
Appendix A 

Updated Treasury Management Strategy 2022-23 to 2024-25 and Prudential Indicators 
 
Revised CIPFA Treasury Management Code and Prudential Code 

CIPFA published the revised codes on 20th December 2021 and has stated that implementation of 
the Prudential Code is not required until the 2023/24 financial year. There is no implementation 
date specified for the Treasury Management Code. This Council has to have regard to these codes 
of practice when it prepares the Treasury Management Strategy Statement and Annual Investment 
Strategy, and also related reports during the financial year, which are taken to Full Council for 
approval. 

The revised Treasury Management Code requires all investments and investment income to 
be attributed to one of the following three purposes: - 
 

Treasury management 
Arising from the organisation’s cash flows or treasury risk management activity, this type of 
investment represents balances which are only held until the cash is required for use.  
Treasury investments may also arise from other treasury risk management activity which seeks 
to prudently manage the risks, costs or income relating to existing or forecast debt or treasury 
investments. 

 
Service delivery 
Investments held primarily and directly for the delivery of public services including housing, 
regeneration and local infrastructure. Returns on this category of investment which are funded 
by borrowing are permitted only in cases where the income is “either related to the financial 
viability of the project in question or otherwise incidental to the primary purpose”. 

 
Commercial return 
Investments held primarily for financial return with no treasury management or direct service 
provision purpose.  Risks on such investments should be proportionate to a council’s financial 
capacity – i.e., that ‘plausible losses’ could be absorbed in budgets or reserves without 
unmanageable detriment to local services. An authority must not borrow to invest primarily for 
financial return. 

 

The revised Treasury Management code will require an authority to implement the 
following:  

 adopt a new debt liability benchmark treasury indicator to support the financing risk 
management of the capital financing requirement; this is to be shown in chart form for a 
minimum of ten years, with material differences between the liability benchmark and actual 
loans to be explained. As this Council is not expecting to borrow externally this year, this 
has not yet been developed, but will be considered when developing plans for next year; 

 long term treasury investments, (including pooled funds), are to be classed as commercial 
investments unless justified by a cash flow business case; 

 pooled funds are to be included in the indicator for principal sums maturing in years beyond 
the initial budget year; 

 amendment to the knowledge and skills register for officers and members involved in the 
treasury management function - to be proportionate to the size and complexity of the 
treasury management conducted by each council;  



 reporting to members is to be done quarterly, to include prudential indicators. 

 enviromental, social and governance (ESG) issues to be addressed within an authority’s 
treasury management policies and practices (TMP1). (This area is under further 
development by CIPFA.) 

The main requirements of the Prudential Code relating to service and commercial 
investments are:  

 The risks associated with service and commercial investments should be proportionate to 
their financial capacity – i.e. that plausible losses could be absorbed in budgets or reserves 
without unmanageable detriment to local services. 

 An authority must not borrow to invest for the primary purpose of commercial return. 

 It is not prudent for local authorities to make any investment or spending decision that will 
increase the CFR, and so may lead to new borrowing, unless directly and primarily related 
to the functions of the authority, and where any commercial returns are either related to the 
financial viability of the project in question or otherwise incidental to the primary purpose. 

 An annual review should be conducted to evaluate whether commercial investments should be 
sold to release funds to finance new capital expenditure or refinance maturing debt. 

 A prudential indicator is required for the net income from commercial and service 
investments as a proportion of the net revenue stream. 

 Create new Investment Management Practices to manage risks associated with non-
treasury investments, (similar to the current Treasury Management Practices). 

