
Appendix 11:  Durham County Council Annual Treasury Management Strategy 
2015/16

Summary

In accordance with statutory guidance and the Council’s Financial Procedure rules, 
this report presents the proposed Treasury Management Strategy for 2015/16, the 
Annual Investment Strategy, Prudential Indicators, Minimum Revenue Provision 
Policy and Treasury Management Practices (Annex 1).

A glossary of terms is provided at the end of the report.

Background

Durham County Council defines its treasury management activities as the 
management of the organisation’s investments and cash flows, its banking, money 
market and capital market transactions; the effective control of the risks associated 
with those activities; and the pursuit of optimum performance consistent with those 
risks.

It regards the successful identification, monitoring and control of risk to be the prime 
criteria by which the effectiveness of its treasury management activities will be 
measured. Accordingly, the analysis and reporting of treasury management activities 
will focus on their risk implications for the organisation, and any financial instruments 
entered into to manage these risks.

It acknowledges that effective treasury management will provide support towards the 
achievement of its business and service objectives. It is therefore committed to the 
principles of achieving value for money in treasury management, and to employing 
suitable comprehensive performance measurement techniques, within the context of 
effective risk management.

The Council is required to operate a balanced budget, which broadly means that 
cash raised during the year will meet cash expenditure.  Part of the treasury 
management operation is to ensure that this cash flow is adequately planned, with 
cash being available when it is needed. Any surplus cash balances are invested in 
low risk counterparties or instruments commensurate with the Council’s low risk 
strategy to always provide adequate liquidity initially before considering investment 
return.

Reporting Requirements

The Council is required to receive and approve, as a minimum, three main reports 
each year, which incorporate a variety of policies, estimates and actuals:

1. Annual Treasury Management Strategy – this report covers:

 Annual Treasury Strategy 2015/16
 Annual Investment Strategy 2015/16



 Prudential Indicators 2014/2018
 Minimum Revenue Provision Policy 2015/16

2. Mid-Year Treasury Management Report – this updates members with the 
progress of the capital position, amending prudential indicators as necessary, 
and whether the treasury strategy is meeting the strategy or whether any 
policies require revision.

3. Annual Treasury Report – This provides details of a selection of actual 
prudential and treasury indicators and actual treasury operations compared to 
the estimates within the strategy.

Annual Treasury Management Strategy 2015/16

This report covers the following issues in respect of 2015/16:

i. Current treasury position
ii. Capital financing plans (including Prudential and Treasury Indicators)
iii. Interest Rate Outlook
iv. Borrowing strategy
v. Policy on borrowing in advance of need
vi. Debt rescheduling
vii. Annual Investment Strategy
viii. Icelandic Bank investments update
ix. Minimum Revenue Provision (MRP) Policy
x. Policy on use of external service providers

These elements cover the requirements of the Local Government Act 2003, the 
CIPFA Prudential Code, Communities and Local Government (CLG) MRP Guidance, 
the CIPFA Treasury Management Code and  Communities and Local Government 
Investment Guidance.

i. Current Treasury position

The table below shows the Council’s position as at 31 December 2014, with 
comparators for 31 March 2014 and a forecast position for 31 March 2015:

31-Mar-
14 (£m)

Average 
Rate 
(%)

31-Dec-
14 (£m)

Average 
Rate 
(%)

31-Mar-
15 (£m)

Average 
Rate 
(%)

Borrowing 436.833 4.49 457.659 4.46 245.636 4.06
Investments   92.239 0.72 133.119 0.70 123.000  0.70
Net Debt 344.594 324.540 122.636

Borrowing is forecast to fall by around £191m in 2014/15. This is as a result of new 
loans of £25m for the General Fund and £34m for the Housing Revenue Account 
(HRA), together with £4.25m of scheduled principal repayments and £245.75m of 
debt attributable to the HRA being repaid as part of the proposed housing stock 
transfer. 



Investment levels will increase by £30m as a result of additional funds from 
borrowing to maximise the level of Housing debt prior to stock transfer.

ii. Capital financing plans

Housing Revenue Account (HRA) 

As a result of the housing stock transfer on 23 March 2015, the figures shown in the 
tables in respect of the HRA contained in this report will be for 2013/14 and 
2014/2015 only.

General Fund Expenditure

The Council’s capital expenditure plans are the key driver of treasury management 
activity. The revenue consequences of capital expenditure, particularly the 
unsupported capital expenditure, will need to be paid for from the Council’s own 
resources.  This capital expenditure can be paid for immediately (by applying capital 
resources such as capital receipts, capital grants and revenue resources), but if 
these resources are insufficient any residual capital expenditure will add to the 
Council’s borrowing need.

The following Prudential Indicators provide an overview and assist members in 
reviewing plans and performance.

Prudential Indicator 1 Capital Expenditure - this prudential indicator is a summary 
of the Council’s capital expenditure plans, both those agreed previously, and those 
forming part of this budget cycle.  
The table below summarises capital expenditure plans and how these plans are 
being financed by capital or revenue resources. Any shortfall of resources results in 
a funding need (“borrowing”):

Capital 
Expenditure

2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£m £m £m £m £m
Non-HRA 109.590 152.672 153.411 67.329 15.851
HRA 45.698 46.717 - - -
Total 155.288 199.389 153.411 67.329 15.851
Financed by:
Capital receipts 8.150 10.879 16.619 14.673 6.687
Capital grants and 
contributions 91.643 80.998 40.082 30.221 0.315

Revenue and 
reserves 35.378 31.194 0.280 - -

Net financing need 
for the year 20.117 76.318 96.430 22.435 8.849



Prudential Indicator 2 Capital Financing Requirement - the second prudential 
indicator is the Council’s Capital Financing Requirement (CFR).  The CFR is simply 
the total historic outstanding capital expenditure which has not yet been paid for from 
either revenue or capital resources.  It is essentially a measure of the Council’s 
underlying borrowing need.  Any capital expenditure above, which has not 
immediately been paid for, will increase the CFR.

The CFR does not increase indefinitely, as the minimum revenue provision (MRP) is 
a statutory annual revenue charge which broadly reduces the borrowing need in line 
with each asset’s life.

The CFR includes any other long term liabilities (e.g. PFI schemes, finance leases).  
Whilst these increase the CFR, and therefore the Council’s borrowing requirement, 
these types of scheme include a borrowing facility and so the Council is not required 
to separately borrow for these schemes.

