of the 
benchmarking group; Unitaries; and local councils.

Comparison of risk and returns 

RisksModel 
Weighted 
Average 
Rate of 
Return

Weighted 
Average 
Maturity 
(Days)

Weighted 
Average 

Total Time 
(Days)

Weighted 
Average 
Credit 
Risk

Weighted 
Average 
Rate of 
Return

Medway 0.92% 536 553 3.30 1.14%
Average English Unitaries (16) 204 316 3.47 0.80%
Average Total Population (182)
Average Local Benchmarking 
Group

162 232 3.33 0.72%

Brighton & Hove CC 0.71% 61 170 3.90 0.65%
East Sussex CC 0.59% 74 116 3.90 0.61%
Maidstone BC 0.54% 105 120 2.40 0.68%
Sevenoaks DC 0.64% 61 135 3.50 0.58%
Shepway DC 0.68% 143 239 2.30 0.70%
The Police & Crime 
Commissioner for Sussex

0.70% 90 199 3.50 0.62%

Tonbridge & Malling BC 0.81% 227 321 3.80 0.75%

3.7 Borrowing
3.7.1 The Council’s capital financing requirement (CFR) for 2014/15 is £245.265 

million.  The CFR denotes the Council’s underlying need to borrow for 
capital purposes.  If the CFR is positive the Council may borrow from the 
PWLB or the market (external borrowing) or from internal balances on a 
temporary basis (internal borrowing).  The balance of external and internal 
borrowing is generally driven by market conditions.  The table in section 4 
shows the Council has external borrowings of £164.103 million and has 
utilised £79.6  million of cash flow funds in lieu of borrowing. The table 



shows that the Council’s external debt is lower than the capital financing 
requirement, meaning that the Authority could borrow additional funds and 
still comply with the Prudential Code. However, in addition to the external 
debt, Medway is also responsible for meeting the costs of a proportion of 
Kent County Council’s (KCC) debt relating to assets transferred to 
Medway on local government reorganisation. Medway and KCC are 
currently exploring the possibility of transferring debt to Medway, affording  
greater financial control to Medway. If transferred the amount (£41.7m at 
31 March 2014) would be added to external debt and reduce the amount 
by which the Council was under-borrowed.  

3.7.2 The current borrowing strategy is to repay debt rather than enter into new 
borrowing as a consequence of the relationship between investment and 
borrowing interest rates. Using invested funds to repay debt also has the 
benefit of mitigating counterparty risk.  This policy has been adhered to for 
the first six months of this financial year. However, as specified within the 
strategy, in the event that it was deemed advantageous to borrow then we 
will evaluate the economic and market factors to form a view on future 
interest rates so as to determine the manner and timing of decisions to 
borrow.

3.7.3 The graph overleaf and table below show the movement in PWLB certainty 
rates for the first six months of the year to date:    

 PWLB certainty rates, half year ended 30th September 2014
(Please note that the graph below is unable to show separate lines for 25 and 50 year 
rates at some points as those rates were almost identical)

 1 Year 5 Year 10 Year 25 Year 50 Year

Low 1.20% 2.48% 3.16% 3.74% 3.72%

Date 08/04/2014 28/08/2014 28/08/2014 01/09/2014 29/08/2014

High 1.49% 2.87% 3.66% 4.30% 4.28%

Date 16/07/2014 03/07/2014 20/06/2014 03/04/2014 02/04/2014

Average 1.35% 2.66% 3.47% 4.10% 4.07%
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3.7.4 It is anticipated that no external borrowing will be undertaken during this 
financial year, unless it is found to be advantageous as mentioned in 
paragraph 6.2.

3.7.5 One of the important risks that is inherent within Treasury management is 
“Interest rate risk”.  This risk is high where a large proportion of an 
organisation’s borrowing portfolio reach termination point at the same 
time.  The organisation has then to re-finance a large proportion of their 
portfolio at a set point of time whereby they run the risk that interest rates 
may not be beneficial to the organisation.

3.7.6 In order to protect against this risk it is prudent to spread repayment dates 
over a number of years thereby reducing the risk of a large proportion of 
the portfolio being affected by adverse interest rates.

3.7.7 The graph overleaf shows the debt portfolio repayment profile as at 1 April 
2014.  It can be seen that the debt repayments are reasonably spread 
over the forthcoming decades, thereby reducing any impact of interest rate 
risk.

3.7.8 It is worth noting that the white shaded repayments are PWLB debt and 
black are LOBO’s (Lender Option Borrower Option).  All debts are being 
shown as repayable at term, although the LOBO’s have a variety of “call” 
periods of between 6 months and every 5 years.  The risk of a call 
occurring is currently low and therefore these have been shown as running 
full term.
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3.8 Debt Rescheduling

3.8.1 Debt rescheduling opportunities have been limited in the current economic 
climate and consequent structure of interest rates.  During the first six 
months of the year, no debt rescheduling was undertaken and it is not 
envisaged that any will occur before the end of the financial year.  
However, officers and the council’s financial advisers ‘Capita Asset 
Services’ will continue to monitor the situation and opportunities will be 
carefully considered.

3.9 Compliance with Treasury and Prudential Limits

3.9.1 It is a statutory duty for the Council to determine and keep under review 
the “Affordable Borrowing Limits”.  Council’s approved Treasury and 
Prudential Indicators (affordability limits) are outlined in the approved 
TMSS. 

3.9.2 During the financial year to date the Council has operated within the 
treasury limits and Prudential Indicators set out in the Council’s Treasury 
Management Strategy Statement and in compliance with the Council's 
Treasury Management Practices. 

4. Treasury Management Strategy 2015/16

4.1 Treasury management consultants

4.1.1 The Council uses Capita Asset Services, Treasury solutions as its external 
treasury management advisors.



4.1.2 The Council recognises that responsibility for treasury management 
decisions remains with the organisation at all times and will ensure that 
undue reliance is not placed upon our external service providers.

4.1.3 It also recognises that there is value in employing external providers of 
treasury management services in order to acquire access to specialist skills 
and resources. The Council will ensure that the terms of their appointment and 
the methods by which their value will be assessed are properly agreed and 
documented, and subjected to regular review.

4.2 The Prudential and Treasury Indicators 2014/2015 – 2016/2017

4.2.1 The Council’s capital expenditure plans are the key driver of treasury 
management activity.  The output of the capital expenditure plans is 
reflected in the prudential indicators, which are designed to assist 
members’ overview and confirm capital expenditure plans.

 Capital prudential indicators are summarised within Appendix 3.  These 
indicators are a summary of the Council’s capital expenditure and 
financing plans, currently reflecting the 2013/2014 approved 
programme but will need to be adjusted to accommodate additional 
resources for 2014/2015 and beyond as they become clear.

 It is a statutory duty for the Council to determine and keep under review 
how much it can afford to borrow. The amount so determined is termed 
the “Affordable Borrowing Limit”. In England and Wales the authorised 
Limit represents the legislative borrowing limit.

