
 
 
THIS REPORT AND BACKGROUND INFORMATION ARE OPEN TO INSPECTION 
BY MEMBERS OF THE PUBLIC.  
 
 

 

Report to: 
 

Cabinet 
13th February 2018 

 
Key Decision  
 
Forward Plan Ref No 

Yes 
 
1519/1217 

Strategic  
Theme: All  Portfolio 

 
Leader 

 Relevant Overview and 
Scrutiny Committee(s) 

Overview and 
Scrutiny 
Management 
Board 

 
REPORT OF: The Chief Executive 
 
WARDS AFFECTED:  All 
 
 
Subject:  Capital Investment Strategy 2018/19 to 2020/21 and Treasury 

Management 2018/19 
 
1. Purpose of the Report 
 
1.1 The purpose of this report is to set out the proposed Capital Investment 

Strategy and Capital Programme for 2018/19 to 2020/21.  The Council 
continues to deliver significant capital investment that will improve 
infrastructure, support economic regeneration and improve facilities across 
the District. 

 
1.2 In October 2017, Cabinet received a report on the Strategic and Corporate 

Asset Management Plan (SCAMP).  This report provides an update on the 
SCAMP within the context of the Council’s overall Capital Investment 
Strategy, and specifically the intention to improve the scale and quality of 
the Council’s Property and Asset Investment Portfolio. 

 
1.3 This report also sets out the Treasury Management Strategy and Policies 

for the 2018/19 financial year. 
   
  



2. Recommendations 

 That Cabinet recommends to Council; 

2.1 Approval of the Capital Investment Strategy and updated Capital 
Programme for 2018/19 to 2020/21 as set out in Appendix 1. 

2.2 Support the proposals to enhance the scale and quality of the Council’s 
Property/Asset Investment Portfolio. 

2.3 Approval of the Treasury Management Issues for 2018/19, including the 
revised Minimum Revenue Policy Statement, as set out in appendices 2 to 
8. 

 
3. What does this mean for the District? 
 
3.1 The Government’s austerity drive has hit public services hard with 

Government funding cuts, and restrictions on the setting of council tax, 
business rates retention and potential localism.  Adding to these pressures, 
the demand for public service such as health, social care and education 
has increased.  There also remains marked inequality across areas of the 
country, with pockets of both deprivation and affluence.   The continuing 
reductions in Government funding have the most detrimental impact on the 
most vulnerable across the District, those who rely most heavily on 
essential public services. 

 
3.2 The Revenue Budget and Council Tax Report 2018/19, elsewhere on 

today’s agenda, proposes that the Council’s overall aim should be, to be a 
caring, ambitious and modern Council, creating a healthy place where 
citizens of all ages thrive, businesses succeed and visitors enjoy and add 
to our economy. 

 
3.3 To achieve this objective, the Council’s priorities will be: 
 

• Wakefield Wellbeing – supporting busy lives to be healthy and 
fun, tackling poverty, promoting pride and care in communities 
and encouraging ‘good business’ 

 
• Learning Wakefield – boosting skills, ambition, opportunity and 

achievement; from early years and education, throughout 
working life and into productive retirement. 

 
• Destination Wakefield – investing in the potential of all towns 

across the District to act as magnets for investment 
opportunities, business growth and tourism. 

 
• Inventive Enterprising Wakefield – supporting people and 

businesses to be innovative and cutting edge, with a real focus 
on skilled, well-paid work fit for the future. 

 
• Active and Inspired Wakefield – connecting people to our unique 

cultural, sport and countryside offer, lifting up wellbeing and 
enjoyment of the District. 



 
3.4 Each of these will be underpinned by specific programmes and initiatives 

targeted at the issues most important to our stakeholders. Wellbeing 
Wakefield, in particular, will focus on quality of life issues such as reducing 
anti-social behaviour and, together with Active and Inspired Wakefield, will 
ensure action to support children and vulnerable adults. Action will also be 
tailored to the specific needs of our many different places; business and 
community support in the five towns, for example, may need different 
action from other parts of the District.   

 
3.5 There will also be an internal ‘challenge’ to ensure the Council is effective 

and efficient in meeting priority actions. 
 
3.6 The ability of the Council to shape the District in a way that positively 

supports residents and businesses is significant.  The Council is uniquely 
placed to use its capital investment to help to drive regeneration and 
economic growth across the District.  

 
3.7 An effective treasury management activity ensures that the Council makes 

best use of its cash flows and achieves the optimum balance between 
borrowing and investment.  This helps to maximise the funds available to 
the Council to deliver essential services.  

 
4. Background Information 
 
4.1 The Council owns a diverse range of land and property, some 1,680 plus 

assets, including agricultural land, schools, libraries and museums, 
cemeteries and crematoriums, car parks, allotments, offices, workshops, 
depots, heritage buildings and storage accommodation.  The Council also 
owns a portfolio of investment assets across the District which help to 
stimulate regeneration and economic growth and also provide revenue 
income to the Council.  

 
4.2 Treasury Management is the management of the Council’s investments 

and cash flows, its banking, money market and capital transactions; the 
effective control of the risks associated with those activities and the pursuit 
of optimum performance which is consistent with those risks. 

 
4.3 The Treasury Management function is governed by provisions set out 

under part 1 of the Local Government Act 2003, whereby the Council must 
have regard to the Chartered Institute of Public Finance and Accountancy 
(CIPFA) Prudential Code and the CIPFA Treasury Management in the 
Public Services Code of Practice. 

4.4 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 risk is managed 
•  The implications for future financial sustainability 

 
4.5 The aim of the report is to ensure that Council fully understands the overall 

strategy, governance procedures and risk appetite entailed by the 
Strategy. Although this Capital Strategy is not required until 2019/20, a 
Capital Strategy (paragraphs 6 to 10) for the Wakefield District has been 
prepared in readiness for this requirement.   

 
4.6 In preparing the capital programme update, ongoing reviews of the phasing 

of expenditure on existing capital schemes has been done, together with 
an up to date projection of capital resources. Where appropriate, scheme 
estimates have been updated and revised. 

 
5. The Strategic and Corporate Asset Management Plan  
 
5.1 At its meeting in October 2017, Cabinet received a report on the Strategic 

and Corporate Asset Management Plan (SCAMP) and agreed its full 
implementation, with a request for an update report by April 2018.  The 
SCAMP provides the framework that will guide the Council’s future 
strategic property decisions, enabling the management of operational land 
and property assets as well as management of the Council’s portfolio of 
investment properties. 

 
5.2 In summary, the SCAMP will: 
 

• guide the Council’s future strategic property decisions aligned to 
the Council’s objectives and priorities, 

• improve the effectiveness and efficiency of the Council’s 
operational property assets. 

• drive additional and sustainable revenue from the Council’s 
property portfolio. 

• help to identify opportunities for the Council to use its property 
assets to stimulate regeneration and economic growth across 
the District and to protect the environment. 

 
5.3 One of the Council’s main aims and ambition is around regeneration and 

economic growth and to create the right conditions across the District for 
businesses to thrive. 

 
5.4 Investment Portfolio – there are clear benefits to the Council from 

holding a property and asset investment portfolio.  In the medium and 
long-term it provides the opportunity to build on the Council’s role as a 
major regeneration body both within the District and wider region, and 
enables the Council to influence the shape and direction of the local 
economy to deliver for the residents of the District.  The portfolio also 
delivers a net revenue yield that supports critical Council services. 

 
5.5 Through the SCAMP, the Council will undertake to improve the scale and 

quality of the Investment Portfolio including strategic acquisition of 
property and assets where there is a strong financial case to do so.  Such 
acquisitions will help to deliver multiple objectives, both in terms of 



regeneration and economic growth and diversification of the portfolio, but 
will also to help and support the Council’s revenue budget.   When 
considering any acquisition, consideration will be given across a range of 
issues and risks such as the location of the investment; the type of 
property; the security and strength of covenant and yield; the potential for 
appreciation and capital growth; as well as fit and risk diversification within 
the existing portfolio. 

 
5.6 The Council will use prudential borrowing to fund these strategic 

acquisitions.  Currently, interest rates remain at a low level and the rental 
income from the strategic acquisitions should more than cover the 
associated debt costs, whilst also providing a substantial net yield to 
support the Council’s revenue budget.   The Council has the ability to fix 
interest payments over the long-term which will remove the risk of any 
interest rate volatility. 

 
5.7 Each strategic acquisition will be subject to a robust business case 

process with due diligence, and will be judged against a set of overarching 
investment objectives, namely: 

 
• To support the place-shaping ambitions of the Council: to use 

the Council’s investment portfolio to help to drive regeneration, 
economic growth and diversification of the local economy and 
intervene where there are poor economic conditions. 
 

• To generate additional social value through better outcomes: 
linked to place shaping, there is a need to improve key social 
indicators in the District, for example, levels of poverty, educational 
attainment, employment / skills, reduced crime, health outcomes 
etc. 
 

• To generate more income: to drive additional value and create 
sustainable net revenue to underpin the quality of public services 
provided to residents, businesses and those visiting the District. 

 
• To achieve returns based on an acceptable level of risk:  the 

Council will take a cautious view in terms of risk appetite and any 
required return has to be commensurate to the risk.  The Council 
is prepared to consider lower financial returns for investments with 
strong financial benefits, for example, wider regeneration 
outcomes such as jobs /prosperity, healthier communities etc..  
However, all new investments must meet a base financial test and 
demonstrate that they are expected to be net revenue contributors. 

 
 
5.8 It is proposed that the following principles will govern the way the Council 

invests in assets within the investment portfolio: 
 

• All new acquisitions within investment portfolio must be 
expected to make a direct financial return – this will enable the 



gross yield from the investment to cover the debt costs and 
generate a surplus to cover overheads and risk. 
 

• The level of financial return expected should be considered 
against market norms for similar projects – where projects 
have a strong indirect financial case and/or a strong economic 
case – a reduced financial return may be considered – noting that 
all projects should still be expected to contribute a net direct 
financial return. 

 
• It is anticipated that the prime focus for investment projects 

will be within the Wakefield area - or within the wider region 
where the investment might benefit the residents or businesses 
located in the District and diversify the portfolio and reduce overall 
portfolio risk. 

 
• Maintaining a balanced portfolio in order to diversify risk – the  

Council will seek to balance its risk exposure across its portfolio in 
terms of types of property/asset, location, lease lengths, etc. 

 
• Individual opportunities are to be rigorously assessed in 

advance of any investment – this will include due diligence, 
impact on council revenues and balance sheet, risk assessments 
and potential financial impacts, portfolio risk, ownership and exit 
strategies. 

 
 

5.9 There may be a need for the Council to be able to respond quickly as an 
investment opportunity arises and clear and agile governance structures 
and processes will therefore need to be put in place.  These will be 
supported by detailed processes and procedures including detailed 
appraisals of each potential acquisition. 

 
5.10 Provision of £50m has been included in the capital programme, phased 

across the life of the programme and funded by prudential borrowing.  
This provision will be drawn down as required, subject to governance and 
business case processes mentioned above. 

  



6. Capital Investment Strategy and Capital Programme 
 2018/19 - 2020/21. 
 
6.1 The District faces a number of significant economic challenges.  The 

Council continues to invest in the District in order to support regeneration 
and stimulate economic growth across the District.  The Council has 
secured significant successes working with partners on regeneration 
initiatives in recent years.  However, it continues to drive economic growth, 
skills development and other strategic approaches to promote growth that 
benefits the residents and communities of the Wakefield District. 

 
6.2 The aim of the Capital Investment Strategy is to provide a framework within 

which the Council’s capital investment plans will be prioritised and 
delivered.  It has been prepared over three financial years and will be 
updated and rolled-forward each year.  The Strategy’s principal aim is to 
deliver an affordable programme that is consistent with the Council’s 
priorities and objectives.   

 
6.3 This Strategy is intended to be used by all stakeholders to show how the 

Council prioritises and makes decisions on capital investment and how this 
investment supports the Council’s priorities and ambitions.  The Strategy 
also; 

 
• Provides Members with an understanding of the need for capital 

investment and provides information to support their role in terms of 
challenge and scrutiny. 

