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AUDIT COMMITTEE 

24 NOVEMBER 2021 

Treasury Management Mid-Year Review Report for Period 1 April to 

30 September 2021 

Report of Jan Willis, Interim Executive Director of Finance and S151 Officer 

Cabinet Member: Councillor Richard Wearmouth – Deputy Leader and Portfolio 

Holder for Corporate Services 

1. Purpose of the Report 

This report provides a mid-year review of the activities of the Treasury Management 

function for the period 1 April to 30 September 2021, and performance against the 

Treasury Management Strategy Statement (TMSS) 2021-22 - as approved by the 

County Council on 24 February 2021.  The report provides a review of borrowing and 

investment performance for the period set in the context of the general economic 

conditions prevailing so far during the year.  It also reviews specific Treasury 

Management prudential indicators defined by the (CIPFA) Treasury Management 

Code of Practice and CIPFA Prudential Code for Capital Finance in Local Authorities, 

(the Prudential Code), and approved by Council in the TMSS. 

2. Recommendations 

It is recommended that Members: 

• Receive the report and note the performance of the Treasury Management 

function from 1 April to 30 September 2021. 

• Present the report to County Council. 

3. Link to the Corporate Plan 

This report supports the “We want to be efficient, open and work for everyone” priority 

included in the Council’s Corporate Plan 2018-21. 
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4. Key Issues 

The Local Government Act 2003 (the Act) and supporting regulations require the 

Council to produce a mid-year review of treasury management activities and actual 

performance against prudential and treasury indicators.  This report meets the 

requirements of both the Chartered Institute of Public Finance and Accountancy 

(CIPFA) Treasury Management Code of Practice, (the Code), and the CIPFA 

Prudential Code for Capital Finance in Local Authorities, (the Prudential Code). 

The report provides a review of the Treasury Management activities for the six-month 

period from 1 April to 30 September 2021 and sets out performance against the 

Treasury Management Strategy Statement for 2021-22. 



Audit Committee 24 November 2021  3 

TREASURY MANAGEMENT MID-YEAR REVIEW REPORT FOR THE 

PERIOD 1 APRIL TO 30 SEPTEMBER 2021 

1. INTRODUCTION 

1.1. Background 

This Treasury Management mid-year report provides a review of the activities of the 

Treasury Management function for the period 1 April to 30 September 2021, and 

performance against the Treasury Management Strategy Statement (TMSS) for 2021-

22.  Its production and submission to Council is a requirement of the CIPFA Code of 

Practice on Treasury Management. 

Treasury management is defined as: 

“The management of the local authority’s investments and cash flows, its banking, 

money market and capital market transactions; the effective control of the risks 

associated with those activities; and the pursuit of optimum performance consistent 

with those risks.” 

The Council operates a balanced budget, which broadly means that cash raised 

during the year will meet cash expenditure.  Part of the treasury management 

operation is to ensure this cash flow is adequately planned, with surplus monies being 

invested in low-risk counterparties, with a main aim of providing sufficient liquidity, 

ahead of the achievement of the best possible investment returns.  

The second main function of the treasury management service is to arrange the 

funding of the Council’s capital programme.  The capital programme provides a guide 

to the borrowing need of the Council, and there needs to be longer term cash flow 

planning to ensure capital spending requirements can be met.  The management of 

longer-term cash may involve arranging long or short-term loans, utilising longer term 

cash flow surpluses and, occasionally, debt restructuring to meet Council risk or cost 

objective 

1.2. Statutory and Regulatory Requirements 

The Local Government Act 2003 (the Act) and supporting Regulations requires the 

Council to produce an annual review of treasury management activities and the actual 

performance against prudential and treasury indicators.  This report meets the 

requirements of both the Chartered Institute of Public Finance and Accountancy 

(CIPFA) Treasury Management Code of Practice, (the Code), and the CIPFA 

Prudential Code for Capital Finance in Local Authorities, (the Prudential Code). 

The regulatory environment places responsibility on members for the review and 

scrutiny of treasury management policy and activities.  This report is, therefore, 

important as it provides details of the performance of the treasury management 

activities and highlights compliance with the Council’s policies previously approved by 

Members. 
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1.3. Basis and Content of Treasury Management Mid-Year Review Report for 

2020-21 

The report covers: 

• Overview of the Treasury Management Strategy for the financial year 2021-22. 

• Economic conditions and interest rates for the period 1 April to 30 September 

2021. 