2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£m £m £m £m £m
Capital Financing Requirement
CFR – non 
housing

374.904 430.590 507.927 507.063 491.544

CFR - housing 232.356 - - - -
Total CFR 607.260 430.590 507.927 507.063 491.544
Movement in CFR 3.829 -176.670 77.337 -0.864 -15.519
Movement in CFR represented by
Net financing need 
for the year 
(above)

20.117 76.318 96.430 22.435 8.849

HRA non-dwelling 
impairment

-0.270 - - - -

Housing Stock 
Transfer

- -236.933 - - -

Less MRP/VRP 
and other 
financing 
movements

-16.018 -16.055 -19.093 -23.299 -24.368

Movement in CFR 3.829 -176.670 77.337 -0.864 -15.519

Affordability Prudential Indicators

The previous indicators cover overall capital and control of borrowing, but within 
these further indicators are required to assess the affordability of the capital 
investment plans.   These provide an indication of the impact of the capital 
investment plans on the Council’s overall finances.

Prudential Indicator 3 Actual and estimates of the 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.

2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimat

e
% % % % %

Non-HRA 5.73 6.49 7.73 9.57 10.59
HRA (inclusive of 
settlement)

23.78 22.64 N/A N/A N/A

The estimates of financing costs include current commitments and the proposals in 
this budget report.

Prudential Indicator 4 Estimates of the incremental impact of capital 
investment decisions on council tax - this indicator identifies the revenue costs 
associated with proposed changes to the three year capital programme 
recommended in this budget report compared to the Council’s existing approved 
commitments and current plans.  The assumptions are based on the budget, but will 
invariably include some estimates, such as the level of Government support, which 
are not published over a three year period.

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£ £ £ £
Council tax - band D -1.32 -1.29 3.59 4.93

Prudential Indicator 5 Estimates of the incremental impact of capital 
investment decisions on Housing Rent levels – similar to the Council tax 
calculation this indicator identifies the trend in the cost of proposed changes in the 
housing capital programme recommended in this budget report compared to the 
Council’s existing commitments and current plans, expressed as a discrete impact 
on weekly rent levels.  

2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£ £ £ £ £
Weekly housing rent levels 17.60 19.85 N/A N/A N/A

This indicator shows the revenue impact on any newly proposed changes, although 
any discrete impact will be constrained by rent controls. 

Current portfolio position

The Council’s treasury portfolio position at 31 March 2014, with forward projections 
are summarised overleaf. The table shows the actual external debt (the treasury 
management operations), against the underlying capital borrowing need (the Capital 
Financing Requirement - CFR), highlighting any over or under borrowing. 



2013/14
Actual

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£m £m £m £m £m
External Debt
Debt at 1 April 440.389 436.833 245.636 245.622 255.608
Expected change in 
Debt

-3.556 -191.197 -0.014 9.986 14.985

Other long-term 
liabilities (OLTL)

51.087 49.685 49.105 49.324 51.409

Expected change in 
OLTL

-1.402 -0.580 0.219 2.085 1.386

Actual gross debt 
at 31 March 

486.518 294.741 294.946 307.017 323.387

The Capital 
Financing 
Requirement

607.260 430.590 507.927 507.063 491.544

Under / (over) 
borrowing

120.742 135.849 212.981 200.046 168.157

Within the prudential indicators there are a number of key indicators to ensure that 
the Council operates its activities within well-defined limits.  One of these is that the 
Council needs to ensure that its gross debt does not, except in the short term, exceed 
the total of the CFR in the preceding year plus the estimates of any additional CFR for 
2015/16 and the following two financial years.  This allows some flexibility for limited early 
borrowing for future years, but ensures that borrowing is not undertaken for revenue 
purposes.

The Corporate Director Resources confirms that the Council complied with this 
prudential indicator in the current year and does not envisage difficulties for the 
future.  This view takes into account current commitments, existing plans, and the 
proposals in this budget report.

Prudential Indicator 6 Operational Boundary - this is the limit beyond which 
external borrowing is not normally expected to exceed. In most cases, this would be 
a similar figure to the CFR, but may be lower or higher depending on the levels of 
actual borrowing. The reduction in the borrowing element of the Operational 
Boundary is due to the removal of the HRA debt following housing stock transfer.

Operational 
boundary 

2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£m £m £m £m
Borrowing 381.000 458.000 456.000 439.000
Other long term 
liabilities

50.000 50.000 52.000 53.000

Total 431.000 508.000 508.000 492.000



Prudential Indicator 7 Authorised Limit for external borrowing - this further key 
prudential indicator represents a control on the maximum level of borrowing and is a 
statutory limit determined under section 3 (1) of the Local Government Act 2003. 
This represents a limit beyond which external borrowing is prohibited, and this limit 
needs to be set or revised by the full Council.  It reflects the level of external 
borrowing which, while not desired, could be afforded in the short term, but is not 
sustainable in the longer term.
The reduction in the borrowing element of the Authorised Limit is due to the removal 
of the HRA debt following housing stock transfer.

  Authorised limit 2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£m £m £m £m
Borrowing 431.000 508.000 506.000 489.000
Other long term 
liabilities

53.000 53.000 55.000 56.000

Total 484.000 561.000 561.000 545.000

Separately, the Council is also limited to a maximum HRA CFR through the HRA 
self-financing regime.  This limit is currently:

HRA Debt Limit £m 2014/15
Estimate

2015/16
Estimate

2016/17
Estimate

2017/18 
Estimate

£m £m £m £m
Total 245.747 N/A N/A N/A

Treasury Management Indicators

There are three debt related treasury activity limits. The purpose of these are to 
restrain the activity of the treasury function within certain limits, thereby managing 
risk and reducing the impact of any adverse movement in interest rates.  However, if 
these are set to be too restrictive they will impair the opportunities to reduce costs / 
improve performance.  The indicators are:

 Upper limits on variable interest rate exposure. This identifies a maximum limit 
for variable interest rates based upon the debt position net of investments 

 Upper limits on fixed interest rate exposure.  This is similar to the previous 
indicator and covers a maximum limit on fixed interest rates;

 Maturity structure of borrowing. These gross limits are set to reduce the 
Council’s exposure to large fixed rate sums falling due for refinancing, and are 
required for upper and lower limits.  