 
• Enables Cabinet and/or Council to decide on capital investment 

within the overall context of investment need and affordability. 
 
• Provides officers with an understanding of the Council’s capital 

investment priorities, to assist them in developing business cases 
for capital resources and to confirm their role in the capital project 
management and monitoring arrangements. 

 
• Demonstrates to residents how the Council seeks to invest for the 

benefit of the District and how the Council manages its capital 
resources and asset portfolio. 

 
• Share with partners the Council’s vision and help to co-ordinate and 

promote opportunities for joint working. 
 
6.4 The key principles of the Capital Investment Strategy are: 
 

• To deliver an affordable capital programme over the full life cycle of 
all projects. 
 

• To deliver a strategy/ capital programme that is consistent with the 
Council’s medium-term financial strategy. 

 



• To help to achieve the Council’s objectives and that capital 
investment decisions are made with reference to Council priorities. 
 

• That decisions on the financing of the capital programme are taken 
with consideration to the impact on the revenue budget, the treasury 
management strategy and the investment strategy. 

 
• That capital projects follow a rigorous appraisal process considering 

evidence of need, cost, risk and outcome assessment. 
 
• That in respect to the financing of the capital programme, the Chief 

Finance Officer will ensure that the Council will maximise the 
freedom and flexibility afforded by the removal of ring-fencing from 
most funding allocations to facilitate the achievement of the 
Council’s objectives. 

 
• That the Chief Finance Officer will consider and review the use of 

capital receipts, ring-fenced and non –ring fenced funding and 
prudential borrowing to finance capital schemes to maximise the 
benefits to the Council and achieve the Council’s objectives. 

 
• Non ring-fenced capital funding and other non-specific capital 

resources that are not required to support existing commitments will 
initially be pooled.  However, regard will be given and grants will be 
pass-ported in full to the transport agenda and social care funding 
arising from the Better Care Fund pooled arrangements. 

 
• Capital receipts will not be ring-fenced to specific projects unless the 

use of the receipt is governed by legislation or by a specific 
agreement. 

 
• To develop partnerships to with third sector providers. 

 
• To pursue all available external funding where there is direct 

compatibility with the Council’s priorities 
 
7. Capital Investment Approval Process/Governance 
 
7.1 The capital investment approval process outlines the Council’s approach 

to approving capital projects for inclusion into the capital programme.   It is 
essential that the system for capital project approval is sufficiently robust 
to provide assurance that there are sufficient resources to meet the capital 
programme. 
 

7.2 The Council’s Capital Programme is made up of; 
 

a)  The rolling programme – this includes the ongoing investment that is  
needed to continue existing services, for example, the replacement 
and upgrading of ICT equipment and systems; corporate landlord 
projects to ensure existing assets are maintained to appropriate 
standards; and schemes that are an ongoing requirement and funded 
by grant, for example the Disable Facilities Grant. 



   
b) Directorate/Service ‘bids’ - this includes new capital investment 

proposals to support Council priorities. 
 

c) Capital projects and investments that are funded from specific and/or 
ring-fenced grants. 

 
d) Investment to maintain and enhance the scale and quality of the 

Property and Asset Investment Portfolio. 
 
7.3 All capital projects not funded by ring-fenced grants are required to follow 

the procedure set out in the Council’s Financial Procedure Rules and 
supporting guidance in order to be included in the Council’s capital 
programme. 

  
7.4 All new investment proposals are prioritised by the service area by going 

through an appraisal process and establishing links to service business 
and asset management plans and corporate priorities. 

 
8. Summary Capital Programme  
 
8.1 The table below identifies the Council’s capital programme for 2018/19 

through to 2020/21.  The programme has continued to be reviewed on a 
regular basis to identify slippage, re-phasing of capital projects and 
updates of the estimated costs of approved projects.  Capital resources 
forecasts have also been reviewed and updated. 

 
 Summary of the Capital Programme 
 

 
 
8.2 The Capital Programme to 2020/21 reflects the following sources of 

funding; 
 

• Government capital allocations either notified or anticipated  
• Specific Government capital grants which the Council has been 

successful in securing 
• Developer contributions obtained through Section 106 and other 

agreements 
• Anticipated levels of capital receipts 
• Prudential borrowing financed by the Treasury Management budget 

 
8.3 The capital programme contains almost £191m of capital investment in 

the Wakefield District which supports the Council’s key objectives and 

Programme Expenditure 2018/19 2019/20 2020/21 Total
 £000  £000  £000  £000 

Adults, Health and Communities 7,948         3,845         3,545 15,338
Corporate Services 7,010         1,800         750 9,560
Children and Young People 879            500            -  1,379
Council Wide Budgets 7,319         3,676         7,136 18,131
Regeneration & Economic Growth 35,030      50,900      32,802 118,732
Schools 12,764      8,265         6,475 27,504

70,950 68,986 50,708 190,644Total Expenditure



priorities.  This level of investment is likely to increase as the Council 
continues to pursue its approach to securing additional funds through 
capital grant opportunities. 

 
8.4 The Council will continue to maximise the use of capital resources to 

deliver regeneration ambitions and continue to maintain the strategic 
housing focus on securing the delivery of new homes and affordable 
housing. 

 
8.5 The detailed capital programme at Appendix 1 sets out all the capital 

projects.  Some key areas of capital investment include; 
 

• Five Towns leisure - £14.8m 
• Kirkgate Highways scheme - £5.56m funded by West Yorkshire 

Combined Authority 
• Better Care Fund - £14.1m 
• New transport depot - £4m 
• Social Care IT - Care Director replacement - £2.5m 
• Capital Investment in Schools - £27.5m 

 
8.6 The principal aim of the resourcing strategy is to meet the capital financing 

requirements of the programme in the most financially viable way.  The 
strategy takes into account the Council’s policy on the Minimum Revenue 
Provision included within the Treasury Management strategy. 

 
9. Funding the capital programme  
 
9.1 The Council’s capital programme is prepared in context of the overall 

resources available.  Only those schemes supported by a robust business 
case and which support the Council’s objectives and priorities will 
progress.  The strategy allows for an additional increase in debt where the 
additional debt cost is met from schemes that generate savings, or avoid 
revenue costs or provide income streams. 

 
9.2 The Chief Finance Officer will consider the capital programme in its 

entirety assessing the categories of projects and financial resources 
available and make the final decision on how the programme is financed. 

 

 
 
 

Programme Funding 2018/19 2019/20 2020/21 Total
 £000  £000  £000  £000 

Prudential Borrowing 44,199      49,115      32,782 126,096
Grants - Government 18,001      13,123      12,331 43,455
Grants - Other 141            -             -  141
Devolved Formula Capital 450            450            450 1,350
Lottery 218            -             -  218
Contributions 2,673         1,943         1,065 5,681
Capital Maintenance 3,268         2,355         2,080 7,703
Capital Receipts 2,000         2,000         2,000 6,000

Total Funding 70,950 68,986 50,708 190,644



9.3 Government Grants – capital funding from Central Government is split 
into two main categories; 

 
i)  Non-ring fenced – this is funding from Government that is allocated 

through grant.  As it is not ring-fenced, the Council has flexibility in how 
these grant funding is used, although there may be an expectation of 
use for a specific purpose.  Most funding from Government is now non-
ring fenced and whilst initially, the funding may be allocated to a 
specific service area, it can be used to fund prioritised projects across 
the Council with the exception of Transport, Better Care Fund and 
Basic Need.  Generally, this grant funding will be the first call on 
resources to finance priority projects within the capital programme. 

 
ii) Ring fenced – the Council also receives funding from Government 

which is ring-fenced to particular services and therefore has restricted 
use.  For example, Targeted Basic Need grant is only to be used to 
fund school expansions. 

 
9.4 Non-government contributions – some capital projects are financed 

wholly or in part through external grants and contributions that are specific 
to projects and cannot be used for other purposes.  These are a valuable 
source of capital finance and have enabled the Council to deliver a 
substantial number of capital developments that would otherwise have 
been unable to progress.   In the last few years, the Wakefield Eastern 
Relief Road and the Northern Link Road have been completed, funded by 
the West Yorkshire Combined Authority (WYCA).  The current capital 
programme includes schemes within the District such as the Kirkgate 
development and the Civic Quarter, which are funded, wholly or partly, by 
the WYCA. 

 
9.5 Section 106 agreements – section 106 of the Town and Country Planning 

Act 1990 allows the Council to seek to secure benefits to an area or restrict 
uses or activities related to a proposed development when considering a 
planning application.  In order to improve the quality of the proposed 
development and therefore obtain planning permission, the Council may 
require the developer to fund particular works.  The provision of the funding 
is generally contingent on a certain stage in a development being met.  
Once the contributions are received, there is usually a time limit within 
which they must be spent. 

 
9.6 Community Infrastructure Levy (CIL) - the CIL is governed by the 

Community Infrastructure Levy (Amendment) Regulations 2013.  It is a 
levy that Councils in England and Wales can choose to charge to 
developers and landowners when developments commence.  A 
percentage of the charge resulting from a new development must be spent 
on community infrastructure in the neighbourhoods affected by 
development, in consultation with those communities.  Whilst similar to the 
Section 106 monies, it does not replace it. The charges apply to new 
residential developments, retail warehouses and large supermarkets. The 
charges are based on viability evidence and are set at a rate that is 
affordable, without impacting on the delivery of development. 

 



9.7 VAT shelter - one of the implications of the housing stock transfer to 
Wakefield District Homes (WDH) in 2004 is the creation of the VAT shelter.  
This allows WDH to obtain the same VAT exemption on its capital works as 
the Council.  This saving is shared between the Council and WDH.  The 
shelter only applies to first-time improvements and will end in 2018/19. 

    
9.8 Prudential Borrowing - the Council can use this type of borrowing 

(unsupported) subject to the requirements of the prudential code for capital 
expenditure.   Capital (debt) costs are funded from the Council’s revenue 
budget over the lifetime of the new asset.   

 
9.9 Capital receipts - the Council generates its own capital resources through 

the sale of surplus land and buildings.  Councils have the option to use 
capital receipts to fund capital expenditure or they can set them aside to 
redeem debt incurred to fund capital expenditure in previous years. 
Statutory guidance on the flexible use of capital receipts also allows 
councils to fund qualifying revenue expenditure through in-year capital 
receipts. In the first instance, where the sale of an asset leads to the 
requirement to repay grant, that condition will be satisfied.  From 2018/19 
to 2020/21, the Council will use capital receipts to fund qualifying revenue 
expenditure and then will set aside capital receipts to redeem debt 
(equivalent to the value of the minimum revenue provision) rather than use 
to fund new capital investment. 

 
9.10 Funding Capital Investment - once capital grants have been exhausted, 

the Chief Finance Officer will consider whether the remainder of the 
programme will be financed through capital receipts or prudential 
borrowing.  As the capital receipts can be set aside and used for 
alternative purposes, the Chief Finance Officer may decide to use 
prudential borrowing to finance capital investment. 

 
10. Treasury Management Strategy 
 
10.1 The Council’s Treasury Management Strategy (included from paragraph 

11) is intrinsically linked with the Capital Investment Strategy.  It manages 
the Council’s investments and cash flows, banking and money market and 
capital market transactions.  The Treasury Management Budget supports 
the funding of the Council’s capital plans.  These capital plans provide a 
guide to the borrowing need, essentially the longer-term cash flow 
planning, to ensure that the Council can meet its capital spending 
obligations.  This management of longer-term cash may involve arranging 
long or short-term loans, or using longer-term cash flow surpluses. When it 
is prudent and economic, any debt previously incurred may be restructured 
to meet the Council’s risk or cost objectives. 

 
10.2 In line with the Constitution, Council is required to receive and approve, as 

a minimum, three main reports each year; 
 

• Before the start of the financial year, a Treasury Management 
budget report which includes the updated Capital Programme; the 
Minimum Revenue Provision policy statement; how investments 



and borrowings are to be organised (including prudential 
indicators); and an investment strategy. 
 

