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Treasury Management Strategy Statement 2023/24 

1. Introduction 

1.1. Treasury management is the management of the Council’s cash flows, borrowing 

and investments, and the associated risks. Borrowing arises from spending on the 

Council’s Capital Programme; this report should be considered alongside the Ten-

Year Capital Programme. The Council has borrowed and/or invested substantial 

sums of money and is therefore exposed to potential financial risks including the 

loss of invested funds and the revenue effect of changing interest rates. The 

successful identification, monitoring and control of financial risk are therefore 

central to the Council’s prudent financial management.  

1.2. Treasury risk management at the Council is conducted within the framework of the 

Chartered Institute of Public Finance and Accountancy’s Treasury Management in 

the Public Services: Code of Practice 2021 Edition (the CIPFA Code) which 

requires the Council to approve a treasury management strategy before the start 

of each financial year. This report fulfils the Council’s legal obligation under the 

Local Government Act 2003 to have regard to the CIPFA Code. 

1.3. The Council is required to operate a balanced budget, which broadly means that 

cash raised during the year will meet revenue cash expenditure. Part of the 

treasury management operation is to ensure that this cash flow is adequately 

planned, with cash being available when it is needed. Surplus monies are invested 

in low risk counterparties or instruments commensurate with the Council’s low risk 

appetite, providing adequate liquidity initially before considering investment return. 

1.4. The second main function of the treasury management service is the funding of 

the Council’s capital plans. These capital plans provide a guide to the borrowing 

need of the Council, essentially the longer-term cash flow planning, to ensure that 

the Council can meet its capital spending obligations. This management of longer-

term cash may involve arranging long or short-term loans or using longer term 

cash flow surpluses. On occasion, when it is prudent and economic, any debt 

previously drawn may be restructured to meet Council risk or cost objectives. 

1.5. CIPFA defines treasury management as:  

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

1.6. Investments held for service purposes or for cashflow purposes are considered in 

a different report, the Investment Strategy (Section 4).  

  



 

2. External Context: Interest Rate Forecast 

2.1. The Bank of England’s Monetary Policy Committee (MPC) remains concerned 

about inflation but sees the path for Bank Rate to be below that priced into 

markets. 

2.2. Following the exceptional 75bp rise in November, the Council’s Treasury advisor, 

Arlingclose, believes the MPC will slow the rate of increase at the next few 

meetings. Arlingclose now expects Bank Rate to peak at 4.25%, with a further 

50bp rise in December and smaller rises in 2023.  

2.3. The UK economy likely entered into recession in Q3, which will continue for some 

time. Once inflation has fallen from the peak, the MPC is expected to cut Bank 

Rate. 

2.4. The Council’s long-term borrowing comes primarily from the Public Works Loan 

Board. Interest rates are set by applying a margin to gilt yields. Arlingclose 

expects gilt yields to remain broadly steady despite the MPC’s attempt to push 

down on interest rate expectations. Without a weakening in the inflation outlook, 

investors will price in higher inflation expectations given signs of a softer monetary 

policy stance. 

2.5. Gilt yields face pressures to both sides from hawkish US/EZ central bank policy on 

one hand to the weak global economic outlook on the other. BoE bond sales will 

maintain yields at a higher level than would otherwise be the case. 

2.6. For the purpose of setting the budget, it has been assumed that new long-term 

loans will be initially borrowed at an average rate of 4.25% during financial years 

2022/23 to 2023/24; and 4% from 2024/25 onwards, and that any treasury 

investments will be receive an average return of 3.5%.  

 

3. Local Context  

3.1. The underlying need to borrow for capital purposes is measured by the Capital 

Financing Requirement (CFR), while usable reserves and working capital are the 

underlying resources available for internal borrowing or investment. The Council’s 

current strategy is to use internal borrowing to reduce the total interest costs by 

delaying the need for external borrowing.  

3.2. The Council’s capital expenditure plans are the key driver of treasury management 

activity. The output of the capital expenditure plans is reflected in the prudential 

indicators. In considering the affordability of its capital plans, the Council is 

required to consider all of the resources currently available to it and estimated for 

the future, together with the totality of its capital plans, revenue income and 

revenue expenditure forecasts for the forthcoming year and the following two 

years. 

3.3. On 31st December 2022, the Council held £1,102.5m of borrowing and £100.3m 

of treasury investments. The forecasted position shown in Table 1 below.  



 

Table 1: Forecast Capital Financing Requirement and Borrowing  

 

31.3.23 

Forecast 

£m 

31.3.24 

Forecast 

£m 

31.3.25 

Forecast 

£m 

31.3.26 

Forecast 

£m 

31.3.27 

Forecast 

£m 

31.3.28 

Forecast 

£m 

31.3.33 

Forecast 

£m 

General Fund 

CFR 
1,059.5 1,133.7 1,214.9 1,272.1 1,300.3 1,294.1 1,288.7 

HRA CFR  306.2 351.2 419.2 419.2 424.2 433.2 594.8 

Total / 

Borrowing 

CFR  

1,365.7 1,484.9 1,634.1 1,691.3 1,724.5 1,727.3 1,883.5 

PFI Liability 26.3 22.1 17.7 13.8 10.7 7.5 (0.0) 

Total Debt 

CFR  
1,392.0 1,507.0 1,651.7 1,705.1 1,735.2 1,734.8 1,883.4 

Less: Internal 

borrowing 
(231.7) (83.8) (166.7) (192.2) (216.0) (212.8) (205.3) 

External 

borrowing 
1,160.4 1,423.2 1,485.0 1,512.9 1,519.2 1,522.0 1,678.1 

 

Existing 

Borrowing 

Profile 

1,063.0 975.7 946.4 917.3 888.5 846.2 696.1 

Cumulative 

new 

Borrowing to 

be raised (inc 

refinancing 

maturing 

borrowing) 

97.3 447.4 538.7 595.6 630.7 675.8 982.0 

 

3.4. The Council may also borrow additional sums to pre-fund future years’ 

requirements, providing this does not exceed the authorised limit for borrowing of 

£1,801 million. 

 

3.5. The Council has an increasing CFR due to the requirements of the Council’s 

capital programme and is forecasting to have total CFR debt up to £1,883.0m over 

the 10-Year forecast period (2023/24 to 2032/33). As detailed in Table 2 below, 

The Council’s 10-year programme is £1,800.0m of which £799.3m (44%) is 

expected to be funded through borrowing and over the next 5 years the 

programme is £1,138.5m of which £489.3m (43%) is funded through borrowing. 

 

3.6. Table 2 includes outline budgets for projects that will seek detailed approval as the 

business cases are further developed.  



 

 

Table 2: Capital Expenditure & Financing 

 

2022/23 

Forecast 

 

£m 

2023/24  

 

 

£m 

2024/25 

 

 

 

£m  

2025/26 

 

 

 

£m  

2026/27 

 

 

 

£m  

2027/28 

 

 

 

£m  

2028/29 

to 

2032/33    

£m 

Total 10 Yr.  

 

 

£m 

Meridian Water 63.5 104.4 99.1 19.7 26.9 10.9 65.5 326.3 

Companies 31.7 28.8 36.9 50.0 17.0 0.0 0.0 132.7 

Other General 

Fund 
59.9 111.8 60.5 45.0 27.0 25.5 126.3 396.0 

HRA 107.4 134.6 128.2 92.3 56.7 63.4 469.8 945.0 

Total  262.5 379.6 324.7 206.9 127.5 99.8 661.5 1,800.0 

Financed by:                 

External Grants 

& Contributions 
(56.1) (153.8) (89.4) (79.3) (24.1) (12.3) (205.4) (564.3) 

S106 & CIL (1.9) (2.0) (1.9) (1.9) (0.7) (0.7) (3.3) (10.4) 

Revenue 

Contributions 
(0.1) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Capital Receipts (29.1) (69.0) (48.4) (29.0) (25.9) (38.2) (74.4) (285.0) 

Major Repairs 

Allowance (MRA) 
(11.3) (12.3) (13.9) (13.8) (14.6) (15.4) (68.5) (138.5) 

Earmarked 

Reserves 

 

(13.4) (2.6) 0.0 0.0 0.0 0.0 0.0 (2.6) 

Prudential 

Borrowing 
150.6 139.9 171.1 82.7 62.3 33.2 310.0 799.3 

 

 

3.7. Table 3 sets out the cost of the delivering the Councils ten-year capital programme 

as well servicing existing debt related to past capital programmes.  

