
HAMBLETON DISTRICT COUNCIL 
 
Report To: Audit, Governance and Standards Committee 
  25 March 2015 
 
From: Director of Support Services and Deputy Chief Executive  
 
Subject: REVIEW OF ANNUAL TREASURY MANAGEMENT STRATEGY 2015/16 
 

All Wards 
______________________________________________________________________________ 
 
1.0 PURPOSE AND BACKGROUND: 
 
1.1 The purpose of this report is to give the Committee an opportunity to review the Council’s 

Treasury Management Strategy for the forthcoming financial year 2015/16. 
 
1.2 The collapse of the Icelandic banks in October 2008 highlighted the large sums of public 

money on deposit with financial institutions outside as well as inside the UK.  A total of 127 
local authorities had investments totalling £954m in one or more of the Icelandic banks 
(Hambleton was not one of them). 

 
1.3 Following the collapse and in accordance with the Audit Commission’s recommendations in 

their subsequent report “Risk and Return – English local authorities and the Icelandic 
banks” Cabinet agreed that the Council’s Annual Treasury Management Strategy should be 
subject to Member scrutiny and that the scrutiny be fulfilled by the Audit and Governance 
Committee.  This scrutiny role is now within the Committee’s terms of reference. 

 
1.4 Attached as Annex  ‘A’ is the "2015/16 Capital Programme Budget, Treasury Management 

Strategy Statement and Prudential Indicators 2015/16" report which was approved by 
Cabinet at its meeting on 10 February 2015. 

 
1.5 Paragraph 4.3 of the Cabinet report summarises the proposed strategy for 2015/16 as:- 
 

 The Council’s Capital Financing Requirement and the potential need to borrow only in 
relation to the loan to Broadacres Housing Association; 

 
 The minimum revenue provision policy is defined detaining the minimum revenue 

payments that are required to be made for the borrowing in relation to the Broadacres 
loan; 

 
 The Council continues with its investment priority as being the security of capital and 

also liquidity of its funds, whilst maximising returns commensurate with risk; 
 
 Investment of surplus funds can be made to other Local Authorities, nationalised 

Banks, Banks which are part of the UK banking system support package, as well as 
other UK Banks and Building Societies, subject to the application of Capita Asset 
Services’ credit worthiness criteria; 

 
 Investments of surplus funds can be made in foreign Banks and institutions of AA 

sovereign rated countries subject to Capita Asset Services’  credit worthiness criteria; 
 

 
 Limits for all investments to be placed with specified and non specified investments 

are: 



 
Individual Limits – These limits will be set at 30% of total investments or £3.0m per 
counterparty whichever is the higher.  There are two exceptions to this policy: 
 

(a) with counterparties that are backed by the Government – Bank of Scotland, 
Royal Bank of Scotland, Lloyds, Natwest, Ulster Bank – (and therefore are more 
secure) there will be a 50% limit or £12m per counterparty whichever is the 
higher. 

 
(b) with the Debt Management Agency Deposit there will be an unlimited amount 

with this organisation due to its high level of security.   
 

It should be noted that it is expected during 2015/16, that the status of the current 
counterparties backed by the Government in (a) above may change.  If this occurs a 
report will be brought to Cabinet at the earliest opportunity with the revised limits. 

 
Group Limits – this policy recognises that individual counterparties (banks/financial 
institutions etc), whilst being sound in themselves, may be part of a larger group.  
This brings with it added risks where parent institutions may be in difficulties.  
However, if the group limit was the same as the individual limit it would be too 
restrictive for the placing of investments when applied to our list of approved 
counterparties. This policy therefore sets the group limit at 60% of fund value.  
Individual limits for any counterparty within the group will be as stated above.  There 
is one exception to this policy  
 
(a)  where the group is for Government backed institutions the group limit will be 80% 

of the fund value.  
 

2.0 RISK MANAGEMENT: 
 
2.1 There are no risks associated with approval of this report.  The report will ensure that the 

Committee fulfils its terms of reference and more importantly scrutinises a key policy of the 
Council. 

 
2.2 The risk of not approving the report is that the Council has an inappropriate Treasury 

Management Strategy and that funds may be put at risk or returns on investments are 
reduced. 

 
 
3.0 RECOMMENDATION: 
 
3.1 It is recommended that Members review the Council’s Treasury Management Strategy for 

2015/16 and make any appropriate recommendations to Cabinet. 
 
JUSTIN IVES 
 
Background papers:  None  
Author ref:   JI 
Contact:   Justin Ives  
    Director of Support Services and Deputy Chief Executive 
    Direct Line No: (01609) 767022 
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