The Council is asked to approve the following treasury indicators and limits:

2015/16 2016/17 2017/18
Interest rate Exposures

Upper Upper Upper
Limits on fixed interest 
rates based on net debt

100% 100%

Limits on variable 
interest rates based on 
net debt

30% 30%

Maturity Structure of fixed interest rate borrowing 2015/16
Lower Upper

Under 12 months 0% 20%
12 months to 2 years 0% 40%
2 years to 5 years 0% 60%
5 years to 10 years 0% 80%
10 years and above 0% 100%

iii. Interest Rate Outlook

The Council has appointed Capita Asset Services as its treasury advisor and part of 
their service is to assist the Council to formulate a view on interest rates.  The 
following table gives the Capita central view.

Annual 
Average 
%

Bank Rate
%

PWLB Borrowing Rates %
(including certainty rate adjustment)

5 year 25 year 50 year
Mar 2015 0.50 2.20 3.40 3.40
Jun 2015 0.50 2.20 3.50 3.50
Sep 2015 0.50 2.30 3.70 3.70
Dec 2015 0.75 2.50 3.80 3.80
Mar 2016 0.75 2.60 4.00 4.00
Jun 2016 1.00 2.80 4.20 4.20
Sep 2016 1.00 2.90 4.30 4.30
Dec 2016 1.25 3.00 4.40 4.40
Mar 2017 1.25 3.20 4.50 4.50
Jun 2017 1.50 3.30 4.60 4.60
Sep 2017 1.75 3.40 4.70 4.70
Dec 2017 1.75 3.50 4.70 4.70
Mar 2018 2.00 3.60 4.80 4.80

UK GDP growth surged during 2013 and the first half of 2014.  Since then it appears 
to have subsided somewhat but still remains strong by UK standards and is 
expected to continue likewise into 2015 and 2016. There needs to be a significant 
rebalancing of the economy away from consumer spending to manufacturing, 
business investment and exporting in order for this recovery to become more firmly 
established. One drag on the economy has been that wage inflation has only 



recently started to exceed CPI inflation, so enabling disposable income and living 
standards to start improving. The plunge in the price of oil brought CPI inflation down 
to a low of 1.0% in November, the lowest rate since September 2002.  Inflation is 
expected to stay around or below 1.0% for the best part of a year; this will help 
improve consumer disposable income and so underpin economic growth during 
2015.  However, labour productivity needs to improve substantially  to enable wage 
rates to increase and further support consumer disposable income and economic 
growth. In addition, the encouraging rate at which unemployment has been falling 
must eventually feed through into pressure for wage increases, though current views 
on the amount of hidden slack in the labour market probably means that this is 
unlikely to happen early in 2015.

The US, the biggest world economy, has generated stunning growth rates of 4.6% 
(annualised) in Q2 2014 and 5.0% in Q3.  This is hugely promising for the outlook for 
strong growth going forwards and it very much looks as if the US is now firmly on the 
path of full recovery from the financial crisis of 2008.  Consequently, it is now 
confidently expected that the US will be the first major western economy to start on 
central rate increases by mid 2015.  
The current economic outlook and structure of market interest rates and government 
debt yields have several key treasury management implications:

 Greece: the general election on 25 January 2015 is likely to bring a political 
party to power which is anti EU and anti austerity.  However, if this eventually 
results in Greece leaving the Euro, it is unlikely that this will directly destabilise 
the Eurozone as the EU has put in place adequate firewalls to contain the 
immediate fallout to just Greece.  However, the indirect effects of the likely 
strenthening of anti EU and anti austerity political parties throughout the EU is 
much more difficult to quantify; 

 As for the Eurozone in general, concerns in respect of a major crisis subsided 
considerably in 2013.  However, the downturn in growth and inflation during the 
second half of 2014, and worries over the Ukraine situation, Middle East and 
Ebola, have led to a resurgence of those concerns as risks increase that it could 
be heading into deflation and prolonged very weak growth.  Sovereign debt 
difficulties have not gone away and major concerns could return in respect of 
individual countries that do not dynamically address fundamental issues of low 
growth, international uncompetitiveness and the need for overdue reforms of the 
economy (as Ireland has done).  It is, therefore, possible over the next few 
years that levels of government debt to GDP ratios could continue to rise to 
levels that could result in a loss of investor confidence in the financial viability of 
such countries.  Counterparty risks therefore remain elevated.  This continues to 
suggest the use of higher quality counterparties for shorter time periods;

 Investment returns are likely to remain relatively low during 2015/16 and 
beyond;

 Borrowing interest rates have been volatile during 2014 as alternating bouts of 
good and bad news  have promoted optimism, and then pessimism, in financial 
markets.  The closing weeks of 2014 saw gilt yields dip to historically 
remarkably low levels after inflation plunged, a flight to quality from equities 



(especially in the oil sector), and from the debt and equities of oil producing 
emerging market countries, and an increase in the likelihood that the ECB will 
commence quantitative easing (purchase of EZ government debt) in early 2015.  
The policy of avoiding new borrowing by running down spare cash balances has 
served well over the last few years.  However, this needs to be carefully 
reviewed to avoid incurring higher borrowing costs in later times, when 
authorities will not be able to avoid new borrowing to finance new capital 
expenditure and/or to refinance maturing debt;

 There will remain a cost of carry to any new borrowing which causes an 
increase in investments as this will incur a revenue loss between borrowing 
costs and investment returns.

iv. Borrowing Strategy

The Council is currently maintaining an under-borrowed position.  This means that 
the capital borrowing need (the Capital Financing Requirement), has not been fully 
funded with loan debt as cash supporting the Council’s reserves, balances and 
cash flow has been used as a temporary measure.  This strategy is prudent as 
investment returns are low and counterparty risk is relatively high.

Municipal Bond Agency 

It is likely that the Municipal Bond Agency, currently in the process of being set up,  
will be offering loans to local authorities in the near future.  It is also hoped that the 
borrowing rates will be lower than those offered by the Public Works Loan Board 
(PWLB).  The County Council may make use of this new source of borrowing as 
and when appropriate.

Against this background and the risks within the economic forecast, caution will be 
adopted with the 2015/16 treasury operations.  The Corporate Director Resources 
will monitor interest rates in financial markets and adopt a pragmatic approach to 
changing circumstances.

v. Policy on Borrowing in Advance of Need

The Council will not borrow more than or in advance of its needs purely in order to 
profit from the investment of the extra sums borrowed. Any decision to borrow in 
advance will be within forward approved Capital Financing Requirement estimates, 
and will be considered carefully to ensure that value for money can be 
demonstrated and that the Council can ensure the security of such funds. 