3.8. The timely action taken by the Council during the last year and via the 

development of the Capital Programme has ensured that despite rising interest 

rates, the total revenue cost of the capital programme in 2023/24 remains almost 



 

the same as was estimated this time last year (£32.4m). General fund revenue 

interest costs will be £3m higher, but this will be offset by a reduced level of debt 

repayment provision (due to reduced debt levels). 

 

3.9. The 2023/24 revenue impact on the General Fund net of interest recharges to the 

HRA; Companies and Meridian Water (capitalised) is £32.2m consisting of interest 

£12.7m and MRP £19.7m.  

 

3.10. Of this, £2.3m to £3.8m will be funded from capital financing smoothing reserves 

and £28.6m via the revenue budget.  

Table 3: Cost of Debt and Revenue Budgets 

 

3.11. CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that 

the Council’s total debt should be lower than the amount of borrowing it needs to 

  2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 

  £m £m £m £m £m £m £m £m £m £m 

Gross Interest 41.6 48.0 53.3 55.4 56.1 56.4 57.2 59.5 62.4 64.1 

Debt Fees 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.1 0.1 0.1 

Total Debt Cost 41.7 48.1 53.4 55.5 56.2 56.5 57.2 59.6 62.5 64.1 

Recharges/ 
Income:                     

Investment 

Income (1.0) (1.5) (1.1) (1.1) (1.1) (1.1) (1.1) (1.1) (1.1) (1.1) 

Meridian Water (8.7) (9.1) (8.3) (7.7) (6.2) (6.3) (6.1) (5.9) (5.9) (5.8) 

Companies (4.9) (6.0) (7.7) (8.9) (9.5) (9.3) (9.2) (9.0) (8.9) (10.0) 

HRA (14.2) (17.3) (17.3) (17.5) (17.9) (18.3) (18.2) (22.1) (23.4) (25.1) 

Schools (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) (0.1) 

Interest Charged 
to Gen. Fund 

12.7 14.1 18.8 20.1 21.3 21.3 22.5 21.3 23.1 22.0 

                     

MRP 19.7 20.3 23.6 26.1 26.9 25.8 24.1 22.5 21.9 21.9 

Total Financing 
Cost Charged to 
Gen. Fund 

32.4 34.4 42.4 46.2 48.2 47.1 46.5 43.9 45.0 43.9 

Budget 28.6 31.6 34.6 37.6 40.6 42.6 44.6 46.6 48.6 50.6 

Variance 3.8 2.8 7.9 8.6 7.6 4.5 2.0 (2.7) (3.6) (6.7) 

Adjustment - 70 
% spend 
scenario 

30.9 31.5 38.6 41.7 43.4 42.3 42.3 40.2 41.7 40.7 

Variance (70% 
delivery 
scenario) 

2.3 (0.0) 4.0 4.1 2.8 (0.3) (2.3) (6.4) (6.9) (9.9) 



 

finance its programmes (i.e. its highest forecast CFR over the next three years). 

Table 3 sets out the position over the forecasted period. 

 

Table 4: External Borrowing and the Capital Financing Requirement (CFR) 

 

 

4. Liability benchmark 

4.1. The liability benchmark represents an estimate of the cumulative amount of 

external borrowing the Council must hold to fund its current capital and revenue 

plans while keeping treasury investments at the minimum level required to 

manage day-to-day cash flow. 

 

Table 5: Prudential Indicator: Liability benchmark 

 

4.2. Following on from the medium-term forecasts in table 3 above, the long-term 

liability benchmark assumes capital expenditure funded by borrowing, minimum 

revenue provision on new capital expenditure based on the asset’s useful 

economic life, expenditure and reserves all increasing by 2.5% a year. 

 
2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 

 
£m £m £m £m £m £m £m £m £m £m 

Meridian Water 422.8 457.6 474.7 499.8 510.2 534.1 544.1 553.6 563.9 573.1 

Companies 198.7 233.9 281.9 295.8 292.2 288.4 284.5 280.4 276.2 271.7 

Other General 
Fund 

512.3 523.4 515.5 504.7 491.7 482.2 472.0 463.1 453.9 443.9 

HRA 351.2 419.2 419.2 424.2 433.2 434.8 442.8 527.8 557.8 594.8 

Total CFR 
1,484.9 1,634.1 1,691.3 1,724.5 1,727.3 1,739.5 1,743.4 1,824.8 1,851.7 1,883.5 

External Debt 
1,423.2 1,485.0 1,512.9 1,519.2 1,522.0 1,534.2 1,538.0 1,619.5 1,646.4 1,678.1 

 

31.3.22 

Actual 

£m 

31.3.23 

Estimate 

£m 

31.3.24 

Forecast 

£m 

31.3.25 

Forecast 

£m 

31.3.26 

Forecast 

£m 

Loans CFR 1,234.2 1,365.7 1,484.9 1,634.1 1,691.3 

Less: Balance sheet resources (149.4) (118.9) (105.8) (99.4) (99.4) 

Net loans requirement 1,084.8 1,246.8 1,379.1 1,534.7 1,591.9 

Plus: Liquidity allowance 35 35 35 35 35 

Liability benchmark 1,119.8 1,281.8 1,414.1 1,569.7 1,626.9 



 

4.3. Balance Sheet Resources as per Table 5 is based on the Council’s forecast of its 

Useable Reserves. Liquidity Allowance is based on the headroom built into the 

Council’s Authorised Limit.  

 

4.4. Chart 1 below shows how the loans the Council has (grey shaded area) compares 

with the underlying need to borrow (red line).  

 

4.5. Chart 1 shows the long-term borrowing impact of the current ten-year capital 

programme (i.e. for this technical purpose, it assumes that there is no further need 

to borrow after the expiry of the current ten-year capital programme, which in 

reality would not be the case).   

 

4.6. If debt (grey shaded area) exceeds the liability benchmark (red lines), the authority 

has a cash surplus and is holding on deposit. It is a measure of the Council’s 

existing (and committed) loans portfolio compared with its forecast loan needs. 

This benchmark supports the authority to understand and manage its exposure to 

treasury risks.   

 

 

 

5. Borrowing Strategy 

5.1. Objectives: The Council’s primary objective when borrowing money is to strike an 

appropriately low risk balance between securing low interest costs and achieving 

certainty of those costs over the period for which funds are required. The flexibility 



 

to renegotiate loans should the Council’s long-term plans change is a secondary 

objective. 

5.2. Strategy: The Council’s borrowing strategy continues to address the key issue of 

affordability without compromising the long-term stability of the debt portfolio. 

Short term PWLB interest rates are currently broadly similar to long term rates.  

5.3. During a period of interest rate volatility earlier in 2022, Enfield’s borrowing 

strategy has been to borrow up to three months in advance of the cash being 

required in order to manage risk and refinance maturing debt at relatively lower 

interest rate where possible. Relatively strong investment income (around 3.3% as 

at 31 Dec, though lower earlier in the year) reduces the holding cost of debt until it 

is required.  

 

5.4. Interest rates are forecast to be much more stable during 2023/24. But 

expenditure is less certain: capital projects are adapting to the new economic 

environment, so there is a higher degree of uncertainty about the cash flow to be 

required at any given time. In this environment, our borrowing strategy is going to 

be ‘little and often, minimising cash balances’ i.e.: 

(i) Closer focus and engagement with project managers on cash flow 

forecasting (focusing on large payments and the month ahead); 

(ii) Keeping £30m cash available in short-term investments as a buffer, for 

example, to meet payroll runs; 

(iii) When the balance goes below £30m and is forecast to stay below £30m, 

borrowing the forecast amount required for the following two weeks using 

short term borrowing, provided that the proportion of short-term borrowing 

stays within the authorised limits 

(iv) Borrowing long term to ‘fix’ short term borrowing when it is going to mature.  

  

5.5. This strategy will reduce cash balances and give certainty about the quantum of 

long-term borrowing required (as it will be matched to the maturity of short-term 

borrowing). It also gives the Council flexibility to change plans without incurring the 

cost of holding debt that is not required. 

5.6. This strategy will be tweaked and adapted as and when required. This approach 

will be actively managed to prevent exposure to re-financing risk. Re-financing risk 

is the risk of interest rates moving in the future that will result in refinancing short-

term loans or internal borrowing being more expensive than the present time.  

5.7. The above strategy will allow the Council to reduce net borrowing costs (despite 

foregone investment income) and reduce overall treasury risk. Arlingclose will 

assist the Council with this ‘cost of carry’ and breakeven analysis.  

5.8. The Authority has previously raised the majority of its long-term borrowing from 

the PWLB and short term borrowing from other local authorities. Enfield will 

continue to horizon-scan and investigate potential alternative financing options, 

but PWLB is likely to remain the cheapest and lowest risk option for long term 

borrowing.  