 The Council must have regard to the Prudential Code when setting the 
Authorised Limit, which essentially requires it to ensure that total capital 
investment remains within sustainable limits and, in particular, that the 
impact upon its future council tax and council rent levels is ‘acceptable’.  

 Whilst termed an “Affordable Borrowing Limit”, the capital plans to be 
considered for inclusion incorporate financing by both external 
borrowing and other forms of liability, such as credit arrangements. The 
Authorised Limit is to be set, on a rolling basis, for the forthcoming 
financial year and two successive financial years; details of the 
Authorised Limit can be found in appendix 3 of this report.

 The Prudential and Treasury indicators are set out in Appendix 3 to this 
report and are relevant for the purposes of setting an integrated 
treasury.

4.3 Treasury Management Strategy

4.3.1 The capital expenditure plans 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 treasury / prudential indicators, the current and 
projected debt positions and the annual investment strategy.

4.4 Borrowing Requirement

4.4.1 No borrowing (with the possible exception of HRA or any new prudential 
schemes) is envisaged for the foreseeable future because of the relative 
position of investment returns and rates for new borrowing.  With regard to 
any new borrowing, an assessment of the business and treasury position 
will be undertaken prior to deciding whether any borrowing will be carried 
out from internal or external sources. This is the policy that has been 
followed for a number of years now and as a consequence the Council is 
deemed to be significantly ‘under-borrowed’ (paragraph 10.1 refers). It is 
possible that this policy may need to be adapted to accommodate cash 
flow requirements i.e. if there is a consistent need to borrow to cover 
potential overdrafts then the internally funded capital investment will need 
to be substituted by external resource. 

4.5 Prospects for interest rates

4.5.1.1 The Council has appointed Capita Asset Services as it treasury advisor 
and part of their service is to assist the Council to formulate a view on 
interest rates.  The following table gives our central view:

Annual 
Average %

Bank Rate
%

PWLB Borrowing Rates %
(including certainty rate adjustment)

5 year 25 year 50 year
Dec 2014 0.50 2.50 3.90 3.90
Mar 2015 0.50 2.70 4.00 4.00
Jun 2015 0.75 2.70 4.10 4.10
Sep 2015 0.75 2.80 4.30 4.30
Dec 2015 1.00 2.90 4.40 4.40
Mar 2016 1.00 3.00 4.50 4.50
Jun 2016 1.25 3.10 4.60 4.60
Sep 2016 1.25 3.20 4.70 4.70
Dec 2016 1.50 3.30 4.70 4.70
Mar 2017 1.50 3.40 4.80 4.80
Jun 2017 1.75 3.50 4.80 4.80
Sep 2017 2.00 3.50 4.90 4.90
Dec 2017 2.25 3.50 4.90 4.90
Mar 2018 2.50 3.50 5.00 5.00

4.5.1.2 Until 2013, the economic recovery in the UK since 2008 had been the 
worst and slowest recovery in recent history. However, growth has 
rebounded during 2013 and especially during 2014, to surpass all 
expectations, propelled by recovery in consumer spending and the 
housing market.  Forward surveys are also currently very positive in 
indicating that growth prospects are strong for 2015, particularly in the 
services and construction sectors. However, growth in the manufacturing 
sector and in exports has weakened during 2014 due to poor growth in the 
Eurozone. There does need to be a significant rebalancing of the economy 
away from consumer spending to manufacturing, business investment and 
exporting in order for this initial stage in the recovery to become more 



firmly established. One drag on the economy is that wage inflation has 
been lower than CPI inflation so eroding disposable income and living 
standards, although income tax cuts have ameliorated this to some extent. 
This therefore means that labour productivity must improve significantly for 
this situation to be corrected by warranting increases in pay rates. In 
addition, the encouraging rate at which unemployment has been falling 
must eventually feed through into pressure for wage increases, though 
current views on the amount of hidden slack in the labour market probably 
means that this is unlikely to happen in the near future.The US, the main 
world economy, faces similar debt problems to the UK, but thanks to 
reasonable growth, cuts in government expenditure and tax rises, the 
annual government deficit has been halved from its peak without 
appearing to do too much damage to growth.   

4.5.1.3 The current economic outlook and structure of market interest rates and 
government debt yields have several key treasury management 
implications:
 As for the Eurozone, concerns in respect of a major crisis subsided 

considerably in 2013.  However, the downturn in growth and inflation during 
the second half of 2014, and worries over the Ukraine situation, Middle 
East and Ebola, have led to a resurgence of those concerns as risks 
increase that it could be heading into deflation and a triple dip recession 
since 2008.  Sovereign debt difficulties have not gone away and major 
concerns could return in respect of individual countries that do not 
dynamically address fundamental issues of low growth, international 
uncompetitiveness and the need for overdue reforms of the economy (as 
Ireland has done).  It is, therefore, possible over the next few years that 
levels of government debt to GDP ratios could continue to rise to levels that 
could result in a loss of investor confidence in the financial viability of such 
countries.  Counterparty risks therefore remain elevated.  This continues to 
suggest the use of higher quality counterparties for shorter time periods;

 Investment returns are likely to remain relatively low during 2015/16 and 
beyond;

 Borrowing interest rates have been volatile during 2014 as alternating bouts 
of good and bad news  have promoted optimism, and then pessimism, in 
financial markets.  During July to October 2014, a building accumulation of 
negative news has led to an overall trend of falling rates.  The policy of 
avoiding new borrowing by running down spare cash balances has served 
well over the last few years.  However, this needs to be carefully reviewed 
to avoid incurring higher borrowing costs in later times, when authorities will 
not be able to avoid new borrowing to finance new capital expenditure 
and/or to refinance maturing debt;

 There will remain a cost of carry to any new borrowing which causes an 
increase in investments as this will incur a revenue loss between borrowing 
costs and investment returns.

4.6 Borrowing strategy 

4.6.1 The Council is currently maintaining an under-borrowed position.  This 
means that the capital borrowing need (the Capital Financing 



Requirement), has not been fully funded with loan debt as cash supporting 
the Council’s reserves, balances and cash flow has been used as a 
temporary measure.  This strategy is prudent as investment returns are 
low and counterparty risk is relatively high.

4.6.2 Against this background and the risks within the economic forecast, 
caution will be adopted with the 2015/16 treasury operations.  The Director 
of Finance will monitor  interest rates in financial markets and adopt a 
pragmatic approach to changing circumstances:

 if it was felt that there was a significant risk of a sharp FALL in long and 
short term rates (e.g. due to a marked increase of risks around relapse 
into recession or of risks of deflation), then long term borrowings will be 
postponed, and potential rescheduling from fixed rate funding into short 
term borrowing will be considered.

 if it was felt that there was a significant risk of a much sharper RISE in 
long and short term rates than that currently forecast, perhaps arising 
from a greater than expected increase in the anticipated rate to US 
tapering of asset purchases, or in world economic activity or a sudden 
increase in inflation risks, then the portfolio position will be re-appraised 
with the likely action that fixed rate funding will be drawn whilst interest 
rates are still lower than they will be in the next few years.