The authority’s capital strategy or investment strategy should include:  

Investments for service or commercial purposes:  

– the authority’s approach to investments for service or commercial purposes (together 
referred to as non-treasury investments), including defining the authority’s objectives, risk 
appetite and risk management in respect of these investments, and processes ensuring 
effective due diligence  

– an assessment of affordability, prudence and proportionality in respect of the authority’s 
overall financial capacity (ie whether plausible losses could be absorbed in budgets or 
reserves without unmanageable detriment to local services)  

– details of financial and other risks of undertaking investments for service or commercial 
purposes and how these are managed  

– limits on total investments for service purposes and for commercial purposes respectively 
(consistent with any limits required by other statutory guidance on investments) 

– requirements for independent and expert advice and scrutiny arrangements (while 
business cases may provide some of this material, the information contained in them will 
need to be periodically re-evaluated to inform the authority’s overall strategy)  



– state compliance with paragraph 51 of the Prudential Code in relation to investments for 
commercial purposes, in particular the requirement that an authority must not borrow to 
invest primarily for financial return. 

As this Treasury Management Strategy Statement and Annual Investment Strategy deals 
principally with treasury management investments, the categories of service delivery and 
commercial investments will be dealt with primarily as part of the Capital Strategy report, which will 
be updated for 2023/24 in accordance with CIPFA’s implementation timescale. 



Clauses to be Formally adopted  
 
CIPFA recommends that all public service organisations adopt the following four clauses. 
 
1 This Council will create and maintain, as the cornerstones for effective treasury and investment 
management: 
– a treasury management policy statement stating the policies, objectives and approach to risk 
management of its treasury management activities 
– suitable treasury management practices (TMPs) setting out the manner in which the organisation 
will seek to achieve those policies and objectives, and prescribing how it will manage and control 
those activities 
– investment management practices (IMPs) for investments that are not for treasury management 
purposes. 
The content of the policy statement, TMPs and IMPs will follow the recommendations contained in 
Sections 6, 7 and 8 of the TM Code, subject only to amendment where necessary to reflect the 
particular circumstances of this organisation. Such amendments will not result in the organisation 
materially deviating from the TM Code’s key principles. 
 
2 This Council will receive reports on its treasury and investment management policies, practices 
and activities, including, as a minimum, an annual strategy and plan in advance of the year, a mid-
year review and an annual report after its close in the form prescribed in its TMPs and IMPs. 
 
3 This Council delegates responsibility for the implementation and regular monitoring 
of its treasury management policies and practices to Governance and Audit Committee, and for the 
execution and administration of treasury management decisions to the Assistant Director Finance 
(Section 151 Officer), who will act in accordance with the organisation’s policy statement, TMPs 
and IMPs, and CIPFA’s Standard of Professional Practice on treasury management. 
 
4 This Council nominates Governance and Audit Committee to be responsible for ensuring 
effective scrutiny of the treasury management strategy and policies. 
 
In approving this Strategy, the Council formally adopts the above clauses. 



The Capital Prudential Indicators 2022-23 to 2024-25 
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. Regulations require the Full 
Council to approve its ‘Prudential Indicators’ at least annually. 
 
Prudential Indicator 1: Capital Expenditure and financing 
This prudential indicator is a summary of the Council’s capital expenditure plans, both those 
agreed previously, and those forming part of this budget cycle.   
 
Table 1 

Capital Expenditure 
£ 

2020-21 
Actual 

2021-22 
Actual 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Service Investments 6,882,718    6,530,133 11,044,786 1,939,925 1,725,637 

Capital Loans    362,993 83,324 73,864 0 0 

Commercial 
Investments * 

0 0 0 0 0 

Total 7,245,711 6,613,457 11,118,651 1,939,925 1,725,637 

This table is in line with the capital outturn report to Cabinet May 2022 
 
*Capital expenditure on commercial investments, i.e. on projects undertaken primarily for yield, 
would mean that there would be no access to PWLB borrowing, and the revised Codes prohibit 
any other form of borrowing to make commercial investments.  
 
Other long term liabilities: The above financing need excludes other long term liabilities, such as 
PFI and leasing arrangements which already include borrowing instruments.  
 
The table below summarises the above capital expenditure plans and how these plans are being 
financed by capital or revenue resources.  Any shortfall of resources results in a funding borrowing 
need. 
 