• Overview of the treasury position at 30 September 2021. 

• Borrowing activity. 

• Investment activity; and, 

• Treasury management limits and prudential indicators position. 

2. BACKGROUND - TREASURY MANAGEMENT STRATEGY FOR 2021-22 

2.1. Overview of the 2021-22 Strategy (prepared in November 2020) 

The expectation for interest rates within the Treasury Management Strategy 

Statement for 2021-22 was for UK Bank Rate (often referred to as Base Rate) to 

remain at 0.10% throughout the financial year.  Longer term borrowing rates were also 

forecast to remain very low and unchanged during the year, in line with depressed 

bond yields. 

Overall, the pace of economic recovery from the pandemic was expected to be 

elongated and prolonged, rather than rapid or V-shaped.  Forecasts were however 

subject to major uncertainty, due to the virus and how quickly successful vaccines 

may become available and rolled out, as well what deal the UK agreed as part of 

Brexit. 

Against this backdrop that interest rates were projected to remain low, and the risks 

within the economic forecast, the proposed strategy for 2021-22 was to continue to 

operate with an under borrowing position - i.e., use investments in lieu of external 

borrowing – and to meet the remaining external borrowing requirement for the year 

primarily from medium from shorter term / temporary borrowing (up to 2 years).  At 

that time, the external borrowing requirement for the year was estimated at £185.000 

million, after taking into consideration maturing loans. 

2.2. Compliance 

Significant levels of additional grant were received from Central Government over the 

last 18 months to help support the Council’s response to the pandemic.  It was 

essential that those funds remained liquid and were readily accessible at short notice.  

This necessitated a temporary increase in April 2020 (authorised by the Interim 

Executive Director of Finance and S151 Officer), in the approved limits for Money 

Market Funds, in order to support the management of the increased overnight cash 

balances from £25.000 million to £35.000 million per Counter Party / Bank, and from 

£150.000 million to £175.000 million for overall Money Market Fund balances.  This 

temporary increase will remain in place until 31 March 2022. 
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With the exception of the above, all other treasury activities met the Treasury 

indicators set out in the TMSS, and borrowing was within the borrowing limits set by 

the Council.  Throughout the period, all treasury activities have been conducted within 

the parameters of the TMSS 2021-22, alongside best practice suggested by the 

CIPFA Treasury Management Code and Central Government 

3. ECONOMIC CONDITIONS AND INTEREST RATES FOR PERIOD 1 APRIL TO 

30 SEPTEMBER 2021 

3.1. Economy - At 21 October 2021 

World growth recovered during 2021 but has started to lose momentum more recently, 

in part due to supply disruptions.  

The pandemic and extreme weather events have had a highly disruptive effect on 

worldwide supply chains.  Major queues of ships unable to unload their goods at ports 

have led to misdistribution of shipping containers around the world and have 

contributed to a huge increase in the cost of shipping.  Combined with a shortage of 

semi-conductors, these issues have had a disruptive impact on production in many 

countries.  Many western countries are also experiencing difficulties filling job 

vacancies. 

In its October 2021 ‘World Economic Outlook’ the International Monetary Fund (IMF) 

cut its projection for global growth in 2021 by 0.1% to 5.9%, but said it masked large 

downgrades for some rich countries.  Notably it expects the world's largest economy, 

the US, to grow by only 6% this year, down from the 7% forecast in July.  It said Japan 

and Germany, the third and fourth largest, would expand by 2.4% and 3.1% 

respectively - down from 2.8% and 3.6%. 

UK Growth 

Covid-19 vaccines enormously boosted confidence that life in the UK could largely 

return to normal during the summer, after a third wave of the virus threatened to 

overwhelm hospitals in the spring.  With the household saving rate having been 

exceptionally high since the first lockdown in March 2020, there is plenty of pent-up 

demand and purchasing power stored up for services in hard hit sectors like 

restaurants, travel and hotels.  

The IMF’s latest economic outlook report forecasts the UK is on track to have the 

fastest expansion of any country in the G7 group of rich nations, growing by 6.8% 

2021. 

Bank Rate 

After the Bank of England took emergency action in March 2020 to cut Bank Rate to 

0.10%, it left Bank Rate unchanged at all subsequent meetings. 

