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TREASURY MANAGEMENT

MID-YEAR REPORT 2017/18

Councillor Janette Williamson (Cabinet Member for Finance and Income 
Generation) said:

‘The success of the Council is reliant upon the effective management of all of our 
resources. The approach to Treasury Management is a key element and our 
proactive and risk aware approach has delivered significant financial benefits in 
recent years.

This has continued this year with Treasury Management projected to deliver a cash 
benefit of £6.1 million during 2017/18 with £4 million of this recurring in future years.

Achieving savings of such significant levels provides huge support to the front-line 
services residents rely on. We are able to achieve these savings from making 
business decisions regarding borrowing and investments to take advantage of 
commercial and funding opportunities alongside the security, liquidity and return on 
any investments.’.

REPORT SUMMARY

The Authority’s treasury management activity is underpinned by CIPFA’s Code of 
Practice on Treasury Management (“the Code”), which requires the production of 
annual Prudential Indicators and a Treasury Management Strategy Statement on 
likely financing and investment activity. The Code also recommends that Members 
are informed of treasury management activities at least twice a year.



This report fulfils the Authority’s legal obligation under the Local Government Act 
2003 to have regard to both the CIPFA Code and the Department for Communities 
and Local Government (CLG) Investment Guidance.

Proactive Treasury Management activity has resulted in:-

a) Estimated one-off savings in 2017/18 of a minimum of £2 million from reduced 
interest payments and management of the Authority’s Capital Financing. This 
has been reflected in the Revenue Monitoring (Quarter 2) Report to Cabinet 

b) A further saving of £4.1 million being generated in 2017/18 as a result of 
revising the Council’s Minimum Revenue Provision (MRP) Policy. This saving 
will be recurring on an annually reducing basis over a 17 year period. Subject 
to Council approval of the policy change the impact of this will be reported in 
the Revenue Monitoring (Quarter 3) report to Cabinet.

This matter affects all Wards within the Borough.

The decisions in this report are key decisions.

RECOMMENDATIONS

1 That the Treasury Management Mid-Year Report for 2017/18 be agreed.

2 That Cabinet endorse the revision to the Council’s Minimum Revenue 
Provision (MRP) Policy in selecting the annuity method within ‘Option 3 Asset 
Life’ for calculating the MRP and that this be referred to Council for approval.

3 That the estimated saving of £2 million from Treasury Management activities 
in 2017/18 be noted.

4 That the additional saving of £4.1 million from the revision to the Treasury 
Management Minimum Revenue Provision (MRP) Policy in 2017/18 be noted.

5 That the revised Authorised Signatory List relating to Treasury Management 
activity be approved.



SUPPORTING INFORMATION

1.0 REASONS FOR RECOMMENDATIONS

1.1 Wirral has adopted the CIPFA Code of Practice on Treasury Management 
(“the Code”), which includes regular update reports to Members of treasury 
activity. This report is the mid-year review for 2017/18.

1.2 Under the Council Financial Regulations any surplus resources are returned 
to balances and so used to support the delivery of other Council services.

2.0 OTHER OPTIONS CONSIDERED

2.1 No other options have been considered.

3.0 BACKGROUND INFORMATION

3.1 Treasury management is defined by CIPFA as: “The management of the local 
authority investments and cash flows, 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.”

3.2 Cabinet approves the Treasury Management Strategy at the start of each 
financial year. This identifies how it is proposed to finance capital expenditure, 
borrow and invest in the light of capital spending requirements, the interest 
rate forecasts and the expected economic conditions. The Authority is able to 
borrow and/or invest 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 are therefore central to the Authority’s treasury management strategy. 
During the year Cabinet receives a mid-year report on treasury management 
activities and at the end of each financial year an Annual Report.

3.3 A narrative regarding the economic background to this report is included as 
Appendix 1.

THE COUNCIL TREASURY POSITION

3.4 The table shows how the position has changed since 31 March 2017.



Table 1: Summary of Treasury Position

Balance 
31 Mar 17 

(£m)

Maturities 
(£m)

Additions 
(£m)

Balance 
30 Sep 17 

(£m)
Investments 52 (237) 235 50
Loans - Short Term Cashflow (28) 243 (262) (47)
Loans - Capital Financing (191) 4 0 (187)
Other Long-Term Liabilites (48) 1 0 (47)
Net Debt (215) 11 (27) (231)

3.5 The increase in Net Debt is the result of taking on additional short term 
borrowing to fund temporary cashflow requirements. This has enabled 
savings to be realised by delaying the taking out of more expensive longer 
term borrowing and providing opportunities to maximise other returns from 
other funding options.