 

5.9. PWLB loans are no longer available to local authorities planning to buy investment 

assets primarily for yield; the Authority intends to avoid this activity in order to 

retain its access to PWLB loans. 

5.10. Sources of borrowing: The approved sources of long term and short-term 

borrowing are: 

i. HM Treasury’s PWLB lending facility (formerly the Public Works Loan Board) 

ii. any institution approved for investments (see below) 

iii. any other bank or building society authorised to operate in the UK 

iv. any other UK public sector body 

v. UK public and private sector pension funds (except the London Borough of 

Enfield Pension Fund) 

vi. capital market bond investors 

vii. UK Municipal Bonds Agency plc and other special purpose companies created 

to enable local Council bond issues 

viii. Mayor of London Energy Efficiency Fund (MEEF) 

ix. Energy Efficiency Fund (LEEF) 

x. European Investment Bank (EIB) 

xi. Insurance Funds 

 

5.11. Other sources of debt finance: In addition, capital finance may be raised by the 

following methods that are not borrowing, but may be classed as other debt 

liabilities: 

i. Leasing and hire purchase 

ii. Private Finance Initiative  

iii. sale and leaseback 

5.12. Municipal Bonds Agency: UK Municipal Bonds Agency plc was established in 

2014 by the Local Government Association as an alternative to the PWLB. It 

issues bonds on the capital markets and lends the proceeds to local authorities. 

This is a more complicated source of finance than the PWLB for two reasons: 

borrowing authorities will be required to provide bond investors with a guarantee to 

refund their investment in the event that the agency is unable to for any reason; 

and there will be a lead time of several months between committing to borrow and 

knowing the interest rate payable. Any decision to borrow from the Agency will 

therefore be the subject of a separate report to full Council.  

5.13. LOBOs: the authority does not hold any Lender’s Option Borrower’s Option loans. 

5.14. Short term and variable rate loans: These loans leave the Council exposed to 

the risk of short-term interest rate rises and are therefore subject to the interest 

rate exposure limits in the treasury management indicators below. 

5.15. Debt rescheduling: The PWLB allows authorities to repay loans before maturity. 

This results in the Council either paying a premium (additional cost) to prematurely 

repay the loan or receiving a discount (refund of cost by PWLB). Premiums and 

discounts are calculated according to a set formula based on current interest 

rates. Other lenders may also be prepared to negotiate premature redemption 



 

terms. The Council may take advantage of this and replace some loans with new 

loans, or repay loans without replacement, where this is expected to lead to an 

overall cost saving or a reduction in risk. Currently, PWLB early redemption fees 

are high and it is unlikely that a saving can be made by early redemption. The 

Council will keep debt rescheduling opportunities under review and update 

Members as part of the treasury management reporting cycle throughout the 

financial year. 

5.16. Other Options: The Council will continue to consider a wide range of financing 

options, as shown in the table below, such as leasing assets in an income strip 

arrangement for a shorter period than the asset life (30 years) in order to retain the 

asset for the Council, while reducing the debt.  

 

Table 6: Borrowing Options 

 PWLB Short 
Term LA 

Commer
cial 
Paper 

LA Bills Long 
Term  
LA 

Bank 
Loans 

Private 
Placeme
nt 

MBA Public 
Bonds 

Income 
Strip 

Size Any <£10m £100m <£10m <£10m >£5m >25m ? >£200m >20m 

Interest V, F V V V V, F V, F, I V, F, I F? F, I F,V, I 

Maturity <50yr <1yr <1yr <1yr ? <10yr 10 to 
50yr 

?  10yr + 10yr + 

Repayment M, A M M M M, A M, A M, A M? M, A M, A 

Tradeable No No  Yes Maybe Maybe Maybe Maybe Yes Yes No 

Credit 
Assessment 

No No Yes Yes Yes Yes Yes Yes Yes Yes 

Legal 
Documents 

No No Yes Yes Yes Yes Yes Yes Yes No 

Process Easy Easy Intensive Moderate Moderate Moderate Moderate Intensive Intensive Intensive 

Margin Highest Low Low Low Medium Medium Medium Medium Medium Higher 

 

6. Treasury Investment Strategy 

6.1. At present the Council does not hold significant level of invested funds. Surplus 

cash is held in overnight Money Market Funds for ease of accessibility to meet 

short-term cashflow demands.  

6.2. The Council plans to have a zero daily current bank closing balance every day 

ensuring all surplus cash is always appropriately invested. 

6.3. The level of cash deposit will fluctuate during the course of the year. For 2023/24 

we aim for lower average cash balances of £35m due to the adapted borrowing 

strategy as described in section 5. 

6.4. Objectives: The CIPFA Code requires the Authority to invest its treasury funds 

prudently, and to have regard to the security and liquidity of its investments before 

seeking the highest rate of return, or yield. The Authority’s objective when 

investing money is to strike an appropriate balance between risk and return, 



 

minimising the risk of incurring losses from defaults and the risk of receiving 

unsuitably low investment income. Where balances are expected to be invested 

for more than one year, the Authority will aim to achieve a total return that is equal 

or higher than the prevailing rate of inflation, in order to maintain the spending 

power of the sum invested. The Authority aims to be a responsible investor and 

will consider environmental, social and governance (ESG) issues when investing. 

6.5. Strategy: The Authority expects to be a long-term borrower and new treasury 

investments will therefore be made primarily to manage day-to-day cash flows 

using short-term low risk instruments. The existing portfolio of strategic pooled 

funds will be maintained to diversify risk into different sectors and boost 

investment income.  

 

6.6. Currently, the Council invests all surplus cash overnight into Money Market Funds 

(no fixed period). This gives maximum liquidity. Given the recent rise in interest 

rates, the Council will dedicate more resources to a greater focus on cash flow 

management which was not cost effective in the previous low-interest rate 

environment. This may enable us to invest some cash longer term in confidence 

that it will not be required until then (e.g. for a number of months) in order to 

increase returns on that investment without jeopardising liquidity.  

 

6.7. The Council is required to have a £10m minimum investments at all times to keep 

its professional status and access to Money Market Funds and the wider capital  

markets. This means that £10m can be invested longer term to increase returns 

while prioritising the security of that investment.  

 

6.8. This strategy is likely to lead to a higher diversification in the sectors we invest any 

cash surpluses in, depending on the returns and conditions (e.g. we may lend to 

other local authorities). 

 

6.9. The CIPFA Code does not permit local authorities to both borrow and invest long-

term for cash flow management. But the Authority may make long-term 

investments for treasury risk management purposes, including to manage interest 

rate risk by investing sums borrowed in advance for the capital programme for up 

to three years; to manage inflation risk by investing usable reserves in instruments 

whose value rises with inflation; and to manage price risk by adding diversification 

to the strategic pooled fund portfolio. 

 

6.10. ESG policy: Environmental, social and governance (ESG) considerations are 

increasingly a factor in global investors’ decision making, but the framework for 

evaluating investment opportunities is still developing and therefore the Authority’s 

ESG policy does not currently include ESG scoring or other real-time ESG criteria 

at an individual investment level. When investing in banks and funds, the Authority 

will prioritise banks that are signatories to the UN Principles for Responsible 

Banking and funds operated by managers that are signatories to the UN Principles 



 

for Responsible Investment, the Net Zero Asset Managers Alliance and/or the UK 

Stewardship Code. 

 

6.11. Business models: Under the new IFRS 9 standard, the accounting for certain 

investments depends on the Council’s “business model” for managing them. The 

Council aims to achieve value from its internally managed treasury investments by 

a business model of collecting the contractual cash flows and therefore, where 

other criteria are also met, these investments will continue to be accounted for at 

amortised cost. 

6.12. Approved counterparties: The Council may invest its surplus funds with any of 

the counterparty types set out below, subject to the cash limits (per counterparty).  

