
AUDIT COMMITTEE 

18 January 2018 

Subject: Treasury Management and Annual 

Investment Strategy for 2018/19 including 

Prudential Borrowing Limits and MRP Policy 

Statement. 

Director/Head of Service: Director Of Resources - Tricia Marshall 

Assistant Director Finance & Procurement - Lisa Fillery 

Decision Issues: These matters are within the authority of the Council 

Classification: This report is open to the public. 

CCC Ward(s): All 

Summary: To advise the Council on the Strategy to be adopted for 
Treasury Management and Investments for 2018/19 
and to approve the Prudential Borrowing Limits for 
2018/19 – 2020/21 and the policy on Minimum 
Revenue Provision.  

To Recommend 
 

1. That the attached Treasury Management Strategy 
Statement for 2018/19 be approved; 

2.  That for the purposes of Section 3 of the Local 
Government Act 2003, for the financial years 
2018/19– 2020/21: 

  The Council’s Prudential Borrowing and other 
limits shall be as shown in the attached 
Strategy; 

3. That the counter-party criteria as set out in the 
Strategy is approved and that the Director of 
Resources be given approval to amend the 
counterparty list to add new counterparties that 
meet the Council approved criteria and to 
remove counterparties that no longer meet that 
criteria; 

4. That the Statement of Policy on Minimum 
Revenue Provision set out in the Strategy be 
approved. 

That the Director of Resources be allowed to 
vary the policy of using major capital receipts to 
fund major capital projects where it is in the 
council’s interest to use receipts in order to 
reduce borrowing charges. 

Next stage in process:  Consideration by the Policy and Resources 
Committee on 7 February and Council on 22  
February 2018. 



DISCLAIMER:  This report is intended for use solely in connection with 
Canterbury City Council’s treasury management function and should not be 
used by other parties in connection with other investment or borrowing 
decisions. 

 
SUPPORTING INFORMATION 
 

1. Introduction 
 

1.1 Background 
 
 The Council is required to operate a balanced budget, which broadly means that 
cash raised during the year will meet cash expenditure.  Part of the treasury 
management operation is to ensure that this cash flow is adequately planned, with 
cash being available when it is needed.  Surplus monies are invested in suitable 
counterparties or instruments commensurate with the Council’s risk appetite, 
providing adequate liquidity initially before considering investment return. 
 
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 that the Council 
can meet its capital spending obligations.  This management of longer term cash 
may involve arranging long or short term loans, or using longer term cash flow 
surpluses.  On occasion any debt previously drawn may be restructured to meet 
Council risk or cost objectives. Details of the capital programme will accompany this 
report to Council following approval by Policy and Resources on 7 February 2018. 
 
Treasury management 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.  
 
1.2 CIPFA Requirements 
 
The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code of 
Practice on Treasury Management (revised December 2017) is proposed to be 
adopted following approval from Council. It is recognised by CIPFA that some of the 
additional requirements of the revised code will require a longer lead in period and so 
may not be fully implemented until 2019/20. 
 
The code identifies three key principles regarding the treasury management function: 
 
KEY PRINCIPLE 1 
 
Public service organisations should put in place formal and comprehensive 
objectives, policies and practices, strategies and reporting arrangements for the 
effective management and control of their treasury management activities. 
 
KEY PRINCIPLE 2  
 
Their policies and practices should make clear that the effective management and 
control of risk are prime objectives of their treasury management activities and that 
responsibility for these lies clearly within their organisations. Their appetite for risk 



should form part of their annual strategy, including any use of financial instruments 
for the prudent management of those risks, and should ensure that priority is given to 
security and portfolio liquidity when investing treasury management funds. 
 
KEY PRINCIPLE 3  
 
They should acknowledge that the pursuit of value for money in treasury 
management, and the use of suitable performance measures, are valid and important 
tools for responsible organisations to employ in support of their business and service 
objectives; and that within the context of effective risk management, their treasury 
management policies and practices should reflect this. 
 
It is CIPFA’s view that throughout the public services the priority for treasury 
management is to protect capital rather than to maximise return. The avoidance of all 
risk is neither appropriate nor possible. However, a balance must be struck with a 
keen responsibility for public money. 
 