• A mid-year Treasury Management assurance report to update 
Council with the progress of the capital position; adherence to the 
Treasury Management Strategy and whether any policies require 
revision. 
 

• At the end of the financial year, a Treasury Management Outturn 
report to provide details of actual indicators compared to the 
estimates within the strategy 

 
10.3 Key risks and sensitivities 
 
10.3.1 The range of risks that may impact on this capital strategy must be 

understood, managed and communicated so that measures can be put in 
place to prevent them happening or reduce the effect.  Risk management 
arrangements are in place throughout the organisation.  Audit Committee 
reviews and challenges the strategic key risk periodically and assesses the 
control mechanisms in place to manage such risks. 

 
10.3.2 Failure to manage and prioritise the Council’s financial resources effectively 

is one of these key risks as is the failure to take full advantage of economic 
growth opportunities as national / regional economies grow.  These financial 
risks can be broken down into a number of key areas; 

 
• Implications of global economic conditions on future local 

government funding 
• Shortfall in resources from reduced asset sales & values 
• Lack of a clear financial strategy based on priority outcome 
• Ineffective financial planning 
• Failure to maximise use of resources to support priorities 
• Not managing spending within available resources 
• Failure of internal controls 
• Ineffective management reporting arrangements 
• Institutions defaulting on the Council’s investments 
• Not delivering cost effective & efficient services 
• Future levels of interest rates and the extent to which cash balances 

will determine  the need to borrow 
• The impact of demographic changes in terms of increasing demand 

for Council services 
 

 
  



11. TREASURY MANAGEMENT STRATEGY 2018/19 
 

11.1 Treasury Management is the management of the Authority’s investments 
and cash flows, its banking, money market and capital transactions; the 
effective control of the risks associated with those activities and the pursuit 
of optimum performance consistent with those risks.  

 
11.2 The Treasury Management function is governed by provisions set out 

under Part 1 of the Local Government Act 2003, whereby the Council must 
have regard to the CIPFA Prudential Code and the CIPFA Treasury 
Management in the Public Sector Code of Practice. Both of these codes 
were revised in 2017 and regard has been given to the revised codes in 
the preparation of this document. We are awaiting additional guidance both 
from CIPFA and the Ministry of Housing, Communities and Local 
Government (MHCLG) which will be incorporated into future reports to 
Members. 

 
12.  Treasury management activities for the period ending 31 December 

2017. 
 
12.1 The activities for the period ending 31 December 2017 are shown in 

Appendix 2 and related prudential indicators can be found in Appendix 6.  
The main points are as follows: 

 
• No long term borrowing has matured during the period to 31 

December 2017 and no long-term borrowing was undertaken during 
this period.  

 
• Outstanding debt at 31 December 2017, excluding temporary 

borrowing was £170.0m, at an average rate of 5.84%. £14.5m of 
debt which the Council holds is on behalf of other authorities for 
which they pay the costs.  

 
• The Council’s own outstanding debt is £155.5m. The Council’s 

Borrowing Requirement (the Capital Financing Requirement) is 
forecast at £374.2m for 2017/18.  For accounting purposes, this 
includes the capital financing of PFI Schemes, which the Council 
does not undertake directly. The Council’s Capital Financing 
Requirement for its own direct capital investment is £280.3m. 

 
• The Council is under-borrowed by £124.8m as at 31 December 2017 

as planned within the approved Treasury Management strategies.      
 

• Investable funds at the 31st December 2017 were £28.0m, at an 
average rate of 0.49%.  

 
13. Treasury Management Strategy Statement 
 
13.1 The proposed Treasury Management Strategy Statement for 2018/19 is 

attached at Appendix 4.   
 
13.2 Factors which have been taken into account in formulation of the strategy: 



 

• In response to the global financial crisis which unfolded during 2008 
and which has led to minimal returns on cash deposits and 
increasing counterparty risk, the Council has applied a strategy of 
minimising borrowings and optimising the use of cash balances. This 
has led to a stable borrowing position whereby no new borrowing has 
been undertaken since 2008/09 and opportunities have been taken 
to repay debt where cost effective to do so. This alongside the 
change in MRP policy has resulted in the Council being under-
borrowed by £124.8m. This means the Council has postponed 
borrowings at relatively high cost by temporarily utilising available 
cash which was yielding low returns. 

 
• However, given the historically low borrowing rates it is now 

advantageous to utilise asset backed long-term borrowing to fund 
new capital expenditure. This will enable the flexibility to apply capital 
receipts to reduce the amount that the Council needs to set aside 
from the revenue budget as a prudent minimum revenue provision 
rather than applying the receipts to finance new capital spend. The 
Authorised Debt Limit shown within the Prudential Indicators in 
Appendix 6 retains authorisation for borrowing up to level of the 
Capital Financing Requirement, in order to retain the flexibilities 
necessary to ensure optimisation of treasury management strategies.       

 

• Longer term borrowing rates have remained stable during 2017 but 
are forecast to increase gradually over the next three years.  

 
• The Council has a projected average daily surplus of funds of 

£36.7m which it expects to deposit at an estimated average rate of 
0.35%. This is based on term-deposits already made and a Bank 
Base Rate of 0.50%. 

 
13.3 Objectives of the Strategy are: 
 

• Economy - to achieve the lowest net interest rate costs on 
borrowings, whilst recognising the risk management implications. 

 

• Stability – to prevent the need for excessive borrowing in future years 
when rates may be unfavourable and to protect the annual revenue 
budget from short term fluctuation in interest rates. 

 
13.4 The Strategy is to: 

 

• Borrow sufficient funds to meet the requirements of the Capital 
Programme, to replace maturing debt and meet any short-term cash 
flow requirements taking into account the extent to which a level of 
under-borrowing can be sustained. 

 

• Restructure debt where revenue savings can be achieved, and in 
accordance with the maturity profile.  

 
 

• Manage the debt maturity profile within the limits established in 
Prudential Indicators. 

 



 

• Maintain a spread of maturity dates for investments. 
 
• Provide support to the revenue budget and capital programme 

through effective Treasury Management activities. 
 
14 Annual Investment Strategy 
 
14.1  The proposed Annual Investment strategy is included at Appendix 5 and 

sets out the following: 
 

• strategy guidelines 
   

• the liquidity of investments 
 

• the list of specified and non – specified investments 
 

• the arrangements for monitoring credit quality 

15.  Prudential Indicators 
 
15.1 The CIPFA Prudential Code for Capital Finance in Local Authorities 

contains specific requirements for the manner in which capital spending 
plans are to be considered and approved.  

 
15.2 The Code identifies certain Prudential Indicators that the Council are 

required to approve and monitor and these are set out at Appendix 6. 
Supplementary local indicators can be used where appropriate. 

 
15.3 The indicators submitted for approval include revisions to 2017/18, 2018/19 

and 2019/20 where required and the new indicators for 2020/21.  
 
16. Minimum Revenue Provision (MRP) Policy Statement 
 
16.1 Regulations require Council to approve a Minimum Revenue Provision 

Policy Statement in advance of each financial year.   
 
16.2 There is a variety of options provided to Councils to determine what a 

prudent level of provision is.  The methods as previously approved by 
Council in February 2017 are set out below: 

 
• For capital expenditure incurred before 1 April 2008 or which thereafter 

is Supported Capital Expenditure the Council will calculate MRP based 
on an estimated life of the assets, using the annuity method in 
accordance with the regulations. 
  

• For all unsupported borrowing from 1 April 2008, the Council will 
calculate MRP based on the estimated life of the assets, in accordance 
with the Regulations. 

 



• For all borrowing on PFI schemes from 1 April 2008 the Council will 
calculate MRP based on the estimated life of the assets, using the 
annuity method in accordance with the regulations. 

 
16.3 The MRP Policy Statement was amended and approved by Council at its 

meeting in October 2017 to set aside capital receipts to redeem debt and 
also to fund PFI liabilities in the year. 

 
16.4 Following a further review of the MRP Policy, it is proposed to revise further 

the method of paying MRP chargeable for pre 2016/17 capital expenditure. 
Details are included in Appendix 7. 

 
17. CIPFA Code of Practice on Treasury Management 
 
17.1 The Council adopts the key recommendations of CIPFA Treasury 

Management in the Public Services Code of Practice. 
 
17.2 One of the cornerstones of effective treasury management is the 

preparation and implementation of suitable Treasury Management Practices 
(TMPs), which set out the manner in which the organisation will seek to 
achieve the treasury management policies and objectives and prescribe 
how it will manage and control those activities. 

 
17.3 A summary of the TMPs relevant to the Council is attached at Appendix 8. 

Detailed schedules have been prepared which specify the systems and 
routines that are employed and the records that are maintained. 

 
18 Monitoring of Treasury Management Activity  
 
18.1 Audit Committee will continue to monitor the Treasury Management 

Strategy and actions during 2018/19 in accordance with the Committee’s 
role in monitoring the risks associated with treasury activities. 

 
19. Current Economic Climate 
 
19.1 The current economic climate has a significant impact on the treasury 

management function. Interest rates remain at historically low levels and 
there remains significant risk and uncertainty within financial markets.  

 
19.2 The Bank Base Rate was increased from 0.25% to 0.50% in November 

2017. The rate underpins returns on cash deposits and the MPC gave 
guidance that they only expected to increase the bank rate twice more by 
0.25% by 2020 to end at 1%. The Link Asset Services forecast includes 
increases in Bank Rate of 0.25% in November 2018, November 2019, and 
August 2020. As a result average investment returns are expected to rise 
during 2018/19. Taking these rates into account together with term-deposits 
already made which mature beyond 31 March 2017, the Council anticipates 
that income earned from cash deposits during 2018/19 will be at an average 
rate of 0.6%. 

 
19.3 Longer term borrowing rates have remained stable during 2017 but are 

forecast to increase gradually over the next three years. The timing of any 
borrowing will continue to be monitored carefully. 



 
19.4 The Council’s strategy to minimise borrowings and optimise the use of cash 

balances has generated significant savings for the Council from lower 
borrowing costs than it would otherwise have incurred and has minimised 
the risk of placing cash deposits in the money markets. 

 
20.  Strategic Implications 
 

Effective performance of both the Treasury Management Strategy and the 
Capital Investment Strategy provide key support to Council’s Medium Term 
Financial Plan and annual Budget strategies. 

 
20.1 Engagement 
 

The Council has a clear approach to recognising equality in all aspects of its 
work and recognises the lead role we have in the District to promote 
equality and diversity. This includes putting equality into practice, taking into 
account legislative requirements, the changing landscape in which we work 
and the current and future financial challenges that the city faces. 
 

21. Corporate Implications 
 

21.1 Financial Implications 
 
This is a financial report and as such all financial implications are 
considered within the main report. 
 

21.2 Legal Implications  
 
 This report, in conjunction with the separate Revenue Budget and Council 

Tax 2018/19 report, reflects the Council’s statutory obligation to set a 
balanced budget. The report also meets the duty to report to the Council on 
the robustness of the estimates provided and the adequacy of the financial 
reserves in place in line with Section 25 of the Local Government Act 2003. 
It is critical that the overall financial plans of the authority deliver the 
Council’s aims and objectives, and the proposed Capital Investment 
Strategy, Capital Programme and Treasury Management reports achieve 
this. It is also vital that the various financial and treasury management 
regulations and codes of practice are complied with.  

 
The Chief Finance Officer (as Section 151 Officer) is required to report to 
the Council at the time the Budget is considered and the Council Tax set, 
on the robustness of the budget estimates and the adequacy of financial 
reserves. These assurances are contained in section 16 of the Revenue 
Budget and Council Tax 2018/19 report included on this Council agenda. 

 
The Treasury Management and Capital functions are governed by 
provisions set out under part 1 of the Local Government Act 2003.  This 
legislation requires that the Council has regard to the Chartered Institute of 
Public Finance and Accountancy (CIPFA) Prudential Code for Capital 
Finance in Local Authorities, the DCLG Minimum Revenue Provision 



Guidance, DCLG Investment Guidance and the CIPFA Treasury 
Management in the Public Services Code of Practice. 
 
