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ITEM NO. 

REPORT OF THE LEAD MEMBER FOR FINANCE AND SUPPORT SERVICES

TO COUNCIL ON WEDNESDAY, 28 FEBRUARY 2018

Subject: 2018/19 Treasury Management Strategy, Annual Investment Strategy and Minimum 
Revenue Provision Policy Statement

RECOMMENDATION:

Council is asked to approve the strategy for 2018/19 including:

 The Treasury Management Strategy
 Annual Investment Strategy and specifically:
 Approve the policy for the calculation of Minimum Revenue Provision 
 Approve the Treasury Management Policy Statement and Practices

EXECUTIVE SUMMARY:

The Treasury Management Strategy details the expected activities of the treasury function for the 
coming financial year 2018/19.  Its production and submission to the council is required under the 
CIPFA Code.
   
The Annual Investment Strategy is a separate requirement under the Local Government Act 2003.  

Regulations were published in 2008 which allow options for the calculation of Minimum Revenue 
Provision.  These require local authorities to determine their policy for the coming financial year 
prior to the start of the year.

It is logical, convenient and informative to consider these three strategies together. They are 
presented to council alongside the budget report for the forthcoming year. 

BACKGROUND DOCUMENTS:

Local Government and Housing Act 1989
Local Government Act 2003
Guidance on Local Government Investments (CLG 2010) (“CLG Investment Guidance”)
Capital finance, guidance on Minimum Revenue Provision (CLG 2012) (“MRP guidance”)
Treasury Management in the Public Services, Code of Practice and Cross-Sectoral Guidance 
Notes (CIPFA 2011) (“the CIPFA Treasury Management Code”)
Prudential Code for Capital Finance in Local Authorities (CIPFA 2011) (“the Prudential Code”)
Treasury Management Practice statements TMP1 to TMP12
Other working papers within the Finance Division.

KEY DECISION: YES / NO
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DETAILS:   per report continued over
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2017/18 Treasury Management Strategy, Annual Investment Strategy and Minimum Revenue 
Provision Policy

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 low risk counterparties or instruments 
commensurate with the council’s low risk appetite, providing adequate liquidity 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 commitments.  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.

CIPFA defines treasury management as:

“The management of the local authority’s borrowing, 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 Reporting Requirements

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.  

Prudential and Treasury Indicators and Treasury Strategy

The first, and most important report covers:
 the Capital plans (including prudential indicators);
 a minimum revenue provision (MRP) policy (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 any policies require revision.  

An Annual Treasury Management Report

This provides details of a selection of actual prudential and treasury indicators and actual 
treasury operations compared to the estimates within the strategy.

The council has adopted the following reporting arrangements in accordance with the 
requirements of the Code:
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Area of Responsibility Council/Committee/
Officer

Frequency

Treasury Management Policy 
Statement 

Full council Annually

Treasury Management Strategy / 
Annual Investment Strategy / MRP 
policy

Full council Annually before the start 
of the year

Treasury Management Strategy / 
Annual Investment Strategy / MRP 
policy – mid year report

Full council and 
Overview and 
Scrutiny Board

Reported in the third 
quarter

Treasury Management Strategy / 
Annual Investment Strategy / MRP 
policy – updates or revisions at other 
times 

Full council As required

Annual Treasury Outturn Report Cabinet and full 
council

Annually by 30th 
September after the end 
of the year

Treasury Management Practices Assistant Director – 
Finance (S151 
Officer) 

Whenever amendments 
are required

Scrutiny of treasury management 
performance

Overview and 
Scrutiny Board

As part of mid-year and 
outturn reports

Capital Strategy
In December 2017, CIPFA issued revised Prudential and Treasury Management Codes.  As from 
2019-20, all local authorities will be required to prepare an additional report, a Capital Strategy 
report, which is intended to provide the following: -

 a high-level overview of how capital expenditure, capital financing and treasury 
management activity contribute to the provision of services

 an overview of how the associated risk is managed
 the implications for future financial sustainability

The aim of this report is to ensure that all elected members on the full council fully understand the 
overall strategy, governance procedures and risk appetite entailed by this Strategy.
 
The Capital Strategy will include capital expenditure, investments and liabilities and treasury 
management in sufficient detail to allow all members to understand how stewardship, value for 
money, prudence, sustainability and affordability will be secured.

1.3 Treasury Management Strategy for 2018/19

The strategy for 2018/19 covers:

Capital issues
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 Capital plans and the prudential indicators
 the minimum revenue provision (MRP) policy

Treasury management issues
 the current treasury position
 prudential and treasury indicators and treasury limits 
 prospects for interest rates
 the borrowing strategy
 policy on borrowing in advance of need
 debt rescheduling
 the investment strategy
 creditworthiness policy 
 policy on the use of external service providers.

These elements cover the requirements of the Local Government Act 2003, the CIPFA Prudential 
Code, the CLG MRP Guidance, the CIPFA Treasury Management Code and the CLG Investment 
Guidance.

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 members responsible for scrutiny. 

The training needs of treasury management officers are periodically reviewed and a record of all 
training is kept and officers attend Link training events scheduled throughout the year.

1.5 Treasury management consultants

The council uses Link Asset Services 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.     CAPITAL PRUDENTIAL INDICATORS 2018-19 TO 2020-21

The council’s capital expenditure plans are the key driver of treasury management activity.  The 
outputs of the capital expenditure plans are reflected in the prudential indicators, which are 
designed to assist member overview and confirm Capital expenditure plans. 

2.1 Capital Expenditure

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.  Members are asked to approve the 
Capital expenditure forecasts:
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Capital expenditure 2016/17 2017/18 2018/19 2019/20 2020/21
£m Actual Estimate Estimate Estimate Estimate
Non-HRA 57.2 75.8 138.4 62.6 43.8
HRA 0.0 0.0 0.0 0.0 0.0
Total 57.2 75.8 138.4 62.6 43.8

The table below summarises how the capital expenditure is being financed by capital or revenue 
resources.  Any shortfall of resources results in a funding (borrowing) need (the council’s policy is 
to use capital receipts to pay down debt). 

2016/17 2017/18 2018/19 2019/20 2020/21
Actual Estimate Estimate Estimate Estimate

Capital receipts 0.0 0.0 0.0 0.0 0.0
Capital grants 26.7 40.8 26.6 13.6 11.8
Capital reserves 0.0 0.0 0.0 0.0 0.0
Revenue 0.0 0.0 0.0 0.0 0.0
Net financing need for the year 30.3 35.0 111.8 49.0 32.0

Financing of capital expenditure £m

2.2 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 in the table above, which has not immediately been paid for, will 
increase the CFR.  Increases in the CFR will lead to an increase in the budget required for capital 
financing.
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 assets 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, finance leases).  Whilst these 
increase the CFR, and therefore the council’s borrowing requirement, these types of scheme 
include a borrowing facility and so the council is not required to separately borrow for these 
schemes.  The council currently has £191.544m of such schemes within the CFR.
The council is asked to approve the CFR projections below:

2016/17 2017/18 2018/19 2019/20 2020/21
Actual Estimate Estimate Estimate Estimate

Capital Financing Requirement
CFR – non housing 635.0 634.3 711.0 723.2 717.1
CFR – housing 1.5 1.5 1.5 1.5 1.5
Total CFR 636.5 635.8 712.5 724.7 718.6
Movement in CFR -7.9 -0.7 76.7 12.2 -6.1

Movement in CFR represented by
Net financing need for the year 19.9 35.0 111.8 49.0 32.0
Less MRP/ARP and other financing 
movements

-38.2 -35.8 -35.0 -36.8 -38.1

Movement in CFR -18.3 -0.7 76.7 12.2 -6.1

£m
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2.3 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. The difference between total core funds and investments arises primarily because 
timing differences in premiums paid on debt rescheduling and their ultimate recognition in the CIES 
lead to a deficit in working capital over the medium term.

2016/17 2017/18 2018/19 2019/20 2020/21
Actual Estimate Estimate Estimate Estimate

Fund balances/reserves 130.5 128.0 125.4 125.4 125.4
Capital receipts (are used to pay down 
debt)

0.2 0.2 0.2 0.2 0.2

Provisions 17.1 17.1 16.1 16.1 16.1
Total Core Funds 147.8 145.3 141.7 141.7 141.7
Working Capital deficit* -48.5 -60.0 -60.0 -60.0 -60.0
(Under)/over borrowing 1.0 1.0 1.0 1.0 1.0
Expected investments 100.3 86.3 82.7 82.7 82.7

Year end resources £m

*Working capital balances shown are estimated year-end; these may be higher mid-year 

2.4 Minimum Revenue Provision (MRP) Policy Statement

The council is required to make an annual charge to its income and expenditure account to provide 
for the repayment of debt incurred as a result of financing Capital expenditure.  Local authorities 
are required to make this charge by regulations issued under statute by central government (Local 
Government Act 2003).  The council’s policy for determining the MRP is set out in Appendix A to 
this report.

3.      BORROWING

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 the council’s Capital 
payments obligations. 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.

3.1   Current Portfolio Position

The council’s treasury portfolio position at 31 March 2017, with forward projections 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. 

2016/17 2017/18 2018/19 2019/20 2020/21
Actual Estimate Estimate Estimate Estimate

External Debt
Debt at 1 April 422.2 439.7 444.8 528.0 546.8
Expected Change in debt 17.4 5.1 83.2 18.8 0.4
Other long term liabilities 192.9 197.8 191.9 185.5 178.9
Expected Change in OLTL 4.9 -5.9 -6.4 -6.6 -6.5
Actual Gross debt at 31 March 637.4 636.7 713.5 725.6 719.6
The capital financing requirement 636.5 635.8 712.5 724.7 718.6
Under/(over) borrowing -1.0 -1.0 -1.0 -1.0 -1.0

£m
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The gross debt includes transferred debt, this is the reason that gross debt exceeds the 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 total 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 the current year 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 city council’s gross debt has remained within this amount during 2017/18 and this situation is 
expected to remain the same for the period covered by this report. This takes account of current 
Capital commitments and plans and Capital proposals in the budget report.

3.2    Treasury Indicators: Limits to Borrowing Activity 

The following borrowing limits are detailed in Appendix B.

The Operational Boundary

This is the limit which external debt is not normally expected to exceed.  

Treasury Indicators 2017/18 2018/19 2019/20 2020/21
Estimate Estimate Estimate Estimate

Operational boundary for external debt £M £M £M £M
Borrowing 585.6 606.0 607.8 596.3
Other long term liabilities 191.9 185.5 178.9 172.3
Total 777.5 791.5 786.7 768.6

The Authorised Limit

This prudential indicator represents a control on the maximum level of debt. This is a statutory limit 
determined under section 3 (1) of the Local Government Act 2003. 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.  

Treasury Indicators 2017/18 2018/19 2019/20 2020/21
Estimate Estimate Estimate Estimate

Authorised limit for external debt £M £M £M £M
Borrowing 666.6 658.0 647.8 636.3
Other long term liabilities 191.9 185.5 178.9 172.3
Total 858.5 843.5 826.7 808.6

The Operational Boundary and Authorised limit are detailed in Appendix B.

3.3   Prospects for Interest Rates

The council has appointed Link Asset Services as its treasury advisor and part of their service is to 
assist the council to formulate a view on interest rates.  The following table gives their central view.
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The implications have been factored into the council’s revenue budget projections. 

A more detailed view on interest rate forecasts is contained within Appendix C to this report.

As expected, the Monetary Policy Committee (MPC) delivered a 0.25% increase in Bank Rate at 
its meeting on 2 November. This removed the emergency cut in August 2016 after the EU 
referendum.  The MPC also gave forward guidance that they expected to increase Bank rate only 
twice more by 0.25% by 2020 to end at 1.00%.  However, at the February quarterly inflation report 
the bank stressed that rate rises would be “earlier and greater than anticipated”.  The Link Asset 
Services forecast is that the Bank is likely to back up its latest strong words with an increase to 
0.75% in May with further 0.25% increases in November 2018, November 2019 and August 2020, 
to end up at 1.50%.  

Economic and interest rate forecasting remains difficult with so many external influences weighing 
on the UK. The above forecasts, (and MPC decisions), will be liable to further amendment 
depending on how economic data and developments in financial markets transpire over the next 
year. Geopolitical developments, especially in the EU, could also have a major impact. Forecasts 
for average investment earnings beyond the three-year time horizon will be heavily dependent on 
economic and political developments. 

Investment and borrowing rates

 Investment returns are likely to remain low during 2018/19 but to be on a gently rising trend 
over the next few years.

 Borrowing interest rates increased sharply after the result of the general election in June and 
then also after the September MPC meeting when financial markets reacted by accelerating 
their expectations for the timing of Bank Rate increases.  Since then, borrowing rates have 
eased back again somewhat.  Apart from that, there has been little general trend in rates 
during the current financial year. The policy of avoiding new borrowing by running down 
spare cash balances has served well over the last few years.  However, this needs to be 
carefully reviewed to avoid incurring higher borrowing costs in the future when authorities 
may not be able to avoid new borrowing to finance capital expenditure and/or the refinancing 
of maturing debt;

 There will remain a cost of carry to any new long-term borrowing that causes a temporary 
increase in cash balances as this position will, incur a revenue cost – the difference between 
borrowing costs and investment returns.

A detailed view of the current economic background is contained within Appendix H to this report.

3.4   Borrowing Strategy
The gross debt of the council is estimated to be in line with its capital financing requirement, 
including transferred debt at year end at £636m.  The councils investments at the year end  are 
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estimated at £88m to be below the level of its forecast reserves and provisions £145m.  The main 
factor is a deficit on long term working capital, due to the balance of outstanding premiums of 
£48m which will be amortised until 2058/59. 
Against this background and the risks within the economic forecast, caution will be adopted with 
the 2018/19 treasury operations. The Assistant Director - Finance will monitor interest rates in 
financial markets and adopt a pragmatic approach to changing circumstances:

 if it was felt that there was a significant risk of a sharp FALL in long and short term rates 
(e.g. due to a marked increase of risks around relapse into recession or of risks of deflation), 
then long term borrowings will be postponed, and potential rescheduling from fixed rate 
funding into short term borrowing will be considered.

 if it was felt that there was a significant risk of a much sharper RISE in long and short term 
rates than that currently forecast, perhaps arising from an acceleration in the start date and 
in the rate of increase in central rates in the USA and UK, an increase in world economic 
activity or a sudden increase in inflation risks, then the portfolio position will be re-appraised. 
Most likely, fixed rate funding will be drawn whilst interest rates are lower than they are 
projected to be in the next few years.  This would increase the budget required by capital 
financing for interest costs.  

3.5   Policy on Borrowing in Advance of Need 

The council will not borrow more than, or in advance of, its needs purely to profit from the 
investment of the extra sums borrowed.  Any decision to borrow in advance will be considered 
carefully to ensure value for money can be demonstrated and that the council can ensure the 
security of such funds.

In determining whether borrowing will be undertaken in advance of need the council will:

 Ensure that there is a clear link between the Capital programme and maturity profile of the 
existing debt portfolio which supports the need to take funding in advance of need

 Ensure the ongoing revenue liabilities created, and the implications for the future plans and 
budgets have been considered

 Evaluate the economic and market factors that might influence the manner and timing of any 
decision to borrow

 Consider the merits and demerits of alternative forms of funding

 Consider the alternative interest rate bases available, the most appropriate periods to fund and 
repayment profiles to use.

 Consider the impact of borrowing in advance on temporarily increasing investment cash 
balances and the consequent increase in exposure to counterparty risk, and other risks, and 
the level of such risks given the controls in place to minimise them.

3.6   Debt Rescheduling

As short term borrowing rates will continue to be considerably cheaper than longer term rates, 
there may be opportunities to generate savings by switching from long term debt to short term 
debt.  However, these savings will need to be considered in the light of the current treasury 
position and the size of the cost of debt repayment premiums incurred. 

The reasons for any rescheduling to take place will include:
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 The generation of cash savings and/or discounted cash flow savings

 Helping to fulfil the treasury strategy 

 Enhancing the balance of the portfolio (amend the maturity profile and/or the balance of 
volatility).

The nature of the council’s current debt portfolio is such that the opportunities for debt rescheduling 
are likely to be extremely limited.  Should any rescheduling be undertaken it will be reported to the 
Lead Member for Finance and Support Services at the earliest briefing meeting thereafter.

3.7   Municipal Bond Agency

It is possible that the Municipal Bond Agency will be offering loans to local authorities in the future.  
The Agency hopes that the borrowing rates will be lower than those offered by the Public Works 
Loan Board (PWLB).  This Authority may make use of this new source of borrowing as and when 
appropriate.