INVESTMENT ACTIVITY

3.6 Both the CIPFA and the CLG’s Investment Guidance require the Authority to 
invest prudently and have regard to the security and liquidity of investments 
before seeking the optimum yield. These investments arise from a number of 
sources including General Fund Balances, Reserves and Provisions, grants 
received in advance of expenditure, money borrowed in advance of capital 
expenditure, Schools’ Balances and daily cashflow / working capital.

3.7 Table 2: Investment Profile

Investments with: 31 Mar 17 
£m

30 Jun 17 
£m

30 Sep 17 
£m

UK Banks 12 7 4
Non-UK Banks 11 11 13
UK Building Societies 1 2 2
Money Market Funds 25 21 14
Community Interest Companies 1 1 1
Pooled Funds 2 8 8
Other Local Authorities 0 8 8
TOTAL 52 58 50

At 30 September 2017 the Council held investments of £50 million. The table 
shows the level of investment increasing from £52 million at 31 March 2017 to 
£58 million at 30 June 2017 due to the receipts for 2017/18 funding being 
received in advance. The level then reduced to £50 million as these funds 
were utilised.



3.8 The table below shows approximately where the investments came from.

Table 3: Investment Sources

Usable Reserves
31 Mar 17 

£m
30 Jun 17 

£m
30 Sep 17 

£m

General Fund 26 9 12
Earmarked Reserves 55 55 51
Capital Receipts Reserve 5 6 7
Capital Grants Unapplied 15 22 26

101 92 96
Internal Borrowing in lieu of 
External Borrowing (49) (34) (46)
Reserves Invested 52 58 50

3.9 With short-term investment interest rates having remained at historic low 
levels, it is more cost effective in the short-term to use internal resources, 
rather than undertake longer term external borrowing. By doing so, the 
Authority is able to reduce net borrowing costs despite foregone investment 
income and also reduce overall treasury risk. Whilst such a strategy is most 
likely to be beneficial over the short term, internal resources are reducing and 
it is unlikely that such a policy can be sustained long term. The benefits of 
internal borrowing are monitored regularly against the potential for incurring 
additional costs by deferring borrowing into future years, when long-term 
borrowing rates are forecast to eventually rise.

3.10 Security of capital remains the main investment objective. This is maintained 
by following the counterparty policy set out in the Treasury Management 
Strategy Statement for 2017/18 which defined “high credit quality” 
organisations as those having a long-term credit rating of A- or higher that are 
domiciled in the UK or a foreign country with a sovereign rating of AA+ or 
higher.

3.11 Counterparty credit quality is assessed and monitored with reference to credit 
ratings (the Authority’s minimum long-term counterparty rating for 2017/18 is 
A- across rating agencies Fitch, S&P and Moody’s); Credit Default Swap 
(CDS) prices, financial statements, information on potential government 
support and reports in the quality financial press.

3.12 The chart shows the credit composition of the Council’s investment portfolio 
as at 30 September 2017:



Chart 1: Investment Portfolio – Credit Components

Note: ‘Unrated’ institutions are Building Societies that despite the absence of 
a formal rating, are deemed credit worthy due to analysis of their performance 
over a variety of credit metrics. These institutions are subject to a lower 
counterparty limit than those with formal credit ratings.

3.13 Investments with banks and building societies were primarily call accounts 
and fixed-rate term deposits.  The maximum duration of any new investment 
was constantly reviewed in line with the prevailing credit outlook during the 
year as well as market conditions.

3.14 In keeping with the DCLG Guidance on Investments, the Council maintained a 
sufficient level of liquidity through the use of Money Market Funds and the use 
of call accounts.

3.15 For diversification purposes the Treasury Management team invest in a 
variety of counterparties and financial instruments to help mitigate 
counterparty and liquidity risks. A summary of the instruments invested in 
follows:



Chart 2: Investment Portfolio – Financial Instruments

3.16 There were a few credit rating changes during the first six months. The 
significant change was the downgrade by Moody’s to the UK sovereign rating 
in September 2017 from Aa1 to Aa2 which resulted in subsequent 
downgrades to sub-sovereign entities including local authorities.

3.17 Ring-fencing, which requires the larger UK banks to separate their core retail 
banking activity from the rest of their business, is expected to be implemented 
within the next year. In May, following Arlingclose’s advice, the Authority 
reduced the maximum duration of unsecured investments with Bank of 
Scotland, HSBC Bank and Lloyds Bank from 13 months to 6 months as until 
banks’ new structures are finally determined and published, the different credit 
risks of the ‘retail’ and ‘investment’ banks cannot be known for certain.