 

Table 7 - Approved Investment Counterparties and Limits 

Sector Time limit 
Counterparty 

limit 
Sector limit 

The UK Government 50 years Unlimited n/a 

Local authorities & other 

government entities 
25 years £20m Unlimited 

Secured investments * 25 years £10m Unlimited 

Banks (unsecured) * 13 months £5m Unlimited 

Building societies 

(unsecured) * 
13 months £5m £10m 

Registered providers 

(unsecured) * 
5 years £5m £25m 

Money market funds * n/a £25m Unlimited 

Strategic pooled funds n/a £10m £50m 

Real estate investment 

trusts 
n/a £10m £25m 

Other investments * 5 years £5m £10m 

This table must be read in conjunction with the notes below 

 
A group of banks under the same ownership will be treated as a single organisation 

for limit purposes. Limits will also be placed on fund managers, investments in 

brokers’ nominee accounts, foreign countries and industry sectors as below 

 

6.13. * Minimum Credit rating: Treasury investments in the sectors marked with an 

asterisk will only be made with entities whose lowest published long-term credit 

rating is no lower than A-. Where available, the credit rating relevant to the specific 

investment or class of investment is used, otherwise the counterparty credit rating 

is used. However, investment decisions are never made solely based on credit 

ratings, and all other relevant factors including external advice will be considered. 



 

6.14. For entities without published credit ratings, investments may be made either (a) 

where external advice indicates the entity to be of similar credit quality; or (b) to a 

maximum of £500,000 per counterparty as part of a diversified pool e.g. via a 

peer-to-peer platform. 

6.15. Government: Loans to; bonds and bills issued or guaranteed by, national 

governments, regional and local authorities and multilateral development banks. 

These investments are not subject to bail-in, and there is generally a lower risk of 

insolvency, although they are not zero risk. Investments with the UK Government 

are deemed to be zero credit risk due to its ability to create additional currency 

and therefore may be made in unlimited amounts for up to 50 years. 

6.16. Secured investments: Investments secured on the borrower’s assets, which 

limits the potential losses in the event of insolvency. The amount and quality of the 

security will be a key factor in the investment decision. Covered bonds and 

reverse repurchase agreements with banks and building societies are exempt 

from bail-in. Where there is no investment specific credit rating, but the collateral 

upon which the investment is secured has a credit rating, the higher of the 

collateral credit rating and the counterparty credit rating will be used. The 

combined secured and unsecured investments with any one counterparty will not 

exceed the cash limit for secured investments. 

6.17. Banks and building societies (unsecured): Accounts, deposits, certificates of 

deposit and senior unsecured bonds with banks and building societies, other than 

multilateral development banks. These investments are subject to the risk of credit 

loss via a bail-in should the regulator determine that the bank is failing or likely to 

fail. See below for arrangements relating to operational bank accounts. 

6.18. Registered providers (unsecured): Loans to, and bonds issued or guaranteed 

by, registered providers of social housing or registered social landlords, formerly 

known as housing associations. These bodies are regulated by the Regulator of 

Social Housing (in England), the Scottish Housing Regulator, the Welsh 

Government and the Department for Communities (in Northern Ireland). As 

providers of public services, they retain the likelihood of receiving government 

support if needed.  

6.19. Money market funds: Pooled funds that offer same-day or short notice liquidity 

and very low or no price volatility by investing in short-term money markets. They 

have the advantage over bank accounts of providing wide diversification of 

investment risks, coupled with the services of a professional fund manager in 

return for a small fee. Although no sector limit applies to money market funds, the 

Authority will take care to diversify its liquid investments over a variety of providers 

to ensure access to cash at all times. 

6.20. Strategic pooled funds: Bond, equity and property funds that offer enhanced 

returns over the longer term but are more volatile in the short term. These allow 

the Authority to diversify into asset classes other than cash without the need to 

own and manage the underlying investments. Because these funds have no 

defined maturity date, but are available for withdrawal after a notice period, their 



 

performance and continued suitability in meeting the Authority’s investment 

objectives will be monitored regularly.  

6.21. Real estate investment trusts: Shares in companies that invest mainly in real 

estate and pay the majority of their rental income to investors in a similar manner 

to pooled property funds. As with property funds, REITs offer enhanced returns 

over the longer term, but are more volatile especially as the share price reflects 

changing demand for the shares as well as changes in the value of the underlying 

properties.  

6.22. Other investments: This category covers treasury investments not listed above, 

for example unsecured corporate bonds and company loans. Non-bank 

companies cannot be bailed-in but can become insolvent placing the Authority’s 

investment at risk.  

6.23. Operational bank accounts: The Authority may incur operational exposures, for 

example though current accounts, collection accounts and merchant acquiring 

services, to any UK bank with credit ratings no lower than BBB- and with assets 

greater than £25 billion. These are not classed as investments but are still subject 

to the risk of a bank bail-in, and balances will therefore be kept below £800,000 

per bank. The Bank of England has stated that in the event of failure, banks with 

assets greater than £25 billion are more likely to be bailed-in than made insolvent, 

increasing the chance of the Authority maintaining operational continuity.  

6.24. Risk assessment and credit ratings: Credit ratings are obtained and monitored 

by the Authority’s treasury advisers, who will notify changes in ratings as they 

occur. The credit rating agencies in current use are listed in the Treasury 

Management Practices document. Where an entity has its credit rating 

downgraded so that it fails to meet the approved investment criteria then: 

(i) no new investments will be made, 

(ii) any existing investments that can be recalled or sold at no cost will be, and 

(iii) full consideration will be given to the recall or sale of all other existing 

investments with the affected counterparty. 

 

6.25. Where a credit rating agency announces that a credit rating is on review for 

possible downgrade (also known as “negative watch”) so that it may fall below the 

approved rating criteria, then only investments that can be withdrawn on the next 

working day will be made with that organisation until the outcome of the review is 

announced.  This policy will not apply to negative outlooks, which indicate a long-

term direction of travel rather than an imminent change of rating. 

 

6.26. Other information on the security of investments: The Authority understands 

that credit ratings are good, but not perfect, predictors of investment default. Full 

regard will therefore be given to other available information on the credit quality of 

the organisations in which it invests, including credit default swap prices, financial 

statements, information on potential government support, reports in the quality 

financial press and analysis and advice from the Authority’s treasury management 

adviser. No investments will be made with an organisation if there are substantive 



 

doubts about its credit quality, even though it may otherwise meet the above 

criteria. 

 

6.27. When deteriorating financial market conditions affect the creditworthiness of all 

organisations, as happened in 2008 and 2020, this is not generally reflected in 

credit ratings, but can be seen in other market measures. In these circumstances, 

the Authority will restrict its investments to those organisations of higher credit 

quality and reduce the maximum duration of its investments to maintain the 

required level of security. The extent of these restrictions will be in line with 

prevailing financial market conditions. If these restrictions mean that insufficient 

commercial organisations of high credit quality are available to invest the 

Authority’s cash balances, then the surplus will be deposited with the UK 

Government, or with other local authorities. This will cause investment returns to 

fall but will protect the principal sum invested 

 

6.28. Investments that are not for the purpose of treasury management activities (e.g. 

lending to wholly owned Council companies) are described in the separate 

Investment Strategy Report. 

 

6.29. Investment limits: The Council will limit the risk of loss from a default from 

lending to any one organisation (other than the UK Government) will be £15 

million. A group of banks under the same ownership will be treated as a single 

organisation for limit purposes. Limits will also be placed on fund managers, 

investments in brokers’ nominee accounts, foreign countries and industry sectors 

as below. Investments in pooled funds and multilateral development banks do not 

count against the limit for any single foreign country, since the risk is diversified 

over many countries. A group of entities under the same ownership will be treated 

as a single organisation for limit purposes. 

Table 8: Additional investment limits 

 Cash limit 

Any group of pooled funds under the same 

management 
£25m per manager 

Negotiable instruments held in a broker’s nominee 

account 
£25m per broker 

Foreign countries £10m per country 

 

6.30. Liquidity management: The Council uses its own in-house cash flow forecasting 

software model (Predictor) to determine the maximum period for which funds may 

prudently be committed. The forecast is compiled on a prudent basis to minimise 

the risk of the Council being forced to borrow on unfavourable terms to meet its 

financial commitments. Limits on long term investments are set by reference to the 

Council’s medium-term financial plan and cash flow forecast. 



 

6.31. The Authority will spread its liquid cash over at least four providers (e.g. bank 

accounts and money market funds) to ensure that access to cash is maintained in 

the event of operational difficulties at any one provider. 

6.32. Appendix E sets out the Investment Strategy Report to meet the requirements of 

MHCLG 2018 requirements. 

7. Treasury Management Prudential Indicators 

7.1. The Council measures and manages its exposures to treasury management risks 

using the following indicators. 

7.2. Security: The Council has adopted a voluntary measure of its exposure to credit 

risk by monitoring the value weighted average credit score of its investment 

portfolio. This is calculated by applying a score to each investment (AAA=1, 

AA+=2, etc.) and taking the arithmetic average, weighted by the size of each 

investment. Unrated investments are assigned a score based on their perceived 

risk. 

