
AUDIT AND ASSURANCE COMMITTEE

Meeting date: 5 January 2018

From: Assistant Director - Finance (Section 151 
Officer)

TREASURY MANAGEMENT STRATEGY 2018/19

1.0 EXECUTIVE SUMMARY 

1.1 The Council has a statutory duty to produce a Treasury Management 
Strategy that demonstrates capital investment plans are affordable, 
prudent and sustainable. The Treasury Management Strategy 2018/19 
is currently in development and will be recommended to Council in 
February 2018 as part of the Revenue Budget 2018/19 and Medium 
Term Financial Plan. 

1.2 This report will be supplemented by a presentation at the Audit & 
Assurance Committee by the Assistant Director - Finance (Section 151 
Officer) detailing the key components of the proposed Treasury 
Management Strategy 2018/19.

1.3 Following a review of the Treasury Management Strategy 2017/18 and 
reflecting the current uncertainties within the UK economy, it is 
recommended that the Treasury Management Strategy 2018/19 retains 
the Council’s prudent approach to borrowing and investment 
decisions.

1.4 It is proposed that the Treasury Management Strategy 2018/19 be 
extended to provide the Council with the enhanced opportunity to take 
strategic and tactical decisions to borrowing and investment 
opportunities that may arise during the year.

1.5 It is further proposed that amendments are made within the Treasury 
Management Strategy 2018/19 relating to the Minimum Revenue 
Provision (MRP) Policy to reflect proposed changes to the 2017/18 MRP 
policy that will continue into 2018/19. These are considered as a 
separate report to Audit & Assurance Committee at its meeting today.

2.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS

2.1 The current Council Plan includes a set of priorities including its aim to 
be a modern and efficient Council. An appropriate Treasury 
Management policy will ensure that the Council can meet its revenue 



and capital spending obligations and effectively manage cash reserves 
and borrowing within appropriate risks. Furthermore, this will support 
the proposed new Council Vision (2018-2022) subject to consultation, 
embracing a new approach to enterprise and efficiency.

2.2 There are no direct equality implications arising out of the 
recommendations in this report.

3.0 RECOMMENDATION

3.1 That Audit & Assurance Committee:

 Note the progress in the development of the Treasury 
Management Strategy 2018/19 to be presented to Council in 
February 2018.

4.0 BACKGROUND

4.1 The primary function of the Treasury section within Finance is to:-

 manage the cash flow planning (both in the short and longer term);
 to ensure that the Council can meet its revenue and capital spending 

obligations;
 manage the Council’s borrowings / long term debt scheduling;
 manage the Council’s net interest budget.

4.2 Key to the Treasury function is the effective control of the associated risks 
and the pursuit of optimum performance consistent with those risks. Finance 
must:

 ensure the Council’s short term cash reserves are securely held (i.e. 
security of principal);

 ensure appropriate levels of cash are available to manage day to day 
payments (i.e. liquidity); and

 after both the above have been considered to maximise investment 
returns (i.e. income generation).

4.3 The approval of a Treasury Management Strategy is a statutory requirement 
for every Council. Councils are required to demonstrate that capital 
investment plans are affordable, prudent and sustainable. The Treasury 
Management Strategy 2018/19 will meet this requirement and is being 
developed in accordance with a Code of Practice produced by CIPFA.

4.4 The Treasury Management Strategy 2018/19 is currently in development as 
the officers are considering the potential impact of the current DCLG 
consultation on the proposed changes to the prudential framework of capital 
finance. The Strategy will be recommended to Council in February 2018 as 
part of the Revenue Budget 2018/19 and Medium Term Financial Plan 
paper. 



4.5 To inform the development of this Strategy, the Assistant Director - Finance 
(Section 151 Officer) will provide Audit & Assurance Committee with a 
presentation detailing the key aspects of the Strategy and proposed 
amendments from 2018/19.

4.6 The economic and financial environment in which the Council’s treasury 
operations are undertaken remains challenging and interest rates remain 
low. As a result, it is considered appropriate for the Council to continue to 
take a prudent approach to its Treasury Strategy but also to take strategic 
and tactical decisions to borrowing and investment opportunities that may 
arise during the year, subject to consideration of risks and returns.

4.7 The 2017/18 Treasury Management Strategy has been reviewed and it is 
considered that the proposed 2018/19 Strategy be broadly unchanged in 
that;

 investments will be deposited with high quality counterparties over 
relatively short periods, i.e. typically less than 1 year, and

 A flexible approach to borrowing for capital purposes will continue with 
a measured approach to balancing the short term saving from the 
current internal borrowing position against forecast longer term 
interest rate increases. 

4.8 As noted above if there are opportunities to borrow at rates below the 
forecast rates the Council will consider de-risking the internal and future 
borrowing requirement by locking in long term borrowing.   This will be kept 
under review throughout the year. 

4.9 In addition, it is proposed that the 2018/19 Treasury Management Strategy 
includes the option for the Council to enter into strategic commercial 
borrowing / investment decisions that, following appropriate due diligence, 
are considered suitable for the Council. Such decisions would be made 
within the parameters of ensuring the primary objectives of security and 
liquidity for Council assets following consultation with the Council’s external 
Treasury Management Advisor and consideration of assessed risks. 