Risks associated with any borrowing in advance activity will be subject to prior 
appraisal and subsequent reporting through the mid-year or annual reporting 
mechanism. 



vi. Debt Rescheduling

As short term borrowing rates will be considerably cheaper than longer term fixed 
interest rates, there may be potential opportunities to generate savings by switching 
from long term debt to short term debt.  However, these savings will need to be 
considered in the light of the current treasury position and the size of the cost of 
debt repayment (premiums incurred). 

The reasons for any rescheduling to take place will include: 
 the generation of cash savings and / or discounted cash flow savings;
 helping to fulfil the treasury strategy;
 enhance the balance of the portfolio (amend the maturity profile and/or the 

balance of volatility).

Consideration will also be given to identify if there is any residual potential for 
making savings by running down investment balances to repay debt prematurely as 
short term rates on investments are likely to be lower than rates paid on current 
debt.  

All rescheduling will be reported to the relevant Committee, at the earliest meeting 
following its action.

vii. Annual Investment Strategy

The Council has regard to the CLG’s Guidance on Local Government Investments 
(“the Guidance”) and the 2011 revised CIPFA Treasury Management in Public 
Services Code of Practice and Cross Sectoral Guidance Notes (“the CIPFA TM 
Code”).  

In accordance with the above guidance from the CLG and CIPFA, and in order to 
minimise the risk to investments, the Council applies minimum acceptable credit 
criteria in order to generate a list of highly creditworthy counterparties which also 
enables diversification and thus avoidance of concentration risk.

Continuing regulatory changes in the banking sector are designed to see greater 
stability, lower risk and the removal of expectations of Government financial support 
should an institution fail.  This withdrawal of implied sovereign support is anticipated 
to have an effect on ratings applied to institutions.  This will result in the key ratings 
used to monitor counterparties being the Short Term and Long Term ratings only.  
Viability, Financial Strength and Support Ratings previously applied will effectively 
become redundant.  This change does not reflect deterioration in the credit 
environment but rather a change of method in response to regulatory changes.  

As with previous practice, ratings will not be the sole determinant of the quality of an 
institution and that it is important to continually assess and monitor the financial 
sector on both a micro and macro basis and in relation to the economic and political 
environments in which institutions operate. The assessment will also take account of 
information that reflects the opinion of the markets. To this end the Council will 



engage with its advisors to maintain a monitor on market pricing such as “credit 
default swaps” and overlay that information on top of the credit ratings. 

Other information sources used will include the financial press, share price and other 
such information pertaining to the banking sector in order to establish the most 
robust scrutiny process on the suitability of potential investment counterparties.

Investment instruments identified for use in the financial year are listed below under 
the ‘specified’ and ‘non-specified’ investments categories. 

Specified Investments – These investments are sterling investments of not more 
than one-year maturity, or those which could be for a longer period but where the 
Council has the right to be repaid within 12 months if it wishes.  These are 
considered low risk assets where the possibility of loss of principal or investment 
income is small.  These would include sterling investments which would not be 
defined as capital expenditure with:
1. The UK Government (such as the Debt Management Account deposit facility)
2. UK treasury bills or a gilt with less than one year to maturity.
3. Term deposits with UK banks and building societies.
4. A local authority, parish council or community council.
5. Certificates of Deposit.
6. Pooled investment vehicles (such as money market funds) that have been 

awarded a high credit rating by a credit rating agency. 
Non-specified Investments –are any other type of investment (i.e. not defined as 
specified above).  The identification and rationale supporting the selection of these 
other investments and the maximum limits to be applied are set out below.  Non 
specified investments would include any sterling investments with:

 Gilt edged securities with a maturity of greater than one year.  These are 
Government bonds and so provide the highest security of interest and the 
repayment of principal on maturity. 

 The Council’s own banker if it fails to meet the basic credit criteria.  In this 
instance balances will be minimised as far as is possible.

Investment Risk Benchmarking

These benchmarks are simple guides to maximum risk, so they may be breached from 
time to time, depending on movements in interest rates and counterparty criteria.  The 
purpose of the benchmark is that officers will monitor the current and trend position and 
amend the operational strategy to manage risk as conditions change.  Any breach of the 
benchmarks will be reported, with supporting reasons in the mid-year or Annual Report.

Security - The Council’s maximum security risk benchmark for the current portfolio, 
when compared to these historic default tables, is:

 0.08% historic risk of default when compared to the whole portfolio.
Liquidity – in respect of this area the Council seeks to maintain:

 Bank overdraft - £2.5m



 Liquid short term deposits of at least £20m available with a week’s notice.

 Weighted average life benchmark is expected to be 6 months, with a 
maximum of 9 months.

Yield - local measures of yield benchmarks are:

 Investments – internal returns above the 7 day LIBID rate

Investment Counterparty Selection
The primary principle governing the Council’s investment criteria is the security of its 
investments, although the yield or return on the investment is also a key 
consideration.  After this main principle, the Council will ensure that:

 It maintains a policy covering both the categories of investment types it will 
invest in, criteria for choosing investment counterparties with adequate 
security, and monitoring their security.  This is set out in the specified and 
non-specified investment sections below; and

 It has sufficient liquidity in its investments.  For this purpose it will set out 
procedures for determining the maximum periods for which funds may 
prudently be committed.  These procedures also apply to the Council’s 
prudential indicators covering the maximum principal sums invested.  

The Corporate Director Resources will maintain a counterparty list in compliance 
with the following criteria and will revise the criteria and submit them to Council for 
approval as necessary.  These criteria are separate to that which determines which 
types of investment instrument are either specified or non-specified as it provides an 
overall pool of counterparties considered high quality which the Council may use, 
rather than defining what types of investment instruments are to be used.  
Capita’s creditworthiness service uses a wider array of information than just primary 
ratings and by using a risk weighted scoring system, does not give undue weight to 
just one agency’s ratings.
Typically the minimum credit ratings criteria the Council use will be a Short Term 
rating (Fitch or equivalents) of F1 and a Long Term rating of A-. There may be 
occasions when the counterparty ratings from one rating agency are marginally 
lower than these ratings but may still be used.  In these instances consideration will 
be given to the whole range of ratings available, or other topical market information, 
to support their use.
All credit ratings will be monitored regularly. The Council is alerted to changes to 
ratings of all three agencies through its use of Capita’s creditworthiness service. 

 if a downgrade results in the counterparty / investment scheme no longer 
meeting the Council’s minimum criteria, its further use as a new 
investment will be withdrawn immediately.

 in addition to the use of credit ratings the Council will be advised of 
information in movements in credit default swap spreads against the 
iTraxx benchmark and other market data on a weekly basis. Extreme 
market movements may result in downgrade of an institution or removal 
from the Council’s lending list.



