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OPEN PUBLIC ITEM

Purpose

This report sets out the Council’'s Treasury Management performance for Quarter
3 of 2024/25.

Recommendation:

Council is asked to note the contents of the report and in particular the treasury
management activity undertaken in the 3 Quarter of the 2024/25 financial year
and adopt the report.

Policy Framework

The council has five corporate priorities, which are:

. An open and modern council
. A prosperous Norwich.

. A fairer Norwich.

. A climate responsive Norwich.
. A future-proof Norwich

This report supports the delivery of all these priorities.

Background

1. CIPFA (the Chartered Institute of Public Finance & Accountancy) defines
treasury management as: “The management of the local authority’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.”



2.

This report primarily reviews the council’s treasury management activity during
the first nine months of the financial year 2024/25 and reports on the
prudential indicators as required by CIPFA’s Treasury Management Code of
Practice.

The original Treasury Management Strategy (TMS) and Prudential Indicators
were reported to and approved by Council on 21 February 2024 and, as the
original decision-making body, subsequent monitoring reports should also be
considered by Full Council.

This Council has adopted the new CIPFA Code of Practice for Treasury
Management in the Public Sector and operates its treasury management
service in compliance with this Code. This requires that the prime objective of
treasury management activity is the effective management of risk, and that
borrowing activities are undertaken on a prudent, affordable and sustainable
basis.

Investment Strategy

5.

The TMS for 2024/25, which includes the Annual Investment Strategy, was
approved by the council on 21 February 2024. It sets out the Council’s
investment priorities as being:

e Security of capital.
e Liquidity of capital; followed by
e Yield.

No policy changes have been made to the investment strategy and the
Council will therefore, continue to aim to achieve the optimum return (yield) on
investments commensurate with proper levels of security and liquidity.

The Council continues to consider the broader impact of its investments and a
new element of the Treasury Management code will also require consideration
of Environmental, Social and Governance (ESG) policies in placing future
investments. Currently the Council has placed £30m in three sustainable
deposits. The deposits guarantee that the investments are referenced against
sustainable assets.

Treasury Management Third Quarter Review Report 2024/25

Due to Committee timings, it was not possible to include all the data for Quarter
3 as at 315t December. The Treasury Management Activity below shows the
actual 30" November data and a forecast 315 December position. The
forecast 31st December position will be updated verbally for the actual
December position where possible at the meeting on 71" January. Details of
the verbal update provided to Treasury Management committee for the activity
to 315t December are shown at Appendix A.

10. There were no Breaches to report in the third quarter as at 30" November

against any of the key Prudential Indicators.

11.The Council held £102m of investments as at 30 November 2024. Table 1

below shows the movement in investments for the first eight months of the
year. The balance as at 30" November reflects the normal receipt of income
and government grants towards the beginning of the year where amounts have
not yet been expended.



Table 1

12.

Investments Actual Actual Actual Estimate

31-Mar-24 30-Sep-24 | 30-Nov-24 31-Dec-24
£000 £000 £000 £000

Short term

investments:

Banks 20,000 25,000 25,000 25,000

Building Societies 0.000 0,000 0 0

Local Authorities 46,000 35,000 30,000 30,000

Cash Equivalents:

Banks 11,446 10,720 13,034 13,000

Non- UK Banks 0,000 0,000 0 0

Building Societies 0,000 0,000 0 0

Local Authorities 5,000 0,000 0 0

voney Market 6,300 25,300 33,500 35,000

unds
UK Government 0.000 0,000 0 0
Total 88,746 96,020 101,534 103,000

In setting its Treasury Management budgets the council agreed an investment
interest income budget target of £4.584m for 2024/25 (2023/24 £4.032m). The
budget target reflected the forecast interest rate environment available for short
term investments. The Link forecast interest rates as at 11" November are
shown below in Table 2. As at 30" November the return on investments has

resulted in £2.5m of actual interest being achieved by the Treasury

Management Team. Forecasts show that the actual outturn is estimated to

exceed budget.