Section 120 (1) of the Local Government Act 1972 authorises local 
authorities to acquire any land for their functions, and for the ‘benefit, 
improvement or development of their area’. 

21.3 Equality Implications  

 The Council has a clear approach to recognising equality in all aspects of its 
work and recognises the lead role we have in the District to promote equality 
and diversity. This includes putting equality into practice, taking into account 
legislative requirements, the changing landscape in which we work and the 
current and future financial challenges that the District faces. 

21.4 Information Governance Implications 

 None arising directly from this report.  

21.5 Property Implications 

 The Council manages an investment portfolio as part of its wider estate. The 
portfolio was designed to create income for the Council to assist in the 
delivery of essential Council services. The makeup of the portfolio is now 
passed its best and has become a collection of legacy properties which 
have been acquired or inherited over the years. As such, the investment 
portfolio is in need of a refresh to ensure that it starts to fulfil its purpose 
once again and produce a better income for the Council. This can be 
facilitated both through the acquisition of better performing properties and 
investment in existing properties to increase the yield of the overall portfolio. 
The recommendation to enhance the scale and quality of the investment 
portfolio would therefore be welcomed and is critical to ensuring a stronger 
and more reliable revenue stream going forward. 

22. Recommendations 

 

22.1 
 

22.2 
 

22.3 

 

That Cabinet recommends to Council 

Approval of the Capital Investment Strategy and updated Capital 
Programme for 2018/19 to 2020/21 as set out in Appendix 1. 

Support the proposals to enhance the scale and quality of the Council’s 
Property/Asset Investment Portfolio. 

Approval of the Treasury Management Issues for 2018/19, including the 
revised Minimum Revenue Policy Statement, as set out in appendices 2 to 
8. 

23.  Reasons for Recommendations 
 
23.1 To ensure that the Capital Investment Strategy and Capital Programme 

effectively are fully aligned and support the Council strategic objectives and 
priorities. 

 



23.2 To comply with Treasury Management Regulations and Codes of Practice 
and to provide the framework for the effective management of the Council’s 
treasury activities.  

 
23.3 To ensure good practice as recommended by the CIPFA Codes of Practice 

on the Prudential Code and Treasury Management which includes the 
requirement to receive and approve the treasury management and capital 
strategies.  

 
23.4 To ensure that Cabinet and Council are provided with regular information on 

treasury management and capital strategies to enable it to fulfil its role in 
monitoring policy, strategy and the actions of the Chief Finance Officer in 
managing cash flows, borrowing and investments. 

 
 
  



Contact Officer: Neil Warren 
 Chief Finance Officer 
 Tel: 01924 306433 
 e-mail: nwarren@wakefield.gov.uk 
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Appendix 3 –  Treasury Management Policy Statement. 
Appendix 4 –  Treasury Management Strategy Statement 2018/19. 
Appendix 5 –  Annual Financial Investment Strategy 2018/19. 
Appendix 6 –  Treasury Management Prudential Indicators 
Appendix 7 –  Minimum Revenue Provision Policy Statement 
Appendix 8 –  Treasury Management Practices 

 
 
Background Papers: 
 
Council 28th February 2017 – Budget and Council Tax 2017/18 
 
Council 4th October 2017 – Financial Outturn 2016/17 
 
Cabinet 10th October – 2018/19 – 2019/20 Medium Term Financial Plan 
 
Chancellors Autumn Budget – November 2017 
 
Provisional 2018/19 Local Government Finance Settlement  



Appendix 1

Wakefield Council Capital Programme 

Financial Years 2017/18 to 2020/21

Project Project Description
 Programme 

2017/18 
 Programme 

2018/19 
 Programme 

2019/20 
 Programme 

2020/21 
 Total 

Programme 
 £000  £000  £000  £000  £000 

Service  : Adults, Health and Communities
961 Homeless Accommodation 63 -  -  -  63

9220 Local Area Infastructure 580 2,000 300 -  2,880
1252 Better Care Fund 3,351 3,649 3,545 3,545 14,090
9221 Integrated Care 306 2,299 -  -  2,605
9298 Adults Services 610 -  -  -  610

Sub Total Adults, Health and Communities 4,910 7,948 3,845 3,545 20,248

Service  : Corporate Services
275 Hardware Upgrade Programme 1,458 1,423 500 -  3,381
277 Community Equipment 11 91 -  -  102
278 ICT Assets 103 250 250 -  603
279 Digital Strategy 100 900 -  -  1,000
280 Caredirector Replacement 1,200 1,000 300 -  2,500

Sub Total Corporate Services 2,872 3,664 1,050 -  7,586

Service  : Children and Young People
461 30 Hours Childcare Early Years Capital Fund 540 -  -  -  540
453 Legacy IT Systems 66 -  -  -  66
950 C&YP Information Technology 430 -  -  -  430
956 Integrated Community Equipment 27 -  -  -  27
959 IT Software Solutions 8 -  -  -  8

9260 Residential Placement Provision -  879 500 -  1,379

Sub Total Children and Young People 1,071 879 500 -  2,450

Service  : Council Wide Budgets
1014 West Yorkshire Archives Facility 163 -  -  -  163
623 Enforcement Vehicles 17 -  -  -  17

8001 Replacement of Vehicles & Equipment 7,761 5,319 1,676 5,136 19,892
8006 Service Transformation 2,000 2,000 2,000 2,000 8,000
238 E Government 152 -  -  -  152

Sub Total Council Wide Budgets 10,093 7,319 3,676 7,136 28,224

Service  : Regeneration and Economic Growth
1225 Contribution to Wakefield Theatre Royal 200 -  -  -  200
3345 Sandal Castle -  734 -  -  734
3346 Pontefract Castle 1,576 200 -  -  1,776
3450 Hepworth Project 118 -  -  -  118
5471 Restoration of Contaminated Land 25 250 250 75 600
2902 Investment Properties -  10,000 20,000 20,000 50,000
2903 Land Transactions 96 -  -  -  96
2950 Corporate Landord Asbestos & Compliance Works 137 -  -  -  137
2951 Corporate Landlord Boilers 112 -  -  -  112
2953 Corporate Landlord Electrical Works 28 -  -  -  28
2977 Retained Operational Buildings 184 1,846 750 750 3,530
2983 Dilapidations 114 -  -  -  114
5115 Transport Depot, Patrick Green 2,500 1,500 -  -  4,000
1015 Strategic Acquisitions 87 150 -  -  237
1024 Castleford Project 348 59 -  -  407
1030 Waterfront Project -  150 -  -  150
1045 Regeneration Developments 29 1,665 781 -  2,475
1048 Knottingley & Castleford Regeneration -  125 500 375 1,000
1066 Pontefract Townscape Heritage 571 436 -  -  1,007
1073 Wakefield Civic Quarter 1,052 -  -  -  1,052
1075 Wakefield Townscape Heritage -  250 250 -  500
6900 Bridges & Structures 616 1,033 600 600 2,849
2984 West Bretton Reservoir 2 -  -  -  2
5985 Land Drainage 266 327 341 150 1,084
523 Health Improvement Vehicles & Equipment 39 -  -  -  39

5281 Sports & Health Improvement Infrastructure Fund 50 100 -  -  150
611 Civil Parking Enforcement 51 -  -  -  51

6980 Carriageway Principal Roads 3,481 2,774 2,841 2,841 11,937
6982 Carriageway Unclassified Roads 271 -  -  -  271
6986 Highways Structural Maintenance 1,066 1,000 1,000 -  3,066
6987 NPIF Schemes - Structural Maintenance 201 -  -  -  201
1058 Affordable Housing -  398 400 400 1,198
1248 Housing Market Renewal (RGF) 27 -  -  -  27
1269 Fuel Poverty Adaptations 1,000 -  -  -  1,000
1280 Housing Regeneration 532 427 -  -  959
1283 Five Towns 12 28 -  -  40
1292 Regional Mortgage Rescue Scheme 349 300 175 -  824
1297 Housing Joint Venture LLP 1,300 250 -  -  1,550
3182 Ossett Town Hall -  500 -  -  500



Project Project Description
 Programme 

2017/18 
 Programme 

2018/19 
 Programme 

2019/20 
 Programme 

2020/21 
 Total 

Programme 
 £000  £000  £000  £000  £000 

3318 Pontefract Library 115 -  -  -  115
5216 Normanton Community Centre 115 -  -  -  115
5230 Knottingley Sports Centre 270 -  -  -  270
5236 South East Swimming Pool 3,951 400 -  -  4,351
5237 Five Towns Leisure Investment 130 452 14,218 -  14,800
1296 LCR Revolving Investment Fund 1,456 -  -  -  1,456
1300 City & Town Centre Promotions 134 -  -  -  134
6309 Major Infrastructure Projects 13,352 10,576 7,000 6,246 37,174
1072 South East Area Projects 370 -  -  -  370
5425 Parks Improvement Theme 477 631 744 665 2,517
5430 Parks For People -  50 350 -  400
1400 Community Infrastructure Levy Payments 2 -  -  -  2
6350 Brownfield Sites 50 50 50 50 200
6946 S278 External Works 102 115 -  -  217
6850 Network Management UTC 289 -  -  -  289
6851 Safer Roads KSI Reduction 280 -  -  -  280
6852 Local Traffic Management 569 -  -  -  569
6853 Integrated Public Transport 2 -  -  -  2
6854 Low Carbon Fuels & Technologies 3 -  -  -  3
6856 Motorcycle Stands 20 -  -  -  20
6857 Cycling and Walking Feasibility 50 -  -  -  50
6858 Places to Live and Work 190 -  -  -  190
6859 NPIF Schemes - Integrated Transport 210 -  -  -  210
6923 Traffic Management & Traffic Calming -  1,400 1,400 1,400 4,200
6971 Active Modes 5 -  -  -  5
6974 Bus Priority 246 200 -  -  446
6978 Rail 1 -  -  -  1
6979 Local Integrated Transport 9 -  -  -  9
5851 Waste Management Strategy (PFI) 49 -  -  -  49

Sub Total Regeneration and Economic Growth 38,887 38,376 51,650 33,552 162,465

Service  : Schools
XXXX Other Schools Funding 1,683 4 -  -  1,687
3405 School Capital Maintenance Priorities 106 1,946 2,080 2,080 6,212
3496 Devolved Formula Capital -  450 450 450 1,350
3504 Primary Capital Programme -  -  2,034 3,945 5,979
4015 Schools General 87 1,035 769 -  1,891
4026 Three Lane Ends J&I School 8 -  -  -  8
4028 Oakfield Park Special School 24 -  -  -  24
4029 Redhill Primary School 139 83 -  -  222
4032 Hendal Primary School 34 -  -  -  34
4033 St Giles CE J&I School 20 -  -  -  20
4037 Half Acres J&I School 408 -  -  -  408
4040 School Roofing Works 466 252 -  -  718
4041 School Boiler Works 344 162 -  -  506
4042 School Electrical Works 87 232 -  -  319
4043 School Window Works 148 22 -  -  170
4044 School Asbestos & Compliance Works 191 246 -  -  437
4048 Simpsons Lane J & I School 385 -  -  -  385
4049 School Access Schemes 51 190 -  -  241
4051 Dimplewell Infant School & Nursery 56 -  -  -  56
4052 Southdale CE Junior School 201 -  -  -  201
4053 Pathways Special School 10 -  -  -  10
4055 Smawthorne Henry Moore Primary School 44 240 -  -  284
4059 Pinders Primary School 421 839 -  -  1,260
4060 Priory Centre PRU 100 400 1,250 -  1,750
4061 Kettlethorpe High School 500 1,900 1,632 -  4,032
4062 St Wilfrid's Academy 58 -  -  -  58
4063 Horbury St Peters & Clifton J&I School 458 830 -  -  1,288
4064 Newton Hill J&I School 556 1,967 -  -  2,523
4065 Bell Lane Academy 84 84 -  -  168
4066 Lawefield Lane J & I School 300 -  -  -  300
4067 Airedale Infants 100 100 -  -  200
4068 Rookeries J & I School 251 1,000 50 -  1,301
4069 Ledger Lane J & I School 50 610 -  -  660
4100 Academy Capital Costs 390 -  -  -  390
460 Nursery Provision for 2 Year Olds 4 172 -  -  176

Sub Total Schools 7,764 12,764 8,265 6,475 35,268

Total Capital Programme 65,597 70,950 68,986 50,708 256,241



 Appendix 2 
  

TREASURY MANAGEMENT REPORT 
 FOR THE PERIOD TO 31 DECEMBER 2017 
  
1. 2017/18 Treasury Strategy and actions to date 
  
1.1 Strategy – The Council will borrow to cover the impact of maturing debt, and 

approved unsupported (prudential) capital expenditure but will 
manage a sustainable level of under-borrowing in order to 
optimise use of its cash flows and minimise investment 
counterparty risk.  