4.  ANNUAL INVESTMENT STRATEGY

4.1   Investment Policy

The council’s investment policy has regard to the CLG’s Guidance on Local Government 
Investments (“the Guidance”) and the revised CIPFA Treasury Management in Public Services 
Code of Practice and Cross Sectoral Guidance Notes (“the CIPFA TM Code”).  The council’s 
investment priorities will be security first, liquidity second, then return.

In accordance with the above guidance from the CLG and CIPFA, and in order to minimise the risk 
to investments, the council applies minimum acceptable credit criteria in order to generate a list of 
highly creditworthy counterparties which also enables diversification and thus avoidance of 
concentration risk. The key ratings used to monitor counterparties are the Short Term and Long 
Term ratings.  

Ratings will not be the sole determinant of the quality of an institution; it is important to continually 
assess and monitor the financial sector on both a micro and macro basis and in relation to the 
economic and political environments in which institutions operate. The assessment will also take 
account of information that reflects the opinion of the markets. To this end the council will engage 
with its advisors to maintain a monitor on market pricing such as “credit default swaps” and overlay 
that information on top of the credit ratings. 

Other information sources used will include the financial press, share price and other such 
information pertaining to the banking sector in order to establish the most robust scrutiny process 
on the suitability of potential investment counterparties.

Investment instruments identified for use in the financial year are listed in appendix D under the 
‘specified’ and ‘non-specified’ investments categories. Counterparty limits will be as set through the 
council’s treasury management practices – schedules.   

4.2   Creditworthiness Policy

The council applies the creditworthiness service provided by Link Asset Services.  This service 
employs a sophisticated modelling approach utilising credit ratings from the three main credit rating 
agencies - Fitch, Moody’s and Standard and Poor’s.  The credit ratings of counterparties are 
supplemented with the following overlays: 

 credit watches and credit outlooks from credit rating agencies;
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 Credit Default Swaps (CDS) spreads to give early warning of likely changes in credit 
ratings;

 sovereign ratings to select counterparties from only the most creditworthy countries.

This modelling approach combines credit ratings, credit Watches and credit Outlooks in a weighted 
scoring system which is then combined with an overlay of CDS spreads for which the end product 
is a series of colour coded bands which indicate the relative creditworthiness of counterparties.  
These colour codes are used by the council to determine the suggested duration for investments.  
The council will therefore use counterparties within the following durational bands: 

 Yellow/dark pink/light pink 5 years
 Purple 2 years
 Blue 1 year (nationalised or semi nationalised UK banks)
 Orange 1 year
 Red 6 months
 Green 100 days
 No colour not to be used

The Link Asset Services’ creditworthiness service uses a wider array of information than just 
primary ratings. Furthermore, by using a risk weighted scoring system, it does not give undue 
preponderance to just one agency’s ratings.

All credit ratings will be monitored weekly, and also on each decision to transact with any 
counterparty. The council is alerted to changes to ratings from all three agencies through its use of 
the Link Asset Services creditworthiness service.

 If a downgrade results in the counterparty or investment scheme no longer meeting the 
council’s minimum criteria, its further use as a new investment will be withdrawn 
immediately.  Conversely, if a counterparty is upgraded to a level that meets the council’s 
criteria it will be added to the list.

 In addition to the use of credit ratings the council will be advised of information in 
movements in Credit Default Swap against the iTraxx benchmark and other market data on 
a weekly basis.  Extreme market movements may result in a downgrade of an institution or 
removal from the council’s lending list.

Sole reliance will not be placed on the use of this external service.  In addition the council will also 
use market data and information, information on government support for banks and the credit 
ratings of that government support. The Assistant Director – Finance (S151 Officer), in consultation 
with the Lead Member for Finance and Support Services, currently has delegated authority to 
approve investments outside of the above parameters. This will be subject to the counterparties 
satisfying all due diligence with regard to security of the invested sums and the investment period 
being commensurate with the overall Treasury Management Strategy.  

4.3   Country Limits

The council has determined that it will only use approved counterparties from countries with a 
minimum sovereign rating of AA- with Fitch or equivalent from any of the three major rating 
agencies.   .

Appendix E sets out the countries that currently satisfy these criteria.
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In addition to approving the above sovereign ratings members are asked to approve the continued 
use of local authorities and financial counterparties registered in the UK which meet the criteria for 
inclusion on Link Asset Services’ creditworthiness list. 

4.4   Group Limits

The council has also determined that it will limit the amount of funds invested in any group of 
institutions to that which may be invested in any one of those institutions.  For example, the Lloyds 
Banking Group is comprised of Lloyds TSB, Halifax, and Bank of Scotland.  The limit of funds 
which may be placed in any of those three institutions was originally £15M but the group limit 
means that it may be invested with any one or in combination up to an overall maximum of £15M.

4.5   Counterparty List

The council sets its counterparty list based on the Link Asset Services Credit Rating List that is 
published weekly.  This is further explained in paragraph 4.2 above.

4.6   Investment Strategy

In-house funds

Investments will be made with reference to the core balance and cash flow requirements and the 
outlook for short term interest rates i.e. rates for investments up to 12 months.

The city council currently has no investments with duration of more than 12 months.

Investment returns expectations.  Bank Rate is forecast to stay flat at 0.50% until quarter 1 2018 
and not to rise above 1.50% by quarter 1 2021.  Bank Rate forecasts for financial year ends 
(March) are: 

 2017/18  0.50%
 2018/19  1.00%
 2019/20  1.25%   
 2020/21  1.50%

The suggested budgeted investment earnings rates for returns on investments placed for periods 
up to 100 days during each financial year are as follows: 

 2017/18  0.40%
 2018/19  0.80%
 2019/20  1.25%   
 2020/21  1.50%

The overall balance of risks to these forecasts is currently to interest rates rising but this depends 
on how strong GDP growth turns out, how quickly inflation pressures rise and how quickly the 
Brexit negotiations move forward positively.  

Investment treasury indicator and limit - total principal funds invested for greater than 365 days. 
These limits are set with regard to the council’s liquidity requirements and to reduce the need for 
early sale of an investment, and are based on the availability of funds after each year-end.

The following investment limits are detailed in Appendix B
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2018/19 2019/20 2020/21

Estimated 
position at 
year end

Upper Limit for Investments beyond 365 
days £40m £40m £40m £0

4.7  End of Year Investment Report

At the end of the financial year, the council will report on its investment activity as part of its Annual 
Treasury Report.

4.8 Scheme of Delegation

Please see Appendix F

4.9 Role of the S151 Officer

Please see Appendix G

5 TREASURY MANAGEMENT POLICY STATEMENT AND PRACTICES

In accordance with the Code, it is recommended that the council approve a treasury management 
policy statement.

‘The policies and objectives of treasury management activities in Salford City Council are defined 
as follows:- 

1. Salford City Council defines its treasury management activities as:
“The management of the local authority’s borrowing, 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”.

2. Salford City Council regards the successful identification, monitoring and control of risk to be 
the prime criteria by which the effectiveness of its treasury management activities will be 
measured. Accordingly, the analysis and reporting of treasury management activities will focus 
on their risk implications for the City.

3. Salford City Council acknowledges that effective treasury management will provide support 
towards the achievement of its business and service objectives.  It is therefore committed to 
the principles of achieving best value in treasury management, and to employing suitable 
performance measurement techniques, within the context of effective risk management.’

Treasury Management Practices (TMPs) set out the manner in which the council will seek to 
achieve its treasury management policies and objectives (as set out in the Treasury Management 
Policy Statement) and how it will manage and control its treasury management activities.
The Assistant Director - Finance has reviewed the council’s treasury management practices 
(TMPs), they are detailed in Appendix I.

6 RECOMMENDATIONS

Council is asked to approve the strategy for 2018/19 including:
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 The Treasury Management Strategy
 Annual Investment Strategy and specifically:
 Approve the policy for the calculation of Minimum Revenue Provision 
 Approve the Treasury Management Policy Statement and Practices

  

 Councillor Bill Hinds                                            
 Lead Member for Finance & Support Services        
                                                                 

KEY COUNCIL POLICIES:    Budget Strategy, Treasury Management Policy 

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:    N/A

ASSESSMENT OF RISK:     The monitoring and control of risk underpins treasury management 
activities.  The main risks are of adverse or unforeseen fluctuations in interest rates and loss of 
Capital.  Risk control measures mitigate these risks.

LEGAL IMPLICATIONS Supplied by: Tony Hatton, Principal Solicitor, tel. 219 6323

The Treasury Management Strategy, Minimum Revenue Provision Policy and Annual Investment 
Strategy set out the council's policies for managing its investments which includes giving priority to 
security and liquidity.

The Local Government Act 2003 (the Act) and supporting regulations requires the council to ‘have 
regard to’ the Chartered Institute of Public Finance and Accountancy’s (CIPFA) Prudential Code 
and the CIPFA Treasury Management Code of Practice to set Prudential and Treasury Indicators 
for the next three years to ensure that the council’s capital investment plans are affordable, prudent 
and sustainable. The Act therefore requires the council to set out its Treasury Management 
Strategy at the start of each new financial year and to prepare an Annual Investment Strategy (as 
required by Investment Guidance subsequent to the Act and referred to at section 4 of this report); 
this sets out the council’s policies for managing its investments and for giving priority to the security 
and liquidity of those investments.

The council is also required to “determine for the current financial year an amount of Minimum 
Revenue Provision (MRP) that it considers to be prudent.” It is also required to submit a statement 
on the council’s policy for its annual MRP to the council for approval before the start of the financial 
year to which the provision will relate. 

The guidance referred to in the Regulations (the Prudential Code and Treasury Management Code 
of Practice) is currently under review by CIPFA, with final revisions expected by January 2018. No 
doubt Lead Member will bring an updated strategy to council if necessary.

This report complies with the relevant requirements of the Local Government Act 2003 and the 
CIPFA Treasury Management Code.

FINANCIAL IMPLICATIONS Supplied by:    Tony Thompstone (Finance Manager)
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There is revenue budget provision for all TMSS related expenditure and there are no additional 
financial commitments resulting from this report.

PROCUREMENT IMPLICATIONS Supplied by:    Christine Flisk Procurement Manager

There are no procurement implications arising from this report

HR IMPLICATIONS Supplied by:    Sam Betts (Assistant Director, HR)

There are no direct employee relations matters arising from this report.  The Leading Salford 
leadership development programme now includes the recently developed Management Essentials 
programme for newly appointed managers which includes a financial management module to 
ensure that all managers and officers are aware of the financial regulations and their 
responsibilities.

OTHER DIRECTORATES CONSULTED:    N/A

CONTACT OFFICER:  Chris Hesketh TEL NO:    0161 793 2668 
                                      Tony Thompstone TEL NO:    0161 793 2016

WARDS TO WHICH REPORT RELATES:    N/A



17

APPENDICES

A MRP policy statement

B Prudential and Treasury indicators

C Interest rate forecasts 

D Specified and Non-Specified investments

E Approved countries for investments

F Treasury management scheme of delegation

G The treasury management role of the Assistant Director – Finance as Section 151 officer 

H Economic background

I Treasury Management Practices

J Treasury Management Policy Statement



18

APPENDIX A

Minimum Revenue Provision Policy Statement 2018/19

Minimum Revenue Provision (MRP) is an annual charge to the income and expenditure account to 
provide for the repayment of debt incurred as a result of financing Capital expenditure.  Local 
authorities are required to make this charge by regulations issued under statute by central 
government (Local Government Act 2003).

The council will determine MRP in accordance with the following policy:

 For the historic debt liability up to 31 March 2008, or subsequent supported Capital 
expenditure, as with previous years, we will adopt option 1 of The Local Authorities (Capital 
Finance and Accounting) (England) (Amendment) Regulations 2008, which allows for MRP 
to be charged at the rate of 4% of the reducing debt balance, with an adjustment to align 
the charge to the amount provided in the previous year, where that is greater.

 For unsupported Capital expenditure, MRP will be charged over a period which is 
reasonably commensurate with the estimated useful life applicable to the nature of 
expenditure, using the annuity method, in accordance with option 3 of the above regulation. 

Estimated life periods will be determined by the Assistant Director – Finance (S151 Officer).  To 
the extent that expenditure is not on the creation of an asset and is of a type that is subject to 
estimated life periods that are referred to in the guidance, these periods will generally be adopted 
by the council.  However, the council reserves the right to determine useful life periods and prudent 
MRP in exceptional circumstances where the recommendations of the guidance would not be 
appropriate.

As some types of Capital expenditure incurred by the council are not capable of being related to an 
individual asset, asset lives will be assessed on a basis which most reasonably reflects the 
anticipated period of benefit that arises from the expenditure.  Also, whatever type of expenditure is 
involved, it will be grouped together in a manner which reflects the nature of the main component 
of expenditure and will only be divided up in cases where there are two or more components with 
substantially different useful economic lives.  

There is no requirement on the Housing Revenue Account to make a minimum revenue provision 
but there is a requirement for a charge for depreciation to be made.

Repayments included in annual PFI or finance leases are applied as MRP. 
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APPENDIX B

Prudential and Treasury Indicators

Prudential Indicators 2016/17 2017/18 2018/19 2019/20 2020/21
Acutal Estimate Estimate Estimate Estimate

£M £M £M £M £M
Capital Expenditure
  Non-HRA 57.2 75.8 138.4 62.6 43.8
  HRA 0.0 0.0 0.0 0.0 0.0
  Total 57.2 75.8 138.4 62.6 43.8

Capital financing requirement (CFR)
  Non-HRA 635.0 634.3 711.0 723.2 717.1
  HRA 1.5 1.5 1.5 1.5 1.5
  Total 636.5 635.8 712.5 724.7 718.6

Annual Change in CFR
  Non-HRA 30.3 35.0 111.8 49.0 32.0
  HRA 0.0 0.0 0.0 0.0 0.0
  Debt repayment provision MRP -38.2 -35.8 -35.0 -36.8 -38.1
  Total -7.9 -0.7 76.7 12.2 -6.1

Ratio of financing costs to net revenue 
stream % % % % %

  Non-HRA 23.3% 23.4% 22.9% 24.2% 24.6%
  HRA 0.0 0.0 0.0 0.0 0.0

The Operational Boundary

This is the limit which external debt is not normally expected to exceed.  

Treasury Indicators 2017/18 2018/19 2019/20 2020/21
Estimate Estimate Estimate Estimate

Operational boundary for external debt £M £M £M £M
Borrowing 585.6 606.0 607.8 596.3
Other long term liabilities 191.9 185.5 178.9 172.3
Total 777.5 791.5 786.7 768.6

The operational boundary limits for external debt reflect the estimate of the most likely, prudent, but 
not worst case, scenario without the additional headroom included within the authorised limit.

The Authorised Limit

This prudential indicator represents a control on the maximum level of debt. This is a statutory limit 
determined under section 3 (1) of the Local Government Act 2003. 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.  

Treasury Indicators 2017/18 2018/19 2019/20 2020/21
Estimate Estimate Estimate Estimate

Authorised limit for external debt £M £M £M £M
Borrowing 666.6 658.0 647.8 636.3
Other long term liabilities 191.9 185.5 178.9 172.3
Total 858.5 843.5 826.7 808.6
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Investment treasury indicator and limit - total principal funds invested for greater than 365 days. 
These limits are set with regard to the council’s liquidity requirements and to reduce the need for 
early sale of an investment, and are based on the availability of funds after each year-end.

2018/19 2019/20 2020/21

Estimated 
position at 
year end

Upper Limit for Investments beyond 365 
days £40m £40m £40m £0

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

Maturity structure for fixed rate
borrowing

Upper Limit Lower 
Limit

% £M

Under 12 months 75% 0% 56% 355.3
12 and within 24 months 50% 0% 11% 74.1
24 months and within 5 years 50% 0% 8% 48.5
5 years and within 10 years 50% 0% 6% 37.6
10 years and above 100% 25% 19% 121.2

Maturity structure for variable rate
borrowing

Upper Limit Lower 
Limit

% £M

Under 12 months 10% 0% 0% 0.0
12 and within 24 months 0% 0% 0% 0.0
24 months and within 5 years 0% 0% 0% 0.0
5 years and within 10 years 0% 0% 0% 0.0
10 years and above 0% 0% 0% 0.0

All Years

These indicators should be considered together.  Whilst all the councils borrowing is fixed, the 
amount due to mature in the next 12m looks high at £355.3m, this is partly explained because the 
figure includes £187m of LOBO loans that are callable in 2018/19, it is unlikely that LOBO loans 
will be called over the next few years as the LOBO interest rates already exceed current market 
rates and the option to change lies with the banks.  Stock of £13.8m is due for repayment and 
£147.8m is temporary borrowing that is due for renewal within the next 12 months; this is in-line 
with the council’s current strategy.