The Monetary Policy Committee’s (MPC) minutes in August 2021 majored on 

indicating that some tightening in monetary policy was now on the horizon, but also 

not wanting to stifle economic recovery by too early an increase in Bank Rate.  In 

essence, the MPC were prepared to look through a temporary spike in inflation.  
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However, in September there was a major shift in the tone the MPC’s words.  They 

indicated there had been a marked increase in concern that more recent increases in 

prices, particularly the increases in gas and electricity prices are, indeed, likely to lead 

to faster and higher inflation expectations and underlying wage growth, which would in 

turn increase the risk that price pressures would prove more persistent next year than 

previously expected.  And to emphasise its concern about inflationary pressures, the 

MPC pointedly chose to reaffirm its commitment to the 2% inflation target in its 

statement.  This suggested that it was now willing to look through the flagging 

economic recovery during the summer to prioritise bringing inflation down next year.  

As a result, financial markets are now pricing in a first increase in Bank Rate from 

0.10% to 0.25% in February 2022, although this may be ambitious as the MPC has 

stated that it wants to see what happens to the economy, and particularly to 

employment once furlough ends at the end of September. 

Bond/Gilt Yields and PWLB Rates 

As the US financial markets are, by far, the biggest financial markets in the world, any 

trends in the US invariably impact and influence financial markets in other countries.  

And there is a strong correlation between movements in US treasury yields and UK 

gilt yields, and hence PWLB borrowing rates. 

Since the start of 2021, there has been a lot of volatility in gilt yields: 

• Inflationary concerns earlier in the year caused a rise in gilt yields (and PWLB 

rates) across the curve.  

Financial markets were alarmed US President Biden’s huge Covid pandemic 

recovery package and stimulus boost for the US economy package was 

happening at a time when the US economy was growing strongly, and that it 

could therefore cause an excess of demand in the economy, and in turn more 

sustained inflationary pressures.  This could then force the Fed to take much 

earlier action to start tapering monthly Quantitative Easing (QE) purchases 

and/or increasing the Fed rate from near zero.  These purchases are currently 

acting as downward pressure on US treasury yields. 

• Gilt yields then started to settle and find a level between March and June - when 

yields were relatively steady.  

• July to August saw a ‘flight to safety’ - when investors sell equities and move 

instead to, less risky, government gilts - and yields reduced significantly [when 

demand / prices rise, yields fall]. 

This was stoked by US output and activity indicators pointing to weaker and 

slowing economic activity in the third quarter of 2021, as well as consumption 

indicators suggesting the surge in the Dela variant could weigh on spending. 

• September saw the resurfacing of inflationary concerns and potential for earlier 

bank rate increases, meaning gilt yields spiked up considerably. 

With regard to inflation, one of the key results of the pandemic has been a 

fundamental rethinking and shift in monetary policy by major central banks like the 
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Fed, the Bank of England and the ECB, to tolerate a higher level of inflation than in the 

previous two decades when inflation was the prime target to bear down on in order to 

stop it going above a target rate.  There is now also a greater emphasis on other 

targets for monetary policy than just inflation, especially on ‘achieving broad and 

inclusive “maximum” employment in its entirety’ in the US before consideration would 

be given to increasing rates.  

The Fed in America has gone furthest in adopting a monetary policy based on a clear 

goal of allowing the inflation target to be symmetrical, (rather than a ceiling to keep 

under), so that inflation averages out the dips down and surges above the target rate, 

over an unspecified period of time.  

The Bank of England has also amended its target for monetary policy so that inflation 

should be ‘sustainably over 2%’ and the ECB now has a similar policy.  

For local authorities, this means that investment interest rates and very short term 

PWLB rates will not be rising as quickly or as high as in previous decades when the 

economy recovers from a downturn and the recovery eventually runs out of spare 

capacity to fuel continuing expansion.   

In terms of longer-term growth expectations, there is a view that we are heading into a 

period where there will be a reversal of world globalisation and a decoupling of 

western countries from dependence on China to supply products, and vice versa.  

This is likely to reduce world growth rates from those in prior decades. 