3.18 The new EU regulations for Money Market Funds (MMFs) were finally 
approved and published in July and existing funds will have to be compliant 
by no later than 21 January 2019.  The key features include Low Volatility Net 
Asset Value (LVNAV) Money Market Funds which will be permitted to 
maintain a constant dealing Net Asset Value, providing they meet strict new 
criteria and minimum liquidity requirements. Currently the MMFs that the 
Council invests in have Constant Net Asset Values, which means if you invest 
£1 into the Fund you receive £1 back when you come to redeem the money. 
MMFs will not be prohibited from having an external fund rating (as had been 
suggested in draft regulations). Arlingclose expects most of the short-term 
MMFs it recommends to convert to the LVNAV structure and awaits 
confirmation from each Fund.



3.19 The budget for investment income is £560,000 but achievable income will be 
in the region of £200,000. This reduction in investment income is attributable 
to the deliberate decision to reduce borrowing costs rather than chasing the 
income target as overall this currently provides greater financial benefit to the 
Council. This policy is attributable to two key factors:

a) Low interest rates offered for investments and
b) The continuing policy of relying on internal borrowing to temporarily fund 

and thereby delay borrowing for the capital programme, which reduces 
balances available to put into investments but generates larger savings in 
interest incurred.

3.20 The UK Bank Rate remained at a historic low of 0.25%. The average return 
on investments at the end of September was 0.4%, with the portfolio invested 
in secure counterparties with a good level of liquidity. However this does not 
reflect the savings of an estimated 2.5% on delayed borrowing for amounts 
internally borrowed.

3.21 In terms of enhancing the interest return we are in the process of opening 
further ‘External Pooled Funds’ with a view to increasing investment duration 
for a section of the portfolio. Investment in this type of fund is subject to more 
volatility compared to traditional terms deposits, however with support from 
our Treasury Advisor the specific funds have been chosen due to their 
relatively low volatility. This longer duration is to smooth out any potential 
drops in the market of that particular asset and should result in a 
commensurate interest rate increase, with the funds concerned generating a 
return of approximately 4 - 10% over the past five years. Pooling funds in 
such a way and the resultant diverse pool of assets is a less risky way of 
gaining access to different investment sectors, such as bond markets, equities 
and property without taking on the additional risks if the Council were the sole 
holders of such assets.

3.22 The return on investments, along with our policy of internally borrowing, 
reflects prevailing market conditions and the objective of optimising returns 
commensurate with the overriding principles of security and liquidity.

BORROWING AND DEBT MANAGEMENT

3.23 The Council undertakes borrowing to fund capital expenditure. As explained in 
paragraph 3.13, the use of internal resources in lieu of borrowing, in the main, 
continues to be the most cost effective means of funding capital expenditure. 
As short-term investment interest rates have remained, and are likely to 
remain at least over the immediate future, lower than long-term borrowing 
rates, the Authority determined it was more cost effective in the short-term to 
use internal resources instead. 



3.24 The use of internal borrowing will not be sustainable over the medium term. 
Elements of the Capital Programme will ultimately require funding via 
borrowing from external sources. Also as Reserves are called upon the 
resources temporarily available to use in lieu of external borrowing diminish, 
meaning the Council will reach a point when it is no longer possible to delay 
borrowing any further. To reiterate internal borrowing does not remove the 
need to externally borrow, it merely delays incurring the debt and 
consequently the financing costs.

3.25 The decision to continue to use internal resources in lieu of borrowing for 
capital purposes, thereby reducing borrowing costs will generate savings in 
2017/18 of £2 million whilst complying with the Regulations. In future years, 
as cash flows diminish through use of reserve and/or interest rates rise, 
external borrowing will have to increase. The Treasury Management team will 
continue to proactively manage the Authority’s cash flow to delay external 
borrowing for as long as is possible and prudent to generate savings.

3.26 With external borrowing reducing, the annual cost of financing this debt has 
also fallen year on year, generating savings, as illustrated below. These cost 
reductions, the deferral of further borrowing costs through internal borrowing 
and policy amendments has provided substantial one-off savings to the 
Council:

Table 4: Debt Costs and Savings Achieved

Year Capital Financing 
Loans

£m

Annual
Interest Costs

£m

Contribution to
General Fund

£m
2011/12 264.4 10.9 3.0
2012/13 247.1 10.5 3.7
2013/14 216.9 9.8 2.0
2014/15 203.9 9.4 2.0
2015/16 199.1 9.2 4.0
2016/17 190.6 9.1 9.4

Total 24.1

Note 1 – The balance of Capital Financing Loans shown above includes a 
debt portfolio that is attributable to not only Wirral but to several neighbouring 
Local Authorities regarding the former Merseyside County Council, which is 
known as the Merseyside Residual Debt Fund (MRDF).
Note 2 – As at 31 March 2017 the £191 million included £39 million of MRDF 
debt and as at 30 September 2017 the £187 million included £36 million of 
MRDF debt so the Wirral element was £152 million and £151 million 
respectively.