Table 2  

Capital 
Expenditure £’000 

2020-21 
Actual 

2021-22 
Actual 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Total 7,246 6,613 11,119 1,940 1,726 

Financed by:      

Capital grants and 
S106 Funds 

2,794 2,917 4,566 1,172 1,172 

Capital receipts and 
reserves 

3,242 1,590 2,626 211 197 

Revenue and MRP 847 1,328 964 76 76 

Capital Loans 363 83 74 - - 

Net financing need 
for the year 
(borrowing req’d) 

Nil 695 2,889 481 281 

 
This table is in line with the capital outturn report to Cabinet May 2022 
 
 
Prudential Indicator 2: The Council’s borrowing need (the Capital Financing Requirement) 
The second prudential indicator is the Council’s Capital Financing Requirement (CFR).  The CFR is 
simply the total historic outstanding capital expenditure which has not yet been paid for from either 
revenue or capital resources.  It is essentially a measure of the Council’s underlying borrowing 



need.  Any capital expenditure above, which has not immediately been paid for, will increase the 
CFR.  Whilst the CFR is negative, no borrowing is required. 
 
The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is a statutory 
annual revenue charge which broadly reduces the borrowing need in line with each asset’s life and 
so charges the economic consumption of capital assets as they are used. 
 
The CFR includes any other long term liabilities (e.g. PFI schemes and finance leases).  Whilst 
these increase the CFR, and therefore the Council’s borrowing requirement, these types of 
schemes include a borrowing facility by the PFI or Lease provider and so the Council is not 
required to separately borrow for these schemes.  The Council currently has £7,511k of such 
schemes within the CFR.  The Council is asked to approve the CFR projections below: 
 
Table 3:  

£’000 2021/22 
Actual 

2022/23 
Estimate 

2023/24 
Estimate 

2024/25 
Estimate 

Opening CFR   (223) 202 2,182 1,740 

Movement in CFR 425 1,980   (442)      (659) 

Closing CFR  202 2,182 1,740 1,081 

 

Movement in CFR represented by 

Net financing need for the year 695 2,889 
 

481 281 

Less MRP and other financing 
movements 

(270) (909) (923) (940) 

Movement in CFR 425 1,980 (442) (659) 

 
This table indicates that the Council has a borrowing need within this reporting period.  This 
position will be reviewed during 2022-23 to ensure internal balances are sufficient to cover these 
amounts from internal borrowing.  The CFR and available cash will need to be monitored closely to 
ensure future capital expenditure remains affordable.  As per the Capital strategy, any Government 
funding available for specific initiatives will be sought to enable projects to be self-financing.   
Any decision to borrow externally for capital projects will only be supported if the business case for 
the projects does not place additional cost pressure on the taxpayer through the council tax 
charge.  The council would not undertake any un-supported borrowing whilst it still has reasonable 
capital receipt resources available. 
 
Through the use of cash balances, the Council is currently expecting to avoid the need to borrow 
externally and the forecast for external borrowing is nil as shown in the table below. 
 
Table 4 

External borrowing 
£m 

2020/21 
Actual 

2021/22 
Actual 

2022/23 
Estimate 

2023/24 
Estimate 

2024/25 
Estimate 

Service spend 0 0 0 0 0 
Housing 0 0 0 0 0 
Regeneration 0 0 0 0 0 
Preventative action 0 0 0 0 0 
Treasury Management 0 0 0 0 0 
Projects for yield 0 0 0 0 0 
TOTAL 0 0 0 0 0 

 
Core funds and expected investment balances 
The application of resources (capital receipts, reserves etc.) to either finance capital expenditure or 
other budget decisions to support the revenue budget will have an ongoing impact on investments 



unless resources are supplemented each year from new sources (asset sales etc.).  Detailed 
below are estimates of the year end balances for each resource and anticipated day to day cash 
flow balances. 
 
