
Appendix 2 
 
Treasury Management Strategy Statement and Annual Investment Strategy update 
 
The Treasury Management Strategy Statement (TMSS) for 2014/15 was approved by 
this Council on 27 February 2014 (Audit Committee 14 February 2014 recommendation 
to Full Council).   
There are no policy changes to the TMSS, however minor updates have been made to 
job titles and the overdraft limit (as detailed in paragraph1.3 of the report); the details in 
this report update the position in the light of the updated economic position and budgetary 
changes already approved. 

 
Prudential Indicator 2014/15 

Original 
£m 

Revised Prudential 
Indicator 

£m 

Authorised Limit £10.129m £9.379m 

Operational Boundary £9.129m £9.129m 

Capital Financing Requirement - - 

 
The Council’s Capital Position (Prudential Indicators) 
This part of the report is structured to update: 

• The Council’s capital expenditure plans; 
• How these plans are being financed; 
• The impact of the changes in the capital expenditure plans on the prudential 

indicators  and the underlying need to borrow; and 
• Compliance with the limits in place for borrowing activity. 

 
Prudential Indicator for Capital Expenditure 
This table shows the revised estimates for capital expenditure and the changes since the 
capital programme was agreed at the Budget.   

 
The revised estimate includes changes since the 14-15 budget was set, such as new 
approvals (i.e. commercial property acquisition, shared manager ICT, etc) and projects 
carried forward from 2013-14 (i.e. transfer of play areas, footway lighting, affordable 
housing and ICT refresh).  The forecast position and current year estimate will be revised 
as part of the budget setting process to reflect projects carried forward and changes to 
projects). 
 
Changes to the Financing of the Capital Programme   
The table below draws together the main strategy elements of the capital expenditure 
plans (above), highlighting the original supported and unsupported elements of the capital 
programme, and the expected financing arrangements of this capital expenditure.  The 
borrowing element of the table increases the underlying indebtedness of the Council by 
way of the Capital Financing Requirement (CFR), although this will be reduced in part by 
revenue charges for the repayment of debt (the Minimum Revenue Provision).  This direct 
borrowing need may also be supplemented by maturing debt and other treasury 
requirements. 

 
Capital Expenditure by Service 

2014/15 
Original 
Estimate 

£m 

2014/15 
Revised 
Estimate 

£m 

Current 
Spend @ 
30.09.14 

£m 

2014/15 
Forecast 
Out-turn 

£m 

Commissioning & Governance £0.273m £1.133m £0.266m £0.811m 

Place £8.721m £11.729m £0.926m £10.237m 

Total £8.994m £12.862m £1.192m £11.048m 



 
 
Changes to the Prudential Indicators for the Capital Financing Requirement, External 
Debt and the Operational Boundary 
The table shows the CFR, which is the underlying external need to incur borrowing for a 
capital purpose.  It also shows the expected debt position over the period. This is termed 
the Operational Boundary. 
 
Prudential Indicator – Capital Financing Requirement 
We are on target to achieve the original forecast Capital Financing Requirement. 
Prudential Indicator – External Debt / the Operational Boundary 

 
* On balance sheet PFI scheme. 
 
Limits to Borrowing Activity 
The first key control over the treasury activity is a prudential indicator to ensure that over 
the medium term, net borrowing (borrowings less investments) will only be for a capital 
purpose.  Gross external borrowing should not, except in the short term, exceed the total 
of CFR in the preceding year plus the estimates of any additional CFR for 2014/15 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.  
 
 

Capital Expenditure 2014/15 
Original 
Estimate 

£m 

Current  
Spend @ 
30.09.14 

£m 

2014/15 
Revised 
Estimate 

£m 

Supported £8.994m £1.192m £12.862m 

Unsupported - - - 

Total spend £8.994m £1.192m £12.862m 

Financed by:    

Capital receipts -  - 

Capital grants £0.628m  £1.343m 

Capital reserves £8.366m  £11.475 

Revenue -  £0.044m 

Total financing -  - 

Borrowing need Nil  Nil 

 2014/15 
Original 
Estimate 

£m 

Current 
Position 

 
 

£m 

2014/15 
Revised 
Estimate 

£m 

Prudential Indicator – Capital Financing Requirement 

Total CFR - - - 

Net movement in CFR - - - 

    

Prudential Indicator – External Debt / the Operational Boundary 

Borrowing - - - 

Other long term liabilities* £9.129m £9.129m £9.129m 

Total debt  31 March £9.129m £9.129m £9.129m 



  

 
* The leisure PFI scheme is on balance sheet an increases the CFR.  This does not affect 
the Council’s debt position (which remains nil) as the debt facility embedded in the PFI will 
be repaid over the life of the scheme. 
 
The Shared Manager Finance reports that no difficulties are envisaged for the current 
year in complying with this prudential indicator and future years pressures will be 
managed through the budget process.    
 
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 the longer term.  It is the expected 
maximum borrowing need with some headroom for unexpected movements. This is the 
statutory limit determined under section 3 (1) of the Local Government Act 2003.  

* On balance sheet PFI scheme. 
 
Investment Portfolio 2014/15 
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 Appendix 1, 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.  
The Council held £39.944m of investments as at 30 September 2014 (£35.13m at 31 
March 2014) and the investment portfolio yield for the first six months of the year is 0.50% 
against a benchmark (3 month LIBID – London Inter-bank Bid rate) of 0.42 %. 
 
The Shared Manager Finance confirms that the approved limits within the Annual 
Investment Strategy were not breached during the first six months of 2014/15. 
 
The Council’s budgeted investment return for 2014/15 is £0.132m, and performance for 
the year to date is £0.072m above budget and this has been reflected in the forecasts 
moving forward. 
 

 2014/15 
Original 
Estimate 

£m 

Current 
Position 

 
 

£m 

2014/15 
Revised 
Estimate 

£m 

Plus other long term liabilities* £9.129m £9.129m £9.129m 

Gross borrowing - - - 

CFR* (year end position) - - - 

Authorised limit for external debt 2014/15 
Original 
Indicator 

Current 
Position 

2014/15 
Revised 
Indicator 

Borrowing (Bank overdraft) £1.000m - £0.250m 

Other long term liabilities* £9.129m £9.129m £9.129m 

Total £10.129m £9.129m £9.379m 



 
 
Investment Counterparty criteria 
The current investment counterparty criteria selection approved in the TMSS is meeting 
the requirement of the treasury management function.  Details of the changes in 
approach to the Capita Assets Services colour coding is detailed in paragraph 1.3 of the 
report. 
 
Borrowing 
The Council does not have any borrowing currently, details on the PFI and the CFR are 
detailed earlier in this appendix. 
 