There is currently a 2.0% differential between short term interest rates and 10 year maturity PWLB 
rates.  Although the current strategy is to utilise very low short term rates, as rates start to rise the 
case for switching from short term debt will need to be considered.  With £147.8m of temporary 
borrowing, the additional call on the revenue budget of switching from temporary borrowing to a 10 
year fix would be £2.956m per year.  Each 0.25% rise in base rate increases the annual interest 
cost on a total of £147.8m in temporary borrowing by £0.370m.

For exceptional reasons only, such as a large scale voluntary transfer of assets, the indicators may 
be temporarily flexed to allow repayment and rescheduling of borrowing.
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APPENDIX C

Interest Rate Forecasts

The data below shows the January 2017 predictions from Link Asset Services.

1.  LINK ASSET SERVICES PREDICTIONS

2.  FUTURE PROSPECTS

LINK ASSET SERVICES FORWARD VIEW
 
At its November quarterly Inflation Report meeting, the MPC gave forward guidance that they 
expected to increase Bank Rate only twice more in the next three years to reach 1.0% by 2020. 
This was a very relaxed rate of increase in Bank Rate in line with previous statements that Bank 
Rate would only go up very gradually and to a limited extent. 

The February quarterly Inflation Report included a marginal improvement in terms of GDP growth 
over the previous quarterly forecasts. Forecasts for GDP growth were upped from 1.6% in 2018 
and 1.7% in 2019 and 2020, to 1.8% for all three years. The MPC has therefore taken on board 
that fact that growth in the UK economy in 2017 was better than had been expected at 1.8% and 
also that it had been on an upward trend during the second half of the year. In addition, strong 
world growth, and, in particular, strong economic growth in our major export market, the EU, has 
stimulated UK growth in 2017 and will be a positive influence in 2018. 

In addition, the forecasts for inflation were revised to be still above the inflation target of 2% in 
three years’ time at 2.2%; this was despite the forecasting model being based on including one 
extra rise in market expectations for Bank Rate over this period than had been included in the 
Bank’s previous quarterly forecast. The MPC also highlighted a change in their attitude to place 
more importance in achieving the 2% target within the 18 - 24 month time horizon whereas 
previously they had been more prepared to look at the three year time horizon. This implies that 
the MPC are on guard to raise rates “earlier and greater than anticipated”. 

The Bank considers that the inflation neutral rate of growth achievable by the UK economy is now 
about 1.5%. Growth above this rate, as forecast, therefore raises concerns for the Bank of a likely 
increase in inflationary pressures. In particular, it has concern about the historically high rate of 
employment in the total population and the corresponding low level of unemployment. Other 
concerns are around the outflow of EU citizens from the UK reducing the supply of labour and 
research showing that workers changing jobs were achieving wage growth of 8%, while workers 
who stayed put were still achieving average wage growth of 2.5%. On the other hand, tightening 
labour supply, in terms of number of workers, could be offset by a recovery in the growth of 
productivity which has been stubbornly at a puzzlingly low level. Overall wage growth will be a key 
factor which the MPC will be watching during 2018: if it does accelerate, and GDP growth 
strengthens while inflation remains sticky, potentially due to imported inflation caused by robust 
world GDP growth, then these are the ingredients which could cause the MPC to accelerate the 
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rate of increases in Bank Rate. In addition, if inflation does fall to under the rate of average wage 
inflation, then the reduction in consumer spending power we saw during 2017, will end, which 
will make it easier for consumers to withstand increases in Bank Rate and so make it more likely 
for the MPC to take action. 

However, the MPC, and Carney in his press conference, emphasised that MPC decisions will be 
driven by how data actually turns out during the year; there are plenty of concerns that the 
economy could disappoint. In particular, the Bank’s forecasts are predicated on a smooth Brexit 
transition - which is obviously a major assumption. The outcome of Brexit negotiations could have 
a major effect on business and consumer confidence, with knock on effects on business 
investment and consumer spending. The services headline PMI was also disappointing at the 
start of this month with a fall from 54.2 to 53.0, a 16 month low, (it was 58.2 in November), though 
admittedly, the forward looking components of this indicator were more promising and too much 
emphasis cannot be placed on one month’s figures. However, retail sales figures for January were 
also disappointing and it is the consumer who drives the services sector. Add in weak figures for 
the manufacturing and construction PMIs this month and it looks as if first quarter GDP growth is 
heading for a disappointingly weak 0.3% - a sharp slowdown from quarter four of 2017 at 0.5%. 
We are therefore in a delicate situation where we need to recognise the stronger words from the 
Bank warning on an “earlier and greater than anticipated” rate of increase in Bank Rate; financial 
markets duly increased their risk assessment of a Bank Rate increase in May from 50% to 75% 
after the MPC meeting. The major central banks of the world are well aware that after years of 
emergency monetary policy action after the financial crisis of 2008 which has left many central 
interest rates at, or near, zero, there needs to be a return to a more normal monetary policy at 
an appropriate point as they currently have little ammunition left to counter any future economic 
recession by e.g. lowering central rates to stimulate growth. The Fed in America is well ahead of 
other major central banks in making progress to normalising monetary policy. 

Our view is that the Bank is likely to back up its latest strong words with such an increase to 
0.75% in May so we have added this to our forecast in addition to our previous forecast of 
increases in November 2018, November 2019 and August 2020, to end up at 1.50% instead of 
1.25%. However, on the other hand, just as the Bank has emphasised that its forecasts will be 
subject to how data and events turn out during the year, so too these factors will influence our view 
of the timing and rate of increases: indeed, even a May increase is not a foregone conclusion if 
both factors prove adverse for the economy. We also remain cautious about changing our 
forecasts after May – until such time as we see actual evidence in data and events that would 
cause us to significantly revise our current views. 

We can only forecast given the current situation and have to flag up that there is a wide spread of 
potential outcomes during this three year forecast period and a likelihood of heightened volatility as 
events actually unfold. Our own forecasts are based on a central assumption that the UK will make 
progress with concluding a satisfactory outcome over the Brexit negotiations with the EU by March 
2019, although the UK finance sector is likely to be an area of particular concern and difficulty. 
Forecasts for average investment earnings beyond the three year time horizon will be heavily 
dependent on economic and political developments. 

Gilt yields and PWLB rates 
The general situation is for volatility in bond yields to endure as investor fears and confidence ebb 
and flow between favouring relatively more “risky” assets i.e. equities, or the “safe haven” of 
government bonds. However, during the first half of February, we have actually seen a sharp 
simultaneous sell off in both government bonds and equities. While commentators have come up 
with multiple views to explain this, a likely contributory cause has been a re-evaluation of the risk of 
an increase in inflationary pressures in the US due to President Trump’s plan to sharply increase 
government borrowing to promote stronger economic growth at a time when the US economy is 
already at a position of full employment and reasonably strong growth with little spare capacity left 
in the economy. This is a classic scenario for bonds to sell off, so increasing yields in order to 
ensure a real rate of return for bond investors over and above expected inflation rates. Another 
contributory factor is the phased withdrawal of support by the Fed of the treasuries market as the 
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Fed is winding down its holdings of bonds by not reinvesting the proceeds of bonds as they 
mature. 

The overall longer run trend is for gilt yields and PWLB rates to rise, albeit gently, although there 
are likely to also be periods of sharp volatility from time to time. 
We have pointed out consistently that the Fed. Rate is likely to go up more quickly and more 
strongly than Bank Rate in the UK. While there is normally a high degree of correlation between 
the bond yields of both countries, we would expect to see an eventual growing decoupling of yields 
between the two i.e. we would expect US yields to go up faster than UK yields. Over the period 
since the start of 2017, there has been a strong correlation between increases in treasury, gilt and 
bund yields for periods longer than 5 years, although the rate of increase in the UK and Germany 
has been somewhat lower than in the US. We will need to monitor this area and any resulting 
effect on PWLB rates. 

The balance of risks to economic growth and Bank Rate increases 
 The overall balance of risks to economic growth in the UK is probably even. 

 The balance of risks to increases in Bank Rate and shorter term PWLB rates, are probably also 
even and are dependent on how strong GDP growth turns out, how slowly inflation pressures 
subside, and how quickly the Brexit negotiations move forward positively. 

Our forecasts are predicated on an assumption that there is no break-up of the Eurozone or EU, 
(apart from the departure of the UK), within our forecasting time period, despite the major 
challenges that are looming up, and that there are no major ructions in international relations, 
especially between the US and China / North Korea and Iran, which have a major impact on 
international trade and world GDP growth. 
We would, as always, remind clients of the view that we have expressed in our previous interest 
rate revision newsflashes of just how unpredictable PWLB rates and bond yields are at present. 
Our revised forecasts are based on the Certainty Rate (minus 20 bps) which has been accessible 
to most authorities since 1st November 2012. 
Downside risks to current forecasts for UK gilt yields and PWLB rates currently include: 
• Bank of England monetary policy takes action too quickly over the next three years to raise Bank 
Rate and causes UK economic growth, and increases in inflation, to be weaker than we currently 
anticipate. 

• Geopolitical risks, especially North Korea, but also in Europe and the Middle East, which could 
lead to increasing safe haven flows. 

• A resurgence of the Eurozone sovereign debt crisis, possibly Italy, due to its high level of 
government debt, low rate of economic growth and vulnerable banking system. There is a general 
election in Italy in March which is unlikely to lead to any party having a working majority. Germany 
is still without a fully agreed and stable coalition government. 

• Weak capitalisation of some European banks. 

• The result of the October 2017 Austrian general election has resulted in a strongly anti-immigrant 
coalition government. In addition, the new Czech prime minister is strongly against EU migrant 
quotas and refugee policies. Both developments could provide major impetus to other, particularly 
former Communist bloc countries, to coalesce to create a major block to progress on EU 
integration and centralisation of EU policy. This, in turn, could spill over into impacting the Euro, EU 
financial policy and financial markets. 

• Rising protectionism under President Trump 

• A sharp Chinese downturn and its impact on emerging market countries 

Upside risks to current forecasts for UK gilt yields and PWLB rates 
President Trump’s fiscal plans to stimulate economic expansion causing a significant increase in 
inflation in the US and causing further sell offs of government bonds in major western countries. 
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• The Fed causing a sudden shock in financial markets through misjudging the pace and strength 
of increases in its Fed. Funds Rate and in the pace and strength of reversal of QE, which then 
leads to a fundamental reassessment by investors of the relative risks of holding bonds, as 
opposed to equities. This could lead to a major flight from bonds to equities and a sharp increase 
in bond yields in the US, which could then spill over into impacting bond yields around the world. 

• The Bank of England is too slow in its pace and strength of increases in Bank Rate and, 
therefore, allows inflation pressures to build up too strongly within the UK economy, which then 
necessitates a later rapid series of increases in Bank Rate faster than we currently expect. • UK 
inflation, whether domestically generated or imported, returning to sustained significantly higher 
levels causing an increase in the inflation premium inherent to gilt yields. 

Investment and borrowing rates

 Investment returns are likely to remain low during 2018/19 but to be on a gently rising trend 
over the next few years.

 Borrowing interest rates increased sharply after the result of the general election in June and 
then also after the September MPC meeting when financial markets reacted by accelerating 
their expectations for the timing of Bank Rate increases.  Since then, borrowing rates have 
eased back again somewhat.  Apart from that, there has been little general trend in rates 
during the current financial year. The policy of avoiding new borrowing by running down 
spare cash balances has served well over the last few years.  However, this needs to be 
carefully reviewed to avoid incurring higher borrowing costs in the future when authorities 
may not be able to avoid new borrowing to finance Capital expenditure and/or the 
refinancing of maturing debt;

 There will remain a cost of carry to any new long-term borrowing that causes a temporary 
increase in cash balances as this position will, most likely, incur a revenue cost – the 
difference between borrowing costs and investment returns.
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APPENDIX D 

Credit and Counterparty Risk Management Specified and Non-specified Investments

Specified Investments will be sterling denominated and fulfil the following criteria where judged 
by treasury officers to be appropriate having regard to the security of the principal sum invested 
and advice taken from Link Asset Services, as described in paragraph 4.2.

Maximum Maximum
Sector Investment Period

UK Banks £15M 364 days
UK Building Societies £15M 364 days
European banks £15M 364 days
Money-Market Funds; CNAV,
LVNAV, VNAV

£15M Callable

Local Authorities £15M 364 days
Debt Management Office £15M 364 days

The aim is to have callable investments of £25m in order to manage the council’s liquidity.  

In accordance with the guidance, all local authorities and the Government’s Debt Management 
Office will count as specified investments, even though local authorities may not carry a formal 
rating.  

Non-Specified Investments are any investments which do not meet the Specified Investments 
criteria. They must be with counterparties rated at least A by Fitch or equivalent, and include 
products such as callable deposits, range accruals, UK government gilts, Treasury Bills, 
Certificates of Deposit (CDs). Although not included in the lists issued by the credit rating agencies, 
approval to invest in property funds was given by members as part of the TM mid-year update 
2015/16 presented to council on 18 November 2015.

The main reasons for making a non-specified investment would be:

 Yield: in a circumstance where advantageous interest rates could be secured at a 
negligible risk;

 Practicalities: for example, a counterparty’s rating does not satisfy the minima set out 
above, but may be the only available option for late deals should, for example, the council 
receive funding late in the day and unannounced. In such cases, balances will be held 
overnight only.

The main types of institutions that the council may wish to deal with for the reasons outlined above 
are UK and Irish clearing banks.  However, currently the Irish Republic is not AAA rated so no 
investments will be made with Irish banks unless the AAA rating is restored.

In the event that treasury officers consider an investment outside of these parameters, then advice 
will be taken from Link Asset Services, the council’s treasury management consultants.  Any such 
decision will be made by the Assistant Director – Finance (S151 Officer) and reported to the Lead 
Member for Finance and Support Services. 

Investment strategy: in-house funds
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Investments will be made with reference to the core balance, cash flow requirements and the 
outlook for short-term interest rates (i.e. rates for investments up to 12 months).  

For its cash flow generated balances, the council will seek to utilise its business reserve accounts, 
money market funds and short-dated deposits (1-3 months) in order to benefit from the 
compounding of interest.  

Investment strategy: managed funds
The council no longer uses external fund managers to manage any part of its investments, but will 
keep under review whether conditions become favourable to use them.
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APPENDIX E

Approved Countries for Investments  

AAA                     
 Australia
 Canada
 Denmark
 Germany
 Luxembourg
 Netherlands 
 Norway
 Singapore
 Sweden
 Switzerland

AA+
 Finland
 Hong Kong
 U.S.A.

AA
 Abu Dhabi (UAE)
 France
 U.K.

AA-
 Belgium   
 Qatar  
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APPENDIX F

Treasury Management Scheme of Delegation

(i) Council

 Receiving and reviewing reports on treasury management policies, practices and activities

 Approval of the annual strategy.

 Approval of/amendments to the council’s adopted clauses and treasury management policy 
statement

 Receiving and reviewing the mid-year update report

 Receiving and reviewing the outturn report

 Budget consideration and approval

(ii) Overview and Scrutiny Board          

 Receiving and reviewing regular monitoring reports and making recommendations

(iii) Lead Member for Finance and Support Services    

 Receiving and reviewing the mid-year update report

 Receiving and reviewing the outturn report

(iv) Assistant Director – Finance (S151 Officer)   

 Reviewing the treasury management policy and procedures and making recommendations 
to the council.

 Adopting the treasury management policy and procedures in day-to-day treasury 
management transactions.



29

APPENDIX G

The Treasury Management Role of the Section 151 Officer 
 

The S151 Officer

 recommending clauses, treasury management policy/practices for approval, reviewing the 
same regularly, and monitoring compliance;

 submitting regular treasury management policy reports;
 submitting budgets and budget variations;
 receiving and reviewing management information reports;
 reviewing the performance of the treasury management function;
 ensuring the adequacy of treasury management resources and skills, and the effective 

division of responsibilities within the treasury management function;
 ensuring the adequacy of internal audit, and liaising with external audit;
 recommending the appointment of external service providers. 
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APPENDIX H

Detailed Economic Background 

GLOBAL OUTLOOK.  World growth looks to be on an encouraging trend of stronger 
performance, rising earnings and falling levels of unemployment.  In October 2017, the IMF 
upgraded its forecast for world growth from 3.2% to 3.6% for 2017 and 3.7% for 2018.  