3.2. Actual Interest Rates 1 April to 30 September 2021 

The following graphs show interest rate movements over the period, for various terms 

of borrowing and investment: 
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3.3. Forecast Interest Rates 

The Council’s treasury advisor, Link Asset Services, current interest forecast (dated 

29 September 2021) is shown below: 

 
Quarter 3 
2021-22 

(Q/E Dec 2021) 

Quarter 4 
2021-22 

(Q/E Mar 2022) 

Quarter 1 
2022-23 

(Q/E Jun 2022) 

Quarter 2 
2022-23 

(Q/E Sep 2022) 

Bank Rate 0.10% 0.10% 0.25% 0.25% 

5-year PWLB 1.40% 1.40% 1.50% 1.50% 

10-year PWLB 1.80% 1.80% 1.90% 1.90% 

25-year PWLB 2.20% 2.20% 2.30% 2.30% 

50-year PWLB 2.00% 2.00% 2.10% 2.20% 

This was accompanied with the following comments: 

“We are not expecting Bank Rate to go up fast after the initial rate rise.  Our view is 

that the supply potential of the economy has not taken a major hit during the pandemic 

so should be able to cope well with meeting demand without causing inflation to 

remain elevated in the medium-term, or to inhibit inflation from falling back towards the 

MPC’s 2% target after the surge to around 4% towards the end of 2021. 

However, we are far from confident that these forecasts will not need changing within 

a relatively short time frame for the following reasons: 
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There are increasing grounds for viewing the economic recovery as running out of 

steam during the summer and into the autumn.  This could lead into stagnation which 

would create a dilemma for the MPC as to which way to face. 

Will some current key shortages e.g., petrol and diesel, spill over into causing 

economic activity in some sectors to take a significant hit? 

Rising gas and electricity prices in October and next April and increases in other 

prices caused by supply shortages, as well as increases in taxation next April, are 

already going to deflate consumer spending power without the MPC having to take 

any action on Bank Rate to cool inflation.  Then we have the Government’s upcoming 

budget in October, which could also end up in reducing consumer spending power. 

On the other hand, consumers are sitting on around £200bn of excess savings left 

over from the pandemic so when will they spend this sum, in part or in total? 

There are 1.6 million people coming off furlough at the end of September; how many 

of those will not have jobs on 01 October and will therefore be available to fill labour 

shortages which are creating a major headache in many sectors of the economy?  So 

supply shortages which have been driving up both wages and costs, could reduce 

significantly within the next six months or so and alleviate the MPC’s current concerns. 

We also recognise there could be further nasty surprises on the Covid front, on top of 

the flu season this winter, which could depress economic activity.” 

4. THE PORTFOLIO POSITION AT 30 SEPTEMBER 2021 

4.1. Current Borrowing 

The Council’s debt at the beginning of the year and at 30 September 2021 is shown 

below: 

TABLE 1:  BORROWING 

Total 
Principal 

1 Apr 2021 
£m 

Weighted 
Average Rate 

% 

Total Principal 
30 Sep 2021 

£m 

Weighted 
Average Rate 

% 

Public Works Loan Board Loans 459.814 2.65 455.548 2.66 

LOBOs 176.500 3.95 176.500 3.95 

Market / Local Authority (>1 year)* 144.100 2.50 144.100 2.50 

Market / Local Authority (<1 year)* 32.034 0.34 32.034 0.34 

Salix 0.024 0.00 0.018 0.00 

TOTAL EXTERNAL BORROWING 812.472 2.82 808.200 2.82 

* Note: above figures are based on the term of loans at their inception 
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4.2. Current Investments 

The table below summarises the investment position at 30 September 2021: 

TABLE 2:  INVESTMENTS 

Total 
Outstanding 

1 Apr 2021 
£m 

Weighted 
Average 

Rate 
% 

Total 
Outstanding 
30 Sep 2021 

£m 

Weighted 
Average 

Rate 
% 

Fixed Term Investments – Long 
Term (>1 year)* 

33.250 3.24 33.250 3.24 

Fixed Term Investments – Short 
Term (<1 year)* 

91.000 0.13 70.013 0.18 

Money Market Funds and Call 
Accounts 

82.350 0.02 118.900 0.01 

TOTAL INVESTMENTS (excl. 
Cash) 

206.600 0.58 222.163 0.55 

* Note: above figures are based on the term of investments at their inception 

5. BORROWING ACTIVITY 2021-22 

Cash balances have remained high in the first half of the financial, largely due to the 

increased levels of reserves and balances reported in 2020-21.  Given the extremely 

low interest rates that these balances were able to attract, and the expectation these 

rates would remain low for some time, a decision was taken to delay external 

borrowing and instead increase the reliance on internal borrowing – i.e., use these 

additional investment balances to support the cash flows associated with the capital 

programme instead of borrowing externally.  As a result, no external borrowing has so 

far taken place in the current financial year.  