4.6.3 Any decisions will be reported to the appropriate decision making body at 
the next available opportunity.

4.7 Current portfolio position

4.7.1 The Council’s anticipated treasury portfolio position at 31 March 2015, with 
forward projections are summarised below. The table shows the external 
debt (the treasury management operations), against the underlying capital 
borrowing need (the Capital Financing Requirement - CFR), highlighting 
any over or under borrowing. 

4.7.2 The table overleaf shows that the Council’s external debt is lower than the 
capital financing requirement, meaning that the Authority could borrow 
additional funds and still comply with the Prudential Code.  However, in 
addition to the external debt, Medway is also responsible for meeting the 
costs of a proportion of Kent Count Council’s (KCC) debt relating to assets 
transferred to Medway on local government reorganisation.  Medway and 
KCC are currently exploring the possibility of transferring debt to Medway, 
affording greater financial control to Medway.  If transferred the amount 
(£41.7m at 31 March 2014) would be added to external debt and reduce 
the amount by which the Council was under-borrowed.

Current Portfolio Position

Year End Resources

2014/15 
Anticipated 
£000

2015/16 
Anticipated 
£000

2016/17 
Anticipated 
£000

2017/18 
Anticipated 
£000

External Debt (start of yar) 164,103 164,103 168,103 168,103
Expected Change in Debt 0 4,000 0 0
External Debt (end of year) 164,103 168,103 168,103 168,103



Other long-term liabilities 
(OLTL) 1,976 1,562 1,148 734
Expected Change in OLTL -414 -414 -414 -414
OLTL (end of Year) 1,562 1,148 734 320

Total Gross Debt (end of year) 165,665 169,251 168,837 168,423
Capital Financing 
Requirement 245,265 242,014 242,049 239,560
Under/(over)borrowing 79,600 72,763 73,212 71,137

4.7.3 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 2015/2016 and the 
following two financial years. This allows some flexibility for limited early 
borrowing for future years, but ensures that borrowing is not undertaken 
for revenue purposes.    

  
4.7.4 The Chief Finance Officer reports that the Council complied with this 

prudential indicator in the current year and does not envisage difficulties 
for the future. This view takes into account current commitments, existing 
plans, and the proposals in this budget report.  

4.8 Policy on borrowing in advance of need 

4.8.1 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. Any 
decision to borrow in advance will be within forward approved Capital 
Financing Requirement estimates, and will be considered carefully to 
ensure that value for money can be demonstrated and that the Council 
can ensure the security of such funds.

4.8.2 Risks associated with any borrowing in advance activity will be subject to 
prior appraisal and subsequent reporting through the mid-year or annual 
reporting mechanism. 

4.9 Debt rescheduling

4.9.1 As short term borrowing rates will be considerably cheaper than longer 
term fixed interest rates, there may be potential opportunities to generate 
savings by switching from long term debt to short term debt.  However, 
these savings will need to be considered in the light of the current treasury 
position and the size of the cost of debt repayment (premiums incurred). 

4.9.2 The reasons for any rescheduling to take place will include: 
 the generation of cash savings and / or discounted cash flow savings;
 helping to fulfil the treasury strategy;
 enhance the balance of the portfolio (amend the maturity profile and/or 

the balance of volatility).



4.9.3 Consideration will also be given to identify if there is any residual potential 
for making savings by running down investment balances to repay debt 
prematurely as short term rates on investments are likely to be lower than 
rates paid on current debt.  

4.9.4 Decisions related to rescheduling will be similarlyreported in reviews of 
this strategy.

4.10 Annual Investment Strategy
4.10.1 Introduction: changes to credit rating methodology
4.10.1.1 The main rating agencies (Fitch, Moody’s and Standard & Poor’s) have, 

through much of the financial crisis, provided some institutions with a ratings 
“uplift” due to implied levels of sovereign support. More recently, in response 
to the evolving regulatory regime, the agencies have indicated they may 
remove these “uplifts”. This process may commence during 2014/15 and / or 
2015/16. The actual timing of the changes is still subject to discussion, but 
this does mean immediate changes to the credit methodology are required.

4.10.1.2 It is important to stress that the rating agency changes do not reflect any 
changes in the underlying status of the institution or credit environment, 
merely the implied level of sovereign support that has been built into ratings 
through the financial crisis. The eventual removal of implied sovereign 
support will only take place when the regulatory and economic environments 
have ensured that financial institutions are much stronger and less prone to 
failure in a financial crisis.

4.10.1.3 Both Fitch and Moody’s provide “standalone” credit ratings for financial 
institutions. For Fitch, it is the Viability Rating, while Moody’s has the 
Financial Strength Rating. Due to the future removal of sovereign support 
from institution assessments, both agencies have suggested going forward 
that these will be in line with their respective Long Term ratings. As such, 
there is no point monitoring both Long Term and these “standalone” ratings. 

4.10.1.4 Furthermore, Fitch has already begun assessing its Support ratings, with a 
clear expectation that these will be lowered to 5, which is defined as “A bank 
for which there is a possibility of external support, but it cannot be relied 
upon.” With all institutions likely to drop to these levels, there is little to no 
differentiation to be had by assessing Support ratings. 

4.10.1.5 As a result of these rating agency changes, the credit element of our future 
methodology will focus solely on the Short and Long Term ratings of an 
institution. Rating Watch and Outlook information will continue to be 
assessed where it relates to these categories. This is the same process for 
Standard & Poor’s that we have always taken, but a change to the use of 
Fitch and Moody’s ratings. Furthermore, we will continue to utilise CDS 
prices as an overlay to ratings in our new methodology. 

4.10.1.1 Investment policy

4.10.2.1 The Council’s investment policy has regard to the CLG’s  Guidance on 
Local Government Investments (“the Guidance”) and the revised CIPFA 
Treasury Management in Public Services Code of Practice and Cross 
Sectoral Guidance Notes (“the CIPFA TM Code”).  The Council’s 
investment priorities will be security first, liquidity second, then return.



4.10.2.2 In accordance with the above guidance from the CLG and CIPFA, and in 
order to minimise the risk to investments, the Council applies minimum 
acceptable credit criteria in order to generate a list of highly creditworthy 
counterparties which also enables diversification and thus avoidance of 
concentration risk.

4.10.2.3 Continuing regulatory changes in the banking sector are designed to see 
greater stability, lower risk and the removal of expectations of 
Government financial support should an institution fail.  This withdrawal 
of implied sovereign support is anticipated to have an effect on ratings 
applied to institutions.  This will result in the key ratings used to monitor 
counterparties being the Short Term and Long Term ratings only.  
Viability, Financial Strength and Support Ratings previously applied will 
effectively become redundant.  This change does not reflect deterioration 
in the credit environment but rather a change of method in response to 
regulatory changes.  

4.10.2.4 As with previous practice, ratings will not be the sole determinant of the 
quality of an institution and that it is important to continually assess and 
monitor the financial sector on both a micro and macro basis and in 
relation to the economic and political environments in which institutions 
operate. The assessment will also take account of information that 
reflects the opinion of the markets. To this end the Council will engage 
with its advisors to maintain a monitor on market pricing such as “credit 
default swaps” and overlay that information on top of the credit ratings. 