 
 Information –   

2017/18  
Estimate 

                 £m 
Under borrowing c/f from 2008-09 onwards 
Maturing Loans/Early Repayments 
Other Local Authority Debt 

96.79     
 0.36  

(0.72) 
 Prudential borrowing 28.59 
 125.02 
Less: MRP and other repayments In-year (0.22) 
Total Amount under Borrowed as at 2017/18 124.80 
  

  
 

There is a significant increase in the estimated borrowing requirement in 
17/18. This is due to the policy of using prudential borrowing to fund capital 
expenditure instead of corporate resources (capital receipts). 
 

 Action –  No PWLB borrowing has been undertaken as at 31 
December 2017.  Decisions on the optimum level of long-
term borrowing within the borrowing requirement will be 
taken during 2018/19 having regard to the prevailing 
investment and borrowing markets, the Council’s cash flow 
position and future capital expenditure plans. 

 
1.2 Strategy –  To consider debt restructuring either through premature 

repayments, converting fixed rate debt to variable rate 
debt or vice versa, or debt rescheduling. Any 
restructuring will be done in accordance with the policy 
on maturity profiles and only where savings can be 
achieved. 

 
 Action –  No debt rescheduling exercises have been undertaken so 

far in 2017/18. As there have been no cost effective 
opportunities for the council to do so.  

 



1.3 Strategy – To manage the Authority’s debt maturity profile by seeking 
to ensure that the maturity profile is kept within the 
Prudential Indicator Limits set for 2017/18. 

 
 Information – The existing debt maturity profile is in line with this 

requirement. 
 

 Action – There are no periods where repayments exceed the indicator 
which has been set. 

 
1.4 Strategy – To maintain a spread of maturity dates for cash deposits. 

 
 Information – Investable funds were £28.2m as at 1 April 2017 and 

£28.0m as at 31 December 2017. 

 Action   – A total of 14 deposits equating to £71m have been made as 
at 31 December 2017. The periods on deposit ranged from 
7 days to 364 days. 

 
2. Current Portfolio Position 
  
2.1 The Council's debt and investment position as at 31st December 2017 is 

shown in the table below. 
 

Treasury Position as at 31 December 
2017 

Amount 
£m 

Average 
Interest 

Rate 
% 

Fixed Rate Funding: 
 Public Works Loan Board 
 Market Loans 
           Temporary Loans 

 
118.8 

NIL 
8.0                                  

 
6.12 

 
0.45 

           WY Transport Loan 1.2 0 
 
Variable Rate Funding/Temporary Loans: 

Public Works Loan Board 
Market Loans 

 
 

NIL 
50.0 

 
 
 

5.34 
Total Debt 178 5.84 
Investments: 
 Wholesale Cash Deposits 

 
28.0 

 
0.43 

Total Investments 28.0 0.43 
 

2.2 The Amount of total debt that is variable is currently £50m, which is 
29.41% of total debt (excluding temporary borrowing).  
 

• All new borrowing will be either PWLB fixed/PWLB variable 
rate loans or fixed rate market loans. 

• Opportunities to prematurely repay market loans will be 
investigated and action taken in line with the criteria in 1.2 
above. 



 
  
2.3 The investments figure represents the level of reserves and balances 

together with net working capital i.e. the cash flow benefit that derives 
from income receipts flowing in faster than payments are made. It is 
currently estimated that external income earned from cash deposits 
during 2017/18 will be £0.09m including income earned on behalf of other 
funds e.g. trust funds, investment of internal balances. 

 
3. Banking Arrangements 
  
3.1 The Council entered into a five year contract for its banking 

arrangements with Barclays Bank on 1 October 2013.  The Council will 
take up the option to extend the contract for a further two years. 

  
3.2 Bank charges are based on changes in the level of activity from year one 

base figures plus inflation. In order to minimise costs the Council makes 
every effort to reduce the amount of cash and cheques collected and/or 
paid out and replace them with electronic processes. 

  
3.3 There is regular contact between the Council and the bank to ensure that 

the service being provided is as specified and to identify new 
opportunities and services which the bank may be able to provide. 
 

3.4 The Council’s own banker was identified within the non-specified criteria 
of the investment strategy agreed for 2017/18. The credit rating of 
Barclay’s Bank has been upgraded during 2017/18 and it is now 
identified as a specified investment. The Council determines the credit 
rating criteria for its banking facility separately from the criteria applied to 
wholesale cash deposits. This recognises that funds held with the 
Council’s own banker are overnight deposits and not term deposits. 

 
4. Cash Flow 
  
4.1 Estimates are made of the Authority’s cash flow on an annual, monthly, 

weekly and daily basis. These are used to plan the investment activities 
and are monitored on an on-going basis. 

  
 

4.2 Daily cash flows are monitored to achieve minimum utilisation of bank 
overdraft facilities.  

 
 



Appendix 3 
 

 
 TREASURY MANAGEMENT POLICY STATEMENT 

1. The Council defines its treasury management activities as: 

1.1 The management of the Council’s investments and cash flows, its banking, 
money market and capital market transactions; the effective control of the 
risks associated with those activities; and the pursuit of optimum performance 
consistent with those risks. 

  
1.2 The 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 organisation, and any financial instruments entered into to manage 
these risks 

  
1.3 The 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 value for money in treasury 
management and to employing suitable comprehensive performance 
measurement techniques, within the context of effective risk management. 

  
2. The Council’s high level policies for borrowing and investments are: 

2.1 Borrowing 

 The Council will borrow monies prudently and consistent with the 
Council’s service priorities and objectives. 

 
2.2 Investments 

 The Council will invest its monies prudently, considering security first, 
liquidity second and yield last, carefully considering its investment 
counterparties. 

  

 
  



 



 Appendix 4 
 

  
 TREASURY MANAGEMENT STRATEGY STATEMENT 2018/19 

  
1. The treasury management service is an important part of the overall 

financial management of the Council's affairs and this importance has 
increased as a result of the freedoms provided by the Prudential Code.  

  
2. The Council’s treasury activities are strictly regulated by statutory 

requirements and professional codes of practice (CIPFA Treasury 
Management in the Public Services Code of Practice 2017 and the 
Prudential Code for Capital Finance in Local Authorities 2017). The 
MHCLG updated Guidance on Local Government Investments became 
operative from 1 April 2010. We are awaiting a further revision during 2018 
and the strategy will be amended as appropriate. 

   
3. The key principles underpinning the Treasury Management Strategy are as 

follows: 
  
3.1 Borrowing - to minimise the revenue costs of debt whilst protecting the 

Council from unexpected revenue pressures caused by potentially volatile 
changes in interest rates. 

  
3.2 Investments - to seek to maintain, as a priority, both capital security and 

liquidity (availability of funds), whilst aiming to maximise returns. The 
CIPFA Treasury Management Code of Practice specifies that "in balancing 
risk against return, local authorities should be more concerned to avoid 
risks than to maximise returns." 
 

3.3 Revenue Budgets - through effective Treasury Management activities seek 
to deliver revenue budget savings in support of the Council’s approved 
budget strategies. 
 

4. A key requirement of this report is to explain both the risks, and the 
management of the risks associated with the treasury service. 

  
 The Strategy covers: 
 • The expected movement in interest rates 

• The Council's borrowing and debt strategy 
• The Council's investment strategy (in compliance with current 

MHCLG guidance) 
 
5. Expected Movement in Interest Rates 
  
5.1 The Treasury Management Strategy seeks to protect the Council from 

market related risks by proactively monitoring key factors such as interest 
rates and economic opinions both nationally and internationally. 
Information sourced from the Council’s Treasury Management Advisers, 



the Bank of England’s Inflation Reports, the Chancellor’s Budget 2017 
and the Autumn Statement 2017 has been used in determining the 
Strategy for 2018/19.  
   

  
5.2 As expected, the Monetary Policy Committee (MPC) delivered a 0.25% 

increase in Bank rate at its meeting of 2nd 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% The Link Asset Services 
Forecast  includes increases in bank rate of 0.25% IN November 2018, 
November 2019 and August 2020.  
 
 
Annual 
Average % 

Bank 
Rate  

5-year 
PWLB  

25-year 
PWLB  

50-year 
PWLB  

     
 % % % % 
2017/18 0.38 1.55 2.85 2.55 
2018/19 0.63 1.68 3.05 2.82 
2019/20 0.88 1.97 3.27 3.07 
2020/21 0.94 2.22 3.55 3.35 

  
5.3 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. 

  
5.4 Longer term borrowing rates have remained stable during 2017 but are 

forecast to increase gradually over the next three years.  
 

6. Borrowing and Debt Strategy 
  
6.1 The Council has the facility to borrow in respect of the following:- 
  
  

• Maturing debt (net of Minimum Revenue Provision) 
• Approved unsupported (prudential) Capital Expenditure 
• To finance cash flow in the short term. 
 

  
6.2 Uncertainty over future interest rates increases the risks associated 

with treasury activity. As a result the Council will take an approach to its 
borrowing and debt management arrangements which is considered 
appropriate to the prevailing financial climate. 



 
 

• If it was felt that there is a significant risk of a sharp fall in long 
and short-term rates, then long-term borrowing would be 
postponed, and potential rescheduling from fixed rate funding 
into short-term borrowing would 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 then 
the portfolio position would be re-appraised and consideration 
given to the option of fixed rate funding being drawn whilst 
interest rates were relatively low against the strategy of 
maintaining a position of being under-borrowed. 

 
It is currently forecast that the Council will be required to borrow £10M 
per annum from 2018/19 in order to cover the cash flow position. In 
addition to this £50M of borrowing to invest in the Council’s investment 
property portfolio has been estimated spread over the years 2018/19 to 
2020/21. These borrowing forecasts have been factored into the 
calculation of the prudential indicators in Appendix 6. 

  
6.3 The type, period, rate and timing of any new borrowing will continue to 

be determined by the Assistant Chief Executive Resources & 
Governance, under delegated powers, taking into account the following 
factors:- 

  
 • Expected movements in interest rates 

• Current  maturity profile 
• Assumptions included in the revenue budget 
• Prudential Indicators and limits 
• Capital expenditure plans 
• Cash flows 
 

. The Council will not borrow more than or in advance of its needs purely 
in order to profit from the investment of extra sums borrowed. Any 
decision to borrow in advance will be within forward approved Capital 
Financing requirement estimates, and will be considered carefully to 
ensure that value for money can be demonstrated and that the Council 
can ensure the security of such funds, Risks associated with any 
borrowing in advance activity will be subject to prior appraisal and 
subsequent reporting through the mid-year or annual reporting 
mechanism. 

  
6.4 The Chief Finance Officer, under delegated powers, and treasury 

advisers will monitor prevailing rates for any debt restructuring 
opportunities during the year, taking into account the following factors: 

  



 • The maturity profile – i.e. restructuring will only be actioned where 
it complies with the maturity profile limits 

• The capacity to achieve on going revenue savings 
• The impact of premiums and discounts. 
• The impact on prudential indicators. 
 

  
6.5 Continuation of the strategy to postpone borrowing and run down 

investment balances will be considered within any review of borrowing 
need. This strategy reduces counterparty risk and hedges against the 
fall in investment returns. 