In addition, inflation prospects are generally muted in the major western economies and it is 
particularly notable that wage inflation has also been subdued despite unemployment falling to 
historically very low levels in the UK and US, (though increases in wage rates in the US have 
started recently to cause the Fed more concern) . This has led to many comments by economists 
that there appears to have been a fundamental shift downwards in the Phillips curve (this plots the 
correlation between levels of unemployment and inflation e.g. if the former is low the latter tends to 
be high).  In turn, this raises the question of what has caused this?  The likely answers probably lay 
in a combination of a shift towards flexible working, self-employment, falling union membership and 
a consequent reduction in union power and influence in the economy, and increasing globalisation 
and specialisation of individual countries, which has meant that labour in one country is in 
competition with labour in other countries which may be offering lower wage rates, increased 
productivity or a combination of the two. In addition, technology is probably also exerting downward 
pressure on wage rates and this is likely to grow with an accelerating movement towards 
automation, robots and artificial intelligence, leading to many repetitive tasks being taken over by 
machines or computers. Indeed, this is now being labelled as being the start of the fourth 
industrial revolution.

KEY RISKS - central bank monetary policy measures
Looking back on nearly ten years since the financial crash of 2008 when liquidity suddenly dried up 
in financial markets, it can be assessed that central banks’ monetary policy measures to counter 
the sharp world recession were successful. The key monetary policy measures they used were a 
combination of lowering central interest rates and flooding financial markets with liquidity, 
particularly through unconventional means such as Quantitative Easing (QE), where central banks 
bought large amounts of central government debt and smaller sums of other debt.

The key issue now is that that period of stimulating economic recovery and warding off the threat of 
deflation is coming towards its close and a new period has already started in the US, and more 
recently in the UK, on reversing those measures i.e. by raising central rates and (for the US) 
reducing central banks’ holdings of government and other debt. These measures are now required 
in order to stop the trend of an on-going reduction in spare capacity in the economy, and of 
unemployment falling to such low levels that the re-emergence of inflation is viewed as a major 
risk. It is, therefore, crucial that central banks get their timing right and do not cause shocks to 
market expectations that could destabilise financial markets. In particular, a key risk is that 
because QE-driven purchases of bonds drove up the price of government debt, and therefore 
caused a sharp drop in income yields, this then also encouraged investors into a search for yield 
and into investing in riskier assets such as equities. This resulted in bond markets and equity 
market prices both rising to historically high valuation levels simultaneously. This, therefore, makes 
both asset categories vulnerable to a sharp correction. It is important, therefore, that central banks 
only gradually unwind their holdings of bonds in order to prevent destabilising the financial 
markets. It is also likely that the timeframe for central banks unwinding their holdings of QE debt 
purchases will be over several years. They need to balance their timing to neither squash 
economic recovery by taking too rapid and too strong action, or, alternatively, let inflation run away 
by taking action that was too slow and/or too weak. The potential for central banks to get this 
timing and strength of action wrong are now key risks.  

There is also a potential key question over whether economic growth has become too dependent 
on strong central bank stimulus and whether it will maintain its momentum against a backdrop of 
rising interest rates and the reversal of QE. In the UK, a key vulnerability is the low level of 
productivity growth, which may be the main driver for increases in wages; and decreasing 



31

consumer disposable income, which is important in the context of consumer expenditure 
primarily underpinning UK GDP growth.  

A further question that has come to the fore is whether an inflation target for central banks of 
2%, is now realistic given the shift down in inflation pressures from internally generated inflation, 
(i.e. wage inflation feeding through into the national economy), given the above mentioned shift 
down in the Phillips curve. 

 Some economists favour a shift to a lower inflation target of 1% to emphasise the need to 
keep the lid on inflation.  Alternatively, it is possible that a central bank could simply ‘look 
through’ tepid wage inflation, (i.e. ignore the overall 2% inflation target), in order to take 
action in raising rates sooner than might otherwise be expected.  

 However, other economists would argue for a shift UP in the inflation target to 3% in 
order to ensure that central banks place the emphasis on maintaining economic growth 
through adopting a slower pace of withdrawal of stimulus. 

 In addition, there is a strong argument that central banks should target financial market 
stability. As mentioned previously, bond markets and equity markets could be vulnerable 
to a sharp correction. There has been much commentary, that since 2008, QE has caused 
massive distortions, imbalances and bubbles in asset prices, both financial and non-
financial. Consequently, there are widespread concerns at the potential for such bubbles to 
be burst by exuberant central bank action. On the other hand, too slow or weak action 
would allow these imbalances and distortions to continue or to even inflate them further.

 Consumer debt levels are also at historically high levels due to the prolonged period of low 
cost of borrowing since the financial crash. In turn, this cheap borrowing has meant that 
other non-financial asset prices, particularly house prices, have been driven up to very 
high levels, especially compared to income levels. Any sharp downturn in the availability of 
credit, or increase in the cost of credit, could potentially destabilise the housing market and 
generate a sharp downturn in house prices.  This could then have a destabilising effect on 
consumer confidence, consumer expenditure and GDP growth. However, no central bank 
would accept that it ought to have responsibility for specifically targeting house prices. 

UK.  After the UK surprised on the upside with strong economic growth in 2016, growth in 2017 
has confounded pessimistic forecasts of weak growth by coming in at 1.8%, only marginally 
down on the 1.9% rate for 2016. In 2017, quarter 1 came in at only +0.3% (+1.8% y/y), quarter 2 
+0.3% (+1.5% y/y), quarter 3 +0.4% (+1.5% y/y) and Q4 was +0.5% (+1.5% y/y).  The outstanding 
performance came from the manufacturing sector which showed a 1.3% increase in Q4 and +3.1% 
y/y helped by an increase in exports due to the lower value of sterling over the last year and robust 
economic growth in our main trade partners, the EU and US. It is also notable that there has been 
a progressive acceleration in total GDP growth during the year which gives ground for optimism 
looking forward into 2018.  
While the Bank of England is expected to give forward guidance to prepare financial markets for 
gradual changes in policy, the Monetary Policy Committee, (MPC), meeting of 14 September 
2017 managed to shock financial markets and forecasters by suddenly switching to a much more 
aggressive tone in terms of its words around warning that Bank Rate will need to rise soon. The 
Bank of England Inflation Reports during 2017 have clearly flagged up that it expected CPI inflation 
to peak at just under 3% in 2017, before falling back to near to its target rate of 2% in two years’ 
time. The Bank revised its forecast for the peak to just over 3% at the 14 September meeting. 
(Inflation actually came in at 3.1% in November so that may prove now to be the peak. Inflation fell 
to 3.0% in December and January.)  This marginal revision in the Bank’s forecast can hardly justify 
why the MPC became so aggressive with its wording; rather, the focus was on an emerging view 
that with unemployment having already fallen to only 4.3%, the lowest level since 1975, and 
improvements in productivity being so weak, that the amount of spare capacity in the economy 
was significantly diminishing towards a point at which they now needed to take action.  In 
addition, the MPC took a more tolerant view of low wage inflation as this now looks like a common 
factor in nearly all western economies as a result of automation and globalisation. However, the 
Bank was also concerned that the withdrawal of the UK from the EU would effectively lead to a 
decrease in such globalisation pressures in the UK, and so this would cause additional inflationary 
pressure over the next few years.
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At its 2 November meeting, the MPC duly delivered a 0.25% increase in Bank Rate. It also gave 
forward guidance that they expected to increase Bank Rate only twice more in the next three years 
to reach 1.0% by 2020.  This was, therefore, not quite the ‘one and done’ scenario but was, 
nevertheless, a very relaxed rate of increase prediction in Bank Rate in line with previous 
statements that Bank Rate would only go up very gradually and to a limited extent.

The 8 February 2018 MPC meeting did not change Bank Rate but the forward guidance changed 
significantly to warn of “earlier, and greater than anticipated” rate of increases in Bank compared to 
their previous forward guidance. The Link Asset Services forecast has therefore added an 
additional 0.25% increase in Bank Rate in May 2018 compared to the previous forecast, and then 
increases occurring November 2018, November 2019 and August 2020 to end at 1.50%.

However, some forecasters are flagging up that they expect growth to accelerate significantly in 
2018. This view is based primarily on the coming fall in inflation, (as the effect of the effective 
devaluation of sterling after the EU referendum drops out of the CPI statistics), which will bring to 
an end the negative impact on consumer spending power.  In addition, a strong export 
performance will compensate for weak services sector growth.  If this scenario was indeed to 
materialise, then the MPC would be likely to accelerate further its pace of increases in Bank Rate 
during 2018 and onwards. 

It is also worth noting the contradiction within the Bank of England between action in 2016 and 
in 2017 by two of its committees. After the shock result of the EU referendum, the Monetary 
Policy Committee (MPC) voted in August 2016 for emergency action to cut Bank Rate from 
0.50% to 0.25%, restarting £70bn of QE purchases, and also providing UK banks with £100bn of 
cheap financing. The aim of this was to lower borrowing costs, stimulate demand for borrowing and 
thereby increase expenditure and demand in the economy. The MPC felt this was necessary in 
order to ward off their expectation that there would be a sharp slowdown in economic growth.  
Instead, the economy grew robustly, although the Governor of the Bank of England strongly 
maintained that this was because the MPC took that action. However, other commentators regard 
this emergency action by the MPC as being proven by events to be a mistake.  Then in 2017, we 
had the Financial Policy Committee (FPC) of the Bank of England taking action in June and 
September over its concerns that cheap borrowing rates, and easy availability of consumer credit, 
had resulted in too rapid a rate of growth in consumer borrowing and in the size of total borrowing, 
especially of unsecured borrowing.  It, therefore, took punitive action to clamp down on the ability 
of the main banks to extend such credit!  Indeed, a PWC report in October 2017 warned that credit 
card, car and personal loans and student debt will hit the equivalent of an average of £12,500 per 
household by 2020.  However, averages belie wide variations in levels of debt with much higher 
exposure being biased towards younger people, especially the 25 -34 year old band, reflecting 
their lower levels of real income and asset ownership.

One key area of risk is that consumers may have become used to cheap rates since 2008 for 
borrowing, especially for mortgages.  It is a major concern that some consumers may have over 
extended their borrowing and have become complacent about interest rates going up after Bank 
Rate had been unchanged at 0.50% since March 2009 until falling further to 0.25% in August 2016. 
Consumer borrowing is a particularly vulnerable area in terms of the Monetary Policy Committee 
getting the pace and strength of Bank Rate increases right - without causing a sudden shock to 
consumer demand, confidence and thereby to the pace of economic growth.

Moreover, while there is so much uncertainty around the Brexit negotiations, consumer confidence, 
and business confidence to spend on investing, it is far too early to be confident about how the 
next two to three years will actually pan out.

EZ.  Economic growth in the eurozone (EZ), (the UK’s biggest trading partner), had been lack 
lustre for several years after the financial crisis despite the ECB eventually cutting its main rate to -
0.4% and embarking on a massive programme of QE.  However, growth picked up in 2016 and 
has now gathered substantial strength and momentum thanks to this stimulus.  GDP growth was 
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0.6% in quarter 1 (2.1% y/y), 0.7% in quarter 2 (2.4% y/y) and +0.7% in quarter 3 (2.8% y/y).and 
quarter 4 +0.6% (2.7%y/y).  However, despite providing massive monetary stimulus, the European 
Central Bank is still struggling to get inflation up to its 2% target and in December inflation was 
1.4%. It is therefore unlikely to start on an upswing in rates until possibly 2019. It has, however, 
announced that it will slow down its monthly QE purchases of debt from €60bn to €30bn from 
January 2018 and continue to at least September 2018.  

USA. Growth in the American economy was notably erratic and volatile in 2015 and 2016.  2017 
started erratically with quarter 1 coming in at an annualised rate of only 1.2%, quarter 2 at 2.3%, 
quarter 3   3.1% and Q4 2.6%.  This gave an overall figure for annual growth in 2017 of 2.6%, an 
acceleration from 1.5% in 2016.  Unemployment in the US has also fallen to the lowest level for 
seventeen years, reaching 4.1%, while wage inflation pressures, and inflationary pressures in 
general, have been building. The Fed has started on a gradual upswing in rates with five increases 
in all and four increases since December 2016; the latest rise was in December 2017 and lifted the 
central rate to 1.25 – 1.50%. There could then be another four increases in 2018. At its September 
meeting, the Fed said it would start in October to gradually unwind its $4.5 trillion balance sheet 
holdings of bonds and mortgage backed securities by reducing its reinvestment of maturing 
holdings.

CHINA. Economic growth has been weakening over successive years, despite repeated rounds of 
central bank stimulus; medium term risks are increasing. Major progress still needs to be made to 
eliminate excess industrial capacity and the stock of unsold property, and to address the level of 
non-performing loans in the banking and credit systems.

JAPAN. GDP growth has been gradually improving during 2017 to reach an annual figure of 2.1% 
in quarter 3.  However, it is still struggling to get inflation up to its target of 2%, despite huge 
monetary and fiscal stimulus. It is also making little progress on fundamental reform of the 
economy.

          

Brexit timetable and process
 March 2017: UK government notifies the European Council of its intention to leave under 

the Treaty on European Union Article 50 
 March 2019: initial two-year negotiation period on the terms of exit.  In her Florence speech 

in September 2017, the Prime Minister proposed a two year transitional period after March 
2019.  

 UK continues as a full EU member until March 2019 with access to the single market and 
tariff free trade between the EU and UK. Different sectors of the UK economy will leave the 
single market and tariff free trade at different times during the two year transitional period.

 The UK and EU would attempt to negotiate, among other agreements, a bi-lateral trade 
agreement over that period. 

 The UK would aim for a negotiated agreed withdrawal from the EU, although the UK could 
also exit without any such agreements in the event of a breakdown of negotiations.

 If the UK exits without an agreed deal with the EU, World Trade Organisation rules and 
tariffs could apply to trade between the UK and EU - but this is not certain.

 On full exit from the EU: the UK parliament would repeal the 1972 European Communities 
Act.

 The UK will then no longer participate in matters reserved for EU members, such as 
changes to the EU’s budget, voting allocations and policies.
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TREASURY MANAGEMENT PRACTICES (TMPs 1 to 12)

INTRODUCTION

Treasury Management Practices (TMPs) set out the manner in which Salford City 
Council (the Council) will seek to achieve its treasury management policies and 
objectives (as set out in the Treasury Management Policy Statement) and how it will 
manage and control its treasury management activities.
This document sets out the main principles of each TMP.  The details of how the 
Council puts these principles into effect are set out in separate schedules to each 
TMP.

TMP1 - TREASURY RISK MANAGEMENT

The responsible officer will design, implement and monitor all arrangements for the 
identification, management and control of treasury management risk, will report at least 
annually on the adequacy/suitability thereof, and will report, as a matter of urgency, the 
circumstances of any actual or likely difficulty in achieving the Salford City Council’s 
objectives in this respect, all in accordance with the procedures set out in TMP6 Reporting 
requirements and management information arrangements.  In respect of each of the 
following risks, the arrangements, which seek to ensure compliance with these objectives, 
are set out in the schedule to this document.

1 Liquidity risk management
Salford City Council will ensure that it has adequate (though not excessive) cash 
resources, borrowing arrangements, overdraft or standby facilities to enable it at all 
times to have the level of funds available to it which are necessary for the 
achievement of its business/service objectives.

2 Interest rate risk management
Salford City Council will manage its exposure to fluctuations in interest rates with a 
view to containing its net interest costs, or securing its interest revenues, in 
accordance with the amounts provided in its budgetary arrangements, as amended 
in accordance with TMP6 Reporting requirement and management information 
arrangements
It will achieve these objectives by the prudent use of its approved financing and 
investment instruments, methods and techniques; primarily to create stability and 
certainty of costs and revenues, but at the same time retaining a sufficient degree of 
flexibility to take advantage of unexpected, potentially advantageous changes in the 
level or structure of interest rates.  This is subject, at all times, to the consideration 
and, if required, approval of any policy or budgetary implications.

 3 Exchange rate risk management
Salford City Council will manage its exposure to fluctuations in exchange rates so 
as to minimise any detrimental impact on its budgeted income/expenditure levels.
It will achieve this objective by the prudent use of its approved financing and 
investment instruments, methods and techniques, primarily to create stability and 
certainty of costs and revenues, but at the same time retaining a sufficient degree of 
flexibility to take advantage of unexpected, potentially advantageous changes in the 
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level or structure of exchange rates. This is subject, at all times, to the consideration 
and, if required, approval of any policy or budgetary implications.

4 Inflation risk management
The effects of varying levels of inflation, in so far as they can be identified as 
impacting directly on its treasury management activities, will be controlled by 
Salford City Council as an integral part of its strategy for managing its overall 
exposure to inflation.
It will achieve this objective by the prudent use of its approved financing and 
investment instruments, methods and techniques, primarily to create stability and 
certainty of costs and revenues, but at the same time retaining a sufficient degree of 
flexibility to take advantage of unexpected, potentially advantageous changes in the 
level or structure of inflation.  This is subject at all times to the consideration and, if 
required, approval of any policy or budgetary implications.