4.10.2.5 Other information sources used will include the financial press, share 
price and other such information pertaining to the banking sector in order 
to establish the most robust scrutiny process on the suitability of potential 
investment counterparties.

4.10.2.6 Investment instruments identified for use in the financial year are listed in 
appendix 5.3 under the ‘specified’ and ‘non-specified’ investments 
categories. Counterparty limits will be as set through the Council’s 
treasury management practices – schedules Appendix 10.

4.11 Creditworthiness policy 

4.11.1 This Council applies the creditworthiness service provided by Capita Asset 
Services.  This service employs a sophisticated modelling approach 
utilising credit ratings from the three main credit rating agencies - Fitch, 
Moody’s and Standard and Poor’s.  The credit ratings of counterparties 
are supplemented with the following overlays: 

 credit watches and credit outlooks from credit rating agencies;
 CDS spreads to give early warning of likely changes in credit ratings;
 sovereign ratings to select counterparties from only the most 

creditworthy countries.

4.11.2 This modelling approach combines credit ratings, credit watches and 
credit outlooks in a weighted scoring system which is then combined with 
an overlay of CDS spreads for which the end product is a series of colour 
coded bands which indicate the relative creditworthiness of counterparties.  



These colour codes are used by the Council to determine the suggested 
duration for investments.  The Council will therefore use counterparties 
within the following durational bands  

 Yellow 5 years *
 Dark pink 5 years for Enhanced money market funds (EMMFs) with 

a credit score of 1.25
 Light pink 5 years for Enhanced money market funds (EMMFs) with 

a credit score of 1.5
 Purple 2 years
 Blue 1 year (only applies to nationalised or semi nationalised 

UK Banks)
 Orange 1 year
 Red 6 months
 Green 100 days  
 No colour not to be used 

4.11.3 The Capita Asset Services creditworthiness service uses a wider array of 
information than just primary ratings and by using a risk weighted scoring 
system, does not give undue preponderance to just one agency’s ratings.

4.11.4 Typically the minimum credit ratings criteria the Council use will be a Short 
Term rating (Fitch or equivalents) of   F1 and a Long Term rating of A-. 
There may be occasions when the counterparty ratings from one rating 
agency are marginally lower than these ratings but may still be used.  In 
these instances consideration will be given to the whole range of ratings 
available, or other topical market information, to support their use.

4.11.5 All credit ratings will be monitored primarily via Capita Asset Services’ 
updates by officers on a continuous basis. The Council is alerted to 
changes to ratings of all three agencies through its use of our 
creditworthiness service. 
 if a downgrade results in the counterparty / investment scheme no 

longer meeting the Council’s minimum criteria, its further use as a new 
investment will be withdrawn immediately.

 in addition to the use of credit ratings the Council will be advised of 
information in movements in credit default swap spreads against the 
iTraxx benchmark and other market data on a weekly basis. Extreme 
market movements may result in downgrade of an institution or removal 
from the Council’s lending list.

4.11.6 Sole reliance will not be placed on the use of this external service.  In 
addition this Council will also use market data and market information, 
information on sovereign support for banks and the credit ratings of that 
supporting government.

4.12 Counterparty Limits

4.12.1 The current counterparty limits are a £20 million limit per counterparty and 
£25 million for counterparties with a duration rating of 12 months or above

4.12.2 No amendments are requested to these counterparty limits.



4.13 Country limits

4.13.1 The Council has determined that it will only use approved counterparties 
from countries with a minimum sovereign credit rating of AA- from Fitch (or 
equivalent), with the exception of United Kingdom, where there will be no 
restriction on the sovereign credit rating. The list of countries that qualify 
using this credit criteria as at the date of this report are shown in Appendix 
6.  This list will be added to, or deducted from, by officers should ratings 
change in accordance with this policy.

4.13.2 The Country limit is reinforced by the application of a financial limit to 
investment such that a maximum of £40 million may be invested in any 
one country save the United Kingdom where no limit is imposed. 

4.14 Investment strategy

4.14.1 In-house funds. Investments will be made with reference to the core 
balance and cash flow requirements and the outlook for short-term interest 
rates (i.e. rates for investments up to 12 months).   

4.14.2 Investment returns expectations.  Bank Rate is forecast to remain 
unchanged at  0.5% before starting to rise from quarter 2 of 2015. Bank 
Rate forecasts for financial year ends (March) are:

 
 2015/16  1.00%
 2016/17  1.50%
 2017/18  2.50%  

 
4.14.3 There are downside risks to these forecasts (i.e. start of increases in Bank 

Rate occurs later) if economic growth weakens.  However, should the 
pace of growth quicken, there could be an upside risk.

4.14.4 The suggested budgeted investment earnings rates for returns on 
investments placed for periods up to 100 days during each financial year 
for the next eight years are as follows: 

2015/16  0.90%
2016/17  1.50%
2017/18  2.00%
2018/19  2.50%
2019/20  3.00%
2020/21  3.00%
2021/22  3.25%
2022/23  3.25%
Later years 3.50%

4.15 End of year investment report

4.15.1 At the end of the financial year, the Council will report on its investment 
activity as part of its Annual Treasury Report. 



4.16 Minimum Revenue Provision (MRP)

4.16.1 The Minimum Revenue Provision is explained and the Policy Statement 
for 2014/2015 is set out at Appendix 2. The MRP calculation continues to 
be reviewed by officers, in order to apply the most financially 
advantageous and yet prudent approach to MRP.  The introduction of the 
HRA Self-financing regime leaves it open for authorities to determine an 
MRP for the HRA but there is no necessity for making such a provision. 

5 Risk management

5.1 As stated within the Treasury Strategy, a key driver for the review of the 
CIPFA code has been the exposure to risk evidenced by the Icelandic 
investments and more generally by the financial crisis.  Risk and the 
management thereof is a feature throughout the strategy and in detail 
within the Treasury Management Practices 1 (Appendix 10 ) within the 
Treasury Strategy.

6 Diversity Impact Assessment

6.1 The Treasury Management Strategy does not directly impact on members 
of the public as it deals with the management of the local authority’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.  Decisions are based upon the principles highlighted within the 
Strategy and have no impact on any one particular group. (Appendix 9)

 
7 Financial and Legal implications

7.1 The finance and legal positions are set out throughout the main body of 
the report.

8 Recommendations

8.1 Members are requested to consider this report, note its contents and pass 
comments of this report onto Cabinet

Appendices

1. Interest rate forecasts 2013-2017
2. Minimum Revenue Provision Policy Statement 2014/15
3. Prudential and Treasury Indicators 
4. Economic background
5. Specified and Non-Specified Investments
6. Approved countries for investments
7. The treasury management role of the section 151 officer
8. Scrutiny of Treasury Management
9. Diversity Impact Assessment

10. Treasury Management Practices



Lead officer contact

Jonathan Lloyd, Principal Technical Accountant
Telephone No: 01634 332787  Email: jonathan.lloyd@medway.gov.uk

Background papers 

Cabinet Treasury Management Strategy 2014/2015 4 February 2014 

Cabinet Treasury Management Strategy
Mid-Year Review Report 2013/14 17 December 2013
http://democracy.medway.gov.uk/mgconvert2pdf.aspx?id=22061



Appendix 1
PWLB rates and forecast shown below have taken into account the 20 basis point certainty rate reduction effective as of the 1st 
November 2012.