 
6.6 The estimated borrowing requirement for the period 2017/18 - 2020/21 is 

shown in the following table: 
 

 

2017/18 
Estimated 

£000 

2018/19 
Estimated 

£000 

2019/20 
Estimated 

£000 

2020/21 
Estimated 

£000 
Under Borrowed Position 
01 April 96,791 124,800 144,819 157,318 
New Borrowing   (20,000) (30,000) (30,000) 
Maturing Debt/Early 
repayments 366 122 134 1,188 
Other Local Authority Debt 
Repayments (721) (712) (681) (523) 
Prudential Borrowing 28,591 43,150 49,116 32,789 
Minimum Revenue 
Provision (MRP) (227) (2,541) (6,070) (9,616) 
          

Planned Under Borrowed 
Position @31 March each 
financial year 124,800 144,819 157,318 151,156 

 

 
6.7 The key assumptions in establishing the above requirements are as 

follows:- 
 

  Government Capital Allocations as notified for 2018/19 and the 
means by which they will be provided. 

 
 Maturing debt : 

o PWLB debt is as per payments schedule. 
o Market debt is as per payments schedule i.e. it does 

not assume that any of the LOBOs will be called 
early. 

 
 New Debt 

o It is forecast that there will be £10M per annum new 
borrowing from 2018/19 



o It is forecast that there will be £50M new borrowing 
over the years 2018/19 to 2020/21 to invest in the 
Council’s investment property portfolio. 

 
 Prudential borrowing 

o Provision has been made for the anticipated impact 
on prudential borrowing arising from Capital 
Programme financing and the need for short-term 
financing due to the temporary mismatch of 
expenditure to resources indicated in the Programme 
up to 2020/21.   
 

 Minimum Revenue Provision 
o This is calculated over the life of the asset on an 

annuity basis. 
 
6.8 

 
Debt portfolio projection 
 

 The projected debt portfolio taking into account the strategy 
and borrowing requirements identified above is shown in the 
following table. 

 
Borrowing 31-Mar-18 31-Mar-19 31-Mar-20 31-Mar-21 
 £000 £000 £000 £000 
By Lender:     
Public Works Loan 
Board 118,738 138,616 168,482 198,336 

Mortgages and Bonds 4 0 0 0 
WYCA Loan 1,231 1,231 1,231 189 
Banks and Other 
Financial Institutions 50,001 50,000 50,000 50,000 

TOTAL BY LENDER 169,974 189,847 219,713 248,525 

By Maturity:     
Up to 1 year 127 134 146 3750 
Between 1 and 2 years 134 146 3750 2,257 
Between 2 and 5 years 6,153 10063 20,659 25,960 
Between 5 and 10 years 22,788 30,551 18,252 12,998 
More than 10 years 140,772 148,953 176,906 203,560 

TOTAL BY MATURITY 169,974 189,847 219,713 248,525 

     
Percentage variable 
rate debt 29.42% 26.34% 22.76% 20.12% 

 

 
The debt portfolio includes £14.5m which is held on behalf of other 
Authorities.        
    

7. Investment Strategy 



  
7.1 Key Objectives 

 
 The Council’s investment strategy primary objectives are firstly, 

safeguarding the repayment of the principal and interest of its deposits 
and secondly ensuring adequate liquidity – the investment return being 
a third objective once the first two objectives are met.  The current 
investment climate has one over-riding risk consideration, that of 
counterparty security.  As a result of these underlying concerns, officers 
have implemented an operational investment strategy which tightens 
the controls already in place in the approved investment strategy. This 
will remain under review during 2018/19 appropriate to any changes to 
the investment climate.  

7.2 The Council’s Treasury Management advisor, Link, currently forecasts 
that the bank rate will not rise again until the 4th quarter of 2018 with 
further 0.25% rate rises in 2019 and 2020. However, if inflationary 
pressures build up strongly within the UK economy this may necessitate 
a more rapid series of increases in bank rate.  
 

7.3 There is a clear operational difficulty arising from the 2007/08 banking 
crisis.  Ideally cash would be deposited for longer periods to secure 
better returns, however, uncertainty over counterparty creditworthiness 
dictates that shorter dated deposits provide better security.  
 

7.4 With the Council having a level of investable funds averaging £36.7m it 
is likely that a mix of the options will be undertaken. The Assistant Chief 
Executive Resources & Governance, under delegated powers, will 
continue to undertake the most appropriate form of investment 
depending on the prevailing interest rates at the time and the factors 
identified in 8.2 above. 
 

7.5 All cash deposits will be made in accordance with the Council's 
Investment Policies and prevailing Legislation and Regulations. 

  
7.6 The annual investment strategy for 2018/19 is attached at Appendix 5 
  
8. Risk Benchmarking 
  
8.1 A development within the latest updates of Treasury Management 

Codes of practice is the consideration and approval of security and 
liquidity benchmarks.  Yield benchmarks are currently widely used to 
assess investment performance.   

  
8.2 These benchmark levels are simple indicators (not limits) and so may 

be breached from time to time, depending on movements in interest 
rates and counterparty criteria.  The purpose of the benchmark is to 
enable officers to monitor the current and trend position and amend the 
operational strategy depending on any changes.   

8.3 The Council, working with its Treasury advisers, has developed 



benchmarks as an aid to further strengthening of its treasury strategy 
appropriate to the current economic climate. Benchmarking covers: 

  
 Security Risk - The Authority’s maximum security risk benchmark for the 

current portfolio, when compared to historic default tables, is: 

• 0.03% historic risk of default when compared to the whole 
portfolio. 

 
 Liquidity Requirement – In respect of this area the Authority seeks to 

maintain: 

• Bank overdraft - £0.5m 

• Liquid short term deposits of at least £10m available with a 
week’s notice. 

• Weighted Average Life benchmark is expected to be 128 
days, with a maximum of 1 year. 

 
 Investment Yield - Local measures of yield benchmarks are: 

• Investments – Internal returns above the 1 month LIBID rate 
 

 



  
Appendix 5 

  
 Annual Financial Investment Strategy 2018/19 

 
1. Overview 

 
1.1 The Secretary of State for Housing, Communities and Local Government 

issues guidance on investment in accordance with powers in the Local 
Government Act 2003 and local authorities are required to have regard to 
this guidance.    

  
1.2 The general policy is that local authorities should invest prudently the 

surplus funds held on behalf of their communities. 
  
1.3 The guidance recommends that priority should be given to security and 

liquidity. It is however appropriate to seek the highest rate of return 
consistent with the proper levels of security and liquidity. 

  
1.4 The Secretary of State recommends that the strategy should be approved 

by Council before the start of the financial year. The strategy may be 
varied at any time during the year, again with the approval of the Council. 

  
1.5 Any external investment managers employed by the Council are 

contractually required to comply with the strategy.  
  
1.6 Investment actions within the Strategy are reviewed each month prior to 

any investments being made, to ensure that they remain appropriate 
according to the prevailing financial situation.  

 
2. Proposed Investment Strategy for 2018/19 
  
2.1 Strategy Guidelines 

 
 The primary principle governing the Council's investment criteria is the 

security of its investments, although the yield on the investment is 
also a key consideration.  After this main principle the Council will 
ensure that ;: 

  
 • it has sufficient liquidity in its investments. For this purpose it will 

set out procedures for determining the maximum periods for 
which funds may prudently be committed. These procedures also 
apply to the Council’s prudential indicators covering the 
maximum principal sums invested. 

 
 • it maintains a policy covering the categories of investment types it 

will place funds in, criteria for choosing investment counterparties 
with adequate security, and monitoring their security. This is set 
out in the Specified and Non-Specified Investment sections 
below. 



 

3 Investment Counterparty Selection Criteria 
  
3.1 The Chief Finance Officer will maintain a counterparty list in 

compliance with the following criteria and will revise the criteria and 
submit it to Council as necessary.  This criteria is separate to that 
which chooses Specified and Non-specified investments as it provides 
an overall pool of counterparties considered high quality which the 
Council may use rather than defining what its investments are. 

  
3.2 The criteria for providing a pool of high quality investment 

counterparties (both Specified and Non-specified investments) is: 
  
 Banks 1 - Good Credit Quality – the Council will only use banks 

which: 

• are UK banks; and/or 
• are non-UK and domiciled in a country which has a minimum 

Sovereign long term rating of AAA 
• and have, as a minimum, the following Fitch, Moody’s and 

Standard and Poors credit ratings (where rated): 
• short Term – F1 
• long Term – A 

 Banks 2 – Part nationalised UK bank –Royal Bank of Scotland.  This 
bank can be included provided it continues to be part nationalised or it 
meets the ratings in Banks 1 above. 

  
 Banks 3 – The Council’s own banking contract.  At the point of 

awarding a banking contract, the bank must have a minimum 
individual short-term credit rating of F2 (Fitch) or equivalent and a 
minimum Sovereign long term rating of BBB, from each of the major 
credit rating agencies:  Fitch, Moody’s and Standard and Poors 
(where rated). The ratings reflect that the cash held with the council’s 
own bank is on the basis of overnight deposit. 

  
 Bank Subsidiary and Treasury Operations – the Council will use 

these where the parent bank has the necessary ratings outlined 
above.  

  
 Building Societies  – the Council will only use Societies which: 

meet the ratings for banks outlined above  

 Money Market Funds (CNAV, LVNAV, VNAV) – Long-term credit 



rating AAA 
  
 UK Government (including the Government’s Debt Management 

Facility)  
  
 A local authority, a police & crime commissioner, fire authority, 

parish council or community council 
3.3 A limit of £50m will be applied to the use of Non-specified 

investments. This limit will be kept under review during 2018/19 and 
any changes considered appropriate arising from changing economic 
conditions will be reported back to Cabinet and Council for approval.  

  
3.4 Country and Sector Considerations – Due care will be taken to 

consider the country, group and sector exposure of the Council’s 
investments.  In part, the country selection will be chosen by the credit 
rating of the Sovereign state in Banks 1 above.  In addition: 

  
 • no more than £10m will be placed with any non-UK country at any 

time; 
 • limits of £10m will apply to Banking Groups. 
 • sector limits will be monitored regularly for appropriateness. 
  
3.5 Use of additional information other than credit ratings – 

Requirements under the CIPFA Treasury Management Code of 
Practice require the Council to supplement credit rating information. 
The Council has arrangements in place to assess additional 
operational market information before making any specific investment 
decision from the agreed pool of counterparties.  This additional 
market information (for example Credit Default Swaps, negative rating 
watches/outlooks) will be applied to compare the relative security of 
differing investment counterparties. 

  



  
3.6 Time and Monetary Limits applying to Investments - The time and 

monetary limits for institutions on the Council’s Counterparty List are as 
follows (these will cover both Specified and Non-Specified Investments): 

 
 

 Fitch 

(or equivalent) 

Money Limit Time Limit 

 Short Term Long Term   

Banks 1 F1+ AA £10m 3yrs 

Banks 1 F1+ AA- £5m 3 yrs 

Banks 1 F1 A+ £5m 2yrs 

Banks 1 F1 A £10m 365 days 

Building Societies F1 A £5m 365 days 

Banks 2 

Part nationalised UK 
Banks 

- - £5m or as for banks 1 
if they meet the 
minimum credit 
criteria 

Up to 1 year while 
they continue to be 
part-nationalised or 
as for Banks 1 if 
they meet the 
minimum credit 
criteria   

Banks 3 

The Council’s own 
Banker 

- - If it does not meet the 
minimum credit 
criteria for specified 
investments to be 
kept within the Non-
Specified Limit 

If it does not meet 
the minimum credit 
criteria for specified 
investments to be 
kept to a minimum 

Other Institution Limits 

(Other Local 
Authorities) 

- - £10m 2yrs 

MMFs (Money Market 
Funds) 
(CNAV,LVNAV,VNAV) 

- AAA £10m 365 days 

DMADF (Debt 
Management Account 
Deposit Facility) 

- - Unlimited 365 days 

 
 Within any of the limits above the maximum amount to be invested in 

any one institution at any time is £10m (excluding own banker and 
DMADF) 

 The maximum total amount which can be invested in periods longer than 
365 days is £30m 

  
  

  



3.7 Liquidity of Investments 
  
3.7.1 In the normal course of the Council’s cash flow operations it is expected 

that both Specified and Non-Specified investments will be utilised for the 
control of liquidity as both categories allow for short-term investments. 

