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WELWYN HATFIELD BOROUGH COUNCIL 
CABINET – 16 JUNE 2020 
REPORT OF THE CORPORATE DIRECTOR (RESOURCES, ENVIRONMENT AND 
CULTURAL SERVICES) 

TREASURY MANAGEMENT ANNUAL REPORT 2019/20 

1 Executive Summary 

1.1 The Council carries out its Treasury Management functions within the framework 
of the Chartered Institute of Public Finance and Accountancy’s Treasury 
Management in the Public Services: Code of Practice 2017 Edition (the CIPFA 
Code). This requires the Council to approve a treasury management strategy 
before the start of each financial year, and also receive mid and end of year 
reports. This report therefore reviews the treasury management activity and 
prudential indicators for the 2019/20 financial year. 

2 Recommendation 

2.1 It is recommended that Cabinet note the report and actual treasury management 
prudential indicators for 2019/20. 

3 Background 

3.1 The 2019/20 Treasury Management Strategy was approved by Council at its 
meeting on 4 February 2019. 

3.2 As the Council borrows and invests substantial sums of money it is exposed to 
financial risks, including the loss of invested funds and the revenue effect of 
changing interest rates. The successful identification, monitoring and control of 
risk are therefore central to the Council’s treasury management strategy.  

3.3 The Corporate Director (Resources, Environment and Cultural Services) is able 
to report that treasury management activity undertaken during the financial year 
complied with the approved strategy, the CIPFA Code of Practice 2017 Edition, 
and the relevant legislative provisions, save for one exception. For five days in 
December 2019 the investment limit of £28m in money market funds was 
exceeded. This was due to the opening of a new fund domiciled in the UK, to 
respond to Brexit risks, as recommended by the Council’s treasury advisors. At 
no point were the invested funds at any additional risk as a result of this action 
and suitable controls were subsequently put in place to prevent a similar 
occurrence in future. 

4 External context 

4.1 For context, the Council’s treasury consultants, Arlingclose Ltd have provided a 
review of the year, attached at Appendix A. 
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5 Borrowing and investment portfolio 

5.1 A summary of investments and borrowing as at 31 March 2020 is attached at 
Appendix B. 

Borrowing 

5.2 On 31 March 2020 the Council had a net borrowing requirement of £278.8m 
arising from its revenue and capital income and expenditure. The underlying 
need to borrow for capital purposes is measured by the Capital Financing 
Requirement (CFR), while useable reserves and working capital are the 
underlying resources available for investment. These factors are summarised 
below. 

 
31.3.19 
Actual 

£m 

31.3.20 
Actual 

£m 

General Fund CFR 33.616 35.545 

HRA CFR  241.576 241.127 

Total 275.192 276.672 

Borrowing CFR    

External borrowing (246.699) (242.899) 

Internal (over) borrowing 28.493 33,773 

    Less: Usable reserves (45.697) (46.742) 

    Less: Working capital (9.615) (7,166) 

Net investments (26.819) (20,135) 

 

5.3 The Council continued to keep borrowing and investments below their underlying 
levels, known as internal borrowing, in order to reduce risk and keep interest 
costs low.  

5.4 In October 2019 the PWLB raised the cost of borrowing by 1% in response to 
concerns about the overall level of local authority debt.  At the budget in March 
2020 it was announced that the cost of HRA borrowing would be reduced back 
down to the original level and that a consultation on future lending terms between 
the PWLB and local authorities would commence.  The results of the consultation 
are expected later this year. 

5.5 The table overleaf summarises the borrowing activity throughout 2019/20.  £10m 
out of the £18.8m of HRA borrowing which matured was replaced with further 
borrowing from the PWLB.  This was taken at key times during the year on advice 
from Arlingclose, to ensure the interest rate payable was as low as possible. 

5.6 In March 2020 there was a cashflow requirement to fund primarily General Fund 
capital expenditure.  On Arlingclose’s advice, temporary borrowing from another 
local authority was taken to ensure continued liquidity. 
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*Loans with maturities within 1 year   **Not time weighted 

 

Investments 

5.7 The average investment balance during 2019/20 was £34.8 million. The tables 
below summarise the investment activity during this period. 

*Bid Value of shares at 31/03/19 = £3,917k 
**Estimated Bid Value of shares at 31/03/20 = £3,777k 

 

 

Balance on 
01/04/2019 

£000 

Matured in 
2019/20 

£000 

 
Borrowed 
in 2019/20 

£000 

Balance on 
31/03/2020 

£000 

 
Average 
rate** on 

31/03/2020 

HRA      

Short term 
loans*  

18,800 18,800 0 20,000 2.16% 

Long term loans 227,899 0 10,000 217,899 2.64% 

General Fund      

Temporary 
borrowing 

0 0 5,000 5,000 1.15% 

Total  246,699 18,800 15,000 242,899 2.57% 

Investment Counterparty 
Balance on 
31/03/2019 

£000 

Investments 
Made 
£000 

Maturities/ 
Investments 

Sold  
£000 

Balance on 
31/03/2020  

£000 

UK Local Authorities 
- Long term 

 
2,000 

 
0 

 
0 

 
2,000 

UK Government 
- Short term 

0 2,138 2,138 0 

Banks & Building Societies 
- ST deposits/accounts 
- LT negotiable 

(secured) 