Table 5 

Year End Resources 
£’000 

2021-22 
Actual 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Earmarked reserves 18,812 17,000 16,400 14,100 

Provisions 2,272 781 - - 

Other 300 (879) 766 (1,895) 

Total core funds 21,384 16,902 17,166 12,205 

Working capital* 5,000 5,000 5,000 5,000 

Expected investments 16,384 11,902 12,166 7,205 

*Working capital balances are estimated year end; may be higher or lower during the year. 
 
Minimum Revenue Provision (MRP) policy statement 
The Council is required to pay off an element of the accumulated General Fund capital spend each 
year (the CFR) through a revenue charge (the minimum revenue provision - MRP), although it is 
also allowed to undertake additional voluntary payments if required (voluntary revenue provision – 
VRP). 
 
DLUHC regulations have been issued which require the Full Council to approve an MRP 
Statement in advance of each year.  A variety of options are provided to councils, so long as there 
is a prudent provision.  The Governance and Audit Committee is requested to recommend to Full 
Council to approve the following MRP Statement: 
Breckland has fully financed its capital expenditure incurred before 1st April 2008, therefore there is 
no MRP requirement anticipated, other than for the PFI schemes.   
 
From 1st April 2008 for all unsupported borrowing (including PFI and Finance Leases) the MRP 
policy will be: 

 Asset life method – MRP will be based on the estimated life of the assets, in accordance 
with the regulations (this option must be applied for any expenditure capitalised under a 
Capitalisation Direction) (option 3); 

This option provides for a reduction in the borrowing need over approximately the asset’s life.   
 
Repayments included in annual PFI or Finance Leases are applied as MRP. 
 
Affordability prudential indicators 
The previous sections cover the overall capital and control of borrowing prudential indicators, but 
within this framework prudential indicators are required to assess the affordability of the capital 
investment plans.  These provide an indication of the impact of the capital investment plans on the 
Council’s overall finances.  The Governance and Audit Committee is requested to recommend to 
Full Council to approve the following indicators: 
 
Prudential Indicator 3: Ratio of financing costs to net revenue stream 
This indicator identifies the trend in the cost of capital (borrowing and other long term obligation 
costs net of investment income) against the net revenue stream.  Where financing costs to net 
revenue stream are negative, this is because the Council is earning interest on its balances as 
opposed to paying interest on its borrowing. 
 
Table 6 

% 2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Non-HRA 1.19 0.84 2.05 



The estimates of financing costs include current commitments and the proposals in the agreed 
budget.   
 
The Treasury Management Strategy 2022-23 to 2024-25 
 
Borrowing 
The capital expenditure plans set out in the prudential indicators (above) 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. 
 
Current portfolio position 
The Council’s treasury portfolio position at 31 March 2022, is summarised below.  
 
Table 7 
 

 
Prudential Indicator 4: Actual external debt  
 
The Council’s forward projections for borrowing are summarised below. The table shows the actual 
external debt (the treasury management operations), against the underlying capital borrowing need 
(the Capital Financing Requirement - CFR), highlighting any over or under borrowing. 
 
Table 8 

External Debt 
£’000 

2021-22 
Estimate 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Actual gross debt at 31 March  - - - - 

The Capital Financing Requirement  202 2,182 1,740 1,081 

 
 

INVESTMENT PORTFOLIO 

31.3.21 
Actual 
£000 

 

31.3.21 
Actual 

% 

31.3.22 
Actual 
£000 

31.3.22 
Actual 

% 

Treasury investments     

Banks 13,398 48.90% 23,562 58.09% 

Building Societies - rated 7,000 25.55% 15,000 36.98% 

Local authorities 7,000 25.55% 0  

DMADF (H M Treasury) 0  2,000 4.93% 

Total managed in house 27,398 100% 40,562 100% 

Bond funds 0  0  

Property funds 0  0  

Cash fund managers 0  0  

Total managed externally 0  0  

TOTAL TREASURY INVESTMENTS 27,398 100% 40,562 100% 



Prudential Indicator 5: Gross debt against CFR 
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 2022-23 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. 
 