3.27 The in-year contributions to the General Fund in 2017/18 of £2 million follow 
previous year savings made by Treasury Management.

3.28 Borrowing options and the timing of such borrowing will continue to be 
assessed in conjunction with the Council’s treasury advisor.

3.29 The Public Works Loans Board (PWLB) remains the Council’s preferred 
source of longer term borrowing given the transparency and control that its 
facilities continue to provide.

3.30 Temporary, short dated loans, predominantly from other local authorities 
remain affordable and attractive for periods of low cash flow, with rates 
available between 0.2% and 0.4%.

3.31 Other Long-Term Liabilities include the schools Private Finance Initiative (PFI) 
scheme and finance leases used to purchase vehicles plant and equipment. 
Under International Financial Reporting Standards (IFRS) these are shown on 
the Balance Sheet as a Financial Liability and therefore need to be 
considered within any Treasury Management decision making process.

3.32 The Council has not entered into any new lease agreements during 2017/18.

3.33 The table shows Council debt at 30 September 2017:

Table 5: Council Debt at 30 September 2017

Debt
Balance 31 

Mar 17 
(£m)

 Maturities 
(£m)

Additions 
(£m)

Balance 
30 Sep 17 

(£m)
Borrowings
PWLB (31) 4 0 (27)
Market Loans (158) 0 0 (158)
Temporary Cashflow Loans (28) 243 (262) (47)
Interest Free Loans (2) 0 0 (2)
Other Long Term Liabilities (48) 1 0 (47)
TOTAL (267) 248 (262) (281)
As noted in point 3.9, the increase in debt is in relation to the use of short term 
cashflow loans.



Minimum Revenue Provision (MRP)

3.34 Where the Authority finances capital expenditure by debt, it must put aside 
resources to repay that debt in later years.  The amount charged to the 
revenue budget for the repayment of debt is known as Minimum Revenue 
Provision (MRP). Although there has been no statutory minimum since 2008, 
the Local Government Act 2003 requires the Authority to have regard to the 
Department for Communities and Local Government’s Guidance (DCLG) on 
Minimum Revenue Provision, most recently issued in 2012.

3.35 The broad aim of the DCLG Guidance is to ensure that debt is repaid over a 
period that is either reasonably commensurate with that over which the capital 
expenditure provides benefits, or, in the case of borrowing supported by 
Government Revenue Support Grant, reasonably commensurate with the 
period implicit in the determination of that grant. DCLG prescribe various 
options to calculate this repayment provision.

3.36 The 2017/18 Treasury Management Strategy (Cabinet 20 February 2017) 
agreed the use of Option 1: Regulatory Method for calculating MRP for assets 
funded from supported borrowing:

For capital expenditure incurred before 1st April 2008, and for supported 
capital expenditure incurred on or after that date, MRP will be determined in 
accordance with the former regulations that applied on 31st March 2008, 
incorporating an “Adjustment A” of £11.5 million. (Option 1 in England & 
Wales).

3.37 The system of local government finance has changed considerably since 
2008, when this method of calculation was considered appropriate. 
Government support for this historic capital expenditure was funded via the 
Revenue Support Grant. Wirral no longer receives this grant.

3.38 This Regulatory Method of calculation is a reducing balance calculation, it that 
the charge to revenue reduces each year. However, included within the 
calculation is the use of ‘Adjustment A’ which in effect is never repaid, 
meaning there would always be an outstanding liability. The value of 
Adjustment A for Wirral is £11.5 million.

3.39 As the Council is free to determine its own calculation method for a prudent 
provision, it is now proposed that it would be appropriate, reasonable and 
affordable to amend this calculation to ensure that the historic liability is repaid 
entirely.

3.40 The 2016/17 Treasury Management Mid-Year Report (Cabinet 7 November 
2017) amended the MRP policy in respect of ‘unsupported’ Capital 
expenditure, resulting in a one-off in year saving of £7 million as well as 
ongoing savings. This was achieved by adopting DCLG’s ‘Option 3: Asset 
Life’ method of calculation, specifically a sub-option of Option 3 which is the 
“Annuity Method”.



3.41 At the time of revising the MRP policy in respect of ‘unsupported capital 
expenditure’ last year, a change in respect of the Council’s historic ‘supported 
borrowing’ element of the MRP policy was not deemed possible. There were a 
number of technical issues regarding the identification of historic records and 
development of rationale to support the revised policy which required 
resolving. Further work and in depth analysis undertaken during the year has 
led to a solution that can be applied to his area resulting in the proposal to 
modify the calculation method.