Credit risk indicator Target 

Portfolio average credit score 6 

7.3. Liquidity: The Council has adopted a voluntary measure of its exposure to 

liquidity risk by monitoring the amount of cash available to meet unexpected 

payments within a rolling three-month period, without additional borrowing. 

Liquidity risk indicator Target 

Total cash available within 3 months £35m 

7.4. Interest rate exposures: This indicator is set to control the Council’s exposure to 

interest rate risk. The upper limits on the one-year revenue impact of a 1% rise or 

fall in interest rates will be: 

Interest rate risk indicator Limit 

Upper limit on one-year revenue impact of a 1% rise 

in interest rates 

+£4.0m 

Upper limit on one-year revenue impact of a 1% fall 

in interest rates 

-£4.0m 

7.5. The impact of a change in interest rates is calculated on the assumption that 

maturing loans and investments will be replaced at current rates. The effect of an 

increase in interest rates will be mitigated through the Council’s risk budget. 

7.6. Maturity structure of borrowing: This indicator is set to control the Council’s 

exposure to refinancing risk. The upper and lower limits on the maturity structure 

of borrowing will be: 

Refinancing rate risk indicator Upper limit Lower limit 

Under 12 months 30% 0% 



 

12 months and within 24 months 35% 0% 

24 months and within 5 years 40% 0% 

5 years and within 10 years 45% 0% 

10 years and above 100% 0% 

7.7. Time periods start on the first day of each financial year. The maturity date of 

borrowing is the earliest date on which the lender can demand repayment. 

7.8. Long-term treasury management investments: The purpose of this indicator is 

to control the Authority’s exposure to the risk of incurring losses by seeking early 

repayment of its investments. The prudential limits on the long-term treasury 

management investments (i.e. investments with duration in excess of 1 year) will 

be: 

 

Price risk indicator 2023/24 2024/25 2025/26 No fixed 

date 

Limit on principal invested beyond 

year end 

£25m £25m £25m £0m 

Long-term investments with no fixed maturity date include strategic pooled funds 

and real estate investment trusts but exclude money market funds and bank 

accounts with no fixed maturity date as these are considered short-term. 

 

8. Related Matters 

8.1. The CIPFA Code requires the Authority to include the following in its treasury 

management strategy. 

8.2. Financial derivatives: Local authorities have previously made use of financial 

derivatives embedded into loans and investments both to reduce interest rate risk 

(e.g. interest rate collars and forward deals) and to reduce costs or increase 

income at the expense of greater risk (e.g. LOBO loans and callable 

deposits).  The general power of competence in section 1 of the Localism Act 

2011 removes much of the uncertainty over local authorities’ use of standalone 

financial derivatives (i.e. those that are not embedded into a loan or investment).  

8.3. The Authority will only use standalone financial derivatives (such as swaps, 

forwards, futures and options) where they can be clearly demonstrated to reduce 

the overall level of the financial risks that the Authority is exposed to. Additional 

risks presented, such as credit exposure to derivative counterparties, will be 

considered when determining the overall level of risk. Embedded derivatives, 

including those present in pooled funds and forward starting transactions, will not 

be subject to this policy, although the risks they present will be managed in line 

with the overall treasury risk management strategy. 



 

8.4. Financial derivative transactions may be arranged with any organisation that 

meets the approved investment criteria, assessed using the appropriate credit 

rating for derivative exposures. An allowance for credit risk calculated using the 

methodology in the Treasury Management Practices document will count against 

the counterparty credit limit and the relevant foreign country limit. 

8.5. In line with the CIPFA Code, the Authority will seek external advice and will 

consider that advice before entering into financial derivatives to ensure that it fully 

understands the implications. 

8.6. Housing Revenue Account: On 1st April 2012, the Council notionally split each 

of its existing long-term loans into General Fund and HRA pools. New long-term 

loans borrowed will be assigned in their entirety to one pool or the other. Interest 

payable and other costs/income arising from long-term loans (e.g. premiums and 

discounts on early redemption) will be charged/ credited to the respective revenue 

account. Differences between the value of the HRA loans pool and the HRA’s 

underlying need to borrow (adjusted for HRA balance sheet resources available 

for investment) will result in a notional cash balance which may be positive or 

negative. This balance will be measured each month and interest transferred 

between the General Fund and HRA at the Council’s average interest rate on 

investments, adjusted for credit risk. This is currently under review, as going 

forward keeping the historical HRA debt separate seems appropriate but it would 

be simpler and cheaper for both funds for the remaining debt to be split on a 

financing requirement basis, as it would prevent unnecessary borrowing. 

8.7. Markets in Financial Instruments Directive: The Council has opted up to 

professional client status with its providers of financial services, including advisers, 

banks, brokers and fund managers, allowing it access to a greater range of 

services but without the greater regulatory protections afforded to individuals and 

small companies. Given the size and range of the Council’s treasury management 

activities, the Director of Finance believes this to be the most appropriate status. 

 

 Other Options Considered   

8.8. The CIPFA Code does not prescribe any particular treasury management strategy 

for local authorities to adopt. The Director of Finance (Capital) having consulted 

the Cabinet Member for Finance, believes that the above strategy represents an 

appropriate balance between risk management and cost effectiveness. Some 

alternative strategies, with their financial and risk management implications, are 

listed overleaf. 

 

 



 

Alternative Impact on income and 
expenditure 

Impact on risk 
management 

Invest in a narrower 
range of counterparties 
and/or for shorter times 

Interest income will be 
lower 

Lower chance of losses from 
credit related defaults, but 
any such losses may be 
greater 

Invest in a wider range of 
counterparties and/or for 
longer times 

Interest income will be 
higher 

Increased risk of losses from 
credit related defaults, but 
any such losses may be 
smaller 

Borrow additional sums 
at long-term fixed interest 
rates 

Debt interest costs will 
rise; this is unlikely to be 
offset by higher 
investment income 

Higher investment balance 
leading to a higher impact in 
the event of a default; 
however long-term interest 
costs may be more certain 

Borrow short-term or 
variable loans instead of 
long-term fixed rates 

Debt interest costs will 
initially be lower 

Increases in debt interest 
costs will be broadly offset 
by rising investment income 
in the medium term, but 
long-term costs may be less 
certain  

Reduce level of 
borrowing  

Saving on debt interest 
is likely to exceed lost 
investment income 

Reduced investment 
balance leading to a lower 
impact in the event of a 
default; however long-term 
interest costs may be less 
certain 

 
  



 

Appendix A – Existing Investment & Debt Portfolio Position 

Table A1 – Outstanding Debt Portfolio Position as of 31st December 2022 

 

 

Ta

ble 

A2 

– 

Ou

tst

an

din

g 

Inv

est

me

nts as of 31st December 2022 

Type of Loan 1st April 2022 31st Dec 2022 

 £m £m 

Money Market Funds (MMFs) 95.0 100.3 

On-call accounts 0.6 0.0 

 95.6 100.3 

 

  

Type of Loan 1st April 2022  Movement  31st December 

2022 

 £m £m £m 

PWLB 928.3 34.8 963.1 

Local Authority 35.0 54.0 89.0 

European Investment Bank 7.9 0.0 7.9 

GLA 1.2 0.0 1.2 

HNIP 21.6 0.0 21.6 

LEEF  2.1 (0.5) 1.5 

MEEF 15.0 0.0 15.0 

SALIX 4.0 (0.9) 3.1 

Total 1,015.1 87.4 1,102.5 



 

Appendix B 

Additional Prudential Indicators 

 

This report covers the requirements of the 2017 CIPFA Prudential Code to set 
prudential indicators. This item should be approved by the full Council before the start 
of the new financial year which is a legislative requirement. The Local Government Act 
2003 requires the Council to have regard to the Chartered Institute of Public Finance 
and Accountancy’s Prudential Code for Capital Finance in Local Authorities (the 
Prudential Code) when determining how much money it can afford to borrow. 

The objectives of the Prudential Code are to ensure, within a clear framework, that the 
capital investment plans of local authorities are affordable, prudent and sustainable, 
and that treasury management decisions are taken in accordance with good 
professional practice. To demonstrate that the Council has fulfilled these objectives, the 
Prudential Code sets out the following indicators that must be set and monitored each 
year.  

 

Gross Debt and the Capital Financing Requirement 

In order to ensure that over the medium-term debt will only be for a capital purpose, the 
Council should ensure that debt does not, except in the short term, exceed the total of 
the capital financing requirement in the preceding year plus the estimates of any 
additional capital financing requirement for the current and next two financial years.  
This is a key indicator of prudence. 

