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Treasury Management Strategy for 2018/19

Executive Summary

1.1 This report seeks approval for the 2018/19 Treasury Management Strategy 
(TMS) set out in Appendix 1 which outlines how the Council will meet the 
requirements of the relevant legislation, codes of practice and guidance that 
form the Prudential Framework.

1.2 The Strategy is the Council’s policy for ensuring that:
 borrowing in the long term is undertaken for capital purposes
 borrowing plans are affordable and achieve best value
 total debt remains within our authorised limit and prudential indicators
 risks are identified and controlled
 cashflows are managed to ensure that the Council can meet its financial 

obligations

1.3 The Council intends to maintain its under-borrowed position for the period 
covered by the Strategy, using its own internal balances to fund capital 
expenditure whenever possible. Interest rates are currently relatively low and 
expected to rise slowly over the next three years. The Council’s overall 
borrowing requirement increases over the period of this strategy.

1.4 The Council’s treasury investment priorities will continue to place emphasis on 
security over return. Minimum credit criteria will be set to ensure the 
creditworthiness of counterparties which will be closely monitored throughout 
the year to minimise risk. Limits are also placed on the amounts we can place 
with individual institutions and the durations of investments. Investments are 
also placed with reference to overall liquidity to ensure that cash is available 
when it is needed.

1.5 Our Minimum Revenue Provision Policy seeks to ensure that capital assets 
funded via borrowing are charged to revenue over their useful life to the Council 
and we have appropriate provision to repay debt when we need to.



1.6 The Council will pursue a broadly similar Strategy to previous years which has 
ensured that key objectives are met whilst making a contribution to our overall 
budget position.

Recommendations

2.1 The annual Treasury Management Strategy for 2018/19 be recommended to 
Council for approval with particular reference to:

2.2 The objectives of treasury management contained in section 2 and 
Appendix A.

2.3 The forecasted capital financing / borrowing requirement in section 3.1.1 (table 
2).

2.4 The Operational Boundary and Authorised Limit for debt contained in 
s e c t i o n  3 . 1 . 3  

2.5 Delegated authority is given to the Chief Finance Officer to approve a breach 
in these boundaries where it would be advantageous to the Council (3.1.3).

2.6 The Council’s criteria for assessing the creditworthiness of counterparties for 
investments contained in section 3.2.1 with an emphasis on security of 
capital over return.

2.7 The additional Prudential and Treasury Indicators identified in section 3.4.

2.8 The Minimum Revenue Provision Policy contained in section 3.5.

2.9 If significant changes to financial institutions’ ratings occur as a result of 
global industry changes to the ratings system (paragraph 3.2.1), delegated 
approval be given to the C h i e f  F i n a n c e  O f f i c e r  to temporarily 
suspend the Council’s own creditworthiness criteria in favour of the  
modelling approach adopted by our financial advisors.

Reasons for Recommendations

3.1 The report is produced to gain Cabinet Members’ approval of the 
Treasury Management Strategy for submission to Full Council and to 
ensure that Cabinet Members are informed of and ensure adherence to the 
requirements of the Prudential Framework.



Key Points for Consideration

4.1 Borrowing Strategy

4.1.1 The Council’s Capital Financing Requirement (CFR) is summarised in table 2. 
This shows our potential overall borrowing requirement over the period covered 
by the report.

4.1.2 Our current borrowing is below our possible financing requirement as the 
Council has maintained a policy of using internal balances to fund new capital 
expenditure for a number of years benefitting from delaying long term 
borrowing costs. This is a temporary measure as internal reserves and 
balances will ultimately be used for the purpose for which they were intended or 
to support the overall budget. The Council is therefore likely to externalise 
some of this internal borrowing in 2018/19 by taking on new external borrowing.

4.1.3 The timing of this new borrowing will be matched to overall cashflows and 
movements in our resources as needed with a balance struck between avoiding 
costs of carry (interest costs incurred on borrowing that might have been 
funded from balances) and potential future interest rate rises (projected to 
remain fairly static though 2018/19 though gradually rising). The Council also 
has the option to make use of temporary borrowing to supplement cashflow 
fluctuations. If longer term rates look set to rise, the Council will assess the 
most appropriate long term funding options at the time.

4.1.4 Prudential Indicators which place limits on our overall debt levels, the maturity 
profile and fixed/variable rate exposure have also been set.

4.1.5 A summary table showing potential borrowing and capital financing 
requirements, projected debt and long term liabilities, our operational boundary 
and authorised limit is detailed in Table 1.