  
3.7.2 The use of longer-term instruments (greater than one year from 

inception to repayment) will fall in the Non-specified investment 
category.  These instruments will only be used where the Council’s 
liquidity requirements are safeguarded.  This will also be limited by the 
longer-term investments limits. 

 
3.8 Specified Investments 
  
3.8.1 An investment is a specified investment if all of the following apply: 
 • It is sterling denominated. 
 • It is not a long-term investment (i.e. due to be repaid within 12 

months of the date on which the investment was made, or one 
which the Local Authority may require to be repaid within that 
period. 

 • The making of the investment is not defined as capital expenditure. 
 • The investment is made with a body or in an investment scheme of 

high credit quality or is made with any one of the following public 
sector bodies:  

 
• United Kingdom Government. 
• a local authority, a police & crime commissioner/fire authority 

in England and Wales or a similar body in Scotland or 
Northern Ireland. 

• a parish council or community council. 
  
3.8.2 The following ratings (provided by the credit rating agencies) are the 

minimum the Authority will use to determine that a body has “high credit 
quality” as required by the CLG guidance. Investments will only be made 
at ratings at or above these levels: 

  
 Agency Long Term Short Term 
 Fitch IBCA  A F1 
 Moody’s  A2 P-1 
 Standard & Poor’s  A A-1 
  
3.8.3 Determining the ratings at this level for the placing of investments means 

that the ratings would have to be reduced by at least two levels before 
causing concern.   
 

3.8.4 For investments in periods of less than one year, only the short-term 
credit rating may be referred to where this is felt to be appropriate. 

  



3.8.5 The rating criteria use the lowest common denominator method of 
selecting counterparties and applying limits.  This means that the 
application of the Council’s minimum criteria will apply to the lowest 
available rating for any institution.  For instance if an institution is rated 
by two agencies, one meets the Council’s criteria, the other does not, the 
institution will fall outside the lending criteria.  This is in compliance with 
a CIPFA Treasury Management Panel recommendation in March 2009.  

 
 

 
 

3.8.6 The list of specified investments for Wakefield MDC is as follows: 
 

 All less than 365 days 

 INSTITUTION / INSTRUMENT 
 

The UK Government (including the Debt Management Account Deposit 
Facility (DMADF), UK Treasury Bills. 

  
 A local authority, police & crime commissioner, fire authority, parish 

council or community council 
  
 Pooled investment vehicles (such as money market funds) that have 

been awarded a high long term credit rating by a credit rating agency.  
(AAA being the highest rating provided by credit rating agencies) 

  
 A body that is considered of a high credit quality  (such as a bank or 

building society) 
 

3.9 Non-Specified Investments 
  
3.9.1 Non-specified Investments are any other type of investment (i.e. not 

defined as specified above).  The identification and rationale supporting 
the selection of these other investments and the maximum limits to be 
applied are set out below: 

     
 Part nationalised UK banks – where they do not meet the basic criteria 
  
 The Council’s own banker where its rating does not meet the specified 

investments criteria.  In this instance balances will be minimised as far 
as is possible. 

  
  
 The Council will review the categories of non–specified investments on 

an annual basis in discussion with its external Treasury Advisors 
(Capita) and amend the categories appropriately. 

  
  



3.10 Monitoring Credit ratings 
  
3.10.1 The credit ratings of counterparties are monitored on a weekly basis 

using credit rating information received from the Council’s treasury 
advisors on all active counterparties that comply with the above criteria.  
Any rating changes, rating watches (notification of a likely change), 
rating outlooks (notification of a possible longer term change) are 
received from our treasury advisors almost immediately after they occur 
and this information is used to review the counterparty list before 
dealing. The information provided includes the credit ratings and 
potential changes to credit ratings of counterparties with whom the 
Council has current investments. 

  
3.10.2 If a rating is downgraded on an institution with which the Council has an 

existing investment then the following action is taken: 
  
 • If it goes below the minimum criteria the Council has established, 

(with all Agencies with whom the Counterparty is rated for 
specified investments), the risk implications are discussed with our 
external advisors and if it is deemed appropriate a request is made 
to return the investments. 

 
• It should be noted, however, that the general position taken by 

Investment Counterparties is not to return wholesale term deposits 
before the maturity date. 

 
• If it remains within the investment criteria then the risk implications 

are discussed with our external advisors and the position 
monitored. 

  
3.10.3 Any counterparty failing to meet the minimum criteria, as set out in 

paragraph 3.8.5 of this strategy, is immediately removed from the 
investment list and will not be considered for new investments. 

  
3.10.4 Where ratings are upgraded, new counterparties are added to the list 

when they meet the minimum criteria.  
  
3.10.5 The criteria for choosing counterparties set out above provide a sound 

approach to investment in “normal” market circumstances.  Whilst 
Members are asked to approve this base criteria, under the exceptional 
current market conditions the Assistant Chief Executive, Resource and 
Governance may temporarily restrict further investment activity to those 
counterparties considered of higher credit quality than the minimum 
criteria set out for approval.  These restrictions will remain in place until 
the banking system returns to “normal” conditions.  Similarly the time 
periods for investments will be restricted. 

  
3.10.6 Examples of these restrictions would be use of the Debt Management 

Deposit Account Facility (DMADF – a Government body which accepts 
local authority deposits), Money Market funds, part nationalised UK 



banks and strongly rated institutions offered support by the UK 
Government.   

  
4 Treasury Management Advisers 
  
4.1 Link Asset Services (previously trading as Capita Asset Services) are 

the Authority’s treasury management advisers. They provide a range of 
services which include:  

• Technical support on treasury matters, capital finance issues and 
advice on the drafting of Member reports; 

• Economic and interest rate analysis; 
• Debt services which includes advice on the timing of borrowing; 
• Debt rescheduling advice surrounding the existing portfolio; 
• Generic investment advice on interest rates, timing and investment 

instruments; 
• Credit ratings/market information service comprising the three main 

credit rating agencies;  
  
4.2 Whilst the advisers provide support to the internal treasury function, 

under current market rules and the CIPFA Code of Practice the final 
decision on treasury matters remains with the Council.  This advisory 
service is subject to regular review. 

  
5 Member and Officer Training 

5.1 The increased Member consideration of treasury management matters 
and the need to ensure officers dealing with treasury management are 
trained and kept up to date requires a suitable training process for 
Members and officers.  The Council has addressed this important issue 
by providing :- 

  
 Member Training  Treasury Management awareness courses are 

provided regularly for Members. The latest course 
was held on 12 October 2017 and it is expected 
that further treasury management training will 
continue to be made available on a regular basis.  

 Officer Training   Regular Intermediate and Advanced Treasury 
Management training is undertaken by key 
members of staff.  The majority of this training is 
provided by Link Asset Services, however, staff are 
also encouraged to undertake other relevant 
training as it becomes available. 

 
 



  
Appendix 6 

 
 Prudential Indicators 

 
1.  General 
  
1.1 To facilitate the decision-making process and support capital investment 

decisions, the Prudential Code requires the Council to approve and 
monitor a minimum number of Prudential Indicators. These indicators are 
mandatory and cover affordability, prudence, capital expenditure, 
external debt and treasury management. 

  
1.2 The indicators are purely for internal use by the Council and are not 

intended to be used as comparators between Council’s. In addition to 
this in-year indication, the benefit from monitoring arises from following 
the movement in indicators over time and the year-on-year changes. 

  
2. Indicators 
  
2.1 Affordability Indicators 
  
 Within the Prudential Framework, indicators are required to assess the 

affordability of the capital investment plans. These provide an indication 
of the impact of the capital investment plans on the overall Council 
finances. 
 

 a) Actual and estimates of the ratio of financing costs to net 
revenue stream: 

  
 This indicator identifies the trend in the cost of capital (borrowing 

costs net of interest and investment income) against the net 
revenue budget. 

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

Estimate 
Revised 
Estimate 

Estimate Estimate Estimate 

10.28% 10.64% 10.42% 10.94% 12.99% 14.98% 
 

  
The Prudential code requires that financing costs of private finance 
initiative schemes and other finance arrangements are included within 
this indicator, even though the Council is not incurring borrowing costs 
directly on these issues. A position which better reflects the comparator 
between the Council’s own net borrowing costs and the revenue budget 
is shown below. 
 



  

 2016/17 
Actual 

2017/18 
Original 
Estimate 

2017/18 
Revised 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

2020/21 
Estimate 

 
 

4.29% 
 

4.70% 
 

4.54% 
 

5.53% 
 

7.57% 
 

9.58% 
 

 

 The estimates of financing costs include current commitments and the 
proposals in the budget report. The actual ratio for 2017/18 will be 
reported in the Outturn report on treasury Management activities. 
 

2.2 Prudence Indicator 
 

 a) Gross Debt and the Capital Financing Requirement: 
  
 The Prudential Code requires the calculation of the Capital 

Financing Requirement (CFR). This figure represents the 
Council's underlying need to borrow for a capital purpose and the 
change year-on-year will be influenced by the capital expenditure 
in the year. 

  
 In order to ensure that over the medium term gross debt will only 

be for capital purposes, the Council must ensure that gross debt 
does not, except in the short-term, exceed the total of the CFR in 
the preceding year plus the estimates of any additional CFR for 
the current and next two financial years.  In cases where the CFR 
is reducing over the period, the Code allows the CFR at its highest 
point to be used in this calculation. 

  
 The Authority had no difficulty meeting the previous calculation in 

2016/17, nor are any difficulties envisaged for the current or future 
years. This view takes into account current commitments, existing 
plans, and the proposals in this budget report and is shown in the 
table below. 

 

 
2017/18 2018/19 2019/20 2020/21 

 
Estimate Estimate Estimate Estimate 

 
£000 £000 £000 £000 

     Borrowing 155,480 176,070 206,617 235,952 

     PFI Schemes 93,935 94,697 96,646 97,901 

     Total Gross Debt 249,415 270,767 303,263 333,853 

     Capital Financing 
Requirement 374,215 415,586 460,581 485,009 

     Planned Under Borrowed 124,800 144,819 157,318 151,156 
 

  



2.3 Capital Expenditure Indicators 
 
a)       Estimates of Capital Expenditure: 

  
 The authority has to make reasonable estimates of the total of capital 

expenditure that it plans to incur during the forthcoming financial year 
and at least the following two financial years. The following table 
identifies the estimated expenditure for 2017/18 – 2020/21 together with 
actuals for 2016/17. 

  

 

2016/17 
Actual 

2017/18 
Estimate 

2018/19 
Estimate 

2019/20 
Estimate 

2020/21 
Estimate 

£000 £000 £000 £000 £000 

      
Adults, Health & 
Communities 4,232 4,910 7,948 3,845 3,545 

Children & 
Young People 700 1,071 879 500 0 

Schools 9,084 7,764 12,764 8,265 6,475 

Corporate 
Services 696 2,872 3,664 1,050 0 

Regeneration & 
Economic 
Growth 

34,488 38,887 38,376 51,650 33,552 

Council Wide 
Budgets 4,621 10,093 7,319 3,676 7,136 

Total  53,821 65,597 70,950 68,986 50,708 
 

  
 
The estimated expenditure for 2019/20 and 2020/21 includes estimates 
of Government Grant allocations, where allocations remain to be 
confirmed. The Government also announce one-off allocations of grant 
from time to time. It is likely therefore that capital expenditure will 
increase in these years subject to grant announcements and successful 
Council bids for funding. 
 
 
b) Actual Capital Expenditure 2017/18: 

  
 This will be reported in the Outturn report on Treasury Management 

activities. 
  
  
 c) Estimates of Capital Financing Requirement: 

 
The authority has to make reasonable estimates of the total Capital 
Financing Requirement at the end of the forthcoming financial year and 



  

the following two financial years. These are shown in the following table 
together with the actual for 2016/17 for comparative purposes: 

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

Actual 
£000 

Original 
Estimate 

£000 

Revised 
Estimate 

£000 

Estimate 
£000 

Estimate 
£000 

Estimate 
£000 

345,836    338,081    374,215    415,586    460,581 485,009 
 

  
 

Council’s own direct estimates of Capital Financing Requirement 
 

2016/17 2017/18 2017/18 2018/19 2019/20 2020/21 
Actual 
£000 

Original 
Estimate 

£000 

Revised 
Estimate 

£000 

Estimate 
£000 

Estimate 
£000 

Estimate 
£000 

251,918    247,024    280,280    320,889    363,935 387,108 
 

 
The local indicator excludes PFI schemes which are fully funded. By 
removing this item the local indicator shows the council’s own capital 
investment and gross debt.  
 