Table B1 - Gross Debt and the Capital Financing Requirement 

 

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 

£m £m £m £m £m £m £m £m £m £m 

Capital 

Financing 

Requirement 

1,484.9 1,634.1 1,691.3 1,724.5 1,727.3 1,739.5 1,743.4 1,824.8 1,851.7 1,883.5 

PFI & Finance 

Leases 
22.1 17.7 13.8 10.7 7.5 4.0 1.3 (0.0) (0.0) (0.0) 

Total Capital 

Debt 

Requirement 

1,507 1,652 1,705 1,735 1,735 1,744 1,745 1,825 1,852 1,883 

External 

Borrowing 

(NET) 

1,423.2 1,485.0 1,512.9 1,519.2 1,522.0 1,534.2 1,538.0 1,619.5 1,646.4 1,678.1 

Other Long-

Term Liabilities 
22.1 17.7 13.8 10.7 7.5 4.0 1.3 (0.0) (0.0) (0.0) 

Gross Debt 1,445.3 1,502.7 1,526.7 1,529.9 1,529.5 1,538.2 1,539.4 1,619.5 1,646.4 1,678.1 

 



 

 
Prudential Indicator: Operational Boundary 

The operational boundary is based on the Council’s estimate of most likely, i.e. prudent, 
but not worst-case scenario for external debt. It links directly to the Council’s estimates 
of capital expenditure, the capital financing requirement and cash flow requirements, 
and is a key management tool for in-year monitoring. Other long-term liabilities 
comprise finance leases, Private Finance Initiative and other liabilities that are not 
borrowing but form part of the Council’s debt. 

 

Table B2 - Operational Boundary 

 

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 

£m £m £m £m £m £m £m £m £m £m 

Debt Required 1,423.2 1,485.0 1,512.9 1,519.2 1,522.0 1,534.2 1,538.0 1,619.5 1,646.4 1,678.1 

Other Long-

Term Liabilities 22.1 17.7 13.8 10.7 7.5 4.0 1.3 (0.0) (0.0) (0.0) 

Total 

Operational 

Boundary 

1,445.3 1,502.7 1,526.7 1,529.9 1,529.5 1,538.2 1,539.4 1,619.5 1,646.4 1,678.1 

 

 

Prudential Indicator: Affordable Borrowing / Authorised Limit 

A further key prudential indicator represents a control on the maximum level of 
borrowing. This represents a limit beyond which external debt is prohibited, and this 
limit needs to be set or revised by the full Council. It reflects the level of external debt 
which, while not desired, could be afforded in the short term, but is not sustainable in 
the longer term. 

 

Table B3 - Affordable Borrowing / Authorised Limit 

 

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 

£m £m £m £m £m £m £m £m £m £m 

Operational 

Boundary 

        

1,445.3  

           

1,502.7  

             

1,526.7  

        

1,529.9  

        

1,529.5  

         

1,538.2  

         

1,539.4  

        

1,619.5  

          

1,646.4  

        

1,678.1  

Headroom 200 200 200 200 200 200 200 200 200 200 

Total 

Authorised 

Limit 

1,645.3 1,702.7 1,726.7 1,729.9 1,729.5 1,738.2 1,739.4 1,819.5 1,846.4 1,878.1 

 

 

  



 

Prudential Indicator – Ratio of Financing Costs to Net Revenue Stream 

This indicator identifies the trend in the cost of capital (borrowing and other long-term 
obligation costs net of investment income) against the net revenue stream and the 
gross revenue budget for the General Fund and the Housing Revenue Account, 
respectively. It also exemplifies the element of housing rental that relates to financing 
costs, this calculation is notional and assumes all other things are equal. 

 

Table B4 - Ratio of Financing Costs to Net Revenue Stream 

Estimated Ratio of 

Financing Costs to: 
2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 

General Fund Net 

Revenue Stream 
12.4% 12.5% 14.8% 15.4% 15.8% 15.3% 14.9% 13.9% 14.1% 13.6% 

Housing Revenue 

Account Gross 

Revenue Budget 

20.4% 22.6% 21.9% 21.3% 21.2% 20.9% 20.8% 23.3% 24.1% 24.8% 

 

 

 

 

  



 

Appendix C 

Annual Minimum Revenue Provision Statement (With effect from 1 April 2023) 

 

1) When the Council finances capital expenditure by debt, it must put aside resources 
to repay that debt in later years. The amount charged to the revenue budget for the 
repayment of debt is known as Minimum Revenue Provision (MRP), although there 
has been no statutory minimum since 2008. The Local Government Act 2003 
requires the Council to have regard to the Ministry for Housing, Communities and 
Local Government’s Guidance on Minimum Revenue Provision (the MHCLG 
Guidance) most recently issued in 2018. 

 

2) The broad aim of the MHCLG Guidance is to ensure that capital expenditure is 
financed over a period that is either reasonably commensurate with that over which 
the capital expenditure provides benefits, or, in the case of borrowing supported by 
Government Revenue Support Grant, reasonably commensurate with the period 
implicit in the determination of that grant. 

 

3) The MHCLG Guidance requires the Council to approve an Annual MRP Statement 
each year and recommends a number of options for calculating a prudent amount of 
MRP. The following statement incorporates options recommended in the Guidance 
as well as locally determined prudent methods.  

 

4) The approaches are therefore as follows, with effect from 1 April 2023 will be:  

 

a) the principle that the determination of a prudent amount of MRP for any given 
year will take account of payments made in previous years, and an assessment 
of whether those payments exceed what the current policy would require in 
terms of prudence;   

b) For capital expenditure incurred before 1 April 2008, and for capital expenditure 
incurred from 1 April 2008 to 31 March 2011, and which is Supported Capital 
Expenditure (SCE), MRP will be calculated at 2% on a straight-line basis. 

 

c) For unsupported borrowing incurred from 1 April 2008 onwards, MRP is 
calculated based on amortising the amount borrowed over the estimated lives of 
the assets acquired (or the enhancement made) as a result of the related 
expenditure using the annuity repayment method in accordance with MHCLG 
Statutory guidance. A discount rate of 3.50% is used in the annuity calculation. 

 

d) MRP on purchases of freehold land will be charged over 50 years. MRP on 
expenditure not related to fixed assets but which has been capitalised by 
regulation or direction will be charged over 20 years. 

 



 

e) For assets acquired by leases or the Private Finance Initiative MRP will be 

determined as being equal to the element of the rent or charge that goes to write 

down the balance sheet liability. 

 

f) Where former operating leases have been brought onto the balance sheet due to 

the adoption of the IFRS 16 Leases accounting standard, and the asset values 

have been adjusted for accruals, prepayments, premiums and/or incentives, then 

the annual MRP charges will be adjusted so that the total charge to revenue 

remains unaffected by the new standard. 

 

g) For capital expenditure loans to third parties that are repaid in annual or more 

frequent instalments of principal, the Council will make nil MRP, but will instead 

apply the capital receipts arising from principal repayments to reduce the capital 

financing requirement instead. In years where there is no principal repayment, 

MRP will be charged in accordance with the MRP policy for the assets funded by 

the loan, including where appropriate, delaying MRP until the year after the 

assets become operational. While this is not one of the options in the MHCLG 

Guidance, it is thought to be a prudent approach since it ensures that the capital 

expenditure incurred on the loan is fully funded over the life of the assets. 

 

h) While no MRP is required to be charged in respect of assets held within the 

Housing Revenue Account, the Council may provide for a voluntary MRP charge 

so that all schemes undertaken are viable (i.e. repay all their debt over an 

appropriate period) and so that the HRA maintains borrowing capacity for future 

years. 

 

i) Capital expenditure financed from borrowing incurred during one financial year 

will not be subject to an MRP charge until the asset moves into operation, except 

where the Section 151 officer deems it appropriate to charge it an earlier date. 

 

j) Assets acquired with the intention of onward sale, which will not be used in the 

delivery of services, will not attract MRP. Capital receipts generated by sale of 

the asset will be set aside to repay debt that was used to initially acquire the 

asset in full. Where the debt cannot be extinguished as a result of a shortfall in 

the capital receipt an MRP charge will be made in accordance with this policy.  

 

k) Land that has been acquired and held for regeneration purposes, and which has 

been financed by borrowing, will be charged MRP upon the asset becoming 

operational. Where the land is being used for non-regeneration purposes, for 

example leased out, MRP is chargeable annually. Whether MRP is charged on 

regeneration assets having meanwhile use will be determined by the S151 

Officer on a case by case basis.  

