Appendix F

Treasury Management Indicators Q1 2023/24

Introduction

In February 2012 the Authority adopted the Chartered Institute of Public Finance and Accountancy’s
Treasury Management in the Public Services: Code of Practice (the CIPFA Code) which requires the
Authority to approve, as a minimum, treasury management semi-annual and annual outturn reports.

This quarterly report provides an additional update and includes the new requirement in the 2021
Code, mandatory from 1%t April 2023, of quarterly reporting of the treasury management prudential
indicators. The non-treasury prudential indicators are incorporated in the Authority’s normal
quarterly capital monitoring report.

The Authority’s treasury management strategy for 2023/24 was approved at a full Council meeting
on 24 January 2023. The Authority has borrowed and invested substantial sums of money and is
therefore 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 remains central
to the Authority’s treasury management strategy.

Treasury Management Prudential Indicators

As required by the 2021 CIPFA Treasury Management Code, the Authority monitors and measures
the following treasury management prudential indicators.

1. Liability Benchmark:

This new indicator compares the Authority’s actual existing borrowing against a liability benchmark
that has been calculated to show the lowest risk level of borrowing. The liability benchmark is an
important tool to help establish whether the Council is likely to be a long-term borrower or long-
term investor in the future, and so shape its strategic focus and decision making. It 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 of £[X]m
required to manage day-to-day cash flow.

31.3.23 31.3.24 31.3.25 31.3.26

Actual Forecast | Forecast | Forecast
Loans CFR 53,545 53,405 55,340 55,655
Less: Balance sheet resources 52,092 50,696 48,696 50,696
Net loans requirement 1,453 2,709 6,644 5,959
Plus: Liquidity allowance 10,000 10,000 10,000 10,000
Liability benchmark 11,453 12,709 16,644 15,959
Existing borrowing 30,333 19,800 19,267 18,734

Following on from the medium-term forecast above, the long-term liability benchmark assumes no
further capital expenditure funded by borrowing.

Whilst borrowing may be above the liability benchmark, strategies involving borrowing which is
significantly above the liability benchmark carry higher risk however this is all long term borrowing
held with PWLB at rates significantly below the current levels (average of 2%).



2.

Maturity Structure of Borrowing: This indicator is set to control the Authority’s exposure to

refinancing risk. The upper and lower limits on the maturity structure of all borrowing were:

e | e | 5T | conpte
Under 12 months 0% 100% 0% Yes
12 months and within 24 months 0% 100% 0% Yes
24 months and within 5 years 0% 100% 0% Yes
5 years and within 10 years 0% 100% 0% Yes
10 years and above 0% 100% 100% Yes

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.

3. 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 limits are:

2023/24 | 2024/25 | 2025/26 N(:j;it’;ed
Limit on principal invested beyond year end £16m £14m £12m £10m
Actual principal invested beyond year end £0m £0m £0m £10m
Complied? Yes Yes Yes Yes

Long-term investments with no fixed maturity date include strategic pooled funds, real estate
investment trusts and directly held equity but exclude money market funds and bank accounts with
no fixed maturity date as these are considered short-term.

Additional indicators

Liquidity: The Authority has adopted a voluntary measure of its exposure to liquidity risk by
monitoring the amount of cash available to meet unexpected payments within a monthly period,

without additional borrowing

30.6.23 2023/24 Complied?
Actual Target P )
Total cash available within 1 months £9.75m £7m Yes

For context, the changes in interest rates during the quarter were:

Bank Rate

1-year PWLB certainty rate, maturity loans
5-year PWLB certainty rate, maturity loans
10-year PWLB certainty rate, maturity loans
20-year PWLB certainty rate, maturity loans
50-year PWLB certainty rate, maturity loans

31/3/23
4.25%
4.78%
4.31%
4.33%
4.70%
4.41%

30/6/23
5.00%
6.22%
5.71%
5.25%
5.36%
4.95%

The impact of a change in interest rates is calculated on the assumption that maturing loans and
investment will be replaced at new market rates.