CIPFA recommends that all public service organisation adopt the following four 
clauses: 
 
1. This organisation will create and maintain, a treasury management policy 
statement, stating the policies and objectives of the Council’s treasury management 
activities. 
  
2. Receipt by full council of reports on its treasury management policies, practices 
and activities, including, the annual strategy and plan in advance of the year, a mid-
year review and an annual report after its close. 
 
3. This organisation delegates responsibility for the implementation and regular 
monitoring of its treasury management policies and practices to Audit committee, and 
for the execution and administration of treasury management decisions to the 
Director Of Resources, who will act in accordance with the organisation’s policy 
statement and CIPFA’s Standard of Professional Practice on Treasury Management.  
 
4. This organisation nominates Audit Committee to be responsible for ensuring 
effective scrutiny of the treasury management strategy and policies. 
 
1.3 Reporting requirements 
  
As stated above as the third requirement of the code, the Council is required to 
receive and approve, as a minimum, three main reports each year, which incorporate 
a variety of policies, estimates and actuals.   
  

Treasury Management Strategy Statement -  
● the capital plans (including prudential indicators); 
● a Minimum Revenue Provision Policy (MRP) (how residual capital expenditure is 

charged to revenue over time); 
● the Treasury Management Strategy (how the investments and borrowings are to be 

organised) including treasury indicators; and 
●  an investment strategy (the parameters on how investments are to be managed). 

  
A Mid Year Treasury Management Report – This will update members with the 
progress of the capital position, amending prudential indicators as necessary, and 
whether the treasury strategy is meeting the strategy or whether any policies require 
revision. 



An Annual Treasury Report – This provides details of a selection of actual 
prudential and treasury indicators and actual treasury operations compared to the 
estimates within the strategy. 
  
Treasury Management budget forecasts will form part of the revenue budget 
monitoring reports and so the treasury management budget position will be 
monitored throughout the year.  Also monthly treasury management statements 
showing the borrowing and investments position are prepared and reviewed by 
officers. 
  
1.4 Training 
 
The CIPFA Code requires the responsible officer to ensure that members with 
responsibility for treasury management receive adequate training in treasury 
management.  This especially applies to councillors responsible for scrutiny.  
Training  for the  Audit Committee  will be arranged as required.  The training needs 
of treasury management officers are periodically reviewed. 
  
1.5 Treasury Management Consultants 
 
The Council uses Arlingclose as its external treasury management advisors. 
  
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. 
  
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 
 

2. Relevant Council Policy/Strategies/Budgetary Documents 
 
Treasury management strategy and Annual Investment Strategy. Revenue and 
Capital programme. 
 

3. Options available with reasons for suitability 
 
To recommend for approval or otherwise the Treasury Management Strategy, Annual 
Investment Strategy, Prudential Indicators, Capital Financing Requirement and Policy 
on Minimum Revenue Provision.  
 
 

6. Reasons for supporting option recommended, with risk assessment 
 
The council should have a treasury management strategy agreed prior to the start of 
the financial year and so it is recommended that this strategy is approved to ensure 
that we are complying with best practice. 
 

7. Implications [you must comment on (a) – (c) or state ‘none identified’] 
 
(a) Financial Implications - included in the body of the report 
 
(b) Legal Implications - none. 



 
(c)  Equalities - none 
 
Other implications [delete as appropriate] 
 
(d) Staffing/resource - none 
 
(e) Property Portfolio - none 
 
(f) Environmental Sustainability/Biodiversity - none 
 
(g) Planning/Building Regulations - none 
 
(h) Human Rights issues - none 

 
(i) Crime and Disorder - none 

 
(j) Safeguarding Children - none 
 
 

8. Conclusions 
Audit Committee are asked to recommend to Policy and Resources Committee 
approval of the Treasury Management Strategy, the Annual Investment Strategy, the 
affordable borrowing limits and the Prudential Indicators, including the Capital 
Financing Requirement and the Minimum Revenue Policy for 2018/19 set out in the 
attached Treasury Management Strategy Statement.  
 
Contact Officer: Lisa Fillery 
Job Title: Assistant Director Finance & Procurement 
Telephone: 01227 862350 
 
 
Appendices 
 
Treasury Management Strategy Statement  
 