5 Credit and counterparty risk management
Salford City Council regards the prime objective of its treasury management 
activities to be the security of the principal sums it invests.  Accordingly, it will 
ensure that its counterparty lists and limits reflect a prudent attitude towards 
organisations with which funds may be deposited, and will limit its investment 
activities to the instruments, methods and techniques referred to in TMP4 Approved 
Instruments, methods and techniques and listed in the schedule to this document.  
It also recognises the need to have, and will therefore maintain, a formal 
counterparty policy in respect of those organisations from which it may borrow, or 
with whom it may enter into other financing arrangements.  

6 Refinancing risk management 
Salford City Council will ensure that its borrowing, private financing and partnership 
arrangements are negotiated, structured and documented, and the maturity profile 
of the monies so raised are managed, with a view to obtaining offer terms for 
renewal or refinancing, if required, which are competitive and as favourable to the 
Council as can reasonably be achieved in the light of market conditions prevailing at 
the time. 
It will actively manage its relationships with its counterparties in these transactions 
in such a manner as to secure this objective, and will avoid over-reliance on any 
one source of funding if this might jeopardise achievement of the above.

7 Legal and regulatory risk management
Salford City Council will ensure that all of its treasury management activities comply 
with its statutory powers and regulatory requirements.  It will demonstrate such 
compliance, if required to do so, to all parties with whom it deals in such activities.  
In framing its credit and counterparty policy under TMP1.5 Credit and counterparty 
risk management, it will ensure that there is evidence of counterparties’ powers, 
authority and compliance in respect of the transactions they may effect with Salford 
City Council, particularly with regard to duty of care and fees charged.
Salford City Council recognises that future legislative or regulatory changes may 
impact on its treasury management activities and, in so far as it is reasonably able 
to do so, will seek to minimise the risk of these impacting adversely on Salford City 
Council.     
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8 Fraud, error and corruption, and contingency management
Salford City Council will ensure that it has identified the circumstances which may 
expose it to the risk of loss through fraud, error, corruption or other eventualities in 
its treasury management dealings.  Accordingly, it will employ suitable systems and 
procedures, and will maintain effective contingency management arrangements, to 
these ends.
9 Market risk management  
Salford City Council will seek to ensure that its stated treasury management policies 
and objectives will not be compromised by adverse market fluctuations in the value 
of the principal sums it invests, and will accordingly seek to protect itself from the 
effects of such fluctuations.

TMP2 - BEST VALUE AND PERFORMANCE MEASUREMENT

Salford City Council is committed to the pursuit of best value in its treasury management 
activities, and to the use of performance methodology in support of that aim, within the 
framework set out in its Treasury Management Policy Statement.
Accordingly, the treasury management function will be the subject of ongoing analysis of 
the value it adds in support of the Council’s stated business or service objectives.  It will be 
the subject of regular examination of alternative methods of service delivery, of the 
availability of fiscal or other grant or subsidy incentives, and of the scope for other 
potential improvements.  The performance of the treasury management function will be 
measured using the criteria set out in the schedule to this document.

TMP3 - DECISION-MAKING AND ANALYSIS

Salford City Council will maintain full records of its treasury management decisions, and of 
the processes and practices applied in reaching those decisions, both for the purposes of 
learning from the past and for demonstrating that reasonable steps were taken to ensure 
that all issues relevant to those decisions were taken into account at the time.  The issues 
to be addressed and processes and practices to be pursued in reaching decisions are 
detailed in the schedule to this document.

TMP4 - APPROVED INSTRUMENTS, METHODS AND TECHNIQUES

Salford City Council will undertake its treasury management activities by employing only 
those instruments, methods and techniques detailed in the schedule to this document, and 
within the limits and parameters defined in TMP1, Risk management.



39

TMP5 - ORGANISATION, CLARITY AND SEGREGATION OF RESPONSIBILITIES,   
AND DEALING ARRANGEMENTS

Salford City Council considers it essential, for the purposes of the effective control and 
monitoring of its treasury management activities, for the reduction of the risk of fraud or 
error, and for the pursuit of optimum performance, that these activities are structured and 
managed in a fully integrated manner, and that there is at all times a clarity of treasury 
management responsibilities. 
The principle on which this will be based is a clear distinction between those charged with 
setting treasury management policies and those charged with implementing and 
controlling these policies, particularly with regard to the execution and transmission of 
funds, the recording and administering of treasury management decisions, and the audit 
and review of the treasury management function.
If and when Salford City Council intends, as a result of lack of resources or other 
circumstances, to depart from these principles, the responsible officer will ensure that the 
reasons are properly reported in accordance with TMP6 Reporting requirements and 
management information arrangements, and the implications properly considered and 
evaluated.
The responsible officer will ensure that there are clear written statements of the 
responsibilities for each post engaged in treasury management and arrangements for 
absence cover.  The present responsibilities and arrangements are detailed in the 
schedule to this document.
The responsible officer will ensure there is proper documentation for all deals and 
transactions, and that procedures exist for the effective transmission of funds.  The 
present arrangements are detailed in the schedule to this document.
Delegations to the responsible officer in respect of treasury management are set out in the 
schedule to this document.  The responsible officer will fulfil all such responsibilities in 
accordance with Salford City Council’s Treasury Management Policy Statement, its TMPs, 
and CIPFA’s Standard of Professional Practice on treasury management.



40

TMP6 - REPORTING REQUIREMENTS AND MANAGEMENT INFORMATION 
ARRANGEMENTS

Salford City Council will ensure that regular reports are prepared and considered: 
a. On the implementation of its treasury management policies; 
b. On the effects of decisions taken and the transactions executed in pursuit of those 

policies; 
c. On the implications of changes, particularly budgetary, resulting from regulatory, 

economic, market or other factors affecting its treasury management activities; and
d. On the performance of the treasury management function.
As a minimum:-
a. Salford City Council (i.e. the full Council meeting) will receive an annual report on the 

strategy and plan to be pursued in the coming year

b. The Overview and Scrutiny Board will receive a half year update report and an annual 
report on the performance of the treasury management function, on the effects of the 
decisions taken and the transactions executed in the past year and on any 
circumstances of non-compliance with the Council’s Treasury Management Policy 
Statement and TMPs.

The present arrangements and the form of these reports are detailed in the schedule to 
this document.

TMP7 -  BUDGETING, ACCOUNTING AND AUDIT ARRANGEMENTS

The responsible officer will prepare, and Salford City Council will approve and, if 
necessary, from time to time amend, an annual budget for treasury management, which 
will bring together all of the costs involved in running the treasury management function, 
together with associated income.  The matters to be included in the budget will at 
minimum be those required by statute or regulation, together with such information as will 
demonstrate compliance with TMP1 Risk management, TMP2 Best value and 
performance measurement, and TMP4 Approved instruments, methods and techniques.  
The form which the Council’s budget will take is set out in the schedule to this document.  
The responsible officer will exercise effective controls over this budget, and will report 
upon and recommend any changes required in accordance with TMP6 Reporting 
requirements and management information arrangements.
Salford City Council will account for its treasury management activities, for decisions made 
and transactions executed, in accordance with appropriate accounting practices and 
standards, and with statutory and regulatory requirements in force for the time being.  The 
present form of the Council’s accounts is set out in the schedule to this document.
Salford City Council will ensure that its auditors, and those charged with regulatory review, 
have access to all information and papers supporting the activities of the treasury 
management function as are necessary for the proper fulfilment of their roles, and that 
such information and papers demonstrate compliance with external and internal policies 
and approved practices. The information made available under present arrangements is 
detailed in the schedule to this document.
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TMP8 - CASH AND CASH FLOW MANAGEMENT

Unless statutory or regulatory requirements demand otherwise, all monies in the hands of 
Salford City Council will be under the control of the responsible officer, and will be 
aggregated for cash flow and investment management purposes.  Cash flow projections 
will be prepared on a regular and timely basis, and the responsible officer will ensure that 
these are adequate for the purposes of monitoring compliance with TMP1 [1] Liquidity risk 
management. The present arrangements for preparing cash flow projections, and their 
form, are set out in the schedule to this document.

TMP9 - MONEY LAUNDERING

Salford City Council is alert to the possibility that it may become the subject of an attempt 
to involve it in a transaction involving the laundering of money.  Accordingly, it will maintain 
procedures for verifying and recording the identity of counterparties and reporting 
suspicions, and will ensure that staff involved in this are properly trained. The present 
arrangements, including the name of the officer to whom reports should be made, are 
detailed in the schedule to this document.

TMP10 - STAFF TRAINING AND QUALIFICATIONS

Salford City Council recognises the importance of ensuring that all staff involved in the 
treasury management function are fully equipped to undertake the duties and 
responsibilities allocated to them.  It will, therefore, seek to appoint individuals who are 
both capable and experienced and will provide training for staff to enable them to acquire 
and maintain an appropriate level of expertise, knowledge and skills.  The responsible 
officer will recommend and implement the necessary arrangements. The present 
arrangements are detailed in the schedule to this document.

TMP11 - USE OF EXTERNAL SERVICE PROVIDERS

Salford City Council recognises the potential value of employing external providers of 
treasury management services, in order to acquire access to specialist skills and 
resources.  When it employs such service providers, it will ensure it does so for reasons 
which will have been submitted to a full evaluation of the costs and benefits.  It will also 
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.  And it 
will ensure, where feasible and necessary, that a spread of service providers is used, to 
avoid over-reliance on one or a small number of companies.  Where services are subject 
to formal tender or re-tender arrangements, legislative requirements will always be 
observed.  The monitoring of such arrangements rests with the responsible officer, and 
details of the current arrangements are set out in the schedule to this document.
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TMP12 - CORPORATE GOVERNANCE  

Salford City Council is committed to the pursuit of proper corporate governance throughout 
its businesses and services, and to establishing the principles and practices by which this 
can be achieved.  Accordingly, the treasury management function and its activities will be 
undertaken with openness and transparency, honesty, integrity and accountability.
The Council has adopted and implemented the key recommendations of the CIPFA Code 
of Practice on Treasury Management.  This, together with the other arrangements detailed 
in the schedule to this document, are considered vital to the achievement of proper 
corporate governance in treasury management, and the responsible officer will monitor 
and report upon the effectiveness of these arrangements.



43

SCHEDULE TO TMP1 - TREASURY RISK MANAGEMENT

1.1 LIQUIDITY

1.1.1 Amounts of approved minimum cash balances and short-term investments
The balance sheet cash figure includes credit bank balances, bank balances 
overdrawn and short-term investments.  
In daily dealings the Treasury Manager will attempt to ensure that the expected net 
bank balance for the day remains between 0 and £200,000cr.  Overdraft 
arrangements, if required, are set out in 1.1.2 b below.  There is no approved 
minimum amount for short-term investments, which may therefore be nil, but in 
order to maintain liquidity a balance of £25m in callable investments is targeted.
Cash-in-transit and sums held in delegated schools’ bank accounts are also 
included in the Council’s balance sheet as ‘cash’, but these do not contribute to 
treasury management daily dealing procedures and decisions.  These sums are 
outside of central control and there is no approved minimum balance.

1.1.2 Details of:
a. Standby facilities

In an emergency, an extension to the bank overdraft facilities outlined in b below 
may be arranged with Barclays Bank plc.  Apart from that, the provisions outlined 
in 1.1.1 above, and b to e below, are considered to be sufficient.

b. Bank overdraft arrangements
Net: £0.5m (the aggregate of all balances on the main pooled accounts).
Gross: no limit (the aggregate of debit balances on the main pooled accounts).

c. Short-term borrowing facilities
 Use is made of short term funds on the money market. 

d. Insurance/guarantee facilities
See paragraph 1.8.3.

e. Other contingency arrangements.
The Treasury Manager shall make use of borrowing and lending facilities to ensure 
that the Council has sufficient, but not excessive, cash resources.

1.2 INTEREST RATE

1.2.1 Details of approved interest rate exposure limits
The Council has no control over interest rates and no set minimum or maximum 
allowable in its dealings.  However, the Treasury Manager will take advice from its 
treasury management consultants and senior managers if necessary, particularly 
for long-term borrowing, and make a judgement on the most appropriate timing of 
borrowing and lending to ensure that the most favourable rates are achieved, while 
having regard to service needs, cash flow and maturity profiles.
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1.2.2 Trigger points and other guidelines for managing changes to interest rate 
levels
See 1.2.1

1.2.3 Minimum/maximum proportions of variable rate debt 

In accordance with CIPFA Code of Practice on Treasury Management as adopted 
by the Council on 20th March 2002, before each financial year the Council shall set 
a limit on the maximum proportion of borrowing which is subject to variable rate 
interest.  The limit set shall not exceed 10%, set by Council in February 2018.  
In preparing the maturity structure PIs lender option borrower option (LOBOs) have 
been treated as fixed borrowing with a maturity date as the next call date.  When 
setting the previous limit for variable rate borrowing, the year with the most callable 
LOBOs in was used to determine the percentage of loans that were variable.
The current maximum proportion is 10%.   The minimum is 0%.

1.2.4 Minimum/maximum proportions of fixed rate debt/interest 
This is the converse of 1.2.3.  The minimum proportion of borrowing which is 
subject to fixed rate interest is 90%.   The maximum is 100%.

1.2.5 Policies concerning the use of financial derivatives and other instruments for 
interest rate management.
a. Forward dealing - At the discretion of the Treasury Manager, if it secures 

advantageous rates, and having consideration to cash flow and security of 
investment.

b. Callable deposits (fixed investments for up to 5 years at borrower’s option)
c. LOBOs (borrowing under lender’s option/borrower’s option)

While providing the potential for a favourable return, LOBO loans are 
considered to exacerbate exposure to interest rate risk and to lessen the 
Council’s control of its portfolio.  Treasury officers shall not borrow under LOBO 
agreements without obtaining approval from the S151 Officer (in consultation 
with the Lead Member for Finance and Support Services).

1.3 EXCHANGE RATE

1.3.1 Details of approved exchange rate exposure limits for cash investments/debt 
Not applicable to local authorities.

1.3.2 Policies concerning the use of financial derivatives for exchange rate risk 
management 
Not applicable to local authorities.

1.3.3  Approved criteria for managing changes in exchange rate levels
a. As a result of the nature of the Council’s business, there may be an exposure to 

exchange rate risk from time to time. This will mainly arise from the receipt of 
income or the incurring of expenditure in a currency other than sterling. Where 
material, the Council will adopt a full hedging strategy to control and add 
certainty to the sterling value of these transactions. This will mean that the 
Council will eliminate all foreign exchange exposures as soon as they are 
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identified. 
b. Where there is a contractual obligation to receive income or make a payment in 

a currency other than sterling at a date in the future, forward foreign exchange 
transactions will be considered, with professional advice, to comply with this full-
cover hedging policy. Unexpected receipt of foreign currency income will be 
converted to sterling at the earliest appropriate opportunity.

1.4 INFLATION 

1.4.1 Details of approved inflation exposure limits for cash investments/debt 
During the current period of low and stable worldwide inflation there is little 
requirement for an active consideration of the impact of inflation.  The key 
consideration is that investments reap the highest real rate of return, with debt 
costing the lowest real cost, consistent with other risks mentioned within this 
section.

1.4.2 Approved criteria for managing changes in inflation levels 
Inflation both current and projected will form part of the debt and investment 
decision-making criteria both within the strategy and operational considerations.

1.4.3 Policies concerning the use of financial derivatives for inflation risk 
management 
Not applicable to local authorities.