Appendix 2 
Minimum Revenue Provision Policy Statement 2015/16 
The Council implemented the new Minimum Revenue Provision (MRP) guidance in 
2007/2008, and assessed MRP for 2007/2008 onwards in accordance with the main 
recommendations contained within the guidance issued by the Secretary of State 
under section 21(1A) of the Local Government Act 2003.  

In setting the Minimum Revenue Provision Policy, Medway Council has regard to the 
guidance and will set a policy to ensure a prudent provision for the repayment of 
debt. 

The major proportion of the MRP for 2015/16 will relate to the more historic debt 
liability that will continue to be charged at the rate of 4%, in accordance with option 1 
of the guidance.  

Certain expenditure reflected within the debt liability at 31 March 2015 will, under 
delegated powers be subject to MRP under option 3, which will be charged over a 
period which is reasonably commensurate with the estimated useful life applicable to 
the nature of expenditure, using the equal annual instalment method (or annuity 
method if appropriate). For example, capital expenditure on a new building, or on the 
refurbishment or enhancement of a building, will be related to the estimated life of 
that building.

The Council will treat all expenditures as not ranking for MRP until the year after the 
scheme or asset to which they relate is completed and/or brought into use, rather 
than confine this approach solely to expenditures treated for MRP purposes under 
Option 3

Estimated life periods will be determined under delegated powers. To the extent that 
expenditure is not on the creation of an asset and is of a type that is subject to 
estimated life periods that are referred to in the guidance, these periods will generally 
be adopted by the Council.  However, the Council reserves the right to determine 
useful life periods and prudent MRP in exceptional circumstances where the 
recommendations of the guidance would not be appropriate. 

As some types of capital expenditure incurred by the Council are not capable of 
being related to an individual asset, asset lives will be assessed on a basis which 
most reasonably reflects the anticipated period of benefit that arises from the 
expenditure.  Also, whatever type of expenditure is involved, it will be grouped 
together in a manner which reflects the nature of the main component of expenditure 
and will only be divided up in cases where there are two or more major components 
with substantially different useful economic lives.

In the case of long term debtors arising from loans or other types of capital 
expenditure made by the Council which will be repaid under separate arrangements 
(such as long term investments), or where borrowing has occurred but will be repaid 
by future Capital Receipts or agreed income from other source, there will be no 
Minimum Revenue Provision made. 
 
There is no requirement on the HRA to make a minimum revenue provision





Appendix 3

Prudential and Treasury Indicators

TABLE 3: Prudential indicators 2015/16 2016/17 2017/18
Extract from budget and rent setting reports estimate estimate estimate
 £'000 £'000 £'000
 Capital Expenditure  
    Non - HRA 22,966 3336 1643
    HRA 8071 7935 4464
    TOTAL 31,037 13,168 25,717
  
 Ratio of financing costs to net revenue 
stream

 

    Non - HRA 2.92% 3.06% 3.09%
    HRA (applies only to housing authorities) 17.66% 18.38% 18.59%
  
Gross borrowing requirment  
    brought forward 1 April 164,103 168,103 168,103
    carried forward 31 March 168,103 168,103 168,103
    in year borrowing requirement 4,000 0 0
  
 In year Capital Financing Requirement  
    Non - HRA -9,873 -2,360 -1,590
    HRA (applies only to housing authorities) 3,014 2,395 -899
    TOTAL -6,859 35 -2,489 
  
 Capital Financing Requirement as at 31 
March 

 

    Non - HRA 199,484 197,124 195,533
    HRA (applies only to housing authorities) 42,530 44,926 44,027
    TOTAL 242,014 242,049 239,560
    
 Incremental impact of capital investment 
decisions

£   p £   p  

   Increase in Council Tax (band D) per annum * £0.82 -£4.98 -£0.51
   Increase in average housing rent per week £0.11 £1.48 £0.82
     (housing authorities only)    
    
* or increase in precept for police, fire and other 
authorities



TABLE 4: Treasury management indicators 2015/16 2016/17 2017/18
 estimate estimate estimate

 £'000 £'000 £'000
 Authorised Limit for external debt -  
    borrowing 420,285 418,561 414,131
    other long term liabilities 4,400 4,400 4,400
     TOTAL 424,685 422,961 418,531
  
 Operational Boundary for external debt -  
     borrowing 382,077 380,510 376,482
     other long term liabilities 4,000 4,000 4,000
     TOTAL 386,077 384,510 380,482
  
 Actual external debt 168,103 168,103 168,103
    
HRA Maximum CFR Debt Limit 45,846 45,846 45,846
  
 Upper limit for fixed interest rate exposure  
     Net principal re fixed rate borrowing / 
investments

100% 100% 100%

  
 Upper limit for variable rate exposure  
     Net principal re variable rate borrowing / 
investments

40% 40% 40%

  
 Upper limit for total principal sums invested 
for over 364 days

150,000 150,000 150,000

     (per maturity date)  
    

TABLE 5: Maturity structure of new fixed rate 
borrowing during 2014/15

Actual 
2014/15 Upper Limit Lower linit

        under 12 months 25% 75% 0%
       12 months and within 24 months 13% 50% 0%
       24 months and within 5 years 25% 50% 0%
       5 years and within 10 years 9% 50% 0%
       10 years and above 28% 100% 0%



APPENDIX 4

Economic Background

UK

Strong UK GDP quarterly growth of 0.7%, 0.8% and 0.7% in quarters 2, 3 and 4 
respectively in 2013, (2013 annual rate 2.7%), and 0.7% in Q1, 0.9% in Q2 and a first 
estimate of 0.7% in Q3 2014 (annual rate 3.1% in Q3), means that the UK will have 
the strongest rate of growth of any G7 country in 2014.  It also appears very likely 
that strong growth will continue through the second half of 2014 and into 2015 as 
forward surveys for the services and construction sectors are very encouraging and 
business investment is also strongly recovering.  The manufacturing sector has also 
been encouraging though recent figures indicate a weakening in the future trend rate 
of growth.  However, for this recovery to become more balanced and sustainable in 
the longer term, the recovery needs to move away from dependence on consumer 
expenditure and the housing market to exporting, and particularly of manufactured 
goods, both of which need to substantially improve on their recent lacklustre 
performance.  