The Assistant Director Finance (S151 Officer) reports that the Council complied with this prudential 
indicator in 2021/22 and expects to comply with it in 2022/23.  However, as detailed in Table 3, the 
CFR will need to be monitored closely to ensure that future capital expenditure remains affordable.  
This view takes into account current commitments, existing plans, and the capital budget. 
 
Non-Financial Investments  
The value of the non-financial investments held by the Council and the yield are as follows: 
 
Table 9 

 31/3/2019 31/3/2020 31/3/2021 

Value of Investment Property *      £31,149,250       £32,013,200 £31,701,400 

Finance Leases £9,802,973   £9,786,226 £10,103,502 

Yield 7.10% 6.1% 6.1% 

Average return on cash investments  0.891% 0.892% 0.473% 

 
* NB yield figures are taken from indicator BSCPIND010 on the performance system, Including 
finance leases.  Some properties that for financial reporting purposes are categorised as Property 
Plant & Equipment/Surplus are part of the yield calculation. 
 
The S151 officer confirms that the fair value of the non-financial investments is sufficient to provide 
security against loss.  The investment properties are fully financed and no debt liability applies to 
these assets. 
 
As the Council has an underlying need to borrow, it has reviewed options to exit its commercial 
investments to avoid having to borrow. The negative impact on the revenue budget of exiting 
commercial properties would be expected to exceed the interest costs of borrowing. It is therefore 
considered that exiting existing commercial investments would not be prudent at this time, even 
more so as only internal borrowing is anticipated in the planning period. This will be reviewed 
annually. 
 
Borrowing in respect of non-financial investments 
The Prudential Code states that borrowing should not take place in advance of need purely to profit 
from the investment of the extra sum borrowed. 
 
This authority has not undertaken borrowing in advance of need and the following table sets out 
any borrowing that has taken place in respect of non-financial investments and measures the 
impact of such activity: 
 
Table 10 

£’000 2021-22 
Estimate 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Value of borrowing - - - - 

Debt to net service ratio - - - - 

Commercial income to net service ratio - - - - 

Investment cover ratio - - - - 

Loan to value ratio - - - - 



 

As no borrowing has occurred, there are no opportunities and risks to report on over the repayment 
period. 

Should the Council undertake any borrowing, the maximum exposure to borrowing costs (i.e. 
interest repayments and MRP) will not exceed £500,000 per year in aggregate at any one time 
over all areas.   
 
Prudential Indicator 6: Ratio of net income from commercial and service investments to net 
revenue stream 
 
This indicator shows the proportion of net income from commercial and service investments 
compared to the net revenue stream from taxation and government grants. For this Council, the 
net income figure consists of the surplus generated by commercial property. This indicator is 
intended to show the financial exposure of the authority to the loss of income. 
 
Table 11 

% 2020-21 
Actual 

2021-22 
Actual 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Commercial investments 9.90 13.34 17.20 17.62 16.82 

 
 
Treasury Indicators: limits to borrowing activity 
 
Prudential Indicator 7: The operational boundary.  This is the limit which external debt is not 
normally expected to exceed.  In most cases, this would be a similar figure to the CFR, but may be 
lower or higher depending on the levels of actual debt. 
 
Table 12 

Operational boundary 
£’000 

2021-22 
Estimate 

2022-23 
Estimate 

2023-24 
Estimate 

2024-25 
Estimate 

Debt - - - - 

Other long term liabilities 7,511 7,227 6,929 6,614 

Total 7,511 7,227 6,929 6,614 

 
Prudential Indicator 8: The authorised limit for external debt.  A further key prudential indicator 
represents a control on the maximum level of borrowing.  This represents a legal limit beyond 
which external debt is prohibited, and this limit needs to be set or revised by the Full Council.  It 
reflects the level of external debt which, while not desired, could be afforded in the short term, but 
is not sustainable in the longer term. 