1.5 CREDIT AND COUNTERPARTY POLICIES

1.5.1  Criteria to be used for creating/ managing approved counterparty lists/limits 
a. There is no risk to the Council regarding sums which it has borrowed and 

accordingly the policy is that monies can be borrowed from any counterparty.
b. The security of any Capital sums which are available for investment is of 

paramount importance and is the overriding issue whenever investments are 
made.

c. The S151 Officer will formulate criteria for assessing and monitoring the credit 
risk of investment counterparties and will determine time, type, sector and 
specific counterparty limits.  The criteria/limits are outlined at d - l below.

d. Guidance on Local Authority Investments issued by the Secretary of State 
under Section 15(1)(a) of the Local Government Act 2003 distinguishes 
between Specified and Non-specified investments.  Specified investments are 
those that offer high security and high liquidity in sterling for no more than one 
year.  They include investments with central or local government or in a body 
with a “high credit rating”.  Non-specified investments have a higher potential 
risk.

e. The Council’s treasury management advisors, Link, provide information on a 
regular basis regarding creditworthiness of potential counterparties.  This 
information includes the credit ratings ascribed by Fitch, Moody’s and Standard 
and Poor’s together with a further measure based on the traded price of credit 
default swaps in the financial markets.  A credit default swap is, in essence, an 
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insurance against the counterparty defaulting on a deal. The price of credit 
default swap is used as an indicator of the market sentiment towards an 
individual institution’s likelihood of defaulting on a deal. 
Sector use the credit rating and credit default swap information to construct a 
matrix and assign a colour code to indicate the relative credit worthiness of 
institutions which have varying ratings. The colour code relates to the 
suggested maximum period for which monies should be invested with a 
counterparty.  

f. Minimum requirements for Specified investments are as follows:

Fitch
Rating 

Fitch 
Ratin
g

Fitch
Rating

Fitch
Rating

Maximum 
Investmen
t

Maximum 
Period

Sovereign – 
European Union 
and Scandanavia

AA-

Sovereign – rest 
of the world 

AAA

UK Clearing 
Banks

A F1 B/C 2 £15m 364 days

UK Building 
Societies

A F1 B/C 2 £15m 364 days

European Banks A F1 B/C 2 £15m 364 days
Money Market 
Funds; CNAV, 
LVNAV, VNAV

AAA £15m 3 months

Local Authorities n/a n/a n/a n/a £15m 364 days
Debt Management 
Office

n/a n/a n/a n/a £15m 364 days

In accordance with the guidance all local authorities and the Debt Management 
Office count as specified investments even though they do not carry a formal 
rating.

g. Non-specified investments are those which are not in sterling or of greater than 
365 days duration or not satisfying the creditworthiness criteria above.  Non 
specified investments will be made in compliance with the following guidelines. 
1. The investment will be in sterling
2. The duration will be less than 365 days unless approved by the S151 Officer.
3. The sovereign rating of the country in which the institution is domiciled must 
be AA- if within the European Union or Scandanavia or AAA if elsewhere. 
4. Up to £15M in aggregate at any time may be invested for periods up to 364 
days with the Council’s bank, Barclays Bank plc.
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5. In addition, up to £30M in aggregate at any time may be invested in UK 
banks and building societies with a minimum credit rating of A/F1/C/3.  No more 
than £15M at any time may be invested in any one such institution.  Any such 
investment should secure an additional interest yield when compared with the 
best available specified investment.
6. Investments of up to £5M for up to 6 months may be invested in Irish banks 
or building societies with a minimum credit rating of A/F1/C/3 subject to the 
sovereign rating.  Again, any such investment should secure an additional 
interest yield when compared with the best available specified investment.

h. No more than 20% of investments shall be with any one organisation.
i. No more than half of the total investment limit for an individual institution shall 

be invested for more than 6 months.
j. The total investment in institutions within a trading group shall be limited to 

£15M.
k. The Treasury Manager will maintain an approved counterparty list in line with 

these criteria/limits.  The complete list of approved counterparties will be 
included in the annual report.  

l. Where the Council contracts with an external cash fund manager, the contract 
shall include an investment policy statement approved by the S151 Officer.  
This will take into consideration the Council’s own policies, flexibilities to be 
allowed the fund manager, and the advice of the Council’s treasury 
management consultants.

1.5.2 Approved methodology for changing limits and adding / removing 
counterparties
Credit ratings for individual counterparties can change at any time.  The Treasury 
Manager will adjust the counterparty list as appropriate when there is a change in 
the credit ratings of individual counterparties or in banking structures e.g. on 
mergers or takeovers.  
The S151 Officer may, from time to time, amend the limits in 1.5.1 d to i above, 
taking into account advice from the Treasury Manager.  The Treasury Manager 
shall on such an occasion update the counterparty list.

1.6 REFINANCING

1.6.1 Debt/other Capital financing maturity profiling, policies and practices
As a general principle, treasury management officers should seek to ensure an 
‘even’ maturity profile, particularly in the short to medium term.  However, the 
Treasury Manager shall determine actual borrowing, having regard to the Council’s 
funding needs, current borrowing strategy and achievable interest rates.
The Treasury Manager shall bear in mind the opportunity for rescheduling of debt, 
having regard to the potential interest savings and risk, the maturity profile, and 
taking advice from the Council’s treasury management advisers.
The approval of the S151 Officer is required for any debt rescheduling, which shall 
be reported to the Lead Member for Finance and Support Services at the meeting 
following its action.

1.6.2 Projected Capital investment requirements
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The Treasury Manager shall liaise with Capital Accountants and have regard to the 
Capital financing requirement arising from the Capital programme in making 
subsequent borrowing and lending decisions.

1.6.3 Policy concerning limits on revenue consequences of Capital financing.
Treasury management staff shall have full regard to the CIPFA Prudential Code for 
Capital Finance in Local Authorities.  
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1.7 LEGAL AND REGULATORY

1.7.1 References to relevant statutes and regulations
Officers and members involved in treasury management shall have regard to:
a. The CIPFA Code of Practice ‘Treasury Management in the Public Services’, of 

which TMPs form an important part;
b. The ‘Non-Investment Products Code; 
c. Overarching primary and secondary legislation such as the Local Government 

Act 2003.
d. The CIPFA Standards of Professional Practice.

1.7.2 Procedures for evidencing the organisation’s powers/authorities to 
counterparties
As a local authority, the Council’s powers to borrow and lend are widely known by 
counterparties, and it is not necessary to have specific procedures to evidence 
them. 
Where he/she considers it to be appropriate, at the request of a counterparty, the 
Treasury Manager will sign documentation classifying the Council as a ‘Professional 
Client’.

1.7.3 Required information from counterparties concerning their powers/authorities
Those organisations which meet the criteria set out in 1.5.1 will, by definition, have 
powers to borrow from the Council.  
The regulatory risk is not relevant in the case of the Council borrowing monies (the 
risk is with the lender), however treasury management officers shall have regard to 
TMP9 Money Laundering.

1.7.7 Statement on the organisation’s political risks and management of same.
The risk of a change in Council policy sufficient to have a significant impact on the 
treasury management function is considered to be negligible.

1.8 FRAUD, ERROR AND CORRUPTION AND CONTINGENCY MANAGEMENT

1.8.1 Details of systems and procedures to be followed, including internet services
To reduce the risk of fraud in its dealing with other bodies, treasury management 
officers shall deal only with certain corporations and public bodies, and through 
recognised brokers, each regulated by legislation and code.  Details are found in 
paragraph 1.5 and in TMP9 Money Laundering.
All treasury management activities include requirements for checking and 
authorisation, and adhere to the principle of division of duties.  Details can be found 
in TMP4 Approved Instruments, Methods and Techniques and TMP5 Organisation, 
Clarity and Segregation of Responsibilities, and Dealing Arrangements.
Likewise Barclays.net, the Council’s on-line banking and dealing system, is subject 
to comprehensive password and authorisation controls.
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Recruitment procedures ensure that the integrity of treasury management staff is of 
the highest level. 
Treasury management shall not be conducted via internet dealing with the 
exception of the use of the ICD Portal to place or draw down funds with approved 
City Council counter parties.  In the event of a change in this policy (to be 
authorised by the S151 Officer), the risk will be assessed and appropriate 
procedures developed.

1.8.2 Emergency and contingency planning arrangements
Arrangements for staff cover are set out in TMP5 Organisation, Clarity and 
Segregation of Responsibilities, and Dealing Arrangements.
In the event of failure of the Barclays.net system, treasury management officers 
shall follow the documented back-up procedures.  These also include requirements 
for checking and authorisation, and adhere to the principle of division of duties.

1.8.3 Insurance cover details.
The Council’s insurance is arranged by Insurance Officers of the Risk Management 
Section.
Fidelity Guarantee insurance with AIG cover the Council’s legal liability to pay 
compensation through the fraud or corruption of its employees to the sum of £5m, 
subject to an excess of £100,000.
Officials Indemnity insurance through AIG covers the Council’s legal liability to pay 
compensation to third parties caused by the error of Council officers to the sum of 
£5m, subject to an excess of £250,000.

1.9 MARKET VALUE OF INVESTMENTS
1.9.1 Details of approved procedures and limits for controlling exposure to 

investments whose Capital value may fluctuate (gilts, CDs, etc)
Treasury management officers shall not invest in instruments whose Capital value 
may fluctuate with the exception of property funds as approved by Council on 18 
November 2015. In the event of a change in this policy (to be authorised by the 
S151 Officer), the risk will be assessed and appropriate procedures developed.
Where external fund managers invest on behalf of the Council, they shall be 
required to submit an annual strategy which includes plans and procedures for 
dealing with this kind of instrument.  This strategy shall be submitted to the S151 
Officer who will take into consideration advice from the Council’s treasury 
management advisors.
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SCHEDULE TO TMP2 - BEST VALUE AND PERFORMANCE MEASUREMENT

2.1 METHODOLOGY TO BE APPLIED FOR EVALUATING THE IMPACT OF 
TREASURY MANAGEMENT DECISIONS

2.1.1 Annual Review
Treasury management officers shall prepare for Overview and Scrutiny Board and 
Council an annual report on treasury management activities, as set out in TMP6.
Achievement of the investment interest earned budget will be measured as part of 
the budget monitoring process.

2.2 POLICY CONCERNING METHODS FOR TESTING BEST VALUE IN TREASURY 
MANAGEMENT

2.2.1 Frequency and processes for tendering
Treasury management tenders will follow standard Council practice as set down in 
Standing Orders and Financial Regulations and, where appropriate, OJEU 
procedures.

2.2.2 Banking services
The S151 Officer will negotiate a contract for banking services that balances a level 
of service provision with a competitive pricing structure to ensure best value.  The 
contract may contain break clauses and is to be capable of re-tendering and/or 
renegotiation at suitable intervals in order to preserve the best interests of the 
Council.
The current contract, with Barclays Bank plc, is for 5 years with the option of a two 
year extension, operative from 1st February 2015.

2.2.3 Money-broking services
The Council shall use money broking services in order to make deposits or to 
borrow, and will establish charges for all services prior to using them.  
An approved list of brokers will be established which takes account of quality of 
service and standing in the market.
On a daily basis, treasury management officers shall compare rates available from 
different brokers, DMO and Barclays Bank rates and also consider the use of 
money market funds in order to obtain the most competitive rate.

2.2.4 Cash/Fund Management Services
The Council’s current policy is that treasury management is a key, corporate 
function that should be retained within the Council.  However, from time to time the 
S151 Officer shall consider the advantages and disadvantages of alternative means 
of providing the treasury management function, as part of a best value review of the 
service. 
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2.2.5 Consultants’/advisers’ services
The Council’s policy is to appoint professional treasury management consultants to 
provide impartial advice and add value to the treasury management function. See 
TMP11 Use of External Service Providers for further details.

2.2.6 Policy on External Managers 
The Council's policy is to appoint professional cash/external investment fund 
managers for a proportion (to be determined by the S151 Officer) of its investments 
where appropriate.  It will comply with the Local Organisations (Contracting Out of 
Investment Functions) Order 1996 (SI 1996 No 1883).
a. The delegation of investment management to external managers will entail the 

following:
b. A formal contractual agreement and documentation;
c. Agreement on terms for early termination of the contract;
d. Setting of a benchmark of 7 day LIBID with a performance target of at least 15% 

in excess of this
e. Setting of investment counterparty constraints;
f. Quarterly reporting of performance; 
g. Quarterly meetings with investment managers;
h. Setting of other constraints/parameters/conditions as are considered to be 

necessary to preserve the best interests of the Council.
i. The Code of Practice places an obligation on the organisation to monitor the 

performance of the fund managers.    This organisation has appointed Link 
Asset Services Limited to assist in this.

J See TMP11 Use of External Service Providers for further details.

2.3 METHODS TO BE EMPLOYED FOR MEASURING THE PERFORMANCE OF 
THE ORGANISATION’S TREASURY MANAGEMENT ACTIVITIES

2.3.1 Benchmarking
The Treasury Manager shall attend the Greater Manchester Treasury Management 
Group and any other appropriate forums to discuss and compare the performance 
of the Council’s treasury management activities.

2.3.2 Performance Indicators
The GM Treasury Management Group uses the CIPFA Benchmarking Club to 
compare performance in the following areas:
a. Size of portfolio;
b. Numbers of transactions;
c. Service costs (absolute and in relation to overall budget);
d. Consolidated rate of interest;
e. Average daily investments managed;
f. Investment rate achieved;
g. Tolerance for daily bank balance (and proportion of days within tolerance);
h. Proportion of debt subject to variable interest rates.

 2.4 BENCHMARKS AND CALCULATION METHODOLOGY
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2.4.1 Debt management
Treasury management officers shall produce indicators based on the following 
benchmarks 

a. Average rate on all external debt
b. Average rate on external debt borrowed in previous financial year
c. Average period to maturity of external debt 
d. Average period to maturity of new loans in previous year

2.4.2 Investment.
The performance of investment earnings for both in-house and cash fund 
manager’s investments will be measured against 7 day LIBOR.
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SCHEDULE TO TMP3 - DECISION MAKING AND ANALYSIS

3.1 FUNDING, BORROWING, LENDING, AND NEW INSTRUMENTS/TECHNIQUES

3.1.1 Decision Records to be kept
Council, Cabinet, Committee or Lead Member minutes and decision notices will 
record all treasury management decisions taken by members.
Treasury management officers shall record the reason for daily dealing transactions 
on the sheet Analysis of Bank Figures.  They are not required to record the reasons 
behind the choice of a particular deal over another one that might be available, 
except where the transaction is exceptional or unusual.
Treasury management officers shall record all transactions on the Logotech 
database and in the diary, and retain documents for each individual transaction.

3.1.2 Processes to be pursued
In respect of funding decisions:
a. the Assistant Director – Finance will consult with the Council’s treasury 

management advisors and formulate a strategy;
b. the strategy will be set down in an annual report as outlined in TMP6 Reporting 

requirements and management information arrangements;
c. treasury management officers will conduct their activities in line with the 

strategy and the practices set out in TMP5 Organisation, clarity and segregation 
of responsibilities, and dealing arrangements.

In respect of borrowing and investment decisions, treasury management officers 
will:
a. consult with brokers on a daily basis to determine the availability, duration and 

interest rates of deals;
b. decide upon and conduct the most favourable deals for the Council;
c. carry out the transactions in accordance with the practices set out in TMP5 

Organisation, clarity and segregation of responsibilities, and dealing 
arrangements.

3.1.3 Issues to be addressed
In respect of every decision made, appropriate members or officers of the Council 
will:
a. above all be clear about the nature and extent of the risks to which the Council 

may become exposed;
b. be certain about the legality of the decision reached and the nature of the 

transaction, and that all authorities to proceed have been obtained;
c. be content that the documentation is adequate both to deliver the Council’s 

objectives and protect the Council’s interests, and to deliver good 
housekeeping;

d. ensure that third parties are judged satisfactory in the context of the Council’s 
creditworthiness policies, and that limits have not been exceeded;

e. be content that the terms of any transactions have been fully checked against 
the market, and have been found to be competitive.
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In respect of borrowing and other funding decisions, appropriate members or 
officers of the Council will:
a. evaluate the economic and market factors that might influence the manner and 

timing of any decision to fund;
b. consider the advantages and disadvantages of alternative forms of funding, 

including funding from revenue, leasing and private partnerships;
c. consider the alternative interest rate bases available, the most appropriate 

periods to fund and repayment profiles to use;
d. consider the ongoing revenue liabilities created, and the implications for the 

Council’s future plans and budgets.
In respect of investment decisions, appropriate members or officers of the Council 
will:
a. consider the optimum period, in the light of cash flow availability and prevailing 

market conditions;
b. consider the alternative investment products and techniques available, 

especially the implications of using any which may expose the Council to 
changes in the value of its Capital.
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SCHEDULE TO TMP4 - APPROVED INSTRUMENTS, METHODS AND 
TECHNIQUES

4.1 GENERAL

4.1.1 The following paragraphs specify the wider activities, instruments and techniques 
permitted by law and adopted by the Council.

4.1.2 Where there is a conflict with another TMP which details a narrower range of 
permitted activities, instruments or techniques than that shown below, the other 
TMP shall have priority.  In particular, this may be the case with TMP1 Treasury risk 
management where the Council may restrict activities beyond the limits permitted 
by this TMP in order to ensure even greater control over risks.