Two reviews of the capital programme, one in June 2021 and another in September 

2021, have also identified that a considerable proportion of the original budgeted 

capital expenditure for 2021-22 will not now be spent until later years (see 7.1 below).  

As a result of this, and the increased reliance on internal borrowing, the anticipated 

net borrowing requirement for the year has reduced considerably.  Based on the latest 

projections, it is currently estimated that only £50.000 million of external borrowing 

may now be required within 2021-22 – likely in the final quarter of 2021-22.  This is 

down £135.000 million from the £185.000 million outlined in the original strategy (see 

paragraph 2.1 above).  It is expected that the £50.000 million requirement for the year 

will be covered by shorter term / temporary borrowing (up to 2 years).  

It is perhaps worth pointing out that this reduction of £135.000 million is in essence a 

temporary position.  It is created by the reduced capital spend required to be funded 

by borrowing (of £77.733 million) and the increased reliance on internal borrowing of 

(£50.233 million), plus a movement (compared to the original estimate) in loans taken 

out in 2020-21 (of £7.034 million).  However, the capital spend has simply been 

reprofiled into later years and will instead impact on future years’ borrowing 

requirements.  Similarly, the increased reliance on internal borrowing may not be 

sustainable if, for example, the reserves and balances supporting this position 

themselves reduce.  Therefore, at some point external loans may be required to 
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replace the reduction in cash.  Added to which, the notional saving of borrowing 

internally, in the form of the foregone investment compared to cost of borrowing 

externally, is in itself subject to the volatility of the interest rate environment. 

As shown in the above table, total external borrowing has decreased by £4.272 

million, from £812.472 million at the start of year to £808.200 million at 30 September 

2021.  This is due to maturing existing loans.  However, taking into account future 

maturities and the anticipated further borrowing requirement of around £50.000 

million, overall borrowing is projected to total around £806.893 million by 31 March 

2022. 

The reduced need to borrow is expected to generate an overall saving of around 

£0.233 million compared to the original interest payable budget for 2021-22 of £23.031 

million. 

6. INVESTMENT ACTIVITY 2021-22 

The Council’s investment policy (as set out in the Treasury Management Strategy 

Statement for 2021-22) is governed by the Communities and Local Government’s 

Guidance on Local Government Investments (“the Guidance”) and the revised CIPFA 

Treasury Management in Public Services Code of Practice and Cross Sectoral 

Guidance Notes (“the CIPFA TM Code”).  This policy sets out the approach for 

choosing investment counterparties, and is based on credit ratings provided by two of 

the main credit rating agencies (Moody’s and Fitch Group), supplemented by 

additional market data, (such as rating outlooks, credit default swaps, bank share 

prices etc.). 

After taking into consideration the increase in approved limits for Money Market Funds 

(as covered in paragraph 2.2 above), all investment activity during the year conformed 

to the approved strategy, and the Council had no liquidity difficulties. 

As identified above, the current policy is to use a significant proportion of available 

investment balances as ‘internal borrowing’ to support the financing of the Capital 

Financing Requirement (CFR). 

Overall external investments (excluding cash) have increased slightly during the first 

six months of the year from £206.600 million to £222.163 million.  This is higher than 

anticipated and due to the increased level of reserves and balances at the end of 

2020-21. 

Based on the forecast revised capital spend for the year, investment balances are 

anticipated to reduce to around £81.336 million by 31 March 2022 - due to the 

increased utilisation of investment balances to cover the Capital Financing 

Requirement (CFR) in lieu of borrowing externally 

An analysis of the mid-year investment balance (excluding cash) by counterparty is 

shown in the following chart: 
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The internally managed funds earned an overall average rate of return of 0.53% 

during the first 6 months of 2021-22.  The returns achieved were maximised by the 

longer-term investments with other Local Authorities taken out a number of years 

earlier.  Nevertheless, the returns compare favourably against the average London 

Interbank Bid Rate (LIBID) benchmark indicators of: 

• 7 Day – negative 0.08% 

• 3 Month – negative 0.05% 

• 1 Year – 0.07% 

The Council’s budgeted investment return for 2021-22 was originally £1.099 million 

(excluding interest of loans to thirds parties).  Based on the current position and 

forecasts for the remainder of the year, it is estimated the actual interest earned will be 

around or slightly above this level. (Whilst interest rates have been lower than 

anticipated, this has been offset by higher than estimated level of balances in the early 

part of year). 