This overall strong growth has resulted in unemployment falling much faster through 
the initial threshold of 7%, set by the Monetary Policy Committee (MPC) last 
August, before it said it would consider any increases in Bank Rate.  The MPC has, 
therefore, subsequently broadened its forward guidance by adopting five qualitative 
principles and looking at a much wider range of about eighteen indicators in order to 
form a view on how much slack there is in the economy and how quickly slack is 
being used up. The MPC is particularly concerned that the current squeeze on the 
disposable incomes of consumers should be reversed by wage inflation rising back 
above the level of inflation in order to ensure that the recovery will be sustainable.  
There also needs to be a major improvement in labour productivity, which has 
languished at dismal levels since 2008, to support increases in pay rates.  Most 
economic forecasters are expecting growth to peak in 2014 and then to ease off a 
little, though still remaining strong, in 2015 and 2016.  Unemployment is therefore 
expected to keep on its downward trend and this is likely to eventually feed through 
into a return to significant increases in pay rates at some point during the next three 
years.  However, just how much those future increases in pay rates will counteract 
the depressive effect of increases in Bank Rate on consumer confidence, the rate of 
growth in consumer expenditure and the buoyancy of the housing market, are areas 
that will need to be kept under regular review.

Also encouraging has been the sharp fall in inflation (CPI) during 2014 after being 
consistently above the MPC’s 2% target between December 2009 and December 
2013.  Inflation fell to 1.2% in September, a five year low.  Forward indications are 
that inflation is likely to fall further in 2014 to possibly near to 1% and then to remain 
near to, or under, the 2% target level over the MPC’s two year ahead time horizon.  
Overall, markets are expecting that the MPC will be cautious in raising Bank Rate as 
it will want to protect heavily indebted consumers from too early an increase in Bank 
Rate at a time when inflationary pressures are also weak.  A first increase in Bank 
Rate is therefore expected in Q2 2015 and they expect increases after that to be at a 
slow pace to lower levels than prevailed before 2008 as increases in Bank Rate will 
have a much bigger effect on heavily indebted consumers than they did before 2008. 



The return to strong growth has also helped lower forecasts for the increase in 
Government debt by £73bn over the next five years, as announced in the 2013 
Autumn Statement, and by an additional £24bn, as announced in the March 2014 
Budget - which also forecast a return to a significant budget surplus, (of £5bn), in 
2018-19.  However, monthly public sector deficit figures have disappointed so far in 
2014/15.

The Eurozone (EZ)

 The Eurozone is facing an increasing threat from weak or negative growth and from 
deflation.  In September, the inflation rate fell further, to reach a low of 0.3%.  
However, this is an average for all EZ countries and includes some countries with 
negative rates of inflation.  Accordingly, the ECB took some rather limited action in 
June to loosen monetary policy in order to promote growth. In September it took 
further action to cut its benchmark rate to only 0.05%, its deposit rate to -0.2% and to 
start a programme of purchases of corporate debt.  However, it has not embarked yet 
on full quantitative easing (purchase of sovereign debt). 

Concern in financial markets for the Eurozone subsided considerably during 2013.  
However, sovereign debt difficulties have not gone away and major issues could 
return in respect of any countries that do not dynamically address fundamental 
issues of low growth, international uncompetitiveness and the need for overdue 
reforms of the economy, (as Ireland has done).  It is, therefore, possible over the next 
few years that levels of government debt to GDP ratios could continue to rise for 
some countries. This could mean that sovereign debt concerns have not disappeared 
but, rather, have only been postponed. The ECB’s pledge in 2012 to buy unlimited 
amounts of bonds of countries which ask for a bailout has provided heavily indebted 
countries with a strong defence against market forces.  This has bought them time to 
make progress with their economies to return to growth or to reduce the degree of 
recession.  However, debt to GDP ratios (2013 figures) of Greece 180%, Italy 133%, 
Portugal 129%, Ireland 124% and Cyprus 112%, remain a cause of concern, 
especially as some of these countries are experiencing continuing rates of increase 
in debt in excess of their rate of economic growth i.e. these debt ratios are likely to 
continue to deteriorate.  Any sharp downturn in economic growth would make these 
countries particularly vulnerable to a new bout of sovereign debt crisis.  It should also 
be noted that Italy has the third biggest debt mountain in the world behind Japan and 
the US.  Greece remains particularly vulnerable but has made good progress in 
reducing its annual budget deficit and in returning, at last, to marginal economic 
growth.  Whilst a Greek exit from the Euro is now improbable in the short term, some 
commentators still view the inevitable end game as either being another major right 
off of debt or an eventual exit. 

There are also particular concerns as to whether democratically elected governments 
will lose the support of electorates suffering under EZ imposed austerity 
programmes, especially in countries like Greece and Spain which have 
unemployment rates of over 24% and unemployment among younger people of over 
50 – 60%.  There are also major concerns as to whether the governments of France 
and Italy will effectively implement austerity programmes and undertake overdue 
reforms to improve national competitiveness. Any loss of market confidence in the 
two largest Eurozone economies after Germany would present a huge challenge to 
the resources of the ECB to defend their debt.



USA

The Federal Reserve started to reduce its monthly asset purchases of $85bn in 
December 2013 by $10bn per month; these ended in October 2014, signalling 
confidence the US economic recovery would remain on track.  First quarter GDP 
figures for the US were depressed by exceptionally bad winter weather, but growth 
rebounded very strongly in Q2 to 4.6% (annualised).  The first estimate of Q3 
showed growth of 3.5% (annualised).  Annual growth during 2014 is likely to be just 
over 2%.
The U.S. faces similar debt problems to those of the UK, but thanks to reasonable 
growth, cuts in government expenditure and tax rises, the annual government deficit 
has been halved from its peak without appearing to do too much damage to growth, 
although the weak labour force participation rate remains a matter of key concern for 
the Federal Reserve when considering the amount of slack in the economy and 
monetary policy decisions.  It is currently expected that the Fed. will start increasing 
rates in mid 2015.

China

Government action in 2014 to stimulate the economy appeared to be putting the 
target of 7.5% growth within achievable reach but recent data has been mixed. There 
are also concerns that the Chinese leadership have only started to address an 
unbalanced economy which is heavily dependent on new investment expenditure, 
and for a potential bubble in the property sector to burst, as it did in Japan in the 
1990s, with its consequent impact on the financial health of the banking sector. There 
are also concerns around the potential size, and dubious creditworthiness, of some 
bank lending to local government organisations and major corporates. This primarily 
occurred during the government promoted expansion of credit, which was aimed at 
protecting the overall rate of growth in the economy after the Lehmans crisis.

Japan

Japan is causing considerable concern as the increase in sales tax in April 2014 has 
suppressed consumer expenditure and growth.  In Q2 growth was -1.8% q/q and -
7.1% over the previous year. The Government is hoping that this is a temporary blip.

CAPITA ASSET SERVICES FORWARD VIEW 

Economic forecasting remains difficult with so many external influences weighing on 
the UK. Major volatility in bond yields is likely to endure as investor fears and 
confidence ebb and flow between favouring more risky assets i.e. equities, or the 
safe haven of bonds. 

The overall longer run trend is for gilt yields and PWLB rates to rise, due to the high 
volume of gilt issuance in the UK, and of bond issuance in other major western 
countries.  Over time, an increase in investor confidence in world economic recovery 
is also likely to compound this effect as recovery will further encourage investors to 
switch from bonds to equities.  

