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TREASURY MANAGEMENT REVIEW 2022 
 

 
1. Summary 
 
 
1.1 To provide the Panel with the Annual Treasury Report for the financial year 

2021/22. 
 
1.2 To provide the Panel with an update on treasury activity since the start of the 

new financial year. 
 
2. RECOMMENDATIONS 
 
2.1  That the Panel notes the Annual Treasury Report for the financial year 2021/22 

– as set out in the draft commentary to Cabinet at Appendix A. 

2.2  That the Panel receives an update from the Principal Accountant and Council’s 
treasury advisors, Arlingclose on the treasury activity, since the beginning of the 
new financial year. 

2.3  That the Panel receives an economic update from the Council’s treasury 
advisors, Arlingclose. 

2.4  That the Panel seeks clarification and explanation of any matters arising. 

 
3. Background and Discussion 
 

3.1. Treasury Management in local government is regulated by the Local 
Government Act 2003 and the CIPFA Code of Practice on Treasury 
Management 2021. Under the provisions of the Local Government Act 
2003, the Council is required to have regard to CIPFA Codes and to the 
DLUHC’s1 (formerly MHCLG) Investment Guidance, which was revised 
in 2018. 

3.2. The Council defines its treasury management activities as: 

“The management of the 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.” 

 
*It should be noted that CIPFA defines investments as covering all 
the financial assets and non-financial assets, which an Authority 
holds primarily for financial returns, such as investment property.   

  
  

 
1 Department for Levelling Up, Housing and Communities 
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3.3. Treasury outturn report 2021/22 

The Treasury Management Code requires public sector authorities to 
determine an annual Treasury Management Strategy and as a minimum, 
formally report on their treasury activities and arrangements to Cabinet mid-
year and after the year-end. The Treasury Management Strategy for 2021/22 
was approved at the General Assembly of the Council on 1st March 2021.  
Attached, as Appendix A, is the Annual Treasury Report (presented as a draft 
commentary to Cabinet) which details the outturn position (subject to audit) of 
the Council’s investments and borrowing for the 2021/2022 financial year.  This 
will be presented to Cabinet on 21st July 2022. 

3.4. Treasury Activity since 31st March 2021 

Cashflow balances available for in-house investment have ranged between 
£53.44m and £67.80m since the start of the financial year and will continue to 
rise to just under £80m at peak periods as income is collected in advance of 
payments going out. The in-house cashflow balance is forecast to return to 
around £55m by the end of the financial year. This figure excludes the likely 
capital receipt from the sale of land at Stone Lodge. 

Money market funds have been the primary source for investment of these 
funds and seven funds are currently being utilised to ensure diversification of 
the cash. Funds in use are all within the Arlingclose recommended counterparty 
listing and choice of which fund to invest in on a daily basis is driven by a 
combination of yield, counterparty limits and diversification. Yields have been 
steadily rising in line with Bank Rate rises and as at 21st June 2022 are between 
1.01% and 1.10%. To the end of May 2022, the Council had achieved income 
of just over £70,000 on these investments. 

There have been no investments into or redemptions out of the externally 
managed pooled funds since the start of the 2022-23 financial year. These 
investments were valued at £111.12m as at the end of May 2022. Phiroza 
Katrak from Arlingclose will provide an update on the performance of these 
investments at the meeting. 
 
The Council is reluctant to invest further in the pooled funds at this time until 
DLUHC indicates whether the statutory override (due to end in March 2023) will 
terminate or will likely be extended or made permanent. The statutory override 
allows changes in fair value of these investments to be reversed out of the 
general fund via the MIRS to a pooled fund adjustment account and therefore 
movements in valuation do not impact the general fund until such time as the 
fund is sold and the movement realised.  
 
In house investments as at the end of June 2022 will be presented to the panel 
at the meeting.   
 
3.5 Investment Income 2022/23 

The Council has earnt just over £0.11m of investment income to date, with a 
further £0.497m declared but not yet received. The budget set for investment 
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income for 2022/23 is £2m and there is no reason to believe at this stage that 
the budget will not be met. 