4.10 The Council has the power, under Section 111 of the Local Government Act 
1972, to take any action which is calculated to facilitate, or is conducive or 
incidental to, the discharge of any of its functions. As a result, in exceptional 
circumstances, the Council can provide loans and/ or investments decisions 
in accordance with the Treasury Management Strategy. 

4.11 Furthermore, it is proposed that the Strategy will include amendments to the 
Minimum Revenue Provision (MRP) policy following the proposed changes 
to the 2017/18 MRP policy. These proposals are considered as a separate 
report to the Audit & Assurance Committee at its meeting today.

4.12 The Council is required to approve Prudential Indicators which support the 
Council in assessing if its capital investment plans are affordable, prudent 
and sustainable over a minimum of the next three years. These are 
monitored during the year and reported to Council half way through the year, 
and at the year end. 



4.13 The Assistant Director - Finance (Section 151 Officer) has the delegated 
authority as set out within the Constitution to enter into any agreement or 
contract involving the borrowing of funds or credit or the investment of 
County Council monies. However, the Strategy will note that any commercial 
borrowing that would involve changes to the Prudential Indicators would be 
reported to Council during the year.

4.14 The 2018/19 Prudential Indicators will be included in the Treasury 
Management Strategy to be recommended to Council in February. 
Finalisation of the Prudential Indicators is dependent upon the finalisation of 
the capital investment proposals for 2018/19. This will be finalised as part of 
the development of the Capital Programme 2018-2023 presented to Council 
in February 2018.

4.15 Between June 2018 and June 2020, the Council has four loans due to 
mature totalling £31.0m. Due to the continuing approach of internal 
borrowing (c. £120m at 31st March 2018) and an expectation for the 
continued diminution of reserves it is currently forecast that there will be 
insufficient cash balances to repay these loans at their maturity. 
Consequently the Council will need to take out new loans to replace this 
borrowing at or before the respective maturity dates. The budget for the 
interest on these new loans is included within the draft Treasury 
Management Budget 2018/19.

4.16 Alongside the 2018/19 Treasury Management Strategy, officers will consider 
the feasibility of extending the Strategy into alternative investment 
opportunities. Any proposals would be reviewed in consideration of the 
existing Code of Practice and outcomes from current consultation on the 
prudential framework. Should any amendments be proposed, these will be 
recommended to Council during the year for revisions to the Strategy. 

5.0 OPTIONS

5.1 Audit and Assurance Committee may either recommend that Council accept 
the recommendation within this report, or alternatively propose an alternative 
strategy for the Treasury Management services.

6.0 RESOURCES & VALUE FOR MONEY IMPLICATIONS

6.1 The estimated level of internal borrowing as at 31st March 2018, assuming 
no external borrowing is undertaken before then, is approximately £120m. 

6.2 The 2017/18 MTFP included a saving within Treasury Management 
(excluding MRP efficiencies) in 2017/18 of £1.000m. This was on the basis 
that the Council continued with its internal borrowing policy until part way 
through 2017/18. This remains a prudent assumption but this position will be 
closely reviewed with regard to the possible externalisation of debt. The 
Council will continue to take advice from its external Treasury Management 
advisors with regard to this.



6.3 For 2018/19 it is proposed that a saving within the Treasury Management 
(excluding MRP efficiencies) of £1.500m is approved by Council in February 
2018. This reflects the Council’s prudent view that it will continue to use the 
internal borrowing policy for part of the financial year.  

6.4 Should the level of external borrowing increase, the level of internal cash 
balances for short term deposit will increase. It is considered that the current 
counterparty limits within the Treasury Management strategy will ensure that 
there are sufficient options for the Council to securely invest its cash 
balances.

7.0 CONCLUSION

7.1 The 2018/19 Treasury Management Strategy to be recommended to Council 
February will retain the Council’s prudent position to investment decisions.

7.2 However the strategy will permit commercial tactical and strategic decisions 
to be made that achieve appropriate return whilst still focussing primarily on 
the security and liquidity of assets.

Julie Crellin
Assistant Director – Finance (Section 151 Officer)
19th December 2018

APPENDICES

No appendices

IMPLICATIONS

Financial: *

Executive Decision No

Key Decision No

If a Key Decision, is the proposal published in the current Forward Plan? N/A

Is the decision exempt from call-in on grounds of urgency? No

N/AIf exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

NoHas this matter been considered by Overview and Scrutiny?
If so, give details below.

N.B. If an executive decision is made, then a decision cannot be implemented until the 
expiry of the eighth working day after the date of the meeting – unless the decision is 
urgent and exempt from call-in and the Head of Member Services and Scrutiny has 
obtained the necessary approvals.



PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS
[including Local Committees]

No previous relevant decisions.

CONSIDERATION BY OVERVIEW AND SCRUTINY

Not considered by Overview and Scrutiny.

BACKGROUND PAPERS

No background papers.

Contact:
Pete George, Group Finance Manager - Pensions, Investments & Insurance
01228 2263111
peter.george@cumbria.gov.uk