The overall balance of risks to economic recovery in the UK is currently evenly 
weighted. However, only time will tell just how long this period of strong economic 
growth will last; it also remains exposed to vulnerabilities in a number of key areas.



The interest rate forecasts in this report are based on an initial assumption that there 
will not be a major resurgence of the EZ debt crisis, or a break-up of the EZ, but 
rather that there will be a managed, albeit painful and tortuous, resolution of the debt 
crisis where EZ institutions and governments eventually do what is necessary - but 
only when all else has been tried and failed. Under this assumed scenario, growth 
within the EZ will be tepid for the next couple of years and some EZ countries 
experiencing low or negative growth, will, over that time period, see an increase in 
total government debt to GDP ratios.  There is a significant danger that these ratios 
could rise to the point where markets lose confidence in the financial viability of one, 
or more, countries, especially if growth disappoints and / or efforts to reduce 
government deficits fail to deliver the necessary reductions. However, it is impossible 
to forecast whether any individual country will lose such confidence, or when, and so 
precipitate a sharp resurgence of the EZ debt crisis.  While the ECB has adequate 
resources to manage a debt crisis in a small EZ country, if one, or more, of the large 
countries were to experience a major crisis of market confidence, this would present 
a serious challenge to the ECB and to EZ politicians.

 Downside risks currently include: 

 The situation over Ukraine poses a major threat to EZ and world growth if it was 
to deteriorate into economic warfare between the West and Russia where Russia 
resorted to using its control over gas supplies to Europe.

 Fears generated by the potential impact of Ebola around the world

 UK strong economic growth is currently mainly dependent on consumer spending 
and the potentially unsustainable boom in the housing market.  The boost from 
these sources is likely to fade after 2014.

 A weak rebalancing of UK growth to exporting and business investment causing a 
weakening of overall economic growth beyond 2014.

 Weak growth or recession in the UK’s main trading partner - the EU, inhibiting 
economic recovery in the UK.

 A return to weak economic growth in the US, UK and China causing major 
disappointment in investor and market expectations.

 A resurgence of the Eurozone sovereign debt crisis caused by ongoing 
deterioration in government debt to GDP ratios to the point where financial 
markets lose confidence in the financial viability of one or more countries and in 
the ability of the ECB and Eurozone governments to deal with the potential size of 
the crisis.

 Recapitalisation of European banks requiring considerable government financial 
support.

 Lack of support by populaces in Eurozone countries for austerity programmes, 
especially in countries with very high unemployment rates e.g. Greece and Spain, 
which face huge challenges in engineering economic growth to correct their 
budget deficits on a sustainable basis.

 Italy: the political situation has improved but it remains to be seen whether the 
new government is able to deliver the austerity programme required and a 



programme of overdue reforms.  Italy has the third highest government debt 
mountain in the world.

 France: after being elected on an anti austerity platform, President Hollande has 
embraced a €50bn programme of public sector cuts over the next three years.  
However, there could be major obstacles in implementing this programme. Major 
overdue reforms of employment practices and an increase in competiveness are 
also urgently required to lift the economy out of stagnation.  

 Monetary policy action failing to stimulate sustainable growth in western 
economies, especially the Eurozone and Japan.

 Heightened political risks in the Middle East and East Asia could trigger safe 
haven flows back into bonds.

 There are also increasing concerns at the reluctance of western central banks to 
raise interest rates significantly for some years, plus the huge QE measures 
which remain in place (and may be added to by the ECB in the near future).  This 
has created potentially unstable flows of liquidity searching for yield and, 
therefore, heightened the potential for an increase in risks in order to get higher 
returns. This is a return to a similar environment to the one which led to the 2008 
financial crisis. 

The potential for upside risks to UK gilt yields and PWLB rates, especially for longer 
term PWLB rates include: -

 A further surge in investor confidence that robust world economic growth is firmly 
expected, causing a flow of funds out of bonds into equities.

UK inflation returning to significantly higher levels than in the wider EU and US, 
causing an increase in the inflation premium inherent to gilt yields.



Appendix 5
Specified and Non-Specified Investments

SPECIFIED INVESTMENTS: 

(All such investments will be sterling denominated, with maturities up to maximum 
of 1 year, meeting the minimum ‘high’ rating criteria where applicable)

* Minimum ‘High’ 
Credit Criteria

Use

Debt Management Agency Deposit Facility -- In-house

Term deposits – local authorities  -- In-house

Term deposits – banks and building societies See note 1 In-house

Collateralised deposit  (see note 3) UK sovereign rating In-house

Certificates of deposit issued by banks and 
building societies 

See note 1 and 2 In-house

UK Government Gilts UK sovereign rating In-house buy and hold and 
Fund Manager

Bonds issued by multilateral development banks AAA In-house buy and hold

Bond issuance issued by a financial institution 
which is explicitly guaranteed by  the UK 
Government  (refers solely to GEFCO - 
Guaranteed Export Finance Corporation)

UK sovereign rating In-house buy and hold

Sovereign bond issues (other than the UK govt) AAA In-house buy and hold

Treasury Bills UK sovereign rating In house

Government Liquidity Funds *  Long-term AAA
volatility rating V1+       

In-house 

Money Market Funds * Long-term AAA
volatility rating V1+        

In-house

Note 1. Award of “Creditworthiness” Colour by Capita Asset Services as detailed in 
paragraph 13.2 
 
Accounting treatment of investments.  The accounting treatment may differ from 
the underlying cash transactions arising from investment decisions made by this 
Council. To ensure that the Council is protected from any adverse revenue impact, 
which may arise from these differences, we will review the accounting implications of 
new transactions before they are undertaken.



NON-SPECIFIED INVESTMENTS

These are any investments which do not meet the Specified Investment criteria.  A 
maximum of 70% ** will be held in aggregate in non-specified investment

1.  Maturities of ANY period

* Minimum 
Credit Criteria

Use ** Max % of 
total 
investments

Max. maturity 
period

Fixed term deposits with 
variable rate and variable 
maturities: -Structured deposits

See note 1 In-house £10m Lower of 5 
years or Capita 
Asset Services 
duration rating

2.  Maturities in excess of 1 year
* Minimum 
Credit Criteria

Use ** Max % of 
total 
investments

Max. maturity 
period

Term deposits – local 
authorities 

-- In-house 40% 5 Years

Term deposits – banks and 
building societies 

See note 1 In-house 40% As per Capita 
Asset Services 
duration rating

Certificates of deposit issued by 
banks and building societies 
covered by UK  Government  
(explicit) guarantee

See note 1 and 2 In-house 40% As per Capita 
Asset Services 
duration rating 

Certificates of deposit issued by 
banks and building societies 

See note 1 and 2 In-house  40% As per Capita 
Asset Services 
duration rating 

UK Government Gilts  UK sovereign 
rating 

In-house and 
Fund Manager

40% In-house 
100% Fund 
Manager

In-house see 
note 1, 

Bonds issued by multilateral 
development banks 

AAA In-house 20% in-house In-house see 
note 1, 

Sovereign bond issues (other 
than the UK govt) 

AAA In-house 20% in-house In-house see 
note 1

Note 1. Award of “Creditworthiness” Colour by Capita Asset Services as detailed in 
paragraph 13.2

** If forward deposits are to be made, the forward period plus the deal period should 
not exceed one year in aggregate.  
N.B. buy and hold may also include sale at a financial year end and repurchase the 
following day in order to accommodate the requirements of SORP.