Reductions in the CFR relate to the reduction in Capital Expenditure (net 
of MRP) that is to be funded from borrowing, increases in CFR relate to 
the increase in Capital Expenditure (net of MRP to be funded from 
borrowing). 

 
  
 d) Actual Capital Financing Requirement 2017/18: 
  
 This will be reported in the Outturn report on Treasury Management 

activities. 
 

2,4       External Debt Indicators 
 

 a) Authorised Limit 
  

These authorised limits are consistent with the authority's current 
commitments, existing plans and the proposals in this budget report for 
capital expenditure and financing, and with its approved treasury 
management policy statement and practices.  

  



  

 Authorised Limit 
     

      
 

2017/18 2017/18 2018/19 2019/20 2020/21 

 

Original 
Estimate 

Revised 
Estimate Estimate Estimate Estimate 

 
£000 £000 £000 £000 £000 

      
Borrowing 170,219 169,969 189,847 219,713 248,525 

Other Local Authority 
Borrowing -14,488 -14,489 -13,777 -13,096 -12,573 

Borrowing Limit to CFR 91,293 124,800 144,819 157,318 151,156 

Total Authorised 
Borrowing Limit 247,024 280,280 320,889 363,935 387,108 

Long Term PFI 
Liabilities 91,057 93,935 94,697 96,646 97,901 

Total Authorised 
Limit for External 
Debt 

338,081 374,215 415,586 460,581 485,009 

 
 
b) Operational Boundary: 

  
 The operational boundary for external debt is based on the same 

estimates as the Authorised Limit but is based on the probable external 
debt during the course of the year. This is both the Council borrowing 
and that managed on behalf of other Authorities. It is not a limit and 
actual borrowing could vary around this boundary for short times during 
the year. It will act as an indicator to ensure the Authorised Limit is not 
breached 



 
 

  i)   Upper Limit on Fixed Interest Rates: 
  
 The Council's upper limit for fixed interest rate exposure for the period  
  

 Operational 
Boundary 

     
      
 2017/18 2017/18 2018/19 2019/20 2020/21 

 

Original 
Estimate 

Revised 
Estimate Estimate Estimate Estimate 

 
£000 £000 £000 £000 £000 

      
Borrowing 205,937 207,749 225,081 253,460 284,086 

Other Long Term 
Liabilities (Excl PFI) 4,000 4,000 4,000 4,000 4,000 

Long Term PFI 
Liabilities 91,057 93,935 94,697 96,646 97,901 

Total Operational 
Boundary for 
External Debt 

300,994 305,684 323,778 354,106 385,987 

 
 

 c) Actual External Debt as at 31st March: 
  
 This will be reported within the Outturn report on Treasury Management.  

 
2.5 Treasury Management Indicators 
  
 a) Adoption of the CIPFA Code of Practice for Treasury 

Management in the Public Services: 
  
 The Council complies with the requirements of this code and the relevant 

clause is contained in Financial Procedure Rule 16.1. 
  
 b) Interest Rate Exposures: 
  
 The Council has to set for the forthcoming financial year and the 

following two financial years upper limits to its exposures to the effects of 
changes in The council has to set for the forthcoming year and the 
following two financial years upper limits to its exposures to the effects of 
changes in interest rates. The indicators relate to both fixed interest rates 
and variable interest rates. 



 2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

 284 326 371 395 
  
 ii)   Upper Limit on Variable Interest Rate Exposures: 
  
 The Council's upper limits for variable rate exposure for the period are: 
  

 2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

 90 90 90 90 
 

 
 c)       Maturity Structure of Borrowing: 
  
 The authority must set for the forthcoming financial year both upper and 

lower limits with respect to the maturity structure of its borrowing. The 
indicator identifies the amount of projected borrowing that is maturing in 
each period expressed as a percentage of total projected borrowing. The 
percentages are shown below over the specified periods. 

  
  Upper Limit 

% 
Lower Limit 
% 

 Under 12 Months 45 0 
 12 Months and within 24 Months 50 0 
 24 Months and within 5 Years 60 0 
 5 Years and within 10 Years 80 0 
 10 Years and within 15 Years 90 ) 
 15 Years and within 20 Years 90 ) 
 20 Years and within 25 Years 90 ) 
 25 Years and within 30 Years 90 ) 
 30 Years and within 35 Years 100      ) 30 
 35 Years and within 40 Years 100 ) 
 40 Years and within 45 Years 100 ) 
 45 Years and within 50 Years 100 ) 
 50 Years and Above 100 ) 
  

  



 d) Total Principal Sums invested for periods longer than 365 days  
  
 If the authority invests or plans to invest for longer than 365 days it has to 

set an upper limit for each financial year for the maturing of such 
investments. 

 
  2017/18 

£m 
 

2018/19 
£m 

2019/20 
£m 

2020/21 
£m 

     Original 
 

30 30 30 30 

     Revised 30 30 30 30 
 

 Total Principal Sums invested for periods longer than 365 days where the 
maturity date is beyond the financial year end. 

 
 

 



 Appendix 7 
 

 Minimum Revenue Provision Policy Statement 
2017/18 (Revised) and 2018/19 

 
1. General 
  
1.1 The Council is required to pay off an element of the accumulated 

General Fund capital spend each year (the capital financing 
requirement - CFR) through a revenue charge (the minimum revenue 
provision – MRP). It is also allowed to undertake additional voluntary 
payments if required (voluntary revenue provision – VRP). MHCLG 
Guidance has been issued which requires the Full Council to approve 
an MRP Statement in advance of each year. This can be varied in-year 
with Full Council approval. A variety of options are provided to councils, 
so long as there is prudent provision. The MHCLG Guidance is 
currently being revised and may require changes to be made once it 
has been published. 

  
1.2 The method of paying MRP for pre 2016 capital expenditure is being 

revised in order to provide greater fairness to current and future council 
tax payers. The Council is recommended to approve the following MRP 
Statement: 

  
1.3 For capital expenditure incurred before 1 April 2008 or which was 

incurred after 01 April 2008 as Supported Capital Expenditure, the 
MRP policy will be: 

  
 • Option 3 – Asset Life Method – MRP will be based on the 

estimated life of the assets, in accordance with the guidance 
based on the annuity method. 

  
1.4 From 1 April 2008 for all unsupported borrowing the MRP policy will 

be:- 
  
 • Option 3 - Asset Life Method – MRP will be based on the 

estimated life of the assets, in accordance with the guidance 
based on the annuity method. 

 
1.5 From 1 April 2008 for all  borrowing on PFI schemes the MRP policy 

will be:- 
  
 
 
 
 
1.6 
 
 

• Option 3 - Asset Life Method – MRP will be based on the 
estimated life of the assets, in accordance with the guidance 
based on the annuity method. 

 
When the MRP Policy was amended in the 2016/17 Treasury Strategy 
Report it resulted in a cumulative MRP reduction compared with the 
previous method of charging MRP. As at 1 April 2017, there was a 



 
 
 
 
 
1.7 

remaining MRP cost reduction of £61.7m. This will be offset annually 
against MRP charges relating to capital expenditure incurred before 1 
April 2016. This will result in a zero MRP charge for this capital 
expenditure until the saving is fully consumed. 
 
For capital expenditure incurred after 1 April 2016 capital receipts will 
be used to repay borrowing and to fund PFI liabilities in the year. The 
value of the MRP which would otherwise have been set aside will be 
reduced by the amounts which have instead been repaid from capital 
receipts. 

 



 Appendix 8 
 

Treasury Management Practices 
  
 
TMP1: Treasury risk management 
 Credit and counterparty risk 
 • The risk of failure of a third party to meet their contractual 

obligations under an investment, borrowing, capital, project or 
partnership financing, particularly as a result of the third party’s 
diminished creditworthiness. 

  
 Liquidity risk   
 • The risk that cash will not be available when needed. 
  
 Interest rate risk 
 • Fluctuations in the levels of interest rates create an unexpected 

or an unbudgeted burden on an organisation’s finances against 
which it has failed to protect itself adequately. 

  
Inflation Risk 
• The sensitivity of its treasury assets and liabilities to inflation 

and managing the risk accordingly in the concert of the whole 
organisation’s inflation exposures. 
 

 Exchange rate risk 
 • The risk that fluctuations in foreign exchange rates create an 

unexpected or unbudgeted burden on an organisation’s 
finances. 

  
Refinancing risk 

 • The risk that maturing borrowings, capital, project or partnership 
financing cannot be refinanced on terms that reflect the 
provisions made by the organisation for those refinancing, both 
capital and revenue. 

  
 Legal and regulatory risk 
 • The risk that the organisation fails to act in accordance with its 

powers or regulatory requirements. 
  
 Fraud error, corruption and contingency management 
 • The failure to employ suitable systems and procedures and to 

maintain effective contingency management arrangements to 
these ends. 

  
 Market risk 
 • The risk that through adverse market fluctuations in the value of 

the principal sums an organisation invests, it’s stated policies 
and objectives are compromised. 



 
 

TMP2: Performance measurement 
  The process designed to calculate the effectiveness of the portfolio’s or 

manager’s investment returns or borrowing costs and the application of 
the resulting data for the purposes of comparison with the performance 
of other portfolios or managers, or with recognised industry standards 
or market indices. 

 
TMP3: Decision-making and analysis 
  Consideration of key aspects such as risk, legality, creditworthiness 

and competitiveness. 
 
TMP4: 

 
Approved instruments, methods, and techniques 

  Consideration of the types of investment instruments the organisation 
is legally able to deal in and also the level of competences available 
within the organisation to allow effective decisions to be taken. 

 
TMP5: Organisation, clarity and segregation of responsibilities and 

dealing arrangements. 
  Clear organisational and decision making lines, clearly laid down 

division of responsibilities, proper internal control procedures in place.   
 

TMP6: Reporting requirements and management 
information requirements. 

  Covering reporting lines and frequencies. 
 

TMP7: Budgeting, accounting, and audit arrangements 
  Covering manpower costs, debt and financing costs, bank and 

overdraft charges, brokerage commissions, external advisor’s and 
consultants’ costs. 

TMP8: Cash and cash flow management 
  The preparation of cash flow management forecasts and ‘actuals’ to 

determine acceptable levels of cash balances, the adequacy of 
overdraft facilities and the optimum arrangements for investing and 
managing surplus cash. 

 
TMP9: Money laundering 
  Making Treasury staff aware of the provisions of the Money 

Laundering Regulations (2007) and associated legislation such as the 
Terrorism Act 2000 and the Proceeds of Crime Act 2002, and 
ensuring (as far as possible) that adequate procedures are in place to 
ensure effective compliance with them. 

 
TMP10: Training and qualifications 
  Ensuring the staff training and development regime is in place and 

that staff are competent to operate within a treasury environment. 



  Ensuring that Council Members tasked with treasury management 
responsibilities, including those responsible for scrutiny, have 
access to training relevant to their needs an those responsibilities. 

TMP11: Use of external service providers 
  Ensuring that correct appointment and renewal procedures are 

followed. 
 

TMP12: Corporate governance 
  The code requires a commitment to the principles of corporate 

governance, which will embrace the TPS itself, treasury policies, 
procedural guidelines and defined responsibilities, dealings with 
counter parties and external bodies. 
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