3.42 The “Annuity Method”, as applied to the ‘unsupported borrowing, MRP, 
produces a profile of principal repayments which starts low and increases 
each year reflecting the time value of money i.e. £1 in year 1 will have more 
purchasing power than to £1 in year 10. Adoption of this method would 
release a one off amount £4.1 million in 2017/18 for MRP. There would also 
be an ongoing saving in future years on a reducing basis which would be £3.8 
million in 2018/19 before gradually rising to above the current repayment 
schedule in approximately 18 years’ time. To be clear this recalculation does 
not reduce the totally liability, it re-profiles the repayments made from 
revenue. Appendix 3 illustrates the revised MRP repayment schedule (subject 
to ratification).

3.43 A number of authorities including others on Merseyside are currently 
calculating MRP using both methods within Option 3 for their historic, 
supported borrowing.

REGULATORY UPDATES

Markets in Financial Instruments Directive (MiFID II)

3.44 Local authorities are currently treated by regulated financial services firms as 
professional clients. But from 3 January 2018, as a result of the second 
Markets in Financial Instruments Directive (MiFID II), local authorities will be 
treated as retail clients who can “opt up” to be professional clients, providing 
that they meet certain criteria. 

3.45 The main additional protection for retail clients is a duty on the firm to ensure 
that the investment is “suitable” for the client. However, local authorities are 
not protected by the Financial Services Compensation Scheme nor are they 
eligible to complain to the Financial Ombudsman Service whether they are 
retail or professional clients.  It is also likely that retail clients will face an 
increased cost and potentially restricted access to certain products including 
money market funds, pooled funds, treasury bills, bonds, shares and to 
financial advice. The Authority has declined to opt down to retail client status 
in the past as the costs were thought to outweigh the benefits.



3.46 The Authority meets the conditions to opt up to professional status and 
intends to do so in order to maintain their current MiFID status. Indications 
from our Treasury Advisors is that the vast majority of Councils will also be 
choosing to opt for Professional status.

CIPFA Consultation on Prudential and Treasury Management Codes

3.47 CIPFA canvassed views on the relevance, adoption and practical application 
of the Treasury Management and Prudential Codes, with a deadline for 
responses of 30 September 2017 which the Council complied with.

3.48 The proposed changes to the Prudential Code include the production of a new 
high-level Capital Strategy report to full Council which will cover the basics of 
the Capital Programme and Treasury Management. There would be a 
requirement to demonstrate to Council that capital decisions are taken in line 
with service objectives. Property acquisition and investment is an area which 
CIPFA has identified as requiring tighter guidelines and increased governance 
requirements to ensure secure stewardship of public funds, value for money, 
prudence, sustainability and affordability. These principles should not be 
neglected for pure commercialisation.

3.49 Amongst the proposed changes to the Treasury Management Code is the 
potential for non-treasury investments such as commercial investments in 
properties to be included in the definition of “investments” as well as loans 
made or shares brought for service purposes.

3.50 CIPFA intends to publish the two revised Codes towards the end of 2017 for 
implementation in 2018/19, although CIPFA plans to put transitional 
arrangements in place for reports that are required to be approved before the 
start of the 2018/19 financial year. The DCLG and CIPFA wish to have a more 
rigorous framework in place for the treatment of commercial investments as 
soon as is practical.

COMPLIANCE WITH PRUDENTIAL INDICATORS

3.51 The introduction of the Prudential Code in 2004 gave Local Authorities greater 
freedom in making capital strategy decisions. The prudential indicators allow 
the Council to establish prudence and affordability within the Capital Strategy. 
The indicators as shown in Appendix 2 demonstrate that the treasury 
management decisions are in line with the Strategy, being prudent and 
affordable.

AUTHORISED SIGNATORY LIST

3.52 Since the Treasury Management Strategy Statement was approved in 
February 2017 the Director of Finance & Investments and a Senior Manager 
for Income Strategy & Policy have been appointed. In light of these additions 
it is recommended that the Authorised Signatory List be amended to include 
these officers (Appendix 4).



4.0 FINANCIAL IMPLICATIONS

4.1 In the financial year 2017/18 proactive treasury management activities are 
estimated to produce a saving of £6.1 million. This includes £2 million of one-
off benefits which has been reflected in the Revenue Monitoring Report for 
Quarter 2. There is a further £4.1 million from the adoption of the Annuity 
method for calculating MRP as outlined above which is subject to the approval 
of Council. And., if approved, will be reflected in the Revenue Monitoring 
Report for Quarter 3.

4.2 The level of capital debt has reduced to £186.6 million, a decrease of £77.7 
million since 2012, despite additional annual capital commitments. This has 
also contributed to the generation of substantial savings.