4.2  APPROVED ACTIVITIES OF THE TREASURY MANAGEMENT OPERATION

 Borrowing
 Lending
 Debt repayment and rescheduling
 Consideration, approval and use of new financial instruments and treasury 

management techniques
 Managing the underlying risk associated with the Council’s Capital financing 

and surplus funds activities
 Managing cash flow
 Banking activities
 Leasing
 Use of external fund managers 
 Managing the underlying exchange rate risk associated with the Council’s 

business activities

4.3 APPROVED INSTRUMENTS FOR INVESTMENTS

 Gilts
 Treasury Bills
 Deposits with banks, building societies or local authorities and money market 

funds
 Certificates of deposits with banks or building societies 
 Euro-Sterling issues by certain supra-national bodies listed on the London and 

Dublin Stock Exchanges
 AAA-rated money market funds
 Debt Management Account  (run by DMO/PWLB)
 Property funds

4.4  APPROVED TECHNIQUES

 Forward dealing 
 Callable deposits 

4.5  APPROVED METHODS AND SOURCES OF RAISING CAPITAL FINANCE

On Balance Sheet          Fixed      Variable 
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PWLB  
EIB  
Market (long-term)  
Market (temporary)  
Market (LOBOs)  
Stock issues  
Local temporary  
Local Bonds 
Overdraft 
Negotiable Bonds  
Internal (Capital receipts & revenue balances)  
Commercial Paper 
Medium Term Notes 

Off Balance Sheet
Leasing (not finance leases)  
Deferred Purchase  

All forms of funding will be considered dependent on the prevailing regulations, 
economic climate and local considerations. The S151 Officer has the power 
(through the scheme of delegation) to take the most appropriate form of borrowing 
from approved sources. 

 4.6 LIMITS

Limits on the value of borrowing and investment through different instruments are 
set out in TMP1 Treasury risk management
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SCHEDULE TO TMP5 - ORGANISATION, CLARITY AND SEGREGATION OF 
RESPONSIBILITIES, AND DEALING ARRANGEMENTS

5.1 LIMITS TO RESPONSIBILITIES/DISCRETION AT COMMITTEE/EXECUTIVE 
LEVELS

5.1.1 General
Salford City Council has an elected City Mayor. The elected City Mayor is 
democratically accountable to all residents of the City of Salford  and has adopted 
the ‘leader and cabinet’ style of executive.  In general, this means that policies 
within the ‘policy framework’ are approved at full Council.  All other functions are the 
responsibility of the Cabinet.  The Treasury Management Policy falls within the 
policy framework, and its adoption by Cabinet has been approved by Council.
Through the Council Constitution’s Scheme of Delegation, responsibility for the 
implementation and monitoring of treasury management policies and practices is 
delegated from the City Mayor to the Lead Member for Finance and Support 
Services, responsibility for the execution and administration of treasury 
management decisions is delegated to the S151 Officer, and authority to execute 
transactions is delegated to the Strategic Finance Manager.

5.1.2 Full Council
Full Council shall:-
a. receive the annual review of treasury management activities;
b. approve the annual budget, including the revenue consequences of Capital  

financing;
c. receive and review Audit Committee recommendations and require appropriate 

action of Cabinet.
5.1.3 The City Mayor

The City Mayor shall:-
a. approve the Council’s adopted clauses (of the treasury management code of 

practice);
b. approve the Treasury Management Policy Statement;
c. approve treasury limits and the annual Treasury Management Strategy;
d. receive recommendations from theOverview and Scrutiny Board.

5.1.4 Lead Member for Finance and Support Services
The Lead Member for Finance and Support Services is responsible to Cabinet for 
all financial activities, including treasury management, and shall:
a. require the S151 Officer to make arrangements for treasury management in 

accordance with the policy and strategy approved by the City Mayor;  
b. monitor performance against the approved policy and strategy;
c. submit reports prepared by the S151 Officer to the City Mayor where approval 

or note is required; 
d.  approve the selection of external service providers and agree terms of 

appointment.
5.1.5 Audit and Accounts Committee

Audit and Accounts Committee shall:-
a. receive reports of Internal and External Audit;
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b. recommend appropriate actions to the Lead Member, City Mayor, and/or full 
Council.

5.1.6 Overview and Scrutiny Board
Overview and Scrutiny Board  shall:-
a. receive half-yearly reports on treasury management activities;
b. recommend appropriate actions to the Lead Member, City Mayor, and/or full 

Council.

5.2 PRINCIPLES AND PRACTICES CONCERNING SEGREGATION OF DUTIES
5.2.1 The main principle is that those officers with the authority and ability to authorise, 

effect and verify Treasury Management transactions shall in each case be different 
officers.

5.2.2 All transactions shall be authorised by one of the officers delegated by the  S151 
Officer (i.e. one of the designated strategic finance or finance managers ).

5.2.3 The S151 Officer (or a delegated member of his/her team) shall be responsible for 
effecting transactions.

5.2.4 The designated officer (currently the Finance Support Officer on the Accountancy 
Team) shall be responsible for verifying transactions.

5.3 TREASURY MANAGEMENT ORGANISATION CHARTS

5.3.1 Members

FULL COUNCIL

Executive Lead Member
(Finance and Support 

Services)

Overview and Scrutiny 
Board

S151 Officer
(Assistant Director – 

Finance)

Office of the 
City Mayor



60

5.3.2 Officers

City Director
(Head of the Paid Service)

S151 Officer
(Assistant Director – 

Finance)

Monitoring Officer
(Monitoring Officer)

Head of Financial 
Management

Strategic Finance Manager

Finance Manager 
(Treasury Manager)

Senior Finance Support 
Officer

Finance Support Officer
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5.4 STATEMENT OF DUTIES/RESPONSIBILITIES OF EACH TREASURY POST

5.4.1 Assistant Director – Finance
The Assistant Director – Finance is the S151 Officer.  He/she has overarching 
responsibilities under s151 of the Local Government Act 1972 to make proper 
arrangements for financial affairs.
In relation to treasury management he/she shall:
a. recommend for adoption the clauses of the treasury management code of 

practice;
b. recommend for approval the treasury management policy;
c. approve Treasury Management Practices;
d. regularly review and monitor compliance against the treasury management 

policy and Treasury Management Practices;
e. report non-compliance to the Lead Member;
f. submit budgets and budget variations to the Lead Member;
g. receive and review management information reports;
h. review the performance of the treasury management function and promote best 

value reviews;
i. ensure the adequacy of treasury management resources and skills, and the 

effective division of responsibilities within the treasury management function;
j. ensure the adequacy of internal audit, and liaising with external audit;
k. recommend to the Lead Member the appointment of external service providers.
In practice, the S151 Officer may delegate any or all of these functions to the Head 
of Financial Management.  

5.4.2 Head of Financial Management
The Head of Financial Management has delegated power to take the most 
appropriate form of borrowing from the approved sources and to take the most 
appropriate form of investments in approved instruments.
Prior to entering into any Capital financing, lending or investment transaction, it is 
the responsibility of the Head of Financial Management to be satisfied, by reference 
to the S151 Officer, the Monitoring Officer, the Council’s legal team and external 
advisors as appropriate, that the proposed transaction does not breach any statute, 
external regulation, Standing Order, Financial Regulation or other part of the 
Council’s constitution.
The Head of Financial Management may delegate his/her power to borrow and 
invest to members of staff.  All transactions must be conducted by officers 
authorised by the Head of Financial Management, and all transactions must be 
authorised by officers given that power by the Head of Financial Management.
It is also the responsibility of the Head of Financial Management to ensure that the 
Council complies with the requirements of The Non Investment Products Code for 
principals and broking firms in the wholesale markets.



62

5.4.3 Treasury Manager
The Finance Manager (Treasury Management) on the Corporate Accountancy team 
is assigned the role of Treasury Manager.  His/her duties shall include:-
a. Administration of the Treasury Management function on a day-to-day basis
b. Calculation of cash flow;
c. Execution of Treasury Management transactions;
d. Ensuring adherence to agreed policies and practices;
e. Maintaining good relationships with third parties and external service providers;
f. Supervising Treasury Management staff;
g. Monitoring and reporting on performance;
h. Preparation and submission of management information;
i. Identification of opportunities for improving practices.
The Treasury Manager may delegate any non-supervisory duties to the Senior 
Finance Support Officer on his/her team.

5.4.4 Strategic Finance Manager 
This position has a management role over the treasury management team.  They 
shall act for the S151 Officer to ensure that the treasury management team has 
sufficient resources to carry out its functions effectively.
The Strategic Finance Manager shall control access and passwords on the 
Barclays.net and ICD on line systems.

5.4.5 Senior Finance Support Officer
The Senior Finance Support Officer on the treasury management team shall 
conduct all treasury management activities under the direction of the Treasury 
Manager. 

5.4.6 Finance Support Officer
The responsibilities of this post in respect of Treasury Management shall be: -
a. Verifying that authorised Treasury Management transactions (only) have taken 

place;
b. Reporting any variations to the Strategic Finance Manager direct, not through a 

member of the Treasury Management team.
5.4.7 Head of the Paid Service (City Director)

The responsibilities of this post in respect of Treasury Management shall be: 
a. Ensuring that a treasury management system is specified and implemented by 

the S151 Officer
b. Ensuring that the City Treasurer reports regularly to Lead Member for Finance 

and Support Services on treasury policy, activity and performance.
5.4.8 Monitoring Officer

The Monitoring Officer role is currently assigned to the City Solicitor. 
The responsibilities of this post in respect of Treasury Management shall be: -
a. To be satisfied that the Treasury Management Policy Statement and Treasury 

Management Practices, and any proposals to vary them, comply with the law, 
any appropriate codes of practice and the Council's Constitution;
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b. Ensuring that the S151 Officer complies with the Treasury Management Policy 
Statement and Treasury Management Practices;

c. To give advice to the S151 Officer when it is sought.
5.4.9 Internal Audit

Internal audit shall be carried out by the Audit and Risk Management Unit (ARMU).  
The responsibilities of AMRU shall be to: -
a. Review compliance with the approved Treasury Management Policy Statement 

and Treasury Management Practices;
b. Review division of duties and operational practice;
c. Assess value for money from treasury activities;
d. Undertake probity audits of the treasury function.

5.5 ABSENCE COVER ARRANGEMENTS

5.5.1 Daily money-market dealing is to be carried out by a member of the Treasury team.  
The team comprises the Finance Manager and the Senior Finance Support Officer 
and they will endeavour to plan leave so that their absence is not concurrent.

5.5.2 In the absence of both members of the Treasury team, cover will be provided by 
other members of the accountancy team. 

5.5.3 Transaction authorisation is to be given out by one of the Strategic Finance 
Managers 

5.5.4 If operational requirements dictate, the S151 Officer may give other officers 
temporary powers to conduct or authorise transactions.  

5.6 DEALING LIMITS

5.6.1 Overall limits are set out in TMP4 Approved instruments, methods and techniques.
5.6.2 There are no further limits placed on the powers of individual officers to conduct or 

authorise transactions.

5.7 LIST OF APPROVED BROKERS
5.7.1 Approved brokers:

a. ICAP;
b. Martin Brokers (UK) plc;
c. Prebon Yamane;
d. Tradition UK Ltd;
e. Sterling International Brokers Limited;
f.     ICD Institutional Cash Distributors

5.7.2 Brokers are regulated by the Financial Conduct Authority (FCA) and also governed 
by the Non-Investments Products Code.  The Treasury Manager may add properly-
registered brokers to the approved list as he/she sees fit.

5.8 POLICY ON BROKERS’ SERVICES
5.8.1 Apart from the following transactions all treasury management deals shall be 

conducted through brokers:
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a. Deals with the Barclays Bank plc;
b. Investments with the DMO;
c. Loans from PWLB;
d. Investments in call accounts ( Svenska / Barclays FIBCA).
e. Investments in Money Market Funds (Prime Rate/Standard 

life/Blackrock/Deutsche)
f. Investments with Bank of Ireland / Anglo Irish Bank 
g. Rescheduling of market loans directly with existing lenders

5.9 POLICY ON TAPING OF CONVERSATIONS
5.9.1 Officers undertaking treasury management activities may have their telephone 

conversations taped by other organisations.  
5.9.2 Some telephone conversations may be recorded by Council Voice Communications 

staff as a matter of routine, but Finance and Support Services staff are not required 
to tape conversations.

5.10 DIRECT DEALING PRACTICES
5.10.1 See 5.8.1

5.11 SETTLEMENT TRANSMISSION PROCEDURES
5.11.1 Investments shall be transmitted via the Barclays.net system.  There are three 

steps to this process:
a. Set the payment up in Barclays.net;
b. Electronic approval in Barclays.net;
c. Verification of the payment post authorisation

5.11.2 Steps a and c are to be conducted by the treasury management team, step b by an 
officer with power to approve a treasury management transaction (see 5.4 above).  
Access restrictions on the system, maintained by the Strategic Finance Manager 
shall ensure the division of duties.

5.11.3 In the case of failure of the Barclays.net system, transactions may be actioned 
directly in the local branch of Barclays Bank.  Documents shall be signed by the 
officer arranging the transaction and by the authorising officer (who shall have the 
appropriate signatory level on the authorised signatory list of the bank account) so 
that the same authorities and divisions of duties apply.

5.11.4 Investments with Barclays Bank may be conducted by treasury management 
officers manually, subject to the normal authority.
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5.12 DOCUMENTATION REQUIREMENTS
5.12.1 Each treasury management transaction shall be evidenced by a dealing slip, 

containing the details of the transaction and signed by:
the officer who carries out the transaction and inputs it into the Barclays.net 
system;
the officer who authorises the transaction and electronically approves it in the 
Barclays.net system.

5.12.2 The Financial Support Officer shall file dealing slips and check them against 
confirmation slips received from the other parties in treasury management 
transactions.

5.13 ARRANGEMENTS CONCERNING THE MANAGEMENT OF THIRD-PARTY 
FUNDS

5.13.1 The treasury management policy and practices shall apply to the funds of Salford 
Community Leisure Ltd (SCL) and any similar organisation created for the provision 
of services on behalf of the City Council, where such funds are managed by the 
treasury management team.  The Council’s treasury management team shall 
manage these funds as part of their overall activities.

5.13.2 In general, any trust fund monies or other third-party funds managed by the 
Council’s treasury management team shall be consolidated with the Council’s 
monies for treasury management purposes and the treasury management policy 
and practices shall apply.

5.13.3 Where officers of the Council, acting as trustees of any fund (and not as officers of 
the Council) manage trust fund monies, the policy and practices of the trust fund 
shall apply, not those of the Council.

5.14 ARRANGEMENTS FOR LOCALLY-MANAGED SCHOOLS TO ENSURE 
COMPLIANCE WITH THE CODE AND THE AUTHORITY 'S POLICIES AND 
PRACTICES.

5.14.1 The School Bank Accounts Scheme enables schools to operate bank accounts with 
those high street banks and building societies listed on the ‘approved institutions list 
maintained by the City Treasurer’.  

5.14.2 Schools are not permitted to lend, invest or otherwise place funds except in 
accordance with the Scheme without the prior permission of the S151 Officer, to be 
obtained via the Treasury Manager, nor are schools permitted to borrow money 
except from the Council.  

5.14.3 The approved institutions list maintained by the S151 Officer shall include those 
banks and building societies set out in the counterparty list in TMP1 Treasury Risk 
Management.



66

SCHEDULE TO TMP6 - REPORTING REQUIREMENTS AND MANAGEMENT 
INFORMATION REQUIREMENTS

6.1 ANNUAL TREASURY MANAGEMENT STRATEGY STATEMENT

The Treasury Management Strategy sets out expected treasury activities for the 
forthcoming financial year. This Strategy will be submitted to Council for approval 
before the commencement of each financial year. 

The formulation of the annual Treasury Management Strategy involves determining 
the appropriate borrowing and investment decisions in the light of the anticipated 
movement in both fixed and shorter-term variable interest rates.  For instance, the 
Council may decide to postpone long-term borrowing if fixed interest rates are 
expected to fall, or borrow early if fixed interest rates are expected to rise. 

The Treasury Management Strategy shall include sections detailing:
a. The requirement to produce a balanced budget;
b. The current portfolio;
c. The prospects for interest rates;
d. The limits placed on treasury activities (see 6.2);
e. The borrowing strategy;
f. The investment strategy (including the appointment of fund managers);
g. The policy concerning investment versus debt redemption;
h. The expectations for debt rescheduling;
i. Any extraordinary treasury issue (such as the implications of a LSVT or 

housing company).

The Treasury Management Strategy will state the expected move in interest rates 
(using all available information such as published interest rate forecasts where 
applicable) and highlight sensitivities to different scenarios. 
The Treasury Management Strategy Statement will include specific reference to the 
need to comply with the balanced budget requirement per the Local Government 
Finance Act 1992 S33.  S32 also requires a local authority to calculate its budget 
requirement for each financial year, including the revenue costs which flow from 
Capital financing decisions. 