Sole reliance will not be placed on the use of this external service.  In addition the 
Council will also use market data and market information, information on sovereign 
support for banks and the credit ratings of that supporting government.
The criteria for providing a pool of high quality investment counterparties (both 
specified and non-specified investments) is:

The proposed selection criteria for approved counterparties will be:

 Banks 1 – the Council will only use banks which are UK banks and have, as a 
minimum, the following Fitch, Moody’s and Standard and Poors credit ratings 
(where rated):

Fitch Moody’s Standard & 
Poors

Short Term F1 P1 A-1
Long Term A- A3 A-

 Non UK Banks 1 – the Council will only use non UK banks which have, as a 
minimum, the following Fitch, Moody’s and Standard and Poors credit ratings:

Fitch Moody’s Standard & 
Poors

Sovereign Rating AAA AAA AAA
Short Term F1+ P1 A1+
Long Term AA- Aa3 AA-

 
(N.B. Viability, Financial Strength and Support ratings have been 
removed and will not be considered in choosing counterparties.)  

 Banks 2 – Part nationalised UK banks – Lloyds Banking Group and 
Royal Bank of Scotland. These banks can be included if they continue 
to be part nationalised or they meet the ratings in Banks 1 above.

 Banks 3 – The Council’s own banker for transactional purposes if the 
bank falls below the above criteria, although in this case balances will 
be minimised in both monetary size and time.

 Bank subsidiary and treasury operation -.  The Council will use these 
where the parent bank has provided an appropriate guarantee or has 
the necessary ratings outlined above. 

 Building societies. The Council will use societies which meet the 
ratings for banks outlined above:

 Money market funds 

 Enhanced money market funds (EMMFs) 

 UK Government (including gilts and the DMADF)

 Local authorities, parish councils etc



Use of additional information other than credit ratings

Additional requirements under the Code of Practice require the Council to 
supplement credit rating information.  Whilst the above criteria relies primarily on the 
application of credit ratings to provide a pool of appropriate counterparties for officers 
to use, additional operational market information will be applied before making any 
specific investment decision from the agreed pool of counterparties.  

This additional market information (for example Credit Default Swaps, negative 
rating watches/outlooks) will be applied to compare the relative security of differing 
investment counterparties. The relative value of investments will be reviewed in 
relation to the counterparty size to ensure an appropriate ratio.

Time and Monetary Limits applying to Investments 
The time and monetary limits for institutions on the Council’s Counterparty List are 
as follows (these will cover both Specified and Non-Specified Investments):

 Long Term 

Rating

Money Limit Time Limit

Banks 1 higher quality AA- £50m 2 years

Banks 1 medium quality A £35m 1 year

Banks 1 lower quality A- £25m 100 days

Banks 2 category – part-nationalised N/A £60m 2 years

Banks 3 category – Council’s banker A- £25m 3 months

DMADF/Treasury Bills AAA unlimited 6 months

Local Authorities N/A £10m each 5 years

Money Market Funds AAA £20m each 

(overall £100m)

liquid

viii.   Icelandic Bank Investments Update

1 The County Council had £7m deposited across the Icelandic banks Glitnir 
Bank hf (£4m), Landsbanki (£2m) and Kaupthing Singer and Friedlander Ltd 
(£1m), which all effectively collapsed financially in October 2008.

2 The Council’s recovery position at 31 December 2014 is as follows:



 Glitnir: a full distribution was made in March 2012, however an element 
of the distribution is in the Icelandic Kroner currency, which has been 
placed in an escrow account in Iceland due to currency controls 
currently operating in the country.  As a result this element is subject to 
exchange rate risk, over which the Council has no control.  

 During 2013/14, the Council sold its claims against the insolvent estate 
of Landsbanki through a competitive auction process.  The proceeds of 
the sale were paid in Pounds Sterling and were received in February 
2014 so the Council is no longer a creditor of Landsbanki.

 Kaupthing Singer and Friedlander: 83.5% of the outstanding balance 
has been repaid.  85.75% recovery is anticipated in the long run.

3 Following a decision of the Icelandic Supreme Court on 25 September 2013, 
the Winding up Board of Glitnir must apply the Central Bank of Iceland’s 
official selling rates as at the date of the distribution when calculating the 
value of payments being made to Creditors in Icelandic Kroner (ISK).  
Previously, the exchange rate as at 22 April 2009 had been applied to all 
distributions made.  The impact of this decision is that there is on-going 
uncertainty in relation to the sterling value of future distributions.

4 The total amount of ISK held in escrow on behalf of Glitnir Creditors is around 
ISK 8.9bn (the equivalent of around £47m) excluding interest earned since 
March 2012.  In addition, the total amount of ISK held in escrow on behalf of 
Landsbanki Creditors is around ISK 95m (the equivalent of around £0.5m) 
excluding interest earned since December 2011.

5 The LGA, who work on behalf of the Local Authorities with Icelandic deposits, 
have discussed the potential options for converting the ISK into another 
currency and repatriating it to the UK.  To date, there has been no appetite 
amongst Creditors to actively pursue any of the options available.  

6 It is important to note that Creditors, like the Council are currently unable to 
access the escrowed ISK unless and until:

 the Central Bank of Iceland (CBI) approves the requests which have 
been made by the winding-up boards (WUBs) to exempt the escrowed 
ISK from the capital controls so that the ISK can be paid from the 
escrow accounts to each individual Creditor (i.e. into an ISK account in 
each Creditor's name) (those requests remain unanswered); or 

 the capital controls are lifted The date on which the controls will be 
lifted remains unknown but the Icelandic government has recently 
announced that it is taking steps towards that goal.  Currency auctions 
are one of those steps. 



7 The CBI periodically holds a currency auction to allow parties to:

i. purchase ISK solely for the purpose of long term investment in Iceland; 

ii. purchase Iceland treasury bonds; and 

iii. purchase EUR in exchange for ISK.  