Appendix 6
Approved Countries for Investments

Based on lowest available rating

AAA                     
 Australia
 Canada
 Denmark
 Germany
 Luxembourg
 Norway
 Singapore
 Sweden
 Switzerland

AA+
 Finland
 Hong Kong
 Netherlands 
 U.K.
 U.S.A.

AA
 Abu Dhabi (UAE)
 France
 Qatar

AA-
 Belgium 
 Saudi Arabia



APPENDIX 7

The Treasury Management Role Of The Section 151 Officer

The S151 (responsible) officer
 recommending clauses, treasury management policy/practices for approval, 

reviewing the same regularly, and monitoring compliance;
 submitting regular treasury management policy reports;
 submitting budgets and budget variations;
 receiving and reviewing management information reports;
 reviewing the performance of the treasury management function;
 ensuring the adequacy of treasury management resources and skills, and the 

effective division of responsibilities within the treasury management function;
 ensuring the adequacy of internal audit, and liaising with external audit;
 recommending the appointment of external service providers. 



Appendix 8

Scrutiny of Treasury Management

1. Audit Committee –  terms of reference 

 To provide independent assurance on the adequacy of the risk 
management framework and the associated control environment, 
including consideration of the Council’s approach to risk management 
and the assurance framework, the production of the annual governance 
statement, arrangements for delivering value for money and the 
Council’s anti-fraud arrangements and anti-corruption measures;

 To receive reports in line with the Council’s whistleblowing, anti-bribery, 
covert surveillance policies and anti-money laundering policies;

 To monitor the Council’s compliance with its own published standards 
and to consider any proposals for changes to Financial Rules, Codes of 
Practice on tenders and contracts;

 To monitor financial policies and processes, including endorsement of 
improvement plans to strengthen the control environment;

 To approve the annual governance statement;

 To approve the annual accounts;

 To scrutinise the Council’s treasury management, investment strategy, 
minimum revenue provision policy statement along with treasury 
management practices and associated schedules and approve the 
annual treasury outturn;

 To discuss with the external auditor new accounting standards, 
changes to the reporting framework and the basis of the annual audit, 
including the content of performance work;

 To receive all reports by the external auditor including all performance 
reports and the annual audit and inspection letter;

 To oversee Internal Audit activity; 

 To monitor the effectiveness of Internal Audit

 To provide an independent review of the Council’s financial and non-
financial performance



2. Financial Rules

7.1 (e) The Chief Finance Officer shall report to the Audit Committee, 
Cabinet and Council before the start of the new financial year on 
borrowing and investment strategies for the ensuing year and to 
Cabinet and Audit Committee not later than September on treasury 
management activities in the previous year.

7.2 (f) Council nominates Audit Committee to be responsible for ensuring 
effective scrutiny of the treasury management strategy policies



Appendix 9
Diversity Impact Assessment: Screening Form

Directorate

BSD

Name of Function or Policy or Major Service Change

Treasury Management Strategy

Officer responsible for assessment

Jonathan Lloyd

Date of assessment

7/1/2015

New or existing?

Existing

Defining what is being assessed
1. Briefly describe the 
purpose and objectives 

The Treasury Management Strategy, is the strategy 
that the Council applies to effectively manage it’s 
Treasury Function.  This is defined by CIPFA as The 
management of the local authority’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. Who is intended to 
benefit, and in what way?

All stakeholders with a safe and effective Treasury 
Management Strategy

3. What outcomes are 
wanted?

The successful and secure management of the local 
authority’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.

4. What factors/forces 
could contribute/detract 
from the outcomes?

Contribute
Effective Strategy, 
Good planning
Effective use of 
information and 
intelligence

Detract
Resources, 
Further cuts

5. Who are the main 
stakeholders?

The Chief Finance Officer, Full Council and residents

6. Who implements this 
and who is responsible?

Chief Finance Officer, and the Treasury Team



Assessing impact 

YES
7. Are there concerns that 
there could be a differential 
impact due to racial/ethnic 
groups? NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due racial or 
ethnic group membership.

YES
8. Are there concerns that 
there could be a differential 
impact due to disability?

NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due disability.

YES
9. Are there concerns that 
there could be a differential 
impact due to gender?

NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due gender.

YES10. Are there concerns there 
could be a differential impact 
due to sexual orientation? NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due sexual 
orientation.

YES
11. Are there concerns there 
could be a have a differential 
impact due to religion or 
belief? NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 



deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due religion or 
belief.

YES12. Are there concerns there 
could be a differential impact 
due to people’s age? NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due to 
people’s age.

YES13. Are there concerns that 
there could be a differential 
impact due to being trans-
gendered or transsexual? NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact due an 
individual’s gender identity.

YES

14. Are there any other 
groups that would find it 
difficult to access/make use 
of the function (e.g. speakers 
of other languages; people 
with caring responsibilities 
or dependants; those with an 
offending past; or people 
living in rural areas)?

NO

If yes, which group(s)?

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact.

YES
15. Are there concerns there 
could be a have a differential 
impact due to multiple 
discriminations (e.g. 
disability and age)?

NO

Brief statement of main issue

What evidence exists for 
this?

The Treasury Management Strategy does not 
directly impact on members of the public as it 
deals with the Treasury management functions of 
the authority.  Decisions are based upon the 
principles highlighted within the Strategy and have 
no impact on any one particular group. Hence 
there will not be a differential impact.



Conclusions & recommendation
YES16. Could the differential 

impacts identified in 
questions 7-15 amount to 
there being the potential for 
adverse impact?

NO

Brief statement of main issue

YES
17. Can the adverse impact 
be justified on the grounds 
of promoting equality of 
opportunity for one group? 
Or another reason? NO

Please explain 

Recommendation to proceed to a full impact assessment?

NO
This function/ policy/ service change complies with the 
requirements of the legislation and there is evidence to show this 
is the case.

NO, 
BUT 
…

What is required to 
ensure this complies 
with the requirements of 
the legislation? (see DIA 
Guidance Notes)?

Minor modifications necessary (e.g. change of ‘he’ to ‘he or 
she’, re-analysis of way routine statistics are reported)

YES

Give details of key 
person responsible and 
target date for carrying 
out full impact 
assessment (see DIA 
Guidance Notes)

Action plan to make Minor modifications
Outcome Actions (with date of completion) Officer responsible



Planning ahead: Reminders for the next review
Date of next review January 2016

Areas to check at next 
review (e.g. new census 
information, new 
legislation due)

Is there another group 
(e.g. new communities) 
that is relevant and ought 
to be considered next 
time?

Signed (completing officer/service manager)
Jonathan Lloyd

Date 7/1/2015

Signed (service manager/Assistant Director)
Mick Hayward

Date 7/1/2015