The above figures are exclusive of interest received on loans from third parties, such 

as the facilities to Advance Northumberland and Northumbria Healthcare Trust etc.  

These loans are made for policy/service reasons, and not day-to-day treasury 

undertakings in relation to the investment of cash flows. 
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7. PRUDENTIAL INDICATORS AND TREASURY LIMITS 2021-22 

The Prudential Code has been developed by CIPFA.  The Code has a central role in 

capital finance decisions, including borrowing for capital investment. Its key objectives 

are to provide a framework for local authority finance that will ensure individual 

authorities’ capital expenditure plans are affordable; all external borrowing is within 

prudent and sustainable levels; and, that treasury management decisions are taken in 

accordance with good professional practice. 

Performance against the approved prudential indicators, as set out in the 2021-22 

Treasury Management Strategy Statement, is outlined below.  None of the indicators 

have been exceeded during the year to 30 September 2021. 

7.1. Capital Expenditure 

This table shows the original approved capital programme (as agreed as part of the 

MTFP), current expenditure and forecast outturn for the year: 

Capital Expenditure 

2021-22 
Original 

Estimate 
£m 

2021-22 
Current 
Budget 

£m 

Position 
30 Sept 2021 

 
£m 

2021-22 
Forecast 
Outturn 

£m 

Adult Social Care and 
Commissioning 

4.140 5.243 0.734 2.355 

Chief Executive’s 11.227 13.029 1.820 12.603 

Children’s Services 25.716 36.563 15.457 29.353 

Communities & Business Dev 25.898 17.940 7.854 15.440 

Finance 38.939 40.908 5.611 27.445 

Planning & Local Services 68.238 75.319 25.412 62.034 

Public Health & Community 
Services 

32.968 27.666 4.902 16.150 

Regeneration 83.423 50.767 11.007 43.862 

TOTAL EXPENDITURE 290.549 267.435 72.797 209.242 

7.2. Authorised Limit and Operational Boundary 

The authorised limit - is the “affordable borrowing limit” required by s3 of the Local 

Government Act 2003.  Once this has been set, the Council does not have the power 

to borrow above this level. 

The operational boundary is the expected borrowing position of the Council during the 

year.  Periods where the actual position is either below or over the boundary is 

acceptable subject to the authorised limit not being breached. 

The table below demonstrates that during 2021-22 the Council has maintained gross 

borrowing within its authorised limit and operational Boundary. 
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Authorised 
Limit for 

External Debt 
£m 

Operational 
Boundary for 
External Debt 

£m 

Actual 
30 September 

2021 
£m 

Borrowing 1,251.294 1,042.745 808.200 

Other Long-Term Liabilities (PFI) 79.239 66.032 65.730 

TOTAL EXTERNAL DEBT 1,330.533 1,108.777 873.930 

7.3. Limits to Borrowing Activity 

One of the key controls over the treasury activity is a prudential indicator to ensure 

that over the medium term, net borrowing (borrowings less investments) will only be 

for a capital purpose.  Gross external borrowing should not, except in the short term, 

exceed the total of Capital Financing Requirement (CFR) [i.e. the underlying need to 

borrow] in the preceding year plus the estimates of any additional CFR for 2021-22 

and next two financial years. 

CFR vs Borrowing 

2021-22 
Original 

Estimate 
£m 

Position at 
30 Sept 

2021 
£m 

2021-22 
Forecast 
Outturn 

£m 

Borrowing 941.893 808.200 806.893 

Other Long-Term Liabilities (PFI) 62.257 65.730 63.836 

TOTAL EXTERNAL DEBT 1,004.150 873.930 870.729 

CFR 1,169.266 N/A 1,047.270 

The Interim Executive Director of Finance reports that no difficulties are envisaged for 

the current or future years in complying with this indicator. 

The purpose of the following limit is to restrain the activity of the treasury function 

within certain limits; thereby managing risk; and reducing the impact of any adverse 

movement in interest rates. 

Interest Rate Exposure 
Limit for 
2021-22 

Actual 
30 Sep 2021 

Fixed Rate Exposure 0% - 100% 90.84% 

Variable Rate Exposure 0% - 100% 9.16% 

Lender option, borrower option loans (LOBOs) callable within 12 months are classed 

as variable; if the rate is fixed for a longer period they are classed as fixed.  At 30 

September 2021 the total of variable rate loans was £74.000 million and is within the 

set limit. 