 

l) Capital receipts from the sale of developed land will be used to repay the debt 

incurred to finance the associated capital expenditure. Where the timing of the 

capital receipt is unknown, an MRP charge will be made from an identified 



 

revenue budget. A voluntary MRP charge may also be applied where 

opportunities persist in order to accelerate debt extinguishment.  

 

m) No MRP charge is made where a capital receipt is available to apply to repay 

debt as long as the capital receipt is equal to or greater than the intended MRP 

payment. 

 

n) Unless a specific justification for another MRP rate is given, an annuity basis 

(rate of 3.5%) shall be used. 

 

o) From 1 April 2023 onwards, asset lives for MRP charges will be charged on the 

following basis, except for schemes in which the asset is already in operation: 

 

i) ICT equipment - 5 years 

ii) Vehicles - 10 years 

iii) Highways & Transport Assets - 25 years 

iv) Parks & Landscape - 25 years 

v) Investment Assets - 40 years unless a business can be made that there is a 

residual value that means a longer asset life is possible 

vi) School buildings and community assets - 40 years unless a business case for 

a specific asset justifies a different lifespan 

vii) Housing Assets - 50 years 

viii) Land – 50 years 

ix) Leased Assets on the basis of the lease asset unless the above categories 

have a smaller asset life 

x) All capital expenditure schemes less than £50k will be charged immediately 

to revenue 

 

p) Capital expenditure incurred during 2023/24 will not be subject to an MRP 

charge until 2024/25 or later. 

  

Minimum Revenue Provision (MRP) – Estimation for 2023/24 

5) This policy will take effect from 2023/24. Government Guidance requires that an 
annual statement on the Council’s policy for its MRP should be submitted to Council 
for approval before the start of the financial year to which the provision will relate but 
that changes during the year are permitted if approved by full Council. Based on the 
Council’s latest estimate of its Capital Financing Requirement on 31st March 2023, 
the MRP for 2023/24 is estimated as follows: 

 



 

Table C1- MRP for 2023/24 

 Est. CFR 31 
March 2023 

Est. MRP 
2023/24 

  £m £m 

General Fund     

Capital expenditure before 1 April 2008 and Supported 
capital expenditure from 1 April 2008 to 31 Mar 2011 

136.0 2.8 

Voluntary MRP 0.0  0.0 

Unsupported capital expenditure after 31 Mar 2008 355.6 16.4 

Unsupported capital expenditure after 31 Mar 2008- 
Meridian Water 

397.1 0.4 

Unsupported capital expenditure after 31 Mar 2008- Joyce 
& Snells (GF) 

0.0 0.0 

     

Total General Fund Excluding PFI, including company 
loan repayments 

888.6 19.6 

   

PFI Liability Repayments 26.3 4.2 

Loans to Council owned companies (met by loan 
repayments from the companies) 

170.9 0.9 

Total General Fund 1,085.9 24.8 

HRA 306.2 0.0 

      

Total 1,392.0 24.8 

 

  



 

Table C3 – MRP for 2023/24 and Beyond 

  

2023/24 2024/25 2025/26 2026/27 2027/28 
2028/29 - 
2032/33 

Future 
Years 

Total 
MRP & 
Similar 

Charges Forecast Forecast Forecast Forecast Forecast Forecast Forecast 

£m £m £m £m £m £m £m £m 

Historical 
Supported 
Borrowing 

2.8 2.8 2.8 2.8 2.8 14.2 107.7 136.0 

Historical 
Supported 
Borrowing 
(TFR to 
earmarked 
Reserve) 

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total 
Historical 
Supported 
Borrowing 

2.8 2.8 2.8 2.8 2.8 14.2 107.7 136.0 

Unsupported 
Borrowing 

16.4 17.0 20.3 22.7 23.6 99.2 361.2 560.4 

General 
Fund MRP 
(Ex PFI) 

19.2 19.8 23.1 25.6 26.4 113.3 468.9 696.4 

HRA 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Meridian 
Water 

0.4 0.4 0.4 0.4 0.5 2.6 31.9 36.6 

Company's 

Equity 0.1 0.1 0.1 0.1 0.1 0.3 4.4 4.9 

Total MRP 
Excluding 
PFI and 
Company 
Loans 

19.7 20.3 23.6 26.1 26.9 116.2 505.1 737.9 

PFI 
Repayment 

4.2 4.4 3.8 3.1 3.2 7.5 0.0 26.3 

Company 
Loan 
Repayments 

0.9 1.6 1.9 3.1 3.5 20.3 267.7 299.0 

Total MRP 
Including 
PFI & 
Company 
Loan 
Repayments 

24.9 26.4 29.3 32.2 33.7 143.9 772.8 1,063.2 

 

  



 

Appendix D   Investment Strategy Report 2023/24 

Introduction 

1. A Local Authority could invest its money for three broad purposes: 

(I) because it has surplus cash as a result of its day-to-day activities, for example 

when income is received in advance of expenditure (known as treasury 

management investments), 

(II) to support local public services by lending to or buying shares in other 

organisations (service investments), and 

(III) to earn investment income (known as commercial investments where this is the 

main purpose). 

 

2. This investment strategy report meets the requirements of statutory guidance issued 

by the government in January 2018 and focuses on the second and third of these 

categories. 

Treasury Management Investments  

3. The Authority typically receives its income in cash (e.g. from taxes and grants) 

before it pays for its expenditure in cash (e.g. through payroll and invoices). It also 

holds reserves for future expenditure and collects local taxes on behalf of other local 

authorities and central government. These activities, plus the timing of borrowing 

decisions, lead to a cash surplus which is invested in accordance with guidance 

from the Chartered Institute of Public Finance and Accountancy. The balance of 

treasury management investments is expected to fluctuate between £10m and 

£100m during the 2023/24 financial year. 

4. Contribution: The contribution that these investments make to the objectives of the 

Authority is to support effective treasury management activities such as cashflow 

management.  

5. Further details: Full details of the Authority’s policies and its plan for 2023/24 for 

treasury management investments are covered in the main report. 

 

 

Service Investments: Loans & Shares 

 

6. Contribution: The Council lends money to two of its own companies to support 

local public services and stimulate local economic growth. Each company, Lee 

Valley Heat Network Limited (LVHN – also known as Energetik); and Housing 

Gateway Limited (HGL), is 100% owned by the Council (parent body). All 

companies have been consistently consolidated into the group accounts. These 

companies were set up to meet the Council’s strategic objectives as an authority. 

 



 

7. The Council has committed to lend money to HGL and Energetik. In the case of 

HGL the Council has committed to lend money at interest rates equal to the 

Council’s own cost of borrowing, PWLB rates, which is below the market rates.  

 

8. HGL, the Council’s largest company, was established in 2014 to acquire and 

manage properties and provide long-term affordable lets in the challenging local 

housing market. These homes are let to residents in need of temporary 

accommodation, resulting in savings to the Council’s revenue budget. HGL is 

funded by loans and £5m of equity from the Council. As at 31st December 2022 

total loans outstanding with HGL were £127.1m. 

 

9. Energetik was established in August 2015 to provide low carbon energy from waste 

to Enfield residents, through developing, owning and operating a series of 

community energy networks across Enfield. Investment in Energetik allows the 

Council to commit to the climate change agenda through investment in connections 

to low carbon energy such as the Energetik heat network. The company has 

successfully attracted grants and low-cost loans to support infrastructure into the 

borough. 

 

10. The company is funded through a combination of Council loans and equity 

investment, with £94m approved to date, of which £77m is to be funded through 

Council borrowing and £17.6m external grants. External grants have been invested 

as equity in the company. As at 31st December, total loans advanced was £32.8m 

and total loans outstanding were £32.1m 

 

11. Security: The main risk when making service loans is that the borrower will be 

unable to repay the principal lent or the interest due. The risk of investing in shares 

is that they fall in value meaning that the initial outlay may not be recovered. In order 

to limit this risk, and ensure that total exposure to service loans and shares remain 

proportionate to the size of the Authority, upper limits on the outstanding loans to 

each category of borrower have been set as follows: 

  



 

Table E1- Service Investments: loans & shares balance 

Counterparty 31.3.2022 actual 2023/24 

Balance  Loss 

allowance 

(accounting 

purpose 

only)  

Net figure 

in 

accounts 

Approved 

Limit 

 £m £m £m £m 

Energetik Loans 15.2 (5.9) 9.3 17.6 

Energetik Equity* 17.8 (0.7) 17.1 0 

Housing Gateway Limit 

Loans 

127.4 0 127.4 11.2 

Housing Gateway Limit 

Equity* 

5.0 (0.1) 4.9 0 

TOTAL 165.4 (6.7) 158.7 28.8 

12. Accounting standards require the Authority to set aside loss allowance for loans, 

reflecting a statistical likelihood of non-payment. The figures for loans in the 

Authority’s statement of accounts are shown net of this loss allowance. However, 

the Authority does not expect any losses from loans to either company. Appropriate 

credit control arrangements are in place to recover overdue repayments. Energetik 

is reviewing its business plan to demonstrate that it remains able to repay existing 

and future loans.  