1. This is the statutory limit determined under section 3 (1) of the Local Government Act 2003. 
The Government retains an option to control either the total of all councils’ plans, or those 
of a specific council, although this power has not yet been exercised. 

2. The Governance and Audit Committee is requested to recommend to Full Council to 
approve the following authorised limit: 

 
Table 13 

Authorised limit  
£’000 

2020-21 
Forecast 

2021-22 
Estimate 

2022-23 
Estimate 

2023-24 
Estimate 

Debt (Bank overdraft)* 2,000 2,000 2,000 2,000 

Other long term liabilities 7,511 7,227 6,929 6,614 

Total 9,511 9,227 8,929 8,614 

 



An authorised overdraft of up to £2m is recommended in order to accommodate any short term 
cashflow issues arising from internal borrowing.  However, the Council will operate an overdraft of 
£250k and will only action the upper limit should the need arise. 
 
Borrowing strategy 

Forecasts show there is an underlying need to borrow from 2021-22. 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 still an issue that needs to be considered. 
Borrowing will only take place after full consideration of the need for and the implications of 
borrowing. Short term use of cash balances will be required to fund the capital programme (internal 
borrowing).  The Council’s borrowing strategy will need to be monitored closely.  Should a more 
detailed borrowing strategy be required, this will be prepared and put forward for approval prior to 
any external borrowing taking place. 
 
Treasury management limits on activity 
There are three debt related treasury activity limits.  The purpose of these is to restrain the activity 
of the treasury function within certain limits, thereby managing risk and reducing the impact of any 
adverse movement in interest rates. However, if these are set to be too restrictive they will impair 
the opportunities to reduce costs / improve performance.  The indicators are: 

 Upper limits on variable interest rate exposure. This identifies a maximum limit for variable 
interest rates based upon the debt position net of investments;  

 Upper limits on fixed interest rate exposure.  This is similar to the previous indicator and 
covers a maximum limit on fixed interest rates;  

 Maturity structure of borrowing. These gross limits are set to reduce the Council’s exposure 
to large fixed rate sums falling due for refinancing, and are required for upper and lower 
limits.  

 
Table 14 
 

£’000 2021/22 2022/23 2023/24 2024/25 

Interest rate exposures  

 Upper Upper Upper Upper 

Limits on fixed interest rates based on net debt 0 0 0 0 

Limits on variable interest rates based on net debt 0 0 0 0 

 
Policy on borrowing in advance of need 
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.  
 
It is not anticipated that the Council will undertake external or long term borrowing during the next 
three years.   However, this will need to be monitored closely.  Should a more detailed borrowing 
strategy be required, this will be prepared and put forward for approval prior to any borrowing 
taking place.  Should the Council make a decision to borrow, it will consider loans offered from all 
available lenders. 
 
Currently the PWLB Certainty Rate is set at gilts + 80 basis points for both HRA and non-HRA 
borrowing.  However, consideration will still need to be given to sourcing funding from the following 
sources, among others, for the following reasons: 
 



 Local authorities (primarily shorter dated maturities out to 3 years or so – still cheaper 
than the Certainty Rate). 

 Financial institutions (primarily insurance companies and pension funds but also some 
banks, out of forward dates where the objective is to avoid a “cost of carry” or to 
achieve refinancing certainty over the next few years). 

 The Municipal Bonds Agency 

 The UK Infrastructure Bank 

Our advisors will keep us informed as to the relative merits of each of these alternative funding 
sources. 
 



Prospects for interest rates (as at June 2022) – See Commentary from Link Asset Services 
in Appendix C 

A comparison of the Link forecast with one from Capital Economics, an independent forecaster, is 
shown below. 
 

 
 

The Council will be mindful of Link’s comments when formulating its borrowing strategy. 

 