8 The auctions are part of the CBI's strategy for an "orderly" removal of the 
capital controls.  (i.) and (ii.) above result in an inflow of foreign currency into 
Iceland. (iii.) enables holders of ISK to exchange their ISK for EUR (i.e. an 
outflow of ISK).  The part of the auction that is relevant to Local Authority 
Creditors is (iii.), the sale of ISK in exchange for EUR.  In past auctions, the 
CBI has sought to match the inflow of foreign currency with the outflow of 
foreign currency.  Given that the demand for foreign currency usually outstrips 
the supply of foreign currency in the CBI's auctions, previous auctions have 
resulted in a relatively low level of foreign currency outflow.

9 The consensus among most foreign creditors of the insolvent banks is that 
when the capital controls are ultimately lifted there is a very real risk that the 
value of the ISK will fall against other currencies.  There is uncertainty as to 
when the capital controls will be lifted, although there is speculation in recent 
Icelandic media reports that this may happen during the course of 2015.

10 The CBI is currently reviewing ways in which it can relax the capital controls in 
a way that will not negatively affect Iceland's financial stability.  Various 
commentators in Iceland have suggested that this is may involve the 
imposition of an "exit tax" (with suggestions of up to 30-40%) on creditors of 
the failed Icelandic banks.  It is not yet known which creditors might be 
affected by any such tax or how any such tax might be applied but it may be 
applied to cross-border capital movement, such as the repatriation of 
escrowed ISK.  If it is, this will have a negative impact on value of Creditors' 
escrowed ISK.

11 Currently, it is necessary to balance the possibility of finality and certainty 
which a currency auction may offer with the resultant reduced ISK sale price 
with the risks discussed in paragraph 11 above.  The factors that each 
Creditor needs to take into account when considering the sale its escrowed 
ISK will differ from Creditor to Creditor.  The Council continues to closely 
monitor the Icelandic deposits

ix. MRP Policy Statement

The Council is required to pay off an element of the accumulated General Fund 
capital spend each year (the CFR) through a revenue charge (the minimum revenue 
provision - MRP), although it is also allowed to undertake additional voluntary 
payments if required (voluntary revenue provision - VRP).  

CLG Regulations have been issued which require the full Council to approve an 
MRP Statement in advance of each year.  A variety of options are provided to 



councils, so long as there is a prudent provision.  The Council is recommended to 
approve the following MRP Statement
For capital expenditure incurred before 1 April 2008 or which in the future will be 
Supported Capital Expenditure, the MRP policy will be:

 Based on CFR – MRP will be based on the CFR (Option 2);

 From 1 April 2008 for all unsupported borrowing (including PFI and Finance 
Leases) the MRP policy will be:

 Asset Life Method – MRP will be based on the estimated life of the assets, in 
accordance with the proposed regulations (Option 3)

x. Policy on use of external advisers

The Council uses Capita as its treasury management consultants. The company 
provides a range of services which include:

 Technical support on treasury matters, capital finance issues and the 
drafting of Member reports

 Economic and interest rate analysis

 Debt services which includes advice on the timing of borrowing

 Debt rescheduling advice surrounding the existing portfolio

 Generic investment advice on interest rates, timing and investment 
instruments

 Credit ratings/market information service comprising the three main credit 
rating agencies

Whilst the advisers provide support to the internal treasury function, under current 
market rules and the CIPFA Code of Practice the final decision on treasury matters 
remains with the Council.  This service is subject to regular review.



Glossary of Terms

Authorised Limit
This is the upper limit on the level of gross external indebtedness, which must not be 
breached without council approval. It reflects the level of borrowing, which while not 
desired, could be afforded but may not be sustainable. Any breach must be reported 
to the executive decision-making body, indicating the reason for the breach and the 
corrective action undertaken or required to be taken.

Capital Financing Requirement (CFR)
The capital financing requirement (CFR) replaced the ‘credit ceiling’ measure of the 
Local Government and Housing Act 1989. It measures an authority’s underlying 
need to borrow or finance by other long-term liabilities for a capital purpose. 

It represents the amount of capital expenditure that has not yet been resourced 
absolutely, whether at the point of spend (by capital receipts, capital 
grants/contributions or from revenue income), or over the longer term (by prudent 
minimum revenue provision (MRP) or voluntary application of capital receipts for 
debt repayment etc). Alternatively it means, capital expenditure incurred but not yet 
paid for. 

Credit Default Swaps (CDS)
A credit default swap (CDS) is an agreement that the seller of the CDS will 
compensate the buyer in the event of loan default. In the event of default the buyer 
of the CDS receives compensation (usually the face value of the loan), and the seller 
of the CDS takes possession of the defaulted loan.

CDS pricing can be used as a gauge of the riskiness of corporate and sovereign 
borrowers.

Credit ratings
A credit rating evaluates the credit worthiness of an issuer of debt, specifically, debt 
issued by a business enterprise such as a corporation or a government. It is an 
evaluation made by a credit rating agency of the debt issuer’s likelihood of default.

Credit ratings are determined by credit ratings agencies. The credit rating represents 
their evaluation of qualitative and quantitative information for a company or 
government; including non-public information obtained by the credit rating agencies 
analysts.

Debt Management Account Deposit Facility (DMADF)
The Debt Management Office provides the DMADF as part of its cash management 
operations and in the context of a wider series of measures designed to support local 
authorities' cash management. 

The DMADF currently offers fixed term deposits. All deposits taken will be placed in, 
and interest paid from, the Debt Management Account. All deposits will be also 
guaranteed by HM Government and therefore have the equivalent of a sovereign 
triple-A credit rating. 



Financing Costs
An aggregation of interest charges, interest payable under finance leases and other 
long-term liabilities and MRP, net of interest and investment income.

Housing Revenue Account (HRA)
The Housing Revenue Account reflects a statutory obligation to account separately 
for local authority housing provision, as defined particularly in Schedule 4 of the 
Local Government and Housing Act 1989. It shows the major elements of housing 
revenue expenditure – maintenance, administration and rent rebates – and capital 
financing costs, and how these are met by rents, subsidy and other income.

London Inter Bank Bid Rate (LIBID)
The London Interbank Bid Rate (LIBID) is a bid rate; the rate bid by banks on 
deposits i.e. the rate at which a bank is willing to borrow from other banks.

Minimum Revenue Provision (MRP)
Statutory charge to the revenue account as an annual provision for the repayment of 
debt associated with expenditure incurred on capital assets.

Money Market Funds
Money market funds are mutual funds that invest in short-term money market 
instruments.  These funds allow investors to participate in a more diverse and high-
quality portfolio than if they were to invest individually.  

