
EREWASH BOROUGH COUNCIL 
 

Report of the Director of Resources to the 
Council Executive  4 September 2018 
 
 

Report on the Treasury Management Service and Prudential Indicators – 
Quarter 1, 1 April 2018 – 30 June 2018 
 
 

1 Purpose of report 
 
1.1 To provide the Executive with details of the council’s treasury activities and 

prudential indicators for the first quarter of 2018/19 in accordance with the 
council’s reporting procedures and the Chartered Institute of Public Finance 
and Accountancy (CIPFA) Code of Practice for Treasury Management. 

 

2 Recommendations  
 
2.1 That the Council Executive considers the treasury management activities and 

the prudential indicators for the first quarter of 2018/19 as detailed in the 
report. 

 

3 Information, issues and options 
 

3.1 During the first quarter of 2018/19 the council complied with all legislative and 
 regulatory requirements in respect of treasury management in the public 
sector. 
 

3.2  During the final quarter of the financial year the Base Rate remained at 0.5%.  
Subsequently the Bank of England increased the rate to 0.75% on 2 August 
2018.  This increase will improve the rate of return on future council 
investments and it is anticipated that there will be further limited increases in 
the Base Rate, provided that the economy performs as expected by the 
Monetary Policy Committee (MPC) of the Bank of England. 

 

3.3 During the first quarter of 2018/19 the council continued to maintain its 
existing policy of making short term investments with high quality 
counterparties albeit at the cost of restricted investment returns.  The 
financial impact on the council is small compared to the potential impact of 
losing the principal invested.  Any loss would be charged against the council’s 
revenue account and ultimately borne by taxpayers. 
 

 Annual Investment Strategy 
 

3.4 The Treasury Management Strategy Statement (TMSS) for 2018/19, which 
includes the Annual Investment Strategy, was approved by Council on  

 8 March 2018.  The TMSS sets out the council’s investment priorities as 
being: 

 

 Security of capital. 

 Liquidity. 

 Yield. 



 
Key objectives 
 

3.5  The objectives of the council’s current investment strategy are the 
safeguarding of the repayment of the principal and interest on its investments 
with investment return being a secondary objective.  The current investment 
climate has one overriding risk consideration, that of counterparty risk.  As a 
result of these underlying concerns officers continue to implement an 
operational investment strategy which supports the controls already in place in 
the approved investment strategy. 

 
Investment position 
 

3.6 The council held £9,681m of investments at 30 June 2018, and a breakdown 
is shown below with a more detailed analysis at appendix 1.   

 

Sector Country Up to 1 year 
(£) 

1 - 2 years 
(£) 

Banking Sector UK 681,000 0 

Building Societies UK 2,000,000 0 

Other Local Authorities UK 7,000,000 0 

Total  9,681,000 0 

 
3.7 The current counterparty list is included at appendix 2 and details the 

institutions’ credit ratings. 
 

3.8 All new investments placed in the year were short-term in nature and for not 
more than six months reflecting the need to limit the risk of capital loss. 

 

3.9 The outturn position as at 30 June 2018 for investment income is as follows: 
 

Interest Receivable  2018/19 
Original 
Estimate 

£ 

2018/19  
Year to Date 

Budget  
£ 

2018/19  
Actual 

 
£ 

2018/19 
 Variance 

 
£ 

Interest Receivable (40,000) (10,000) (14,127) (4,127) 

 
3.10 The annual budget for investment interest income for 2018/19 is £40,000 and 

the actual amount received and accrued for the year to date is £14,127.  
Average balances available for investment have been higher than estimated 
at the time of budget setting resulting in a favourable variance.   