Table 2

Link Group Interest Rate View 11.11.24

Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26 Sep-26 Dec-26 Mar-27 Jun-27 Sep-27 Dec-27

BANK RATE 4.75 4.50 4.25 4.00 4.00 3.75 3.75 3.75 3.50 3.50 3.50 3.50 3.50
3 month ave eamings 4.70 4.50 4.30 4.00 4.00 4.00 3.80 3.80 3.80 3.50 3.50 3.50 3.50
6 month ave eamings 4.70 4.40 4.20 3.90 3.90 3.90 3.80 3.80 3.80 3.50 3.50 3.50 3.50

12 month ave earnings 4.70 4.40 4.20 3.90 3.90 3.90 3.80 3.80 3.80 3.50 3.50 3.50 3.50

5yr PWLB 500 490 480 460 450 450 440 430 420 410 400 400 390
10 yr PWLB 530 510 500 480 480 470 450 450 440 430 420 420 410
25yr PWLB 560 550 540 530 520 510 500 480 480 470 460 450 4.50
50 yr PWLB 540 530 520 510 500 490 480 470 460 450 440 430 430
BALANCE SHEET POSITION

External Borrowing

13.Table 3 below shows that as at 30 November the Council had external
borrowing of £204m, of which £159m relates to the Housing Revenue Account
(HRA). In the first eight months of the year the Council has not completed any
borrowing and has repaid one loan maturity totalling £2.5m. In accordance with
the TMS, there are no proposals to borrow for the remainder of the financial
year.



Table 3

Actual Actual Actual Forecast 2024/25 Revised
to end of T™S Forecast
Q3 Forecast
Long Term Borrowing | 31-Mar-24 | 30-Sep-24 | 30-Nov-24 | 31-Dec-24 | 31-Mar-25 | 31-Mar-25
£000 £000 £000 £000 £000 £000
Public Works Loan Board 201,648 201,648 199,148 199,148 199,148 199,148
Money Market 5,000 5,000 5,000 5,000 5,000 5,000
if’r(:’dgé?r‘]’:b(grpet”a”y 133 133 133 133 127 133
Other fifancial 78 52 27 27 375 375
Corporate Bonds and
ExteFr)naI Mortgages 1 1 1 1 1 1
Total 206,870 206,844 204,319 204,319 204,661 204,667
Capital Expenditure
14.The 2024/25 capital programme budgets were approved as part of the budget
report to full Council on 21 February 2024. The 30" November revised budget
has been used in the draft 2025/26 Treasury Management Strategy.
Table 4
2024/25 2024/25 2024/25
Original Revised Revised
Budget Budget
By Qg S 24
£000 £000 £000
General Fund capital expenditure 28,652 23,186 22,916
General Fund capital loans 5,000 0 0
HRA 43,707 30,736 29,661
Capital Expenditure 77,359 53,922 52,577
Financing — Nov-23 £000
Capital receipts 1,424
Retained “one for one” RTB receipts 5,459
Major repairs reserve 21,519
Contributions and grants 16,561
Revenue contribution from earmarked reserves 503
Greater Norwich growth partnership 74
Community infrastructure levy 392
S106 1,039
Total 46,971
Borrowing need for the year 5,606
Total Financing 52,577




Capital Financing Requirement (CFR)

15.The Council’'s Capital Financing Requirement (CFR) for 2024/25 is set out
below. The CFR is the total historic outstanding capital expenditure yet to be
financed from revenue or capital resources. It is a measure of the council’s
indebtedness, and therefore its underlying borrowing need. The CFR also

includes other long-term liabilities such as finance leases.

Table 5
2024/25 2024/25
Original Revised
Estimate Estimate
TMS Nov-24
£000 £000
Opening General Fund CFR 91,298 112,112
Movement in General Fund CFR 11,706 (20,814)
Closing General Fund CFR 103,004 91,298
Movement in CFR represented by:
Borrowing need 10,669 6,228
Loan repayment (56) (57)
Less MRP and other financing adj. 1,093 1,233
Movement in General Fund CFR 11,706 7,405
Opening HRA Fund CFR 208,533 208,533
Movement in HRA CFR 0 -1
Closing HRA CFR 208,533 208,532
TOTAL CFR 311,537 307,235

Prudential Indicators relating to Borrowing Activity

16.There has been no new borrowing activity to 30" November and there are no

plans to borrow for the remainder of 2024/25.