Like other mutual funds, each investor in a money market fund is considered a 
shareholder of the investment pool, or a part owner of the fund.  All investors in a 
money market fund have a claim on a pro-rata share of the fund's assets in line with 
the number of ‘shares' or ‘units' owned.

Net Revenue Stream
This is the element of a local authority’s budget to be met from government grants 
and local taxpayers.

Non-specified Investments
These are any investments which do not meet the Specified Investment criteria.  

Operational Boundary
This is the most likely, prudent view of the level of gross external indebtedness. It 
encompasses all borrowing, whether for capital or cash flow purposes.

Private Finance Initiative (PFI)
Private Finance Initiative (PFI) was introduced in the 1990s by the government to 
finance public sector projects. The main aims are to reduce public sector borrowing, 
introduce more innovative ways to provide public services and utilise private sector 
skills and experience to increase the efficiency of the public sector.

Prudential Indicators
In order to demonstrate that local authorities have fulfilled the objectives of the 
Prudential Code, it sets out a basket of indicators that must be prepared and used. 
The required indicators have to be set, as a minimum, on a three year time frame 



and are designed to support and record local decision-making, rather than be a 
means of comparing authorities. 

The purpose is to set these historic and forward looking indicators in a circular 
process and look at the indicators collectively rather than individually, in order to 
determine the impact of forward plans for capital or revenue expenditure. For some 
projects and large commitments to capital expenditure, a timeframe in excess of 
three years is advisable.

Public Works Loans Board (PWLB)
The Public Works Loan Board (PWLB) is a statutory body operating within the United 
Kingdom Debt Management Office, an Executive Agency of HM Treasury.

PWLB's function is to lend money from the National Loans Fund to local authorities 
and other prescribed bodies, and to collect the repayments.

Specified Investments
All such investments will be sterling denominated, with maturities up to maximum of 
1 year, meeting the minimum ‘high’ quality criteria where applicable.

Weighted Average Life
The average time that deposits are lent out for, weighted by principal amount.



Annex 1:  Treasury Management Practices

TMP1 Risk management

General statement
The responsible officer will design, implement and monitor all arrangements for the 
identification, management and control of treasury management risk, will report at 
least annually on the adequacy/suitability thereof, and will report, as a matter of 
urgency, the circumstances of any actual or likely difficulty in achieving the 
organisation’s objectives in this respect, all in accordance with the procedures set 
out in TMP6 Reporting requirements and management information arrangements.  In 
respect of each of the following risks, the arrangements which seek to ensure 
compliance with these objectives are set out in the schedule to this document.

[1] credit and counterparty risk management
This organisation 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 or derivative arrangements.

[2] liquidity risk management
This organisation will ensure it has adequate though not excessive cash resources, 
borrowing arrangements, overdraft or standby facilities to enable it at all times to 
have the level of funds available to it which are necessary for the achievement of its 
business/service objectives.  This organisation will only borrow in advance of need 
where there is a clear business case for doing so and will only do so for the current 
capital programme or to finance future debt maturities.

[3] interest rate risk management
This organisation will manage its exposure to fluctuations in interest rates with a view 
to containing its interest costs, or securing its interest revenues, in accordance with 
the amounts provided in its budgetary arrangements as amended in accordance with 
TMP6 Reporting requirements and management information arrangements.

It will achieve this by the prudent use of its approved instruments, methods and 
techniques, primarily to create stability and certainty of costs and revenues, but at 
the same time retaining a sufficient degree of flexibility to take advantage of 
unexpected, potentially advantageous changes in the level or structure of interest 
rates. This should be the subject to the consideration and, if required, approval of 
any policy or budgetary implications.

It will ensure that any hedging tools such as derivatives are only used for the 
management of risk and the prudent management of financial affairs and that the 
policy for the use of derivatives is clearly detailed in the annual strategy.



[4] exchange rate risk management
It will manage its exposure to fluctuations in exchange rates so as to minimise any 
detrimental impact on its budgeted income/expenditure levels.

[5] refinancing risk management
This organisation will ensure that its borrowing, private financing and partnership 
arrangements are negotiated, structured and documented, and the maturity profile of 
the monies so raised are managed, with a view to obtaining offer terms for renewal 
or refinancing, if required, which are competitive and as favourable to the 
organisation as can reasonably be achieved in the light of market conditions 
prevailing at the time.

It will actively manage its relationships with its counterparties in these transactions in 
such a manner as to secure this objective, and will avoid overreliance on any one 
source of funding if this might jeopardise achievement of the above.

[6] legal and regulatory risk management
This organisation will ensure that all of its treasury management activities comply 
with its statutory powers and regulatory requirements. It will demonstrate such 
compliance, if required to do so, to all parties with whom it deals in such activities. In 
framing its credit and counterparty policy under TMP1[1] credit and counterparty risk 
management, it will ensure that there is evidence of counterparties’ powers, authority 
and compliance in respect of the transactions they may effect with the organisation, 
particularly with regard to duty of care and fees charged.

This organisation recognises that future legislative or regulatory changes may impact 
on its treasury management activities and, so far as it is reasonably able to do so, 
will seek to minimise the risk of these impacting adversely on the organisation.

[7] fraud, error and corruption, and contingency management
This organisation will ensure that it has identified the circumstances which may 
expose it to the risk of loss through fraud, error, corruption or other eventualities in its 
treasury management dealings. Accordingly, it will employ suitable systems and 
procedures, and will maintain effective contingency management arrangements, to 
these ends.

[8] market risk management
This organisation will seek to ensure that its stated treasury management policies 
and objectives will not be compromised by adverse market fluctuations in the value 
of the principal sums it invests, and will accordingly seek to protect itself from the 
effects of such fluctuations.

TMP2 Performance measurement

This organisation is committed to the pursuit of value for money in its treasury 
management activities, and to the use of performance methodology in support of that 
aim, within the framework set out in its treasury management policy statement.



Accordingly, the treasury management function will be the subject of ongoing 
analysis of the value it adds in support of the organisation’s stated business or 
service objectives. It will be the subject of regular examination of alternative methods 
of service delivery, of the availability of fiscal or other grant or subsidy incentives, 
and of the scope for other potential improvements. 

TMP3 Decision making and analysis

This organisation will maintain full records of its treasury management decisions, and 
of the processes and practices applied in reaching those decisions, both for the 
purposes of learning from the past, and for demonstrating that reasonable steps 
were taken to ensure that all issues relevant to those decisions were taken into 
account at the time. 