4.3 Investment income has also helped to generate resources for service delivery.

5.0 LEGAL IMPLICATIONS

5.1 The Council’s has adopted the CIPFA Code of Practice on Treasury 
Management. This requires the annual production of Prudential Indicators and 
a Treasury Management Strategy Statement and the reporting of treasury 
management activities at least twice a year.

6.0 RESOURCE IMPLICATIONS: ICT, STAFFING AND ASSETS

6.1 There are none arising directly from this report.

7.0 RELEVANT RISKS 

7.1 The Council is responsible for treasury decisions and activity and none of 
these decisions are without risk. The successful identification, monitoring and 
control of risk are important and the main risks are:-

• Liquidity Risk (Inadequate cash resources).
• Market or Interest Rate Risk (Fluctuations in interest rate levels).
• Inflation Risk (Exposure to inflation).
• Credit and Counterparty Risk (Security of investments).
• Refinancing Risk (Impact of debt maturing in future years).
• Legal and Regulatory Risk.

8.0 ENGAGEMENT/CONSULTATION 

8.1 There has been no specific consultation with regards to this report.

9.0 EQUALITY IMPLICATIONS

9.1 There are none arising directly from this report.
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APPENDIX 1

ECONOMIC BACKGROUND

Growth and Inflation

UK Consumer Price Inflation (CPI) index rose in August to 2.9%, its highest since 
June 2013 as the fall in the value of sterling following the June 2016 EU referendum 
result continued to feed through into higher import prices. The new inflation measure 
CPIH, which includes owner occupiers’ housing costs, was at 2.7%.

The unemployment rate fell to 4.3%, the lowest since May 1975, but pressure on 
consumers intensified as average earnings grew at 2.5%, below the rate of inflation.  
With the UK economy being predominantly consumer driven, the strength of 
consumer spending remains vital to growth. However with household savings falling 
and real wage growth negative, there are concerns that these will be a constraint on 
economic activity in the second half of 2017.

Whilst the economic growth consequences of leaving the European Union remain 
speculative, there is uniformity in expectations that uncertainty over the UK’s future 
trade relations with the EU and the rest of the world will weigh on economic activity 
and business investment, constrain investment intentions and tighten credit 
availability, which would result in lower activity. These effects are expected to stifle 
economic growth in 2017.

Monetary Policy

The Bank of England made no change to monetary policy at its meetings in the first 
half of the financial year. The vote to keep Bank Rate at 0.25% narrowed to 5-3 in 
June highlighting that some MPC members were more concerned about rising 
inflation than the risks to growth. Although at September’s meeting the Committee 
voted 7-2 in favour of keeping Bank Rate unchanged, the MPC changed their 
rhetoric, implying a rise in Bank Rate in "the coming months". The Council’s treasury 
advisor Arlingclose is not convinced the UK’s economic outlook justifies such a move 
at this stage, but the Bank’s interpretation of the data seems to have shifted.

In the face of a struggling economy and Brexit-related uncertainty, Arlingclose 
expects the Bank of England to take only a very measured approach to any 
monetary policy tightening; any increase will be gradual and limited as the interest 
rate backdrop will have to provide substantial support to the UK economy through 
the Brexit transition.



Market Reaction

The UK government issues bonds to raise funding, these bonds are known as ‘Gilts’. 
The pricing of Gilts depends on market opinion on areas such as interest rate 
expectation and investors perception of the condition of the economy. 

With the Bank of England seemingly edging towards an interest rate rise in the near 
future, Gilt yields have been accordingly affected. This was exemplified by the yield 
on 5-year gilts, which rose to 0.80% by the end of September (It had been as low as 
0.35% in mid-June).



APPENDIX 2

PRUDENTIAL INDICATORS 2017/18 

(a) Net Debt and Capital Financing Requirement (CFR) Indicator

The CFR measures the underlying need to borrow money to finance capital 
expenditure. The Prudential Code stipulates that net debt (debt net of 
investments) should not, except in the short term, exceed the CFR for the 
previous year plus the estimated additional CFR requirement for the current 
and next two financial years.

£m
CFR in previous year (2016/17 actual) 332
Increase in CFR in 2017/18 (estimate) 22
No increase in CFR in 2018/19 (estimate) 0
Increase in CFR in 2019/20 (estimate) 2
Accumulative CFR 356

Net Debt does not exceed the CFR and it is not expected to in the future. This 
is a key indicator of prudence

(b) Authorised Limit and Operational Boundary for External Debt 
The Operational Boundary for External Debt is based on the Authority’s 
estimate of most likely, i.e. prudent, but not worst case scenario for external 
debt. It links directly to the Authority’s estimates of capital expenditure, the 
capital financing requirement and cash flow requirements and is a key 
management tool for in-year monitoring.  Other long-term liabilities comprise 
finance leases and the Private Finance Initiative that are not borrowing but form 
part of the Authority’s debt.