17.Authorised Limit — This represents the legal limit beyond which borrowing is
prohibited and needs to be set and revised by 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 limit represents the CFR
(assumed fully funded by borrowing) plus a margin to accommodate any
unplanned adverse cash flow movements. This is the statutory limit determined
under section 3 (1) of the Local Government Act 2003. The authorised limit has
not been breached; Table 3 above indicates that the level of external borrowing
at 30" November 2024 was £205m, and is estimated to remain around the
same level by March 2025 and is well within the authorised limit in Table 6.

Table 6
2024/25
Prudential Indicator £000
Authorised Limit for external debt in 2024/25 TMS 341,537




18.Operational Boundary — This indicator is based on the probable external debt
during the year; it is set deliberately lower than the authorised limit. This limit
acts as an early warning indicator should borrowing be approaching the
Authorised Limit. This limit may be breached on occasion under normal
circumstances, but sustained or regular breaches should trigger a review of
borrowing levels. The operational boundary has not been breached and current
external borrowing is well below the Operational Boundary.

Table 7
2024/25
Prudential Indicator £000
Original Operational boundary for external debt in TMS 311,537

19. Liability Benchmark - CIPFA introduced the liability benchmark as a new
Prudential Indicator for 2024/25. The liability benchmark is a projection of the
amount of loan debt outstanding that the authority needs each year into the
future to fund its existing debt liabilities, planned prudential borrowing and other
cash flows. Chart 1 below shows the Benchmark if no additional borrowing is
taken over the maturity of all loans. The chart shows the Council’s existing
outstanding loan debt in the blue and grey bars bordered by the black line.
The dark blue line which shows the Loans CFR. The Orange line shows the
net outstanding loan position after deducting treasury management
investments. The red dotted line is the Liability Benchmark (Gross Loan
requirement) which is net loans plus a liquidity allowance. The liability
Benchmark is significantly below the CFR demonstrating the Councils under
borrowed and internally borrowed position.

Chart 1
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Minimum Revenue Provision Policy (MRP)

20.The Council’s MRP policy was reviewed by Link Group (the Council’s Treasury
advisors) in 2023/24 and details of the changes were reported to the Treasury
Management Committee in November 2023. There are no revisions to the
policy to report in 2024/25 up to the 3 Quarter.

Consultation

21. The report is the Quarter 3 position statement for Treasury Management
activity for 2024/25. The report was considered by the newly formed Treasury
Management Committee who noted and endorsed the report for consideration

at Cabinet and Council.
Implications

Financial and Resources

22. Any decision to reduce or increase resources or alternatively increase income
must be made within the context of the council’s stated priorities, as set out in
its Corporate Plan and Budget. This report is for information only and there are
no proposals in this report that would reduce or increase resources.

Legal

23. The Council must have regard to the provisions of the Treasury Management
code of practice when undertaking and reporting on its treasury activities. The
requirement for Council to approve its Treasury Management Strategy and to
receive reports, on its treasury management performance, are requirements of

the Code of Practice.

24. The mid-year report must set out performance against the approved Prudential

Indicators and any breaches of them.

Statutory Considerations

Consideration

Details of any implications and proposed
measures to address:

Equality and Diversity None
Health, Social and Economic Impact | None
Crime and Disorder None
Children and Adults Safeguarding None

Environmental Impact

Sustainable investment products are an area of
growth in the market. These options will be
considered where the investments are in line
with approved Treasury Management Strategy.

Security, liquidity and yield remain the
cornerstones of the Treasury Management
Strategy, and it is vital that all investments
continue to ensure the security of council funds
as a priority and remain compatible with the
risk appetite of the council and its cash flow
requirements.




Risk Management

25. Managing risk is a major part of treasury management activity. All the limits
and indicators in place to reduce the level of risk have been adhered to so that
risks are at an acceptable level as in the treasury management strategy.