 
4,000 
1,000 

 
45,011 

0 

 
42,336 

1,000 

 
6,675 

0 

AAA rated Money Market 
Funds 

13,634 153,753 159,927 7,460 

Pooled Property Fund **4,000 0 0 **4,000 

Registered Providers 
- Long term 

2,185 0 2,185 0 

TOTAL INVESTMENTS 26,819 200,902 207,586 20,135 

 Weighted average 
interest rate 

Short term investments 0.78% 

Long term investments 3.31% 
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*Includes estimated Q4 Property Fund dividend 

5.8 The maturity profile of all investments at 31 March 2020 is shown below: 

 
 

 

 *Property Fund investment – to be held long term; approx. 6 months redemption 
period 

 

5.9 As the Capital and Affordable Housing Programmes forecast a significant 
reduction in investment balances, the emphasis in 2019/20 was on maintaining 
liquidity for cashflow purposes. Money Market Funds continued to provide good 
value against other short term bank deposits, with high liquidity and credit quality. 
Two 95 day notice accounts were also opened with Lloyds and Santander, 
paying rates of 1.1% and 1% respectively, though Bank Rate reductions 
impacted on these in the last month of the year.  

5.10 The CCLA Property Fund continued to pay a healthy dividend of over 4% each 
quarter, though trading in the Fund was suspended in March 2020 due to the 
Coronavirus crisis. The estimated BID value of the Fund at 31 March 2020 was 
£3,777k. 

6 Treasury Management indicators  

6.1 The actual treasury management indicators for the 2019/20 financial year were as 
follows:- 

6.2 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 fixed rate borrowing were: 

 

 Upper 
Limit 

Lower 
Limit 

Actual at 
31.3.20 

Limit 
observed 

in year 

Under 12 months 20% 0% 8.2% 

12 months and within 24 months 30% 0% 8.8% 

24 months and within 5 years 50% 0% 29.9% 

5 years and within 10 years 80% 0% 46.9% 

10 years and within 20 years 100% 0% 6.2% 

20 years and above 100% 0% 0% 

 

All investments 1.31% 

Total interest earned 2019/20 *£456k 

 £000 

Up to 3 months  16,135 

6+ months *4,000 

Total 26,819 
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 Time periods for this indicator 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. 

 
6.3 Principal sums invested for periods longer than 364 days 

 The purpose of this indicator is to control the Council’s exposure to the risk of 
incurring losses by seeking early repayment of its investments. The limits were: 
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 *Includes £4m in CCLA Property Fund 

 
6.4 Borrowing Limits 

The Council is required to set limits on its borrowing activity. The authorised limit 
is the affordable borrowing limit determined in compliance with the Local 
Government Act 2003. It is the maximum amount of debt that the Council can 
legally owe. The authorised limit provides headroom over and above the 
operational boundary for unusual cash movements. 

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 
cashflow requirements. Other long-term liabilities comprise finance leases and 
other liabilities that are not borrowing but form part of the Council’s debt. 
 

The table below shows that the authorised limits for borrowing have been 
complied with in the year 2019/20, but within this the HRA operational boundary 
was exceeded.  

This was purely a timing difference between the maturity of existing debt and 
new borrowing; the latter was taken slightly earlier than originally anticipated to 
take advantage of historically low interest rates. Providing the Council’s 
authorised limit is not exceeded, this does not constitute a contravention of 
regulation. 

 

Maximum 
in period 

£’000 

31.3.20 
Actual 
£’000 

2019/20 
Operational 
Boundary 

£’000 

 
Complied 

2019/20 
Authorised 

Limit 
£’000 

 
Complied 

General Fund 
Borrowing 

 
5,000 

 
5,000 18,837 

 
27,000 

 

Other Long 
Term Liabilities 

 
2,103 

 
2,103 2,159 

 
2,159 

 

Housing Self 
Financing 
Borrowing 

 
246,999 

 
237,899 241,987 

 

 
304,799 

 

 

TOTAL  245,002 262,983  333,958  
 

Implications 

7 Legal Implications 

7.1 This report contains no legal implications. 

8 Financial Implications 

 

2019/20 2020/21 2021/2022 

£000 £000 £000 

Limit on principal invested beyond year end 
as at 31/03/20 

10,000 5,000 5,000 

Actual principal invested beyond year end 
As at 31/03/20* 

6,000 4,000 4,000 

Limit observed in year    
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8.1 This report is for information only so has no direct financial implications. The 
impact of investment income and loan interest payments is regularly reviewed as 
part of budget monitoring processes. 

9 Risk Management Implications 

9.1 Management of risk associated with investment and borrowing is the main 
objective of the Council’s treasury management strategy. This is achieved 
through robust counterparty monitoring and selection criteria, prudent cash flow 
forecasting, a range of exposure limits and indicators, and procedures designed 
to prevent fraud and error. 

10 Security & Terrorism Implications 

10.1 This report contains no security or terrorism implications. 

11 Procurement Implications 

11.1 This report contains no procurement implications. 

12 Climate Change Implications 

12.1 This report contains no climate change implications. 

13 Link to Corporate Priorities 

13.1 The subject of this report is linked to the Council’s Corporate Priority  
‘Engage with our communities and provide value for money’ and specifically to 
the achievement of ‘Deliver value for money’. 

14 Equality and Diversity 

14.1 An Equality Impact Assessment (EIA) was not completed because this report 
does not propose changes to existing service-related policies or the development 
of new service-related policies. 

 
Name of author Andrea Plucknett  01707 357453 
Title Treasury, Insurance & Controls Lead Officer 
Date 8 April 2020 
 
Appendix A – Arlingclose Ltd – Economic Context 
Appendix B – Investments and Loans at 31 March 2020 