TMP4 Approved instruments, methods and techniques

This organisation will undertake its treasury management activities by employing 
only those instruments, methods and techniques detailed in the schedule to this 
document, and within the limits and parameters defined in TMP1 Risk management.
Where this organisation intends to use derivative instruments for the management of 
risks, these will be limited to those set out in its annual treasury strategy. The 
organisation will seek proper advice and will consider that advice when entering into 
arrangements to use such products to ensure that it fully understands those 
products.

TMP5 Organisation, clarity and segregation of responsibilities, and dealing 
arrangements

This organisation considers it essential, for the purposes of the effective control and 
monitoring of its treasury management activities, for the reduction of the risk of fraud 
or error, and for the pursuit of optimum performance, that these activities are 
structured and managed in a fully integrated manner, and that there is at all times a 
clarity of treasury management responsibilities.

The principle on which this will be based is a clear distinction between those charged 
with setting treasury management policies and those charged with implementing and 
controlling these policies, particularly with regard to the execution and transmission 
of funds, the recording and administering of treasury management decisions, and the 
audit and review of the treasury management function.

If and when this organisation intends, as a result of lack of resources or other 
circumstances, to depart from these principles, the responsible officer will ensure 
that the reasons are properly reported in accordance with TMP6 Reporting 
requirements and management information arrangements, and the implications 
properly considered and evaluated.

The responsible officer will ensure that there are clear written statements of the 
responsibilities for each post engaged in treasury management, and the 
arrangements for absence cover. The responsible officer will also ensure that at all 



times those engaged in treasury management will follow the policies and procedures 
set out. The present arrangements are detailed in the schedule to this document.

The responsible officer will ensure there is proper documentation for all deals and 
transactions, and that procedures exist for the effective transmission of funds. 

The delegations to the responsible officer in respect of treasury management are set 
out in the schedule to this document. The responsible officer will fulfil all such 
responsibilities in accordance with the organisation’s policy statement and TMPs 
and, if a CIPFA member, the Standard of Professional Practice on Treasury 
Management.

TMP6 Reporting requirements and management information arrangements

This organisation will ensure that regular reports are prepared and considered on the 
implementation of its treasury management policies; on the effects of decisions 
taken and transactions executed in pursuit of those policies; on the implications of 
changes, particularly budgetary, resulting from regulatory, economic, market or other 
factors affecting its treasury management activities; and on the performance of the 
treasury management function.
As a minimum:

The organisation (i.e. full board/council) will receive:

 an annual report on the strategy and plan to be pursued in the coming year
 a mid-year review
 an annual report on the performance of the treasury management function, on 

the effects of the decisions taken and the transactions executed in the past 
year, and on any circumstances of non-compliance with the organisation’s 
treasury management policy statement and TMPs.

The committee/board/council will receive regular monitoring reports on treasury 
management activities and risks.

The body responsible for scrutiny, such an audit or scrutiny committee, will have 
responsibility for the scrutiny of treasury management policies and practices.

Local authorities should report the treasury management indicators as detailed in 
their sector specific guidance notes.

TMP7 Budgeting, accounting and audit arrangements

The responsible officer will prepare, and this organisation will approve and, if 
necessary, from time to time will amend, an annual budget for treasury management, 
which will bring together all of the costs involved in running the treasury 
management function, together with associated income. The matters to be included 
in the budget will at minimum be those required by statute or regulation, together 
with such information as will demonstrate compliance with TMP1 Risk management, 
TMP2 Performance measurement, and TMP4 Approved instruments, methods and 
techniques. The responsible officer will exercise effective controls over this budget, 



and will report upon and recommend any changes required in accordance with 
TMP6 Reporting requirements and management information arrangements.

This organisation will account for its treasury management activities, for decisions 
made and transactions executed, in accordance with appropriate accounting 
practices and standards, and with statutory and regulatory requirements in force for 
the time being.

TMP8 Cash and cash flow management

Unless statutory or regulatory requirements demand otherwise, all monies in the 
hands of this organisation will be under the control of the responsible officer, and will 
be aggregated for cash flow and investment management purposes. Cash flow 
projections will be prepared on a regular and timely basis, and the responsible officer 
will ensure that these are adequate for the purposes of monitoring compliance with 
TMP1[1] liquidity risk management. 

TMP9 Money laundering

This organisation is alert to the possibility that it may become the subject of an 
attempt to involve it in a transaction involving the laundering of money. Accordingly, 
it will maintain procedures for verifying and recording the identity of counterparties 
and reporting suspicions, and will ensure that staff involved in this are properly 
trained. 

TMP10 Training and qualifications

This organisation recognises the importance of ensuring that all staff involved in the 
treasury management function are fully equipped to undertake the duties and 
responsibilities allocated to them. It will therefore seek to appoint individuals who are 
both capable and experienced and will provide training for staff to enable them to 
acquire and maintain an appropriate level of expertise, knowledge and skills. The 
responsible officer will recommend and implement the necessary arrangements.

The responsible officer will ensure that board/council members tasked with treasury 
management responsibilities, including those responsible for scrutiny, have access 
to training relevant to their needs and those responsibilities.

Those charged with governance recognise their individual responsibility to ensure 
that they have the necessary skills to complete their role effectively.

TMP11 Use of external service providers

This organisation recognises that responsibility for treasury management decisions 
remains with the organisation at all times. It recognises that there may be potential 
value in employing external providers of treasury management services, in order to 
acquire access to specialist skills and resources. When it employs such service 
providers, it will ensure it does so for reasons which have been submitted to a full 
evaluation of the costs and benefits. It will also ensure that the terms of their 
appointment and the methods by which their value will be assessed are properly 



agreed and documented, and subjected to regular review. And it will ensure, where 
feasible and necessary, that a spread of service providers is used, to avoid 
overreliance on one or a small number of companies. Where services are subject to 
formal tender or re-tender arrangements, legislative requirements will always be 
observed. 

TMP12 Corporate governance

This organisation is committed to the pursuit of proper corporate governance 
throughout its businesses and services, and to establishing the principles and 
practices by which this can be achieved. Accordingly, the treasury management 
function and its activities will be undertaken with openness and transparency, 
honesty, integrity and accountability.

This organisation has adopted and has implemented the key principles of the Code. 
This, together with the other arrangements detailed in the schedule to this document, 
are considered vital to the achievement of proper corporate governance in treasury 
management, and the responsible officer will monitor and, if and when necessary, 
report upon the effectiveness of these arrangements.