The Authorised Limit for External Debt is the affordable borrowing limit 
determined in compliance with the Local Government Act 2003.  It is the 
maximum amount of debt that the Authority can legally owe.  The authorised 
limit provides headroom over and above the operational boundary for unusual 
cash movements.

There were no breaches to the Authorised Limit and the Operational Boundary 
during the first half of 2017/18.  

Operational 
Boundary 

(Approved) 
2017/18

£m

Authorised Limit 
(Approved) 

2017/18
£m

Actual 
External Debt 

30/09/2017
£m

Borrowing 424 469 234
Other Long-term 
Liabilities 58 63 47

Total 482 532 281



(c) Upper Limits for Fixed and Variable Interest Rate Exposure 

These allow the Council to manage the extent to which it is exposed to changes 
in interest rates. The upper limit for variable rate exposure allows for the use of 
variable rate debt to offset exposure to changes in short-term rates on the 
portfolio of investments.

Interest Rate Exposure
Fixed Rate of 

Interest
Variable Rate 

of Interest Total
Borrowings £234m £0m £234m
Proportion of Borrowings 100% 0% 100%
Upper Limit 100% 100%
Investments £24m £26m £50m
Proportion of Investments 48% 52% 100%
Upper Limit 100% 100%
Net Borrowing £210m £-26m £184m
Proportion of Total Net Borrowing 114% -14% 100%

(d) Maturity Structure of Fixed Rate Borrowing 

This indicator is to limit large concentrations of fixed rate debt needing to be 
replaced at times of uncertainty over interest rates. 

Maturity Structure of Upper Lower Actual Fixed % of Fixed
Fixed Rate Borrowing Limit Limit Rate Borrowing Rate Borrowing

as at 30 Sep 17 as at 30 Sep 17
% % £m %

Under 12 Months 80.0 0.0 58.2 24.9
12 Months and within 24 
Months 50.0 0.0 2.7 1.2
24 Months and within 5 
years 50.0 0.0 21.1 9.0
5 years and within 10 
years 50.0 0.0 20.5 8.8
Over 10 years 100.0 20.0 131.0 56.1
Total 233.5 100.0

(e) Total principal sums invested for periods longer than 364 days

This indicator allows the Council to manage the risk inherent in investments 
longer than 364 days and for 2017/18 the limit was set at £60 million.

As at 30 September 2017 the Council had no investments longer than 364 
days.



APPENDIX 3

Minimum Revenue Provision – Revised Repayment Schedule

Year Year 
ending 

31st 
March

Opening CFR Regulatory 
Method MRP

Closing CFR Annuity based 
MRP

Closing CFR Regulatory 
over Annuity

Adjustment A -
-->

£11,478,000

4% 2.000% 45.0
£ £ £ £ £ £

1 2018 174,965,024 6,539,481 168,425,543 2,433,696 172,531,328 4,105,785
2 2019 168,425,543 6,277,902 162,147,641 2,482,370 170,048,957 3,795,531
3 2020 162,147,641 6,026,786 156,120,856 2,532,018 167,516,940 3,494,768
4 2021 156,120,856 5,785,714 150,335,141 2,582,658 164,934,282 3,203,056
5 2022 150,335,141 5,554,286 144,780,856 2,634,311 162,299,971 2,919,974
6 2023 144,780,856 5,332,114 139,448,742 2,686,997 159,612,973 2,645,117
7 2024 139,448,742 5,118,830 134,329,912 2,740,737 156,872,236 2,378,092
8 2025 134,329,912 4,914,076 129,415,835 2,795,552 154,076,684 2,118,524
9 2026 129,415,835 4,717,513 124,698,322 2,851,463 151,225,221 1,866,050