 

3.11  Investment performance for the quarter ended 30 June 2018. 
 

Benchmark 
(LIBID) 

Benchmark 
Return 

Council 
Performance 

Investment 
Interest Earned 

7 Day 0.36% 0.38% 1,296 

1 Month 0.38% 0.33% 3,909 

3 Month 0.55% 0.58% 6,578 

6 Month 0.67% 0.47% 2,344 

 



3.12 The council’s performance in respect of 1 month and 6 month investments 
was slightly below the benchmarks due to the lack of available counter parties 
for investments covering these periods. . 

 
3.13 Liquidity arrangements were satisfactory throughout the quarter. 
 
 Compliance with treasury and prudential limits 
 
3.14 It is a statutory duty for the council to determine and keep under review its 

affordable borrowing limits.  The council’s approved treasury and prudential 
indicators (affordability limits) are included in the approved Treasury 
Management Strategy Statement (TMSS) for 2018/19. 

 
3.15 During the first quarter of 2018/19, the council operated within the treasury 

limits and prudential indicators set out in the council’s Treasury Management 
Strategy Statement and in compliance with the council's treasury 
management practices.  A summary of the prudential and treasury indicators 
is included at appendix 3. 

 
 Prudential indicator for capital expenditure 
 
3.16 The table below details the revised capital budget and expenditure incurred 

up to 30 June 2018.  The original capital budget of £1.447m has increased by 
£1.103 to £2.550m due to the proposed carry forward of projects from 
2017/18.  These carry forward requests have been approved by the Executive 
and are subject to final approval by Council on 11 October 2018. 

 

Capital Expenditure 2018/19 
Original 
Estimate 

£m 

2018/19 
Revised 
Estimate 

 £m  

Actual 
Spend 

2018/19 
£m 

Capital Expenditure 1.147 2.550 0.232 

Financed by:    
Capital Grants, Receipts and 
Reserves 

 
(1.147) 

 
(2.550) 

 
(0.232) 

 
Borrowing 

 
3.17 The council had no borrowing requirement during 2018/19 and remains debt 

free. 
 

Other 
 
Revised CIPFA codes 

 

3.18 The Chartered Institute of Public Finance and Accountancy, (CIPFA) has 
issued a revised Treasury Management Code of Practice and a revised 
Prudential Code.  A particular focus of these revised codes is how to deal with 
local authority investments which are not treasury type investments e.g. by 
investing in purchasing property.  At present the council does not place funds 
in such non-treasury investments and consequently this part of the revised 
guidance is not directly relevant to the authority.  Officers are continuing to 



review the revised Code of Practice and Prudential Code and will provide 
further reports to members on their implications as necessary.  

 

4 Risk and financial implications 
 

4.1 As contained within the report.  
 

5 Legal implications 
 

5.1 There are no direct legal implications arising from this report. 
 

6 Personnel implications 
 
6.1 There are no direct personnel implications arising from this report. 
 

7 Alignment to council priorities 
 

7.1 The council’s treasury operation continues to comply with the Treasury 
Management Strategy approved by Council.  Effective management of the 
council’s capital and revenue resources contribute towards the objective of 
being a well run, efficient council. 

 

Background papers 
 

None. 
 

Contact officers 
 

Ian Sankey, Director of Resources and Deputy Chief Executive 
Telephone: 0115 907 1157 
E-mail: ian.sankey@erewash.gov.uk 
 

Dave Orme, Group Accountant  
Telephone: 0115 907 2244, extension 3534 
E-mail: dave.orme@erewash.gov.uk 
 

Key decision status  
 

Not applicable. 
 

Appendices 
 

Appendix 1 – Analysis of Investments at 30 June 2018 
Appendix 2 – List of Approved Counterparties for Lending at 30 June 2018 
Appendix 3 – Prudential and Treasury Indicators as at 30 June 2018 
 

Note: In preparing this report due regard has been had to human rights, prevention 
of crime and disorder, environmental, efficiency and health considerations as 
appropriate.  An Equalities Impact Assessment has been completed or is not 
required.  Relevant officers have been consulted in relation to any legal, financial, 
personnel or property implications and comments received are reflected in the 
report. 
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