3.6 Borrowing Update 

There has been no new borrowing since the start of the financial year, nor is 
there any plan to borrow this financial year. The next scheduled repayment of 
borrowing will be on 1st August 2022 after which the principal outstanding will 
be £35.75m. 

3.7 Non-treasury Investments 

There have been no changes to the investment properties since the start of the 
financial year. Investment property information is included in the outturn report  

3.8 ESG (Environmental, Social & Governance) and investing 

The Council has updated its Treasury Management Principles (TMPs) to 
include ESG considerations. TMP1 – Credit and Counterparty Risk 
Management now contains an update to the principle (shown in red) below and 
to the schedule as follows: 

1 Credit and Counterparty Risk Management : Credit and counterparty 
risk is the risk of  failure by a third party to meet its contractual obligations to 
the Council under an investment, borrowing, capital, project or partnership 
financing, particularly as a result of the third party’s diminished 
creditworthiness, and the resulting detrimental effect on the Council’s capital 
and revenue resources. 

Principle: The Council regards a key objective of its treasury management activities to be the 
security of the principal sums it invests.  Accordingly, it will ensure that its counterparty lists 
and limits reflect a prudent attitude towards organisations with whom funds may be 
deposited, and will limit its investment activities to the instruments, methods and techniques 
referred to in TMP4 Approved instruments, methods and techniques and listed in the schedule 
to this document.  It also recognises the need to have, and will therefore maintain, a formal 
counterparty policy in respect of those organisations from which it may borrow, or with whom 
it may enter into other financing arrangements. 
 
The Council also recognises the importance of environmental, social and governance (ESG) 
considerations when investing as secondary considerations to the primary considerations of 
security, liquidity and yield. ESG is a developing area and all ESG considerations made by the 
Council will be in line with the Council’s corporate policies. 
 
Schedule: 

Environmental, social 
& governance (ESG) 
investment 
considerations 

The Council will give consideration to ESG prior to transacting 
with a new counterparty or entering into a new investment 
vehicle with an existing counterparty. All ESG investment 
considerations will be in line with the Council’s corporate policies.  

 
The new Climate Change team will be responsible for creating the Council’s 
policies in this area. The Council’s S151 and Treasury Officers will also feed 
into this process so that implications for the Council’s financial investments are 
considered, 
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3.9 Economic Update  

Phiroza Katrak from Arlingclose will provide an economic update at the 
meeting. 

 
4. Relationship to the Corporate Plan 

 
Council Performing Strongly Theme PS1 – this is the robust management of 
the Council’s day-to-day finances, enabling it to meet its financial obligations to 
all stakeholders by offering a high quality, value for money service. 

 
Regular monitoring and scrutiny of the Council’s financial position, and, in 
particular its treasury management function is key to maintaining a sound 
financial strategy. This is an important element of the Corporate Health theme. 
 

5. Financial, legal, staffing and other implications and risk assessments 
 
Financial Implications Contained within this report 
Legal Implications Treasury management is a complex subject and 

local authority treasury management is subject to 
a range of regulations, government guidance and 
professional codes that add to the complexity. 

Public Sector Equality 
Duty 

None 

Climate Impact 
Assessment 

Report is for noting, environmental, social and 
governance updates to the Treasury 
Management Principles are noted in the report. 

Staffing Implications None as a result of this report  
Administrative 
Implications 

None as a result of this report 

Risk Assessment Treasury operations are tightly regulated and the 
Council’s external advisors consulted regularly, 
thus minimising the risk to the Council. The 
Council’s borrowing is in keeping with the 
Prudential Code’s principles of affordability, 
prudence and sustainability.  
A prudent approach is taken in relation to 
investment activity with priority being given to 
security and liquidity over yield. 

  
6. Details of Exempt Information Category 

 
Not applicable 
 
7. Appendices 
 
Appendix A – Annual Treasury Report 2021-22 
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