10 2027 124,698,322 4,528,813 120,169,509 2,908,492 148,316,728 1,620,321
11 2028 120,169,509 4,347,660 115,821,849 2,966,662 145,350,066 1,380,998
12 2029 115,821,849 4,173,754 111,648,095 3,025,995 142,324,071 1,147,758
13 2030 111,648,095 4,006,804 107,641,291 3,086,515 139,237,555 920,288
14 2031 107,641,291 3,846,532 103,794,759 3,148,246 136,089,310 698,286
15 2032 103,794,759 3,692,670 100,102,089 3,211,211 132,878,099 481,460
16 2033 100,102,089 3,544,964 96,557,125 3,275,435 129,602,664 269,529
17 2034 96,557,125 3,403,165 93,153,960 3,340,944 126,261,721 62,222
18 2035 93,153,960 3,267,038 89,886,922 3,407,762 122,853,958 -140,724 
19 2036 89,886,922 3,136,357 86,750,565 3,475,918 119,378,041 -339,561 
20 2037 86,750,565 3,010,903 83,739,663 3,545,436 115,832,605 -534,533 
21 2038 83,739,663 2,890,467 80,849,196 3,616,345 112,216,260 -725,878 
22 2039 80,849,196 2,774,848 78,074,348 3,688,672 108,527,588 -913,824 
23 2040 78,074,348 2,663,854 75,410,494 3,762,445 104,765,143 -1,098,591 
24 2041 75,410,494 2,557,300 72,853,194 3,837,694 100,927,449 -1,280,394 
25 2042 72,853,194 2,455,008 70,398,187 3,914,448 97,013,002 -1,459,440 
26 2043 70,398,187 2,356,807 68,041,379 3,992,737 93,020,265 -1,635,929 
27 2044 68,041,379 2,262,535 65,778,844 4,072,591 88,947,673 -1,810,056 
28 2045 65,778,844 2,172,034 63,606,810 4,154,043 84,793,630 -1,982,010 
29 2046 63,606,810 2,085,152 61,521,658 4,237,124 80,556,506 -2,151,972 
30 2047 61,521,658 2,001,746 59,519,912 4,321,867 76,234,639 -2,320,120 
31 2048 59,519,912 1,921,676 57,598,235 4,408,304 71,826,335 -2,486,628 
32 2049 57,598,235 1,844,809 55,753,426 4,496,470 67,329,865 -2,651,661 
33 2050 55,753,426 1,771,017 53,982,409 4,586,399 62,743,466 -2,815,382 
34 2051 53,982,409 1,700,176 52,282,232 4,678,127 58,065,338 -2,977,951 
35 2052 52,282,232 1,632,169 50,650,063 4,771,690 53,293,648 -3,139,521 
36 2053 50,650,063 1,566,883 49,083,181 4,867,124 48,426,524 -3,300,241 
37 2054 49,083,181 1,504,207 47,578,973 4,964,466 43,462,058 -3,460,259 
38 2055 47,578,973 1,444,039 46,134,934 5,063,756 38,398,302 -3,619,717 
39 2056 46,134,934 1,386,277 44,748,657 5,165,031 33,233,272 -3,778,753 
40 2057 44,748,657 1,330,826 43,417,831 5,268,331 27,964,940 -3,937,505 
41 2058 43,417,831 1,277,593 42,140,237 5,373,698 22,591,242 -4,096,105 
42 2059 42,140,237 1,226,489 40,913,748 5,481,172 17,110,070 -4,254,682 
43 2060 40,913,748 1,177,430 39,736,318 5,590,795 11,519,275 -4,413,365 
44 2061 39,736,318 1,130,333 38,605,985 5,702,611 5,816,664 -4,572,279 
45 2062 38,605,985 1,085,119 37,520,866 5,816,664 0 -4,731,544 
46 2063 37,520,866 1,041,715 36,479,151
47 2064 36,479,151 1,000,046 35,479,105
48 2065 35,479,105 960,044 34,519,061
49 2066 34,519,061 921,642 33,597,419
50 2067 33,597,419 884,777 32,712,642

142,252,382 174,965,024 -37,520,866 

Wirral Council

Supported Borrowing CFR and MRP 



Factors to Consider:

Positive Negative

 Prudently repays all remaining 
Supported Borrowing CFR after 
45 years

 There is a reducing saving figure 
in years 1 to 17, compared to the 
existing MRP payment profile. 
From Year 18 there will be an 
increase in the charge to revenue, 
again in comparison to the 
existing repayment profile.

 Calculation based on Asset 
Register data which has gone 
through audit scrutiny

 Annual MRP increase will partly 
be lessened by the effect of future 
inflation

 Annuity Method mirrors the 
agreed approach taken in respect 
of Unsupported Borrowing.

 Offers substantial in year savings 
in early years which continues but 
lessens until Year 17

 The Annuity Rate applied matches 
the Bank Of England (BOE) rate 
of inflation target



APPENDIX 4

AUTHORISED SIGNATORIES

The following officers are authorised to make payments, either via the Council’s 
online banking system or by signing cheques, and issue other instructions relating to 
Treasury Management transactions on behalf of Wirral Borough Council:

Assistant Director : Finance Tom Sault

Senior Finance Manager Peter J. Molyneux

Senior Finance Manager Jenny Spick

Senior Finance Manager Andrew Roberts

Senior Finance Manager Peter McCann

Director for Finance & Investments Shaer Halewood
(On commencement of employment with Wirral)


