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Treasury Management (TM)
• The Local Government Act 2003 and supporting regulations require the 

Council to ‘have regard to’ the CIPFA Prudential Code and Treasury 
Management Code of Practice, and to set out indicators to ensure that the 
Council’s capital investment plans are affordable, prudent and sustainable.

• CIPFA define Treasury Management as the:
‘management of the organisation’s borrowing, investments and cash flows, 
including 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.’

• ‘The Treasury Management Strategy is approved annually by Full Council

• Performance is reported to Cabinet / Full Council and Scrutiny Panel
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Treasury Management
The Strategy report covers six elements
•  Treasury Management Strategy 

• Summaries in strategic terms the approach the council will take in performing its treasury 
management activities

• Annual Investment Strategy
• Sets out the conditions under which the council will place investments 

• Prudential and Treasury Management Indicators
• Lists the prudential  and treasury management indicators

• Minimum Revenue Provision (MRP) Statement
• Details the formula used for calculating MRP 

• Certainty Rate
• This enables the council to access cheaper borrowing rates of 20 basis points below the 

standard rate 
• Treasury Management Policy Statement and Practices 

• Policy statement and practices as required by the CIPFA Code of Practice on TM
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Treasury Management
• Local authorities undertake borrowing to fund the capital programme
• Capital plans provide a guide to the borrowing need of the Council 
• The capital programme is also funded by: 

• Grants
• Capital receipts – from asset disposals
• Other contributions

• Borrowing requirements are then detailed in the Treasury Management Strategy  
• We have statutory duty to determine and keep under review how much we can afford 

to borrow.
• Our strategy is to use cash balances to fund capital expenditure to avoid the need for 

borrowing - this is called internal borrowing
• The Prudential Code requires authorities to set and observe a range of prudential 

indicators to monitor the use of borrowing
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Reminder of the changes to the Codes
• December 2021, CIPFA published changes to the Treasury Management Code of 

Practice and Prudential Code. 

• We reported in January 2022 that we are working through the changes and the impact 
on our Strategy along with the timing of the introduction of these changes.

• It introduces strengthened requirements for skills and training and for investments that 
are not specifically for treasury management purposes.

wolverhampton.gov.uk



Reminder of the changes to the Codes
• Some of the changes were:

• Need to report on and clearly distinguish investments for Treasury Management, Services 
and Commercial  - we do this.

• Requirement to report on indicators quarterly –no impact as we were already doing this

• Revisions to the prudential indicators – PI7 introduced in 2022-2023.  Currently reviewing 
other suggested indicators for April 2023. 

• Knowledge and Skills policy for Officers and Councillors - will incorporate into the Strategy 
from April 2023.

• Environmental, Social and Governance Risk Management – will be incorporated into the 
Strategy from April 2023
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Borrowing 
• Local authorities must not borrow to invest primarily for financial return

• The code also states it is not prudent for local authorities to make any investment or 
spending decision that will increase the capital financing requirement, and so may lead 
to new borrowing, unless directly and primarily related to the functions of the authority 
and where any financial returns are either related to the financial viability of the project 
in question or otherwise incidental to the primary purpose.
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Borrowing 
• Authorities can borrow and invest the following purposes:

• Financing capital expenditure primarily related to the delivery of a local authority’s functions 
(subject to the considerations set out in the code)

• Temporary management of cash flow within the context of a balanced budget

• Securing affordability by removing exposure to future interest rate rises

• Refinancing current borrowing, including adjusting levels of internal borrowing, to manage 
risk, reduce costs or reflect changing cash flow circumstances

• Other treasury management activity that seeks to prudently mange treasury risks without 
borrowing primarily to invest for financial return 
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Public Works Loans Board (PWLB) – Lending Terms 
• Local authorities are required to submit a high level description of their capital 

spending and financing plans including the expected use of PWLB 

• Plans need to include a breakdown of expenditure under the following categories
• Service Spending – activity on areas such as education, highways & transport, social care, 

public health, cultural & related services, environmental & regulatory services, central 
services

• Housing – General Fund and HRA
• Regeneration – to address economic or social market failure, developing an asset, 

generating additional activity (e.g. job creation)
• Prevention Action – intervention prevents a negative outcome (e.g. assets that would 

otherwise fall into disrepair, or supporting economic activity which would otherwise cease)
• Treasury Management – refinancing or extending existing debt.
• Debt for yield – buying land / buildings to let out at market rates, or continue to operate on 

a commercial basis without any additional investment 
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City of Wolverhampton Investments
• Section 151 Officer required to confirm that there is no intention to buy investment 

assets primarily for yield purposes.

• Wolverhampton has the following investments:

• Treasury Management short term cash investments – we do not hold any long term 
investments

• Investment in the Airport 
• Investments in Help to Own 
• Investment  and loans to WV Living 
• Capital expenditure in line with Council priorities (investment in our assets)
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Prudential Indicators



Prudential Indicators 
 

• Updated forecasts are reported during the year
• Capital Programme report will show detailed list of projects 
• Includes all financing requirements – borrowing, grants, capital receipts etc



Prudential Indicators 
 

• Updated forecasts are reported during the year
• Shows the underlying need to borrow but we don’t always borrow up to this level.



Prudential Indicators 
 

• Sets the authorised limits for external debt
• Actual debt is updated at the time of reporting 
• Shows if we are under or over our authorised limit



Prudential Indicators 
 

• As per the previous indicator – but without the headroom



Prudential Indicators 
 



Prudential Indicators 

• Part of Code changes  - we implemented this indicator in 2022-2023
• Looks at assets that generate an income –e.g. i9,i10, i11.
• Demonstrates the exposure of the council on loss of income from these investments



Any Questions? 
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