Risk

Consequence

Controls Required

Future interest rate
changes can offer both
opportunity and risk.

Cashflow requirements are
know to avoid the need for
unplanned borrowing or
overdraft facilities to meet
expenses as they fall due.

Future loan interest rate
changes need to be
assessed against the
cost of borrowing and
the council’s ability to
fund expenditure from
its own cashflows
(internal borrowing).

Investment rates offer
an opportunity to
generate income in
support of council
priorities subject to the
achievement of security
and liquidity
considerations.

To mitigate the risk, we will
work closely with our treasury
advisors to review interest
rate forecasts to assess
when we should borrow.

Surplus cash for investing is
only available on a short-term
basis until required to meet
on-going or capital
expenditures.

The existence of reserves
provides some longer-term
opportunities to generate
investment returns but must
be undertaken alongside an
assessment of risk and
knowledge of the council’s
cashflow requirements.

Other Options Considered

26. No other options have been considered. The report is to inform the treasury
management committee and the council of the treasury activity for the period 1
April 2024 to 31 December 2024.

Reasons for the decision/recommendation

27. To ensure the treasury management committee and Council are kept informed
of treasury activity in line with the Financial Regulations.

Background papers: None

Appendices: Appendix A — Updated activity to 315t December 2024.

Contact Officers:
Name: Robert Mayes

Telephone number: 01603 989648 Email address: robertmayes@norwich.gov.uk

Name: Caroline Knott

Telephone number: 01603 987615 Email address: carolineknott@norwich.gov.uk

IN 4\
W TRAN

communication for all

If you would like this agenda in an alternative format,
such as a larger or smaller font, audio or Braille, or in a
different language, please contact the committee
officer above.



mailto:robertmayes@norwich.gov.uk
mailto:carolineknott@norwich.gov.uk

Appendix A — Updated activity to 315t December 2024

NORWICH
City Council

Committee Name: Treasury Management Committee
Purpose

This report sets out the Council’'s Treasury Management performance for the first
nine months of the financial year to 31 December 2024.

Background

28. This report reviews the council’s treasury management activity during the first
nine months of the financial year 2024/25

a) reports on the prudential indicators as required by CIPFA’s Treasury
Management Code of Practice.

Investment Strategy
29. The Council’s investment priorities as being:
e Security of capital.
e Liquidity of capital; followed by
e Yield.
30. No policy changes have been made to the investment strategy

31. The Council held £103m of investments as at 31 December 2024.

a) Consideration of Environmental, Social and Governance (ESG) policies has
been made whenever possible when placing investments and £30m are
currently held within ESG funds.

32.Investment interest income on track to achieve a little over budget
£4.584m for 2024/25 (2023/24 £4.032m).

This is due to the slower than expected reduction in interest rates by the MPC.

33. All investment transactions undertaken during the first nine months of 2024/25
were within the approved limits as laid out in the Annual Investment Strategy.

External Borrowing

34. External borrowing of £204.667m, £158.631m relates to the HRA.
a) Not completed any new borrowing
b) Repayment of £2.500m debt to the PWLB

c) No further repayments are scheduled the remainder of this financial year.
The next repayment of £2.500m is due July 2025 (HRA).



Future Economic forecasts

35. At the December meeting, the Monetary Policy Committee (MPC) left interest
rates unchanged at 4.75% following a rate cut in November.

a) At the previous meeting, the MPC reduced rates for the first time since the
pandemic.

b) Next MPC meeting is on 6/2/25
Interest rate forecasts
36.1t is expected that interest rates will fall back over the next year or two.
Debt Rescheduling

No debt rescheduling was undertaken during the first nine months of 2024/25.
Prudential Indicators
None of the prudential indicators have been breached

Risk Benchmarking

37. At 30 September 2024 100% of the investment portfolio was held in low risk
specified investments.

A.O.B.
Banking Contract Update

38. We can confirm that the Council was part of the tender review panel that the
banking contract has been awarded to Barclays.
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