
NORTH DEVON COUNCIL 
 

COUNCIL: 20TH NOVEMBER 2019 
 

PERFORMANCE AND FINANCIAL MANAGEMENT QUARTER 2 OF 
2019/20 
 

MINUTE EXTRACT OF THE POLICY DEVELOPMENT COMMITTEE HELD ON 
14TH NOVEMBER 2019 IN RESPECT OF ITEM 16(A) ON THE COUNCIL 

AGENDA 
 
 
24 TREASURY MANAGEMENT STRATEGY AND ANNUAL 

INVESTMENT STRATEGY MID-YEAR TREASURY MANAGEMENT 
REVIEW 2019/20 

 
The Committee considered a report to the Strategy and Resources Committee on  
4th November 2019 by the Chief Financial Officer regarding the Treasury  
Management Strategy Statement and Annual Investment Strategy Mid-Year Review  
Report 2019/20. 
 
The Exchequer Manager highlighted the following points to the Committee:  
 

 The Treasury Management Strategy Statement (TMSS) for 2019/20 was 
approved by Full Council on 25th February 2019.  

 The TMSS approved previously required revision in the light of economic and 
operational movements during the year. He outlined the proposed changes, 
which were as follows:  

 
 The Capital Financing Requirement had reduced from £6.44m to 

£5.462m.  

 The Authorised Borrowing limit had increased from £11m to £22.5m.  

 The Maturity Structure of Debt over 10 years had increased from 50% 
to 90%.  

 

 The Council’s Capital (Prudential Indicators), which outlined the Prudential 
Indicator for Capital Expenditure together with the changes to financing of the 
Capital Programme.  

 The Changes to the Prudential Indicators for the Capital Financing  

Requirement, External Debt and the Operational Boundary.  

 The limits to Borrowing Activity, which had a revised indicator for the 
authorised limit for external debt of £22.5m.  

 The Council held £18.6m of investments as at 30 September 2019 (£8.56m at 
31st March 2019) and the investment portfolio yield for the first six months of 
the year was 0.70% against the benchmark 7 day LIBID of 0.57%.  
 

 



 The Council’s budgeted investment return for 2019/20 was £70,000. As at 
30th September 2019 £62,203 investment interest was earned in the half-year 
period.  

 The Council’s Capital Financing Requirement (CFR) for 2019/20 was £5.46m. 
The CFR denotes the Council’s underlying need to borrow for capital 
purposes. If the CFR was positive the Council may borrow from the Public 
Works Loan Board (PWLB), or the market (external borrowing), or from 
internal balances on a temporary basis (internal borrowing). The balance of 
external and internal borrowing was generally driven by market conditions.  

 At present, the Council had projected total external borrowing of £1.25m and 
utilising £4.21m of cash flow funds in lieu of borrowing. This was a prudent 
and cost effective approach in the current economic climate but would require 
ongoing monitoring of economic conditions.  

 During October 2019, HM Treasury announced, with immediate effect, that it 
was increasing the margin that applies to new loans from the PWLB by 
100bps (one percent) on top of usual lending terms. This was in part due to 
some local authorities substantially increasing their use of the PWLB in recent 
months, as the cost of borrowing had fallen to record lows. This had 
effectively restored interest rates to the levels available in 2018.  

 

RESOLVED that, the recommendations of the Strategy and Resources 
Committee be endorsed. 

 