6.2  TREASURY LIMITS

6.2.1. As required by the Local Government Act, 2003, the Council must approve before 
the beginning of each financial year the following treasury limits:
a. The overall borrowing limit;  
b. The amount of the overall borrowing limit which may be outstanding by way 

of short-term borrowing;   
c. The maximum proportion of interest on borrowing which is subject to variable 

rate interest.         

The S151 Officer is responsible for incorporating these limits into the Annual 
Treasury Management Strategy, and for ensuring compliance with the limits.  Full 
Council may approve amendments to the limits should it prove necessary.
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6.3  ANNUAL REPORT ON TREASURY MANAGEMENT ACTIVITY

An annual report will be presented to Overview and Scrutiny Board at the earliest 
practicable meeting after the end of the financial year, but in any case by the end of 
September.  This report will include the following:

a. A comprehensive review for the financial year of all treasury policies, plans, 
activities and results;

b. Transactions executed and their revenue (current) effects;
c. A report on the risk implications of decisions taken and transactions 

executed;
d. Monitoring of compliance with approved policy, practices and 

statutory/regulatory requirements;
e. Monitoring of compliance with powers delegated to officers;
f. The degree of compliance with the original strategy and explanation of 

deviations;
g. Explanation of the future impact of decisions taken;
h. Measurements of performance;
i. A report on compliance with CIPFA Code recommendations.

 6.4 MANAGEMENT INFORMATION REPORTS

The Treasury Manager shall prepare a weekly report for the City Treasurer, copied 
to the Strategic Finance Manager.  The report shall contain the following details:

a. A weekly summary of money market dealings;
b. A ten year history of movements in the Base Rate;
c. A comparison of investment interest against budget;

d. A cash flow monitoring and forecasting statement

The Council’s treasury management advisors shall prepare a quarterly treasury 
management update for distribution to the Lead Member, the S151 Officer and the 
Head of Financial Management.  The report shall contain the following:

a. Detailed analyses of borrowing and investment portfolios;
b. A debt maturity profile;
c. Details of interest rates and movements;
d. The prospects for interest rates;
e. Details of any debt rescheduling;
f. Capital financing requirement;
g. Details of any extraordinary treasury issue.
h. Prudential indicators
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6.5  PERIODIC MONITORING COMMITTEE REPORTS

A half yearly update report will be presented to the Overview and Scrutiny Board at 
the earliest practicable meeting after the end of the financial year, but in any case 
by the end of November.  This report will include the following:

a. A comprehensive review for the financial year of all treasury policies, plans, 
activities and results;

b. Transactions executed and their revenue (current) effects;
c. A report on the risk implications of decisions taken and transactions 

executed;
d. Monitoring of compliance with approved policy, practices and 

statutory/regulatory requirements;
e. Monitoring of compliance with powers delegated to officers;
f. The degree of compliance with the original strategy and explanation of 

deviations;
g. Explanation of the future impact of decisions taken;
h. Measurements of performance;
i. A report on compliance with CIPFA Code recommendations.
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SCHEDULE TO TMP7 - BUDGETING, ACCOUNTING AND AUDITING 
ARRANGEMENTS

7.1 STATUTORY/REGULATORY REQUIREMENTS
7.1.1 In its treasury management activities, the Council shall have regard to all relevant 

pieces of primary and secondary legislation.  Some of the most important sections 
are set out below.

7.1.2 It is a statutory requirement under Section 33 of the Local Government Finance Act 
1992, for the Council to produce a balanced budget.  In particular, Section 32 
requires a local authority to calculate its budget requirement for each financial year 
to include the revenue costs that flow from Capital financing decisions.  This, 
therefore, means that increases in Capital expenditure must be limited to a level 
which is affordable within the projected income of the Council for the foreseeable 
future.7.1.3 Under s151 of the Local Government Act 1972, the Chief Finance 
Officer must make proper arrangements for the financial affairs of the Council.

7.1.4 Under s66(4) of the Local Government and Housing Act 1989, the Council is 
required to follow ‘proper accounting practice’ (by adhering to standards such as 
those set out in 7.2 below).

7.2 ACCOUNTING PRACTICES AND STANDARDS
7.2.1 In accounting for its treasury management activities, the Council shall apply:

a. CIPFA’s code of practice ‘Treasury Management in the Public Services’;
b. CIPFA’s code of practice ‘Best Value Accounting’;
c. CIPFA’s code of practice ‘Local Authority Accounting in the United Kingdom’;
d. CIPFA’s prudential code ‘Capital Accounting in Local Authorities’.

7.2.2 The Council shall also apply Financial Reporting Standards (FRSs), Statements of 
Recommended Practice (SORPs), and any other codes of practice or standards 
that are recognised as representing good accounting practice.

7.3 SAMPLE BUDGETS / ACCOUNTS
7.3.1 The Council’s budget is set out annually in the document ‘Revenue Estimates and 

Capital Programme’, also published on the internet at www.salford.gov.uk
7.3.2 The Council’s Statement of Accounts is published annually and is also included on 

the internet at www.salford.gov.uk
7.3.3 Comprehensive backing papers to all sets of accounts are maintained on the 

Corporate Accountancy team of the Finance Division of the Finance and Support 
Services Directorate.

7.4 LIST OF INFORMATION REQUIREMENTS OF EXTERNAL AUDITORS
7.4.1 Treasury management functions are subject to audit by the Council’s external 

auditors, Grant Thornton, on an annual basis.  These audits may be carried out by 
members of Audit and Risk Management Unit, the Council’s internal audit team, 
under ‘managed audit’ arrangements.

http://www.salford.gov.uk/
http://www.salford.gov.uk/
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7.4.2 Auditors are entitled to ask for evidence in order to form an opinion on the 
Authority’s accounts.  To that end, treasury management officers shall answer any 
audit questions and make available any and all documents relating to treasury 
management activities.



71

SCHEDULE TO TMP8 - CASH AND CASH FLOW MANAGEMENT

8.1  ARRANGEMENTS FOR PREPARING/SUBMITTING CASH FLOW STATEMENTS

8.1.1 Treasury management staff shall:
a. Prepare regular cashflow reports;
b. Send the report to Head of Finance/Strategic Finance Manager 
c. Maintain a record of loan transactions on the pslive database;
d. Produce the Annual Report of Treasury Management activities.

8.2 CONTENT AND FREQUENCY OF CASH FLOW BUDGETS
8.2.1 Treasury management staff prepare a daily cash flow budget to determine daily 

funding requirements.  This is to be checked by another member of staff and 
authorised by an appropriate officer as set out in TMP5 Organisation, clarity and 
segregation of responsibilities, and dealing arrangements. 

8.2.2 Treasury management staff shall prepare regular cashlfow forecasts.

8.3 LISTING OF SOURCES OF INFORMATION
8.3.1 Sources for cash flow statements and budgets include:

a. MASS report from Barclays Bank plc;
b. Daily report from Barclays Bank plc;
c. Creditor system interrogation;
d. pslive system;
e. Diary information.

8.3.2 Diary information comprises data on expected payments and receipts from a 
number of internal sources, such as:

a. Loan/investment details;
b. Lease contract data;
c. Invoices for CHAPS payments;
d. Schedules of precept payments;
e. Schedules of PWLB payments;
f. Anticipated regular large payments/receipts, e.g. Council Tax, business 

rates, salaries, grants;
g. Ad hoc information from accountants on expected large payments/receipts.

8.4 BANK STATEMENTS PROCEDURES
8.4.1 Bank statements are received in three ways:

a. Through the Barclays.net system (and which can be fed directly into the 
income system);

b. Electronically (to be fed into the General Ledger system);
c. Via the post in the form of hard copy statements plus supporting schedules.
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8.5 PAYMENT SCHEDULING AND AGREED TERMS OF TRADE WITH CREDITORS
8.5.1 The Council has two standard contract conditions documents – one for goods and 

one for services – however, these may be modified for individual contracts.  The 
standard payment terms are 30 days after receipt of goods or services.

8.5.2 The creditors (SAP accounts payable or AP) system is run to generate BACS 
payments and cheques every working day.  

8.5.3 The system prepares a payment for an invoice whenever the payment terms for 
that particular supplier cause it to fall due.  The default payment term is 30 days, 
but these can be overridden for particular suppliers (or for certain invoices) to terms 
of 7 days or ‘for immediate payment’.

8.6 ARRANGEMENTS FOR MONITORING DEBTORS / CREDITORS LEVELS
8.6.1 Treasury management staff have access to the SAP AP system.  Creditor levels 

are monitored on a daily basis to inform daily cash-flow decisions.
8.6.2 Debtors staff are instructed to inform treasury management staff when significant 

payments are expected.

8.7 PROCEDURES FOR BANKING OF FUNDS
8.7.1 There are no longer any significant cash collection facilities run by the Council.  

Those establishments that do collect cash and cheques for fees and charges are 
required to make adequate arrangements for the security of monies and regular 
banking arrangements.

8.7.2 The Council has Post Office-run giro accounts to collect the majority of the cash 
and cheques previously paid into Council cash offices.  The funds in these accounts 
are transferred into the Council’s bank accounts on a weekly basis. Various other 
cashless collection facilities administered by Allpay are used and funds are 
transferred to the Council on a daily basis. 

8.7.3 The most important of the funds with regard to the collection of income are:
a. Council Tax;
b. NNDR;
c. Housing rents;
d. Sundry debtors.

8.7.4 The Council encourages the majority of payers to use means of direct payment into 
the Council’s bank accounts.

8.8 PRACTICES CONCERNING PREPAYMENTS TO OBTAIN BENEFITS
8.8.1 When procuring goods and services under a contract, the Council’s standard 

tendering procedures include a question on possible discounts for early payment.  
8.8.2 At their discretion, directorates’ administrative staff may accelerate payment of 

creditor invoices through the urgent payments system in order to secure a discount.
8.8.3 On request, treasury management officers provide analyses of the cash flow 

benefits of earlier collection of income or later payment of creditors to cost centre 
managers, in order to inform budgeting/savings decisions.
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SCHEDULE TO TMP9 - MONEY LAUNDERING

9.1 PROCEDURES FOR ESTABLISHING IDENTITY / AUTHENTICITY OF LENDERS
9.1.1 This organisation does not accept loans from individuals.  All loans are obtained 

from the PWLB or from authorised institutions under the Banking Act 1987.  The 
names of these institutions appear on a register of authorised institutions 
maintained by the Financial Conduct Authority.  This register can be accessed 
through their website on www.fca.org.uk.

9.2 METHODOLOGY FOR IDENTIFYING SOURCES OF DEPOSIT.
9.1.1 The Council uses brokers to obtain some loans.  Initially, the source of a particular 

deposit is unidentified, as is required by the codes of conduct under which brokers 
are required to operate.

9.1.2 The Council is able to place reliance on the brokers because of the codes under 
which they operate and their monitoring by the FSA.  Brokers use only recognised 
sectors, ie banks, building societies, universities, local government and large 
corporate organisations.  Any new accounts must first be approved by brokers’ 
compliance officers.  Their experience and knowledge of the market further protects 
the Council against money laundering activities.

http://www.fca.org.uk/
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SCHEDULE TO TMP10 - STAFF TRAINING AND QUALIFICATIONS

10.1 DETAILS OF APPROVED TRAINING COURSES
10.1.1 Approved courses are those provided by SLink, the Council’s treasury management 

consultants, including:
a. Introduction to treasury management;
b. Treasury management for practitioners;
c. Other relevant courses.

10.1.2 Other approved courses include any provided by CIPFA or any other considered 
suitable by the S151 Officer.

10.1.3 Internal training through periodic accountants briefings and, where relevant, on-the-
job training, is also provided.

10.2 RECORDS OF TRAINING RECEIVED BY TREASURY STAFF
10.2.1 The Strategic Finance Manager shall arrange for the review of training needs via 

regular appraisal and for a record to be kept of training delivered to treasury 
management staff.

10.2.2 The Finance Division of the Finance and Support Services Directorate has adopted 
a scheme of continuing professional development for all senior accountancy staff. 
This scheme applies to all staff engaged on treasury management activities.

10.3 CAREER DEVELOPMENT / SUCCESSION ARRANGEMENTS
10.3.1 The Council’s equal opportunities policy requires that all vacancies are filled by the 

standard recruitment and selection procedures.  The policy does not allow for 
succession arrangements.

10.3.2 The Head of Financial Management and Strategic Finance Manager shall be 
responsible for the development of treasury management staff to help ensure that 
they are capable of competing with other applicants in pursuit of career 
advancement.

10.4 APPROVED QUALIFICATIONS FOR TREASURY STAFF
10.4.1 Approved qualifications are:

a. AAT;
b. CIPFA (or other CCAB).

10.5 RECORD OF SECONDMENT OF SENIOR MANAGEMENT (not applicable)

10.6 STATEMENT OF PROFESSIONAL PRACTICE (SOPP)
10.6.1 Where the Chief Financial Officer is a member of CIPFA, he must be seen to be 

committed to professional responsibilities through both personal compliance and by 
ensuring that relevant staff are appropriately trained.

10.6.2 Other staff involved in treasury management activities who are members of CIPFA 
must also comply with the SOPP.
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SCHEDULE TO TMP11 - USE OF EXTERNAL SERVICE PROVIDERS

11.1 DETAILS OF CONTRACTS WITH SERVICE PROVIDERS, INCLUDING 
BANKERS, BROKERS, CONSULTANTS, ADVISERS

11.1.1 Banking services
a. Name of supplier of service: Barclays Bank plc
b. Contract commenced: 1 January 2016 and runs for 27 months to 31 March 

2018 with the option of a further year to 31 March 2019.
c. Cost of service: the cost is partly transaction-based, full details are available
d. Payments due: quarterly
e. Terms for early termination of the contract: either party may terminate the 

contract at the break points.
11.1.2 Money-broking services

a. Names of supplier of service: 
b. ICAP
c. ICD
d. Martin Brokers (UK) plc
e. Prebon Yamane 
f. Tradition UK Limited
g. Sterling International Brokers Limited
For all of these brokers the council has opted up to professional status under 

MIFID II.  

11.1.3 Cash/fund management services
a. Name of supplier of service: Not applicable

11.1.4 Consultants’/advisers’ services
a. Name of supplier of service:  Link Asset Services Ltd.
b. Contract commenced 1st January 2016 for twenty seven months to 31st 

March 2018 with the option of a one year extension. 
c. Cost of service: £14,250 p.a. 
d. Payments due: bi-annually
e. Terms for early termination of the contract: by agreement

11.1.5 PROCEDURES AND FREQUENCY FOR TENDERING SERVICES  
Treasury management tenders will follow standard Council practice as set down in 
Standing Orders and Financial Regulations and, where appropriate, OJEC 
procedures.
The City Treasurer shall consider an appropriate contract length during the 
tendering process.
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SCHEDULE TO TMP12 - CORPORATE GOVERNANCE

12.1 LIST OF DOCUMENTS TO BE MADE AVAILABLE FOR PUBLIC INSPECTION
12.1.1 Documents made available to the public shall be:

a. The annual Statement of Accounts;
b. The annual report on Treasury Management Strategy;
c. The Treasury Management Policy;
d. Treasury Management Practices (TMPs);
e. Any other treasury management report that falls to be considered under Part 

1 (open to the public).

12.2 PROCEDURES FOR CONSULTATION WITH STAKEHOLDERS.
12.2.1 Stakeholders include:

a. Members of the Council;
b. Citizens of Salford;
c. The partners discussed in TMP11 Use of external service providers;
d. Other directorates of the Council.

12.2.2 The Lead Member shall be accountable to the Council for treasury management.  
The annual report is to be submitted to Council.

12.2.3 Members shall be accountable to the citizens of Salford through the normal 
democratic procedures.  Interested parties may question Members through forums 
such as Councillors’ surgeries and Community Committees.

12.2.4 The Treasury Manager shall maintain good relationships with the Council’s 
partners.

12.2.5 Treasury management is a specialist financial activity and the S151 Officer shall 
direct it as he sees fit within his s151 duties.  Where other directorates have an 
interest through the budget process, details of cost and activities shall be made 
available to them.



77

APPENDIX J
TREASURY MANAGEMENT POLICY STATEMENT

‘The policies and objectives of treasury management activities in Salford City Council are 
defined as follows:- 

Salford City Council defines its treasury management activities as:

“The management of the authority’s 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”.

Salford City Council regards the successful identification, monitoring and control of risk to be the 
prime criteria by which the effectiveness of its treasury management activities will be measured. 
Accordingly, the analysis and reporting of treasury management activities will focus on their risk 
implications for the City.

Salford City Council acknowledges that effective treasury management will provide support 
towards the achievement of its business and service objectives.  It is, therefore, committed to the 
principles of achieving best value in treasury management and to employing suitable performance 
measurement techniques within the context of effective risk management.’
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