 

13. The equity investment has been accounted for by the Council purchasing shares in 

each Company valued at £1 per share. Equity investment is non repayable unless 

the Company or shares are sold. 

14. Approved limit sets out the maximum value of new loans to be advanced in 2023/24 

to support the Company’s capital programme. 

15. In addition to lending to existing wholly owned Companies, the Council may 

consider the following 

 Lending to Joint ventures (JVs), Associates and Similar entities: The 
Council can invest in such organisations where there is minimal risk. 
Moreover, there are instances when the Council is de facto required to invest 
or to deliver an alternative scheme 
 

 Lending to Companies or Charities, that are not wholly owned: The 
Council may lend to local Charities, that deliver services supporting the 
Medium-Term Financial Plan, but it is must regularly confirm that the principal 
on the loans are protected. Similarly, the Council can loan to companies, but 
the standard is that the loans must be on a commercial basis and that the 
Council has confidence in the nature that principal will be protected. The 



 

Council may make small loans to organisations that are at a higher risk to 
support the local economy, possibly in relation to a complex regeneration 
scheme, but such loans, regardless of the amount, will require a delegated 
approval report, signed off by the Leader or the Cabinet Member responsible 
for Finance. 
 

 Working Capital Facilities: These are explicitly not capital expenditure 
because they exist to manage cashflows, nor intended to be of a long-term 
nature. The Council can loan on a commercial basis to other organisations 
and the approval process is via the Section 151 Officer, who depending on 
the size of the loan may choose to request additional approval from the 
relevant Cabinet member. Regular reviews of cashflow of any entities 
receiving such a loan are a requirement, taking place no less than on a 
quarterly basis. It is anticipated that the majority of such facilities would take 
in relation to wholly owned companies or JVs, and that they would be on a 
commercial basis. However, where they are not on commercial terms, 
additional approval from the relevant Cabinet member, depending on the size 
of the loan, should be sought. One key aspect that must be considered in 
relation to working capital is that the cashflow review is not just for the 
demonstration of the financial health of the borrower and ability to repay (plus 
interest), but to ensure that the loan is not being used for capital purposes 
and is solely due to the timing of cashflows. The latter requires a different 
governance process as noted within the financial regulations. 
 

 New Local Council Companies: All borrowing to companies owned by the 
London Borough of Enfield will require a formal on-lending agreement. 

 

 Lending to Schools with the HSBC Banking Scheme: Where LA schools 
with an HSBC bank account are in a structural overdraft position then the 
Council will provide a credit facility to ensure the school(s) remain in a credit 
position. Interest will be charged at 0.5% above the prevailing bank rate. 

 

 

16. Risk assessment: The Authority assesses the risk of loss before entering into and 

whilst holding service loans by: 

 Undertaking due diligence of each counterparty through the evaluation of 
business plans and cash flow forecasts. Due diligence will be undertaken 
internally by Finance Officers and/ or by an independently appointed advisor. 
 

 To be able to demonstrate the ability to repay both interest and principal 
over the agreed repayment scheduled. 
 

 Where possible the Council will secure the loan on the company's assets 
 

 Use of credit ratings where applicable and past financial performance 
assessment 
 

 Wholly owning the company or having a sizeable share in the company 



 

 

 Ensuring the council has first right of call on assets in the event of default 
 

 Obtaining assurance that there is sound governance and controls in place 
within the companies referred to above 
 

 On lending agreements and loan agreements governing the terms of the 
loans advanced. 

 

 Strong governance structures and reporting lines 
 

 Use of external advisors for accounting; legal (including State Aid) and 
technical advice 

 

 Determination of an exit strategy 
 

17. Non-specified Investments: Shares are the only investment type that the Authority 

has identified that meets the definition of a non-specified investment in the 

government guidance. The limits above on share investments are therefore also the 

Authority’s upper limits on non-specified investments. The Authority has not adopted 

any procedures for determining further categories of non-specified investment since 

none are likely to meet the definition. 

Commercial Investments: Property 

18. The Council does not, at present or in the near future, invest in commercial and 

residential property for the purpose of making a profit. 

Loan Commitments and Financial Guarantees 

19. Although not strictly counted as investments, since no money has exchanged hands 

yet, loan commitments and financial guarantees carry similar risks to the Authority 

and are included here for completeness. 

20. The Council does not have exposure to any financial guarantees. 

21. The Authority has contractually committed to make up to a further £44m of loans to 

Energetik to enable the Company to complete the respective heat network. The 

works and loan advance are part of the Authority’s ten-year capital programme. The 

loans are financed by Central Government repayable funding as well as the 

Council’s own match funding in the form of a PWLB loan (to be secured). 

Investment Indicators 



 

22. The Authority has set the following quantitative indicators to allow elected members 

and the public to assess the Authority’s total risk exposure as a result of its 

investment decisions. 

23. Total risk exposure: The first indicator shows the Authority’s total exposure to 

potential investment losses. This includes amounts the Authority is contractually 

committed to lend but have yet to be drawn down and guarantees the Authority has 

issued over third party loans. 

Table E2- Total investment exposure 

Total investment exposure 
31.03.2022 

Actual 

31.03.2023 

Forecast 

31.03.2024 

Forecast 

 £m £m £m 

Treasury management investments 

(Target) 
95.6 35.0 35.0 

Service investments: Energetik Loans  15.2 34.0 51.3 

Service investments: HGL Loans 127.4 136.9 147.3 

Service investments: Energetik Shares 17.8 17.8 17.8 

Service investments: HGL Shares 5.0 5.0 5.0 

Commercial investments: Property 0 0 0 

TOTAL INVESTMENTS 261.0 228.7 256.5 

Commitments to lend – Energetik 

(Loans) 
61.1 42.1 24.6 

Commitments to lend – HGL (Loans) 100.7 90.5 79.3 

Guarantees issued on loans 0 0 0 

TOTAL EXPOSURE 422.9 361.3 360.3 

 

24. How investments are funded: Government guidance is that these indicators 

should include how investments are funded. Since the Authority does not normally 

associate particular assets with particular liabilities, this guidance is difficult to 

comply with. However, the following investments could be described as being 

funded by borrowing. The remainder of the Authority’s investments are funded by 

usable reserves and income received in advance of expenditure. 

Table E3- Investments funded by borrowing 

 
31.03.2022 

Actual 

31.03.2023 

Forecast 

31.03.2024 

Forecast 

 £m £m £m 

Service investments: Energetik Loans  15.2 34.0 51.3 

Service investments: HGL Loans 127.4 136.9 147.3 



 

Service investments: HGL Shares 5.0 5.0 5.0 

TOTAL INVESTMENTS FUNDED BY 

BORROWING 
147.6 175.9 203.6 

25. Rate of return received: This indicator shows the investment income received less 

the associated costs, including the cost of borrowing where appropriate, as a 

proportion of the sum initially invested. Note that due to the complex local 

government accounting framework, not all recorded gains and losses affect the 

revenue account in the year they are incurred. 

Table E4- Investments net rate of return 

 
2021/22 

Actual 

2022/23 

Forecast 

2023/24 

Forecast 

Explanation 

Treasury 

management 

investments 

0.02% 2.25% 4.00% Council currently invests in Money 

Market Funds that earn the Bank of 

England Bank Rate 

Service investments: 

Energetik Loans  

1.4% 1.7% 1.6% Calculated by determining the loan 

costs incurred by the Council and 

recovered from Energetik as a 

proportion of loan balance 

outstanding at year end. 

Service investments: 

HGL Loans 

0% 0% 0% Lent at costs to HGL. Benefit to the 

Council is in the form of reduction 

in revenue costs associated with 

temporary housing 

Service investments: 

Energetik Shares 

0% 0% 0% Funded via government grant 

which has been passed onto 

Energetik in the form of equity 

investment. 

Service investments: 

HGL Shares 

-2.6% -2.6% -2.6% No specific loan used to fund the 

equity investment; Council pool rate 

shown for the year equity 

investment was made. No 

dividends received from the 

Company to date or planned for the 

near future, therefore negative rate 

of return shown. 

 

 



 

 