7.4. Maturity Structure of Borrowing 

Measuring maturity structure of borrowing ensures a reasonable spread of maturing 

debt as a safety mechanism to ensure significant amounts of debt do not mature at a 

time when interest rates for refinancing the debt may be high. 
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Maturity Structure 
Upper Limit for 

2021-22 
Actual 

30 Sep 2021 

Under 12 months 25% 8% 

1 year - 2 years 40% 5% 

2 years within 5 years 60% 5% 

5 years within 10 years 80% 6% 

10 years and above 100% 76% 

The following graph shows maturity of loans by monetary value.  LOBOs are shown as 

held to maturity.  In the current climate it is not envisaged that loans would be called 

for repayment within the next 12 months, as rates are so low. 

 

7.5. Investments for periods longer than 365 days 

These limits are set with regard to the Council’s liquidity requirements and to reduce 

the need for early sale of an investment and are based on the availability of funds after 

each year-end. 

 
Limit 

2021-2022 
£m 

Actual  
Highest  

£m 

Actual 
30 Sept 2021 

£m 

Principal sums invested > 364 days 120.000 33.250 33.250 
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Implications 

Policy The report provides a half-year review of the Treasury Management 

activities for 2021-22 and sets out performance against the Treasury 

Management Strategy Statement for 2021-22.  It is consistent with 

“We want to be efficient, open and work for everyone” priority 

included in the Council’s Corporate Plan 2018-21. 

Finance and value 

for money 

The financial implications of the 2021-22 investment and borrowing 

transactions have been taken into account within the revenue 

budget for 2021-22. 

Northumberland County Council acknowledges that effective 

treasury management will provide support towards the achievement 

of its business and service objectives.  It is therefore committed to 

the principles of achieving best value in treasury management within 

the context of effective risk management, and to employing suitable 

performance measurement techniques, for example comparison with 

other members of the CIPFA and Capita benchmarking clubs. 

Legal Under Section 1 of the Local Government Act 2003 (the Act) the 

Council may borrow money for any purpose relevant to its functions 

under any enactment, or for the purpose of the prudent 

management of its financial affairs. 

The Act and supporting regulations also require the Council to ‘have 

regard to’ the Chartered Institute of Public Finance and Accountancy 

(CIPFA) Prudential Code and the CIPFA Treasury Management 

Code of Practice (which were adopted by Northumberland County 

Council in February 2010). 

Procurement There are no direct procurement implications for the County Council. 

Human Resources There are no direct staffing implications for the County Council.  

Property There are no direct property implications for the County Council. 

Equalities 

(Impact Assessment 

attached) 

Yes   No    N/A       

 

There are no direct equalities implications for the County Council. 
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Risk Assessment The report highlights the principal financial risks within the Treasury 

Management function. The identification, monitoring and control of 

risk are the prime criteria by which the effectiveness of the County 

Council’s Treasury Management activities will be measured. 

Accordingly, the analysis and reporting of Treasury Management 

activities will focus on their risk implications for the Council. The 

investment priority is security and liquidity rather than yield, which is 

a secondary aim. 

Crime & Disorder There are no Crime and Disorder implications for the County 

Council. 

Customer 

Consideration 

There are no Customer Considerations for the County Council. 

Carbon reduction There are no carbon reduction implications for the County Council. 

Health & 

Wellbeing 

There are no health and wellbeing implications for the County 

Council. 

Wards All divisions. 

 
Background Papers: 

Treasury Management Strategy Statement for 2021-22 – County Council 24 February 

2021 

CIPFA Treasury Management in the Public Services: Code of Practice and Cross-

Sectoral Guidance notes (revised 2011) 

CIPFA Prudential Code for Capital Finance in Local Authorities 

Guidance on Local Government Investments The Local Government Act 2003 

Local Authorities (Capital Finance and Accounting) Regulations 2012 (S.I.2012/265) 

Report sign off: 

Authors must ensure that officers and members have agreed the content of the 
report:  

 Name 

Monitoring Officer Neil Masson 

Interim Executive Director of Finance & Section 151 Officer Jan Willis 

Relevant Executive Director Jan Willis 

Chief Executive Daljit Lally 

Portfolio Holder Richard Wearmouth 

Author and Contact Details 
Alistair Bennett – Technical Accountant 
(01670) 625504 
Alistair.Bennett@northumberland.gov.uk 

mailto:Alistair.Bennett@northumberland.gov.uk
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