 

Summary Table 1 2017/18 2018/19 2019/20 2020/21
£000 £000 £000 £000

A Potential New Borrowing Requirement 179,127 48,973 34,937 9,398

B Projected Capital Financing / Borrowing Requirement 314,673 352,399 374,493 370,164

Estimated RBC Debt 169,974 243,562 266,752 268,050
Balance on GM Debt 4,078 3,130 2,136 1,093

C Total Debt 174,052 246,692 268,888 269,143

D Underborrowing (B - C) 140,621 105,707 105,605 101,021

E Long Term Liabilities - PFI Schemes 110,536 106,564 102,314 97,948

F Operational Boundary for Debt 436,759 473,394 493,386 485,570

G Authorised Limit For Debt 556,570 606,001 561,454 577,571



4.2 Investment Strategy

4.2.1 The Council’s Treasury Investment Strategy (relating to the placement of short 
term cash surpluses) will continue to place security over return.

4.2.2 Our own creditworthiness policy combined with our treasury management 
consultant’s modelling approach sets minimum criteria which aim to generate a 
list of high quality potential counterparties and instruments. In broad terms, UK 
counterparties must achieve a long-term rating of at least A- (Fitch) whilst 
foreign counterparties must achieve at least AA-. Separate limits relating to the 
amounts and durations of individual counterparties are also specified to ensure 
diversification and avoid the concentration of risk.

4.2.3 The Council will also make use of AAA rated Money Market Funds and review 
other options as they become available.

4.2.4 Interest rates on investments are projected to remain low – the Council will not 
seek to chase returns though we will look to optimise returns within the context 
of our limited risk appetite.

4.3 Minimum Revenue Provision Policy

4.3.1 The Council is required to charge a portion of its Capital Financing 
Requirement to revenue each year which should ensure that resources are 
available to repay debt as required. The policy for 2018/19 remains largely 
unchanged and we will continue to ensure that assets are charged to revenue 
over their useful economic lives. Other options will be considered for specific 
projects (to align with cashflows or the inherent retained value of an asset) 
provided they are consistent with our duty to make prudent provision.

4.4 Alternatives Considered

4.4.1 There are no feasible alternatives – all proposals are in accordance with the 
revised CIPFA Code of Practice on Treasury Management, which has been 
formally adopted by the Council and with Government guidance regarding 
the Treasury Management Strategy.

Costs and Budget Summary

5.1 Financial implications are considered in the main body of the report. 
Appropriate budgets exist for all Treasury activity outlined.

Risk and Policy Implications

6.1 In preparing the report financial risks have been considered in relation to the 
best methods of managing the Council’s exposure to interest rate risk and 
volatility via money markets and changes in the accounting environment.

6.2 It is believed that the strategy proposed will allow the Council to continue to 



effectively manage its interest rate exposure and guard against interest rate 
risk and volatility without any significant increases in overall financial risk.

6.3 There are risks associated with investment and borrowing decisions which 
the Treasury Management Strategy seeks to manage. The risk given 
primary consideration is to security of capital. Others include interest rate 
exposure risk, budget risk and cash flow risk. The strategy addresses how 
these are dealt with.

6.4 Choosing a particular policy requires Treasury Managers to take a view of 
future uncertain events, in particular the likely rises and falls in UK interest 
rates over time. Specialist advice is taken on economic forecasts and the 
opinions and strategies are based on an assessment of these and 
information known at the time. The forecasts on which the strategy is based 
are explained in the Investment and Borrowing Strategy sections which 
follow.

Consultation

7.1 The proposed strategy for 2018/19 has been prepared in consultation with 
Link Asset Services (LAS – formerly Capita) – the Council’s current treasury 
management consultants. Stakeholders are consulted through the 
development of the Strategy with the Corporate Overview and Scrutiny 
Committee receiving the report on the13th February.

Background Papers: For further information about this report or access to 
background papers please contact Victoria Bradshaw (Chief Finance Officer) or 
Paul McHugh (Tax & Treasury Accountant) Finance Services, Floor 2, Number 1 

Riverside, Smith Street, Rochdale OL16 9DJ.  Tel – 01706 925409 / 925422.
Document Place of Inspection

CIPFA Treasury Management Code of 
Practice and Prudential Code
Treasury Management Strategy 2017/18
Mid-Year Treasury Update 2017/18 Included in 
Revenue Finance Update Period 6 

Treasury Team F2 No1 Riverside

Cabinet Agenda 16/2/17 
Cabinet Agenda 28/11/17

Treasury Team F2 No1 Riverside


